
728 State Street   |   Madison, Wisconsin 53706   |   library.wisc.edu

Foreign relations of the United States
diplomatic papers, 1939. The Far East.
Volume III 1939

United States Department of State
Washington, D.C.: U.S. Government Printing Office, 1939

https://digital.library.wisc.edu/1711.dl/G5OAT7XT7HRHX84

As a work of the United States government, this material is in the public
domain.

For information on re-use see:
http://digital.library.wisc.edu/1711.dl/Copyright

The libraries provide public access to a wide range of material, including online exhibits, digitized
collections, archival finding aids, our catalog, online articles, and a growing range of materials in many
media.

When possible, we provide rights information in catalog records, finding aids, and other metadata that
accompanies collections or items. However, it is always the user's obligation to evaluate copyright and
rights issues in light of their own use.



e @ 

Foreign Relations 
| - of the | 

- ‘e 

United States — 
Diplomatic Papers 

(In Five Volumes) | 

| | Volume III | 

: | The Far East — 

i es, 
A Al 

United States | 

Government Printing Office 

Washington : 1955



: - Y 
nan” 

| Ny 

, DEPARTMENT OF STATE PUBLICATION 5826 

For sale by the 

Superintendent of Documents, U.S. Government Printing Office 

Washington 25, D.C. - Price $4.00 (Buckram)



CONTENTS 
Page 

(Norse: For previously published correspondence on relations between the 

United States and Japan in 1939, see Foreign Relations, Japan, 1931- 
1941, Volumes I and II. Documents printed in those volumes have 
not been reprinted in the 1939 annual volumes.) | 

Relations of Japan with the Axis Powers and with the Soviet Union..... 1 
Southward advance of Japanese expansionist movement: Hainan and the 

Spratly Islands ...... 0... ccc ccc cc ccc cece neces ccessccsceee 108 : 
Undeclared war between Japan and China: oe 

Political and military developments............ 0.0. ccc cece ec ccccecs 124 
Continued interest of the League of Nations in efforts to check Japanese 

aggression in Chin®........... cece cece cece cee ccccccccecsess 830 
Japanese interference with American treaty rights and with equality of 

commercial opportunity in China........... 0... ccc eee sees ees «©9848 
Consideration of sanctions against Japanese policies of aggression and 

violation of treaty rights; use of so-called ‘“‘moral embargo’”’....... 475 
Notice of termination of the 1911 treaty of commerce and navigation 

between the United States and Japan; discussion regarding pos- 

sibility of a new agreement............ 0. ccc cece eee e ec ceesees§ § ©6558 

Consideration of possibilities of financial aid to China................ 636 
Proposal for dissolution of the China Consortium; decision to continue 

ItS EXIStENCE. 6... ee ect cece eee cece cc cceecsecceserese C21 
Efforts of China to secure war material from other countries.......... 786 
Naval measures taken by China and Japan along the coasts and in the 

rivers of China; effect on American and other shipping........... 774 
Efforts by the United States and other powers to protect Chinese cus- 

toms and other revenues, pledged as security for loans, from Japanese 

ENcrOACHMENt.. 2... ec ce cece cc cccceccccccccccscesccccsses 800 

INDEX... ccc ccc ccc ccc cece cc ee tec cee ec ec ceccessccseccscccsssesse SU] 
m



| | 
it 

’ 

j 

q 
| ! 

oo i 

| i 
— ' 

i 

{



RELATIONS OF JAPAN WITH THE AXIS POWERS AND 
WITH THE SOVIET UNION 

894.00/844 

The Ambassador in Japan (Grew) to the Secretary of State 

No. 3600 Toxyo, January 13, 1939. 

| [Received February 6. | 

Sm: [Here follows report of changes in Cabinet at Tokyo.] 

| IV 

Baron Hiranuma’s: coming to the premiership requires discussion 

in relation to the question of the probabilities of hostilities between 

Japan and the Soviet Union. : 

In the above biographical sketch of Baron Hiranuma it is easy to 

find warrant for the assertion, repeatedly heard, that he has in the 

| past been associated (and probably continues to maintain such asso- | 

ciation) with persons and organizations which are reactionary in the 

extreme. Among those persons and organizations there are many who 

have long preached the necessity of a war against the Soviet Union. 

Baron Hiranuma himself seems to have personally avoided commit- 

ment on the question; but there can be little doubt that he has been 

close to many who are passionately devoted to a Russian war policy 

and, in event of crisis, might well feel have a claim to the Premier’s ear. 

It can be pointed out that the reactionaries who have been sup- 

porters of Baron Hiranuma are primarily devotees of an expanding 

greatness of Japan rather than specifically of a war against the Rus- 

sians. Their war advocacy has been secondary to a nationalistic cru- 

sade. In present Japanese policy in China there is ample outlet for 

all the energies of Japanese nationalistic enthusiasts, and the majority 

of observers are of opinion that the reactionaries’ cry against the 

Soviets is not, under existing contingencies, a cry looking to actual 

war. Atthesame time, ideas persistently advocated acquire an inertia 

of their own; and long years of open talk of a Russian war have 

served to give body to the thought and to transform it into a definite 

expectation. Practically every Japanese is of opinion that, in the 

course of time, a war against the Soviet Union is inevitable. For too 

2 President of the Japanese Privy Council until January 5. 
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many years the War Office pamphlets and other writings in the press 
have said so. | 

There are additional reasons for appraising the year 1939 as being | 
charged with danger of use of force by Japan against Soviet Russia. ) 
The ejection of occidental political influence from Asia, at the least 

| from eastern Asia, has become a well formulated and publicly ex- 
pressed objective of Japan; and, because blocking the attainment of 
that new objective, the position occupied by the Soviet Union assumes | 

| @ hew prominence and provocativeness. Secondly, as compared with | 
two years ago, or even with one year ago, Japan finds herself in a | 
better position for a Russian conflict in that China as an organized | 
military threat has been removed from the scene. In the present 

| state of Chinese military affairs, Japan might well expect, if involved 
in hostilities against the Soviet Union, that, although execution of j 
plans of economic exploitation on the continent would be seriously | 
delayed, Japan would face no acute military problem from China. | 
Thirdly, a change has come about as a consequence of the Munich con- 
ference of September 1938.2 As late as August 1938 the Konoe? 2 
government showed an unmistakable desire to avoid war against the | 
Russians, and showed the ability to hold in hand Japanese troops 
known to contain many individual supporters of such a war—for 
whatever the uncertainties of the Changkufeng incident, which took | 
place that month, it did prove those two points; but the Munich con- | 
ference has had a marked effect upon Japanese thinking with regard 
to foreign relations, and the conference is taken here to mean that no 
obstacles will be interposed against German pressure upon the Soviet 
Union. Fourthly, Japan considers the Soviet Union at the present 
time internally weakened and externally in a position of singular 
isolation. Fifthly, Baron Hiranuma is premier, and whether or not 
he favors fighting the Russians he would, because of past associa- 
tions, find it harder to say no to the nationalists if they come to favor 
hostilities. These five reasons are all reasons why a Russo-J apanese 
conflict is more threatening in 1939 than in past years, and are all in 
addition to the standing arguments for such a conflict (that Japan can 
not tolerate the air menace of a hostile Vladivostok; that there is no 
prospect of a peaceful solution of the important Siberian fisheries 
question in a manner permanently satisfactory to Japan; that Soviet 
influence in China hinders Japan’s policy there; that the repeatedly 

* See Foreign Relations, 1938, vol. 1, pp. 707 ff. 
* Prince Fumimaro Konoye, Japanese Prime Minister prior to January 4. 
* See Foreign Relations, 1938, vol. 11, pp. 441 ff.
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strengthened anti-comintern pact ° must sooner or later lead to war). 

Discretion is the principal force for a policy of peace toward the 

Soviet Union. Candid and experienced Japanese leaders assuredly 

recognize the terrific burden that a major conflict would impose upon 

Japan in the present stage of its history, in spite of the assurance with 

which some influential military men view the matter. 

If there should be a crisis between the Soviet Union and Japan, that 

it develop into an armed conflict seems to the Embassy more likely 

under the present administration than under the Konoe Government. 

Prince Konoe’s influence was definitely opposed to war against the | 

Soviet Union; Baron Hiranuma’s is not known to be so. | 

V 

A final word needs to be said for the circumstances leading to the 

recent change of government. As pointed out, there ‘was a specific 

cause, and that was the presence within the Cabinet of a man with a 

strong personality who was out of harmony with his colleagues. 

There was, however, another cause which cannot be described in spe- . 

cific terms but nevertheless had to the Japanese mind every validity. : 

Prince Konoe assumed the premiership before the conflict with China ! 

broke out; he met the emergency which arose upon outbreak of hostili- 

, ties; and he saw things through until the conclusion of what is termed | 

positional military operations. Thereupon there began to be sensed | 

the feeling that the capacity of Prince Konoe for continued leadership a 

had exhausted itself—a feeling which was apparently encouraged by 

the Prince himself. It is a fact which those who know Prince Konoe 

have long realized that he is not a dominating character and never has . 

had political ambitions. The position of eminence which he has en- 

joyed, and which he will continue to enjoy whatever official post he 

may occupy, derives to no small degree from the eminence of his fam- 

ily, which has intermarried for centuries with members of the Im- 

perial family. He combines all the agreeable personal qualities of the 

courtier class, but decisiveness is not one of his outstanding character- 

istics. In the circumstances now prevailing, with grave difficulties 

to be faced at home, in China, and with the powers, a desire was being 

increasingly felt and expressed for a new leader, one relatively fresh 

and in whom the public could impose confidence. The fact that there 

has been chosen as his successor an ascetic and a leading proponent of 

the return to medievalism is a significant indication of the present 

trend in Japan. 

Respectfully yours, JosepH C. Grew 

5 Agreement between Japan and Germany, signed N ovember 25, 1936, Foreign 

Relations, Japan, 1931-1941, vol. 01, p. 153; protocol concluded by Italy, Germany, 

and Japan, November 6, 1937, ibid., p. 159.
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762.94/267 : Telegram 

- Lhe Ambassador in Italy (Phillips) to the Secretary of State 

| | Rome, January 17, 1939—noon. : 
[Received January 17—9 : 30 a. m.] : 

18. In a recent conversation with the newly appointed Jap- | 
anese Ambassador in Rome,‘ he referred to the subject of the reported 
new triple alliance between Italy, Germany and Japan which had 2 
been mentioned by the American press, but stated that the agreement : 
had not been concluded, giving the impression that J apan was hesi- | 
tating to commit itself finally in this respect. 

I took occasion to mention this to Ciano’ yesterday making it clear . 
that I was doing so entirely on my own initiative. He replied that 
the relations of the three powers were growing closer every day but : 
that it would be premature to speak of an alliance. He said that there . 
were no signed agreements in existence between the three countries | 
except the Anti-Comintern Pact and insisted that no such alliance was : 
contemplated in the immediate future. He added, however, rather | 
significantly that the relations among the three countries were of such 
an intimate nature that any alliance could come into effect very quickly 
if and whenever it might be needed. I got the impression that the 
groundwork had already been laid for an agreement but that it was 
not considered expedient at the present time to put it into effect. 

As stated by Ciano relations of the three countries are such that it is 
' apparently not considered necessary to conclude any such agreement 
for the present since their continued close cooperation would not seem 
to require such formal acknowledgment. If however an agreement 
should be concluded it would appear primarily of significance in indi- | 
cating that in the judgment of the three States the position of other | 
powers in their regard was such as to require a formal proclamation 
of their community of interests and military cooperation. 

PHILLIPS 

762.94/269 : Telegram . 

Lhe Counselor of Embassy in China (Lockhart) to the Secretary 
of State 

Perrine, January 17, 1989—4 p. m. 
[Received January 18—7 a. m.] 

Following from Mukden: 

“59, January 16, 8 p. m., Premier this evening announced that 
State Council today decided in view of Manchukuo’s alliance with 

* Toshio Shiratori. 
"Italian Minister for Foreign Affairs.
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Japan and fundamental enmity toward communism to join Anti- 

Comintern Pact and immediately to begin negotiations with parties 
thereto looking to formal adherence”. | 

Repeated to Chungking, by mail to Tokyo. 
a oo LocKHART 

762.94/12894 | 

Memorandum of Conversation, by the Under Secretary of State 

| a (Welles) ® 

[Wasuineton,| February 6, 1939. 

The British Chargé d’Affaires called to see me this afternoon with 

a strictly secret message from his Government. The British Govern- 

ment referred first of all to an article which had appeared in the 

News Chronicle in London on January 17 and stated that information | 

which it had now received showed that that article was true in part 

but only in small part. 
The British Government had learned on authority it believed com- | 

pletely authentic that the Japanese Government was not prepared to 

accept the new form of alliance proposed by Germany and Italy; that 

it was formulating counter-proposals and that these counter-proposals 
would envisage an alliance directed against the Soviet. The British 
Government believed that Japan was greatly concerned at this mo- 

ment by reason of the possibility that Great Britain and the United 

| States would shut her off from raw materials and other supplies 

needed in her military campaign and that she was further of the opin- 
ion that if a general war broke out in Europe whether or not she was — 
a partner in such an alliance as that proposed made no difference since 
in any event she could lay her hands upon such possessions of the 

other powers in the Far East as she desired. 
The British Government went on to say that the German policy 

unquestionably was to persuade Japan to enter this alliance in the 
new form proposed since, if war broke out, Germany desired Great 

Britain’s attention to be focused in the North Sea, in the Mediter- 

ranean and in the Far East and desired for that purpose to utilize 
both Italy and Japan as “junior partners”. Italy, on the other hand, 
believed that the announcement of the alliance would cause Great 
Britain and the United States to bring pressure to bear upon France 
to grant the concessions sought by Italy in order to avert war and that 
the mere announcement of the alliance itself would have such an 
effect on public opinion in France as to break down any existing 
French determination to resist the Italian demands. 

8 Photostatic copy obtained from the Franklin D. Roosevelt Library, Hyde 
Park, N. Y.
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762.94/275 : Telegram | 

The Ambassador in Japan (Grew) to the Secretary of State® | 

Toxyo, February 8, 1939—4 p. m. | 
| [Received February 8—12: 15 p. m.] | 

(3-17, 1. As confirmed from various reliable sources there can be | 
no doubt that a definite political and military alliance between Japan, 
Germany and Italy is now under negotiations and that the current 

_ discussions center about the precise scope which the agreement shall be | 
given, especially whether it shall be aimed exclusively against Soviet | 
Russia or against other powers as well. It is said that at present 
Japan favors the more restricted scope but is being hard pressed by 
Germany and Italy in favor of the broader application. | 

2. We learn from a reliable source the Germans and the Italians are 
| confident that if either or both should become involved in a war with 

Soviet Russia, Japan would inevitably profit by the opportunity to : 
attack Soviet Russia, and that in this sense Japan is a natural ally. 
For that reason they do not wish to commit themselves to assisting 
Japan if she alone were to become involved with Soviet Russia. 

The present position apparently is that the Germans (and the 
Italians somewhat less ardently) are pressing for an arrangement — 
which would recognize and give effect to their more favorable strategic 
position as compared with that of Japan in respect of conflict occurring 

| between Soviet Russia and any one of the parties. I am also aware 
that important moderate influences are being brought to bear to re- 
strain the Japanese Government from entering completely into the 
German-Italian camp but that counter pressure especially from the 
younger military officersisstrong. Arita?° who sponsored the original 
Anti-Comintern Pact is believed to favor the alliance. My British | 
colleague™ tells me that his Government is in close communication 
with our Government concerning this and cognate subjects. 

3. Craigie has given me in strict confidence a copy of his telegram 
to his Government reporting a conversation on this general subject 
which on his own initiative he held with the Minister for Foreign 

| Affairs on February 4. That telegram is quoted in paragraph 6 below. 
On the ground that the Japanese Government is watching closely 

and with concern every move and utterance of the American Govern- 
ment, Craigie feels that at this critical moment it would be helpful 
if I were to seek an interview with the Minister for Foreign Affairs 
if only to express interest in the current reports of an impending 
strengthening of the Anti-Comintern Pact on the ground that the 

° The five sections of this message, transmitted as telegrams Nos. 13-77, are 
printed as one document. 

* Hachiro Arita, Japanese Minister for Foreign Affairs. 
“ Sir Robert L. Craigie, British Ambassador in Japan.
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American Government could not fail to be concerned in developments 
of such far-reaching importance. 

4, I am not convinced of the desirability of such a direct approach 

although I have taken informal steps to convey to Arita through 

indirect and sympathetic channels the thought that before burning 

her bridges it would be well for Japan to pause and to consider the 

possible future effects of such an alliance upon Japanese-American 
relations. It would be definitely my thought, if future conversations 
with Arita should lead naturally to this subject, to confine myself to 

emphasizing that the ultimate welfare of Japan is inseparable from 

the maintenance and cultivation of friendly relations with all coun- 

tries but more especially with the United States and Great Britain, 

without whose liberal trade policies, abundant natural resources, and 

important markets Japan’s rapid economic and industrial develop- 

ment would not have been possible. I doubt whether Craigie’s con- 

ception of what would constitute a stabilized situation in the Far 

East (see point 2 in his telegram) would fall within the field of prac- 

tical politics. It seems to me, therefore, that the benefits to Japan of 

American and British markets and centers are the principal advan- 

tages to which the attention of Arita could now usefully be drawn 

as an offset to whatever advantages might accrue to Japan from the 

contemplated arrangement with Berlin and Rome. Moral sanctions 

by a people are not necessarily controllable by their government, 

whatever their government’s policy may be. 

5. I feel that the Department is in a better position than am I to | 

determine the desirability or the contrary of my directly approaching : 

this subject with Arita as on my own initiative or under instructions. 

6. Copy of telegram sent to Foreign Office by British Ambassador, 

February 4, 1939. 

“I took the occasion of a private and unofficial conversation with 
Minister for Foreign Affairs today to draw attention to the numerous 
reports which were appearing both in the Diet debates and the Japa- 

nese press of an impending strengthening of the Anti- Comintern 

Pact. I said that there were even rumors that an actual military 

alliance was now contemplated between the three powers and desired 

to impress on His Excellency (as I had previously done to Prince 
Konoye and Mr. Horinouchi*”) that, in the popular mind at least, 
any such action would appear to be directed as much against Great 

Britain as against the spread of communism. As proof of this one 
| had only to recall the popwiar interpretation of the existing pact 

which in my opinion was doing more harm to Japan’s relations with 

the democratic powers than it was to communism. Speaking as from 

myself I then developed my thesis as follows: 

(1) The existing difficulties in Anglo-Japanese relations were 
great but at least there was still hope for an ultimate settlement 

4 Then Japanese Vice Minister for Foreign Affairs.
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if no irrevocable step were taken meanwhile. If an alliance were 
now to be concluded, which would be regarded as directed largely | 

- against Great Britain, the last hope of friendly settlement might 
vanish and the two countries left to face each other in sterile 
economic conflict. | 

(2) The only sure road to the early establishment of a pros- | 
perous and peaceful Far East was for Japan, Great Britain, the 
United States and China to come together in friendly coopera- , 
tion, it being obvious that in any such combination Japan would, | 
so far as the Far East was concerned, tend to be the senior partner, 
Such a position could be achieved without resort to monopolistic 

- and exclusionist practices. The growing community of outlook 
between Great Britain and the United States could and should | 
be directed into channels favorable to Japan if a less uncompro- 
mising turn were to be given to Japanese foreign policy. But all 
such hopes would be dashed if the alliance plan were to mate- . 
rialize and Japan would find herself faced with an increasingly 
powerful economic opposition against which neither Germany | 
nor Italy could offer much assistance. 

(3) During present hostilities and under conditions of today 
reinsurance with Germany and Italy was to my mind understand- | 
able but as a long term policy it could only lead Japan into diffi- | 
culties and commitments which would long outlive the present 
“incident”. | | 

(4) Argument that recent Anglo-Italian settlement * proved 
| that future Anglo-Japanese settlement would not be effected b 

any present strengthening of Anti-Comintern Pact was refuted, 
as was also prevalent belief that entry of Japan into such an 
alliance would cause Great Britain to moderate her attitude on | 
the China question. | 

(5) It was for the Japanese Government to consider whether 
the moment when war psychoses was necessarily prevalent in 
Japan was the right one to choose for entering into a long term 
commitment likely to have the most far-reaching consequences. 
At least let Japan make sure, before she burnt her boats, that there | 
was no better and surer way open to her of bringing peace and 
prosperity to the Far East and the realization of what was legiti- 
mate in her ambitions. | 

. Minister listened attentively to my observations and said that as 
he had already stated in the Diet, negotiations were proceeding for 
a strengthening of the Anti-Comintern Pact but he declared categori- 
cally that up to the present no agreement had been reached on this 
point. He denied my thesis that present Anti-Comintern Pact and 
a fortior: any strengthening of it could be regarded as directed largely 
against Great Britain, adding that, as Foreign Minister at the time 
of the conclusion of the original pact with Germany, he had invited 
the British Government to participate and had been sincerely disap- 
pointed at their refusal. I here interjected that much water had 
passed under the bridge since then; that Italy had since acceded and 
that the pact had undoubtedly been given an anti-British twist which 
had probably not been the intention of its authors. 

* See Foreign Relations, 1938, vol. 1, pp. 138 ff.
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Referring to the question of our existing difficulties in China, 
| Minister for Foreign Affairs stated that he was only awaiting the end 

| of the present Diet session in order to make certain proposals which 
he believed would go a long way to improving the position of our 
interests in China. I replied that this was certainly welcome news but 
that it must be remembered that our outstanding difficulties in China, 
important as they were, had to some extent been put in the shade by the 
ominous statements recently issued by the Japanese Government in 
regard to the future treatment of foreign interests in China. I there- 
fore thought it essential that, in liquidating the past, we should also 
keep a sharp eye on the future on this point. Minister of Foreign 
Affairs merely repeated that he had already done his best to make it 
clear to me that Japan had no intention of trying to exclude foreign 
interests from China—quite the contrary. | 

Reverting to my point 2, Minister for Foreign Affairs inquired 
why I had omitted Germany and Italy from my list of powers, adding 
that it was undesirable to give the impression that we wished to per- | 
petuate in the Far East the system of hostile camps. I said that I had 
merely mentioned the powers who unquestionably had the greatest and 
most permanent interest in reaching a settlement in the Far East but 
that I felt sure that my Government had not the least wish to exclude 
any other interested powers such as Germany and Italy. It was how- 
ever obvious that if the four powers primarily concerned could agree, 
there would be little difficulty in reaching an understanding with the 
other interested powers. Minister for Foreign Affairs was inclined to 
feel that the United States had a greater political and economic con- 
cern than Germany but did not seem disposed to press the point. 

Finally Mr. Arita promised to treat my observations as strictly 
confidential and unofficial, adding that he would pass them on to 
the Prime Minister. He thanked me for having put my point of view 

| so frankly and said he would like to have a further talk with me on this 
subject in a few days time.” 

GREW 

762.94/277:: Telegram | 

The Ambassador in Italy (Phillips) to the Secretary of State 

| | Rome, February 8, 19389—6 p. m. 
[Received February 8—2:25 p. m.] 

43, The Soviet Ambassador told me this morning that he had ob- 
tained certain information with regard to the possible German-Japa- 
nese-Italian alliance which he considered entirely accurate. He said 
that this information did not come from Rome but from other sources 
in which he had complete confidence. 

The substance of his remarks was as follows: 2 weeks before the 
arrival of Chamberlain * in Rome, the Italian Government had sud- 
denly begun to press for the conclusion of this alliance. The Japa- 
nese Government was not anxious at that time to put it into effect 

* Neville Chamberlain, British Prime Minister.
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realizing that Italian and Japanese objectives were not alike. While | 
the Japanese wished the alliance to be part of their anti-Comintern a 
policy, the Italians desired it for the purpose of strengthening their | 
hand, vis-a-vis Great Britain and France and probably the United 
States. Having failed in their efforts to bring the alliance into effect 
at that time the Italians are not at present pressing for its completion. | 

| Pairs : 

762.94/279: Telegram. | 

The Ambassador in Japan (Grew) to the Secretary of State 

Toxyo, February 9, 1939—1 p. m. | 
[Received February 9—7 : 25 a. m.] - 

80. Our telegram No. 73, February 8, 4 p. m. : 
| | 1. The Counselor of the Polish Embassy has supplied us, in the 

strictest confidence, with the following information which throws 
some interesting light on the attitude of his Government toward the 
subject of the negotiations discussed in our telegram under reference: 7 

(a) About 2 weeks ago he was called to the J: apanese Foreign Office | 
by the Director of the European and Asiatic Bureau and asked to 
explain the reluctance of the Polish Government to adhere to the 
Anti-Comintern Pact. The Director expressed confidence that Ger- 
many would shortly move toward the Ukraine and he said that the 
interests of Poland required that she be definitely aligned with Ger- 
many and her friends when Germany so moved. The Counselor re- 
plied that Colonel Beck," in the course of his recent conversation with 

itler, had made clear Poland’s determination to enter neither ideo- _ 
logical camp and to pursue a foreign policy calculated to serve her 
own interests alone, and that this expression of Polish attitude had 
been received by Hitler with much satisfaction. The Polish Govern- 
ment was impressed by (a) the failure of multilateral treaties as 
instruments of peace, and by (6) the impossibility of foreseeing the 
ends to which such treaties might be put. In line with the attitude 
defined by Beck to Hitler and with its views with regard to multi- 
lateral treaties in general, the Polish Government would not adhere 
to the Anti-Comintern Pact or any other multilateral treaty. 

(6) The Counselor explained to us that his Government has a spe- 
cific reason for not adhering to the Anti-Comintern Pact even in its 
present form. If Poland were to adhere, she would be, as he put it, 
“merely a tail to a kite”: She would have no voice in the councils of 
the Anti-Comintern Powers and would probably be dragged against 
her will into various expansionist adventures, Poland herself being 
substantially satisfied in respect of the territory she now has. He 
thought that it would be the height of folly for his Government to be- 
come associated with either the Democratic or Fascist camps, and he 

| felt confident that Poland would not move in either direction. 

% Polish Minister for Foreign Affairs.
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9. The Counselor’s speculative discussion with regard to the nego- 

tiations now taking place between Japan, Germany, and Italy was 

substantially along the lines of paragraphs 1 and 2 of our telegram 

under reference. 

3. I urgently request that in any distribution outside the Depart- 

ment of the information contained in this telegram no reference 

be made to the source thereof. 
GREW 

762.94/275: Telegram | 

The Secretary of State to the Ambassador in Japan (Grew) 

Wasuinoton, February 10, 1939—6 p. m. 

33. Your 73, February 8,4p.m. We are in entire agreement with 

you as to the desirability of J apan’s not proceeding with the pro- 

posed alliance. We desire to leave to your discretion the form of any 

further approach you might advantageously make as well as what you 

might appropriately say. We believe that whatever approach you 

may make should be as on your own authority. We suggest that in- 

stead of saying “with all countries but more especially with the United , 

States and Great Britain” it would be preferable that you say “with all oo 

countries, important among which is the United States”. You will, of : 

course, be careful to avoid saying anything which might be taken to 

imply that this country might be expected to compensate Japan by 

anything specific for an abandonment by Japan of any purpose to . 

consummate the proposed alliance. You might, however, if it seems . 

advisable to you, take occasion to emphasize the conviction that the | 

best interests of Japan as well as of all other nations will best be 

served by universal support of principles and policies which tend to 

broaden rather than to narrow the basis for friendly and mutually 

beneficial relations among nations in general. 
Hoi 

762.94/280: Telegram 

The Ambassador in Japan (Grew) to the Secretary of State 

Toxyo, February 14, 1989—10 p. m. 

[Received February 14—10: 45 a. m.] 

89. Department’s 33, February 10, 6 p. m. : 

1. Lhave expressed to the Foreign Minister informally my personal 

opinions with regard to the current negotiations with Germany and 

Italy. I am satisfied from this talk with Arita and also from various 

journalists who are in close touch with him that the decision, what-
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ever it may be, will be reached only after full consideration of all the 
factors involved. | | | 

2. My latest unconfirmed information is that the Japanese Gov- 
ernment is still insisting upon limiting the scope of the proposed al- 
liance to exclusive application to Soviet Russia. 7 

| | Grew . 

762.94/287 : Telegram 

The Ambassador in Japan (Grew) to the Secretary of State 

| Toxyo, February 20, 1939—9 p. m. 
[Received February 21—6 a. m.] 

101. 1. In a recent after dinner conversation between the Minister 
of Foreign Affairs and my British colleague, held on the initiative : 
of the former and on the understanding that the views exchanged were 
to be entirely unofficial, Arita stated categorically that while a 
strengthening of the Anti-Comintern Pact was now being seriously 
studied by the Japanese Government, negotiations on the subject with 
other powers had not yet commenced. In any case there was no 

| question whatever of Japan assuming any commitments in Europe 
and the purpose of any new pact (as of the present pact) would be 
protection against anti[stc]-Comintern activities. 

2. To Craigie’s inquiry whether the proposed pact would be vir- 
| tually an alliance against Soviet Russia, the Minister replied that 

there existed varying degrees of understanding with regard to mutual 
protection but it was not possible as yet to say whether the new agree- 
ment, if concluded, would assume the character of an alliance. In 

: any case, however, the British Government could rest assured that it 
would not be aimed at any British interest. The present state of. 
Soviet-Japanese relations was becoming a matter of great and in- 
creasing concern to the Japanese Government, particularly with re- 
gard to the question of the fisheries, and the communist danger in 
China also rendered some form of remedial action necessary. 

3. The Minister drew a clear distinction between the Rome-Berlin 
Axis and the Anti-Comintern Pact. Whatever the press might say, 
the Japanese Government had no intention of joining the Axis and he 
believed that confusion of thought on this point was responsible for 
much of the misapprehension in regard to the Anti-Comintern Pact, 

-, Even in the ideological field Japan had not those affinities to totali- 
; tarian states which appeared to be assumed by the British press. The 

Japanese system of “kodo” stood halfway between democratic and 
totalitarian government systems and, although during the present 
emergency strengthening of state control became necessary, neverthe- 
less in Japan individual liberty would always be preserved to the 
utmost compatible with national security.
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4. When the Minister pointed out that if Japan should abstain from 
strengthening the pact, Great Britain would hardly be in a position to 
protect her against Soviet Russia, Craigie replied that this might well 
be so but that for the reasons already given the remedy sought by 
Japan was in his opinion worse than the disease. | 

5. With regard to the question of peace in China, Arita seemed to 
take kindly to Craigie’s personal suggestion that some form of col- 
laboration between say Great Britain, the United States and Germany 
might ultimately offer the best method but that the strengthening of 
the pact and the consequent accentuation of division between the two 
camps would unfortunately render such collaboration more difficult. 
The Minister, however, observed that as long as Great Britain con- 
tinued to recognize Chiang Kai Shek as head of the Chinese National __ 
Government, it was not clear how Great Britain could at present assist 
in promoting peace, seeing that the state of Japanese public opinion 
rendered negotiations with Chiang impossible. Craigie replied that 
the real bar to peace seemed to him to lie in the character of the 
Japanese conditions of peace and the failure of the Japanese Gov- 
ernment to reduce to more specific terms the vague and ominous state- 
ment of December 22. The Minister, however, said that on this point 
it was still impossible to be more definite. : 

6. Arita recently mentioned this conversation to me on his own 
initiative and said that he had authorized Craigie to inform me. 

Code text to Chungking by mail. | oe 
| _ GREw 

762.94/286 : Telegram , 

Lhe Ambassador in Japan (Grew) to the Secretary of State 

Toxyo, February 21, 1939—8 p. m. 
[Received February 21—10 a. m.] 

104. My 101, February 20, 9 p. m. via Shanghai. A prominent 
member of the House of Peers tells me that former Ambassador 
Debuchi at the general meeting of the Budget Committee of the Diet 
on February 17 put the following interpellation to the Government 
after the official stenographers had been withdrawn: 

“At the time of the conclusion of the Anti-Comintern Agreement 
the Government emphasized in the statement issued by the Foreign 
Ministry the following two points: (1) the pact does not aim to form 

_ any special international bloc, (2) the pact has no intention to aim 
at any specific nation but to check the activities of the Comintern.” 

* Statement by the Japanese Prime Minister, Foreign Relations, Japan, 1931- 
1941, vol. 1, p. 482. 

“ Tbid., vol. 1, p. 155. 

278040—55 2
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The interpellator then asked: “Does the present Government also 

adhere to the aforesaid two points?” 

In reply to the interpellation the Prime Minister, Baron Hiranuma, 

| said that the Government adheres to the policies mentioned. _ | 

My informant further tells me in strict confidence that the fore- 

- going interpellation was made at the direct instance of the Minister 

of Foreign Affairs and the Prime Minister and that Hiranuma’s reply 

was emphatically expressed. Their purpose, he says, was to indicate 

that while the Government advocates a strengthening of the Anti- 

Comintern Pact, the Government is nevertheless determined to avoid 

any European commitment of a broader nature than to check Comin- 

tern activities. | 

| SO Grew 

762.94/301 | | 

«The Ambassador in Japan (Grew) to the Secretary of State 

No. 3709 Toxyo, February 27, 1939. 
[Received March 20. ] 

| Sir: [Here follows review of material reported in the Ambas- 

sador’s telegram No. 73, February 8, 4 p. m., page 6, and subsequent 

despatches. | 
From the foregoing account, some not unreasonable conclusions are 

permissible. : | 

I cannot persuade myself on the basis of information available 

which can be regarded as reliable that Japan will consent to an un- 

qualified extension to Tokyo of the Rome-Berlin axis, and thus assume 

the risks which accompany full membership in that camp of involve- 

ment in war with Great Britain and possibly with the United States 

ver issues which are either of remote or no interest to Japan, espe- 

cially when the measure of security which could thus be procured 

from such allies would be severely restricted. 

The withdrawal of Japan from the League of Nations was more 

than a renunciation of the principle of collective security. It was 

one manifestation of Japanese determination to concentrate her ener- 

gies and resources on the achievement of long-cherished aspirations to 

paramountcy in the Far East. The position of Japan at that time 

of dedicating herself to the task of eliminating occidental political 

influence from East Asia was a curious one. Largely because of her 

inclusion among the Principal Allied and Associated Powers, Japan 

found herself at the end of the Great War with a voice in determining 

the destinies of Europe. Never before in history had an Asiatic na- 

tion had a place in the concert of Europe and shared in decisions which 

were thereafter to determine for all time the fate of millions of Cau- 

casians. It seemed as though the opportunity had come to translate
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into actuality the vision of Japan as a world power. Vanity obscured _ 

wisdom, and Japan involved herself in problems of not the least con- 

cern to her people. One contemplates today with bewilderment the 

fact that the assent of Japan is all that is necessary for the completion 

of Rumanian title to Bessarabia. It was obvious that neither did 

Japan have the political power and prestige nor did she have the basis 

in Jogic to retain her involvements in Europe and simultaneously to 

strive to eliminate Western influence from the Far East. Dictated by 

these circumstances, Japan has liquidated these involvements. The 

question whether Japan intends again deliberately to assume such 

involvements at a highly critical time, has, I believe, been answered 

by the reply of the Prime Minister to Mr. Debuchi. | 

One point to which I have already alluded—the apparently deliber- 

ate desire on the part of the Minister for Foreign Affairs to keep alive 

if not to cultivate the impression on the part of the British that the | 

| conversations with Germany and Italy might possibly result in an alli- 

ance—deserves more than passing mention. The feeling is definitely 

abroad that the initiative in these conversations has been taken by the 

Japanese; and I think that it is now fairly clear that the conversa- 

tions revolve primarily around the Soviet Union or communist activi- 

ties, or both. If that is so, one can explain Mr. Arita’s attitude toward 

my British colleague only by assuming that the Japanese Government 

hopes to utilize the conversations in bringing about a modification of 

British attitude with regard to the situation in China: that Japan is 

giving serious thought to associating herself with the totalitarian 

states and that, if Great Britain wishes to keep Japan from Joining | 

the hostile camp, a settlement over China cannot be indefinitely de- 

layed. It will be noted (see paragraph numbered 2, enclosure no. 1)#8 | 

that my British colleague made reference in his conversation with Mr. 

Arita to the effect of an alliance on British attitude toward Japan. 

Another purpose of a minatory character in the initiation by Japan 

of these conversations suggests itself, and that relates to Japan’s fish- 

ery dispute with the Soviet Union. As the fishing season in Siberian 

waters begins in April, conversations with regard to a new agreement 

between the Japanese and Soviet Governments have now been resumed. 

The point cannot be labored, but the suggestion at least is warranted 

that the creation of an impression that some plan affecting the Soviet 

Union is on foot might be conceived to affect in Japan’s favor the 

course of these conversations. 

In concluding this discussion, I desire again to observe that our 

thoughts on this matter at this time must perforce-be largely specu- 

lative. 

Respectfully yours, JosEPH C. GREW 

2% See quotation in paragraph 6 of telegram No. 73, February 8, 4 p. m., p. 6.
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762.94/293 : Telegram | | | 

The Ambassador in Italy (Phillips) to the Secretary of State 

| Rome, March 3, 1989—noon. | 
. [Received March 3—9: 33 a. m.] 

71. My No. 18, January 17, noon. My Soviet colleague informs 
me this morning that he has definite information that a conference 

| between representatives of Germany, Japan and Italy will take place | 
during the month of March in Berlin for the purpose of elaborating | 
the text of and signing the alliance between the three countries. He ' 

| added that the Japanese delegation which left Tokyo on February : 
2nd for Berlin consists of Kazuma of the General Staff, Abe of the 2 
Marine and Ito of the Foreign Office. | a | | | 7 PHILLIPS | 

| [For telegram No. 120, March 7, 6 p. m., from the Ambassador in 
Japan, see Foreign Relations, Japan, 1931-1941, volume II, page 163. ] 

762.94/299 : Telegram 

Lhe Ambassador in Italy (Phillips) to the Secretary of State 

: Rome, March 10, 1939—8 p. m. 
| [Received March 10—3:45 p. m.] 

84. My 76, March 7, 6 p.m. I mentioned to Ciano this afternoon 
| the reports current in Rome with regard to an Ttalian, German and 

Japanese meeting in Berlin with a view to elaborating and signing a 
three cornered alliance. I said that there was a further report that 
the Italians had decided not to participate and that the conversations 
therefore would be bilateral in character. 

Ciano denied categorically that there was any plan on foot between 
the three powers to bring the alliance into effect. The Italians were 
not planning to engage in any such conversations and he seemed 
vague as to the nature of the reported discussions between the Ger- 
mans and the Japanese. He thought that if these were to take place 
they might well have reference to an exchange of anti-Comintern 
information. He explained as he has done before that he could not 
give me any definite assurance that in the future the three powers 
might not decide to extend the pact into an alliance but he convinced 
me that the Italians at least were not taking any active steps in this 

* Not printed.
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direction at the present time. He said that the three Governments 
were in the closest touch and were constantly exchanging informa- 
tion. General Goering * he added would come to Rome shortly for 

_ this purpose and other exchanges would in the normal course take 

place. | | 

| PHtTirres 

761.9815 Manchuria/96 : Telegram 

Lhe Chargé in the Soviet Union (Kirk) to the Secretary of State 

Moscow, March 17, 1989—9 a. m. 
[Received 9:25 a. m.] 

112. Yesterday’s press published the speech of Stern, Commander- 
in-Chief of the first Far Eastern army which took part in the action 
at Lake Khasan last summer. He emphasized the completeness and 
finality of the Soviet victory in this engagement and stated inter alia 
that documentary evidence had been captured that indicated the 

Japanese had carefully prepared this “aggression” beforehand. One 
of the results of the engagement at Lake Khasan, Stern stated, had 

been to reveal that the Soviet armed forces in the Far East were better — 

armed in all basic branches than the Japanese Army. Stern stated 

that although it might be believed that the Japanese would draw the 

logical conclusions from the incident at Lake Khasan this apparently 

was not so and quoted recent speeches of Japanese leaders as evidence _ 
of Japanese aggressive intention against the Soviet Union. Stern 
referred in this connection to the extent and development of Japanese 

military preparations in Manchuria and stated that since 1934 the 

length of railroads in Manchuria had been increased from 6.5 to 11,000 

kilometres ; the Japanese forces in Manchuria and Korea had increased 

from 95 to 400,000 and “these transfers were continuing at the present 

time”; the number of airdromes in Manchuria had increased from 180 

to 250 during the same period. Stern likewise charged that the Japa- 
nese were preparing an attack on Outer Mongolia. He concluded 
that the Soviet Far Eastern army is many times more powerful than 

it had been in 1934 and was fully equipped to defend the Soviet Far 

Kast. 
| Kirk 

President of the German Reichstag, Minister President of Prussia, and 
Reich Minister for Air. 

* For correspondence concerning border hostilities, see Foreign Relations, 1938, 
vol. 11, pp. 441 ff.



18 FOREIGN RELATIONS, 1939, VOLUME III 

740.00/642 : Telegram | | 

The Ambassador in Japan (Grew) to the Secretary of State 

| Toxyo, March 21, 1939—5 p. m. | 
[Received March 21—7: 39 a. m.] 

138. Reference European crisis. 
1. We hear that one of the local American correspondents has cabled 

that the German Ambassador in Tokyo has asked the Japanese Gov- 

ernment for assurances of support. We have no reason to believe 

| that the story is true, and assume that its only basis is the call which 

the Ambassador made on the Minister for Foreign Affairs to com- 

| municate the German statement with regard to the seizure of Czecho- 

slovakia. | 

9. Editorial comment on the situation now in process of develop- 

ing in Europe is uninteresting, due presumably to absence of directive | 

from official quarters, where there apparently still exist differences of 

opinion and confusion of thought with regard to the position which 

| should be taken by Japan. Such comment is confined to such com- 

monplaces as: (a) there exists no moral justification for action against 

Germany so long as no effort has been made to satisfy Germany’s needs 

for basic raw materials; (6) Mussolini holds the key to the situation 

and may be expected to clarify his position by the address which he | 

is to make next Sunday; (c) the European crisis will operate to 

| Japan’s benefit, as Great Britain and France will not continue to 

supply munitions and funds to China. 

3 We hear from several reliable sources that until quite recently 

| majority opinion in Japanese official circles ran substantially along 

item (c) above, but that what might be described as dominant official 

opinion today is that an indefinitely prolonged state of uneasiness and 

uncertainty in Europe would better serve Japan’s interests than a 

clearing of the atmosphere by war: for the reasons that (a) war in 

Europe would probably lead to the eventual involvement of the United 

States and Japan on opposite sides, and (6) the elimination of Ger- 

many and Italy as to [sic] which threaten the peace of Europe would 

leave the victors a free hand to deal in turn with Japan. For these 

reasons the hardening of British and French attitude toward Germany 

was noted here with concern, but paradoxically enough this concern 

has been somewhat allayed by the British invitation to Russia to join 

in concerted resistance against German aggression. There is a lively 

belief that the British Government has again made the blunder of giv- 

ing Russia a voice in the settling of the affairs of Europe and has thus 

stultified the chances of effective concerted action being taken against
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Germany. It is thought that the eastern European nations which 
occupy an exposed position vis-a-vis Germany might possibly be in- 
duced to associate themselves with Great Britain and France in 
economic corrective measures, but that the opening up of possible 
Russian military action against Germany will make certain the neu- 
trality of such nations, especially Poland. 

Grew 

762.94/302a : Telegram 

The Acting Secretary of State to the Ambassador in Japan (Grew) 

WasHINneTon, March 21, 1939—7 p. m. 

67. The American press carries an Associated Press report dated 
Berlin, March 20, stating that Japan’s “congratulations” were con- 
veyed, by the Japanese Ambassador in Berlin, to the German Chan- 
cellor “on the newly acquired territory in Czechoslovakia”. Unless 
you perceive objection, please seek an early interview with the Minis- 

ter for Foreign Affairs and inquire orally, as under instruction from | 

and for the information of your Government, whether it is a fact that 
such congratulations were offered. | | 

ee _ WeELizEs 

762.94/303 : Telegram 

The Ambassador in Japan (Grew) to the Secretary of State 

Toxyo, March 22, 1939—8 p. m. 
[Received March 22—10 a. m.] 

| 140. Department’s 67, March 21,7 p.m. As the Minister for For- 

eign Affairs was occupied all day in the Diet, I called on the Vice 

Minister and made, as under instructions and for information of my 

Government, the oral inquiry desired by the Department. The Vice 
Minister said that he would investigate. 

This evening the Vice Minister informed me that although the 

Foreign Office has received no report as to how instructions were 

carried out in Berlin, the Japanese Ambassador in Berlin was directed 

to convey to the German Minister for Foreign Affairs “congratulations 

on the appropriate measures taken by Germany in the face of the 

threat of Slovakian independence, which measures it is believed will 

contribute to the peace of Europe and ultimately to the peace of the 

world”. 
The Vice Minister states that no congratulations were sent direct 

from the Japanese Minister for Foreign Affairs to either the German 

Chancellor or the German Minister for Foreign Affairs. G 
REW
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740.00/662 : Telegram a | | 

The Ambassador in Japan (Grew) to the Secretary of State — 

: | Toxyo, March 23, 1939—7 p. m. 
, | a _ [Received March 23—9: 30 a. m.] 

142. While speculation in Tokyo is rife as to the reasons for Arita’s 
visit yesterday to Prince Saionji” (he saw the Prince’s secretary 
Baron Harada), a five-Minister conference last night and a visit of 
the Prime Minister to the Emperor this morning, unofficial comments 
from various informed quarters indicate that these talks have been 
of a general nature concerning the European situation and Japan’s 
action in the event of a European war. The consensus of opinion is 
that Japan will endeavor to avoid embroilment in such a war, at least 
at the start and that a military alliance with Germany and Italy is 
definitely in the discard. | 

The Vice Minister for Foreign Affairs told me today in reply to my 
informal inquiry that no negotiations for a strengthening of the Anti- 
Comintern Pact have yet commenced and that this general subject is 
still confined to inter-ministerial discussion in Tokyo. | 

/ | | GREW 

762.94/310: Telegram | 

The Ambassador in Japan (Grew) to the Secretary of State 

| Toxyo, March 31, 1989—8 p. m. | 
[Received March 31—1:02 p. m.] 

161. Following is a paraphrase of a telegram sent to his Govern- 
' ment by the British Ambassador reporting a recent talk with the 

Minister for Foreign Affairs concerning the strengthening of the 
Anti-Comintern Pact: | 

“1, I reminded Mr. Arita that at our last interview he had stated 
that no negotiations had yet started for the strengthening of the 
Anti-Comintern Pact. What was the position today? He replied 
that negotiations had not started yet and that in any case Japanese 
Government remained firmly opposed to accepting any commitments 
or entanglements in Europe. On my pointing out that an alliance 
directed against U.S. S. R. was likely sooner or later to involve Japan 
in the very European entanglements to which the country was op- 
posed, Mr. Arita replied that if Great Britain were now to invite 
oviet Russia to take part in any combination of powers dangerous 

repercussion on Anglo-Japanese relations was inevitable. I observed 
that it was Germany’s annexation of Czechoslovakia which has 
brought Russia into Kuropean politics again and that it was useless 

* Surviving Japanese Genro, or “Elder Statesman.”
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to blame us for the inevitable effect of this action. Soviet Russia had 

stood aside at Munich but this had not deterred Germany from tearing 

up the Munich Agreement. The right course for Japan was surely to 

keep clear of any further commitments at least until the present situ- 

ation had cleared; otherwise I feared that His Excellency would be 

committing his country to entanglements which he might live bitterly 

to regret—entanglements with countries whose political and economic 

weaknesses and lack of reliability were daily becoming more obvious 

to the whole world. Mr. Arita adhered to his point that Japan was 

prepared to combat communism by all means and in association with 

powers holding the same views. 
9, Although Minister for Foreign Affairs was guarded in what he 

said, I was left with the strong impression that Japanese Government 

have now decided—or virtually decided—to convert the Anti-Com- 

intern Pact into an alliance against Soviet Russia. I also learn 

from him that this project which at one moment seemed to have re- 

ceived its coup de grace has been renovated by the effect on the army 

of the “rresistible’ power displayed by Germany in the Czechoslovak 

coup. | 

I am not yet in a position to substantiate Craigie’s impression and 

information as set forth above in paragraph 2 nor his belief that the | 

coming negotiations will take place in Tokyo instead of in Berlin but. i 

shall follow developments as closely as possible. | 

GREW 

762.94/319: Telegram — | | 

\ The Ambassador in Japan (Grew) to the Secretary of State ae 

| Toxyro, April-19, 19389—4 p.m. : 

[Received April 19—38:46 a. m.] 

186. During the last few days I have received informal and per- 

sonal assurances from several well informed Japanese, of unimpeach- 

able reliability, that I need no longer worry over the possibility of 

Japan entering into a general alliance with Germany and Italy. 
GREW 

762.94://321:; Telegram 

The Ambassador in Japan (Grew) to the Secretary of State 

Toxyo, April 20, 1989—38 p. m. | 

[Received April 20—10: 50 a. m.] 

188. My 186, April19,4 p.m. As opportunity has offered I have 

been quietly emphasizing to certain trustworthy Japanese whom- I 

could count on to pass my observations on to influential quarters the
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dangers to which American-Japanese relations would be exposed if 
Japan should associate itself with Germany and Italy in a general 
alliance (see Department’s 33, February 10,6 p.m.). The position 
which I took was that, if a general war were to break out in Europe, 
the likelihood should be discounted of the United States not becom- 
ing involved—naturally on the side of Great Britain and France— 
and that it would be idle to expect that in those circumstances rela- 
tions of peace could be maintained between the United States and 
Japan if Japan were aligned with Germany and Italy. The assur- 
ances mentioned in my telegram under reference were responsive to 
the several approaches which I had made along the lines above 
indicated. | | | 

2. I had a most significant conversation last night with the Minister 
of the Navy at the dinner which he gave in honor of the officers of 
the Astoria.* Admiral Yonai, on his own initiative and to my sur- 
prise, opened the conversation by remarking that he understood that 
I was concerned over the possibility of Japan becoming involved in 
Europe. He said slowly and with emphasis that “J apanese policy 
has been decided” and that I had now no longer cause for concern. 

| He admitted that there is an element which advocates Fascism for 
_ Japan and therefore the linking up of Japan with Germany and Italy 

but he said that this element has now been “suppressed”. He went 
on to say with some feeling that Japan can never be either a democ- 
racy or an authoritarian state but must stand apart from either group 

| although cooperating with both groups toward the maintenance of 
friendly relations. 

| 3. I later repeated to Yoshizawa,* who also attended the dinner, 
the statement made to me by Admiral Yonai. Yoshizawa said that 
he had not known of the decision to which Yonai referred and he 
assumed that it must have just been taken. He added that he knew 
that the navy had “the balance of power” between the opposing sides 
on this important question, and that the frank statement of the Ad- 
miral might be regarded as a definite indication of the J apanese Gov- 
ernment’s intention to refrain from becoming involved in Kuropean 
difficulties. He cautioned me, however, against entering into [ap- 
parent omission] would necessarily not be formulated some new ar- 
rangement for combating communism. 

4. I add a brief outline of other points brought up in my conver- 
sation with the Admiral in order to indicate the favorable trend 
which I believe is about to set in. 

5. Admiral Yonai said that there was being keenly felt the need 
for restoring good relations with the United States. I told the Ad- 

* See vol. rv, pp. 455 ff. 
“Director of the American Affairs Bureau, Japanese Foreign Office.



JAPANESE-AXIS-SOVIET RELATIONS OB 

miral frankly that many of the causes for the present state of Amer- 

ican feeling against Japan could readily have been avoided and where 

such causes still exist could readily be eliminated. I referred, for 

example, to the safeguarding of American properties. He was fa- 

miliar with this subject and said that the cause for these attacks was 

being investigated and that effective steps would be taken to correct 

them. He then passed on to the subject of naval limitation. He said 

that large navies are “dangerous toys”. He regretted that an agree- 

ment to limit naval armament is not feasible at the present time but 

he thought it essential to keep in mind that an agreement must soon 

be reached, as progressive raising of naval requirements by each of | 

the powers in turn could otherwise eventually result only in bank- 

ruptcy or a general explosion. He said repeatedly “there must be 

disarmament”. 

6. I am strongly of the opinion that the visit of the Astoria has 

been an important factor in bringing about the trend which the Ad- 

miral’s statements reflect. | | 

7 | GREW | 

762.94./324 ; Telegram 

The Ambassador in Japan (Grew) to the Secretary of State 7 

Toxyo, April 26, 1939—9 p. m. 

| [Received April 26—11: 30 a. m.] 

| 203. Our telegram No. 188, April 20, 3 p. m. Following from 

Osaka : ** | 

“April 26,5 p.m. At a casual meeting today with Mr. Kensato, 

Chief of the International Affairs Section of the Osaka Mainichi, 

he told me in confidence ‘although strong pressure has been brought 

to bear the Japanese five Minister[s] at yesterday’s extraordinary 

meeting in Tokyo decided that Japan would not join the Rome—Berlin 

Axis and would remain neutral in the event of war involving those 

Governments; that the Navy is particularly opposed to any military 

commitments to the Rome-Berlin Axis nations and that the Emperor 

considers it highly desirable to improve relations with America and 

ritain. 
President Roosevelt’s action in ordering the immediate return of 

the American Navy to the Pacific Coast is resented, many J apanese 

considering this as evidence that American Embassy has not kept 

Washington adequately informed of Japanese trends and that as a 

result Japan might be forced into a course of action that is an alliance 

displeasing to many liberals.’ Makinson.” 

Grew 

3 From George A. Makinson, Consul General at Osaka.
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762.94/339 : Telegram - 

Lhe Ambassador in Japan (Grew) to the Secretary of State 

Toxyo, April 27, 1989—11 a. m. 
_ [Received April 27—1: 40 a. m.] 

204. For Hornbeck. My letter April 12.2% Prince Chichibu” 
dined with us last night which gave me a favorable opportunity to 
discuss with him the subject under reference. I made full use of the 
opportunity. 

| | GREW 

794.00/145 : Telegram | 

he Ambassador in Japan (Grew) to the Secretary of State 

Toxyo, April 27, 1989—5 p. m. 
| [Received April 27—11: 45 a. m.] 

205. My 198, April 24, 10 p. m.% There follows our analysis of 
present trends of thought in authoritative J apanese circles with re- 
gard to reformulation of Japanese foreign policy in the light of the 
European situation. This analysis represents an attempt to reduce 
tosome form of order information, some of it contradictory, received 
from various responsible sources. | 

1. It would be premature to say that there now exists a Cabinet 
crisis but the position of the Cabinet is one of insecurity. The Min- 
ister for Foreign Affairs informed us privately 2 days ago that al- 
though press reports give the impression that the Cabinet is preoc- 
cupied with the question of relations with Germany and Italy the 
Cabinet is actually discussing a number of other problems both domes- 
tic and international. Some of the foreign correspondents are of the 
opinion that it is the question of entering into a military alliance with 
Germany and Italy which is primarily responsible for the insecurity 
of the Cabinet; but we believe that there is now little dissension over 
that point, which, as the Minister of the Navy stated to me, has been 
decided in the negative. There are other problems making for the 
Insecurity of the Cabinet. These problems, although recognized by 
[dying in] three separate areas, are nevertheless interrelated. They 

** An attached notation by Frank Duvall, of the Office of the Adviser on Political Relations, dated May 2, reads: “The letter of April 12, 1939, from Ambassador Grew at Tokyo is regarding the possibility of Japan’s entering a military alliance with Germany and Italy. Mr. Grew’s letter refers to a letter of February 14, 1939, from Mr. Herschel Johnson at London to the Under Secretary on the same aubject.” Letters of April 12 and February 14, 1939, not found in Department 

= Brother of the Japanese Emperor. 
*Not printed.
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are to be found: first, in Japan itself; second, in China; and third, 

in Europe. 
9. Of the first we cannot speak with certainty. It appears that the 

Prime Minister has committed himself with powerful religious and 
other nationalistic elements (which find their membership among 
civilians as well as the military) to bring about “national spiritual 
development”. This thought, when divested of well nigh incompre- 
hensible dogmas, can be reduced to the doctrine of revesting the Em- 
peror with temporal power now delegated to various agencies. The 
Diet, for example, would be done away with. There would then be 
set up an authoritarian government in which the Emperor would 
ostensibly at least be dictator. The Prime Minister has already 
made cautious but veiled public references to “spiritual development” 
but he now realizes that the aims which he has engaged himself to 
help bring about are entirely chimerical. Several of our informants 

_ believe that the Prime Minister has been caught between the saner 
elements in the Government and the nationalistic groups initiating 
this movement and will be obliged to resign. The latter groups inci- 
dentally are to be counted among the influential supporters of the : 
proposal to conclude a military alliance with Germany and Italy. 
These groups, as one informant put. it to me, are “better organized” | 
than their opponents. | 

3. Although there is no dissent within the Cabinet on China policy 
the Cabinet is obliged to take cognizance of the growing confusion 
in business circles and among the intelligent classes with regard to - ) 
precise Japanese objectives in China. The controlling official view 
has been that (a) China can be won over ultimately to cooperate with 
Japan against Great Britain and Soviet Russia and (6) the United 
States can be “separated” from Great Britain and induced to take 
a neutral position; thus leaving Japan free to eliminate Great Britain 
from the Far East. The liberal group has contended that it is im- 
possible for Japan to drive a wedge between the United States and 
Great Britain, and the message of the President to Chancellor Hit- 
ler,” along with the swing in the United States away from isolation- 
ism, has acted powerfully to lend authority to that view. 

4. The Minister for Foreign Affairs expressed to us optimism over 
the immediate future in Europe, and I believe that this reflects the 
predominant view in official Japanese circles. Although an alliance 
with Germany and Italy does not now appear to be under active con- 
sideration, we nevertheless continue to hear of some other arrange- 
ment being discussed between the German and Japanese Governments. 
Some of our sources state that this is the much talked of “strengthen- 

* Telegram of April 14, 1939, printed in vol. 1, section entitled “President 
Roosevelt’s Messages of April 14 to Germany and Italy .. .”
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ing of the Anti-Comintern Pact”, while others believe that it is to be 
ostensibly economic in character but with political implications and 
not to be confused with the trade agreement under negotiation since 

the end of last year. There are certainly indications that conversa- 

tions are still being carried on with Germany and Italy and these 
conversations must be expected to continue at least so long as grave 

concern is felt here over the shape which the anti-aggression arrange- 

ment, now under discussion between the British and Soviet Govern- 

ments, might take. If there should be contracted by the latter Gov- 

ernments anything in the form of an alliance which could be expected 
to form a springboard for concerted action in the Far East by the 

democratic powers, there might well occur reconsideration of what 

appears to be at least a tentative decision to keep from making mili- 

tary commitments. 

Grew 

762.94./325 : Telegram 

| The Ambassador in France (Bullitt) to the Secretary of State 

| | Paris, April 27, 1939—7 p. m. 
[Received April 27—2: 56 p. m.] 

837. The Chief of the Far Eastern Division of the Foreign Office read 
to us this morning telegrams received recently from the French Em- 

bassy at Tokyo regarding German efforts to strengthen Japanese col- _ 
| laboration with the Axis. The gist of these telegrams was that the 

Germans had in fact urged Japan to enter into a military alliance with 

Germany ; that there had been a “cat and dog fight” in Tokyo regard- 
ing the answer to be made to this proposal; that the moderates had 

won out; and that a week ago the Privy Council had taken a decision 

to agree to strengthen “on an ideological basis” the Anti-Comintern 
: Pact, but to refuse the offer of a military alliance. It was also reported 

that the Germans had proposed that the former German colonies in 

the Pacific should be returned to Germany and that certain ports in 
China should be placed at their disposal. 

The Embassy reported that by agreeing to strengthen ideologically 
the Anti-Comintern Pact the moderates hoped that they had appeased 

both the extremists in Japan as well as the Germans while at the same 
time intending to see to it that any strengthening of the pact which 
might take place would be largely a matter of words. 

Boixuirr
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740.00/1192; Telegram | | 

The Ambassador in the United Kingdom (Kennedy) to the Secretary 
of State 

| Lonpvon, April 27, 1939—7 p. m. 
[Received April 27—3:25 p. m.] 

570. I saw Halifax ® today to urge him to take a strong position on 

the barter situation. The matter is now in the hands of the technical 

experts, but I am keeping on top of it. | | 

While I was there the Japanese Ambassador came out and I asked 

Halifax some questions about his visit. He told me he understood the 

Germans were trying to persuade the Japanese that the English over- 

tures to Russia were really a gesture against Japan and that the Ger- 

mans were urging the Japanese to turn the Anti-Comintern Pact into 

an offensive and defensive alliance. Halifax said he assured the Japa- 

nese Ambassador that any talks they had with Russia did not pre- 

suppose any mixing up in the Japanese proceedings at all and that the 

British were inclined to confine themselves wholly to the situation in | 

Europe, provided the Japanese behaved themselves reasonably well. , 

Halifax said their information indicated that the Japanese were be- 

coming a little more reasonable due to their own situation becoming a 

little more untenable. 
KENNEDY 

%62.94/340: Telegram 
| : | 

The Ambassador in Japan (Grew) to the Secretary of State 

| Toxyo, May 5, 1939—6 p. m. 

[Received May 5—2:25 p. m.] 

915. Our 205, April 27, 5 p. m., paragraph 4. 

1. Recent intense activity among high Government officials culmi- 

nated yesterday in a long audience of the Emperor by the Minister 

for Foreign Affairs and the subsequent summoning to the Foreign 

Office of the German and Italian Ambassadors. While strict secrecy 

is being preserved as to the decision reached, informed sources believe 

that Japan has refused to enter a military alliance with the totali- 

tarian states which might embroil this country in a general Kuropean 

war and would bind Japan to go to war with Soviet Russia at any 

time chosen by Germany for an attack. It is believed in some quarters 

that a formula has been evolved in the nature of a mutual assistance 

* Viscount Halifax, British Secretary of State for Foreign Affairs.
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_ defensive pact against Soviet Russia but that this formula falls short 
of a general military alliance. It remains to be seen whether the 
new proposal, whatever [it may be?], will prove acceptable to Germany 
and Italy. | 

2. Am informed unofficially there has recently been a strong recru- 
descence of pressure brought to bear on Japan by Germany and Italy 
but that the entire Cabinet, with the exception of the Overseas Min- 
ister, General Koiso, and the War Minister, is opposed to a general 
alliance. General Itagaki himself is believed to be opposed to such 
alliance but has been obliged to represent the views of the extremists 
in and out of the Army. | 

3. My French colleague accepts as reliable reports that with a view 
to bringing Japan into the German camp the German Government 
recently threatened to denounce the Anti-Comintern Pact unless Japan 
consented to implement the commitment for an alliance alleged to 
have been signed several months ago by General Oshima, the Japanese 
Ambassador in Berlin, who thereby exceeded his instructions, and that 
Japan thereupon proposed some sort of secret agreement but that 
Germany declined this proposal. 

4. None of the many reports now pervading Tokyo is as yet suscepti- 
ble of confirmation but I think it is safe to assume that those press 
correspondents who have cabled to the United States reports that a 
general alliance has been accepted by Japan have no certain ground 
for their beliefs. — 

| | Grew 

762.94/373 

Lhe Ambassador in Japan (Grew) to the Secretary of State 

No. 3879 Toxyo, May 8, 1939. 
[Received May 29.] 

Sir: In a series of telegrams, the last of which is my 215, May 5, 
6 p. m., I have endeavored to furnish the Department currently with 
information indicating the trend of authoritative J apanese thought 
with regard to the negotiations which are in progress between Japan 
and Germany and Italy with regard to a new arrangement by treaty 
which would afford a further manifestation of the special relations 
which exist among those three countries. I had the honor to present 
in my despatch no. 3709, February 27, 1939, a discussion of the general 
principles by which J apan has been guided in its relations with the 
countries of Europe. I referred to the liquidation of the involvements 
of Japan in the affairs of Kurope which arose out of her participation 
in the various treaties of peace that concluded the Great War, and 
I raised the question whether she would again assume commitments 
even more hazardous than those of which she has just divested herself.
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We now know as a definite fact that the advantages of Japan’s 
associating herself with Germany and Italy in a treaty of alliance 
have been explored; we know, further, that there have been conver- 
sations between the Japanese and German Governments with regard 
to some new treaty—not necessarily a military alliance; but whether a military alliance has been the subject of formal discussions is a ques- tion which need not detain us. The Minister for Foreign Affairs said _to me that there had been no “negotiations” or even “preliminary con- versations”, but that there has been a conveyance of views back and forth is implicit in the ironic observation which Mr. Arita made to me that it is he and not Mr. Shiratori, the Japanese Ambassador at Rome, or General Oshima, the J apanese Ambassador at Berlin,—both ardent advocates of the tripartite alliance idea—who is responsible for the conduct of Japan’s foreign relations. I do not attach much _ importance to the question whether or not formal negotiations be- tween the governments concerned have taken place. The fact which is | impressive is that there are at work in this country powerful and sinister influences supporting the machinations of Mr. Shiratori and General Oshima; and if these influences should prevail, the fact that Germany could not see its way clear to accepting the . Japanese pro- 
posal of an alliance against Soviet Russia should not delay the con- clusion of a treaty to the entire liking of Germany and Italy. For- | tunately, the indications at this moment of writing are that these influences are not in the ascendancy. | 

I propose in the present review of events bearing on the question of | Japan’s relations with Germany and Italy, to begin with the reference to this question by the Prime Minister in his conference with press correspondents on March 29. There is no official version of his state- ment, but the tenor of his remarks was that the national spirit of Japan is not reconcilable with either democracy or fascism, that J apan intends to refrain from j olning either the democratic bloc or the fascist bloc, but hopes to cooperate with both in the interests of peace. The majority of my colleagues regarded this statement with only passing interest; but when it is realized that there are, as I shall hereafter re- late, elements favoring the alliance with sufficient influence to threaten the security of the present Cabinet, the apparently commonplace state- ment of Baron Hiranuma’s assumes important proportions, 
The next landmark is the situation developing out of the German erasure of the Czecho-Slovakian state, the Japanese reaction to which was discussed in my 188, March 21,5 p.m. Reference was made in that telegram to the feeling which at one time prevailed here that a war in Europe would work to J apan’s advantage, as it would give Japan a free hand in China; to the succeeding phases of doubt and 

278040—55—_3
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then of alarm over the probable repercussions in the Pacific of a war 

in Europe; and finally to the relief with which the report was re- 

ceived that Great Britain had invited the Soviet Union to join in a 

common defense against German aggression. The greatest confidence 

was expressed that Poland would not enter any system of collective 

security against Germany of which the Soviet Union was a member, 

and there was undisguised satisfaction over the refusal of Poland to 

align herself with Russia. It was thought that the immediate danger 

of a war in Europe had been tided over and that the situation there 

would revert to a chronic condition of alarms and excursions, which 

would nicely fit the Japanese book. The turn which events subse- 

quently took, however, was unexpected, and, while the importance of 

the Anglo-Polish pact of mutual assistance * is discounted to some ex- 

tent, the Anglo-Soviet conversations with regard to a separate ar- 

rangement for mutual assistance brought realization of a possible 

danger to Japan closer to home than a system of collective security 

against Germany. Press despatches from Europe disclosed that the 

Soviet Government had proposed that the arrangement presented by 

the British Government, which would become operative only in the 

event of aggression by Germany, be enlarged to include provision — 

| against Japanese aggression. My British colleague assured the Japa- _ 

nese Government that the Soviet proposal is not acceptable to his 

Government, but I am informed by Japanese sources that, in the 

Japanese view, the absence of any explicit undertaking on the part 

of Great Britain to guarantee Soviet frontiers in the Far East would 

not remove concern lest the close association deriving from the two 

European Powers’ arrangement, if established, against Germany bring 

about a concerting of actions and policies for the protection of com- 

mon interests in the Far East. 

I do not pretend to know at what point renewed consideration began 

to be given by the Japanese Government to the “strengthening of the 

Anti-Comintern Pact”. As a piece of speculation I would put it 

somewhere toward the end of March, when there began a series of 

conferences of the “inner cabinet” of five ministers, which has not 

entirely ceased, and much visiting back and forth of important per- 

sonages. I began at that time to say to certain Japanese who were 

well disposed and who also had personal or other associations with 

those who were actually in process of deciding Japanese policy, that it 

would be well for Japan to ponder the risks to her relations with the 

United States if she were to enter into a general alliance with Germany 

and Italy. I referred to the swing in American thought away from 

21See British Cmd. 6106, Mise. No. 9 (1989), pp. 836-37; Prime Minister Cham- 

berlain on March 31 made a statement in the House of Commons, and an Anglo- 

Polish communiqué was issued April 6.
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isolationism and to the opinion being expressed with increasing fre- 

quency by Americans prominent in various walks of life that, if a gen- 

eral war were to occur in Europe, it would be only a question of time 

before the United States became involved. I pointed out that, with 

the entry of the United States into the hostilities on the side of Great 

Britain and France, it would be futile to expect that the relations of 

peace between the United States and Japan could be maintained if 

Japan were aligned with Germany and Italy. I reduced the question 

to its simplest elements and did not attempt to elaborate. Within a | 

few days I had gratifying responses to the effect that I had cause no | 

longer for concern lest Japan form an alliance with Germany and 
| Italy. The most authoritative response came unsolicited from the 

Minister of the Navy.. : 

On April 18 Admiral Yonai was host at a dinner for the officers of 
the U. S. S. Astoria, which I and several members of my staff also 
attended. During the dinner he said to the Counselor of the Embassy, 
who sat next to Admiral Yonai, that he had a communication to make 
to me but that, as his knowledge of English was limited, he would 

make it to Mr. Dooman * in Japanese and would ask the latter to a! 

repeat it tomein English. The following is the substance of Admiral | 

Yonai’s reference to Japanese attitude toward the situation in Europe: 

He understood that the American Ambassador was greatly con- 
cerned lest Japan become involved in the crisis in Europe. A decision . 
had just been taken by the Cabinet which removed cause for any such | 
concern: “Japanese policy has been decided”. There is an element : 
which advocates the setting up of fascism in Japan, but that element . 

has been suppressed. The center of Japanese thought is the Emperor, 
and it is inconceivable that there could be established in Japan any | 

form of government, whether democratic or authoritarian, which 
would prejudice the position of the Emperor. Japan, therefore, could 
not join either the democratic or the fascist bloc, but it would cooper- 
ate with both. 

When Admiral Yonai’s statement was repeated to me, I expressed to 

him my gratification over his disclosure to me of the trend of official 

Japanese thought. Admiral Yonai smiled broadly and remarked that 

he had been “very busy” over this question and was glad that it had 

been decided. This episode gave me great satisfaction for two rea- 
sons: the indication of policy coming from the Minister of the Navy, 
one of the two most influential members of the Cabinet (the other 
being, of course, the Minister of War), was of the most authoritative 

character, and I had evidence that my contacts had access to the few 
people who really count today in this country. | 

_ As reported in my 215, May 5,6 p. m., it appears likely that, subse- 
quently to the decision which was taken by the Cabinet as reported to 

* Bugene H. Dooman, Counselor of Embassy.
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me by Admiral Yonai, renewed pressure by Germany and Italy was 
brought to bear on Japan, including, according to information coming 
to the French Ambassador, a threat to denounce the Anti-Comintern 
Pact unless a commitment, given without authority from his Govern- 
ment by the Japanese Ambassador at Berlin, to enter into an alliance 
were implemented. There was also renewed pressure on the Govern- 
ment from ultra-nationalistic elements who, while advocating a return 
to an absolute monarchical government tribal in its primitiveness, find 
congenial German and Italian policies. Most observers now believe 
that there has evolved out of the constant series of cabinet conferences 
a decision which, although containing elements of a definitive charac- 
ter, is suiliciently elastic to permit Japan to trim its sails to any wind 
which may hereafter prevail—that it is in essence a compromise. 
Having weighed such evidence as is available, I lean strongly to 

the belief that Japan has refused to enter into an alliance with Ger- 
many and Italy. Quite apart from what is told us by Admiral Yonai | 
and other Japanese, there is the report arriving today from Milan 

| that the Foreign Ministers of Germany and Italy have agreed to 
proceed to the conclusion of an alliance. This report, following so 

| closely on the calls of the German and Italian Ambassadors in Tokyo 
_ on the Japanese Foreign Minister on May 4, raises the thought that, 

had the communication made by Mr. Arita to General Ott and Mr. 
Auriti been responsive to the proposal for an alliance, the logical 
time and occasion for announcing the adherence of Japan to the 
alliance would have been yesterday at Milan. The Japanese Govern- 
ment cannot afford, however, to leave the matter with a negative reply. 
Not alone is there to be considered the advantages which Japan derives 
from the turmoil which Germany and Italy maintain in Europe, but 
the disappointment of chauvinistic elements at home over Japan’s 
failure to place both feet firmly in the fascist camp will have to be 
alleviated. Iam, therefore, prepared to place credit in reports that 
an agreement is being considered, or has even been formulated, “to 
strengthen the Anti-Comintern Pact.” Japan’s position, as we see it, 
is to avoid the making of commitments which would automatically 
place her on the side of Germany and Italy by there arising a situation 
(in Europe) beyond her power to prevent or control; and, in order to 
avoid alienating her friends, to give new expression to the special 
relations which in fact exist between Japan and Germany and Italy. 
It will be Japan’s plan, as we see it, to keep open a way into either 
camp and to watch developments—especially the progress of British 
efforts to bring the Soviet Union into the anti-aggression front. 
Respectfully yours, JOsEPH C. GREW
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740.00/1871 : Telegram 

The Secretary of State to the Ambassador in Japan (Grew) 

WasHineton, May 9, 1939—2 p. m. 

120. A telegram of May 8 from the American Embassy at Berlin ** 

reads in part as follows: | 

“German sources indicate that the proclamation of the German- 
Italian military alliance as well as the reported conversations with 
Russia are maneuvers intended to frighten the Western Powers and 
to influence Japan to join Italy and Germany in a military alliance.” 

| | Huw 

762.94/342 : Telegram | 
The Ambassador in Japan (Grew) to the Secretary of State 

| Toxyo, May 10, 1989—11 a. m. 

[Received May 10—2:36 a. m.] _ 

216. Our 215, May 5, 6 p. m. a 

1. The Minister for Foreign Affairs, who dined at the Embassy 

last night, stated to me definitely and categorically that Japan would | 

not enter into a general alliance with Germany and Italy. This, | 

however, was said in casual conversation and should not be taken as 

an official commitment. | : 

2. A thoroughly reliable Japanese informant advised us yesterday | 

to “stand by” for a Cabinet crisis. He stated that yesterday’s confer- 

ence of the inner Cabinet was a stormy affair and that Arita became 

so angry that he left the meeting. 
3. From other sources we gather that the ultra nationalistic ele- 

ments referred to in our 205, April 27, 5 p. m., paragraph number 2, 

are bitterly disappointed over the decision not to conclude the pro- 

posed alliance and are wholly dissatisfied with the sop which is to 

| be thrown to them (as well as to Germany and Italy) in the form of 

“strengthening of the Anti-Comintern Pact”; that the position of the 

Prime Minister is rapidly becoming untenable; and that Marquis 

Kido * is being talked of as his successor. 
GREW 

= Not printed. 
* Japanese Minister of Home Affairs.
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762.94 /885 

Memorandum by the Adviser on Political Relations (Hornbeck)® 

| [Wasuineton,] May 11, 1939. 

Great importance—undue importance, I think—appears to be at- 
tached in various quarters to the question of the consummation or 
non-consummation of a general defensive and offensive alliance be- 
tween on the one hand Germany and Italy and on the other hand 
Japan. Solicitude is felt—undue solicitude, I think—lest action by 
the United States in relations with Japan might strongly influence and 
possibly determine Japan’s decision in that connection. 

Granting that some conspicuously and substantially hostile act on 
the part of the United States might drive Japan, under the urge of 
certain shallow-minded and chauvinistically constituted of her mili- 
tary people, to take the plunge and make a hard-and-fast and compre- 

| hensive commitment to Germany and Italy, I do not (1) believe that | 
the taking of any moderate steps toward bringing pressure upon 
Japan such as have been and are under consideration in this country | 
would have such an effect, and I do not (2) believe that, in any event, 
the world situation would be made substantially worse if the Japanese 
were to take such a step. | 

To Germany and Italy it would be advantageous were they able 
to announce that Japan had entered into such an alliance with them. 

. The advantage would be largely psychological. Those two powers 
have nothing to lose by the consummation of such an alliance. The 
accruing psychological advantage would be of value to them. There- 
fore they, especially Germany, are pressing Japan to take that step. 

To Japan, however, no special advantage would accrue from the 
| announcement of such an alliance. The psychological effect upon 

the Chinese would be either negative or adverse to Japan’s interests. 
The Chinese already consider that Germany and Italy have betrayed 
them, and they know that Germany and Italy are already helping 
Japan; the Chinese would not consider that Japan was materially 
strengthened by the consummation of the alliance, and they would 
be all the more convinced that the only chance which they had of 
retaining their freedom lies along the line of continuing to resist 
dapan. The psychological effect upon the rest of the world would be 
adverse to Japanese interests. The Japanese have been told ex- 
pressly that Great Britain and France and the United States would 
look with great disfavor and apprehension upon the entry by Japan 
into such an alliance; and they know that such a step on their part 
would add to their present unpopularity with other “democratic” 
countries. The thing on which the Japanese are most intent now, 

* Notation by the Secretary of State, May 15: “Thanks. OH”.
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second to their intentness upon the objective of defeating China, is 

avoidance of bringing to bear upon themselves increased disfavor or 

a positively hostile attitude on the part of the United States. They 

will not lightly antagonize the United States simply for the purpose 

of making themselves more popular with Germany and Italy. 

Germany and Italy are not in position to render Japan much more 

of service than they are already rendering. They might sell Japan 

more goods than at present, but not on terms conspicuously to Japan’s 

advantage. In the event of a war in Europe they would probably 

have to curtail rather than expand the volume of their exports to 

Japan, especially exports of arms and ammunition. Also, in the 

event of war, they would not be able to render Japan any assistance 

in the Far East, and it is now and it would be then in the Far East 

that Japan’s need of military assistance lies and would lie. There is 

pot much that Germany and Italy can pay or plausibly promise to 

pay Japan as the price of entry by Japan into an alliance with them. 

Moreover, the Japanese know as well as do we that, if war comes in 

Europe, the chances in the long run are against Germany and Italy. 

They realize as do we that over the long swing Great Britain and 

France have much more of the world’s resources to draw upon and ~ 

much greater chance of reenforcement than have Germany and Italy. 

They know that were Germany and Italy by chance to win there would 

be nothing in Europe with which Japan might be rewarded for assist- 

ance which Japan might have given. The Japanese have no inten- 

tion either of being on the possibly losing side or of giving assistance 

to any side without prospect of definite and substantial profit to and 

for themselves. They know that if, having entered into such an 

alliance, they were called upon to give military assistance in Kurope 

they would be placed in an embarrassing position; that they would 

not wish thus to perform; and that if they refused to perform they 

would be further branded than now as treaty breakers. 

For the Japanese, the logical thing to do is to regulate their rela- 

tions with Germany and Italy on the basis of constant bargaining, 

with short-term accounts, constant deliveries back and forth, and fre- 

quent balancing of separate accounts. There are a number of steps 

which the Japanese have in contemplation in the Far East some of 

which they might take at any time but each and all of which they 

might take with greater assurance were a war to begin in Europe. 

In the light of that fact, there is reason for the Japanese to desire that 

war break out in Europe, and for that reason the Japanese might 

enter into an alliance with Germany and Italy for the purpose of 

encouraging Germany and Italy to go to war. It is conceivable that 

the Japanese might consider that the fact of a war having broken in 

Europe would be of sufficient advantage to them to outweigh the
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disadvantages to them which would flow from their having entered 
into an alliance. It therefore cannot be assumed with absolute confi- 
dence that the Japanese will be guided by the dictates of logic as 
regards the long swing. It therefore must be admitted that there 
is a possibility of Japan’s entering into an alliance. But, within that 
line of reasoning, Japan’s decision would have been brought about | 
-by considerations inherent in the situation in Europe and the situation 
in the Far East, and not by an impulsion—in the form of a reac- 
tion in Japan to a pressure threatened by the United States—from 

| the United States. | 
Suppose, however, for purposes of discussion, that Japan were, in 

consequence of no matter what considerations, to enter into the alli- 
ance. What would be the general and the particular effects? 
The initial psychological effects in Europe would be to the advan- 

tage of Germany and Italy. This might possibly increase the likeli- 
hood of intensified German aggression. But, in so far as military 
potentialities are concerned, it would not substantially alter the now 
existing situation. It would not add to Germany’s and Italy’s mili- 
tary strength or economic resources. The Germans and the Italians 
know that Japan has her hands full in the Far East, that she has 
nothing which she can send them, and that, if she had, there is a long 
gap between promises and performance in such a connection. The 
only thing which Japan could do which would be to the advantage 
of Germany and Italy would be to create a diversion which might 
render Russia ineffective in Europe. But, Germany and Italy have 
proceeded and are proceeding on the assumption and expectation that 
Russia will in the event of a war in Europe stand aloof. The mere 
fact of having Japan as an ally might give them some additional 
assurance in that connection but it would not add to Germany’s 
capacity to deal with Great Britain and France. J apan’s entry into 
the alliance would not decrease Great Britain’s and France’s strength 
in Europe, for the simple reason that the British and the French have 
given up all thought of being able, in the event of war, to act in the 
Far East, and, if attacked by Japan in the Far Kast, will not attempt 
to defend their positions there. 
With or without being in an alliance with Germany and Italy, 

Japan will, in the event of a war in Europe, proceed in the Far East 
in accordance with (a) her capacity and (0) her estimate of what is 
directly to her own interest and advantage. The fact of being in an 
alliance would not increase Japan’s capacity in that connection or 
alter her estimates. It would be to her advantage in one way only: 
it would give her the assurance that Great Britain and France, already 
preoccupied in Europe, would continue for some time to be fully 
occupied there and would not be able for some time—as might be the
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case were a condition of peace brought about and assured in Europe— 

to turn their attention to the safeguarding of their interests in the 

Far East. But, against that advantage, the Japanese would have the 

disadvantage of increased solicitude on the part of the United States 

with regard to developments in the Far East and an increased possi- 

bility of friction and serious difficulty between the United States and 

Japan. | 

There is ample warrant for the view that the Japanese will continue 

to keep alive the subject of possible entry by them into the alliance, 

but that they will refrain from making a commitment either “yes” 

or “no” unless a war in Europe breaks out and until they shall have 

observed for some time the course of the military operations. 

It therefore is believed that, in giving consideration to problems 

of relations between the United States and Japan, we should not be 

unduly influenced by the thought of possible influence of our acts upon 

Japan’s relations with Germany and Italy or unduly apprehensive 

lest steps which we might take so turn the scales as to lead to Japan’s 

entering the alliance. If by any chance Japan should enter the alli- 

ance, the fact of her having done so would probably not over a several 

years’ swing substantially alter the effective course of world events. — 

| Srantey K. HorNpeck 

762.94/364 | 

Memorandum by the Adviser on Political Relations (Hornbeck) 

| [Wasuineton,| May 15, 1939. : 

Reference, statements marked in news dispatch from Mr. Fleisher, 

Tokyo, May 14, 1939, of which a copy is here attached.* 

Mr. Fleisher reports: 

“The belief is held in Japan that the United States would almost 

certainly enter such a war [a war which, beginning in Kurope, would 

involve the totalitarian states and any states allied to them] * on 

the side of the democracies and that Japan would find herself at war 

with America against her will. The navy, in particular, is strongly 

opposed to such a policy. Those who share the navy’s view point 

out that Japan has plenty to do in East Asia . . .* and had better 

not look farther afield. 
“On the other hand, advocates of a military alliance with Germany 

and Italy point out ... Seito Nakano. . ., an open advocate of 
the proposed alliance, argues in a current magazine article that the 
combined strength of Germany, Italy and Japan would ‘equally bal- 

ance’ that of Britain, France and the Soviet Union and thus contribute 

% New York Herald Tribune, May 15, 1939, p. 1. 
* Brackets appear in the original memorandum. 
88 Omissions indicated in the original memorandum.
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to peace in Europe. He believes the United States ‘too cautious’ to 
become involved in a European conflict and says America would 
remain neutral.” | | 

Assuming that this indication of the lines on which J apanese opinion 
is divided is an accurate index, it would seem that anything which 
the American Government might do, in word or in act, which would 
tend to amplify the impression in Japan that, in the event of a war, 
the United States might become associated with the democracies, and 
which would tend to diminish the impression that the United States 
would remain neutral, would lend support to the opponents in Japan 
of entry by Japan into the proposed alliance. 

Stantey K. Hornseck 

741.61/610: Telegram | . . 

Lhe Ambassador in Japan (Grew) to the Secretary of State | 

Toxyo, May 16,.1939—7 p. m. 
[Received May 16—11:10 a. m.] 

227. My British and French colleagues have recently told the For- 
eign Minister under instructions that in the present negotiations with 
Soviet Russia ® their respective Governments have made no commit- 

_ ments applying to the Far East but that if Japan now contracts a 
| general alliance with the totalitarian states their Governments may be 

obliged to reconsider their position in this respect. 

GREW 

762.94/360: Telegram 

Lhe Ambassador in France (Bullitt) to the Secretary of State 

| Parts, May 23, 1989—5 p. m. 
[Received May 23—4: 32 p. m.] 

994, The Chief of the Far Eastern Division at the Foreign Office 
Tread to us this morning a telegram received on May 21 from the French 
Ambassador at Tokyo reporting that the Japanese Government had 
definitely decided not to enter into a military alliance with the Axis 
Powers. The Ambassador reported that on either May 11 or 12 Hira- 
numa and Arita, incensed at the attitude of the Extremists, had ten- 
dered their resignation[s] to the Emperor. The Emperor had refused 
the resignations and had requested them to remain in office and to 
continue their policy. 

For correspondence on British and French negotiations with the Soviet 
Union, see vol. 1, section entitled “Anglo-French-Soviet N egotiations .. .”
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On May 15 the Ambassador under instructions from Paris had 

called on the Vice Minister for Foreign Affairs and had referred to 

reports published in Japan that the Franco-British negotiations with 

Soviet Russia envisaged action in the East. The Ambassador denied 

these reports, stating that the arrangements under negotiation with 

Russia contemplated action only in the west. He added that the reason 

for this was that it was inconceivable to the French Government that 

it could ever go to war against Japan. At the same time he took occa- 

sion to refer to reports that Japan was considering a military alliance | 

with Germany and Italy and stated that of course if such an allegiance 

| alléance?] should be concluded this would mean that Japan might go 

to war against France and therefore the French Government would 

be obliged to reconsider its views regarding the Soviet arrangement. 

The Ambassador reported that the Japanese Foreign Office had given 

publicity to only the first part of his statement of May 15 which had 

produced an excellent effect. The second part of his statement had 

not been given publicity but had undoubtedly influenced the Japanese : 

Government in its decision not to enter the military alliance. The 

Ambassador concluded by reporting his conviction that for the time 

being at least there would be no question of a military alliance or of a 

Cabinet. crisis. | | 

Reference my 976, May 20, 2 p. m.*° Chauvel said that yesterday 

the Foreign Office had instructed the French Ambassador in Tokyo 

to send a brief note to the Japanese Government referring to the Inter- 

national Settlement of Shanghai. | 

The note would point out that the French Government because of 

the fact that it was represented by the French Consul on the govern- 

ing body of the International Settlement was interested in the status 

of the International Settlement and of course could not disinterest 

itself in any proposed changes affecting the Settlement. The note 

would then invite attention to the recent American aide-mémoire* 

and state that the French Government associated itself with the point 

of view expressed therein. 
Reference my 874, May 3, 5 p. m.,” last paragraph. Chauvel said 

that the French Government had been informed by the British Govern- 

ment that the latter considered it inopportune at present to go forward 

with the idea of embargoing iron ore exports from British and French 

Far Eastern possessions to Japan. 
The British Government had stated that perhaps at some later time 

this proposal could be considered in connection with some compre- | 

hensive plan to bring pressure to bear upon Japan if such a plan 

“Vol. Iv, p. 56. 
“1 Dated May 17, Foreign Relations, Japan, 1931-1941, vol. 1, p. 842. 

* Post, p. 534.
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should seem advisable. Chauvel said that the French Government 
therefore had decided to remove the embargo on the export of iron 
ore from French Indo-China to Japan. This would not be done 
immediately because the French Government was using the embargo 
as a bargaining point in an effort to conclude the negotiations with 
Japan for a commercial agreement. 

Referring to the requests made of the French Government in the 
aide-mémotre presented by the Chinese Ambassador on April 13 (see 
my 766, April 18, 2 p. m.**), Chauvel stated the following: (1) a 
group of French banks is prepared to extend a loan to support the 
Chinese currency subject to receiving a guarantee from the French 
Treasury. The matter is now in Reynaud’s “ hands. (Reynaud told 
me last night that the French Government had decided to guarantee 
this loan to the amount of 200,000,000 frances) ; (2) the competent 

: French technical services have reported favorably a proposal to 
_ extend export credit guarantees to cover the purchase of ‘railway | 

equipment in particular for the construction of a railway between 
Yunnan and Chungking (the amount involved is about 800,000,000 | 
francs) ; (3) the French Government has gone further than requested 

_ by the Chinese Government in that it has removed entirely the transit 
duties on supplies of material destined for the Chinese Government 
passing through Indo-China. 

Butirrr 

740.00/1598 : Telegram 

Lhe Chargé in Japan (Dooman) to the Secretary of State 

Toxyo, May 26, 1939—8 p. m. 
[Received May 26—11: 35 a. m.] 

245. Our 234, May 18,5 p. m.® 
1, The Ambassador immediately before his departure and I more 

recently have had conversations with leading Japanese, including 
members of the Cabinet, which give me the definite impression that, 
in view of the way in which events in Kurope are shaping, there is 
taking place here an anxious search for a position which would afford 
Japan security. 

2. In a conversation on May 16 with the Ambassador and me, one 
well informed person stated that he and those who think as he does, 
who had sufficient influence to defeat the proposal of an alliance with 
Germany and Italy, are convinced that the only safe course for Japan 
to follow is to restore good relations with the democratic states espe- 

* Post, p. 665. 
“ Paul Reynaud, French Minister of Finance. 
“ Foreign Relations, Japan, 1931-1941, vol. 1, p. 1.
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cially the United States and he made a strong plea for some indication 

by the United States that restoration of good relations with Japan 

was desired, a step which would greatly support those who were 

opposing any new anti-Comintern commitment. The Ambassador 

replied that he could not recommend to his Government that it give 

such indication unless Japan could first offer evidence of intention 

to make peace with China on terms which could be expected to meet 

the Chinese terms and command the approval of the American Gov- 

, ernment. The informant said that an indication of Japan’s peace 

terms might better come from the Minister for Foreign Affairs; that 

he would report the conversation to Arita; and that he would urge 

Arita to defer any new anti-Comintern commitment until the Am- 

bassador had time to communicate with the Department. 

3. When I talked with Arita on the 17th I found that he was 

familiar with the conversation of the preceding day. He was, how- 

ever, excited over the Anglo-Soviet negotiations and was in no mood 

to talk of anything else. In view of this conversation and of the 

conversation which the Ambassador had with the Foreign Minister 

on the following day, as reported in our telegram under reference, 

the Ambassador felt as I then did that the views expressed by the 

informant referred to in paragraph 2 should be discounted. 

4, However, in subsequent conversation with the high official  men- 

tioned in my strictly confidential 242, May 23, 11 p. m..” and with 

one of his personal advisers, I was told that Japan did not want to 

tie up with Germany and Italy as there are in those countries under 

surface currents which gravely prejudice confidence in any political 

arrangement which Japan might make with them. The thought was 

subtly conveyed that if war broke out in Europe there would be little 

security for Japan in seeking to maintain neutrality and that Japan 

would greatly prefer to be associated on terms of close friendship 

with the democratic states than with Germany and Italy through an 

alliance. I might add that there was expressed doubt whether the 

latter countries could defeat the democratic states. 

®. There is in these and other authenticated evidence that the Presi- 

dent’s message to Germany and Italy “ and other signs of probability 

that the United States would not be indifferent to a war in Europe 

have awakened some Japanese to the risk of involvement with the 

United States figuratively by way of Europe if not directly across 

the Pacific. The high official referred to in paragraph 4 said to me 

that Japan would be prepared eventually and under certain condi- 

“ Baron Hiranuma, the Prime Minister. 

“ Post, p. 171. 
“See President Roosevelt’s telegram of April 14 to Chancellor Hitler, vol. I, 

ie entitled “President Roosevelt’s Messages of April 14 to Germany and
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tions to moderate its peace terms to China; but this willingness if 
it exists springs not from any moral regeneration but from realiza-_ 
tion that Japan’s security can be safeguarded so long as war threatens 
in Europe only by liquidating the conflict with China. It is impos- 
sible at this time to determine whether the more rational views herein 
reported are those which predominate within the J apanese Govern- 
ment but the standing of those who utter them entitles them to much 
weight. | | 

Dooman 

_ (41.61/655 : Telegram : 

Lhe Chargé in Japan (Dooman) to the Secretary of State 

Toxyo, May 31, 1939—6 p. m. 
| [Received May 31—9:46 a. m.] 

250. Our 247, May 29, 1 p. m. 
1. In conversation today with the Vice Minister for Foreign A fairs, 

I asked informally and as on my own initiative whether the press 
reports outlined in our telegram under reference were correct. I said 
that I based my inquiry on an assumption that my Government, hav- 
ing before it the message from the Prime Minister communicated 
through Mr. Grew,* would be interested in information bearing on 
the attitude of Japan toward the Anglo-Soviet negotiations. 

2. The Vice Minister replied that the press report was not correct, 
for the reason that no formal representations had been made by the 
Japanese Ambassadors at Moscow and London. He added, however, 

| that the Minister for Foreign Affairs had on several occasions made 
it clear to the British Ambassador in Tokyo that Japan could not be 
indifferent to the negotiations, which were being closely watched, and 
might perhaps be obliged to review its position vis-a-vis Europe; that 
the Japanese Ambassadors at Moscow and London had been informed 
of the conversations in Tokyo; and that these Ambassadors had talked 
to Molotov * and Halifax respectively along the above lines, 

3. Sawada added that any agreement which strengthened the posi- 
tion in Europe of the Soviet Union would automatically strengthen its 
position in the Far East; that the conclusion of the Franco-Soviet 
Military Pact in 1935 * had been immediately reflected in a more ag- 

® Not printed; it reported alleged representations by Japan regarding Anglo- Soviet negotiations ( 741.61/650). 
” Renzo Sawada. 

See telegram No. 234, May 18, 5 p. m., from the Ambassador in J apan, Foreign felations, Japan, 1931-1941, vol. W, p. 1. 
“'V. M. Molotov, President of the Soviet Council of People’s Commissars (Premier). 

> 3 Signed at Paris, May 2, 1935, League of Nations Treaty Series, vol. cixvu,
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gressive attitude on the part of the Soviet Union against Japan; and 

that therefore the successful conclusion of the present Anglo-Soviet 

negotiations would be a matter of concern to Japan. 
4, I made no comment, but emphasized that my inquiry was in- 

formal. 
Cipher text by air mail to Shanghai for repetition to Ambassador 

Johnson and Peiping. | 
Dooman 

740.00/1812 | 

The Chargé in Japan (Dooman) to the Secretary of State 

[Extracts] 

No. 3936 Toxyo, June 7, 1939. 
[Received June 27.] 

Sim: I had the honor in my telegram no. 245, May 26, 8 p. m., to 

present an analysis of certain trends in Japanese thought with regard 

to foreign policy in relation to the situation now developing in 

Europe. ... . 

I wish to make it clear, before setting forth certain conclusions 

which I draw from these conversations, that I do not put forward the 

views of those Japanese—even though they be persons of great im- 

portance and influence—who harbor hopes of restoring good relations 

with the democratic nations, as being necessarily the views of the 

Japanese Government. These are, however, the views of a powerful 

element in the Government: they may prevail or they may not, but 

they cannot be ignored. | 
Any observer who is in any way sensitive to things not seen would, 

if he were in Tokyo today, become aware of the groping for security 

against the gathering storm in Europe. I should perhaps add paren- 

thetically that the European situation today has assumed primary 

proportions, and that it would be visionary to suppose that the present 

confusion concerning the course which Japan should follow is due 

to despondence over the apparently ineffectual hostilities in China. 

The Army and other elements which have thus far controlled China 

policy have assumed that the Far Eastern conflict could be perma- 

nently and completely insulated against repercussions from situations 

elsewhere, as they did not look to American and other occidental 

armed intervention in that conflict. Although reference has been 

made in the Embassy’s telegrams to the effects of the President’s 

message to Chancellor Hitler, I do not believe that I could, by further 

reference to that message, exaggerate the impulse which it had to-
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ward persuading the Japanese Government to realize that there may 
be grave danger of involvement with the United States “not di- 
rectly across the Pacific but by way of Europe”, as one Japanese put 
it to me. I should, however, place that observation in proper per-— 
spective. A threat by the United States to eject Japan from China | 
would, I am confident, be resisted. But if war were to break out in 
Europe with the United States participating on the side of Great | 
Britain and France, the outcome in the view of those Japanese who 
think along rational lines would admit of no doubt. With Germany 
and Italy crushed, the prospect of confronting the victors would not 

be a palatable one to Japan. | | 
There are, therefore, in the situation which seems to be developing 

but two courses for Japan to follow—either to go over unreservedly 
to the totalitarian side, or to restore good relations with those na- 
tions which, in the opinion of one element of the Japanese Govern- 
ment, would be the victors. True, in rejecting the proposal to join 
Germany and Italy in an alliance, Japan provisionally chose a third 
course—neutrality. I am inclined, however, to doubt whether there 
are many Japanese who confidently believe that neutrality would 
afford security. The arguments of those who believe in the superior 
power of Germany and Italy are obvious and simple: Japan has only 
to associate herself with those countries and wait for the European 
war to pick China like a ripe plum. But, for those Japanese who have 
other views concerning the power of Germany and Italy, there is but 
one way by which Japan’s security can be safeguarded, and that is 
to bring the conflict with China to an end on some reasonable terms. 
Here again I wish to make it clear that the desire for a settlement of 
the conflict does not derive from moral regeneration but from realiza- 
tion of stark facts. 

In concluding this despatch, which is already unconscionably long, 
I wish briefly to allude to the discrepancy between the attitude of 
the Prime Minister as indicated in his conversation with me and that 
of the Minister for Foreign Affairs, whose preoccupation over the 
Anglo-Soviet negotiations has already been mentioned. It is obvious 
that the desire of the Prime Minister for American collaboration to 
bring about peace in Europe (and in the Far East) cannot be recon- 
ciled with the readiness, which is almost an eagerness, on the part of 
the Foreign Minister to meet a fancied threat from Great Britain. 
These two points of view reflect conflicting policies, and which of 
these policies will prevail may perhaps be decided by events of the 
next few days. 

Respectfully yours, Kucrense H. Dooman
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740.00/1683 : Telegram 

The Chargé in Japan (Dooman) to the Secretary of State 

- Toxyro, June 8, 1939—7 p. m. 

| [Received June 8—8:05 a. m.] 

265. Our 245, May 26, 8 p. m. 
1. The Polish Ambassador gave me in strict confidence an account 

of his conversation yesterday with the Minister for Foreign Affairs as 

follows: 

(a) He told the Minister for Foreign Affairs that he had heard that 
there had been renewed pressure on Japan to adhere to the German- 
Italian alliance and he inquired whether there had been any change 
in the negative decision taken in April by the Japanese Government. 
The Foreign Minister replied that there had been no change but that 
Japan’s position would have to be reexamined upon the conclusion 
of the Anglo-Soviet negotiations concerning an anti-aggression pact. 

(6) The Ambassador then asked for clarification of the Japanese 
attitude vis-A-vis the difficulties between Poland and Germany. The 
Foreign Minister said that his reply to that question would be found 
in his presentation of the four cardinal points [of] Japan’s attitude 
toward European problems. The first point is that Japan maintains 
friendly relations with both Germany and Poland and therefore hopes 
that they will peacefully resolve their present difficulties; Japan is 
prepared, without commitment as to the merits of the causes of their 

: dispute, to lend its good offices toward restoring good relations between 
the two countries. The second is that without prejudice to Japan’s 
intention to avoid involvement in the affairs of Europe, “Her rela- 
tions with Germany extend beyond the framework of the Anti-Comin- 
tern Pact”. The third is that the results of the Anglo-Soviet negotia- 
tions will determine to a large extent whether or not Japan can avoid 
involvement in Europe. The fourth is the possibility of Japan and 
the United States collaborating to bring about a détente in Europe and 
thus creating opportunity in Europe for laying down a basis of durable 
peace; the views of the American Government in this request are being 
explored. . 

(c) In the general discussion which followed, the Foreign Minister 
again emphasized Japan’s concern over the Anglo-Soviet negotia- 
tions, pointing out that J apan cannot be indifferent to any arrange- 
ment which would strengthen the position in the Far East of the 
Soviet Union. The Ambassador in defense of the British desire to 
bring the Soviet Union within the anti-aggression front in Europe 
referred to an innovation of action calculated to prevent the Soviet 
Union from falling into the arms of Germany. The Foreign Minister 
ridiculed that possibility whereupon the Ambassador made the re- 
joinder that his Government has indisputable evidence from both 
German and Soviet sources that rapprochement between those two 
countries is now an active question. 

278040—55—__4
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2. The Ambassador gained the very definite impression that the 
so-called decision with regard to Japanese policy recently referred to 
by the press is not a definitive decision but merely a conclusion reached 
by the Cabinet to await the result of the Anglo-Soviet negotiations. 
He believes that the hardening of American sentiment against Ger- 
many is largely responsible for the present confusion of the Japanese 
Government with regard to its European policy, his analysis of local 
trends following very closely that presented in our telegram under 
referetice. 

DooMan 

761.9315 Manchuria/131 : Telegram 7 | 
Lhe Chargé in Japan (Dooman) to the Secretary of State 

| —_ Toxyo, July 26, 1939—8 p. m. 
| [Received July 26—2: 30 p. m.] 

364. 1. I have obtained from confidential Japanese sources the 
following information with regard to the hostilities on the border 
between Manchuria and Outer Mongolia.™ - | | 

(2) The genesis of the hostilities is the restrictive action taken 
by the Japanese military against nomad Mongolian traders who have 
long been accustomed to bring their products for sale in certain 
markets in now disputed territory. The Japanese military authori- 
ties forced down the prices of these products, prevented the transfer 
of funds out of Inner Mongolia and finally closed down several of 
the markets. On May 8 a large body of Mongolian nomads with 
several thousand head of sheep and cattle crossed the Halha River in 
order to proceed to one of the closed markets in territory claimed 
by the Japanese to be “Manchukuo” and by the Mongolians to be a 
part of Outer Mongolia. The nomads were protected by a substantial 
force of Soviet Russian troops and when intercepted by Japanese 
troops fighting broke out between the Japanese and Soviet forces. 
Reenforcements were brought up on both sides, the Japanese engaged 
constituting the greater part of two divisions. I was shown photo- 
graphs of sixty captured Soviet tanks and a heap of airplane debris. 
The Japanese admitted on their side to have suffered casualties 
amounting to 35% of their total effectives since the fighting began 
and a loss of 30 airplanes during the last 3 weeks. 

(6) I was told that the Japanese have obtained conclusive evidence 
of instructions from Moscow forbidding advance beyond the limited 
strip of land claimed to be Mongolian territory on east bank of the 
Halha River. The Japanese assert also that they have given definite 
instructions to the Kwantung army not to proceed across the above- 
mentioned river. | 

If the information is correct that both the Japanese and Soviet 
Governments are prepared to restrain their forces it does not seem 

* Previous reports received by the Department regarding this fighting are not 
printed. They were lacking in detailed, authentic information.
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likely that the situation along the border will become more serious 

than it is. However, the military in Tokyo are showing signs of 

restlessness over the deadlock along the Mongolian border and refer 

to the Soviet-Japanese difficulties regarding concessions in North 

Saghalien in increasingly heated terms. I have no justification what- 

ever for predicting that difficulties may be expected in the latter area 

but the increasing acerbity of the Soviet-Japanese negotiations in 

that regard is worthy of notice. 
3. [2.] Military Attaché © requests that copy be furnished the War 

Department. 
Repeated to Moscow and to Peiping for Chungking. 

| | DooMAN 

762.94/400: Telegram 

The Chargé in Japan (Dooman) to the Secretary of State 

Toxyo, August 5, 1939—10 p. m. 
[Received August 5—2 p. m.] 

390. Our 388, August 4,7 p.m. ~~ | 7 
1. [heard today from two reliable sources that the army supported | 

by a joint recommendation by the Japanese Ambassadors at Berlin | 
and Rome are again vigorously pressing the Government for an alli- 
ance with Germany and Italy. My informants said that the Govern- 
ment is resolutely opposing the proposal and has staked its existence 
on the issue and that if the Government should fall the next Prime 
Minister would probably be General Araki ” although one informant 
made the statement that a strong effort would be made by his friends 
to bring forward General Ugak.** 

9. The Minister of the Navy referring to reports of this character 

during the course of a conversation which I had with him upon the 

subject said, “The demagogues are getting busy again with their 

propaganda.” He expressed confidence that this new effort of those 
he described as desperadoes would be fought off. 

3. The city is today alive with rumors—that an attempt was made 

to assassinate Ikeda, former Minister of Finance, and a leading liberal ; 
that the King of England has addressed a message to the Emperor 

recommending moderation of Japan’s attitude toward Great Britain ; 

that military measures against the Soviet Union are to be taken in 

Saghalien and so on. Whatever element of truth that might be in 
them has undoubtedly been greatly exaggerated but the sudden cur- 
rency of such sensational rumors is significant. 

Dooman 

= Maj. Harry I. T. Creswell. 
% Not printed. 
"Wormer Minister of War. 
® Wormer Minister for Foreign Affairs.
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762.94/402: Telegram 

The Chargé in Japan (Dooman) to the Secretary of State 

| Toxyo, August 8, 1939—6 p. m. 
| Received August 8—9:48 a. m.] 

| 394. Our 890, August 5,10 p.m. 
1. From conversations which I have had during the past few days 

I believe that the proposal for conclusion by Japan of a military 
alliance with Germany and Italy is being put forward again with 
such vigor that a major political crisis is in process of formation. 
The British Ambassador tells me that he is of the same opinion. Any 
estimate at this time as to the outcome of the present discussions 
within the Government would be purely speculative. Some of my 
Japanese informants believe that the Cabinet will fall while others 

| take a more optimistic view. The best information which I have is 
that the position of the Cabinet has deteriorated substantially since 
the end of last week and that the Cabinet is not entirely confident 
that it will be able to plan its opposition to the treaty proposal. 

| 2. The basic considerations involved in the present discussion ap- 
| pear to be substantially those set forth in the concluding pages of my _ 

despatch 3936 June 7, but the circumstances which have resulted in 
the bringing forward again accounts of the alliance project at this 

| particular moment are not entirely clear. Certainly the narrowing 
margin of the differences between the British and French Govern- 
ments on the one hand and the Soviet Government on the other in the 
way of concluding a military agreement between those countries has 
brought about in this country a corresponding increase in support for 
the organized minority favoring an alliance with Germany and Italy. 
However, I understand that the view prevails in Japanese military 
circles that the possibilities of a war in Europe during the present 
year are decreasing. I am therefore inclined to believe that the prin- 
cipal consideration leading to the bringing forward of this proposal 
again at this particular juncture should be attributed to the diminish- 
ing prospects of the present Anglo-Japanese conversations bringing 
about an agreement which would be acceptable to the Japanese. 
Accordingly whether the discussions in the Cabinet are designed pri- 
marily as a minatory gesture to emphasize to Great Britain the conse- 
quences if the British do not yield to Japanese demands or whether 
preparations are now being proposed against the state of uncertainty 
which is anticipated to prevail in the event of the breakdown of the 
Anglo-Japanese conversations it is impossible to tell. The uncer- 
tainty of future relations with the United States is undoubtedly an- 
other factor. 

Dooman



JAPANESE-AXIS-SOVIET RELATIONS 49 

762.94/404: Telegram 

The Ambassador in Italy (Phillips) to the Secretary of State | 

Rome, August 10, 1939—7 p. m. 
[Received August 10—6: 40 p. m.] 

306. My No. 808, August 9, 7 p. m.* Yesterday afternoon at 5 
o’clock Shiratori, Japanese Ambassador to Italy, gave an interview to 
the Rome Associated Press correspondent in which he asserted that a 
defensive military alliance between Japan, Germany and Italy had 
been fully agreed upon in principle although certain details remained 
to be worked out. He stated that such an alliance had been decided 
in Tokyo between the three powers but declined to predict when a 
final agreement would be reached or when the alliance would be signed. 
On Tuesday August 8 Shiratori gave an interview along practically 
similar lines to the Rome representative of the United Press. 
My conversation with Count Ciano reported in telegram No. 303 | 

took place at 6 o’clock yesterday afternoon when as will be recalled I 
was assured that the Italian Government was not contemplating any 
steps toward bringing Japan into the German-Italian alliance. Ciano 
saw Shiratori at 7 o’clock that same evening. This afternoon the 
Soviet Chargé d’Affaires saw Ciano and brought up Shiratori’s United 
Press interview of August 8th. Ciano categorically denied the state- 
ments attributed to Shiratori and asserted that Italy was taking no 

| steps toward including Japan in its pact with Germany and that Shira- 
tori had made no new proposals to him on the subject. He added 
that he believed that the Tokyo Government itself was divided on the | 
advisability of concluding a hard and fast pact with the Axis Powers 

| and that the Italian Ambassador in Tokyo had advised him to that 
effect. He stated that if Russia allied itself with England and 
France, the situation might be different for all powers concerned and 
that in the case of a war between the Western democracies and the 
Axis a Japanese-German-Italian alliance might prove “automatic”. 
At the moment however nothing had been agreed upon and he re- 
peated Italy was taking no steps in the matter. The Soviet Chargé 
received the impression that Shiratori’s activities are embarrassing 

to Ciano. 
Ciano leaves for Salzburg at 7: 10 this evening and expects to return 

at the beginning of next week. 
PHILirrs 

” Not printed.



50 FOREIGN RELATIONS, 1939, VOLUME III 

761.9315 Manchuria/1389 : Telegram . 

The Ambassador in the Soviet Union (Steinhardt) to the Secretary 
of State 

7 Moscow, August 10, 1939—8 p- m. 
[Received August 10—3:55 p. m.] 

437. Following from Military Attaché for War Department: 

It has been learned from no less than three reliable sources that 
there has been a considerable movement of military supplies and some 
troops to the Far East. It is believed that these troops are going to 
the trans-Baikal area and are probably being sent in connection with 
the recent border disturbances around Lake Buir.** This movement 
has been going on for probably 6 weeks or 2 months. Reports of 
routes of train movements would appear to indicate that the majority 
of the troops being moved are coming from the Ural military district 

_ and probably from the southern and southeastern military districts : 
of European Russia. It is not believed that any considerable number 
of troops have been moved from the military districts of the western 

| frontier although the troops moved to the east would have formed a 
general reserve for the western forces in the event of Soviet participa- _ 
tion in a major war in Europe. End section for War Department. 

Potemkin * yesterday admitted to me the continuation of fighting on 
the Manchurian-Mongolian border. There is up to the present no evi- 
dence to indicate that the Soviet Government desires to extend the 
sphere of conflict. Although in so far as can be ascertained no troops 
have been moved from the Soviet forces on the western frontier, never- 
theless the transfer of troops from European Russia at the present time 
is significant. | 

| STEINHARDT 

(62.94/411 ; Telegram . 

The Chargé in Japan (Dooman) to the Secretary of State 

Toxyo, August 12, 1939—1 p. m. 
[Received August 12—6:15 a. m.] 

403. Our 400, August 11, 7 p. m.* 

1. The Asahz which is probably the best informed paper in this 
country states this morning that deliberation by the Cabinet of Euro- 
pean policy (a locution for the proposed alliance with Germany and 
Italy) will be continued for a considerable period and that no decision 

can be expected for some time. It adds that the Prime Minister has 
consulted Prince Konoye and that the views of the two Cabinet officers 
are in complete agreement. 

” Capt. Ivan D. Yeaton. 
* Known also as Bor Nor. 
@ Soviet Vice Commissar for Foreign Affairs. 
* Not printed.



JAPANESE-AXIS-SOVIET RELATIONS 51 

2. I know that Prince Konoye is wholeheartedly opposed to form- 
ing the alliance. | 

Cipher texts by mail to Peiping and Chungking. - 
—_ : | | Dooman 

761.6211/72 : Telegram 

The Chargé in Japan (Dooman) to the Secretary of State 

Toxyo, August 23, 1939—7 p. m. 
[Received August 23—12:46 p. m.] 

428. Our 427, August 23, 4 p. m. sent via Peiping * presents a 
general review of Japanese press reaction to the forthcoming German- 

Soviet non-aggression treaty’ The Japanese press has been pro- — 
foundly shocked by the announcement; notwithstanding the obvious 
reluctance of the Japanese Government to enter into an alliance with 
Germany and its desire to retain a free hand in respect of purely 
European problems, the Anti-Comintern Pact has provided a frame- 
work within which there could be concerting of policies by Japan with 

_ Germany and Italy and has therefore received much lip service; and 
the present announcement has brought forth open denunciation of 
Germany for having in effect done away with the Anti-Comintern 
Pact and a thinly concealed feeling of betrayal of [by] Germany. 
2. In Government circles as well as among the populace those who 

are usually well-informed and willing to talk to us are dazed and vir- 
tually incoherent. The predominant note which they sound is one of 
anger that Germany gave Japan no prior notice of the negotiations 
although Italy was fully consulted. In official Japanese circles it is 
admitted that the “situation has been completely reversed”. The 
Polish Ambassador informed me that his Military Attaché called on 
the Vice-Minister of War and that the latter expressed himself in 
substantially those terms. The feeling of resentment toward Germany | 
is, I gather, not unlike that of the British feeling against Soviet 
Russia. 

3. At this time of confusion of thought among the Japanese them- 
selves, no responsible prediction can be made of the decision which 
will ultimately have to be reached by the Japanese Government to 
meet the changed situation. The thoughts which are being most widely 
discussed are: 

(a) As the new German-Soviet agreement would be inoperative in 
the event of aggression on the part of either power, it is conceivable 
that the Soviet Government might now join England and France in a 

“ Not printed. 
“For correspondence regarding German-Soviet negotiations, see vol. 1, section 

entitled “The Improvement of German-Soviet Relations Culminating in the 
Treaty of Nonaggression ...”; for text of the agreement signed at Moscow, 
August 23, see Department of State, Nazi-Soviet Relations, 1939-1941, p. 76.
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military agreement against aggressors. No final decision can there- 
| _ fore be reached until that point has been clarified ; 

(b) So long as Germany has seen fit to come to terms with Russia, 
a Japan might consider taking up the Soviet offer of a non-aggression 

pact which has not been withdrawn since it was put forward in 1931. 
The difficulties such as the likely Soviet demand that Japan withdraw 

| its troops from Manchuria in conformity with the Portsmouth 
Treaty ® are serious but not necessarily incapable of being overcome. 

(c) Even though an alliance with Germany would not be useful to 
Japan in a war against Russia, the greatly enhanced prestige of Ger- 
many and Italy would give Japan if allied to those powers substantial 
support for Japanese operations against British interests in Asia in 
the event of a war in Europe. 

(2) Germany has definitely proven its untrustworthiness and Japan 
should therefore endeavor to restore friendly relations with the demo- 
cratic powers. 

4, The predominant feeling at this moment seems to be that Japan 
should completely wash its hands of both European camps. It is, 
however, a notable fact that those favoring restoration of friendly 
relations with the democratic powers are speaking in much more 
confident terms than the very definite minority who would still have 
Japan allied with Germany and Italy. 

5, As of possible interest the Foreign Minister informed the Polish 
Ambassador this morning that although the Japanese Government has 

| for some time been suspicious of the German-Soviet negotiations 
(please see last sentence, paragraph 1, of our 314, July 6, 5 p. m.*") 

it had no knowledge until yesterday that the negotiations contemplated 
the conclusion of an anti-aggression pact. It was plain to the Am- 
bassador that the Foreign Minister had no clear conception of the 
course which he would pursue. 

Repeated to Peiping. Peiping please repeat to Chungking and 
Shanghai. | 

Dooman 

761.6211/92: Telegram 

The Chargé in Japan (Dooman) to the Secretary of State 

Toxyo, August 24, 1939—7 p. m. 
[Received August 24—11:56 a. m.] 

433. Our 480, August 24, 3 p. m.” 
1. Local developments yesterday evening and today combine to 

form a strong probability that the Cabinet at the meeting called for 
tomorrow will take decision to follow what is described as “a free and 
independent policy” with regard to the situation now unfolding in 

“Treaty of peace between Japan and Russia, signed at Portsmouth, N. H., 
August 23, 1905, Foreign Relations, 1905, p. 824. 

“Not printed.
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Europe. The Prime Minister has been conferring individually with 
the leading members of his Cabinet and it has been given out that he 
will issue an important statement on August 26. It is also being made 
clear that the army and navy have agreed that Japanese commitments 
in Europe are to be avoided, and the afternoon papers again carry the 
report described in paragraph 2 of our telegram under reference. | 
What may be an indication of the decision which may be taken by the 
Cabinet tomorrow is the disclosure through the press of a report . 
from the Japanese Ambassador at Berlin to the effect that when the 
German Foreign Secretary ® immediately prior to his departure 
to Moscow was asked by the Japanese Ambassador whether a strength- 
ening of the Anti-Comintern Pact was still practicable he replied that 

| circumstances unfortunately prevented development of relations 
with Japan. 

2. My estimate of the position here at the moment is that the army 
has abandoned pressure for an alliance with Germany and Italy and 
that the Japanese Government while awaiting further developments 
in Europe will maintain a completely free position. If the attitude 
of the press and of individual Japanese is to be reflected in the final 

| decision of the Japanese Government, I would have no hesitation in 
saying that the possibility of Japan associating itself with Germany 
and Italy against the democratic states has now disappeared. 
Repeated to Peiping. Peiping please repeat to Chungking and 

Shanghai. 
: Dooman 

761.9411/50 : Telegram | 

The Chargé in Japan (Dooman) to the Secretary of State 

Toxyo, August 25, 1939—noon. 
[Received August 25—1: 13 a. m.| 

435. 1. I am told on most reliable authority that yesterday the 
Soviet Government presented to the Japanese Ambassador at Mos- 
cow a proposal for the conclusion of a Soviet-Japanese nonaggression 
pact. The terms of the German-Soviet treaty have so infuriated the 
Japanese that I cannot conceive of any reply which the Japanese 
Government will make other than a flat and categorical refusal. 

2. The probabilities are that the Cabinet at a meeting which is to 
be held either this afternoon or tomorrow morning will resign, thus 
outwardly manifesting the conclusion of the policy of cooperation 
with Germany and Italy and the beginning of a new “independent 
policy”. I expect to telegraph further comment later today. 

Repeated to Peiping for Chungking and Shanghai. 
—___ Dooman 

* Joachim von Ribbentrop, German Minister for Foreign Affairs.



54 FOREIGN RELATIONS, 1939, VOLUME III 

794.00/152a : Telegram 

The Secretary of State to the Chargé in Japan (Dooman) | 

WasHineton, August 25, 1989—6 p. m. 

966. Having in mind the turn of events in both Japan and Europe 
which has followed the unexpected announcement of the German- 
Soviet non-aggression agreement and the possibility inherent in the | 
situation of unpredictable developments in the Far East, the Depart- 
ment is confident that you will be on the alert for any indications of 
any new and important diplomatic moves initiated by the Japanese 
Government or by the diplomatic representatives of other powers at 
Tokyo and that you will promptly report any such indications to 
the Department. | 

Hum 

761.9411/51: Telegram | 

The Chargé in Japan (Dooman) to the Secretary of State 

Toxyo, August 25, 1939—7 p. m. 
[Received August 25—10: 05 a. m. | 

437. Our 4385, August 25, noon. | | | | | 
1. The source referred to in paragraph 1 of our telegram under 

reference was the German Ambassador. Schwartz [Oé¢?] inquired. 
informally at the Foreign Office whether any report to the effect that 
a Soviet proposal for a non-aggression pact had been received from 
the Japanese Ambassador at Moscow and the reply was “no but the 
German Ambassador is now obviously in a much better position than 
we are to know what is in the mind of the Soviet Government.” 

2. I am informed that the German Ambassador has put forward 
to the Japanese arguments as follows: 

The greater part of the Soviet Army has until now been maintained 
in Europe against a possible threat from Germany and the conclusion 
of the Soviet-German treaty relieves Russia of the need for main- 
taining such forces. Germany is, therefore, in a position to persuade 
the Soviet Government to revise its attitude toward Japan and to 
establish friendly relations with that country. The opportunity is 
thus afforded Japan to align itself with Russia and Germany and to 
have their support in attacking Great Britain, their common enemy. 

The fact that the Japanese are disclosing the arguments with which 
the German Ambassador is approaching them and the widely ex- 
pressed revulsion of feeling against Germany are, I believe, signifi- 
cant indications of the Japanese thought with regard to linking up 

with Germany and Russia. 
3. I am told by a reliable Japanese informant that plans for the 

forthcoming change of Government are in the hands of Prince Konoye
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and Count Makin; ” that, supported by the political parties and big business, they are endeavoring to bring about the appointment as Prime Minister of General Ugaki as first choice or General Abe, retired army officer of pronounced moderate views, or Shodta [as second?]. If that statement were the whole truth there could be no conclusion drawn other than that J apan will drastically revise her policy in China and her attitude toward the United States and Great Britain. But I hear from another source that the “independent policy” group are very definitely to be reckoned with and are putting forward other candidates. The greatly weakened pro-Axis group are not being heard from. 

Dooman 

761.6211/123 : Telegram 
Lhe Chargé in Japan (Dooman) to the Secretary of State 

Toxyo, August 26, 1939—2 p. m. 
[Received August 26—7 : 42. a. m. | | 

440. 1. Japanese thought and attitude with regard to European 
problems is now definitely crystallizing along the lines pointed out | in our 428, August 23, 7 p. m., and subsequent telegrams, namely, the 
bringing to an end of special relations with Germany and Italy which 
were based on the Anti-Comintern Pact and reversion to a “free and 
open policy”. Yesterday’s important local developments were: 

(a) after a Cabinet meeting held yesterday afternoon the Chief Secretary of the Cabinet issued to the press a statement’ as follows: 
“It is unnecessary to say that the J apanese Government will adhere to a free and independent policy whatever might be the direction in which the European situation develops. It has been decided that in view of the new situation arising from the con- clusion of the German-Soviet N on-Aggression Treaty, prepara- tions which were in hand for strengthening of the Anti-Comin- tern Axis will be abandoned. Furthermore, new concepts with regard to general policy are being carefully [examined qh. 

(6) immediately after the Cabinet meeting the German Ambassador called at his request on the Foreign Minister to explain the German position and the latter informed him that in the view of the Japanese Government the German-Soviet N on-Aggression Treaty is a violation of the Anti-Comintern Pact and that the J apanese Ambassador in Berlin had on August 25 communicated to the German Government the decision of the Japanese Government, to bring to an end the “strengthening of the Anti-Comintern Pact”; 
(c) the explanation of the German Ambassador, substantially along the lines presented in paragraph 2 of our 435, August 25, noon, 
"Former Lord Keeper of the Privy Seal.
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is strongly resented as an invitation to Japan to place herself at the 

mercy of Germany. | | 

9. It is now being stated by the press that the Cabinet has approved 

the Prime Minister’s decision to tender his resignation shortly. This 

will probably take place next week. Iam informed by a Japanese 

| very close to the Prime Minister that a political change in the Gov- 

- ernment, additional to that set forth in paragraph 2 of our 486, 

August 25, noon, is the desire of the Prime Minister to assume responsi- 

bility for failure of the Japanese Government to foresee the German- 

Soviet treaty. , 

8. T venture to present the thought that Japan’s turning away from 

Germany should not be interpreted as necessarily involving the taking 

of an attitude hostile toward Germany and the forming of close asso- 

ciation with Great Britain and France in the event of war breaking 

out in Europe. The change in Japanese policy is, as I see it, essen- 

tially a return to the middle of the road. Whether the new course 

will open the way to restoration of friendly relations with the United 

States and Great Britain will be influenced so strongly by events yet 

to come that the assumption that there will be a fundamental modifica- 

tion of Japanese attitude toward the United States and Great Britain 

should not lightly be made. 

Repeated to Peiping. Peiping please repeat to Chungking. | 

DooMAN 

%61.9411/53 : Telegram 

The Chargé in Japan (Dooman) to the Secretary of State 

Toxyo, August 28, 1939—5 p. m. 

[Received August 28—12: 08 p. m. | 

444, Our 438, August 25, 9 p.m.” 

1. In a private conversation with the Counselor of the Polish 

Embassy on August 26, I expressed the opinion that the possibility 

of Japan’s signing a non-aggression treaty with the Soviet Union 

does not exist any longer; that Japan’s joining the Russo-German 

combination would result, as the Japanese had already pointed out, 

in Japan placing her head in the German noose and thus being forced 

to dance to any tune which Germany might choose to play and that 

in Japanese eyes Russia no less than Germany had committed the un- 

forgivable crime of treachery. I further spoke along the lines of 

paragraph 3 of our 440, August 26,2 p.m. The Counselor called 

on me this morning to say that he had reported my personal views 

to his Ambassador, that the Ambassador, in the light of conversations 

which he has had with the Japanese, agreed entirely with those views, 

1 Vol. IV, p. 237.
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and that the Ambassador desired that I should know of the trend of 
those conversations in so far as they relate to relations between Japan 
and Poland. The Ambassador had heard that the British Ambassador 
had discussed with me and the French Ambassador the possibility 
of profiting by the present situation to bring about restoration of | 
Japan’s relations with the democratic countries and he wished to let 
me know what he was doing in order that there might be no crossing 
of wires, : 

2. The Counselor said that Japanese feelings toward Poland were _ 
becoming more pronounced since the Japanese had satisfied them- _ 
selves of the truth of reports that Poland had refused to permit the 
passage of Soviet troops through Poland in the event of war with 
Germany. Their feelings toward Russia and Germany, particularly, 
of the Japanese military, were expressed precisely along the lines of 
my analysis, and the Ambassador was satisfied that Japan would not 
fall for any inducements of a material character which might be held 
out either by Germany or Russia or both. Nevertheless, the Ambassa- 
dor was not entirely happy over the possibility of Germany and Rus- _ 
sia “playing tricks”, and he was therefore concentrating on the task 
of helping the Japanese to crystallize their present attitude toward 
Germany and Russia. 

3. I told the Counselor that those Japanese with whom I had talked 
showed that they had been strongly impressed by the fact that Poland 
was the only country immediately involved in the European situa- 
tion which had never been under any delusion as to the good faith of 
either Germany or Russia. I therefore felt that any information 
which the Polish Government furnishes the Japanese Government 
would carry weight. The Counselor said that the latest information 
given the Japanese is as follows: 

(a) The German Ambassador in Warsaw in his despatches to 
Berlin presented accurately the Polish position and left no doubt 
that Poland would resist German aggression in whatever form it | 
might be manifested. The German Foreign Secretary has withheld 
this information from the Chancellor. 

(5) The terms of article 4 of the German-Soviet Treaty were loosely 
drafted at the insistence of the Soviet Government in the hope that by 
providing for “consultation” the road will be left open for Germany 
to propose an alliance. 

( ¢) On the question of attitude toward Japan there are 2 camps 
within the Soviet Government: one advocating non-involvement in 
the Far East as well as in Europe and the other a strong attitude to- 
ward Japan and positive assistance to China. This question is being 
debated and is to be decided within the next few days. 

(The Counselor emphasized the importance of not disclosing that 
the Polish Government had the foregoing information.)
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4. I have described this at some length for the reason that Poland 

and Japan which have no conflicting interests have one important 

common concern—Russia, and consequently the Polish Ambassador 

and Counselor, both outstanding members of the Diplomatic Corps, 

enjoy to an extraordinary degree the confidence of the Japanese. They 

agree with me that in the present circumstances there is no likelihood 

that a Soviet proposal, even if one were made, would be accepted by 

Japan; they share my view that Japan will for the present avoid any 

new commitments; and although they admit the risks 1f we were to 

proceed too rapidly, they hope that something can be done by the 

United States and Great Britain to insure that Japan will not tie up 

with the Soviet Union. : 

5. As the British Ambassador is to consult with me again shortly, 

I would appreciate receiving as soon as possible some direct word. 

The question whether or not some initiative should be taken to prevent 

Japan from falling into the arms of Germany and Russia might de- 

pend on the degree to which such development is likely. The British 

Ambassador believes that there is no small risk of this happening: 

I do not as things now stand. My considered view therefore is that 

| the United States should not take any initiative until there should 

develop in Japan some momentum toward restoring good relations 

with us with consciousness of the modification of objectives in China 

which that end would entail. 
| | Dooman 

793.94119/574; Telegram 

The Ambassador in France (Bullitt) to the Secretary of State 

Paris, August 29, 1939—2 p. m. 

| [Received August 29—9: 40 a. m.] 

1645. For the President. At the close of the conversation with 

Bonnet,” recorded in my number 1644, August 29, 1 p. m.,” he said 

that he had a most serious request to make of me. 

He had sent the French Ambassador in Washington to speak to 

the Under Secretary about the possibility of an American action de- 

signed to settle the war in China and to draw Japan into the French- 

British orbit. Saint-Quentin had reported to him that he did not 

know whether he had made any impression or not.” 

He, Bonnet, would like to say to me that he felt it was essential 

in the general interest for the United States to act immediately in this 

sense. He had absolute information from Berlin that the Germans 

were moving heaven and earth to draw Japan into the German-Soviet 

2 Georges Bonnet, French Minister for Foreign Affairs. 

® Printed ja vol. 1, section entitled “Final Efforts To Preserve Peace in 

a No record of conversation found in Department files.
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orbit. He had urged the English to take action immediately in Japan 
and China; but he feared that the British action would be extremely | 
slow and not sufficiently vigorous. Halifax and every one else in the 
British Foreign Office was too occupied with the problem of war 
in Europe to think of the Far East. The same was true at the Quai 
d’Orsay. 

I have a feeling that you have already done something in the direc- 
tion that Bonnet suggests and I believe that the less said about the 
matter the better. I shall therefore avoid further discussions of this 

- subject in Paris unless they are forced on me. 
Bouiurrr 

761.9315 Manchuria/153 : Telegram 

The Counselor of Embassy in China (Lockhart) to the Secretary 
of State 

| Perrine, August 29, 1939—3 p. m. 
[Received August 29—12: 04 p. m.] 

The following is Mukden’s August 28, 5 p. m. to Peiping. 

“August 28,5 p.m. 18. An official announcement today says that 
Soviets yesterday morning began furious bombardment of the Japa- 
nese lines at Nomonhan and Chiangchunmiao. As the latter place 
is situated on the 48th parallel and the 119th meridian, Soviets on 
this front evidently have advanced about.25 miles beyond the Halha 
and are heading for supply route from Hailar to Nomon. A foreign 
acquaintance residing at the small hotel above the railroad station 
at Kaiyuan tells me that he has in the past 2 months observed after 
nightfall an unending procession of troop and war material (especially 
wheeled equipment) trains proceeding north. Trans-Siberian trav- 
elers this month have noted likewise heavy Soviet troop and material 
movements eastward”. | 

The above telegram was received here without a signature and the 
Embassy does not know whether the message is complete as received. 
Inquiry is being made.” 

Repeated to Chungking, Tokyo. 
LocKHART 

761.9411/52: Telegram | 

The Secretary of State to the Chargé in Japan (Dooman) 

Wasuineton, August 30, 1939—noon. 

267. Your 438, August 25, 9 p. m.,’¢ and 444, August 28, 5 p. m. 
1. The Department appreciates having the information and valu- 

able comments given in these and other recent telegrams. 

® It was found to be complete. 
*® Vol. Iv, p. 237.
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2. The Department concurs in the views expressed by you to the 
British Ambassador as reported in the first telegram under refer- 
ence. | 

3. The Department offers for your guidance in your discussions of 
this general subject with your interested colleagues observations as 
follows: it is our feeling that we should for the present at least re- 
frain from any direct attempt to influence Japanese official delibera- 
tions in regard to foreign policy; such restraint appears to be especi- 
ally advisable while the situation in Europe and the situation in Tokyo ~ 

continue to be obscure; it would seem that attempts to influence the 
Japanese at the present juncture might be misunderstood by them; 
and there is greater likelihood of Japan’s attitude toward the United 
States—and toward various other powers possessed of substantial 
interests in the Far East—improving if Japan is left to her own de- 
liberations and is not subjected to any suggestion of advice or threats 
or blandishments by this country. 

4,On August 25 the Ambassador at London reported that the head 
of the Far Eastern Department of the Foreign Office had informed 
the Ambassador that the British desire to give the Japanese an indi- 
cation of British readiness to help Japan in their perplexity result- 
ing from the situation created by the conclusion of the German-Soviet 
agreement if they can do so when the Japanese show signs of desiring 
such help, that it would be a mistake to push the Japanese too fast, 

: and that the British prefer to let the logic of events themselves im- 
press the Japanese with the utility of cooperating with the non-totali- 
tarian nations. 

5. We concur in the view expressed by you in the last sentence of 
your 444, August 28, 5 p. m., and are confident that, in the event of 
there developing in Japan some momentum toward restoring good 
relations with us, you will bear in mind, in view of the continued dis- 
regard by Japanese authorities of American rights in China notwith- 
standing repeated assurances of intention to respect those rights, the 
consideration that emphasis should be upon implementation of Japa- 
nese expressions of good intentions rather than mere reassertions 
thereof. 

6. The Department will continue to bear in mind your desire for 
information or suggestions in regard to the subject under reference, 
as expressed in your 438, August 25, 9 p. m. 

Hou
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762.94/434a : Telegram | 

| The Secretary of State to the Chargé in Japan (Dooman) 

Wasuineton, August 31, 1939—8 p. m. 
271. For your information there is given below the substance of 

a press despatch dated Paris, August 30, by Edgar A. Mowrer, Chicago 
Daily News correspondent, as follows: | 

Begin summary: It is reported that Germany and the Soviet Union 
are pressing Japan hard to accept an offer of a free hand in China in 
return for a guarantee of Soviet frontiers; that delay in ratification of 
the German-Soviet non-aggression pact is awaiting Japanese accept- 
ance of the offer; that Great Britain and France desire to prevent 
an alignment between those powers; that Japan has approached 
Britain and France with an offer of some sort of cooperation ; and that 
Britain and France are eager for an agreement which will guarantee 
their possessions in the Far East, free their hands for dealing with the 
Kuropean situation, and secure a reasonably strong ally to handicap 
the activities of Soviet Russia. 
Mowrer says that the British and French are aware that they cannot 

afford to allow the Japanese to swallow China, because they would lose 
American support, and that the solution is for Britain and France to 
induce Japan to make peace with China and. if necessary invite the 
United States to mediate in the Far Eastern conflict and then offer 
Japan compensation elsewhere, and that the British and French have 
consulted Washington and the case is urgent, for Britain and France 
believe they must act quickly. End summary. 

We take little stock in much that is contained in the foregoing 
statements. We would welcome any comments. | | 

Sent to Tokyo. Repeated to Chungking. 
Hoi 

%762.94/435: : Telegram 

The Chargé in Japan (Dooman) to the Secretary of State 

Toxyo, September 4, 1939—6 p. m. 
[Received September 4—3: 30 p. m.] 

454. 1. The only statement in the Mowrer despatch as summarized 
in the Department’s 271, August 31, 8 p. m. which I have reason to 
believe is true is that of Great Britain’s desire to prevent Japan’s 
alignment with Germany and the Soviet Union. The story appears 
to contain only three statements of a bona fide fact nature as follows: 

First, that Germany and the Soviet Union have pressed Japan to 
accept a specified offer. We know no such offer has been made, and 
if the German and Soviet Governments have any correct perception 
of the sentiment here they will not make the offer in the circumstances 
now existing 5 

278040—55——5
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Second, that Japan has approached Great Britain and France with 
some offer of cooperation. If that is so, the British Ambassador here 
and the British Government are guilty of fantastic duplicity towards 
us, which I for various reasons do not believe for a moment is the case; 

Third, that Great Britain and France have consulted Washington 
with a view to the settlement of the China conflict. | 

9. For the rest the suggestions in the story are mutually inconsistent 
and do not stand analysis. I can present an extended analysis but the 
points I have above enumerated may be sufficient for correctly ap- 

praising the story. , 
Shanghai please repeat to Chungking. 

Dooman 

761.94/1132: Telegram 

The Ambassador in the Soviet Union (Steinhardt) to the Secretary 
: of State 

Moscow, September 8, 1939—3 p. m. 
[Received September 8—1: 13 p. m.] 

518. The possibility of developments in Soviet-Japanese relations 
and even of the conclusion of a non-aggression pact between the two 
countries is rumored in Moscow. Members of the Japanese Embassy 
however deny that any conversations affecting the general relations 
between the Soviet Union and Japan are in progress and state that 
the only discussions at the present time between the two Governments 
concern the Japanese oil concessions on Sakhalin Island and certain 
other minor matters affecting Japanese shipping. A member of that | 
Embassy has intimated the possibility of a gradual settlement of 
specific problems between Japan and the Soviet Union which he said 
would satisfy “the desire of both countries” but expressed doubt that 
any fundamental adjustment between Japan and the Soviet Union 
could be envisaged as long as the Soviet attitude toward the Chinese- 
Japanese conflict remained unchanged and Soviet Russian aid to 

China continued. 
A member of the German Embassy in private conversation voiced 

the conviction that the Soviet Union is prepared at the present time 
to adjust its relations and even to sign a pact of non-aggression with 
Japan but that since the attitude of Japanese Government is still 
not clear on the question early developments were not to be expected. 
In this connection it may be observed that the attacks against Japan 
which in the past have been characteristic of the Soviet press have 
recently subsided and comparatively few anti-Japanese slogans and 
banners were displayed in the annual parade on Red Square yester-
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day in celebration of International Youth Day. Although members 
of the Japanese Embassy state that desultory fighting continues on 
the Mongolian-Manchurian frontier, the last Soviet communiqué on 
the subject published in the press on September 1 while reporting 

_ alleged Soviet successes in skirmishes up to August 29 both in tone 
and content conveyed the impression that the hostilities were nearing 
an end. 

Although in the absence of more specific information about the 
subject it is impossible to forecast the possible developments in Soviet- 
Japanese relations I nevertheless am under the impression that the 
Soviet Government is at the present time interested in improving its 
relations with Japan and that the German Government for obvious 
reasons is doing everything possible to further a Soviet-Japanese 
understanding. I consider it doubtful, however, that the Soviet 
Union in view of its strengthened position resulting from the Soviet- 
German pact would be disposed to modify its policy in regard to 
China for the sake of an agreement with Japan and I believe that 
any substantial improvement in Soviet-Japanese relations will depend 
upon whether the Japanese Government is willing to accept an agree- 
ment with Russia on Soviet terms. | 

STEINHARDT 

761.9315 Manchuria /159 : Telegram 

The Chargé in Japan (Dooman) to the Secretary of State 

Toxyo, September 8, 19839—4 p. m. 
[ Received September 8—8: 18 a. m.] 

464. 1. The Military Attaché was informed today at the War Office 
that fighting on the Mongolian border ceased 3 days ago, but that 
it was not known whether there was merely a temporary cessation of 
operations or an agreement had been reached between the Japanese 
and Soviet Governments to end the fighting. 

2. With regard to press reports of the call on September 3 by the 
Japanese Ambassador on the Soviet Commissar for Foreign Affairs, 
the Vice Minister for Foreign Affairs informed the Polish Ambas- 
sador yesterday that Togo had pressed for settlement of only long 
standing questions relating to Japanese concessionary rights in Siberia 
and that he had raised no new questions including that relating to 
border disputes. 

Repeated to Shanghai. Shanghai please repeat to Chungking and 
Peiping. 

Dooman
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761.6211 /235 

The Chargé in Japan (Dooman) to the Secretary of State 

No. 4128 Toxyo, September 12, 1939. 
[Received October 3.] 

| Sir: Although Tokyo was no more than a secondary focal point in 
the series of events beginning with the announcements of August 21, 
1989 by the German and Soviet Governments of their intention to | 
conclude between themselves a treaty of non-aggression, it would 
need a more facile hand than mine to do justice to the dramatic ele- 
ments in the effects of those events on Japan—the awakening of the 
Japanese people to the dangers to which they had been exposed by 
the strengthening of special relations with Germany, and the steps 
immediately taken by Japan to put her house in order. We endeav- 
ored in an extended sequence of telegrams to keep the Department 
informed of events as they occurred and, wherever we could, to 
anticipate events before they happened. In some cases these telegrams 
were necessarily fragmentary in character, and I propose therefore 
to present in this despatch a connected narrative of recent events. 
With the appointment on August 30 of a new Cabinet ” a breathing 
space is afforded to review these telegrams in the light of actual devel- 
opments, but there appears to be need for no important revision of 
information already communicated to the Department. 

The position of the Japanese Government with regard to the pro- 
posed alliance with Germany at the time of the announcement on 
August 21 of the German and Soviet Governments had not been com- 
pletely clarified. It may be useful to summarize the negotiations 
between the Japanese and German Governments which had been in 
progress for many months, for, although we had informed the Depart- 
ment in our telegrams and despatches of the general trend of those 
negotiations, it has not been until the last few days that a precise 
account has been obtainable. I am not in a position to divulge the 
source, but I wish to assure the Department that the person from 
whom the information was obtained is not only entirely reliable but 
was in a position to inform himself of the negotiations in detail. 

The proposal for the conclusion of a general offensive and defensive 
alliance between Japan and Germany was put forward by the German 
Government toward the end of last year and was one of the problems 
inherited by the Hiranuma Cabinet from the Konoe Cabinet. As is 
common knowledge, the Japanese Army supported the proposal, pri- 
marily on the ground that, if Japan were allied with Germany, she 
would be in a position to intensify the pressure against the position in 
the Far East of Great Britain and France and of their potential ally, 

™ See also vol. Iv, pp. 448 ff.
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Soviet Russia. This argument was countered by Baron Hiranuma, 
the Minister of the Navy Admiral Yonai, and the Minister for Foreign 
Affairs Mr. Arita, with the argument that if Japan were allied with 
Germany and were obliged to go to the help of Germany in the event of 
a war between that country and France and Great Britain, there 
would be created one factor which would operate to render inevitable 
the entry of the United States into that war on the side of Great 
Britain and France and, therefore, the eventual involvement of Japan 
with the United States. A compromise was then agreed upon, and | 
a counter-proposal was made to the German Government to the effect | 
that the alliance should become operative only as against the Soviet 
Union. As the Department is aware, this counter-proposal was re- 
jected by the German Government, which insisted on the alliance being 
of a general character operative against all third parties. During 
the last stages of the negotiations, that is to say for a period of several 
weeks prior to the conclusion of the German-Soviet non-aggression 
treaty, the elements within the Japanese Government opposed to an 
alliance with Germany fell back on the argument that Japan was fully 
occupied with the conflict against China and would not, therefore, be 
in any position to fulfill any obligation which she might undertake to 
go to the help of Germany. A second compromise was then agreed 
upon within the Japanese Government, and the German Government 
was informed that Japan would enter into a general alliance with 

Germany, provided, however, that the right was reserved to Japan 

to determine when and how she would come to the help of Germany 
in the event of Germany becoming involved with any third Power. 
It was precisely at this moment that the announcement was made 

that Germany and the Soviet Union would enter into a treaty of 

non-aggression. 
First thoughts of the Japanese on these startling developments were 

decidedly mixed. It was, of course, realized that the concerting of 
Japan’s foreign policies with those of Germany would have to be a 

thing of the past, but what provided no little solace was the realization 

that the Anglo-French proposals to the Soviet Union with regard to 

an anti-aggression front were also in the discard. This presumed to 

be compensatory feature of the situation growing out of the German- 

Soviet rapprochement was quickly forgotten, however, in view of the 

obvious fact that the establishment of good relations between those 

countries would bring about precisely that effect which made the 

proposed anti-aggression front so objectionable to Japan—a strength- 
ening of Russia’s position in the Far East. What we described in our 
No. 428, August 23, 7 p. m., as “a thinly concealed feeling of betrayal 
by Germany” swelled to a roar of anger and mortification—mortifica- 

tion because of the clear manner in which Germany had shown its
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preference for Soviet neutrality over the active support of Japan, and 
anger because of betrayal by a nation which was believed to be a 
friendly one. Fidelity to a legal principle or to a legal contract per se 
is not one of the Japanese virtues, but there is no greater crime in the 
Japanese moral code than treachery. Feeling that there had been 
betrayal by Germany of a nation which believed itself to be a friend 
of Germany’s was fully confirmed when it was learned, through the 
publication of the text of the German-Soviet non-aggression treaty, 
that Germany had undertaken not to associate itself with any group of 
Powers in activities aimed directly or indirectly against the Soviet 
Union. 

The Cabinet met on August 25 after the Prime Minister had in- 
dividually consulted his colleagues. The decision was taken that, in 
the view of the Japanese Government, the German-Soviet non-aggres- 
sion treaty was a violation of the Anti-Comintern Convention, and 
that the negotiations with Germany with regard to “the strengthening 
of the Anti-Comintern Convention” should be terminated. Instruc- 
tions in the foregoing sense were despatched that day to the Japanese 

| Ambassador at Berlin. In various other ways the Japanese Govern- 
ment sought to make it clear that Japan had washed its hands of the 
policy of “going along” with Germany : it was announced that Japan 
would revert to a “free and independent policy” with regard to Euro- - 
pean problems, the Army and the Government agreed that there was 
to be no entanglement in European affairs, and particular pains were 
taken to see to it that the representative in Japan of the American 
Government should know that the seductive arguments of the German 
Ambassador—that Germany is now in a position to procure for Japan 
the good will of the Soviet Union—had been rejected with scorn. 

A brief reference might usefully be made to the activities of the 
German Ambassador, who was in Karuizawa when the news broke 
of the German-Soviet treaty. General Ott returned to Tokyo on 
August 23 and was so ill-advised as to lunch that day at the largest 
restaurant in the city. Iwas present when he entered in the company 
of the Italian Ambassador, and the complete silence which fell upon 
the room on the entrance of the two Ambassadors was most eloquent 
of the hostility of the Japanese there present. General Ott then went 
into complete retirement until Saturday morning, August 25, when 
he appeared at the funeral of the late Princess Fushimi. He seemed 
somewhat restrained but he was willing to talk. He told the Dutch 
Minister and me that the Soviet Government had proposed a non- 
aggression treaty to the Japanese Ambassador at Moscow. Later 
that afternoon he called at his request on the Minister for Foreign 
Affairs, and I understand that he made an impassioned plea for J apa-
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nese support, pointing out the advantages which Germany could now 

bring to Japan. Within an hour aiter General Ott’s call at the For- 

eign Office 1 was informed of the substance of the conversation. I was 

told that the Foreign Minister had told General Ott quite plainly 

that Japan could not, by procuring non-aggression treaty with Rus- 

sia or otherwise improvi
ng her relations with Russia through the good 

offices of Germany, afford to place herself at the mercy of the German 

Government. 

The terms of the conversation between Mr. Arita and General Ott 

will, I believe, serve to explain the announcement issued by the Chief 

Secretary of the Cabinet on August 25 which is quoted in our No. 440, 

August 26, 2 p. m., to the effect that the J apanese Government will 

hereafter pursue a “free and independent policy” and that its special 

relations with Germany had been ended. I need to say little more 

on that subject at this time, but 1 would like again to make the obser- 

vation which appears in one of our telegrams, to the effect that the 

turn away from Europe should not be interpreted as presaging Japa- 

nese hostility towards Germany—that the change in J apan’s policy 

is essentially a return to the middle of the road. The outbreak of the 

war in Europe found Japan fairly well prepared, having in mind 

her involvements in China, to meet the exigencies arising out of the 

war in Europe. The resignation of the Cabinet which had been in 

negotiation over 4 period of months with the German Government 

with a view to the strengthening of the special relations between the 

two countries was in many ways a land mark. It provided an out- 

ward and visible sign of the complete termination of special relations 

with one of the belligerents, and it allowed a new Government to come 

into office and to formulate new foreign policies unhindered by previ- 

ous commitments. The first important decision reached by the Cabi- 

net was to confirm the pursuit hereafter by Japan of a “free and inde- 

pendent policy”, to underscore the paramount importance to Japan 

of liquidating the conflict with China as soon as possible, and to affirm 

the determination of this country to avoid involvement in the war 1n 

Europe. These are the essential elements of Japan’s foreign policies 

and comment and explanation can neither becloud them nor render 

them more clear. 

) 

The question arising out of that policy which is of more immediate 

interest and concern than any other to diplomatic observers in Tokyo 

is whether a rapprochement between Japan and the Soviet Union is 

probable. T have taken in my telegrams 3 definite position with re- 

gard to that question, as I could not see how an equivocal opinion 

could be helpful in any way to the Department. A number of logical 

and tangible reasons can be adduced to support the view that Ger-
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many and the Soviet Union, especially in combination, could be ex- tremely helpful to J apan toward settling the conflict with China. The considerations which force on me the belief that J apan would not entertain in the present circumstances a proposal for a non-ageres- sion treaty with the Soviet Union prevail over the reasons which might be brought forward to Support a contrary view. There will imme- diately occur to mind the basic conflict between the interestg of Japan and Russia in the Far Kast, especially in China, the Irreconcilability of militant bolshevism with J apanese imperialism, the paradox in the Japanese insistence on the one hand on maintaining troops in Manchuria in violation of the Portsmouth Treaty and claiming on the other hand fishing rights in Soviet waters and so on. But a more important consideration than all these is the fact that the Soviet Union has, like Germany, given evidence of the ephemeral character of any 

undertaking given by a nation which is ruled by a dictator. The one 
great advantage which a Non-aggression pact with Russia could be 
expected to bring would be the relaxation of Russian pressure along 
the Manchurian border, thus enabling Japan to Zive greater atten- 
tion than hitherto to her conflict with China. It is I think unlikely that, if the suggested treaty were concluded, Japan would have suffi- 
cient confidence in Soviet good faith to divert to China the substantial 
forces now being maintained in Manchuria, to offset Soviet pressure, | 
Exaggerated Significance has been attached to the reported desire 

of the new Prime Minister, Genera] Abe, to compose Japan’s differ- 
ences with Russia. It would be a rational and normal desire on the 
part of any Japanese to bring about a Permanent settlement of the 
important questions which have recently arisen between the Soviet 
Union and J apan, such as the J apanese fishing rights in Siberian 
waters, Japanese oil and coal mining rights in N orthern Saghalien, the demarcation of the border between Siberia and Manchuria, and 
So on. Although it was Suggested that the J. apanese Ambassador 
called on the Soviet Commissar for Foreign Affairs on September 
3 to propose or discuss some far-reaching political arrangement, be- 
tween the two countries, the authorities in Tokyo were quick to make 
it clear that the Purpose of the call wag to resume the long-standing 
negotiations on disputes of an economic character, [ notice with some 
satisfaction that the J apanese Ambassador in Moscow has made that 
fact clear to our Embassy. 

There appears to be some room for play in Japan’s relations with 
Great Britain. The Department is, of course, already aware that the 
British Government, having in mind the requirements of the situation 
in Europe, has raised the question whether anything can be done in 
the fairly near future toward improving J apan’s relations with the 
democratic countries. In a conversation which I had with the British
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Ambassador on August 25, Sir Robert Craigie showed eagerness to 
find some way by which that objective might be accomplished, but he 
subsequently indicated to me that he had come round to my view that 
we should await the development in Japan of some momentum toward 
making the modification of Japanese objectives in China necessary if 
Japan were to resume friendly relations with the United States and 
Great Britain. However, on September 4 Sir Robert called on the 
Minister for Foreign Affairs and expressed the hope that it would be 
possible to settle outstanding difficulties by friendly discussions be- 
tween the British and Japanese Governments. Notwithstanding the 
shock which Sir Robert had on the following day by receiving the 
identic note of September 5 to the belligerent Powers * with regard to 
the withdrawal of their forces from the Japanese-occupied areas in 
China, he communicated to the Minister for Foreign Affairs on Sep- 
tember 8 a message from the British Foreign Secretary expressing the 

hope that it might be possible to settle outstanding difficulties by 

friendly intercourse. It will be noted from the attached copy of a 

paraphrase of the British Ambassador’s telegram of September 8 to 

London ® that the reply of the Japanese Foreign Minister at least did 

not close the door to future discussions looking toward an improve- 

ment in Anglo-Japanese relations. — | 

- Respectfully yours, | Evucenrt H. Dooman 

761.9315 Manchuria /182 | | 

Memorandum by the Consul at Tathoku (Warner), Temporarily in — ’ 
| the United States - 

[Wasuineron,| September 15, 1939. 

Colonel Bratton ® telephoned to state that it is reliably reported 

that the last battle on the Manchurian-Mongolian border was con- 

cluded on September 10 by a Japanese counterattack at the conclusion 

of which the Japanese had succeeded in driving the Soviet-Mongol 

forces to the west of the Halha (Khalta) River, which the Japanese 

consider demarks the Manchurian-Mongolian border at that point. | 

Colonel Bratton stated that it is noteworthy that the Japanese did 
not pursue the Soviet forces beyond the border, lending support to 

the Japanese statement that they are interested only in defending the 

Manchurian border and not in invading Mongolian territory. 

® See telegram No. 458, September 5, 7 p. m., from the Chargé in Japan, Foreign 

Relations, Japan, 1931-1941, vol. w, p. 9. 
” Not printed. 
© Col. Rufus S. Bratton, of the Military Intelligence Division, War Department.
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761.94/1185 : Telegram 

Lhe Ambassador in the Soviet Union (Steinhardt) to the Secretary 
| of State | 

Moscow, September 15, 1989—midnight. 
| [Received September 15—11: 42 p. m.] 

546 bis. My 518, September 8, 3 p.m. I have learned tonight on 
good authority that the Japanese Ambassador has had several inter- 
views during the last few days with Molotov and that at a 4 hours’ 
conference this afternoon it was agreed to settle amicably all points 
at issue between Japan and the Soviet Union. My informant further 
stated that this agreement may result in the conclusion of a Soviet- 
Japanese treaty of non-aggression. 

Repeated to Tokyo. 

STEINHARDT 

761.9815 Manchuria/169 : Telegram 

The Ambassador in the Soviet Union (Steinhardt) to the Secretary 
| of State 

Moscow, September 16, 1939—1 p. m. 
[Received September 16—8 : 55 a. m.] 

548. My 546, September 15, 12 p.m. A Tass communiqué in today’s 
press states that as a result of conversations which have taken place in 
the last few days between the Japanese Ambassador Togo and People’s 
Commissar for Foreign Affairs Molotov both parties, i. e., J apanese- 
Manchurian and Soviet-Mongolian, have reached the following agree- 
ment: : 

1, The Japanese-Manchurian and Soviet-Mongolian forces shall 
cease all military activity at 2 p.m. Moscow time on September 16. 

2. The Japanese-Manchurian and Soviet-Mongolian forces shall 
remain on the lines occupied by them at 13 o’clock Moscow time Sep- 
tember 15. ) 

8. Representatives of the forces of both sides shall immediately 
carry out points 1 and 2 of the present agreement. 

4, Prisoners and dead of both sides shall be exchanged and the 
military representatives of both sides shall immediately reach and put 
into effect an agreement in respect thereto. 

“In addition in the conversations between Togo and Molotov an 
agreement was reached that for the purpose of the demarcation of the 
boundaries of the Mongolian People’s Republic and Manchukuo in 
the region of the recent conflict there shall be organized as soon as 

| possible a commission consisting of two representatives of the Soviet- 
Mongolian side and two of the ‘Japanese. Manchurian side. The com- 
mission shall enter upon its work immediately upon its creation.”
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Although according to the communiqué the agreement refers only 

| to the termination of hostilities on the border and demarcation of the 

boundary in that region, the settlement of the outstanding point of 

issue in Soviet-Japanese relations undoubtedly constitutes a step in 

the adjustment of general relations between the two countries. The 

press also announces the appointment of K. A. Smetanin as Soviet 

Ambassador to Japan. 
Repeated to Tokyo. 

STEINHARDT 

761.9315. Manchuria/172 : Telegram 

The Chargé in Japan (Dooman) to the Secretary of State 

Toxyo, September 18, 1939—6 p. m. 
[Received September 18—11: 45 a. m.] 

482. Department’s 287, September 15, 2 p. m.™ 

1. There is no evidence available here to indicate that the conclu- 

sion of the Soviet-Japanese agreement to end the fighting in Nomon- 

han can be attributed in any way to German efforts to bring Japan 

and the Soviet Union together. The only information which I am able 

to obtain from official quarters is confirmatory of the statement re- | 

ported in our 478, September 16, 3 p. m.,™ to the effect that the agree- 

ment was reached without any help from Germany and that there are 

no negotiations either in progress or in view looking toward the conclu- 

sion between Japan and the Soviet Union of a non-aggression treaty. 

In fact the Foreign Office today informed me that I could accept the 

statement made to me on September 16 as authoritative and official. : 

The Soviet Embassy here is in charge of a young Second Secretary 

who is also the only commissioned officer in the Chancery and he ap- 

pears to be without any information whatever. 

9. Ihave talked with a number of well informed and highly placed 

Japanese and I find no sentiment in favor of the conclusion of a non- 

aggression treaty with Russia. The opinion is unanimous that a non- 

aggression treaty in the circumstances now existing would take on the 

shape of an alliance, and that an alliance with the Soviet Union would 

be the surest way of becoming involved in the war in Europe and thus 

would be a fundamental departure from the basic attitude of non- 

involvement. The following is a syllabus of views expressed : 

(a) To assume that it is as easy for Japan to enter into special rela- 

tions with Russia as it is for Germany to do so would be to reason from 

a false analogy. Whereas there is no substantial difference between 

German political thought and the political thought of the Soviet 

Union, Japanese policy is completely irreconcilable with communism. 

“ Not printed.
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(0) There is a frontal conflict between Japan’s continental policy 
and the Soviet’s militant communism in China. _ 

(c) Recent events, such as Soviet betrayal of the military agreement 
with France and of the non-aggression treaty with Poland, show 
conclusively that Russia cannot be trusted. A non-aggression treaty 
with Russia would be useful to Japan at this time if it could enable 
Japan to divert to China its large forces in Manchuria, but the lack 
of confidence in Russian good faith would prevent Japan from placing 
any reliance on any such treaty. 

38. The information reported in the Department’s telegram under 
reference to be in the possession of the British Government with regard 
to the desire of the Japanese Army in China to provoke a conflict with 

_ Great Britain and France and to reach an agreement with Germany 
and Russia is to say the least at variance with predominant thought 
in Japan. It has been stressed here repeatedly by leading J apanese 
from the Prime Minister down that the need for settling the conflict 
with China is the paramount consideration of Japanese policy. The 
prospects of bringing the conflict with China to an end either by the 
setting up of a new government under Wang Ching Wei ® or by direct 
negotiation with Chungking are being viewed here with an optimism 
which I believe our representatives in China would regard as unwar- 
ranted. However, a few days ago I had a talk with a highly placed 
Japanese * who conferred with Wang Ching Wei during the latter’s 
recent visit to Japan. I was informed that the purpose of Wang’s 
visit to Japan was to urge upon the Japanese Government relaxation 
of Japanese pressure on the position in China of Great Britain. It 
may be possible that Wang has put himself forward to the British as 
anintermediary with the Japanese. Ina draft telegram of the British 
Embassy here which was shown to me this morning responsive to a 
telegram from London the British Ambassador has agreed to recom- 
mend to the British Government the advisability of offering at this 
time to the Japanese to withdraw the British troops from Tientsin. 
These are but straws in the wind, but it seems too early to assume that 
the Japanese Army in China has abandoned hope of obtaining con- 
cessions from the British in respect [of Britain]’s position in China 
either by pressure or by blandishments. 

4. The fact is not overlooked that present urgent practical con- 
siderations on the part of both Japan and Russia make desirable 
peaceful relations between the two countries: Russia has begun active 
participation in the hostilities in Europe, while Japan, involved in 
China, is determined to devote all efforts toward a satisfactory con- 

* Dated July 25, 1932, League of Nations Treaty Series, vol. cxxxv1, p. 41. 
“Formerly Deputy Leader of the Kuomintang, at this time in Japanese- 

occupied China. 
“Prince Konoye, according to telegram No. 483, September 18, 8 p. m., from 

the Chargé in Japan (761.9315 Manchuria/173).
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| clusion of the China incident. It may be that these exigencies which 

undoubtedly bring out in both Japan and Russia a strong desire to 

avoid at this time involvement of one with the other lend color to the 

suggestions that significant political arrangements between the two 

countries are in the offing. It is my view that the cardinal points of 

Japanese policy are (a) speedy settlement of the conflict with China; 

(6) non-involvement in the European war; and (¢) no hew commit- 

ments. An expression of my belief that no sensational political agree- 

ment is likely between Japan and the Soviet Union or with Germany 

will, I hope, be more useful to the Department than an equivocal esti- 

mate calculated to meet any vicissitudes of present day diplomacy. 

Summary to Shanghai for repetition to Chungking and Peiping. 

DoomMan 

761.9315 Manchuria/183 
° 

The Japanese Embassy to the Department of State 

| The Japanese Embassy wishes to make the following statement con- 

| cerning the Soviet-Japanese agreement for the cessation of hostilities 

in the Nomonhan area along the Outer Mongolia-Manchoukuo frontier, 

which was announced on September 16: | 

With regard to the present war in Europe, the Japanese Government 

has already enunciated its policy, which is to avoid involvement in that 

conflict and to concentrate its efforts on the settlement of the China 

Affair. 
Japan’s agreement to the cessation of hostilities and to the nego- 

tiations for delimitation of the Outer Mongolia-Manchoukuo frontier 

was solely prompted by the above basic policy of the Japanese Govern- 

ment. 
It is grossly misleading to attach any deeper significance to this 

agreement for cessation of local fighting. There 1s no reason to regard 

it as preliminary to a non-aggression pact or to any move towards a 

close association of Soviet Russia and Japan. It is further to be 

stated that there is no foundation whatsoever for the rumor that the 

agreement was consummated by the good offices of Germany. 

[WasuHineton,] September 20, 1939. 

740.0011 European War, 1939/5938 : Telegram 

The Secretary of State to the Chargé in Japan (Dooman) 

Wasuinaton, October 4, 1939—8 p. m. 

999. The Embassy at Moscow reporting on September 28° 

states that: 

® Telegram No. 636, September 28, 2 p. m., not printed.
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__ “As of interest in connection with the visit of Ribbentrop to 
Moscow . . .,* I am reliably informed that the Japanese Ambas- 
sador had a lengthy conference with Molotov on the night of Sep- 
tember 26.” | 

Although the same Embassy, reporting on September 27, noted that 
it was of some significance that the first public report of the visit to 
Moscow of Ribbentrop was received from Japanese sources, which 
suggested the possibility that there might be discussed arrangements 
relating to the Far East, on September 29 Ambassador Steinhardt re- 
ported ** that he was informed in the strictest confidence that the 
Far East was not discussed during the Stalin-Ribbentrop conversa- 
tions. The Ambassador’s informant stated that the Soviet-German 
agreement had been reached with a minimum of difficulty and that 
prior to the opening of the discussions Stalin had laid emphasis on 
the importance of the establishment of a firm foundation for close 
enduring relations between Germany and the Soviet Union and had 
intimated a common enmity toward Great Britain. 

Embassy at Paris reporting on September 30® states that the 
Embassy was informed by an official of the Foreign Office that he 
knew that the Japanese were carrying on serious discussions with the 
Soviet Union and Germany. 

The Department has no other information which throws light on 
the subject except press reports of General Terauchi’s® visit to 
Germany. | | | 

Have you any new light on the subject ? 

Hoi 

740.0011 European War 1939/716: Telegram 

Lhe Chargé in Japan (Dooman) to the Secretary of State 

Toxyro, October 6, 1939—6 p. m. 
[Received October 6—9: 53 a. m.] 

507. Department’s 299, October 4, 8 p. m. 
1. In conversation today with Yoshizawa © I said that there were 

widely current rumors to the effect that Japan is discussing some far- 
reaching political arrangement with Germany and the Soviet Union, 
adding that recent conversations between Togo and Molotov had 
aroused much speculation. Yoshizawa replied that he could say offi- 
cially and definitely that the Japanese Government is not negotiating 

* Omission indicated in the original. 
* Telegram No. 655, September 29, 8 p. m., printed in vol. 1, section entitled “The 

Boundary and Friendship Treaty Between Germany and the Soviet Union Signed 
in Moscow, September 28, 1989 . . .” 

* Telegram No. 2268, September 30, 7 p. m., p. 272. 
* Gen. Count Juichi Terauchi, Japanese Supreme Military Councilor. 
© Director of the American Affairs Bureau, Japanese Foreign Office.
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any political arrangement with either the German or Soviet Govern- 
ments. He explained that Togo is negotiating with Molotov for the : 
setting up of two joint commissions: one to deal with J apanese oil 
concessions in Saghalien and other economic problems and the other 
to demark Soviet-Manchuria border. He added with considerable 
emphasis that these negotiations would be taking place whatever the 

_ present state of international relations in Europe might be. In an 
extended review of factors involved in relations between J apan and 
the Soviet Union, Yoshizawa arrived at conclusions closely approxi- 
mating those set forth in our 482, September 18,6p.m | 

2. Referring to the report mentioned in our 505, October 5, 7 p. m.,2 
that Japan had denounced the Anti-Comintern Treaty, Yoshizawa 
said that D. N. B. (official German press bureau) had telegraphed 
to Berlin a summary of the statement made by the Foreign Minister 
on October 2 to the effect that the negotiations carried on by the 
previous Cabinet with Germany and Italy which looked toward the 
strengthening of the Anti-Comintern Pact had been terminated. 
After arrival in Berlin the press despatch had been distorted whether 
intentionally or otherwise, and in the distorted form had been broad- 
cast by an Italian radio station. He repeated that there is no truth 
whatever to the rumor. 

Repeated to Moscow. 

Dooman 

761.9315 Manchuria/189:: Telegram 

Lhe Ambassador in Japan (Grew) to the Secretary of State | 

Tokyo, October 31, 1989—6 p. m. 
[Received October 31—9: 40 a. m.] 

564, Our 482, September 18, 6 p. m. 
1. We have been informed today by an official of the Foreign 

Office that conversations relating to a settlement of the boundary line 
in the immediate Nomonhan area are proceeding in Moscow and that 
if these progress favorably it is hoped to take up a delimitation of the 
entire Manchurian-Mongolian border and if possible of the Siberian- 
Manchurian frontier as well. It was indicated that the J apanese 
Government is restrainedly hopeful that—contrary to the failure of 
the commission established after the Changkufeng incident to accom- 
plish anything—some progress toward a settlement of the vexed border 
question may come about to put an end to the costly and futile series 
of frontier “incidents” that have taken place in the past. 

The Japanese press today announced the arrival at Harbin of 
Smetanin, the new Soviet Ambassador to Tokyo (formerly Counselor 

“Not printed.
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here), with a suite of 12 persons including a new Counselor. He is 

quoted as having referred to the Nomonhan truce agreement as an 

indication that he and his Government are prepared to cooperate for 

an adjustment of Soviet-Japanese relations. His appointment, coin- 

ciding with the signing of the agreement, and arrival here, after over 

a year since the departure of Ambassador Slavoutsky—during much 

of which time the Soviet Embassy has been left in the charge of a 

junior secretary—may be viewed from the Japanese angle as showing 

some disposition on the part of Moscow to normalize Japanese-Soviet 

| relations. The Japanese official referred to in paragraph 1 above 

however did not seem inclined to believe in the possibility of any really 

friendly relations between the two countries in view of their funda- _ 

mental divergence of thought and interest. | 

Repeated to Moscow and Peiping. Peiping please repeat by naval 

radio to Chungking. | 

| | | GREW 

761.94/1181 | | | 

Memorandum by Mr. George Atcheson, Jr., of the Division of Far 

| Eastern Affairs ae | 

[Wasyineron,| November 6, 1939. 

The considerations contra appear to outweigh those pro a funda- 

mental rapprochement between the Soviet Union and Japan. The 

considerations pro, however, are sufficiently strong to place such 

rapprochement within the category of possible, if not probable, 

developments. 

Against such rapprochement stand Japanese idealogical beliefs in 

which there are elements of religio-fanaticism and which are sub- 

merged in and are in part motivated by a religious conception of 

Japan’s imperial destiny in the Far East. The Japanese people have 

been conditioned to a distrust of and an aversion to Communism and 

that attitude has become a profound part of their political psychology 

as it is based, fundamentally, upon fear—the fear of an island people 

that their nearby mainland neighbors are by very reason of their size 

and proximity a potential menace to security, that in the case of Soviet 

Russia the menace is increased by Soviet political philosophy and 

policy, that in the case of China the potential menace might become 

immediate if China should grow strong and united, that also in the 

case of China the menace would become immediate if China should 

adopt Communism or be dominated by Soviet influence. There has 

hence arisen an inevitable and perhaps diplomatically insoluble con- 

flict of interests between China and expansionist Japan and between 

expansionist Russia and expansionist Japan. Japan is now attempt-
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ing both to expand in China and to liquidate the menace felt by 
the Japanese to have been implied in the growth prior to 1937 of 
Chinese national unity and the extension of authority of the Chinese 
National Government. J apan is not now attempting to expand in 
Russian Asia and is concerned chiefly, in regard to the Soviet Union, 
with the actual and potential military menace which is constituted by 
the Soviet Far Eastern forces. That this menace is far from imagi- 
nary is apparent, for example, from the fact that the submarine and 
air base of Vladivostok is situated almost in the geographic center : of the actual Japanese Empire (the Japanese islands, “Manchukuo” | 
and Korea). — 

_ There stands against a Soviet-J. apanese rapprochement, therefore: 
(a) psychological obstacles of a nature which it is believed are far 
more difficult to surmount than those which appeared to stand in the 
way of a Soviet-German rapprochement x (6) a major and traditional 
conflict of interests; and (¢) an actual military menace not only to Japan’s adventurings in China (Soviet submarines could presumably interfere to considerable extent with J apan’s lines of communications to China), but to the physical security of the Japanese islands them- selves. Specific problems of importance which reflect the mutual 
distrust and conflict of interests between J apan and the Soviet Union 
include Mongolia—“Manchukuo’—Korea, border disputes which have 
resulted in large-scale hostilities, Japanese oil concessions on Sagha- lin Island, and the fisheries question. 

It would seem that only as a temporary expedient would a definitive | rapprochement between or alignment of the Soviet Union and Japan 
be possible. That such rapprochement or alignment would not be 
beyond the range of possibility is due to the facts that the rulers of 
both countries are at present opportunistic and expansionist in their 
policies; that both countries have objectives which might be furthered 
by such rapprochement or alignment; and that both have, or believe 
that they have, a common enemy in Great Britain whose position in 
Europe and India the Soviet Union wishes to undermine and whose | position in China Japan wishes to destroy. Assuming that both Gov- 
ernments should develop the will to a rapprochement, it is probable 
that a basis for a temporary arrangement in the form of a political 
as well as military truce or in the form of an affirmative alignment 
of interests for the time being might be effected through compromise cn the concrete problems which in recent years have brought Soviet- 
Japanese relations almost to the breaking point. The J apanese de- siderata for such an arrangement might be: (a) cessation of Soviet aid to the Chinese National Government, (6) material reduction of the submarine and air forces at Vladivostok and of military forces on the Mongolia—“Manchukuo’—Korean border, and (c) “sincere” ad- 

278040—55-_6
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justment of difficulties in connection with the Saghalin oil conces- 

sions. The principal Soviet desiderata might be: (a) withdrawal of 

Japanese-Manchurian forces from the Siberian-Mongolian border, 

(b) adjustment of the fisheries question on a basis which would elimi- 

nate Japanese-claimed treaty rights, and (c) arrangement for con- 

sultation to dispose of various problems, including territorial prob- 

lems. (It would seem unlikely that a rapprochement could be effected 

on any basis of a dividing of China between the two nations or of a 

| demarcation of the country into contiguous Japanese and Soviet 

spheres of influence. ) | 

That such rapprochement seems possible, if not probable, is a matter 

for concern because the possibility may be increased by action of the 

United States vis-A-vis Japan tending to increase J apan’s interna- 

tional isolation.” 

761.94/1153: Telegram 

The Ambassador in Japan (Grew) to the Secretary of State 

Toxyo, November 9, 1939—1 p. m. 

| [Received November 9—6: 45 a. m. | 

| 585. Our 571, November 4, 3 p. m.* Following the arrival in : 

Tokyo yesterday of Smetanin, the new Soviet Ambassador, the press 

| today stated that assurances of increasing friendship between the 

Soviet Union and Japan were given by Captain Kovalev, Soviet 

Naval Attaché, en route to Vladivostok on home leave. Kovalev is 

reported by the press as stating: | 

“T am sure that the future will bring about a progressive increase 

in friendship between Japan and the Soviet Union. The peoples of 

Japan and the Soviet Union should use care to see that they are not 

influenced by propaganda reports spread by Britain and the United 

States in an attempt to cause estrangement between them. 

So far as China is concerned there is nothing that should cause con- 

cern about the relations between Japan and the Soviet Union. I have 

no doubt that Ambassador Smetanin will take an early opportunity 

to communicate frankly the wishes of the Soviet Union to the Japanese 

authorities. 1 think that negotiations will be held for a general ad- 

justment of Soviet-Japanese relations parallel with the Moscow and 

Chita talks. 
I understand that Ambassador Smetanin will hold a meeting soon 

with the Soviet Ambassador to China but I am not at liberty to discuss 

the venue of the meeting.” 

Repeated to Moscow and Peiping; Peiping please repeat to Chung- 

king. 
GREW 

% Marginal notation by the Adviser on Political Relations (Hornbeck): “It 

takes bor a apan and Russia to conclude a J ap[anes]e-Sov[ie]t Pact.”
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761.94/1154 : Telegram 

Lhe Ambassador in France (Bullitt) to the Secretary of State 

Paris, November 10, 1939—11 p. m. 
[ Received November 11—10: 26 a. m.] 

2723. The French Ambassador to Moscow, Naggiar, said to me to- 
day that he expected to leave Paris for Moscow tonight. ... 

He added that he was returning to Moscow for the purpose of 
investigating reports which he was compelled to regard as true, to 
the effect that about a week ago the Soviet Government had proposed 
to the Japanese Government that the Soviet Union and J apan should 
settle their differences and should collaborate in the division of China. 

I expressed skepticism but N. aggiar insisted that the Russian pro- 
posals to Japan were most serious. He added that Russian influence 
in Sinkiang had now become so great that Sinkiang was controlled as 
completely by the Soviet Union as was Outer Mongolia. He believed 

| personally that there was a possibility that the conversations now in 7 
progress between the Soviet Union and J apan might result in a com- 
plete partition of China between Japan and the Soviet Union similar 
to the partition of Poland. 

Buiurrr 

761.9315 Manchuria/194: Telegram 

Lhe Ambassador in the Soviet Union (Steinhardt) to the Secretary | 
: of State 

Moscow, November 18, 1939—7 p. m. 
[| Received November 18—2: 26 p. m.] 

890. Although not reported in the Soviet press, information indi- 
cates, I understand, that the discussions which have been taking place 
here between the Japanese Ambassador and Molotov in regard to the 
settlement of boundary questions has resulted in an agreement for the 
delimitation of the Mongolian and Manchurian border and the ap- 
pointment of a commission composed of 20 Soviet representatives and 
20 Japanese to meet in the very near future at Chita for this purpose. 
I further understand that when the Mongolian-Manchurian border 
question has been settled the commission will proceed to Harbin to 
take up the establishment of the Soviet-Manchurian frontier. 

STEINHARDT
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761.9815 Manchuria /198 

Memorandum by the Under Secretary of State (Welles) of a Con- 

versation With the Japanese Ambassador (Horinoucht) 

[Wasuineron,] November 15, 1939. 

The Japanese Ambassador called to see me in order to present his 

new Counselor, Mr. Morishima. | OO 

In the course of a somewhat desultory conversation the Ambassador 

asked me if this Government had taken any cognizance of the remarks 

with regard to the United States contained in the recent speech of the 

Soviet Foreign Minister, Mr. Molotov.” I replied that this Govern- 

ment had paid no attention to them, and reminded the Ambassador of 

the President’s remark that he did not believe bad manners should 

engender bad manners. ‘The Ambassador said that he had been de- 

lighted with this statement of the President, which he thought placed 

matters in their right and true light. | | 

7 I then took occasion to say to the Ambassador that I had seen with 

interest in the press that the new Soviet Ambassador to Japan, Mr. 

Smetanin, was undertaking conversations very vigorously with the 

Japanese Government, and I inquired whether the Ambassador knew 

+f those conversations covered a wider range than the demarcation 

of the Mongolian frontier. The Ambassador said that he was not 

specifically informed, but that he thought he would have been if 

anything of importance had been advanced by the Soviet Ambassador. 

He said that he personally believed that it was entirely outside the 

realm of possibility for any real understanding to be reached between 

Japan and the Soviet both by reason of the nature of Soviet policy 

and by reason of the kind of regime which exists in Russia. He said 

that he saw no present solution of the controversy involving the oil 

concessions in Sakhalin or of the fisheries dispute, and far less pos- 

sibility of any understanding with regard to general far eastern 

policy. 

At the conclusion of our brief conversation, the Ambassador said 

that he was anxious to have a long conversation with me and inquired 

whether I would receive him for that purpose next week. I replied 

that of course I would be happy to see the Ambassador at any time, 

and he said that he would call my office to arrange for an appointment 

on Monday.” 
S[omner] W[exzzs | 

* Speech of October 31; see telegram No. 847, November 1, 10 p. m., from the 

Ambassador in the Soviet Union, Foreign Relations, The Soviet Union, 1933-1939, 

Pe o Sco memorandum by the Under Secretary of State, November 24, Foreign 

Relations, Japan, 1931-1941, vol. 11, p. 36.
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761.948/198: Telegram | 

Lhe Ambassador in Japan (Grew) to the Secretary of State 

Toxyo, November 17, 1939—2 p. m. : 
| [Received November 17—4: 06 a. m. | 

| 610. Our 607, November 16, 6 p. m.” 
1. In conversation today with the Soviet Ambassador he told me 

that while the Foreign Minister had requested that the fishery negotia- 
tions be conducted in Tokyo, the Ambassador has referred the point to 
Moscow and that it has not yet been settled. 

2. Asahi’s report concerning the border delimitation conference is 
substantially correct. | 

3. The Foreign Minister gave definite assurances that the final 
Japanese payment on the Chinese Eastern Railway would now be 
made. 

4, The question of oil and coal in North Sakhalin was not touched 
upon in Smetanin’s conversation with the Foreign Minister. | 

_ Repeated to Moscow, cipher text mailed to Peiping. 

| GREW 

761.9315. Manchuria/195: Telegram 

The Chargé in the Soviet Union (Thurston) to the Secretary of State 

| Moscow, November 20, 19839—10 a. m. | 
| | [Received November 20—8 a. m.] 

915. Embassy’s telegram 890, November 13, 7 p.m. This morning’s 
papers publish the following communiqué from the Foreign Office: 

“On the 19th of November the People’s Commissar for Foreign 
Affairs of the Soviet Union, V. M. Molotov—with plenipotentiary 
powers from the Governments of the U. S. S. R. and the Mongolian 

eople’s Republic, and the Japanese Ambassador in Moscow, Mr. 
Togo, with Plenipotentiary powers from the Governments of Japan 
and Manchukuo, concluded an agreement relating to the composition, 
functions and place of work of a mixed commission composed of two 
plenipotentiaries from the U. 8. S. R. and the Mongolian People’s 
Republic on the one side and of two plenipotentiaries from Japan 
and Manchukuo on the other for the demarcation of the boundary 
between the Mongolian People’s Republic and Manchukuo in the 
region of the recent conflict. The commission will enter upon its 
functions in the near future in the city of Chita. The second half 
of the sessions will take place in the city of Harbin. 

Moreover, an exchange of opinions took place between Comrade 
Molotov and Mr. Togo relating to the fundamental principles upon 
which a Soviet-Japanese trade agreement should be based. The ex- 
change of opinions indicated the existence ef similar views upon this 
subject.[”’] 

—_—_— THURSTON 
* Not printed,
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| 761.94/1158 : Telegram -. 

The Chargé in the Soviet Union (Thurston) to the Secretary of State 

Moscow, November 24, 1939—11 a. m. 
[Received 11:55 a. m.] 

935. Embassy’s telegram number 915, November 20, 11 [70?] a. m. 
Members of the Japanese Embassy recently remarked to an officer of 
this Embassy that the present preoccupation of the Soviet Govern- 
ment with questions relating to its western frontiers affords an oppor- 
tunity for Japan to undertake to bring about the settlement of certain 
troublesome questions pending with the Soviet Union notably those 
relating to the Far Eastern fisheries and the Sakhalin coal and petro- 
leum concessions. They stated that the negotiations now in progress 
are directed to this end only and that no general agreement of a 
political nature such as a non-aggression pact is contemplated by 

Japan. | | 
They stated that no decision had been reached as to the place where 

negotiations are to be held with respect to the development of trade 
between the two countries but that Tokyo is preferred by Japan® 
largely because of the lack of personnel in the Embassy here expe- 

| rienced in handling economic matters. The Soviet Government how- 
ever has suggested that a Japanese trade delegation be sent to Moscow. 
Although they stated that the Soviet Government desires to purchase 
green tea as well as a considerable amount of auxiliary equipment for 
its Far Eastern fishing fleet they did not otherwise indicate the pre- 
cise nature of the commerce which might be developed between the 
two countries. There is reason to believe that the Japanese Embassy 
is exploring the possibility of obtaining certain non-ferrous metals 
such as molybdenum, tungsten and nickel of which, however, there 
is a scarcity in the Soviet Union. They expressed the view however 
that unless the Soviet Government alters its foreign trade policies 
it would be difficult appreciably to expand Soviet-Japanese trade. 

Although it is probably true that as stated by the persons cited the 
present negotiations at the moment do not envisage the conclusion of 
a Japanese-Soviet pact of non-aggression, some foreign observers in 
Moscow (including members of the German Embassy) have expressed 
the opinion that Stalin desires such a pact and would be prepared to 
withdraw support from China in order to facilitate its conclusion. 

THURSTON 

“In telegram No. 971, November 30, 4 p. m., the Chargé in the Soviet Union 
reported a statement by a member of the Japanese Embassy that the negotia- 
tions would be held in Moscow (761.94/1169). |
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%761.94/1162 : Telegram 

The Ambassador in Japan (Grew) to the Secretary of State 

Toxyo, November 27, 1939—3 p. m. 
[Received November 27—9 : 57 a. m.] 

626. 1. My British colleague today handed me the text of a tele- 
gram which he states that he together with the French and Polish 
Ambassadors sent to their respective Governments on November 22nd. 
Craigie says that the three Ambassadors had wished to consult with 
me before sending the telegram but that owing to my absence in the 
Kansai they felt that they could not delay it until my return yesterday. 

2. In this connection please see another telegram which I am send- 
ing shortly on the subject of a possible Japanese rapprochement to 
Soviet Russia. 

3. There follows a close paraphrase of the telegram mentioned in 
paragraph 1: 

Despite the fact that Soviet-Japanese diplomatic exchanges have 
only reached the stage of preliminary soundings regarding such mat- 
ters as the delimitation of frontiers, fisheries, the Saghalien conces- | 
sions, et cetera, as well as the amelioration of commercial relations, a 
growing tendency exists for Japanese-Soviet relations to move toward 
a détente of a general political nature. 

Information of which the accuracy is difficult to assess here indi- 
cates that Soviet Russia, with a view to maintaining a free hand in 
Europe, has in contemplation a political and economic improvement 
of its relations with Japan possibly including an understanding con- 
cerning China at the expense of the latter country. The Soviet Union, 
seizing as a pretext the present dissensions between the Chinese Com- 
munists and the Kuomintang, would be prevailed upon temporarily 
to maintain an attitude of detachment toward Japanese action in 
China, it being understood however that the position and influence 
already acquired there by the Soviet Union and the Chinese Commu- 
nists would remain safe and unimpaired. In the event that a plan of 
this nature for the division of China into spheres of Soviet and J apas 
nese influence should be successful, Generalissimo Chiang would find 
himself without allies or other support, and the prospects of a success 
of the projected Wang Ching-wei regime would be enhanced to that 
extent. 

Today the liquidation of the war in China constitutes the first 
objective of Japanese policy, to promote which Japan might even be 
prepared to go so far as to cooperate with the Soviet Union by assum- 
ing an attitude of benevolent neutrality toward Germany. 

Propaganda emanating from Germany is busy in Japan preparing 
the ground for Soviet overtures and seeking to direct them along 
lines of a specifically political character. In form, this would con- 
stitute a sort of triple alliance designed to increase the resistance 

* See telegram No. 631, November 27, 9 p. m., infra.
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of Japan to foreign pressure in China, at the same time in effect 
relinquishing the non-communist areas of China to Japan. The addi- 
tional incentive is being held out that, once in the position of having 
safeguarded her northern flank through the reaching of an under- 
standing with the Soviet Union, Japan would be in a better position 
at the opportune time to make an attack against the East Indian 
possessions of the Netherlands. Be | 

In Japan the atmosphere is confused and favorable to such sug- 
gestions as the foregoing. Pending the opening of the Diet the 
Government’s position is not too strong, for the financial and economic 
situation is undergoing an increasing strain. The desire is universal 
to liquidate the China affair but no one knows how to achieve this 
end. As a result of the increasing cost of living as well as of the 
growing lack of essential commodities there is much popular discon- 
tent. Although the army is of course normally anti-Soviet, opinion 
therein is taking an increasing interest in the plan for an under- | 
standing with the Soviet Union as subordinated to offering the speed- 
iest method of liquidating the war in China without undue detriment 
to the immediate political and economic objectives of Japan. If 
this attitude should ultimately prevail in the army it seems probable 
that the Cabinet not [now?]| in power, once it had prepared the 
ground for a new policy by disposing of the monetary issues that 
are now being discussed, would sooner or later resign in order to 
make way for a Cabinet ready to take more extreme measures. It 
should be remembered constantly in this regard that the Japanese 
Army is desperately desirous of liquidating the China affair before its 
prestige at home, which is waning, has seriously undermined its hold 
on Japan [and?] that in exchange for an understanding with the 
Soviet Union which would allow it to attain its objectives in China 

| at an early date the army might even be prepared to see the future 
mortgaged. Finally, it should be borne in mind that the opinion of 
the army if it is sufficiently united will in the long run be the deter- 
mining factor in this particular matter. In fine, notwithstanding : 
admitted improbability that the Government here would rashly 
commit itself to Soviet Russia by the conclusion of a general political 
entente therewith or of some compromise in China of a dangerous 
nature, we cannot overlook the possibility that at this moment undue 
pressure from the democratic countries might result in driving Japan 
in that direction. After the expiration of the American Treaty and 
with the danger of the imposition of an American embargo—should 
no concessions satisfactory to the United States meanwhile be ob- 
tained from the Japanese Army in China—the difficulties of the 
situation will increase. 

It may be asserted finally that in default of early steps to improve 
relations between Japan and the Western democracies, the danger 
exists that the foreign policy of Japan may fall into the control of 
extremists without experience. In that event an internal political 
situation of a grave nature would ensue, carrying with it repercus- 
sions in China from which the Soviet Union alone could profit. 

Grew
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761.94/1168 : Telegram — 

The Ambassador in Japan (Grew) to the Secretary of State 

Toxyo, November 27, 1939—9 p. m. 
[Received November 27—2: 50 p. m.] 

631. The following telegram was drafted early last week during my 
absence in Kobe but in view of the importance of the subject matter 
was held against my return. I am forwarding it with my approval. 

1. The following comment is offered on the possibility of there being . 
concluded some special political arrangement between Japan and the 
Soviet Union, a subject which is now being widely discussed in in- 
formed circles but not in the press. In our 482, September 18, 6 p. m. 
the opinion was expressed that in view of certain basic and long term 

- considerations Japan would not conclude any such arrangement with 
the Soviet Union. My information today is not what it was when that 
estimate was made, notably in respect of relations with the United 
States, and the fact is that there has recently developed a movement 
of strong proportions favoring the coming to terms with the Soviet 
Union. | 

2. A friendly Ambassador with whom we have close relations in- 
formed us some time ago that the Vice Chief of the General Staff had. 
told him that there are taking place exploratory conversations with 
the Soviets which might perhaps lead to some working arrangement 
between Japan and the Soviet Union with regard to China. Members 
of my staff subsequently met informally officers in the General Staff 
who have served in the United States and the latter confirmed the 
holding of such conversations. They said that the General Staff is also 
equally divided on the question whether a working arrangement should 
be made with Russia. Our informants themselves are opposed to it. 
They said that it was plain to them that the Russians are trying to 
play with the Japanese the same game that they successfully played 
with the Germans, that is, to lull the Japanese into feeling secure 
against any possibility of danger from Russia in order that Japan 
might be emboldened to take against the United States, an attitude 
calculated gravely to impair relations between the latter countries. 
These officers stated that the General Staff as a whole has been aware 
of the danger of flirting with the Russian representatives but that there 
is a growing faction which believes that the Soviet Union can be 
maneuvered around in some way as to promote the bringing to an end 
of the hostilities in China. 

8. The Foreign Office, although emphasizing the importance of 
settling various standing issues with the Soviet Union, continues to 
deride the possibility of there being concluded any arrangement
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which would in effect bring Japan closer to Germany and the Soviet 

Union at the expense of her relations with the United States and Great 

Britain. 

4, The Department will appreciate that we have not been alarmist 

with regard to this matter and we do not desire to convey the impres- 

sion that some special arrangement with Russia or Germany or with 

both has already secured the support of the predominant part of those 

who formulate Japanese policy. In fact, so long as members of the 

Government continue to emphasize the importance of Japan’s contin- 

uing an “independent policy”, the probabilities are that any such 

arrangement is a project of the minority. Nevertheless the recep- 

tiveness which the idea finds in the General Staff, the fountain head of 

opposition to Russia and to Soviet thought, at a time when pessi- 
mism more prevalent with regard to relations with the United States, 
requires modification of our earlier opinion excluding the likelihood of 

any such arrangement being made. 
GREW 

761.94/1164 : Telegram 

| The Ambassador in France (Bullitt) to the Secretary of State 

Paris, November 28, 1939—5 p. m. 
[Received 9:43 p. m.] 

9845. Chauvel, Director of Far Eastern Affairs, asked to see me 
today and gave me to read the text of a seven-page telegram sent on 
the evening of November 23 by Arséne-Henry, French Ambassador 
to Tokyo. 

The telegram stated that the British Ambassador, the Polish Am- 
bassador, and he himself (Arséne-Henry) were all so much disturbed 
by the negotiations in progress between the Japanese Government and 
the Soviet Government that they had decided that it was their duty 
to communicate their opinions to their respective Governments in 

identical language. 
They stated in brief that they feared that if the present Japanese 

Government should be unable to reach an agreement with the Govern- 
ment of the United States through the conversations between Ambas- 
sador Grew and Foreign Minister Nomura the Abe government would 
be overthrown and replaced by a government of militarists which 
would conclude an agreement with the Soviet Union and would wipe 
cut French and British interests in the Tientsin area and other areas 
in North China and perhaps also in Shanghai. 

The three Ambassadors added that the German Government was 
doing everything that it could to bring about a rapprochement between
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the Japanese and Soviet Governments; and also was doing everything 
possible to increase ill feeling in Japan against the United States in 
the hope that a [contest] might develop between the United States 
and Japan of such dimensions that American supply to France and 
England might be cut off. _ 

Chauvel added that on the receipt of this telegram which had ar- 
rived badly garbled and had therefore required repetition which had 
occasioned some delay, he had telegraphed to the French Ambassador 
in Tokyo suggesting that the British, French, and Polish Ambassa- 
dors in Tokyo should communicate their views to Ambassador Grew. 
He also had sent a copy of the telegram in question to Saint-Quentin 3 
instructing him to make such use of it as he might consider highly 
important. 

Chauvel added that about 8 days ago he had sent a telegram to 
Saint-Quentin asking him to see the Acting Secretary and to call the 
attention of the Acting Secretary to the possibility that if Japan 
should be unable to reach an agreement with the United States the 
present Government in Japan might [resign?] and might be replaced 
by a government of militarists which would seek immediate agree- 
ment with the Soviet Union. 

Chauvel went on to say that he hoped the Government of the United 
States understood that in making these communications the French 
Government in no way desired to alter the line of policy which had 
been followed of late by the American Government. The French 
Government was most happy that the American Government was fol- 
lowing its present line. The French Government merely wished to 
be certain that the American Government was aware of the possibility 
of danger involved in the Soviet-Japanese conversations. 

I asked Chauvel if he had any recent information with regard to 
Soviet supplies to China. He replied that he had, and that these 
supplies of late had been much greater than ever before. 
-Lexpressed skepticism as to the possibility of an agreement between 

Japan and the Soviet Union for the division of China. Chauvel said 
that he too was skeptical, but that, through a most private source, he 
had learned yesterday that the representatives of both Mitsui and 
Mitsubishi in Paris were now convinced that the Soviet-Japanese con- 
versations would lead to an accord that would involve the cessation 
of Soviet supplies to China. 

I asked him if he did not believe that even though the Soviet 
Government might make such a promise it would in reality continue 
to send supplies to China. He said that he agreed. He did not 
believe that the Soviet Union would keep its word to Japan but an 

*French Ambassador in the United States.
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agreement between the Soviet Union and Japan might have a surface 

appearance of reality sufficient to encourage Japan to take violent 

action against the French and British position in both North China 

and Shanghai. 
I expressed skepticism on this point also citing the attitude taken 

recently by the Government of the United States. 
Chauvel then said that the substance of his worry was the following: 

There were many persons in Paris who knew nothing about the Far 
East. Indeed there was almost no one who did know anything about 
the Far East. Such persons in and outside the present Government 
looking at the Far East superficially were arguing that since Russia 
was supporting Germany, France should make an agreement with 
Japan at the price of sacrificing China if necessary. He personally 
had to combat this point of view every day. The French Government 
had taken no step in this sense and he believed that any such step 
would be folly. He would be extremely grateful to me, however, if 
I could obtain from my Government a statement as to our view of 
the present situation in the Far East in order to give him some sort of 
a further weapon with which to combat those who desire a change in 
French policy. He went on to say that the successful Japanese attack 

on Nanning had provoked a new wave of arguments from those 
persons who desired the French Government to appease Japan at all 

costs. 
I said that for my own part I was absolutely confident that our 

policy in the Far East was based on the fullest information which _ 
was both gathered and considered by our ablest brains in foreign 
affairs. I felt sure that our Government was taking no step in the 
Far East without the fullest possible consideration and I was confident 
that my Government would be careful to avoid provoking a Japanese 
attack on the British and French interests in China. 

No doubt both Grew and Saint-Quentin have communicated to you 
the contents of the telegram of the three Ambassadors. If you can 
give me some sort of a message to pass along to Chauvel who is, I am 
convinced, entirely sincere, I should be obliged. If you do not care 
to give me such a message I hope that you will inform me the moment 
that you receive any information of a change in the French position 
since if informed in time I believe that I might have some influence 

with Daladier.? 
BuLiitr 

?President of the French Council of Ministers (Premier).
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761.94/1164 : Telegram 

The Secretary of State to the Ambassador in France (Bullitt) | 

Wasuineron, November 30, 1939—4 p. m. 

1463. Your 2845, November 28, 5 p. m. 
1. Department shares the skepticism which you felt and expressed. 

Department is, as you believed, giving fullest possible consideration 
to all available information; also, to the logic of fundamental facts in 
the situation. High officials of this Government have on many occa- 
sions stated that we wish at all times to be fully considerate of the 
rights and interests of all countries concerned in the Far Eastern situa- 
tion; and our attitude and efforts in regard to that situation are 
constantly influenced by that principle. We are proceeding with 
patience and caution. 

2. We have noted with care the expressions of their collective 
opinion given by the three ambassadors to their respective govern- 
ments. It would be helpful to us, in our efforts to evaluate their 
reporting of their apprehensions, were we to have indication and esti- 
mates of what inducements they think it (a) possible and (0) likely 
that the Soviet and the Japanese Governments respectively would 
offer each other as the basis for a political rapprochement. In other 
words, what could and would each side concede to or promise to the 
other, and, in each case, for what reason from point of view of self- 

| interest. It might be helpful, in connection with these apprehensions, 
for those who entertain them to attempt to formulate for purposes of 
speculative evaluation, the possible content of a possible agreement 
such as they fear may be concluded. 

3. Mr. Grew was away from Tokyo when the telegrams were sent 
on November 22 by the three other ambassadors. He was informed 
of the sending and substance of the said telegrams on November 27, 
the day after he returned to Tokyo. In the interval, the British 
Ambassador here, stating that he was doing so on his own initiative, 
expressed to the Department certain apprehensions. The French 
Ambassador has approached the Department in a similar sense. 

4. The Department will keep carefully in mind the request with 
which your telegram under reference concludes. 

5. You may inform Chauvel of the substance of numbered para- 
graphs 1 and 2 above. You might consider it useful to call his atten- 
tion to substance of Mr. Welles’ and Mr. Messersmith’s statements 
relating to the Far East, reported in Radio Bulletins No. 272 of 
November 17, No. 275 of November 21 * and No. 276 of November 22.4 

Hon 

* Address of November 23 by the Assistant Secretary of State, Department of 
State, Bulletin, November 25, 19389, p. 579. 

“Press conference statement of November 22, idid., p. 588.
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761.94/1170 : Telegram 

The Ambassador in France (Bullitt) to the Secretary of State 

| Parts, December 1, 1939—4 p. m. 

[Received 8 p. m.] 

9879. I communicated the contents of the first two paragraphs of 

your 1463, November 30, 4 p. m. to Chauvel this afternoon. He was 

most grateful for the communication. 

-Chauvel said that he would send a telegram this afternoon to the 

| French Ambassador in Tokyo requesting him to formulate and state 

at once to Ambassador Grew the exact facts and fears which had 

motivated the identic communication of the three Ambassadors to 

their respective Governments. 
Chauvel added that he would be extremely grateful if in the future 

when our Government took any action in the Far East an explanation 

of such action might be communicated to him through me. He 

stressed the intense concentration of the higher officers of the Quai 

d'Orsay on the affairs of Europe and his need for information which 

would assist him to keep French policy in line with our policy. 

Chauvel went on to say that his most recent information led him 

to believe that the present Japanese-Russian negotiations might lead 

to a temporary solution of the perennial question of the fisheries and 

to an agreement with regard to the oil of Sakhalin, and a number 

of polite words; but that in reality there would be no real cooperation | 

between the Soviet Government and the Japanese Government. 

He said that his latest information from China indicated that the 

chief obstacle to the setting up of a so-called Chinese Government 

under Wang Ching Wei was the refusal of Wang Ching Wei to form 

a government until the Japanese should be ready to hand over to his — 

government control of the Chinese customs and the Salt Gabelle and 

to withdraw their forces from the entire Yangtze Valley. 

He stated most confidentially that representatives of the French 

Government were in intimate touch with Wang Ching Wei and were 

convinced that, although pretending to work with the Japanese Gov- 

ernment, he was in reality working against the Japanese Government 

in his own way. 

Chauvel said that the Japanese Government would not accede to 

these demands of Wang Ching Wei because the Japanese Govern- 

ment realized that as soon as the Japanese troops should be with- 

drawn from the Yangtze Valley the troops of Chiang Kai Shek would 

enter it. 
It was possible of course that some sort of a compromise finally 

would be made by Wang Ching Wei and the Japanese Government 

but he felt certain that such a compromise could lead only to great
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difficulties between the government which Wang Ching Wei might 
set up. : 

It was asserted that if a government set up by Wang Ching Wei 
should begin again to pay the interest on international loans secured 
on the revenues turned over to his government the French and British 
would accept these payments. 

Personally he felt that the only great danger which might arise to 
French and British interests in China was the danger that the present 
Japanese Government should be overthrown and be replaced by mili- 
tarists and would push the Tientsin question ruthlessly. 

Personally he thought that the question of Tientsin should be liqui- 
dated and that the question of Chinese funds in Tientsin should be 
solved by turning over these funds to the Belgian Bank in Tientsin. 
He had been informed that Craigie, British Ambassador in Tokyo, 
had negotiated a compromise with the Japanese Government on the 
subject of Chinese currency in Tientsin. 

If these two questions should be got out of the way there will not 
be much excuse for the Japanese to take violent action in the Tientsin 
area, 

He said that his latest information from Chungking on the Nanning 
situation was to the effect that the city had been taken by the Japanese 
but that Chiang Kai Shek expected to make successful counterattack 
in the near future. On the other hand his information from Indo- 
China was to the effect that the Japanese had been stopped in the 
suburbs of Nanning and had never been able to take the city. 

In any event the use of the roadbed from Indo-China to N anning 
for the truck transport was now impossible and it seemed to him 
inadvisable for the French Government at the present moment to 
send rails for the completion of the railroad on the existing roadbed. 

In conclusion he felt that no matter what words might be used by 
the Russians the Japanese Government would remain extremely skep- 
tical with regard to the future actions of the Soviet Government. 
The Japanese Government moreover would probably be equally skep- 
tical with regard to its future relations with any government which 
Wang Ching Wei might set up. 

He felt therefore that the moment was not an unfavorable one from 
the point of view of the United States for negotiations with J apan. 

Wellington Koo ® has just stated to me that his information indi- 
cates that there is no truth in the report of the Domei agency that the 
Soviet Government has stopped exports of arms to the Chinese 
Government. 

Buwuirr 

* Chinese Ambassador in France. |
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761.94/1176 
| 

Memorandum Prepared in the Department of State" 

| [ Undated. | 

The Department has been informed by the American Ambassador 

at Tokyo ® that it is the view of the British, French and Polish Ambas- 

sadors that, unless early steps are taken to improve relations between 

Japan on the one hand and Great Britain, France and the United 

States on the other, extremists in Japan may gain control of Japan’s 

foreign policy and effect a general political rapprochement between 

Japan and the Soviet Union. 

There would appear to be two primary questions involved, namely, 

(1) whether a fundamental and far-reaching rapprochement between 

Japan and the Soviet Union is likely to occur and (2) whether the 

effects of such a rapprochement would be so seriously adverse to the 

interests in the Far East of the United States, Great Britain and 

France that there would be warrant for making significant conces- 

sions to Japan in an attempt to prevent the consummation of such a 

| rapprochement. 

After serious study and consideration, this Government is of the 

opinion that it may be practicable for Japan and the Soviet Union 

to arrive at agreements relating to questions such as fisheries, the 

Sakhalin concessions, and the delimiting of frontiers. These matters 

are, however, relatively unimportant. It is also conceded that a new 

commercial arrangement between the two countries might be arrived 

at, although it would seem that such an arrangement would lack any 

significant economic advantages to either country in view of the eco- 

nomic conditions existing in both countries at the present time. A so- 

called non-aggression pact and even some kind of a vague political ac- 

cord might be arrived at. This Government does not disregard these 

as possibilities. If, however, such an accord were to be reached, and 

even if it were accompanied by other agreements relating to fisheries, 

the Sakhalin concessions, the delimiting of frontiers, and commerce, 

itis the opinion of this Government that such a rapprochement would 

not bring to Japan or to the Soviet Union material advantages of a 

substantial and lasting character but would only have a psychological 

effect of an ephemeral character. 

There are certain fundamentals which exist today in the Far EKast- 

ern situation: 

7 Copies to the French and British Ambassadors on December 2 and 6, respec- 

tively, and by mail to the Embassies in the United Kingdom, France, and Japan 

on December 8. 
8 See telegram No. 626, November 27, 3 p. m., p. 83.
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(1) Japan has a deep-rooted mistrust of the Soviet Union, a mis- 
trust which has presumably been strengthened as a result of recent 
activities of the Soviet Union in Europe, and that mistrust will not 
be eliminated by the Soviet Union’s participation in a rapproche- 
ment ; 

(2) Japan is maintaining large forces in Manchuria and it is not believed that Japan would feel warranted in materially reducing the number ; 
(3) J apan is maintaining several hundred thousand troops in 

China south of the Great Wall; that number cannot be materially reduced so long as China continues to resist; there is no indication that Chinese resistance will end in the near future; and, even though the National Government were to capitulate (of which there is no indication), widespread guerrilla and bandit activities would con- tinue for a considerable period on a scale sufficient, to preclude mate- rial reduction of Japanese forces; 
| (4) Japan is pursuing a program of elimination of Western inter- ests in the Far East and will continue to pursue that program, re- gardless of whether a rapprochement with the Soviet Union takes place, as long as the following by J apan of that program appears to the Japanese feasible; and 

(5) Japan has in the past undertaken forward movements in ag- gression at those times when she felt that the movements could be : undertaken without becoming involved in war with a Western power; it does not seem probable that Japan will reverse that policy and take aggressive military action against the possessions in the Far East of 
Western powers until and unless J apan becomes convinced that the 
Allies will lose the present war; and : (6) It is difficult to conceive how it could be to the basic interests 
of the Soviet Union to contribute to the success of J apan’s Imperial- 
istic program in the Far East. For this reason, it is greatly doubted whether, should the Soviet Union, for instance, promise Japan to stop the sending of Soviet supplies to China, the Soviet Union would re- 
spect any such promise. 

It is the opinion of this Government that these fundamentals will 
continue to exist whether or not Japan effects a rapprochement with 
the Soviet Union. 

This Government has given consideration to the question of what 
concessions would have to be made to J apan to dissuade Japan from 
entering into close political relations with the Soviet Union should 
it be deemed that such a possibility was imminent. It is this Govern- 
ment’s opinion that in such an event Japan would require from one 
or more of the powers concerned recognition of the right of Japan 
to a free hand in portions of China, which would necessarily involve 
(1) the abandonment by those powers to a large degree of their rights 
and interests in China and (2) cessation of acts on the part of those 
powers which might be interpreted by Japan as lending support to 
the National Government of China. These concessions would, how- 
ever, if made, result, in our opinion, in serious injury to the prestige 

278040—55——7
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of the governments concerned among the peoples of the democratic | 

nations of the Western world and among the peoples of the Asiatic 

countries, would be of assistance to Japan in her policy of unlimited 

expansion, and would not eliminate the danger of Japan’s committing 

ageression against the possessions and position in Asia of Western 

nations. 

li is this Government’s view that we should not compromise in our 

principles or surrender any of our material interests in an attempt 

to dissuade Japan from reaching an accord with the Soviet Union. 

Japan is employing the idea of such an accord as a threat to wrest 

from the democracies concessions such as those outlined above. The 

fact that Japan is giving so much publicity to the question of the 

accord indicates that she is seriously feeling the effects of her present 

situation and is seriously perturbed. A yielding to Japan at the pres- 

ent time would render illusory the hope that the course of events 

would lead to a result which we have striven to bring about, namely, 

a realization on the part of Japan that she cannot with impunity dis- 

regard treaties and international law. Furthermore, if Japan is actu- 

ally intending to effect a rapprochement with the Soviet Union, it 

means that control of the Government is in the hands of extremists. 

In such circumstance it could reasonably be expected that an accord 

effected by the Government of the Soviet Union on the one hand and 

Japanese extremists on the other could endure only for a short period 

of time. 
In view of all the considerations outlined above, this Government 

continues to believe that the principles of policy to which 1t adheres 

in regard to the Far Eastern situation are fundamentally sound and 

that they should not be deviated from. This Government would of 

course view with sincere regret the taking of any step by the Jap- 

anese Government which would reflect a decision on the part of that 

Government to follow further courses of action and principles of 

policy antithetical to those which we are convinced furnish the only 

sound basis for healthy relations among nations. In determining 

upon courses of action, this Government is endeavoring to give the 

fullest possible consideration to all available information and to be 

fully considerate of the rights and interests of all countries concerned 

in the Far Eastern situation. We are proceeding and expect to pro- 

ceed with patience and caution. 

Addendum ® 

In addition to the six factors mentioned in the memorandum above, 

as communicated to the British and French Ambassadors, it would 

seem that a further factor might be regarded as fundamental : namely, 

that there is under present conditions little that either Japan or Rus- 

® Not included in memorandum to the French and British Ambassadors.
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sia could give or offer in the way of commercial or political conces- 

sions or assistance which would be of substantial benefit to the other 

party. 

761.9411/59a : Telegram 

The Acting Secretary of State to the Ambassador in Japan (Grew) 

Wasuineron, December 5, 1989—2 p. m. 

385. A press despatch under Tokyo date line December 4 to the 

New York Times states inter alia that “A non-aggression pact is not 

on the program for the settlement of Japanese-Soviet differences, 
Yakachiro Suma, Foreign Office spokesman, stated today in answer to 

questions by foreign correspondents.” 
Please investigate and telegraph as to accuracy of statement at- 

tributed to Suma. 
WELLES 

761.9411/60 : Telegram 

The Ambassador in Japan (Grew) to the Secretary of State 

Toxyo, December 6, 1939—7 p. m. | 
[Received December 6—9:09 a. m.] 

663. Department’s 385, December 5, 2 p.m. The Foreign Office 

today confirmed the accuracy of the statement attributed to Suma 

but emphasized that the statement presented only an objective fact 

and that no inference going beyond the text would be warranted. | 
| GREW 

761.9411/61 : Telegram 

The Ambassador in Japan (Grew) to the Secretary of State 

Toxyro, December 6, 1939—8 p. m. 
[Received December 6—10: 50 a. m.] 

664. Our 663, December 6, 7 p. m. 

1. The Director of the American Bureau during an informal and 

confidential discussion of Japan’s relations with the Soviet Union 

said that so far as he knew there were no negotiations of a political 

character taking place with that country, the negotiations dealing 

with a trade treaty and with demarcation of boundaries and other 

specific problems falling obviously into a different category. He was 

told by us that there is most reliable evidence that Japanese military 

officers are in touch with Soviet military officers and that although 

there has been no suggestion from any responsible quarter that a non- 

ageression treaty is being discussed indications are too definite to be 

ignored that some arrangement is being considered which the Japanese
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Army could conclude without reference to the Government: conserva- 
tive speculation suggested an agreement delimiting respective Japa- 
nese and Soviet strategic areas in China. Yoshizawa made the com- 
ment that he knows of no such conversations but that he is aware of a 
strong feeling in the General Staff that if the Soviet Government 
could be persuaded to withdraw support from China, the conclusion 
of the conflict in China would be hastened. However, he could say 
definitely that a treaty of non-aggression is not being discussed with 
the Soviet Government. 

2. There emerged from the ensuing conversation the following 
presentation of Japanese policy toward the Soviet Union: there is 
not being considered the possibility of concluding any special politi- 
cal arrangement with the Soviet Union prior to and in anticipation 
of any critical situation arising out of the termination of the com- 
mercial treaty with the United States.° The Japanese Government 
is well aware of the intense feeling against Russia which has exploded 
in the United States as a result of Soviet aggression against Finland ™ 
and has no intention of prejudicing the prospects of adjustment of 
relations with the United States by conclusively tying up with Russia. 
It, however, relations with the United States should progressively 
deteriorate and were optimism with regard to future developments 
aifecting those relations completely excluded, “Japan would be driven 
into a corner and would have to find some way of escape”. 

3. It is expected that the trade negotiations at Moscow will make 
rapid progress upon the arrival of Matsushima, formerly Director of 
the Commercial Bureau and newly appointed Minister to Sweden, 
who will proceed to his post by way of Moscow. 

GREW 

761.94/1184 | 

| Memorandum by the Under Secretary of State (Welles) of a 
Conversation With the British Ambassador (Lothian) 

| Wasurneron,| December 6, 1939. 

The British Ambassador called at my request this afternoon. I 
said to the Ambassador that I wished to have a conversation with him 
with regard to the questions which he had raised in an earlier conver- 

| sation concerning fundamental problems of Far Eastern policy and 
that, in order to simplify matters for both of us, I would give him in 
writing the views which this Government held in the matter with the 
request that he consider the document given him not as a memorandum 
but merely the substance of a conversation. The pages given him were 

” See pp. 558 ff., and Foreign Relations, Japan, 1931-1941, vol. II, pp. 189 ff. 
For text of treaty signed February 21, 1911, See Foreign Relations 1911, p. 315. 
on See vor I, section entitled “Concern of the United States Over Soviet Demands
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identical with those which I had given to the French Ambassador on 

December 2.” 
The Ambassador read the summary very attentively and then stated 

that his Government was very fearful that in the event that Japan 

believed that no adjustment could be had with the United States, Great 

Britain, and France concerning Japanese policy in China, Japan 

would be driven into the arms of the Soviet Union. In that event, 

the Ambassador said, it would not be the United States who would 

suffer, at least not at first, but rather Great Britain and France, who 

would be the object of retaliation of the most vigorous character on the 

part of Japan. ) | 

I said to the Ambassador that it would seem to me that there were 

many indications that Japan would make every reasonable effort to 

find a basis for adjustment with the United States as well as with the 

other western powers. I stated that information which this Govern- 

ment had from its Embassy in Tokyo made me believe that the Japa- 

nese Government was not undertaking any negotiations of a political 

character with the Soviet, although it might be possible that members 

of the Japanese Army were discussing questions of a political charac- 

ter with Soviet officers. The Ambassador immediately stated that he 

had just had a telegram from Sir Robert Craigie informing him that 

very highly placed and important Japanese officers were in fact 

engaged in such negotiations and that Sir Robert Craigie believed 

that the impression was rapidly increasing in Japan that no agree- 

ment of a character which Japan would possibly consider could be 

arrived at with the United States. To this I merely replied that the 

information which I possessed did not coincide with the information 

sent by Sir Robert Craigie and that, on the contrary, I believed that 

the conversations between the Japanese Foreign Minister and Mr. 

Grew ™ had been friendly and encouraging in character insofar as 

the discussion of the rights of the United States and its nationals in 

China were concerned. 
S[cumner] W[Etzs |] 

761.9411/62 : Telegram 

The Ambassador in Japan (Grew) to the Secretary of State 

| Toxyo, December 7, 1939—3 p. m. 
[Received December 7—8:55 a. m.] 

667. Our 663, December 6, 7 p. m. 

1. The Foreign Office last night informed the press that Dooman 

inquired of Yoshizawa with regard to the accuracy of the statement 

2 See footnote 7, p. 92. 
2 See telegram No. 656, December 4, 10 p. m., from the Ambassador in Japan, 

Foreign Relations, Japan, 1931-1941, vol. 1, p. 40.



98 FOREIGN RELATIONS, 1939, VOLUME III 

attributed to Suma by the correspondent of the Vew York Times to 
the effect that a treaty of nonaggression with the Soviet Union is not 
on Japan’s program, and that the statement had been confirmed by 
Yoshizawa. Speculative stories based on this release are the chief 
feature articles in all papers this morning. 

2. The fact that the Foreign Office profited by our inquiry to give 
public indication of its position on the important question of relations 
with the United States and the Soviet Union respectively is, we believe, 
a healthy sign. 

GREW 

761.94/1183 

Memorandum by the Secretary of State of a Conversation With the 
| British Ambassador (Lothian) 

[Wasuineton,] December 15, 1939. 

The Ambassador said that his Government was very much con- 
cerned about the Japanese and Far Eastern situation. He proceeded 
to say that Japan might make terms with Russia, or she might under 
the claim of retaliation in some way do injury to British interests and 
rights; and that it was felt by his Government that no opportunity 
should be overlooked to compose the situation in Asia, making terms 
with Japan. I replied that in my judgment this Government was not 
overlooking any of the phases of the situation. I stated that in the 
first place Japan might be a little slow to go in with Russia at a time 
when all the nations of the world except Germany were so embittered 
against her on account of the attack on Finland; that in the second 
place, while there is always a possibility that Japan and Russia might 
enter into a temporary alliance for each other’s mutual advantage in 
Kurope and Asia,—agreeing to a truce as to long-view differences— 
yet it is very doubtful if such temporary alliance will take place, al- 
though we should never overlook possibilities in such circumstances. 
I said further that this Government has by word and act striven in 
every possible way to induce Japan to agree to a reasonable settle- 
ment in the Far East and to adhere, as we have, to the basic policy of 
equality of industrial and commercial rights and opportunities, as 
well as nondiscrimination in every sense. Furthermore, we had main- 
tained and emphasized our contentions in a letter of this Government 
to the Government of Japan on December 30th last.2® 

In conclusion, I emphasized our view that Japan has no serious dis- 
position to enter into a settlement based on the fundamentals of 
American rights and interests in the Far East, but is intent only on 

* Note No. 1153 from the American Ambassador in J apan to the Japanese Min- 
ister for Foreign Affairs, Foreign Relations, Japan, 1931-1941, vol. 1, p. 820.
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a policy of “Manchukuoizing” China. I added that Japan is only 

willing to make a victor’s or strict Japanese peace, which 1s determined 

from the standpoint of the military group. Such a policy could not 

be considered by my Government, which could only maintain with 

strong emphasis the basic policies and principles for which it has 

contended from the beginning. 

The Ambassador did not press the matter any further. 
, C[orpett] H[ vx] 

%751.94/88 : Telegram 

The Secretary of State to the Ambassador in Japan (Grew) 

Wasuineron, December 20, 1939—9 p. m. 

407. The American Embassy at Paris has telegraphed ** summaries 

of telegrams addressed on November 30 and December 12 by the 

French Ambassador at Tokyo to the French Foreign Office and a tele- 

gram dated December 7 from the French Foreign Office to the French 

Ambassador which were given by Chauvel to Bullitt to read. Chauvel 

took occasion to say that in future he intended to communicate to this 

Government full information in regard to French relations with 

China and Japan. As the French Ambassador at Tokyo may have 

acquainted you with the contents of these telegrams the Department 

is not sending you a summary thereof. 

Chauvel in commenting expressed the view that there was no like- 

lihood at the moment of a Japanese-Russian non-aggression pact and 

he believed that the efforts of certain elements in the Japanese Foreign 

Office which had previously supported the Anti-Comintern Pact but 

were now advocating an agreement with the Soviet Union would be 

fruitless so long as conversations continue between you and Admiral 

Nomura. | 

The Department has instructed the Ambassador in Paris to inform 

Chauvel that the Grew-Nomura conversations seem likely to continue 

over an extended period. 
Hon 

761.94/1186 

Memorandum of Conversation, by the Under Secretary of State 
(Welles) 

[WasnHineron,| December 21, 1939. 

The French Ambassador called to see me this afternoon. After 

taking up the question of representation of French interests in Moscow 

6 See telegram No. 2967, December 13, 4 p. m., p. 769.
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should diplomatic relations between France and the Soviet Union be 
severed, the Ambassador talked in his usual desultory manner about 
the situation in the Far East and the general situation in Europe, 
reading me some telegrams which his Government had sent him on 
those subjects, none of them containing information of any particular 
sionificance. 

In so far as the Far Eastern situation was concerned, the French 
Government does not seem to have dispelled any of the concern earlier 
evinced with regard to the possibility of a Soviet-J apanese rapproche- 
ment, and the reports sent to his Government by the French Ambassa- 
dor in Tokyo were replete with prophecies that the present Japanese _ 
Government would soon fall unless the Government of the Unitea 
States agreed to negotiate a new commercial treaty with Japan. In 
the event that the Government of the United States did not take such 
action, the reports prophesied immediate understanding between 
Japan and the Soviet of a political character with resultant blockade 
and probable occupation of French Indochina, et cetera. 

Slumner] W[zxzzs] 

894.00/882 : Telegram 

Lhe Ambassador in France (Bullitt) to the Secretary of State 

Paris, December 21, 1939—7 p. m. 
[Received December 21—6: 44 p. m.] 

3021. Chauvel showed me today a telegram from the Counselor of 
Embassy in Shanghai in which the statement was made that the Abe 
Government of Japan was growing shakier daily; that Wang Ching- 
weil was making larger and larger demands which the J apanese Gov- 
ernment could not accept; that two officers of the Soviet Army had 
arrived in Nanking to negotiate with the officers of the J apanese 
Army. | 

Chauvel said that he was obliged to believe that the position of the 
Japanese Government had become most precarious. He sympathized 
personally with the point of view expressed by the Under Secretary 
in his conversation with the French Ambassador on December 2.27 
He would be most obliged if I could obtain for him the point of view 
of my Government with regard to future developments in case the 
Abe government should fall. He would be especially obliged if I 
could obtain for him an interpretation of the action of the J apanese 
Government in promising to open the Yangtze in the course of approxi- 
mately 2 months. He showed me a copy of an aide-mémoire which 

See memorandum prepared in the Department of State, and footnote 7, p. 92.
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had been handed to the British Embassy in Tokyo on this subject. 
He asked if this action of the Japanese had been produced by the 
conversations of Ambassador Grew with Admiral Nomura and if | 
so what further developments were expected. 

| Buuuitr 

894.00/882 : Telegram 

Lhe Secretary of State to the Ambassador in France (Bullitt) 

Wasuineton, December 23, 1989—1 p. m. 
1563. Your 3021, December 21, 7 p. m. It should be recalled that 

during recent years every Japanese cabinet has been subject to various 
and varying conflicting pressures resulting from developments of a 
particular moment as they affect Japan’s position both internally and 
externally. We realize that there is a possibility but we see no reason 
for considering it a probability that the Abe government may soon 
be forced out. If it falls, what would come thereafter would pre- 
sumably depend on what had preceded its fall. We are not greatly | 
perturbed over the thought that there might follow a stronger demand 
for or even a consummation of a rapprochement between J apan and 
the Soviet Union. 

With regard to the Japanese announcement of intention partially 
to open the Yangtze, subject apparently to many conditions, it is obvi- 
ous that this action is associated in the minds of the J apanese with the 
Grew-Nomura conversations. The announcement of this intention is 
not new. The featuring of this intention at this time and the way 
in which it has been handled in the Japanese press suggests that the 
strategy is one of bargaining and in regard not only to economic but 
to political relationships. We have received indications that the J ap- 
anese Government is devoting attention to several other matters, such 
as the Shanghai extra-Settlement roads question. It seems evident 
that the Japanese Government is at present showing a somewhat con- | 
cillatory attitude toward the United States and that its attitude to- 
ward France and Great Britain is less actively antagonistic than at 
certain periods in the comparatively recent past. In the Grew- 
Nomura conversations, our Ambassador is stressing fundamentals, is 
not laying down conditions, and is not bargaining. We are concerned 
especially with principles and practices of fair treatment on the basis 
of equality, without preferences and without discriminations. 

You may impart this information to Chauvel in your own words. 

Hout
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761.9315 Manchuria/200 : Telegram 

The Ambassador in the Soviet Union (Steinhardt) to the Secretary 
of State 

Moscow, December 27, 1939—9 p. m. 
[Received December 27—8: 15 p. m.] 

1141. My 915, November 20,10a.m. I understand that the Soviet- 
Japanese Mixed Commission which has been sitting at Chita for the 
purpose of establishing a definite boundary between Mongolia and 
Manchuria has reached an agreement on this question and that the 
commission will move to Harbin on January 7 and proceed to the 
physical demarcation of the frontier. 

STEINHARDT 

761.9315 Manchuria/203 : Telegram | 

| The Consul at Harbin (Merrell) to the Secretary of State 

Harpin, December 30, 1989—8 p. m. 

| [Received December 31—4 a. m.] 

32. My No. 31, December 28, 6 p. m.1* Kubota, the head of the 
Japanese delegation who has just returned from Chita, informs me 
that a hot discussion was held and no conclusions reached at the con- 
ference. He believes, however, that the Soviet and Mongol delegates 
are showing a conciliatory spirit and that there is a possibility of 

success in Harbin. 
Repeated to Chungking. Code text by air mail to Tokyo. 

[ Mrrrers | 

* Not printed.
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MOVEMENT: HAINAN AND THE SPRATLY ISLANDS? 

793.94/14683 : Telegram 

The Ambassador in Japan (Grew) to the Secretary of State 

Toxyo, February 10, 1939—5 p. m. 
[Received February 10—11:25 a. m.] 

83, It is officially announced that at 3 o’clock this morning the 

Japanese Navy and Army landed troops and occupied the Island of 

Hainan. A statement issued later by the Foreign Office spokesman 

says that the action does not violate the Franco-Japanese Agreement 

of 1907 2 but beyond declaring that the operations are for the purpose 

of exterminating the Chinese military forces on the Island * the state- 

ment contains no explanation relating to future policy in connection 

with the occupation. 
Although the Japanese have for some time been in possession of the 

‘Island of Waichow from which base the routes leading into China 

from Indo-China can be reached by aircraft without difficulty while 

traffic can be controlled in the Gulf of Tongking, the occupation of 

Hainan is of greater tactical and strategic importance in connection 

with the present conflict and, if converted into a well equipped naval 

and air base, this Island will dominate the whole coast of the main- 

land between Hong Kong and the southern tip of the Indo-China 

peninsula. Its holders can check all traffic into and out of Hanoi if 

a blockade were desired and possession of it by the Japanese would 

have a great effect on the matter of control of the South China Sea 

between the mainland and the Island of Luzon as well as limiting the 

sphere dominated by Singapore. 

A further possible consideration is the relation which the occupa- 

tion of Hainan may have on the Japanese southward advance policy. 

In examining the political aspects of the occupation of Hainan, 

this action while it may be an exaggeration to look upon it as a di- 

rect reply to the American, British and French notes of October and 

1See also Foreign Relations, Japan, 1931-1941, vol. 11, pp. 277 ff. 
2 See Foreign Relations, 1907, pt. 2, pp. 754 ff. 
® Wor the undeclared war between Japan and China, see pp. 124 ff. 
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November last,* can be considered as a perfectly sure indication of 
the indifference with which the Japanese regard the recent rumors of 
Anglo-American joint action against Japan. 
My French colleague has merely informed his Government of the 

announcement and will take no action unless instructed. 

| GREW 

793.94/14691 : Telegram . 

Lhe Ambassador in France (Bullitt) to the Secretary of State 

Paris, February 11, 1939—10 p. m. [a. m.?]. 
[Received February 11—11:55 a. m.] 

263. [Here follows report on press comment regarding Japanese 
occupation of Hainan Island. ] 

Last night a pessimistic view of the matter was expressed to us | 
hy Lagarde who, as Chief of the Levant Section of the Foreign Office, 
is closely in touch with the Mediterranean problem. Lagarde said 
that in his personal opinion the occupation of Hainan constitutes the 
most sinister sign of recent weeks. He interprets this move by the 
Japanese, who he believes are well informed as to the Berlin-Rome 
time-table, as one of the final steps preparatory to the precipitation 
of events by Mussolini. He said that the French Government would 
probably make a strong protest jointly with the British Government 
but that as France has weakened her naval forces in the Far East 
to strengthen her position in the Djibouti area she could not at this 
time hope to speak to Japan with any effect. 

BuLiirr 

793.94/14692 : Telegram 

Lhe Ambassador in France (Bullitt) to the Secretary of State 

Paris, February 11, 1939—2 p. m. 
[Received February 11—12:48 p. m.] 

264. We inquired this morning at the Foreign Office concerning the 
French reaction to the occupation of Hainan by a strong Japanese 
naval force. Hoppenot * informs us that the seizure came as a brutal 
surprise to the French who were given no advance notification nor have 
they since been informed by the Japanese of the reasons for the action. 
Hoppenot referred to the informal understanding of over a year ago 
between the French and the Japanese which contemplated a status guo 
in Hainan on condition that the French would not permit the ship- 

*For American representations on October 6, November 7 and 21, 19388, see 
Foreign Relations, Japan, 1931-1941, vol. 1, pp. 785, 794, and 808. 

“Italian Prime Minister. 
“Head of the European Section of the French Foreign Office,
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ment of munitions over the Indo-Chinese Railroad to China. Hop- 

penot maintains that the French have faithfully observed their 

obligation under the arrangement and that there has been no shipment 

of munitions to the Chinese of any importance via Indo-China during 

the intervening months. Under the circumstances the French obvi- 

ously regard the agreement with Japan concerning the transit of 

munitions across Indo-China as terminated.? He believes that the 

Japanese action was taken at this time principally to rekindle the 

waning enthusiasm in Japan for the continuance of the war in China. 

The fact that Germany and Italy received advance notification is dis- 

turbing to the French who are not sure what interpretation should be 

placed upon it. He said that the French Embassy in Tokyo is being 

instructed to submit an energetic protest and that similar action will 

be taken by the British. According to Hoppenot’s information the 

British situation is identic with that of the French in that the former 

have not been consulted in advance nor advised of the reasons for the 

Japanese action. Other than this diplomatic step, no other démarche 

is contemplated at the moment. Hoppenot said that effort was being 

made to obtain further details of the occupation but communication 

with the French Consul in Hainan had apparently been cut. 
BuLumiIrr 

%93.94/14690 : Telegram . 

The Chargé in China (Peck) to the Secretary of State 

CHUNGKING, February 12, 1939—noon. 
[Received February 12—11: 38 a. m.] 

98. Following is semi-official Central Daily News version of re- 

ported replies of General Chiang Kai Shek * to interrogatories of for- 

eign correspondents at Chungking on February 11 in regard to 

Japanese invasion of Hainan Island: 

“Question : What is the intention of the Japanese in effecting a land- 
ing of their troops at Hainan Island ? 

Answer: In order to applicate [evalwate?] the significance of the 

Japanese landing at Hainan Island and its repercussions, we should 

consider the question of the Pacific Ocean as whole. Hainan Island is 

an important strategical point between the Pacific Ocean and the 

Indian Ocean. Should the enemy occupy the Island, not only would 

communications between Hong Kong and Singapore and also between 

Singapore and Australia be interrupted, but also the security of the 

Philippine Islands and Indo-China would be threatened. This would 

be the beginning of Japan’s naval dominance on the Pacific Ocean. 

When the Island has come under Japanese control, the Japanese 

Navy would be able to make its influence felt in the Mediterranean 

7 See Foreign Relations, 1938, vol. m1, pp. 591 ff. 
® Chairman, Chinese Supreme National Defense Council.
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[South China?] Sea to cut the connection between the American and 
British naval bases in Singapore and Hawaii. Therefore the present 
Japanese movement at Hainan Island in reality is in the nature of a 
reply to the visit of the American warships to Singapore last year. 

Question: Why is it that the Japanese landing at Hainan Island 
is considered a prelude to Japan’s attempt at the control of the Pacific 

cean ? 
Answer: We all know that Japan has in mind three important stra- 

tegic points in the Pacific: Saghalien Island in the north, Hainan 
| Teland in the west and Guam in the east. With a view to her com- 

plete naval domination of the Pacific, she has been keeping a covetous 
eye on all of the three bases. Should all these fall into her hands, 
both Hawaii and the Philippines would be as good as Japanese occu- 
pied territory. Having got possession of one-half of Saghalien 
Island, Japan is now trying to occupy Hainan Island in the hope of 

| frustrating any possible concerted action that might be taken by the 
British and American Navies in the Pacific. If such a scheme goes 
on unchecked, Japan will next attempt to place herself in a position 
to control Guam. Eventually she would be able not only to hamper 
the westward movement of the American Fleet, but also to cut the 
line of communication with the Philippines. 

| For the furtherance of her southward expansion and the dominance 
of the Pacific, Japan for 30 years has been scheming to build a stra- 
tegic triangle out of the three Islands. In 1936, when she provoked 
the Pakhoi incident,’ her intention was to use this as a pretext to 
establish herself on Hainan Island. For fear of international com- 
plications she dared not go any further than this. Now Japan, re- 
gardloss of consequences, has invaded the Island. This move is the 
ast desperate military attempt at the conquest of China if it is not 

for the purpose of inciting a world war. After several decades of 
hesitation, what Japan is now doing is the most important event since 
the commencement of the Chinese-Japanese hostilities, but it is also 
the turning point in the history of the Pacific Ocean. Japan has thus 
revealed her inordinate ambition. I do not see how those countries 
which have vital interests in the Far East can watch with unconcern 
these dangerous developments. To the Japanese Navy Hainan 
Island is the first line of advance in the Pacific in the west as Guam 
Island is in the east. : 

Question: Where then is the second line of advance? Smiling, the 
Generalissimo said that the people in Europe would be able to answer 
the question and that particularly the Americans well know the 
answer. 

Question: To what extent would the Japanese occupation of Hainan 
Island affect peace in the Far East? 

Answer: The attempt of the Japanese to occupy Hainan Island 
on February 10 may be considered a counterpart of their occupation 
of Mukden on September 18, 1931.° In other words, by attacking 
the Island Japan has created another Mukden outrage in the Pacific. 
The effect from this is the same irrespective of the fact that one was 
committed on the land and the other in the sea. 

*See Foreign Relations, 1936, vol. 1v, pp. 281-299, passim. 
* See telegram No. 599, September 19, 1931, 2:30 a. m., from the Minister in 

China, Foreign Relations, Japan, 1931-1941, vol. 1, p. 1, and memorandum by 
the Minister in China, September 19, 1931, Foreign Relations, 1931, vol. m1, p. 10.
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It may be recalled that during the Mukden outrage all the states- 
men of the world with the exception of Colonel Henry L. Stimson, 
then American Secretary of State, failed to give it serious considera- 
tion. This enabled the Japanese to extend its scope of invasion con- 
tinuously. Eight years have passed, and during that period, Japan 
has created for herself a dominating position in the Orient and has 
hypnotized herself into the belief that she is able to conquer the world. 
Should she be permitted to hold Hainan Island following the invasion 
of it, I believe that in a short time the foundation for her planned new 
air and naval base will be laid. As a consequence the international 
situation in the Pacific would undergo a great change. Even if 
France should then wish to establish a naval base in Indo-China, and 
the United States of America should desire to defend Guam, I fear 
that they would not have the needed time for doing so. 

In making the present southward move Japan does not intend to use 
it for the termination of the Chinese-Japanese hostilities, but obvi- 
ously she has made up her mind to run the risk of sowing the seeds 
for a war in the Pacific. 

Question: What defensive measures has the Chinese Government 
taken in the Island ? 

| Answer: Because of her lack of naval forces China has not given 
much consideration to the defense of her coast line, but her land 
forces have made sufficient preparations and would do their utmost 
to prevent the enemy occupying the Island. As to the possible Japa- 
nese attack on Pakhoi, we have taken necessary precautionary meas- 
ures and are ready to offer strong resistance. AI] military observers 

| hold the same opinion that the enemy’s attack on Pakhoi would only 
lead to it being placed in a more disadvantageous position without 
compensating benefits in its war of aggression. . 

Question: What is the effect of the J apanese landing at Hainan 
Tsland on the Chinese-Japanese hostilities ¢ | 
Answer : No, it has little effect on our war of resistance. The issue 

will be fought out on land. The occupation of an island is incon- 
sequent[ial ].” 

The Chinese press on February 11 commented at length on these 

moves of Japan, professing to see therein an added threat to the posi- 

tion of Great Britain, France and the United States in the Far East 

and calling for positive action on the part of these Powers to check 

this activity. The Sao Tang Pao regards the invasion of Hainan 

as a step in Japan’s southward expansion policy while the Sin Hua Jth 

Pao believes it was undertaken with a desire to prepare a base for 

attacks on Kwangsi. The China Times says Japan’s move on Hainan 

has three motives being: (1) to control Tongking Bay and threaten 

communications between Hong Kong and Singapore and encircle the 
Philippines as a “prelude to a diplomatic backmail”; (2) to intim1- 
date France and force the latter to suspend transportation facilities 
through Indo-China to China; and (8) the hope of severing one of 

China’s international communication lines under the allusion [<lu-
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ston? that this will bring Japan one step nearer to scoring a speedy 
victory. | | 
Repeated to Peiping. | 

| | | PEcK 

793.94/14697 : Telegram 

Lhe Ambassador in Japan (Grew) to the Secretary of State 

Toxyo, February 14, 1939—noon. 
[Received February 14—3:17 a. m.] 

88. Acting under instructions from their respective Governments 
the French Ambassador yesterday and the British Ambassador 2 
today inquired orally of the Minister for Foreign Affairs ® as to the 
purpose, character and duration of the occupation by Japanese forces 
of Hainan. The Minister replied that the purpose of the occupation 
was to intensify the blockade of the South China coast, that the char- 
acter was military and that the duration would depend upon military 
considerations. | 

Arita added to Craigie that the occupation would not be permanent. 
GREW 

798.94/14710 : Telegram 

Lhe Consul General at Hong Kong (Southard) to the Secretary 
of State | 

Hone Kone, February 14, 1939. 
[ Received February 16—9: 30 a. m.] 

Following from Saigon. 

“February 13,4 p.m. Local press editorials of yesterday emphasize 
increasing uneasiness of the French here due to the occupation of 

| Hainan and possible threat to the commerce of French Indo-China 
and Kwangchow. Occupation described as step toward another 
forced Munich Agreement “ to the detriment of French prestige and 
interests in the Orient. Concerning reported instructions received by 
the Japanese Navy to refrain from all action which might strain 
French-Japanese relations, high Government officer stated to me today 
Japanese Government had assured French Ambassador [at] Tokyo 
last year that Hainan would not be occupied. Well informed opinions 
here are that strategic advantage gained by the Japanese might have 
been obviated had France made timely public declaration that such 

| would not be tolerated when it became evident following Japanese 

“Charles Arséne-Henry. 
*Sir Robert L. Craigie. 
* Hachiro Arita. 
“ See Foreign Relations, 1938, vol. 1, pp. 657 ff.
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attacks on Yunnanfu, Nanning and Pakhoi that objective of Japanese 
military authorities was to close commercial routes to Kwangsi and 
Yunnan. High Government officers emphasize necessity of material 
moral support of France and England by the United States to obviate 
further encroachment by Japan pending solution of conflict. Gov- 
ernor General of Straits Settlements flew from Saigon to Hue by 
French military airplane February 10 to confer with the Governor 
General of French Indo-China. Admiral in command French war | 
ships in the Orient now at Saigon. Information contained in the 
telegram from the Consul at Yunnanfu to the Department January _ 
93, 6 p. m.,% still unconfirmed. Press of yesterday reported Wang 
Ching-wei * at Dalat. Governor of Cochin-China could not confirm 
the report today.” 

Saigon requests that the Department furnish a confidential code 
which is considered necessary there. Relaying of this message has 
been delayed because no United States naval vessel is now in Hong 
Kong. 

Repeated to Chungking. | 
SoUTHARD 

793.94/14713a : Telegram | 

The Seeretary of State to the Ambassador in Japan (Grew) | 

Wasuineron, February 15, 1939—8 p. m. 

40. The Department desires that, unless you perceive substantial 
objection, you seek an early interview with the Minister for Foreign 
Affairs and make, as under instruction from your Government, an 
oral statement substantially as follows: | 

The Government of the United States has not failed to note the 
statements which the Japanese Government has from time to time 
made that Japan has no territorial ambitions in China. With refer- 
ence to the recent announcement of Japanese occupation of the Island 
of Hainan, attention is invited to the fact that there are substantial 
American missionary and educational interests and numerous Amert- 
can residents, chiefly missionaries, in the Island and that the 

| American Government maintains no consular representation in 
Hainan. In view of these circumstances and having in mind also 
the general question of the relationships among the powers, including 
the United States, which have important interests in and with refer- 
ence to the Pacific area, relationships which have formed the basis 
of various international agreements, the Government of the United 
States would be glad to be informed as to the intentions of the 
Japanese Government in connection with the occupation of Hainan. 

Hon 

® Not printed. 
% Recently deputy leader of the Kuomintang (Nationalist Party) at Chungking. 

278040—55——-8
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793.94/14715 : Telegram — 

The Ambassador in France (Bullitt) to the Secretary of State 

Paris, February 16, 1939—5 p. m. 
| | [Received February 16—4: 55 p. m.] 

800. The Foreign Office tells us that they “do not believe for a mo- 
ment” the Japanese assurances that the occupation of Hainan is 
merely a temporary measure taken for military reasons. Chauvel, 
Chief of the Far Eastern Division, said that if the primary purpose of 
the Japanese was to shut off foreign supplies from reaching China 
via the southwest coast this could have been accomplished much more 
effectively by seizing Pakhoi and pushing on to Nanning. He be- 
lieves that the occupation of Hainan is part of “Axis policy” and 
that the Japanese have no intention of abandoning their hold on the 
Island. | | 

The French Government, however, does not contemplate taking 
any further step at present and while placing no reliance in the 
Japanese assurances is at least glad to have them on the record for _ 
possible use in the future. 

Chauvel said that since the occupation of Hainan the French Gov- 
ernment had modified somewhat its instructions regarding the passage 
of supplies over the Indo-China Railway and that certain material 
which had hitherto been held up was now going forward.” | 

Chauvel said that upon hearing that a United States destroyer had 
left Hong Kong to investigate the situation of American missionaries 
in Hainan, the French had proposed to the British that they should 
each send a vessel as well, believing it helpful to show “the three 
flags” there at this particular time. No reply has yet been received 
from the British. 

Boiuitrr 

793.94/14721: Telegram 

The Ambassador in Japan (Grew) to the Secretary of State 

Toxyo, February 17, 1989—7 p. m. 
[Received February 17—7: 08 a. m.] 

95. Department’s 40, February 15, 8 p. m. Instructions carried 
out in an interview with the Minister for Foreign Affairs this after- 
noon.® 

The Minister said that the purpose of the occupation of Hainan 
Island is to strengthen the blockade of the South China coast and to 

See also pp. 736 ff. 
* For Ambassador Grew’s memorandum of February 17, see Foreign Relations, 

Japan, 1931-1941, vol. 1, p. 830.
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hasten the suppression of the Chiang Kai Shek “regime”. Arita re- 

peated the former statements of the Japanese Government that Japan 

has no territorial ambitions in China and added that the occupation 

“will not go beyond military necessity”. 
GREW 

%793.94/14737 : Telegram 

The Chargé in China (Peck) to the Secretary of State 

Cuuncxine, February 21, 1939—2 p. m. 
[Received February 21—11 a. m.] 

123. Reference Embassy’s telegram No. 98, February 12, noon. 

It is the Embassy’s observation that far from exhibiting general trep- 

idation over the Japanese invasion of Hainan, Chinese official circles 

are viewing the matter with a minimum of concern if not with a cer- 

tain amount of complacency. These impressions on the part of the 

Chinese may be ascribed to (1) a belief that the Japanese landing - 

on Hainan will have no material effect on the war on the mainland but 

will rather keep a certain number of Japanese troops occupied on the 

Island, and (2) a conviction that the Japanese invasion of Hainan is 

a diplomatic blunder which cannot but result in exacerbation of rela- 

tions between Japan and the United States, Great Britain and France. 

There appears to be no unanimity of opinion in Chungking in rela- 

tion to Japanese motives in occupying Hainan. One popular view is 

that it was the consummation of a step in the development of the 

Rome-Berlin-Tokyo Axis, another is that occupation was undertaken 

with a view to gaining an added bargaining point in future diplomatic 

negotiations, a third that it was executed with a view to bringing pres- 

sure on France and a fourth that the operations were undertaken to 

propitiate the Japanese Navy in its desire for expansion to the south. 

Repeated to Peiping for mailing of code text to Tokyo. 
PECK 

851G.014/8 : Telegram 

The Ambassador in Japan (Grew) to the Secretary of State 

Toxyo, March 31, 1939—4 p. m. 
[Received March 31—9: 45 a. m.] 

158. Our 157, March 30, 9 p. m.” 

1. The Japanese Government has just announced to the press that 

Spratley Islands, lying between Indo-China and the Philippine 

Islands, have been placed under the jurisdiction of the Governor of 

| Taiwan. This step appears to be tantamount to annexation. 

” Not printed.
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2. The French Ambassador was called to the Foreign Office this 
morning and informed of this step. | 

3. Announcements to the press by the spokesman of the Foreign 
Office that my British colleague and I were also to be summoned have 
been retracted and reissued with bewildering rapidity. It does not 
now appear that we are to be called. | 

4. Both Great Britain and France have claimed title to Spratley 
Islands but when Japan also laid claim the British withdrew in favor 
of the French while impressing on the French the importance of 
stoutly defending their title against the Japanese. The French Gov- 
ernment recently offered to arbitrate the case but the Japanese Gov- 
ernment refused, expressing intention to annex the Island on the basis 
of prior occupation by Japanese fishermen. My British colleague 
considers this a serious development because the Islands are of strategic 
importance as a post of observation of naval and aerial movements 
from Singapore. 

5. The report is current but not substantiated that the Paracel 
Islands are also about to be occupied by Japanese forces. 

Repeated to Hong Kong for Chungking. 
GREW 

851G.014/8 : Telegram 

Lhe Secretary of State to the Ambassador in Japan (Grew) 

_  Wasuineton, March 31, 1939—7 p. m. 

19. Your 158, March 31,4 p. m. | 
1. In the absence of the Japanese Ambassador in Habana, the 

Counselor called this morning on an officer of the Department to 
communicate under instructions from the Japanese Government 
information in regard to the Sinnan Islands.” 

2. He left a paper * which, in brief summary, contains information 
as follows: 

The Sinnan Islands comprise small coral reefs which roughly lie 
between 7 degrees and 12 degrees north latitude and 111 degrees 
and 117 degrees east longitude (the paper gave an exact statement 
of latitudes and longitudes). The Japanese names of the principal 
coral reefs of the Sinnan Islands are given, among which is included 
a group described as Spratly Islands. The Islands were “no State’s 
land” until 1921 when a Japanese phosphate company built perma- 
nent establishments for the development of the Islands with the full 
authorization of the Japanese Government which despatched a naval 
survey ship to the Islands in 1929. In 1981 the Japanese settlers were 
obliged to leave the Islands, but the work of development was resumed 

*® See memorandum by the Chief of the Division of Far Eastern Affairs, March 
31, Tpid Relations, Japan, 1931-1941, vol. 1, p. 277.
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in 1936 and has continued to date. In 1933 the French Government 

despatched a warship and publicly proclaimed acquisition of the 

Islands and sent a notification to that effect to the Japanese Govern- 

ment. The Japanese Government made friendly representations to 

the French Government to the effect that proclamation should be 

withdrawn and made it clear that it does not recognize the French 

claim to the Islands, and that it has taken all necessary measures to 

insure Japanese acquisition thereof. Japanese naval vessels were 

despatched to the Islands each year from 1935 to 1988. In 1937 the | 

French Government again claimed sovereignty of the Islands and in 

1938 despatched a merchant vessel to the Islands which landed mate- 

rials and men who commenced to build establishments. The Japanese 

authorities on the Islands demanded the withdrawal of the French and 

objected to the hoisting of the French flag and the landing of goods 

on the Islands. The concluding paragraph of the paper sets forth 

the Japanese Government’s position as follows: 

_ «(5) The Japanese Government, basing their action on the close 

connection that has existed between the Islands and the Japanese Emn- 

pire and on the right deriving therefrom under International Law, 

and motivated by their desire to avoid the possibility of further com- 

plications with the French Government, incidental to the hitherto 

vague administrative status of the Islands, have incorporated the 

Sinnan Islands in the territory under the jurisdiction of the Govern- 

ment-General of Formosa as of the 30th of March, 1939.” 

3 In connection with a map which the Counselor left with the 

paper, the observation was made to him that the Islands seemed to be 

quite near to the Philippines. In reply to an inquiry, the Counselor 

stated that the Islands were primarily useful because of the deposits 

of phosphate on them. The Counselor indicated, in response to an 

inquiry, that his Government was communicating the information con- 

tained in the paper informally for the information of the Department 

in view of the fact that on March 30 the Islands had been incorporated 

by action of the Japanese Government in the territory under the juris- 

diction of the Formosan Government-General. He was informed that 

the information would be studied by the Department.” 
Hoi 

851G.014/7 : Telegram 

The Ambassador in France (Bullitt) to the Secretary of State 

Paris, April 1, 1939—38 p. m. 

[Received April 1—12: 25 p. m.] 

613. We have inquired at the Foreign Office what information 

they have received regarding the Japanese “annexation” of Spratley 

2 A shorter account was sent to the Embassy in France as telegram No. 238, 

April 5, 5 p. m. (851G,.014/7).



114 FOREIGN RELATIONS, 1939, VOLUME II 

Islands. The Foreign Office received this morning a note cabled from 
Tokyo by the French Ambassador to whom it was delivered yesterday 
by the Japanese Government. The Japanese note was written in 
reply to a French note of early this year. The French note proposed 
the settlement of the long standing controversy over the ownership of 
the Islands by submission to arbitration. The Japanese note answers 
with the announcements that Japan has assumed jurisdiction over 
Spratley Islands on March 30, 1939. | 

Officials of the Far Eastern Division of the Foreign Office with 
whom we talked take a serious view of the matter. It is the first time 
the Japanese have formally occupied French territory. It is being 
discussed in Cabinet meeting this morning. They explain that by a 
decree of 1933 the Islands were declared a French possession comple- 
ment to Indo-China. The Japanese contested the French claim and 
the dispute has been carried on with a long exchange of notes each 
party basing its title to ownership on prior occupation. At present 

) the Islands are occupied by both Japanese coolies and fishermen and 
by French Annamite militia. Although the latter possess a wireless, 

| the Foreign Office does not yet know whether any further J apanese 
| occupation has accompanied the declaration of assuming jurisdiction. 

Our informants see in the Japanese move not only evidence of ill- 
will toward France but a two-fold purpose: 1, to place their claim on 
a parity juridically with the French “annexation”; 2, acquire the 
Islands for use as a seaplane and submarine base at a time when the 
other powers whose interests are vitally affected are powerless to 
prevent it. They point out that Japanese action was taken at a 
moment when France and Great Britain were faced with a most criti- 
cal situation in Europe. 

| Bouwurr 

851G.014/11 : Telegram 

The Ambassador in France (Bullitt) to the Secretary of State 

Parts, April 6, 1939—8 p. m. 
[Received April 6—7: 30 p. m.] 

662. Reference our 613, April 1, 3 p. m. Chauvel, Chief of the Far 
Kastern Division at the Foreign Office, showed us this afternoon a 

| cable sent April 3 to the French Ambassador at Tokyo containing the 
text of the note which he was instructed to deliver to the J apanese 
Government in reply to the Japanese note of March 30. 

The French note expresses surprise that the reply of the Japanese 
to the French proposal for arbitration concerning the Spratley Islands
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should be the announcement of Japanese annexation of the Islands. 

The French Government protests energetically against the Japanese 

action and declines to recognize that French rights have been affected 

in any way thereby. The French Government points out that the 

Japanese action is hardly in accord with the spirit of mutual recogni- 

tion of rights and interests as set out in the 1907 Treaty between 

Japan and France. The note closes by stating in effect that if this 

recent Japanese action is to be interpreted as an indication of the 

Japanese attitude towards France then the French Government will 

be compelled to reexamine the reasons which had led to the adoption 

in the past of its attitude toward Japan. | 

Chauvel said that one minor result of the Japanese action was that 

the French Government would decline henceforth to reply to any 

further communication from the Japanese Embassy alleging that the 

Yunnan Railway was being used to transport military supplies. The 

Japanese Government has continued to protest from time to time on 

this subject. Two or three days ago the Japanese Chargé d’Affaires 

delivered another note along this line. Chauvel will telephone him 

tomorrow or the next day and will state that the French Government 

is the sole judge of what use may be made of the railway, that it de- | 

clines to take under consideration any further communications on 

the subject or to make any reply to them. 

Chauvel stated that information from Japan indicated that the 

move to declare the annexation of the Island[s] by Japan had come 

not from the Admiralty but from the Foreign Office and that it might 

have been done in an effort to build up the waning prestige of Arita. 

There is no indication yet that the Japanese intend to occupy the 

Islands effectively and construct seaplane and submarine bases there. 
BULLirr 

851G.014/18 TO 

Memorandum of Conversation, by the Chief of the Division of Far 
Eastern Affairs (Hamilton) 

[Wasuineton,| April 11, 1939. 

The French Ambassador” called at his request. He said that 

several days ago he had mentioned to the Secretary the subject of the | 

Japanese action in reference to the Spratly Islands and that the Sec- 

retary had informed him that FE™ was studying the matter. The 

Ambassador then handed me the attached aide-mémoire * containing 

% Count de Saint-Quentin. 
* Division of Far Eastern Affairs. 
* Not printed.
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a record of the action taken by the French Government in regard to 
the claim by Japan of sovereignty over the Spratly Islands. I 
thanked the Ambassador for the information contained in the aide- 
méemoire. 

The Ambassador then inquired whether the Japanese Government 
had given us any information in regard to its action. I replied in 
the affirmative and said that the Japanese Embassy here had given us 
informally a statement setting forth the Japanese claim to the Islands 
I said that the Japanese, according to the information which they 
had given us, were claiming an area considerably larger than the area 
which the French claimed and that the Japanese referred to the 

_ Islands as the Sinnan Islands, among which there was included the 
Spratly group. . 

The Ambassador inquired whether we were going to take any action 
in the matter. I replied that we still had the matter under study. 

The Ambassador then asked what basis there would be for action 
on the part of the American Government in case the Japanese should 
take French Indochina or Hong Kong. When I replied that it seemed 
to me that the same considerations which would influence this Govern- 
ment in regard to forceful acquisition of territory in Europe would 
apply to the forceful acquisition of territory by Japan such as Hong 
Kong or French Indochina, the Ambassador raised the question 
whether there was any distinction between seizure by Japan of Hong 
Kong or French Indochina and seizure by Japan of the Spratly 
Islands. I replied that it seemed to me that there might be a distinc- 
tion in that there was no question as to British ownership of Hong 
Kong or as to French ownership of French Indochina, whereas there 
were two claims, a French claim and a Japanese claim, to ownership 
of the Spratly Islands. I said that of course I was not undertaking to 
pass on the merits of the respective claims; and that I did not have 
sufficient knowledge of the facts to place me in a position to do that 
even should I so desire. The Ambassador said that he realized that 
we were talking in purely an exploratory and speculative way. He 
pointed out that France had made an offer to J apan to arbitrate the 
question of ownership of the Islands; that Japan had replied by an- 
nouncing Japanese jurisdiction over the Islands; and that this type 
of forceful action was very unfortunate from the point of view of 
adherence to international law. I indicated agreement with this 
observation. 

M[axwety] M. H[amimron]
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851G.014/13 : Telegram 

The Ambassador in Japan (Grew) to the Secretary of State 

Toxyo, April 17, 1989—38 p. m. 
| [Received April 17—7: 08 a. m. | 

179. Our 167, April 6, 4 p. m.,?”7 Spratley Islands. The British 
Chargé d’A ffaires has just made available to me a copy of a note which 
he addressed on April 10 to the Minister for Foreign Affairs relating 
to the Japanese action concerning the Spratley Islands. The last 
paragraph is as follows: 

“IT am instructed to inform Your Excellency that His Majesty’s 
Government are unable to admit that the claim of the Japanese Gov- 
ernment has any legal foundation and that they deplore the procedure 
adopted by them in this matter as it can only complicate still further 

_ the situation in the Far East.” 
| GREW 

756D.94/28 : Telegram | 

The Ambassador in France (Bullitt) to the Secretary of Stute 

Toxyo, April 26, 1939—2 p. m 
[Received April 26—7:46 a. m.| 

202. Our 190, April 20, 8 p. m.”" 
1. The Secretary of the Netherlands Legation informs us that 

according to the Netherlands Consul at Shanghai now visiting in 
Japan the Netherlands Consul General at Shanghai received informa- 
tion from what he considered to be a reliable source to the effect that 
the Japanese Fleet had received orders to proceed “in the event of 
war in Europe” to the Netherlands East Indies under the guise of 
carrying out routine maneuvers following which certain demands 
would be presented to the Netherlands East Indies Government; but 
that the orders did not contemplate the immediate occupation of 
Netherlands territory. 

2. This statement differs in one important respect from the report 
brought to the Department by the Netherlands Minister,” namely, 
the contingency of war in Europe. 

3. Without knowing the source of the Netherlands Consul Gen- 
eral’s information, we are not in a position to weigh the accuracy of 
such information. However, in view of the secrecy which surrounds 
the movements of Japanese naval vessels, we are inclined to believe 
that his information is probably in the nature of a shrewd forecast 
of developments in the contingency of a European war. 

GREW 

* Not printed.
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793.94/15009 : Telegram 

The Ambassador in France (Bullitt) to the Secretary of State 

Paris, May 15, 1939—6 p. m. 
| [Received May 15—1: 25 p. m.] 

945. Leger ® said to me today that he was somewhat fearful that 
Japan might be thinking of some sort of aggressive action against 
French Indo-China. Six times in the last week Japanese airplanes 
had flown over portions of Indo-China and had dropped bombs. The 
Japanese Government had been informed that any Japanese plane 
flying over any portion of Indo-China in the future would be shot at 
immediately. Since this warning no Japanese planes had flown over 
French Indo-China. 

Boiirrr 

851G.014/17: Telegram 

The Secretary of State to the Chargé in Japan (Dooman) 

Wasuineton, May 19, 1989—4 p. m. 

- 183. Department’s instruction 1705, April 11, 1939.°° On May 17 
the Department addressed to the Japanese Ambassador a note in 
which reference was made to the memorandum left by Mr. Suma 
on March 31 and in which it was stated inter alia that the Govern- 
ment of the United States does not consider that all islands or reefs 
within the extensive area delimited in the Japanese memorandum 
could properly be treated as one island group or that the action of 
Japan in blanketing within the territory of Japan islands or reefs 
with respect to which the Japanese Government has heretofore exer- 
cised no acts which might properly be regarded as establishing a 
basis for claim to sovereignty has any international validity. 

Text of the note is being mailed. 
HuLn 

792.00/28 ; Telegram 

The Chargé in Thailand (Chapman) to the Secretary of State 

BanGKok, July 4, 1989—2 p, m. 
[Received July 4—8: 40 a. m.] 

23. There has been a surprising and unmistakable recent trend 
toward reversal of the oft repeated neutrality policy of the Siamese 

” Secretary General of the French Foreign Office. 
“Not printed; it transmitted copies of the two documents of March 31 

printed in Foreign Relations, Japan, 1931-1941, vol. u, pp. 277 and 278 
(851G.014/8). 

* Toid., p. 280.
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Government. A group of army and navy officers having strong pro- 
Japanese sympathies, who surround the Prime Minister, seem now to 
dominate the present policy of the Government. This group under- 
stands only arguments of force. Members of the Cabinet gravely 
fear that some rash commitment to Japan is imminent. I am con- 
vinced that departure from policy of strict neutrality by Siam in 
favor of Japan might be disastrous for Siam and would be inimical 
to American interests. The French and British Ministers are much 
concerned over the situation, they fully share the same views in re- 
lation to the interests of their own countries and they are in com- 
munication with their Governments accordingly. I earnestly and 
respectfully suggest that a useful purpose might be served if the 
Secretary were personally to inform the Siamese Minister substan- 
tially that great sympathy exists in the United States for demo- 
cratic governments and for the cautious role of Siam, that any de- 
parture therefrom would not fail to cause concern in the United 
States and that communication of these views to his Government by 
telegraph would be appreciated. . : 

CHAPMAN 

792.00/36 

Memorandum by the Assistant Secretary of State (Sayre) of a 
Conversation With the Thai Minister (Abhibal Rajamaitr) : 

[Wasuineron,] July 25, 1939. 

In pursuance of instructions from the Secretary, I made an 
appointment to see the Thai Minister at his summer cottage at Oster- 
ville, Massachusetts, telling him that I had to be in New England 
on other business but was anxious to talk over a personal matter 
with him. 

I reached Osterville at 5:43 p. m. on July twenty-fifth and took 
dinner with the Minister and spent the evening with him. As I 
know the Minister intimately, I allowed the visit to seem more of 
a social than an official one. 

After dinner I had a long talk with the Minister and told him 
that I had heard certain disquieting reports about the possibility of 
the Thai Government abandoning its traditional policy of detachment 
and strict neutrality and told him of my concern lest pressures 
emanating from Japan should become so strong that Thailand might 
become involved in the struggle now in progress between Japan and 
China. The substance of my remarks is set forth in the accompanying 
cable memorandum. 

In reply, the Thai Minister told me that so far as his advices are 
concerned he believed the reports to be ill-founded and without justi- 
fication. He told me in strict confidence that the Thai people funda-
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mentally mistrusted the Japanese. He went on to say that the 
Thai Cabinet, of which he was a former member, felt strongly that 
Thailand should continue its policy of strict neutrality. As an in- © 
stance of this policy, he told me, in the strictest confidence, that 

Thailand had been approached by Great Britain and I understood 

him to say that Great Britain had undertaken to defend Thai ports 
in return for a promise by Thailand to side with Great Britain in 
the event of war. This offer had been refused by his Government 

on the ground of its traditional policy of strict neutrality. 

As a matter of fact, however, I feel that the Thai Minister, being 

out of direct touch with what is currently going on in Bangkok, has 

no direct knowledge of the most recent developments and that his 

opinion, sincere as it is, is not therefore to be relied upon. 

At the close of our friendly and intimate conversation I read over 

to the Thai Minister a statement which I had prepared in the form 

of a cable in order succinctly to set forth the thoughts which I had 

expressed to him. He asked me to leave a copy of this statement 

with him and promised to send it to his Government by cable. A 

copy of this statement is attached herewith. 
F. B. S[ayre] 

[Enclosure] 

Draft Telegram 

Kalyan ® had long and friendly talk informally with me today not 
as American government official but as former adviser and friend 

of Thailand. He said in substance following: 

“T feel sure you are confident of my disinterestedness and genuine 
concern and affection for Thailand. I have been much concerned 
over recent disquieting rumors of possibility of Thailand’s aban- 
doning its traditional policy of strict neutrality toward powerful 
rival governments struggling for ascendency and yielding to insistent 
pressure for permitting use of Thailand facilities for assisting 
designs of Asiatic power. I sincerely hope reports untrue. Thai- 
land’s independence and welfare in past have been based largely on 
its steadfast policy of detachment and independent neutrality in 
rivalry between Great Britain and France. Today a struggle of even 
larger scope is in progress between two Asiatic powers with Kuropean 
powers vitally concerned in outcome. I feel keenly that independence 
and welfare of Thailand depend even more vitally than in past on 
its scrupulously maintaining a position of strict and impartial neu- 
trality in this pending struggle. Once this policy is sacrificed I fear 
Thai independence may be seriously threatened and Thailand lose 
its ancient heritage.” 

* Mr. Sayre.
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He hopes I will make his concern clear to Thailand Government and 
emphasize that he is prompted not by desire of officlous meddling 
but solely because of his affection for Thai people and his concern 
lest any other course lessen or impair the respect and sincere regard 
which American people hold for Thai people.* 

794.00/163 OO 

Memorandum by Mr. Laurence FE. Salisbury of the Division of Far 
Eastern Affairs * 

[Wasuineron,] November 29, 1939. 

[Here follows report on Japanese press references to renewed inter- 
est in Japanese expansion southward.| __ 

Japanese interest in military or economic expansion southward is 
not a new development. There are in Japan the school of continental 
expansion, largely centered in the army group, and the school of south- 
ward expansion, principally advocated in naval circles. The most 
recent concrete evidence of the policy of southward expansion was the 
announcement last spring by the Japanese Government of the incor- 
poration of the so-called “Spratly Islands”. The marked develop- 
ment in recent years of Japanese trading, fisheries and general eco- 
nomic exploitation activities in the Netherlands East Indies has been 
a source of serious concern to the Netherland authorities. | 
Forward movements on Japan’s part in the direction of expansion | 

have in the past been timed to coincide with occasions when the Euro- 
pean powers have been seriously involved nearer home. It can war- 
rantably be anticipated therefore that, as the European war progresses, 
Japanese thought will turn increasingly in the direction of the “South 
Seas” and that the likelihood of a forward movement in that direction 
by Japan would grow pari passu with British, French, and Netherland 
involvement in the West. : 

An important factor in the situation, however, is Japan’s uncer- 
tainty as to what the attitude of the United States would be in the face 
of fresh Japanese aggression in the “South Seas”. If at such time as 
Japan may seriously be considering a further advance southward the 

* The Chargé in Thailand, in his telegram No. 28, August 11, 11 a. m., reported 
the Thai Minister for Foreign Affairs had “issued emphatic denial [of] rumors 
of change in neutrality policy and reaffirming policy of equal friendship with 
all powers alike.” (792.00/32) 
“The Adviser on Political Relations (Hornbeck) attached comment, dated 

December 5, as follows: 
“Japan has staked her reputation on the adventure in China. She has spent 

a ‘whale of a lot’ of money and of blood on that venture. She is not likely to 
withdraw from it in order to start some other adventure. And, she is not likely 
to start another until she ends it—either with success or with failure.”
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United States has not already imposed stringent embargoes on exports 
to Japan, then it might be expected that Japan would be influenced 

in some degree toward inaction through fear that the United States 
might in retaliation impose embargoes.™ On the other hand, if prior 

to a fresh southward advance on Japan’s part the United States were 
to institute important restrictions on American-Japanese trade, Japan 
might be precipitated by American action into further aggression 

southward. It would seem, for example, that the imposing of an 
embargo on the export of oil from the United States to Japan might 
increase the temptation felt by Japan to seize the Netherlands East 
Indies where there are important sources of oil. However, even 
though Japan would unquestionably react strongly to an American 

embargo, she might be deterred from attacking the Netherlands 

Indies by a realization that, as indicated by the imposition by the 
United States of an embargo, American-Japanese relations were pro- 
gressively deteriorating and that as an outcome thereof a Japanese 

attack against the Netherlands Indies might carry the United States 

and Japan into war. 
In considering the question of the likelihood of Japanese aggression 

in the “South Seas”, it is to be recalled that in the past it has con- 
sistently been Japan’s policy to avoid armed conflict with any of the 
Western powers. It would seem, therefore, that such aggression 

would probably not occur (a) until and unless Japan becomes con- 
vinced that Great Britain and France will be defeated in the present 
war and (0) unless Japan is convinced that aggression will not cause 
the United States to adopt measures seriously impairing Japanese 

interests or unless Japan feels certain that aggression will not place 

the United States in such position that it will be eventually forced by 
circumstances to consider that armed conflict with Japan might be 
inevitable. 

The possibility that circumstances might so develop as to increase 
the likelihood of Japanese expansion southward raises the question 

whether the present policy of the United States toward Japan should 
be modified in any way. Present American policy in the Far East 
is the outgrowth of belief in a number of fundamental and traditional 
principles with particular reference at this time to the application — 
of those principles to the situation in China. It would, of course, 
be a matter for regret if adherence by the United States to the policy 

of continuing to support the principles to which this country is com- 
mitted should result in the taking by Japan of any forthright action 
which might adversely affect the interests of other powers, such as 
the effecting by Japan of a rapprochement with the Soviet Union or 
the seizure of the Netherlands East Indies. The possibilities of Japan 

*For additional correspondence on this subject, see pp. 475 ff.
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taking such action, however, would not seem to be sufficient warrant 
for the United States to compromise on matters of principle or to | 
abandon a policy which in its essentials is designed in the long run 
to demonstrate to Japan that that country cannot with impunity con- 
tinue to violate those principles for her own advantage and to the 
disadvantage of other powers. The question is a long-range question. 
The chief hope that the Government and people of the United States 

_ can entertain that the world will in general some day return to a sane 
and orderly procedure of international intercourse based on principles 
of justice and fair dealing between and among nations is that the for- 
eign policy of the United States, by adhering consistently and con- 
tinuously to the fundamental principles to which we are committed 
and in which we believe, can exert its influence to bring about a desired 
order out of the present international disorder. It follows, therefore, 
that surrender or compromise of those principles in any given case 
would act merely as the breaking of a link in a chain which must 
depend for its strength as a whole upon the strength of its individual 
component parts.



UNDECLARED WAR BETWEEN JAPAN AND CHINA 

POLITICAL AND MILITARY DEVELOPMENTS? 

893.00/14294 : Telegram 

The Chargé in China (Peck) to the Secretary of State 

| CHUNGKING, January 2, 1939—9 a. m. 
[Received January 2—8 a. m.] 

2. Semioflicial Central News in release dated January 1, midnight, 
stated that: | 

“Wang Ching Wei, Deputy Tsungtsai? of the Kuomintang, was 
expelled for life from the party and deprived of all his posts accord- 
ing to a decision reached at an emergency meeting of the standing 
committee of the Central Executive Committee of the Kuomintang 
held today. The decision was taken on the ground of Wang’s deser- 
tion of the important post entrusted to him and his betrayal of the 
public confidence placed in him amidst the critical period of the war 
of resistance and his issuance of a statement in Hong Kong on De- 

| cember 29 suing for peace with Japan on the basis of Premier Konoye’s 
declaration *—in conclusion the decision emphatically declared that 
the national policy shall be based on Generalissimo’s * speech of De- 
cember 26 * and urged the entire people to work in unison accordingly 
for the fulfillment of the mission of national liberation and recon- 
struction along the lines of Three People[’s] Principles.” | 

Repeated to Peiping and to Shanghai for Tokyo by mail. 
Prck 

893.01: Provisional/182 : Telegram 

The Counselor of Embassy in China (Lockhart) to the Secretary 
of State 

Perrine, January 10, 1939—8 p. m. 
[ Received January 11—7 a. m. | 

17. Following statement was issued here this afternoon at 5 o’clock 
by the “United Council of the Government of the Republic of China”. 

Continued from Foreign Relations, 1938, vol. 11, pp.1—441. 
* Leader. 
* For text of declaration by the Japanese Prime Minister, see Foreign Relations, 

Japan, 1931-1941, vol. 1, p. 482. 
* Chiang Kai-shek, leader (Director General) of the Kuomintang; Chairman, 

People’s Political Council. 
* For a report on this speech, see telegram No. 622, December 27, 1938, 10 a. m., 

from the Chargé in China, Foreign Relations, 1938, vol. m1, p. 436. 
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“There have been reports to the effect that the Kuomintang-Com- 
munist faction, which has barely maintained its existence by taking 
refuge in a remote corner of China, has concluded loan agreements 
with Great Britain and the United States for the purpose of obtaining 
military supplies. 7 
Having explicitly declared in its first manifesto that it would not 

recognize contracts of this kind, the Provisional Government of the 
Republic of. China has rigidly observed this principle since its found- 
ing a year ago and is still maintaining vigilance in this respect. _ 

The United Council of the Government of the Republic of China 
takes this occasion of reaffirming that it would never recognize [the 
validity ?] of the contracts of this kind concluded by the Kuomintang- 
Communist faction with whatever third parties. 

The termination of hostilities and restoration of peace between 
China and Japan as well as the campaign for driving out communism 
and bringing about the downfall of the Chiang Kai Shek regime are 
the firmly fixed aims of the people of East Asia and at the same time 
represent the main current of the public opinion in China since they 
are the things about which the people in this country are more con- 
cerned. | 

Great Britain and the United States of America are the two coun- 
tries which have for long been noted for their knowledge about the 
situation in China but this time we are unable to understand why these 
two countries should have failed to take the actual situation into 
their consideration. It is beyond our comprehension in that England 
and America should have concluded loans with the Kuomintang- 
Communist factions despite the miserable strait to which it has been 
driven with the possible consequence of unnecessarily prolonging the : 
hostilities in China. | 

England, America and other western countries may be still under 
the impression that the Kuomintang Government is the government 
of China and is recognized as such by the people of China. But the 
fact is that the Kuomintang Government has long since forfeited what 
confidence the people have placed in it by its maladministration for 
over 10 years in the past, while the participation of the Communists’ 
elements into it has made it impossible to command the respect and 
recognition of the people. Furthermore, Chiang Kai Shek, usurping 
power for many years, has been unable to understand the true welfare 
of East Asia and, by his selfishness and obstinacy, has plunged the 
country into irretrievable path. We simply can find no words to de- 
scribe the miserable state into which Chiang Kai Shek has thrown the 
country. 

The feeling of the majority of people in China is as described above 
and still England and America, failing to understand this new situa- 
tion, are trying to disregard the hopes of the entire Chinese people 
in seeking the favor of a few individuals. It is very likely that if this 
is the cause the people in China will come to regard the countries as 
cursed enemies for a long time to come. 

We desire solemnly to point out at this opportunity that the people 
of China would take no responsibility whatever in future for loans of 
this kind, that we are absolutely unable to recognize whatever con- 
cessions that the Chiang Kai Shek regime might have or may grant 
in exchange for the loans and that the United Council of the Govern- 

278040—55——9
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ment of the Republic of China would be compelled to take whatever 
step that may be deemed necessary against the movements of Com- 
munists that the Kuomintang-Communist faction may try to make as 
compensation for the grant of loans.” | 

Repeated to Chungking, by mail to Tokyo. 
| | | | Lock HART 

793.94/14603 : Telegram 7 , 

The Counselor of Embassy in China (Lockhart) to the Secretary 
of State - 

: Prine, January 12, 1939—[6] p. m. 
[Received January 12—4: 23 p. m.] 

95. 1. Following is a summary of comments made to an officer 
of the Embassy by Fukuoka, Domei correspondent from Tokyo, who 
has been making a tour of occupied areas including Canton, Hankow, 

| Shanghai, Peiping and who purports to have had numerous conver- 

sations with high Japanese military and civil officials at these places. 
2. The Yangtze will probably be opened soon to commercial navi- 

gation as far as Wuhu. The reason for its continued closure has not 
been a desire to monopolize all trade, which the Japanese know could 
not be accomplished, but to prevent foreign shipping and other firms 
from acquiring the bulk of the trade for themselves during a period 
when Japanese commercial vessels are commandeered for military 
purposes and are not available for purely commercial purposes. Even 
ihe reactionary Japanese military present policy of excluding foreign 

trade is unprofitable; what Japan has done there was to “export” a 
large number of Japanese civilians to places such as Nanking and now 
finds that it must export food and clothing to keep them alive; this 

| is not expanding Japanese trade and is not profitable. 

3. General Kita * is no longer strongly opposed to Doihara’s’? plan 

for a “federal” government headed by Wu Pei Fu® but the Japanese _ 
have come to realize that Wu is too old-fashioned to be of great use, 
his name means little to the people any more, and probably means 

nothing to the people in Central China. One reason why plans of 
this sort have not succeeded is because of disagreement among inter- 

ested Japanese. There is too much “spot psychology” among Jap- 

anese military leaders in China; i. e., the commander in Peiping insists 
on going his own way and does not always take kindly to advice from 

Tokyo. This is true in Hankow, Canton and Shanghai and prevents 

adoption of policies originated in Tokyo where the military and civil 

* Japanese Director of Asia Affairs Board, Peiping. 
7 Japanese General, formerly in charge of special missions in China. 
* Retired Chinese Marshal at Peiping.
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officials have achieved a fair amount of unity of purpose any Land? 

agreement as to ways and means. 

4, The restrictions against the British and French Concessions at 

Tientsin are evidence of this “spot psychology”. They are much more 

an expression of the wishes of the local Japanese military than of the 

Government in Tokyo which has tried to be conciliatory with foreign 

powers and will undoubtedly continue as much as it can a conciliatory 

policy now that the Home Minister Suetsugu has been eliminated from 

the Cabinet. | 

5. If Wang Ching Wei’s defection was “by connivance with Jap- 

anese” it would be most unwise for the Japanese to attempt to set him 

up as the head of a government in Nanking or elsewhere in the occu- 

pied areas. If Wang were to be of practical use in the cause of peace 

he should have been left in Chungking to influence his colleagues in 

the party and Government in that direction. In occupied territories 

| he would be merely a traitor and useless. The best thing for him to 

do now is to go abroad for a while. : 

6. Repeated to Chungking, Nanking, Shanghai. By mail to Tokyo. 
Lock HART 

793.94/14628 : Telegram 

The Chargé in China (Peck) to the Secretary of State 

| CHUNGKING, January 20, 1939—9 a. m. 
[Received January 20—7 a.m.] _ 

44. In conversations with foreign military observers the Embassy 

has been impressed with their feeling that the Chinese soldier can 

hardly be surpassed for heroic endurance of hardship and suffering, 

indifference to danger and loyal obedience to orders but that Chinese 

officers, especially those in the higher ranks, lack both enterprise and 

cooperative qualities. Such observers find deplorable absence of organ- 

‘zation and coordination even in the air service which at present has 

the most important duties to perform of any branch. On the other 

hand the newly arrived French Military Attaché has informed me 

that whereas the French authorities in Indo-China told him that the 

Chinese Government was in a chaotic condition bordering on anarchy 

he had been agreeably surprised to find them organized and operating 

efficiently. 

While he felt discouraged at the lack of [team ?] work in the Chinese 

military set up and, as do other Military Attachés, the strange reluc- 

tance of high Chinese military authorities to permit any foreign in- 

sight into their military operations and methods, he felt that the 

Chinese cause was by no means hopeless because of his conviction that
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the Japanese are beginning to feel exhaustion after their enormous 
efforts, and that while they are approaching within measurable dis- | 
tance of depletion of available man power Chinese human resources 
are practically unlimited. He had found Chinese soldiers as far as 
he had observed them well instructed and well equipped while ammu- 
nition appeared abundant for an indefinite period. 
Repeated to Peiping. | 

 Prcx 

893.00/14309 : Telegram 

The Chargé in China (Peck) to the Secretary of State 

| | Cuunexine, January 26, 1939—3 p. m. 
[Received January 27—7: 30 a. m.] 

53. The opening address by General Chiang Kai Shek at the in- 
augural session of the fifth plenary session of the Central Executive 
Committee was made public in Chungking on January 26. 
Declaring that “the primary mission at present is to recognize the 

object and the conditions of Japan and ourselves and to be firm in 
our resolution and in our confidence,” General Chiang reiterated his 
conviction that China must emerge victorious. He asserted that Japan 
would fail for the following reasons: 

(1) deviation from fixed program in continental policy ; 
(2) inability to achieve its aims of “conquest without war’, “speedy 

decisions through quick struggle” and “speedy conclusion of war 
through early compromise” ; | 

(8) failure of Japanese military strategy through ignorance of 
own situation, seeking victory through ingenuity and lack and isola- 
tion of military forces through deep penetration into China; 

(4) failure of political strategy in consequence of use of corrupt 
politicians in organization of puppet regimes, isolation of military 
forces resulting from contradictions in policy; and 

(5) failure to understand the history and the strength of the peo- 
ple of China and especially failure to recognize the special character- 
istics of the current age and of the development of the revolution in 
China. | 

General Chiang called for intensification of efforts in the struggle 
ahead, declaring “we certainly must not at this stage compromise 
or yield.” General Chiang emphasized “the development of inter- 
national conditions is undoubtedly toward maintenance of Justice 
and peace. The various democratic states are daily strengthening 
their preparations and determination to check aggression. We must 
follow this expanding road of justice and thoroughly carry out our 
policy of resistance to the end”. | |
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General Chiang went on to say that China must overcome Japan 
through use of national unity, development of agriculture, practice of 
economy, war time construction and carrying out of San Min Chui? 

General Chiang asserted that in the course of hostilities Japan has 
suffered about 700,000 casualties and incurred war expenditures 
amounting to yen 9 billion bringing in its wake poverty, dislocation 
of commerce and industry and social and political disorder. Japan 
he states had been forced to send twice as many troops to China as 
originally planned and Japanese casualties had exceeded 31 per cent 
of her aggregate fighting forces. | a 

General Chiang repeatedly declared that the Chinese nation had 
never been subdued and alluded to the fall of the Sung and Ming | 
dynasties as the collapse of one family and one dynasty. Referring to 
the present day national spirit General Chiang said “the National 
Government of today is a revolutionary government and a govern- 
ment of the people. This revolutionary government will fight for the 
welfare of the nation because that is the sole reason for its existence. 
We realize our duty and will not be intimidated. Our duty is to con- 
summate the revolution and carry out the Three People’s Principles 
in defiance of armed aggression. The resistance we have been put- 
ting up in a closely knitted and interrelated action sprung from the 
will, spirit and strength of the Government and the people”. 

Referring to the economic situation General Chiang declared that 
hostilities had not seriously impaired the financial structure of China 
because of China’s predominantly agricultural character. Saying 
there is no want because of good crops last year and the frugal nature 
of the people, he went on, “I am deeply convinced that wartime 
economy will not be much of a question”. 

In comments on Japanese diplomacy General Chiang said Japs had 
failed in attempting to appease Russia, in endeavoring to woo the 
friendship of the United States and in trying to avert the forming 
of a common front among the United States, Great Britain and 
France. In referring to world unrest, he alleged that the main sub- 
terranean trend was toward the maintenance of world faith and peace 
especially among the European and American democracies who were 
coping with the crisis with the greatest prudence. 

Repeated to Peiping. Peiping mail Tokyo. 
PECK 

°The Three People’s Principles of Sun Yat-sen.



130 FOREIGN RELATIONS, 1939, VOLUME III | 

793.94119/499 : Telegram 

The Counselor of Embassy in China (Lockhart) to the Secretary 
| of State — 

: PerPrne, January 31, 1939—5 p. m. 
| [Received January 31—1: 15 p. m.] 

60. Department’s [Z'mbassy’s] 56, January 28, 4 p. m.” 
1. A “Society for Peace and National Salvation” issued yesterday 

a manifesto signed by the leaders of the Provisional and Reformed 

Government asking Wu Pei Fu to head a peace movement. 
2. Wu Pei Fu received the press before noon today and made an 

oral statement of which the following is the gist: 

Because the people know I have always believed in peace, many, 
including my friends, have asked me to lead a peace movement. ‘There 
are three prerequisites to any successful effort to achieve a real peace: 
real force; a suitable place; and real political power. The place un- 
doubtedly is Peiping. There is no doubt I can show real force. There 
remains the question of real political power. I have heard that the 
Japanese Military Headquarters will return real political power to 
the Chinese. After this is done my aim in making peace and saving 
the country can be realized. 

3. There were no Japanese military officers present when Wu made 

his statement. Its wording indicates that his negotiations with the 
Japanese have not yet been concluded. For example he did not 
admit taking office and failure to be specific on that point lends color 
to reports from some of his followers that the Japanese have been 
attempting to force his hand by premature announcements of his 
agreement to their plans. This view is also supported by his naming 
Peiping for his headquarters instead of Kaifeng as mentioned in Jap- 
anese inspired press announcements, some of which have indicated 
that he would eventually move from [to?] Kaifeng to assume charge 

of a new regime there. 
4. The implications in the proposed establishment of the commis- 

sion at Kaifeng “outside the territorial jurisdiction of the Provisional 
and Reformed Governments” are not yet clear. Some observers con- 
sider it an effort at compromise to permit Wu’s emergence without 
weakening those two regimes whose leaders have until recently op- 
posed his emergence. The plan to pacify Honan and Hupeh by win- 
ning over guerrillas and Nationalist troops to the Peace Com- 
mission is regarded by others as a move designed to permit the Japa- 
nese to withdraw large military units from that area with a view to 
eventual withdrawal of most of their army from China if Wu should 
succeed. This opinion is based on Wu’s original demand of the Japa- 

7 Not printed.
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nese (paragraph 3, Embassy’s 634 [6847], November 17, 3 p. m.") that 
Japanese troops must be withdrawn before he would head a new 
“central” government. ae | 

5. Repeated to Chungking, Shanghai, Tokyo. | | 
, | - LockHart 

793.94/14657 : Telegram | 

The Ambassador in Japan (Grew) to the Secretary of State | 

Toxyo, January 31, 1939—midnight. 
| [Received January 31—9:05 a. m.]| 

62. At yesterday’s meeting of the Budget Committee of the Lower 
House the Minister of War was asked to comment on the opinion 
expressed by a private member that Japan’s plans for the development 
of China required that Japanese troops be stationed in China for a 
long period of time. Pertinent portions of the reply of the Minister 
are reported to have been as follows: 

“Troops may be stationed abroad for various reasons, such as for 
purposes of national defense, to maintain order or for strategic mili- 
tary operations. I am not at liberty to discuss at length the period 
over which troops will be maintained, methods, extent, and other 
such details, but I believe that you may take it that in general troops 
will be stationed in China for a substantially long period. Accord- 
ingly, the army is giving consideration to plans to meet the maintenance 
of troops on a semi-permanent basis [apparent omission] since the | 
issuance of the official statement of December 22, a rumor has been | 

| current that the army intends to withdraw the forces now in Central 
and South China. This is sheer propaganda. The army has no 
intention whatever of taking any such action.” | 

By air mail to Shanghai for repetition to Chungking. 
GREW 

793.94119/500 : Telegram 

The Chargé in China (Peck) to the Secretary of State 

CHUNGKING, February 1, 1939—9 a. m. 
[Received 10:15 a. m.] 

63. Reference Peiping’s 48, January 23, 4 p. m., 52, January 25, 
4 p.m. and [55,] January 27, 3 p.m.” 

Financial crisis. In conversation with Drumright * on the after- 
noon of January 31, Dr. T. T. Li of the Ministry of Foreign Affairs 
broached the subject of Wu Pei Fu. He stated that Wu has been 

™ Not printed. 
None printed. 

*% Hverett Francis Drumright, Second Secretary of Embassy.
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in touch with the National Government since the commencement of 

hostilities, that Wu sent a plea to the Nanking authorities as early 

as September 1937 to assist him in leaving Peiping, that certain 

unnamed Embassies were thereupon approached to aid in Wu’s de- 

parture from Peiping, that nothing concrete emerged in response to 

these démarches, that Wu has been under constant heavy pressure 

from his immediate subordinates and the Japanese to participate in 

the formation of a new regime in the north, that Wu has no desire to 

act in such a capacity, and that he has hitherto been able to parry 

| the demands and importunities addressed to him on various pretexts 

including the setting forth of counter-demands which he felt would 

not prove acceptable to the Japanese. Dr. Li stated that as late as a 

month ago he himself had seen a letter from Wu to the Generalissimo. 

After reciting the foregoing Dr. Li asked if the American Embassy 

could do anything to facilitate Wu’s departure from Peiping. Drum- 

right replied to Li in noncommittal terms, adding that it was his 

private opinion that even if it were in the power of the American 

Embassy to aid in Wu’s departure from North China it was not the 

policy of the American Government to intervene in a matter of this 

| sort. He informed Dr. Li, however, that the matter would be brought 

to the attention of his superior officer. | | | 

If reports from Peiping to the effect that Wu on January 31 told 

correspondents that he is proceeding to Kaifeng to head a Pacification 

Commission can be credited, it would appear that he has now com- . 

mitted himself to a policy of cooperating with the Japanese, and that 

consequently the problem of his departure from Peiping is no longer 

material. | a oe 
Repeated to Peiping. | , | 

| PEcK 

893.00/14314 : Telegram 

The Chargé in China (Peck) to the Secretary of State | 

CHUNGKING, February 1, 1939—2 p. m. 
[Received February 2—1: 30 p. m.] 

64. Embassy’s 51, January 26, 9 a. m., and other messages regard- 

ing Central Executive Committee meetings. 
Dr. T. T. Li of the Chinese Foreign Office stated to an officer of the 

Embassy on January 31 that in his personal opinion the recent session 

of the Central Executive Committee is the most important to have 
been held in recent years. In substantiation of this view he pointed 
out the large number of members present, the length of the session 

* Not printed. |
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and the importance of the resolutions adopted and added that to his 
knowledge the reports rendered by party leaders and government 
ministers were lengthy and met with searching inquiries and criti- 
cisms on the part of the members. He mentioned that Chiang Kai 
Shek presided at all save one of the meetings and that at one session 
Chiang addressed the assembly for 3 consecutive hours. Dr. T. T. Li 
declared that a strong spirit of harmony pervaded the meetings and 
in this connection stated that the three cliques formerly existing in 
the Kuomintang have now disappeared as a result of the death of 
Hu Han Min and the departure of Wang Ching Wei, leaving Chiang 
Kai Shek, the third of triad, supreme. He alleged that there was no  _—- 
talk of peace at the meeting and that the atmosphere indicated rather 
a grim determination to proceed with hostilities at all costs. 

Dr. Li said he believed that the resolution for the establishment 
of a Supreme National Defense Council was the most important and 
significant of those voted at the session. Alluding to this new organ 
as a form of “War Council” composed of leading officials of the 
Kuomintang Government and army and presided over by the Gen- 
eralissimo, he said that it is designed to unify party governmental __ 
and military affairs for the more efficient prosecution of the war. He 
said that the new body would supplant the Central Political Council 
which had been inactive during the course of hostilities and that 
unlike a previous organization of similar designation which proved 
ineffective largely because Chiang Kai Shek ignored it the Supreme 
National Defense Council will hereafter serve as the active central 
organ for the coordination and control of all matters pertaining to 
the Government and the army. _ 

Referring to the resolution rejecting the admission of members of 
other parties into the Kuomintang, Dr. Li said it merely reflected a 
desire of that party to keep its rank and file “pure” in the same sense 
that the Democrats in the United States would refuse to accept Repub- 
licans as members and vice versa, and that it could in no sense be 
construed as a deflection from the policy of cooperation with the 
Chinese Communists and other political groups which he said would 
be continued. 

Dr. Li said that contrary to rumors circulating in Chungking he 
anticipated that no marked changes in government and party per- 
sonnel would result from the Central Executive Committee meetings. 
To his knowledge the only change made and not announced was the 
revival of the post of Secretary General of the Military Affairs 
Commission to which General Chang Chun will return. 

Repeated to Peiping. 
PEcK
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793.94119/501 : Telegram | 

The Counselor of Embassy in China (Lockhart) to the Secretary 
sof State 

| Pereine, February 1, 1989—3 p. m. 
oo | [Received 8:12 p. m.] 

62. Embassy’s 60, January 31, 5 p. m. oO 
1. A retired Chinese official and adherent [of] Wu Pei Fu with 

whom an officer of the Embassy has friendly personal relations called 

on the officer this morning. He said Wu had sent him to relate pri- 
vately what he had actually said yesterday to the press correspondents 

because the purport of his statement had been vitiated and his position 

grossly misinterpreted by the local press and by publication of a 

written statement attributed to him which he had not made nor ap- 

proved. (A translation of this statement will be transmitted in a 

separate telegram.) %® - 

2. The caller’s account of the oral statement coincided with that 

reported in the Embassy’s telegram under reference. He repudiated 

press reports that Wu had (a) definitely accepted office, (b) de- 

nounced Chiang Kai Shek, (¢c) proposed to fight National Govern- 

ment troops, and (d@) intended to suppress Chinese Communist troops. 

He said that the Marshal positively had not accepted any political 

or military office and did not intend to accept any such office unless 

or until the Japanese met his conditions particularly in respect to the 

withdrawal of their troops. Wu’s position on this question was that 

“the guest (the Japanese) cannot usurp the host’s (China) peace 

[place] as head of the host’s house” and he would not associate him- 

self with any Chinese Government that did not have full “political 

power”. If his conditions were met and he should head the projected 
pacification commission, his army would work to pacify Honan, 

Hupeh and other areas. By pacify he meant clearing the areas of 

bandits and not undertaking a campaign against Chinese troops. 

8. Incidentally he said that Wu had always been grateful for 

American and British friendship to China and had noted with pleas- 

ure the recent expression of that friendship in the form of the recent 

American and British credits. 

4, Repeated to Chungking, Shanghai, Tokyo. 
LocKHART 

* Telegram No. 63, February 1, 4 p. m., not printed. |
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793.94/14661 : Telegram | 

The Ambassador in Japan (Grew) to the Secretary of State 

- | Toxyo, February 1, 1939—5 p. m. 

[Received February 1—6: 40 a. m.] 

63. The following reply is reported to have been made yesterday 

by the Minister for Foreign Affairs at a meeting of the Budget Com- 

mittee of the Lower House answering a question put by a member 

with regard to the holding in Tokyo of an international conference to 

discuss the situation in China: 

“The holding in Tokyo of an international conference similar to 

those which at one time after the great war so frequently occurred will 

require very careful thought. The question definitely arises whether 

just solutions to problems can be found by delegates of a number of | 

countries with varying degrees of interests in the problems under 

discussion meeting in conference. That is, I think, made clear by the 

examples set by the conference held after the European war. So far 

as Japan is concerned, we believe that more fruitful results can be 

obtained by carrying on conversations individually with the other 

countries concerned than by attending an international conference. 

My personal feeling is, therefore, one of considerable doubt whether 

a conference held in Tokyo for the purpose of clarifying the situa- 

tion in the Far East would achieve that purpose”. 

Cipher text by air mail to Peiping for repetition to Chungking. 

| | GREW 

798.94/14666 : Telegram | | 

The Chargé in China (Peck) to the Secretary of State 

| a CuuncKine, February 2, 1939—9 a. m. 
[Received 1:30 p. m.] 

66. Embassy’s 60, January 30, noon. An official of the Chinese 

Foreign Office on February 1 confirmed to a member of the Embassy 

staff that Wang Ching Wei had been issued a passport at the specific 

instructions of General Chiang Kai Shek. He interpreted this action 

on the part of the Generalissimo (1) as an effort to maintain the 

friendly relations that have hitherto existed between the two leaders 

and (2) as a move to facilitate Wang Ching Wei’s departure for 

Europe in order to lessen the chances of the latter’s possible align- 

ment with the Japanese or Japanese sponsored regimes in China. 

This official expressed the view however that Wang Ching Wei would 

not participate in any Japanese movement for the formation of new 

governments in the occupied areas, 

%* Not printed. a ce ee eee
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Peng Shou Pei, Vice Minister of Communications and a former 
close adherent of Wang Ching Wei, has on two occasions told members 

of the Embassy that Wang positively has no intention of working 

with the Japanese or their puppet organizations. 

Repeated to Peiping. _ | | 
| Peck 

793.94/14665 : Telegram | : 

The Chargé in China (Peck) to the Secretary of State 

, Cuunexine, February 2, 1989—midnight. 

[Received February 2—1: 380 p. m.] 

68. Embassy’s 619, December 24, 3 p. m.” In a conversation on 

February 1, a German military adviser who has remained with the 

Generalissimo stated to a member of the Embassy that the Chinese 

Army is still undergoing reorganization and replenishment. This 

informant declared he believed that the Chinese Army is now pre- 
pared for at least another year of hostilities and expressed confidence 

that if supplied with war materials from abroad the Chinese could 
continue to wage war indefinitely. | 

| Referring to the question of possible Japanese military movements 

the informant said that while he is cognizant of rumors of an imminent 

Japanese push into Shensi, he believes the Japanese will first strike 

at Kwangsi for the following reasons: (1) the belief that a drive in 
the south will enable the Japanese Navy to fulfill its desire to partic- 

ipate in operations and that such an advance will be possible without 

undue foreign risk and (2) the belief that a drive on Sian and toward 
_ Chengtu would amount to the “turning of the back” of the Japanese 

Army to Soviet Russia, a position in which he feels that the Japanese 
Army would be reluctant to place itself owing to the parlous state 

of Japanese-Russian relations and the shifting international situation. 
The informant stated that Russian military advisers in China now 

number about 200 and that they are serving in various advisory capaci- 
ties with the Chinese Army. 

Repeated to Peiping. 

PEcK 

“Foreign Relations, 1938, vol. 1, p. 434.
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893.00/143841 

The Chargé in China (Peck) to the Secretary of State™* 

[Extracts] . 

No. 1918 Pererna, February 6, 1939. 

| a _ [Received March 1.] 

Sim: I have the honor to refer to the Embassy’s despatch No. 1541, 

February 7, 1938,1° reviewing significant developments in China dur- 
ing 1937, and to submit a review for 1988. , 

Paradoxically, 1938 was a year of disappointment to the Japanese 

notwithstanding far-reaching military successes. It was a year of 

widespread, heavy and costly fighting for which they had not orig- 

inally planned. Because the fall of Nanking (December 13, 1937) did 

not, as they expected, result in collapse of Chinese military and politi- 

cal resistance, circumstances impelled them to attempt to (1) drive 

on to Hankow, (2) capture Canton and cut the main channel of Chi- 

nese supplies, and (3) cut the channel of supplies from Soviet Russia 

through Sinkiang and Shensi. The Hankow campaign succeeded 

only after uncalculated delays and tremendous cost; while the Canton 

campaign was executed at negligible cost and deprived the Chinese of 

their main supply channel, it did not bring the-Hanltow-Canton Rail- 

way under Japanese control; and the attempt to penetrate Shensi did 

not succeed. Nor did the fall of Hankow achieve the objective of 

smashing the Chinese armies and bringing about Chinese military and 

political collapse. | 

Japanese economic and political plans failed to keep pace with mili- 

tary successes. ‘The Chinese Government did not sue for peace. Pup- 

pet regimes set up by the Japanese failed to exercise authority beyond 

places under military control; they lacked suitable Chinese personnel, | 

and establishment of a “central” government was not consummated. 

Grandiose economic schemes remained in general in embryonic state, 

partly because Japanese territorial control was restricted, and partly 

because of lack of finances. Japan’s relations with the United States, 

Great Britain and France deteriorated because of continuing Japa- 

nese interference with the interests of these powers, relations with 

Soviet Russia worsened, and some observers predicted that interna- 

tional complications might become Japan’s most serious problem. 

From this point of view Japan was like a man riding a tiger and 

unable to dismount; her military successes were like a snowball rolling 

downhill and gathering more difficulties the farther it rolled. State- 

ments by Japanese spokesmen at the end of the year that “Japan is 

fighting for her very existence” carried a new note of sincerity. 

% This report was drafted by George Atcheson, Jr., Second Secretary of 
Embassy. 

% Not printed.
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On the other hand, although Chinese long-range defense plans as- 
sumed that Japan would occupy most of North China, the coast ports 
and the Yangtze Valley to Hankow, developments in 1938 left the 
National Government with tangible resources insufficient for much 
more than six or eight months, with sources of supplies greatly cur- 
tailed, with great diminution of revenues, and with its political and 
military establishments everywhere subject to aerial attack, 

Military and political aspects of the Chinese guerrilla movement: 

Approximately 1,000,000 Chinese guerrillas (units of the 8th Route 
Army sent behind the Japanese lines, newly recruited units forming 
allied so-called Communist armies, and reorganized bands of defeated 
Chinese soldiers) carried on during 1938 sporadic mobile warfare, 
harassed Japanese lines of communications and isolated garrisons, 
and operated politically among the peasant population. They en- 
gaged in hundreds of skirmishes over widespread areas (the Japanese 
made three major drives in Shansi and at the end of the year were 
retaking towns which they had twice before captured from guerrillas 
and regulars) ; they operated within a few miles of Japanese military 
bases such as Shanghai, Wuhu, Nanking and Peiping, attacked Hang- 
chow, entered Tsinan, Chefoo, Paoting, Paotou; they made innumera- 
ble attacks upon Japanese-controlled railways which resulted in tem- 
porary disruption of services. Although they were in many ways 
ineffective (that is, they avoided large battles as a matter of military 
policy and did not hold towns against strong attack and failed to 
destroy railways), their methods of warfare put a great strain upon 
Japanese lines of communication, railway guards and scattered gar- 
risons, and generally prevented the Japanese from consolidating their 
positions over a vast territory. Their ineffectiveness was due chiefly 
to lack of ammunition and explosives, lack of training and, probably, 
the characteristic Chinese lack of will to attack as contrasted with 
the highly developed Chinese will to resist. | 

The final measure of the guerrilla movement as a political force lay, 
at the close of the year, still in the future. Some observers believed 
that it would die gradually or be eventually “liquidated” by the 
Japanese. Others considered that it would not only expand mili- 
tarily but would develop such widespread popular support as to 
render ineffective Japanese military conquest and defeat Japanese 
political ends. (The term “Communist” as applied to the 8th Route 
Army and allied units was a misnomer and was the strongest enemy 
of the movement among the Chinese middle class, although actually 
the Chinese Communist Party’s program was not communistic in 
the Marxian sense, the principle of class struggle for which there 
is practically no foundation in democratic China was abandoned in
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1987, and the main feature of leftist socialism was agrarian reform 

not differing greatly from the Kuomintang plan.) Among the 

poorer classes, Japanese actions contributed to the growth of the 

movement. Japanese atrocities on the non-combatant civil popula- 

tion (bombings, burning of villages, rape of women and shooting of 

men and children) gained the guerrillas many recruits among sur- 

vivors. The ironic result was that the Japanese, professedly fight- 

ing so-called communism, were, to a limited extent, actually creating 

that which they were attempting to destroy. 

Respectfully yours, | For the Chargé d’Affaires a. 1.: | 
~ Frank P, Lockwarr 

a Counselor of Embassy 

793.94119/507 : Telegram | | 

The Counselor of Embassy in China (Lockhart) to the Secretary 

a of State 

| Prrerne, February 13, 1989—noon. 

| [Received February 18—6: 30 a. m.] 

79. 1. Fisher of The United Press has informed an officer of the 

Embassy that Wang Keh Min” made to him during a private inter- 

view the following remarks not for publication: | 

(a) China must continue fighting Japan because the longer China 
fights the better will be the peace terms; 

(b) there is at present in Japan no one man or group of men strong 

enough to stop the war and the same is true in China; 
(c) every one in Japan nevertheless wants a settlement of the hos- 

tilities but the Japanese idea is different from mine which is that we 

must retain the right to decide our own affairs; 
(d) it will be quite some time before a settlement occurs but I hope 

that one will ibe’ effected by the end of this year; 
(ce) during my 14 months in office things have not developed as 

I expected because the Japanese keep postponing the fulfillment of 

their promises to me; 
(f) the political situation in North China is not the key to any 

settlement but is a side issue which may aid in reaching a settlement; 

(g) the Japanese are just beginning to try to pacify the occupied 
areas district by district; 

(h) if a6 months’ effort at pacification succeeds it will complicate 
the situation and postpone a settlement because attainment of peace 

can come only through continuing Japanese failure and resultant 
increasing anxiety for peace; 

(i) I do not expect that the Japanese will meet with too much 
success in their efforts to pacify the interior ; 

2 Chairman, Executive Committee of the “Provisional Government” at Peiping.



140 FOREIGN RELATIONS, 1939, VOLUME III | | 

(7) originally Japanese plans for North and Central China were 
separate but now they are concentrating on stabilizing this area be- 
cause it is the most important to them. - Oo 

2. For publication Wang said: } | 
“The most important accomplishment of the Provisional Govern- 

ment in the past year is that there has been no additional loss or 
sulfering on the part of the people and my personal view is that the 
lot of the people has improved at least to some extent. A most en- | 
couraging factor is that my Government has been able to speak in 
behalf of the Chinese and make its voice heard and the Japanese are at 
least to some extent taking into consideration the Chinese point of 
view. I believe the majority of people in Japan and China want a 
settlement of the hostilities. We desire an honorable peace”. 

3. Wang’s stubbornness and argumentativeness in dealing with his 
Japanese masters has won him some respect and while he is not con- 
sidered a man of much ability and renders public lip service to the 
Japanese it is believed that he has striven to maintain the Chinese 
position. His statements in paragraph 1 appear to be characteristic 
of his attitude and of that of most of the puppet officials of the Provi- 
sional Government. | 

4, Repeated to Chungking. Code text by mail to Tokyo. 
LocKHART 

793.94/14702 : Telegram 

Lhe Counselor of Embassy in China (Lockhart) to the Secretary 
| of State 

Perrpine, February 14, 1939—3 p. m. 
[Received February 14—7 a. m.] 

83. Embassy’s 18, January 11, noon.” 
1. The Japanese claim to have cleared southwestern Shansi of guer- 

rillas and troops formerly under Yen Hsi Shan, but whether their oc- 
cupation will be permanent or only temporary as in the past remains 
tobeseen. Continuing attempts to cross the Yellow River from Feng- 
Iingtu, Shansi, to Tungkuan, Honan, have failed as have attempts to 
cross in Shensi from southwest Shansi near Yumenkou. There have 
been repeated artillery duels at the Tungkuan crossing and, according 
to reports from Chinese circles, that the defenders of Szechuan have 
been reinforced by heavy artillery and gunners from Soviet Russia. 
As part of their campaign to cut the route of Chinese supplies from 
Soviet Russia via Sinkiang and Shensi Japanese planes have been 
bombing Sian, Lanchow and other places. Air raids against Tung- 
kuan have reportedly been comparatively unsuccessful because of 
high range Russian antiaircraft guns there. 

“Not printed.
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2. While the Japanese have for several months kept East Hopei clear 
of guerrillas there appears to have been no diminution of guerrilla ac- 
tivities in South and Central Hopei and northern Honan. According 
to a foreign traveller, the Pinghan Railway from Chengchow, Honan, 
south to Kwangshui, Hupeh, (a distance of 110 miles) has been en- 
tirely removed by Chinese, the road bed ploughed into fields and the 
rails and sleepers used to extend the Lunghai westward. A foreigner 
coming recently from Paoting states that guerrilla attacks upon the 
south suburb of that city continue at night as do attacks upon the 
Pinghan Railway especially south of Paoting. He states that the 
Japanese troops at Paoting are clearing the western territory of 
Chinese, presumably to accommodate an increased garrison and to pre- 
pare for the projected establishment there of the puppet Hopei Pro- 
vincial Government. | 

3. There have been no attacks on the Peining Railway since January 
11 (Embassy’s 26, January 13, 9 a. m., and 23, January 12, noon. 
paragraph 4). | 

Repeated to Chungking. Text by mail to Tokyo. 
, LockHART 

893.00/14335 : Telegram 

The Chargé in China (Peck) to the Secretary of State — 

) Cuunexine, February 22, 1939—10 a. m. 
[ Received February 22—7 a. m.] 

127. Reference Embassy’s No. 96, February 11, 6 p. m.¥ and other 
telegrams on the same subject. 

The third session of the People’s Political Council adjourned Feb- 
ruary 21 after what is reported to have been the most harmonious 
session yet held. A digest of Chiang Kai Shek’s closing address will 
be telegraphed later.2** , 

According to information from a reliable source, perhaps the most 
significant conclusion to be drawn from the meetings is that an over- 
whelming decision was reached to realize the object of establishing a 
democratic form of government in China and conversely to reject the 
proposals of a small minority for the creation of a totalitarian re- 
gime. It is not unlikely that the Generalissimo played a major part 
in bringing about this decision. 

Repeated to Peiping. | 

Prck 

* Neither printed. 
* Not printed. _ 
™* Telegram No. 135, February 25, 10 a. m., from the Chargé in China, not 

printed. 

278040—55——10
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893.00/14336: Telegram | a 

The Chargé in China (Peck) to the Secretary of State 

Cuunexine, February 23, 1939—3 p. m. 

| | -[Received February 23—2: 02 p. m.] 

129. An American who recently passed through Chungking after 

spending 5 months at Liaohsien in southeastern Shansi related the 

following impressions to the local correspondent of the New York 

Times: 

He found the Chinese Communists in control in southeastern Shansi 

and the area garrisoned by the Eighth Route Army under Chu Teh 

and Peng Teh Huai. He received the impression that the area was 

well organized both in a political and military sense (the Japanese 

did not penetrate this district from the spring of 1938 to January, 

1939). He was particularly impressed with the type of soldier now ~ 

found in the Eighth Route Army, his spirit and discipline and ade- 

quacy of his military equipment. He observed that there was no 

shortage of essential arms and ammunition which are furnished. by 

the Chinese Government and not by Soviet Russia. He saw no Rus- 

sian at Liaohsien, headquarters [of] Chu Teh for several months. 

Informant stated that he left Liaohsien on January 27, evacuating 

the city in company with the Eighth Route Army and the entire pop- | 

ulation on the approach of a Japanese army unit from the north. 

He was informed later that the Japanese entered Liaohsien about | 

January 30 but withdrew northward after a brief occupation, meeting 

with strong flank attacks and suffering heavy losses from the Highth 

Route Army which brought up 8,000 reenforcements from, south | 

Shansi for counter-operations. He learned that General Wei Li 

Hwang, Central Government Commander for Shansi, is strongly 

standing in the area just north of the Yellow River and that Wei has 

won several noteworthy victories. He asserted that General Yen Hs 

Shan is still leading his provincial troops in southwestern Shansi and 

to be effective to some extent in harassing the Japanese from his 

mountain bases. - 

The American correspondent of the United Press at Chungking 

returned yesterday from a month’s trip to Sian and Yenan. He pro- 

fessed to perceive a marked lack of cooperation between the authori- 

ties of the National Government and the Chinese Communists in the 

northwest. He saw no Soviet Russians at Yenan, but observed one 

transport corps of 125 Russians at Sian. 

This correspondent obtained an interview with Mao Tse Tung at 

Yenan in which the latter is reported to have asserted that if the Na- 

tional Government does not take steps soon to adopt the measures so
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successfully carried out by the Communists in the organization of 

the Shansi, Chahar, and Hopei frontier government it will find it 

necessary to fall back to the Himalaya Mountains. 

Repeated to Peiping. | | 

| PEcK 

793.94119/509 : Telegram | 

The Counselor of Embassy in China (Lockhart) to the Secretary 

: a of State 

| Prrpine, February 24, 19389—2 p. m. 
[Received February 24—10: 30 a. m.] 

97. A responsible American educator well known to the Depart- 

ment *4 informed me yesterday that Wang Keh Min sent for him 

February 22 and informed him that General Kita returned from 

Tokyo a few days ago to which place he had gone (allegedly) to dis- 

cuss possible peace terms with Tokyo authorities. Kita informed 

Wang Keh Min, according to my informant, that the J apanese Gov- 

ernment now has a plan which contemplates that Wang Ching Wei 

shall proceed to Nanking and there establish a new Kuomintang 

Government; that North China will continue to have Japanese garri- 

sons and that this area will be reserved for economic development; 

that troops in South and Central China will be either completely re- 

moved or reduced as rapidly as possible; that before definitely ad- 

vancing the proposal to the Chinese the American and British Gov- 

ernments will be consulted and their approval sought; that the hope 

of success of the plan rests somewhat on the Japanese belief that 

Wang Ching Wei has not completely broken with Chiang Kai Shek 

and that the former might be the means of conciliating the latter. 

Kita predicts that about 2 months will be required before the plan 

can be developed to the point where it can be seriously advanced. If 

there is actually any warrant for the optimism apparently possessed 

by Kita, it was not made clear by my informant. The chief signifi- 

cance (if the information which Kita has given Wang Keh Min is 

correct) appears to be that the Japanese Government now seems will- 

ing to consult the American and British Governments and seek their 

approval for a plan to end hostilities. This appears to be wholly at 

variance with the attitude previously assumed by the Japanese Gov- 

ernment. | 

The above is submitted for what it may be worth. On inquiring of 
my informant whether he had any reason to suspect that Wang Keh 
Min had informed him of the above, at the instance of Kita, with a 

* J. Leighton Stuart, president of Yenching University, Peiping.



144 FOREIGN RELATIONS, 1939, VOLUME III 

view to its being brought to the attention of the Department as a 
preliminary move, he answered in the negative. 

| Repeated to Chungking, code text to Tokyo. 

| LockHART 

. 893.00/14340 : Telegram | 

The Chargé in China (Peck) to the Secretary of State 

: Cuunextne, March 1, 1939—10 a. m. 
[Received March 1—7 a. m.] 

144. Further reference to the Embassy’s 129, February 23, 1 [3] 
p. m., the Embassy now learns direct from John Foster, the American 
informant mentioned therein, that the number of regular and irregu- 
lar (guerrilla) troops in and under the control of the Eighth Route 
Army in North China at present totals about 320,000. The foregoing — 
figure excludes self-defense units which are to be found in almost every 
village of the Chinese occupied areas of Shansi and Hopei and whose 
sole function is to engage in the defense of the villages. Informant 
was unable to state proportions of regulars and irregulars but gave 
it as his opinion that the strength of the three regular divisions com- 
prising the Eighth Route Army has been greatly expanded from the 
reported pre-war strength of 15,000 men in each division. _ : 

The informant also related that a new border government modeled 
on that in the Wutai area is now in the process of being established 
by the Chinese Communists in southeastern Shansi, southwestern 
Hopei and northwestern Honan. 

Contrary to the view expressed in the penultimate paragraph of 
| Embassy’s 129, February 23, 1 [3] p. m., the informant was decidedly 

of the opinion that the Chinese Communists are exerting every means 
to preserve the United Front, that they have a feeling of great respect 
for the Generalissimo, that the main communist criticism is at present 
directed toward certain reputed fascist and peace elements in the 
Kuomintang, and that the propagation of communist political policy 
in North China is being subordinated to the mobilization of the 
populace and the fanning of the anti-Japanese spirit among them. 

Repeated to Peiping. 

PECK
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793.94/14770 : Telegram | 

Lhe Consul General at Hong Kong (Southard) to the Secretary 

of State | 

Hone Kone, March 3, 1939—10 a. m. 
| [Received 12:15 p. m.] , 

_ 1%. Following is a paraphrase of a message from the American 
Consul at Saigon: It is reliably reported that the French authorities 
in Indo-China have stationed troops fully equipped for active service 
at all points of strategic importance along the coast between Moncay 
and Haiphong due to the fact that two Japanese aircraft carriers and 
a number of other war vessels are understood to have been observed 
in close proximity to the territorial waters of French Indo-China near 
Moncay about February 18. | oo 

Reliable sources state that complete plans for dealing with an influx 
of refugees in the area adjacent to Langson and Caobang have been 
made by the frontier garrisons in the event of a Japanese offensive : 
into Kwangsi. The Indo-China-Kwangsi frontier will be closed only 
in the event that it becomes necessary to stop the entry of more refugees 
than can be dealt with under existing plans or to avoid friction and — 
possible clashes with the Japanese. 

The firm having the contract for building the bridges for the Nan- 
ning Railroad has withdrawn its European staff from China for an 
indefinite time. This action was taken because it was considered in- 
advisable to continue building bridges which might be bombed by the 
Japanese. 

Chinese Government representatives in Indo-China have been ad- 
vised confidentially and officially that all merchandise including muni- 
tions will be given unrestricted transit through Indo-China. Cheng 
Ming Pan, an official of the Central Trust, is the source of the fore- 
going statement. Previously Government General had advised this 
Consulate by telegram in reference to request for information regard- 
ing transit tax that in theory there is no transit tax on war material 
shipped through Indo-China for the Chinese Government but that 
in practice such shipments were forbidden. The information had 
been requested on behalf of shippers of trucks in transit. Report that 
Wang Ching Wei and Doihara were together at Tamdao has been 
confirmed, negotiations are said to have resulted negatively and Doi- 
hara has left Indo-China. Information regarding present where- 
abouts of Wang Ching Wei thus far unobtainable. Reliably informed 
that China National Aviation Corporation has been granted authority 
to establish Chungking—Hanoi service. 

Repeated to Chungking, Yunnanfu. 

SoUTHARD
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%793.94/14790 : Telegram . 

The Chargé in China (Peck) to the Secretary of State . 

Cuuncxine, March 8, 1939—10 a. m. 

| [Received March 8—6 a. m.] 

158. In a radio broadcast to the nation last night the Chinese 

Foreign Minister * spoke at length on the subject of the so-called “new 

order in East Asia”. In the course of his address Dr. Wang declared: 

“The so-called new order for East Asia is, in fact, merely another 

name for the destruction of China’s political independence and terri- 

torial integrity, complete domination of the Pacific by Japan, and the 

elimination of legitimate American and European interests inthe Far _ 

East. It is absolutely irreconcilable with the letter and spirit of the 

Nine Power Treaty concluded at Washington in 1922 ”° for the purpose 
of safeguarding the peace of the Pacific”. 

Saying that the Nine Power Treaty embodies the two great princi- 

ples of respect for China’s sovereignty and independence, and her 

territorial and administrative integrity, and the Open Door and equal | 

opportunity, Dr. Wang asserted : | 

«Japan is one of the signatories of this international treaty, but 

by her action in the northeastern provinces, and by her armed inva- 

sion of North, Central and South China, she has violated the first 

fundamental principle of this treaty. Similarly, by her economic 

activities in the northeast, in North and Central China, she has defi- 

nitely closed the Open Door to the detriment of the legitimate interests 
of third powers”. | 

Dr. Wang also stressed his belief in the importance of the Nine 
Power Treaty as the foundation of peace and stability in the Pacific 

area and added that disregard of this treaty and of the League Cove- 

nant 2’ and the Pact of Paris * had brought down on Japan the moral 

censure of the entire world. In this relation he expressed the hope 

that the day would not be far off when Japan would be confronted 
with actual reprisals by those powers whose interests she had been 

seeking to destroy. 
Repeated to Peiping for mailing Tokyo. 

| Prck 

* Wang Chung-hui. 
* Foreign Relations, 1922, vol. 1, p. 276. 
* Foreign Relations, The Paris Peace Conference, 1919, vol. x1, p. 69. 
* Foreign Relations, 1928, vol. 1, p. 153.
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894.34/237 : Telegram . 

— The Ambassador in Japan (Grew) to the Secretary of State 

Toxyo, March 8, 1939—7 p. m. 
| : [Received March 8—10: 22 a. m. | 

125. Subject, Japanese naval estimates. ee 
1. The fourth naval replenishment program presented to the Diet 

| on March 6 amounts to yen 1,674,142,000 and breaks down as follows: 
For warship construction yen 1,205,780,000; for perfection of marine 
and land equipment, which is assumed to be for naval bases and dock- 
yards yen 188,321,000; for expansion of air force yen 300,041,000. 
The total sum amounts to an increase of nearly 50% over the third 
replenishment program (to be extended from 1937 to 1942) which 
amounted to yen 1,166,708,971 and will be applied over a period of 
from 5 to 6 years beginning with the fiscal year 1939-40. a 

2. Further comparison with the third replenishment program re- 
veals that the fourth replenishment program provides for an increase 
of nearly 50% in warship construction; over 100% in naval bases and 
dockyards; and nearly 300% in the expansion of the Air Force. From 
the published figures it appears that no provision is made for refitting 
and modernization or for replenishment of naval stores; these items, 
it is assumed, will be taken care of under the third replenishment pro- 
gram which runs concurrently for 2 more years. a . 

3. It is of course idle to speculate upon what these figures mean in 
the field of actual construction of warships. However, assuming the 
costs per ton of construction to be roughly twice as great as the esti- 
mated figures for 1933 (which were given out at that time when the 
second replenishment program was under consideration by the Diet) 
the present budget figures would permit for example the construction 
of two battleships, four cruisers, two aircraft carriers, eight destroyers 
and submarines. It must be reemphasized that the foregoing pro- 
gram of construction is wholly speculative and illustrative in char- 
acter as Japanese naval plans are guarded with a secrecy remarkable 
in its effectiveness. | | 

4, It can however be stated with some confidence—and the follow- 
ing represents the consensus of the opinion of the Naval Attachés in 
Tokyo—that the fourth replenishment program would permit con- 
struction at least equal to, if not greater than, that possible under 
the third replenishment program. This takes into consideration the 
considerable increase in the costs of construction (materials and 
wages) since 1937. | 

5. The Naval Attaché concurs in the foregoing and requests that 
a copy of this telegram be furnished to the Navy Department. 

GREW
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793.94/14927 | | Oo 

The Consul General at Hankow (Josselyn) to the Chargé in China 
| | (Peck) 

No. 593 — | Hanxkow, March 9, 1939. 

Sir: As describing the environment in which Americans are living 
in Kiukiang, a town representative of the many in this district occu- 
pied by the Japanese armed forces, I have the honor to submit the 
following information supplementary to the telegrams sent in mid- 
February by vice consul John Davies, Jr. from the U.S. S. Oahu at 
Kiukiang. a | a , 

General Conditions: | 

Kiukiang was practically intact city when abandoned by the Chinese 
in July 1988. It had suffered only slightly from Japanese aerial 
bombing and Chinese demolition. The first Japanese men-of-war to 
appear off Kiukiang subjected the town to a senseless and wasteful 
shelling. ‘That accounted for a certain amount of destruction. With 
the arrival of Japanese troops and naval landing parties there began 
the thorough-going vandalism and looting which has continued to 
the present. 
‘Houses were broken into, articles of value pillaged and other objects 

smashed. An American resident of Kiukiang stated that the streets 
of the town, well known for its ceramics, were littered after Japanese 
occupation with broken china-ware. The loot was shipped down 
river in vessels which had discharged their cargoes of troops and 
military supplies. With the advent of autumn, the Japanese began 
demolishing houses to obtain wood for fires. This destruction was 
carried on indiscriminately so that in February large sections of the 
city were badly wrecked. | 

The native population, with the exception of a few thousand refu- 
gees who sought shelter in foreign missions, fled before the approach 
of the Japanese. Shortly after their arrival, the Japanese sought to 
evict the refugees and move them to a refugee zone established in the 
outskirts of the city. The night before the transfer was to be made, 
it was necessary for the American doctor at the Water of Life Hos- 
pital to post five men at the hospital well to prevent women refugees 
from committing suicide. 

The main part of the city was, when visited by Mr. Davies in Janu- 
ary and again in February, reserved for the Japanese. The only 
Chinese to be seen on the streets were a few hawkers with special 
passes and girls impressed as waitresses in six or eight drab little bars 
and cafes. Very few Japanese civilians were visible. The fronts of 

_ *Copy transmitted to the Department by the Consul General at Hankow in his 
Covering despatch No. 571, March 9; received April 26.
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most shops and homes not demolished were broken in and the buildings 
used as storehouses, garages or stables. Soldiers were seen warming 
themselves over fires built on the dirt floors of vacant houses and fed 
by furniture, torn-up floorboards and other structural parts of 
buildings. There was a heavy traffic of military trucks and staff cars. 
Sentries were posted at the entrance to billets and at important street 
corners. On the water front gangs of Chinese coolies under Japa- 

_ hese supervision unloaded military supplies from barges. Oil and 
other supplies were stacked high along the foreshore. | 

Relations Between Japanese and Natiwe Population: 

An upper middle class Chinese who had assumed an important 
position in the Japanese-inspired Kiukiang local regime confessed to 

| an American there that he bitterly regretted his association with the 
puppet government. He said that he had believed that he was align- 
ing himself with a permanent and stabilizing force. Association with 
the Japanese military and Army Special Service Section, he declared, 
had disabused him of those beliefs. “How can a dissolute organiza- 
tion like the Japanese army”, he asked, “be expected to hold. and 
govern 400 million people?” 

As an example of the experiences of thousands of Chinese in the 
country-side surrounding Kiukiang, there was described to Mr. Davies 
by an American the recent history of a village woman who had sought 
refuge in an American mission. In the autumn this woman lost two 
nephews, young peasants, who were machine-gunned and killed by | 
Japanese aircraft while crossing a small river by ferry boat. Then 
her son was taken away as a supply-bearer by a passing detachment of __ 
Japanese troops. Sometime later her home was burned by a Japanese 
punitive expedition. Finally, Japanese soldiers discovered one day 
the hiding place of her three nieces. Two of the young women suc- 
ceeded in reaching a nearby pond before being caught, and there com- 
mitted suicide through drowning. The third was caught but, because 
she resisted assault, was killed, disemboweled and her entrails strewn 

on the road. 
It is such manifestations of violent lechery and sadism on the part 

of Japanese soldiery, too often reported from reliable sources through- 
out the occupied areas of this district to be doubted more than in 
minor detail, that so dismays and horrifies the average Chinese. The 
not infrequent cases of several Japanese raping one woman are par- 
ticularly bestial in Chinese eyes. Their own irregulars and bandits 
are hated mostly for financial exactions and looting, the Japanese 
troops mostly for their treatment of Chinese women. 

The Japanese gendarmerie have in Kiukiang, as they have in Han- 
kow, exerted themselves to curb the excesses of Japanese troops. The 
behavior of Japanese soldiers in the city has been therefore somewhat
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less disorderly than in the country. In conversations with farmers 
several miles outside of Kiukiang, Mr. Davies was told that Japanese 

- troops calling at a village or farm house appropriated household 
articles that took their fancy and smashed other objects in sport. 
Farm products commandeered were sometimes paid for, more often 
not. Peasants carrying produce to Kiukiang for sale had so often 
been robbed by Japanese soldiers of either their commodities on the 
way to market or of their cash on the way home that many of them 
had abandoned any attempt to market their produce at Kiukiang. 

. Foraging parties calling at farm houses almost invariably demanded 
young women. | 

Punitive expeditions to a village suspected of having given aid to 
guerrillas follow the same saturnalian procedure on the Yangtze as on 
the Sungari: a certain part of the male population (depending upon 
the “guilt” of the village) is shot outright, the women are raped and 
some killed, the houses are burned. | | 

Japanese Military Mentality: | | 

Probably the most common question asked by Americans in this dis- 
trict concerning the new dispensation under which they are living is, 
“Why are the Japanese so savage in their behavior towards the com- 
mon Chinese people and so malevolently rude towards us?” An Ameri- 
can in Kiukiang asked Mr. Davies, “Why, for example, has the Army 
Special Service Section told its Chinese employees, as we have nat- 
urally learned, that it is permissible to beat a French citizen or even 
kill him; an American may be beaten but should not be killed?” 

An interpretation of the mentality of the Japanese military in China 
is essential to an understanding of the position of Americans in Kiu- 
kiang and other occupied towns. Being without a Japanese service 
officer, this office is not competent to examine this question in the detail 
which it deserves. The following brief observations may, however, 
serve as a thumb-nail sketch of the subject and complement what has 
been said in preceding paragraphs about the behavior of the Japanese 
armed forces. 

The Japanese military in China obviously have a conviction of 
divine mission. Primarily, this mission is, of course, the fulfillment of 
duty to the Emperor and the bringing of glory to the Empire through 
martial conquest. Secondarily, but of major importance in contribut- 
ing to a psychological conflict in the military, is the idealistic belief 
that the mission is also a crusade to liberate the Chinese people from 
the oppression of their own rulers. Opposition to the crusade is, by 
Japanese logic, to be expected from the Chinese Government and its 
armies and grateful gladness from the Chinese people. 

To the Japanese soldier the resistance from armed peasants, the 
flight of most of the population from him and the unmistakable re-
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sentment and fear of those whom he does succeed in “liberating” are 

a shocking rejection of his idealism. The psychological conflict is 

thereby precipitated, and is certainly not lessened by the continued 

insistence of official pronouncements on the theme of idealism. What 

critical faculties he may have been endowed with at birth having 

atrophied through non-use, the average Japanese soldier is unable to 

resolve this psychological conflict through revolt or decent cynicism. 

He benightedly vents the conflict in vengeful action against the people 

whom he believes have denied his chivalry. | 

The excessive forms which this vengeance takes need further inter- 

pretation. They are perhaps largely explained by the transition of 
the average Japanese soldier and officer in China from a, social system | 

in which the police and family dictated most phases of his behavior to 

a war situation in which there are no constant social checks. Never 

having been encouraged to appraise independently moral values, he is 

in China without apparent moral judgment. This moral infantilism, 

with all of its ramifications of primitive glorification of the sword 

fetish and blood-letting, and low regard for human sensibilities, espe- 

cially in respect of women, accounts in a large measure for the odious 
reputation of the Japanese army and navy forces in this district. 

The Position of Americans: 

Again taking Kiukiang as a town representative of those in this 

district occupied by the Japanese, it may be profitable to examine the 

position of Americans there. They were surrounded by and at the 

mercy of men who had not only been taught to despise and hate Ameri- 

cans but who also suffered from delusions of their own divine origin 

and divine mission, whose urge in dealing with occidentals was to over- 

compensate a subconscious feeling of inferiority and whose personal 

life was unfettered by the social control which in Japan once caused 
them to be regarded as a civilized beings. 

The one factor which prevented the Americans in Kiukiang, as 

elsewhere in occupied territory, from being subjected to a worse fate 

than the Chinese was Japan’s international policy. Abundant cir- 

cumstantial evidence suggests that the Japanese armed forces in this 
district have been held in check in their behavior towards Americans 
only by strict orders from the Japanese High Command to avoid inci- 
dents which might lead to complications in American-Japanese rela- 
tions. Americans have indicated their anxiety lest, in an interna- 
tional crisis, these orders be rescinded. 

In conclusion, it may be said that conditions in the smaller cities 
and towns of this district and the position of Americans in them can 
be fully appreciated only through first-hand observation. This office 
has, of course, since Japanese invasion of this district regularly re- 
ceived reports from trustworthy sources on the situation in the out-
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lying areas occupied by the Japanese armed forces. They have been 
accepted with a certain degree of reserve because, being confined by 

| Japanese restrictions to the intact and more or less orderly sections 
| of Hankow, the staff of this Consulate General has not had an oppor- 

tunity personally to observe the environment in which Americans out- 
side of Hankow are living. 

There are enclosed, as setting forth in further detail the position 
of Americans in Kiukiang, copies of the communications sent and 
received by Mr. Davies while at Kiukiang.” 

~ Respectfully yours, :  P.R. Josseryn 

793.94119/515 : Telegram 

The Chargé in China (Peck) to the Secretary of State 

CuuNGEING, March 28, 1939—11 a. m. 
~ [Received noon. | 

217. My 211, March 27, 11 a. m.** The Counsellor on March 27 
| confirmed to me that the French Embassy in Tokyo had transmitted 

the report of the intention of the Japanese Government to attempt 
peace negotiations at an early date. In regard to rumors of impend- 
ing peace negotiations the Minister of Economics told me it was 
reported that Konoye would be sent to China for this purpose and 
that he would also proceed to the United States to promote American 
understanding of the Japanese “new system” et cetera. The Chinese 
informant said that with present conditions he could see no possible 
hope for agreement to end the hostilities and said resistance would 
continue indefinitely with Chinese confidence of ultimate success based 
partly on the increasing difficulty Japan experiences in meeting the 
tremendous expense. He said, however, that while Chinese expendi- 
tures were only a fraction of Japanese, nevertheless, the sufferings of 
China as the invaded nation were appalling and in this respect Japan 
had the superior position. Moreover, China’s resistance is severely 
hampered by obstacles to the export of goods and the importation of 
munitions in which respects Japan is free. He was most anxious lest 
pending American neutrality legislation, as reported to the Chinese 
Government, should further assist Japan whose ships touch at Ameri- 
can ports to the disadvantage of China which has no such shipping. 
He earnestly hoped that nations sympathetic with China’s cause would 
delay no longer in applying some sort of economic pressure on Japan 
to procure the end of the hostilities. I thought it advisable to point 
out that while American sympathies were indubitably with China 
American popular sentiment is firmly against any action likely to 

* None printed. 
* Not printed.
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involve the United States in war and that in reading reports of pend- 
ing neutrality legislation he must remember that such enactments 
must receive popular approval. 

Repeated to Peiping and Shanghai. Peiping repeat to Tokyo. 
| PrEcK 

793.94/15020 — a | 

Memorandum Prepared in the Department of State ® 

[| WasHineton,] April 1, 1939. 

In the absence of any statement by the Chinese or the Japanese 7 
Governments of the reasons why those Governments respectively have 
not declared war in connection with the current China “incident”, any 
statement which may be made by anyone in answer to the question, 
“Why have China and/or Japan not declared war?”, can at best be 
only a statement of opinion. Such a statement, moreover, involves 
an exercise of judgment by its maker with regard to the animation 
and the motivation of the decisions and acts of human beings other 
than himself, and therefore involves excursion into a speculative field. 

It is believed that no one and single cause can safely be attributed. _ 
As a broad generality, it may perhaps safely be suggested that each | 
government has refrained from declaring war on the theory that by 
so doing it is best serving its country’s interest. 

| The question arises: Why should China have declared war? China 
did not launch hostilities against Japan; the hostilities were begun — 
by Japanese armed forces, in China, and they have been carried on 
by Japanese armed forces, against China, in China. As between 
Japan and China, if it were to be expected that either country would 
declare war, it would naturally be expected that the first declaration 
would be made by the Japanese. (Note: It appears that in the case 
of Italian-Ethiopian hostilities neither country declared war. At the 
end, however, of the hostilities, the Italian Government described 
what had taken place as having been “war”. In the Japanese- 
Chinese case, the Japanese have officially and persistently designated 
what is going on as the “China incident”.) | 
Had there been or were there to be a declaration of war either by 

Japan or by China, that part of the general body of international law 
which is known as the Law of War would immediately come into op- 
eration. This would immediately alter the general legal situation by 
making the parties to the conflict subject to the laws of belligerency 
and making the other nations (those which might elect to remain neu- 

*In response to an inquiry from the Chairman of the House Committee on 
Foreign Affairs (Bloom) as to why neither China nor Japan had declared war, 
the unsigned memorandum was prepared in the Department for informal and 
unofficial communication to Mr. Bloom. 7 :
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trals) subject to the laws of neutrality. It would seem that both the 
Japanese and the Chinese Governments have preferred thus far that 
this alteration of the situation not be brought about. Viewed from a 
distance, it would seem that, were that alteration brought about, the 
advantages flowing therefrom to Japan, a naval power, would be 
greater than the advantages to China, in so far as the conflict between 
those two countries is immediately involved. That consideration 
alone would perhaps account for China’s not having chosen to declare 
war. (Note: At the same time, it would seem that from point of view 
of Japan’s relations with other powers, there might arise, if the Law 
of War went into effect, disadvantages to Japan outweighing the pos- 
sible advantages; and there is warrant for a hypothesis that this possi- 
bility may have been of considerable weight among the factors which 
have caused Japan to refrain from declaring war.) 

As suggested above, more considerations than one enter into the 
making of such a decision. Among the many facts and factors which 
doubtless have been considered by the Chinese and the Japanese Gov- 
ernments mention may be made of the fact that there is in existence 
in the United States “neutrality” legislation. Had either the Chinese 
or the Japanese Government declared war, the President of the United 
States presumably would have felt obliged to issue the proclamation 

provided for in the Neutrality Act, and a series of effects would have 
followed. There is much difference of opinion on the subject of ad- 
vantages and disadvantages which would accrue to China and to 
Japan respectively from the going into operation of the provisions 

| of the United States neutrality legislation. It is problematical which 
of the two countries would gain more and which would lose more 
were that legislation put into “operation”. However, the Chinese, 
generally speaking, that is, both Chinese officialdom and the Chinese 
public, have clearly been of the opinion that China would be more 
adversely affected than would Japan. The Chinese, therefore, have 
not desired that the said legislation come into “operation”. That fact 
would be a factor among the various factors which would contribute 
to the disinclination of the Chinese Government to declare war. In 
Japan, it would appear, there has not been the unanimity of opinion 
that has been discernible in China on the subject of relative advan- 
tages and disadvantages which would flow from the coming into 
“operation” of the United States neutrality legislation. As a factor, 
among the many which have entered into the determining of their 

position on the subject of declaring war, the existence of the United 
States legislation has probably been of less weight in the case of Japan 
than in the case of China. Nevertheless, it may be that responsible and 
thoughtful Japanese officialdom has attached a good deal of impor- 
tance to the question: What indirect and once removed consequences,
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| in the field of further evolution of American public opinion and of 
action by the United States which might flow therefrom, might de- 
velop were a possible new sequence of events to be initiated by the 
coming into operation of the United States neutrality legislation ? 
How much an apprehensive foresight may have influenced their 
thought, it is impossible to estimate. 

It must be remembered that China and Japan have been in different 
positions because of and in regard to certain treaty obligations. 
China is a member of the League of Nations and Japan no longer is 
a member. The Chinese feel that provisions of the Nine Power 
Treaty are advantageous to China and the Japanese feel that pro- 
visions of that treaty are disadvantageous to Japan. In those con- 
texts and settings, the Chinese would probably feel themselves more 
inhibited against declaring war than would the Japanese. However, 
both countries are signatories of the Pact of Paris, and from point 
of view of the declaration and pledge contained in that pact, each 
country would presumably be reluctant to declare war. | 

%793.94119/516 : Telegram | 

The Counselor of Embassy in China (Lockhart) to the Secretary 
, of State 

Prreine, April 3, 1939—3 p. m. 
[Received April 4—5: 30 a. m.] 

167. 1. From a foreigner who has close associations with members 
of the Provisional Government and some contact with Japanese of- 
ficials, it is learned that responsible Chinese of the regime here, some 
of whom are said to be on good terms with Chiang Kai Shek, are 
being more firmly pressed by the Japanese than at any time previously 
to find some formula acceptable to Chungking as a basis for the con- 
clusion of peace. It is being intimated by the Japanese according 
to my informant that they would be prepared to go éven to the extent 
of withdrawing from all occupied territory in Central and South 
China on the sole condition of a definite plan for economic coopera- 
tion in North China, together with the retention of garrison troops 
in this area to protect Japanese citizens and investments. There is 
even talk that these conditions might well envisage the restoration of 
a Chiang Kai Shek government in North China with the Kuomintang 
again in authority. Whether these overtures if they can be so de- 
scribed come with any sanction from Tokyo is not known by my 
informant but they reflect a thought in certain circles. Among 
younger members of the group affiliated with the Peiping regime, 
however, there are many who dissent from the view that peace is
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desirable at this time, their view being that the longer the hostilities | 

continue the better are the chances for a Chinese victory, or at least 
a settlement far more favorable than any which could be obtained | 
at present. This group is deriving a great deal of satisfaction and 
encouragement from the American and British loans which they feel 
reflect the optimism of those two Governments on the ultimate out- 
come. =| ee | 

- 9, Certain well-known Chinese identified with the regime here 
having long since become aware of the futility of hoping to work 
independently of the Japanese in administering the affairs of the 
Provisional Government are in a discouraged frame of mind and 

apparently would welcome a concrete peace move from either side 
or preferably a bold stroke by a disinterested neutral. If the present 
unsatisfactory state of affairs from their point of view continues, 
some of them notably Wang Keh Min threaten to resign. Wang has 
made such threats before. | 

8. The drift of thought in regard to the foregoing is difficult to 
follow but there appears to be a rather well defined opinion among 
foreigners at least that the peace terms which Japan would be willing 
to accept would be far less onerous now than would have been the 
case a year ago. Nevertheless the circle which is directly concerned 
with running up peace weather vanes in North China is very small 
and generally uncommunicative which means that such information 
as is obtained from time to time usually comes second or third hand 
and often must be discounted. | 

Sent to Chungking, code text to Tokyo. Oo 
LocKHART 

798.94119/524a : Telegram . 

The Secretary of State to the Ambassador in Japan (Grew) 

Wasuineton, April 5, 1939—7 p. m. 

84. The Department has received information to the effect that 
the Japanese, alleged to be desirous, in the light of developments in 
Europe, of negotiating a settlement with the Chinese Government, 
have made an approach (perhaps through a go-between) to a promi- 
nent Chinese; that in the approach, liberal terms have been hinted 
at, Ugaki * has been mentioned as behind the move, as being influential 
offstage, and as being in position to come out to handle negotiations; 
and that the Chinese thus approached has replied that a Chinese and 
Japanese settlement can come only as a part of a general international 
settlement. 

*Gen. Kazushige Ugaki was Japanese Minister for Foreign Affairs, May-— 
September, 1938.
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It is assumed that the Embassy has received Chungking’s 211, March 
27, 11 a. m.,3* which Chungking indicates was mailed to you and 
which also mentions the subject of a possible early move by Japan 
to endeavor to negotiate a settlement with China. 

- Hoi 

--798.94119/523 : Telegram | | 

Lhe Counselor of Embassy in China (Lockhart) to the Secretary — 
of State 

Perrine, April 6, 1939—3 p. m. 
[Received 8:30 p. m.] 

174. Peiping’s 48, January 23, 4 p. m., 167, April 3, 3 p. m. and 168, 
April 3, 10 p.m.* According to Chinese sources who have good con- 
tacts with the “Provisional Government” there are reports current 
here that General Doihara has gone to Hong Kong or vicinity where 
he is secretly negotiating with representatives of Wang Ching Wei; 
that the Japanese have more or less given up hope of persuading Wu 

_ Pei Fu to accept office in their regimes and are making a determined 
effort to induce Wang Ching Wei to assume office as head of some sort 
of central government for the occupied areas; and that Wang Keh Min, 
who has hitherto opposed any plan to establish a new Federal Govern- 
ment under Wu Wei Fu or under anyone who would overshadow him, 
has now agreed or been persuaded to agree to the plan to place Wang 
Ching Wei at the head of a central government. These sources state 
that the Japanese are encouraged in their efforts by the report that 
Wang Ching Wei was greatly angered by the attempt to assassinate 
him which resulted in the death of his secretary and old friend, Tseng 
Chung Ming. 

The above information is reported for what it may be worth. I 
understood that the Japanese urgently desire to obtain the coopera- 
tion of Chinese in “pacifying” the occupied areas and in eliminating 
guerrillas and irregulars in order to induce a flow of products from 
those areas (such as cotton from North China) and to release troops 
for use elsewhere. It is reliably reported for example that approxi- 
mately two Japanese divisions have been engaged in the campaign 
against guerrillas in central and southern Hopei during the past 2 
months and that another large force has been stationed or operating 
in eastern Hopei for the same purpose. In these areas alone therefore 
it would appear that some 50,000 Japanese troops have been immobil- 

“Not printed. 
* Telegrams Nos. 48 and 168 not printed. 

278040—55——11
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ized by the presence and activities of guerrillas and irregulars and 

have thereby been prevented from reinforcing the Japanese forces on 

the so-called “fighting fronts”; if these troops and others immobilized 

elsewhere in the occupied areas in northern China were free to rein- 

force the Japanese forces in Honan and Shansi the Japanese High 
Command might be better prepared to undertake a campaign with the 
objective of severing the Chinese northwest line of communications 
through Sianfu and points west. ee 

Repeated to Chungking. Code text by air mail to Tokyo. 
| | LocKHART 

793.94119/525 : Telegram | 

: The Ambassador in Japan (Grew) to the Secretary of State — 

| ~ Toxyo, April 7, 1989—4 p. m. 
| [Received April 7—6: 35 a. m.] 

169. Department’s 84, April 5, 7 p. m., reported Japanese peace 

| approach and Chungking’s 211, March 27, 11 a. m.* | a 
1. Reaction is “negative” to discreet inquiries. One reliable Jap- 

anese informant stated that my British colleague was authoritatively 
told before his departure for Shanghai that he need not look for any 
J apanese overture toward peace. | | : 

| 2. The questions whether Japan will declare war against China in 
the event of a war in Europe and of her attitude toward Germany and 
Italy are being constantly watched by us and we are of the opinion 
that there would be no sound basis for making at this time a definitive 
estimate with respect to either question. Indications are growing 
stronger that it will be a specific objective of Japanese policy to avoid 
involvement in the European crisis and that as a European war would 
affect China’s international position no less than that of Japan, Japan 
will undertake no change in her China policy until the situation in 
Europe is crystallized. 

Repeated to Shanghai for Chungking. : 
| | GREW 

798.94119/527 : Telegram 

The Chargé in China (Peck) to the Secretary of State 

Cuunexine, April 8, 1939—10 a, m. 
| | [Received April 8—8: 10 a. m.]| 

247. Peiping’s 172, April 5,2 p.m.” Wang Ching Wei’s utterances 
of March 27 (of whose authenticity there exists no doubt locally), 

*QTatter not printed. 
*" Not printed.
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coupled with the publication of the Za Kung Pao article (even though 

its veracity is open to doubt) concerning his alleged machinations with 

the Japanese (Embassy’s 238, April 5, 10 a. m.*), will mean in the 

opinion of the Embassy the abandonment of efforts employed by the 

Chinese authorities since his departure from Chungking to obtain 

assurances that he will refrain from activities opposed to the continua- 

tion of resistance. It seems probable that the Chinese authorities will 

ignore his recent pronouncement on the ground that to refute his con- 

tentions (which are regarded in official quarters as anything but con- 

vincing) would lend undeserved importance to the matter and perhaps 

lead to further undignified and profitless controversy. . 

‘Wang’s future moves probably will have little influence on the 

policy of the National Government in relation to the continuance of 

hostilities which from all indications continues to be based on the 

Generalissimo’s statement of December 26” (Embassy’s despatch | 

number 122, January 24%). It is generally felt in Government cir- 

cles that Wang’s following is small and that his activities since his 

departure from Chungking have antagonized rather than endeared 
him to any vocal segment of the Chinese people. oe | 

There is, however, much speculation locally as to Wang’s future 

moves, the general feeling being that Wang will not at this time align 

himself with the existing puppet regimes nor participate with the 

Japanese in the formation of any new regime. a 

Repeated to Peiping, Peiping mail to Tokyo. oe 
| | _ Peck 

793.94119 /529:: Telegram . 

The Consul General at Hong Kong (Southard) to the Secretary 

| of State 

Hone Kone, April 9, 1989—1 p. m. 

| [Received April 10—6 a. m.] 

116. This office is reliably informed that there recently came to 

Hong Kong “to carry on secret peace negotiations with certain Chinese 

leaders” one Lee Soy, known also as S. Y. Leigh, who is said to be an 

official adviser to the Governor of Fukien Province. He endeavored 

to discuss the situation with T. V. Soong “ claiming to have an indirect 

message from General Ugaki. Soong says he refused to enter into a 

discussion although the Japanese have, in view of the European situa- 

tion, made various approaches to him suggesting liberal peace terms. 

® Not printed. a | 
® See telegram No. 622, December 27, 1938, 10 a. m., from the Chargé in China, 

Foreign Relations, 1938, vol. 111, p. 436. oo 

“ Chairman of the Board of Directors, Bank of China. ca
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Soong thinks the mention of Ugaki significant and latter would 
promptly emerge from behind the scenes to handle directly any peace 
negotiations. Soong has replied to such approaches that Chinese- 
Japanese peace could be arrived at only as a part of the participation 
in world settlement. The United States Treasury Agent here very 
confidentially informs me that he has reported along these lines to his 
Department in Washington. | | 
Repeated to Amoy, Canton, Shanghai, Chungking, and Peiping for 

Tokyo. oo | 
| SouTHARD 

793.94/14878 : Telegram | 
Lhe Chargé in China (Peck) to the Secretary o f State 

: Cuunexine, April 11, 1939—6 p. m. 
| | [Received April 11—1 p. m.] 

255. Royal Leonard, American aviator, who piloted the Russian 
Ambassador and Sun Fo “ to Tihua on March 26 and 27 hasinformed __ 
an Embassy officer that the military aviation field at Lanchow, Kansu 
(where the plane stopped overnight), is the largest in China, extend- 
ing for more than a mile in length. He also confirmed reports of a 
large concentration of pursuit and bombing planes of Russian design 
at Lanchow (he estimated the number at more than 50 planes). He 
said both Chinese and Russian pilots and mechanics were in evidence 
at the airport. 

The informant added that he was told at Lanchow that the bodies 
of Italians were found in the wreckage of some of the 15 Japanese 
planes brought down in recent raids on that city. 

Repeated to Peiping. | 
Peck 

793.94 /14898 ; Telegram 

Lhe Chargé in China (Peck) to the Secretary of State 

| Cuunexine, April 17, 1939—10 p. m. [a. m.?2] 
[ Received April 17—1:15 p. m.] 

_ 268. L. C. Smith, Reuter correspondent, who has just returned from 
a 6 weeks tour of the area under Yen Hsi Shan’s control which roughly 
comprises the southwest quarter of Shansi Province, gathered the 
following impressions: | a 

The people have been well organized and mobilized for resistance 
along the lines advocated and used by the Chinese Communists but 
with complete absence of communist influence and political doctrines: 
their morale is high. Yen Hsi Shan, who maintains his main base. 

“President of the Chinese Legislative Yuan.
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in Shensi, has his own army of 9 divisions totaling 80,000 men: in 

addition he commands 8 central and 3 independent brigades of approx- 

imately 20,000 regulars and also formidable forces of irregulars and 

self-defense corps. Supplies of light arms and ammunition appeared 

abundant. Guerrilla tactics in which Shansi troops excel are used 

almost exclusively. Japanese influence is restricted to railway which 

is kept open to traffic by the stationing of Japanese troops and Chinese 

mercenaries at block houses which have been constructed at intervals 

of 2 miles along the railway. . 

Informant who is believed to be a competent observer came to the 

conclusion that the Japanese are definitely on the defensive in south- 

west Shansi for want of troops and that efforts to clear that area as 

well as other portions of Shansi will prove a long and costly if not 

impossible task. He stated that the Chinese authorities, who seem 

to possess an excellent espionage service, told him that Japanese troops 

now in the province number at least 180,000 but are able to do little 

more than keep the lines of communication open. 

The informant also interviewed leading military officials in Sian 

who expressed the view that the Japanese would probably attempt 

to invade Shensi by way of the Han River Valley rather than Shansi 

but added that they would have to overcome 3 separate army corps 

(including those of Li Tsung Jen and Hu Tsung Nan) in achieving 

this objective. Smith stated that the Japanese air raid at Sian on 

March 7 during which heavy bombs were dropped in the center of the 

city resulted in 4,000 casualties including 1,000 killed. Cheng Chien, 

Director of the Generalissimo’s Sian headquarters, and Chiang Ting 

Wen, Chairman of the Province, narrowly escaped death in this raid, 

while 3 generals and 55 other officers who were attending a military 

meeting at the time were killed. | 

Repeated to Peiping. 
PECK 

793.94/14909 : Telegram ; 

The Chargé in China (Peck) to the Secretary of State 

Cuunexine, April 19, 1939—9 a. m. 

[Received 1:30 p. m.] 

974, 1. McHugh # reports that he learned very confidentially from 

Chiang’s emissary himself that when the British Ambassador “ passed. 

through Hong Kong on April 8th he was handed a memorandum 

which informant had just brought down from Chungking and which 

contained the following proposals from Chiang Kai Shek: 

“Maj. James M. McHugh, U. S. M. C., Assistant Naval Attaché in China. 

“Sir Archibald Clark Kerr.



162 FOREIGN RELATIONS, 1939, VOLUME III 

__(1) that constructive peace is indivisible between Europe and 
China, zd est, it cannot come to one area until it is achieved in the other; __ (2) that if Japan should make a proposal that Great Britain and 
France should recognize and cooperate with J apan’s position in North 
China in exchange for a promise from J apan not to join a Rome— 
Berlin military alliance or attack Hong Kong or Indo-China, Great 
Britain and France should disregard such a proposal; | | 

(3) that because Great Britain and France would not be able to 
Spare troops or ships to defend their interests in the Far East, China 
would be willing to supply both troops and labor corps in return for 
arms and munitions; | o 

(4) Generalissimo hopes therefore that collective security will be | extended to the Far East and suggested that conversations be started 
for a mutual assistance pact between Great Britain and France; 

_ (5) he feels that the advantages of such an arrangement would be 
(a) to have a deterring effect on Japan prior to the outbreak 

of hostilities in respect to acts of aggression against Hong Kong 
or Indo-China and. — | . . _ (6) that it would also deter Japan even after the outbreak of 

| war from taking immediate action in support of the Totalitarian 
Powers. - | | a, . 

_ 2. McHugh’s informant stated that Clark Kerr offered little com- 
) ment but expressed the view that such a pact might tend to alarm the 

Japanese and undo the efforts which the British tried to prevent within 
the last few months to forestall Japanese signature to a formal mili- 
tary alliance with Germany and Italy in lieu of the existing Anti- 
Comintern Pact.*4 — a - 

3. Although the informant agreed that the foregoing suggested ap- 
| prehension and distrust on the part of Chiang of the future actions of 

Great Britain and France, he stated that Chiang had appeared calm 
and confident and had not clearly indicated the possession of any im- 
mediate information to support such suspicion. | | 

[41]. That despite present widespread rumors to the effect that the 
British Ambassador to Japan came to Shanghai to convey and discuss 
with his China colleague the peace terms for transmission by the latter 
to the Chinese Government, the above person stated that Clark Kerr 
gave no indication of such a mission. McHugh states that the British 
Ambassador informed him here last November and again reiterated 
to him in Shanghai in January that he intended to return to Chung- 
king about this time as a routine step. On the latter occasion Clark 
Kerr discussed at some length the change of attitude toward J apan 
which his Tokyo colleague had finally experienced last November plus 
the British efforts from December onward to stall off J apanese ad- 
herence to a military alliance. Any role as a special peace emissary 
at this time is therefore believed doubtful although he is very probably 

“ Foreign Relations, Japan, 1931-1941, vol. 1, p. 159.
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equipped with ample information on which to base informal discus- 

sion of the present Japanese attitude with respect to a peace com- 

promise. a - | 

5. Similar rumors as to Madame Chiang Kai Shek’s recent visit 

to Hong Kong are likewise doubted by McHugh who spent the last 

10 days with her and Donald “ there and returned with them on the | 

| 17th. They did not see Clark Kerr when he passed through Hong 

Kong nor was the question of peace mentioned at any time. 

6. It is requested that the substance of the foregoing be made availa- 

ble to the Navy Department. Peiping please similarly convey to the 

Naval Attaché and Shanghai to the Commander-in-Chief. Peiping 

repeat to Tokyo. , 

| | | PrEck 

694.9815 /2 | | 

The Ambassador in Japan (Grew) to the Secretary of State 

No. 3838 Toxyo, April 21, 1939. 
[Received May 16.] 

Gm: I have the honor to report that a “North China Economic 

Mission” composed of some 30 North China businessmen and headed 

by Mr. Wang Yin-Tai, Minister of Industry of the “Provisional 

Government” arrived in Tokyo on March 30, 1939, for a scheduled 

stay in Japan of approximately one month. _ | | 

[Here follows report of the mission’s activities in Japan.] 

While the functions of the mission are not apparently political 

in nature, and while the mission has no authority to conclude agree- 

ments, its head and a number of the members of the mission are in 

authoritative position to speak for the “puppet” government of 

North China. Likewise the Japanese business leaders who attended 

these meetings have been sufficiently identified with the past and pres- 

ent development of Japan’s economic policy on the mainland to war- 

rant treating their views.as expressed at these meetings with “The 

North China Economic Mission” as more or less authoritative out- 

lines of Japan’s economic objectives in North China. It appears clear 

from the discussions which have taken place during the mission’s stay 

in Japan that the Chinese who have been won over to the Japanese 

cause in North China are filled with misgivings with regard to the 

position they will occupy under Japanese-controlled North China. 

Through force majeure they will more than probably have to accede 

to Japan’s demands to revise the customs tariff downward in favor 

of Japan and to their own detriment—specific duties will be replaced 

by ad valorem rates—the gold unit system will eventually go by the 

“Ww. H. Donald, Australian adviser to Generalissimo Chiang Kai-shek.
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boards to ensure a smooth functioning of the Japan—China—“Man- 
chukuo” yen bloc. Such capital as can be obtained from Japan will 
be used to foster industries which will not compete with industries 
in Japan, thereby preventing any natural growth of Chinese industries. 

_ It will be noted that the spokesmen for the Japanese gave no assur- 
| ances that the exchange and trade controls now in effect in North 

China would be relaxed to permit of a return of North China’s ex- 
port and import trade to normal channels. The Japanese themselves 
it would appear see no end in sight to the exchange problem which 
their adventures on the Continent have created. All these considera- 
tions would appear to point to but one conclusion—Japan is deter- 
mined to make North China a subsidiary unit in its economic system— 
a unit which will provide a limited number of raw materials, the ex- 
port of some of which will create foreign exchange, the greater part of 
which will be absorbed by Japan in return for which J apan will 
supply cheap machinery, piece goods, and similar materials for which 
its own industrial plant is well-geared. Foreign interests apparently 
will survive only to the degree that they do not interfere with the 
development of this program. Their fate in the end will probably 
parallel that of foreign firms in “Manchukuo”. As for the Chinese 
people themselves, the logical development of Japan’s program can 
only mean economic and political enslavement. This much may be 
said for Japan’s prospects of success in North China—North China 

| is not a strategic area in the same sense as “Manchukuo” and there- 
fore will not require the large outlay of capital which has been neces- 
sary for the building up of heavy industries in that “puppet” state. 

Respectfully yours, JosEPH C. GREW 

793.94/14919.: Telegram 

Lhe Chargé in China (Peck) to the Secretary of State 

Cuunexine, April 22, 1939—9 a. m. 
[Received April 22—8 a. m.] 

282. On April 20, the Chinese Minister for Foreign Affairs inquired 
of me on the telephone whether I had any information concerning 
the news reports from Tokyo that the President might cause a note 
to be addressed to the Japanese Government in the general sense of 
the communications addressed to Germany and Italy 1 week ago. 
The Minister said he would be glad to talk with me on the subject. 
During our conversation on April 21 the Minister said that since his 
inquiry he had received a report of the recent interview of the Chinese 

“ See telegram of April 14 from President Roosevelt to the German Chancellor, 
printed in vol. 1, section entitled “President Roosevelt's Messages of April 14 to 
Germany and Italy .. .”
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Ambassador with the President which answered his question. He 

said that the President had observed that the news résumé in question 

(to retranslate the Chinese phrase employed by the Ambassador in 

his report) had been “fabricated with a purpose” and that the Presi- 

dent had added the comment that his approaches to Hitler and Mus- 

solini might be rebuffed and that there might be war in Europe but 

that even in this event China might regard the future with some 

optimism because a war would compel Japan to mobilize large forces 

against Russia and if general peace discussions took place Japan 

would no doubt want to be included. | | 

The Minister said he thought there was a growing desire in Japan 

for termination of hostilities if a way could be found to accomplish 

this without loss of prestige such as through the intermediation of 

third powers. China, of course, would not sue for peace but he 

recalled the fact that China had more than once broached the sum- 

moning of an arbitration on Far Eastern matters. The Minister 

mentioned the fact that Japanese news despatches had expanded on 

the interpellation in Parliament which resulted in the statement of : 

the Prime Minister that the British Government would keep in mind 

the possibility of extending the “non aggression movement” to the : 

Far East. He thought this another indication that there is in Japan 

a growing desire for peace. . 

The Minister informed me that the Chinese Government had 

recently suggested to the British Government that China be included 

in the bloc of nations invited to join the non aggression understanding : 

but had indicated that China could not do this unless Russia joined it : 

and the proposal was awaiting the outcome of the discussions between 

Great Britain and Russia. He expressed the hope that if China joined 

this group of nations there would be some mark of sympathy and 

approbation, official or semi-official, on the part of the United States. 

Reverting to the subject of the Chinese Ambassador’s conversation 

with the President, the Minister said that the Ambassador had ex- 

pressed the hope of the Chinese Government that whatever neutrality 

legislation might be enacted would not be to the advantage of Japan 

and to the detriment of China and that the President had replied that 

he thoroughly understood the situation. | 

The Minister asked me to let him have the earliest important in- 

formation I might receive in regard to either of the subjects he had 

discussed and I promised him I would. | 
In reply to a question he told me he had held an hour’s conversation 

with the British Ambassador who arrived in Chungking on April 19 
but they had not discussed any possible terms for ending the hostilities. 

Sent to the Department. Repeated to Peiping. Latter mail to 

Tokyo. 
PECK
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793.94119/535i: Telegram . | | 

_ Lhe Chargé in China (Peck) to the Secretary of State — 

OO Cuunexine, April 22, 1939—noon. 
| [Received April 22—10: 30 a. m.] 

284. Under date April 18 the local press published an important | 
statement by General Chiang Kai Shek in reply to questions pro- 
pounded by correspondents. Following are excerpts as translated 
by Embassy : : | i 

General Chiang recalled his statement of December 26, last, and 
reiterated that the “establishment of a new order in East Asia” is 
merely a new phase for the Japanese absorption of China. He went 
on to say that Konoye’s term constituted “a Japanese plot not only 
to attain hegemony in East Asia and annihilate China, but also to 

| destroy the interests of all powers in the Pacific”. He heaped scorn 
upon those who advocated peace on the basis of Konoye’s terms and 
declared that “there is absolutely no latitude for peace and no ad- 
vocacy of surrender framed in words however ingenious or subtle can 
have any power to shake the determination of our whole country in 

: any contingency”. Apparently referring to Wang Ching Wei and 
other Chinese advocating peace, General Chiang said “they have al- 
ready been sentenced to death spiritually and are really not worth 
mentioning” and explained that their disposition “depends entirely 
on their future activities”. , a 

In reply to a question as to the ultimate settlement of the conflict, 
General Chiang said Japan has been reduced to the status of a second 
rate power by Chinese resistance and that accelerated resistance will 
render Japan’s position unstable. He said peace could not be realized 
until the Japanese “come to a true recognition of China’s strength of 
resistance” and until “the Japanese militarists thoroughly realized 
their mistakes, voluntarily give up their aggression and effect a fun- 
damental change in their traditional policy”. If the Japanese per- 
sist in their present policy, General Chiang asserted, “there is not 
only absolutely no possibility of the war coming to a conclusion but 
there will never be peace in East Asia’. 

General Chiang defended the military strategy of “procuring time 
through sacrifice of space and gaining the final triumph through the 
accumulation of small victories” and declared that the present mili- 
tary position insofar as China is concerned is better than he had ex-. 
pected when planning for the present conflict. 

Translation of complete text will be forwarded by air mail. 
The press gives full support to the Generalissimo’s views and at- 

taches significance to them in the light of Wang Ching Wei’s recent
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utterances and of the visit of the British Ambassador to Chungking. 

Repeated to Peiping. Peiping please mail to Tokyo. 
: | | PEcK 

798.94119/589: Telegram | 

The Chargé in China (Peck) to the Secretary of State 

a CuuncEine, April 24, 1939—10 a. m. 

| [Received 10:28 a. m. | 

985. During a 2-hour informal conversation with McHugh on 

April 22 the British Ambassador referred to what he termed “the 

Wang Keh Min-Kita peace terms” which had been reported from 

Peiping a few weeks ago (see Peiping’s 97 of February 24, 2 p. m.), 

with which terms he said he assumed McHugh was familiar. He 

stated that the British had checked this information later and had 

found it to be absolutely reliable. He went on to say that he under- 

stood the Japanese Army had agreed with the more moderate element 

in Japan to permit negotiations regarding the terms indicated during 

the coming summer if the army had not succeeded by that time in 
achieving evidence of substantial progress in their own program to- 
ward a settlement of the present conflict. The Ambassador added 
that he understood the good offices of Great Britain and the United 

States as mediators would be sought and that the Japanese proposed _ 

to attempt to placate us toward this end between now and midsummer 

by minor concessions on various outstanding problems. He stated 

however that the British had no evidence of such placation to date | 

especially at Tientsin where the Japanese were pressing them very | 

hard. 
The Ambassador stated that British intelligence agencies still be- 

lieved Wang Ching Wei to be a potential peace emissary for the 

Chungking Government. He did not refer to him directly however 

in reviewing briefly the above peace conditions but merely stated 

these: as military withdrawal from Central and South China, prob- 

able renewal of an enlarged safety zone around Shanghai, demili- 

tarization of North China with special economic privileges there for 

Japan, recognition by China of Manchukuo, and some special under- 

standing regarding Inner Mongolia. . 
Gir Archibald assured McHugh that neither his present visit to 

Chungking nor the recent visit of Sir Robert Craigie * to Shanghai 
was directly concerned with peace negotiations. With respect to the 
latter he referred to previous conversations with McHugh at Chang- 
sha and Chungking last fall and later at Shanghai in January when 

British Ambassador in Japan.
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he described the differences in point of view between himself and his 
colleague at Tokyo regarding general British policy in the Far East 
and the specific question of extending aid to China. The visit of 

| Craigie to Shanghai had been suggested by Chiang Kai Shek during | 
Clark Kerr’s interviews with Chiang at Changsha and had subse- 
quently been approved in principle by London. It had been deferred 
at the suggestion of the Foreign Office until after the passage of the 
recent bill for the support of China’s currency in order not to embar- 
rass Craigie in Japan by giving the impression that this aid had come 
about as a result of his trip to Shanghai. Sir Archibald confiden- 
tially added that he had consented to permit the currency stabiliza- 
tion fund to be publicized in Japan as designed for the relief of 

_ British merchants in China rather than as the direct assistance to the 
Chinese which it really was. He stated that he felt he could afford 
this concession since he had his way finally in the main courses of 
action which he has been urging upon London. : 

He reviewed his three point program which he had mentioned to 
| McHugh in January as follows: first, a firm reaffirmation of the prin- 

ciples set forth in the Nine Power Treaty; second, financial assist- 
ance to China; and third, retaliatory measures against Japan to bring 
about a cessation of the present war and force respect for the rights 
of third powers. Points 1 and 2, he stated, had now been accom- 
plished and in collaboration with the United States as he had advo- 
cated, the British having followed the lead of the United States in 
each instance. Point 3 he said he believed to be by far the most im- 
portant and he expressed the hope that concrete measures in this di- 
rection would soon be forthcoming lest the beneficial effect of the first 
two points be lost. 
Sir Archibald was scheduled to have his first talk with the Gener- 

alissimo later the same day he reviewed with McHugh the general 
topics which he hoped to bring up and which dealt mainly with ques- 
tions of the present state of Chinese morale and resistance, plus the 
failure of the Japanese with whom he had talked to appreciate the 
true state of affairs within China. In response to leading questions 
by McHugh with regard to the subject matter of the memorandum 
which has been handed him recently in Hong Kong (see my 274, 
April 19, 9 a. m.), the Ambassador did not directly admit receipt of 
the proposals from Chiang Kai Shek. He assured McHugh, how- 
ever, that Chinese apprehension over possible desertion by Great 
Britain in favor of some special arrangement with Japan in the 
event of world war was absolutely unfounded and out of the question. | 
With regard to the present Chinese counter-offensive, Sir Archibald 
said he had been told by Dr. Kung * at dinner the previous evening 

“H. H. Kung, Chinese Minister of Finance.
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that the real offensive had been planned for a while; that the present 

one consisted only of a few thrusts which had been deemed necessary 

at this time as an offset to the Japanese capture of Nanchang. Sir 

Archibald expressed the desire for a further talk with McHugh in 

about a week after he had had time for further conversations with 

various officials. He stated that he expected to remain here for at 

least 3 weeks. | 

McHugh requests that the substance of the foregoing be made 

available to the Navy Department, the Naval Attaché at Peiping, 

and the Commander-in-Chief at Shanghai. | | 

Repeated to Shanghai, Peiping. Latter mail to Tokyo. 
| PECK 

793.94119/540 : Telegram 

The Chargé in China (Peck) to the Secretary of State 

| Cuunexine, April 26, 1939—11 a. m. 

| | [Received 11:20 a. m.] 

290. My 284, April 22, noon. : 

1. The unalterable determination of Chiang Kai Shek to continue 

resistance to Japan until victory is achieved as publicly announced 

by him on April 18 has received confirmation in statements to McHugh 

by Donald on April 25. The latter said that the question of peace 

terms had not been discussed between Chiang and the British Ambas- 

sador nor during informant’s daily association with Chiang in recent 

months had the latter even mentioned the subject which seemed con- 

clusive evidence that it had not even been considered. Informant said 

that before the British Ambassador went to Peiping in January he 

had telegraphed asking Donald to ascertain what the attitude of 

Chiang would be toward the Ambassador’s seeing Wang Keh Min. 

The result of the inquiry was an instruction to inform Clark Kerr 

that if Wang were a patriot he would leave his position or get killed 

in the attempt and that Chiang would have nothing to do with any 

man who associated with the Japanese. 

9. Informant reported that Chiang had stated privately on April 

95 that the present military operations were not the counter offensive 

he had planned and that he wanted all publicity on the subject stopped 

because he anticipated that the Japanese with their superior heavy 

equipment would still be able to crash through in places. Donald 

explained that Chiang’s plan was to hold off until the Japanese were 

obviously exhausted and then attack them on all exhausted [fronts ?). 

8. McHugh requests same distribution as described at end of Km- 

bassy’s 285, April 24, 10 a. m. 

Repeated to Peiping and Shanghai. Peiping mail to Tokyo. 
PECK
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793.94:/15005 : Telegram : : a. 

The Chargé in China (Peck) to the Secretary of State | 

Oe Cuunexine, May 15, 1939—1 p. m. 
. : | - [Received May 15—8 a. m.] 

332. The Embassy is informed that Leighton Stuart and George 
Taylor, both of Yenching University at Peiping, came to Chungking 
about a week ago expressly to impart to the Generalissimo and other 
high authorities. their concern over recent developments in the 
Province of Hopeh. They are represented as having stated that the 
Japanese, as a result of recent vigorous military operations, are now 
in control of virtually all the important Hsien cities of the central 
portion of the province; that the Japanese are garrisoning these cen- 
ters with large forces apparently with a view to holding them in- 
definitely ; and that in their opinion it is imperative for the Chinese 
to recover these cities this summer, if effective resistance is to be main- 
tained and complete Japanese domination averted. They are reported 
consequently as having urged immediate intensification of Chinese 
military activities in Hopeh and to have called attention to the de- 
sirability of uniting the military command, now split between the 

| Central Government and the Eighth Route Army, as a first step in 
this direction. Taylor is a British subject. He and Stuart have 
now left Chungking. Neither was seen by any member of the Em- 
bassy staff during their visit. | ) 

Repeated to Peiping. | 

Prox 

793,94/15017:: Telegram oo | 

Lhe Chargé in China (Peck) to the Secretary of State 

CHUNGKING, May 17, 1939—noon. 
| | [Received May 17—8:55 a. m.] 

337. General Chiang Kai Shek, in an open message addressed 
to the Provincial and Municipal governments and the people of the 
country on May 16, referred to the “widespread and wanton” Japanese 
bombing of Chinese cities in Szechuan, Shensi, Honan, Hupeh, Honan, 
Kiangsi, Fukien, Chekiang and Kwangtung during the past months 
and gave the following as the objects of these aerial attacks on 
undefended cities and defenseless civilian populations: (1) an en- 
deavor to terrorize the Chinese people into submission; (2) an attempt 
to destroy the means of livelihood of the masses and productive enter- 
prise; (3) an endeavor to create confusion and disorder in the Chinese 
rear. General Chiang declared that although the Japanese have “re- 
sorted to the most ruthless bombing in the history of the world” the 
Chinese people instead of being demoralized have remained calm and
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added “I firmly believe that our people will forever remember the 
Japanese brutality and will forever remind posterity until the invaders | 
are annihilated and the deaths of our unfortunate brethren are 
avenged.” oe | 

Repeated to Peiping and Shanghai. - 

| | PECK 

1233684/587 : Telegram | 

The Secretary of State to the Consul at Yokohama (Boyce) 

| | Wasuineron, May 18, 1939—2 p. m. 

For Ambassador Johnson now on steamer President Coolidge due 
at Yokohama on May 19. General Chiang Kai-shek and Minister 
H. H. Kung have expressed to Mr. Peck the hope that you will defer to 
a later date your visit to north China and that you will return directly 
to Chungking. Apparently the attitude of the officials named has its 
origin in an apprehension lest your proceeding directly from Wash- 
ington to north China will be construed as indicating a change of 
policy on the part of the American Government, and also from a 
desire on the part of the Chinese Government to discuss various mat- 

ters with you as soon as practicable. 
- The Department realizes that a change in your present plans, as 
outlined above, may result in considerable inconvenience to you but 
in view of all available data is of the opinion that you should proceed 

directly to Chungking, postponing to a later date your visit to north 

China.” The Department is appropriately informing Chungking. 

pb _ How 
740.00/1565 : Telegram 

The Chargé in Japan (Dooman) to the Secretary of State 

| | Toxyro, May 23, 1939—11 p. m. 
| [Received May 23—5:01 p. m.] 

949. Our 234, May 18, 5 p. m.” 

1. I dined this evening privately with the Prime Minister who had 

sent me word that he wished to explain his purpose in addressing the 
letter to you. 

9. The first part of his discourse ran substantially along the lines 
of his letter. I pointed out that there would have to be the closest 
collaboration between the United States and Japan if they were to 
move jointly toward seeking a solution of the troubles in Europe and 

I doubted whether such collaboration were possible so long as Japan 

“The Ambassador in China postponed his visit to North China and proceeded 

directly to Chungking. 
© Foreign Relations, Japan, 1931-1941, vol. 1, p. 1.
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adhered to its policies and actions in China. The Prime Minister said _ 
that public opinion in Japan would not permit of the settlement of 
the conflict with China being made a condition precedent to the Amer- 
ican-Japanese move which he had in mind. The following is a sum- 
mary of his statement explaining the Japanese position. _ 

_ 8. Japan had no legal obligation to enter the European war on the 
side of Great Britain “ but she believed that she had a moral responsi- 
bility. Her fleet and merchant marine were used in operations against 
the enemy, she wrestled Shantung from Germany and later restored 
it to China and she cooperated in other ways toward bringing about 
the ultimate victory but the only thanks she got was the abrogation 
by Great Britain of their alliance. Further Great Britain along with 
the United States was complacent when China began to whittle down 
the fruits of Japan’s victory over Russia. Finally the Washington 
and London naval treaties together with the Nine Power Treaty com- 
pletely tied Japan’s hands. There was bound to bea revulsion to these 
restrictions and that came with the Manchuria incident in 1931. The 
Prime Minister said that so strong was the sense of grievance of the 
Japanese people that the Japanese Government could not, even if it 
wished, make peace with China on terms which did not assure Japan 
economic security, and that under existing world conditions such 
security could not be provided by restoration of the status quo anée. 
He had already given careful thought to the question I had raised 
with regard to the need for making peace with China and he had come 
to the conclusion that it would be impossible to dissociate the Far 
Eastern problem from the conditions of unrest which prevailed in 
Europe and elsewhere and that this problem is capable of solution 
by negotiation only when the conditions which lie at the root of the 
Kuropean problem as well as of the Far Eastern problem can be 
considered. , 

4. [ asked the Prime Minister whether he believed it likely that the 
American people would look with favor on American collaboration | 
with Japan in approaching the difficulties in Europe when Japan 
herself was considered to be guilty of the same acts of which Germany 
and Italy stood condemned and when moreover the press is almost 
daily reporting acts of Japanese violations of American rights in 
China. The Prime Minister replied that in respect of the first point 
he hoped that the American Government at least realizes that Japan 
had not intended or expected to engage in a war with China. In re- 
spect of the second point he admitted that there is justification for 
complaint but he said that Japan’s first preoccupation must be the 
success of her military operations. Nevertheless if the powers could 
come together to find by negotiation a solution of the world’s troubles 
these issues involving American rights in China could be disposed 

In August 1914,
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of without difficulty. In the meantime the Government would con- 

tinue its efforts to satisfy the American position with regard to the 

Open Door but one difficulty was the sense of grievance to which he 

had previously referred. 

5. In conclusion the Prime Minister said that this might prove 

to be the last opportunity to save the world from chaos. He was pre- 

pared to sound out Germany and Italy with regard to the holding of 

a conference such as he had suggested if the President were prepared 

_at the same time to sound out Great Britain and France. 

6. He urged on me the supreme importance of secrecy with regard 

to his approach. | | | 

| . | Dooman 

793.94/15058: Telegram | 

‘The Ambassador in China (Johnson) to the Secretary of State 

| | SHaneual, May 29, 19389—4 p. m. 

[Received May 29—12:08 p. m.] 

In the course of a conversation with British Ambassador today 

latter informed me that the Generalissimo was anxious to see me in 

Chungking; Generalissimo had two ideas which he doubtless would 

communicate to me: 

(1) That economic measures taken by British and Americans at 

this time would have a controlling effect upon Japanese, even to point 

of stopping Japanese activities in China; 
(2) That the Japanese were anxious to make peace; that the J apa, 

nese were prepared to withdraw forces from Central China provided 

Chinese stopped fighting; that Chiang was repared to stop fighting 

if and when Japanese withdrew ; that difficulty lay in knowing when 

Japanese would withdraw and that the Japanese were prepared to 

accept mediatory offices at the hands of British and Americans. 

I told British Ambassador that in my opinion economic measures 

against Japan on the part of the United States were doubtful; that 

while I had seen no Japanese during my visit in Japan, such informa- 

tion as I had through people in American Embassy and Consulates 

there indicated that Japanese Government was in no way interested 

in ending military operations in China; that it was the opinion of our 

people in Japan that economic measures against Japan would very 

likely precipitate Japanese action directed either at us or the British | 

or the Dutch East Indies. I said that as regards mediation I am 

convinced that the Japanese Government was not prepared to accept 

mediation in the face of continued confidence of Japanese military 

in the success of their movement here. 

Repeated to Chungking and Peiping. 
J OHNSON 

278040—55——12
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798.94119/547 | Oo | ee 

Lhe Ambassador in China (Johnson) to the Secretary of State 

Hone Kona, June 2, 1939. 
Se | | [Received June 13.] 

_ Sm: There is enclosed herewith a copy of a memorandum prepared 
by Major McHugh of a conversation which he had with the British 
Ambassador while in Shanghai recently. I have already reported 
by telegraph to the Department the British Ambassador’s invitation 
for myself and the American Commander-in-Chief to meet with him 
the British Commander-in-Chief and the French Ambassador and the 
French Commander-in-Chief in Shanghai, and my inability to com- 
ply with his request and the reasons therefor. I have also reported 
to the Department by radio from Shanghai * of my subsequent con- 
versation with the British Ambassador, in the course of which he 
outlined the possible attitude of the Generalissimo in regard to peace 
proposals. This subject is more adequately covered by the memoran- 
dum of Major McHugh which is enclosed. | 
During the day that I spent at Yokohama I had long talks with Mr. 

Dooman, Consul General Cameron and Consul Boyce. Later in Kobe 
| I had a long talk with Consul Gourley and his staff. I saw no Japa- 

nese. Mr. Dooman informed me of the farewell talks which Ambas- 
| sador Grew had with the Japanese Foreign Office. I carried away 

with me a conviction that the Japanese government, while anxious to 
be on friendly terms with the United States and while anxious to 
see an end to the military situation in China, was by no means in a 
position to begin any negotiations with the Chinese authorities on 
terms which might be acceptable to the Chinese, nor was it prepared 
to accept any mediatory activities on our part. I carried away also 
a distinct impression that our Embassy and Consulates in J apan felt 
that Japan was not feeling any economic pinch such as would drive 
them to a conclusion of military activities in China to their disad- 
vantage; that the military, at least, believed that Japan could go on 
indefinitely along present lines, and believed that they would be suc- 
cessfulintheend. This conviction is quite at variance with the infor- 
mation which the Generalissimo appears to have conveyed to the Brit- 
ish Ambassador, who appears to have sounded him out on the question 
of peace. It is possible that when I arrive at Chungking and see the 
Generalissimo he may bring this subject up in a conversation with 
me, although I have no intention on my part to initiate a discussion 
of the subject, for I am convinced that mediation, insofar as the United 
States is concerned, would not be acceptable at this time. I believe 
that the American Embassy and the other American representatives 

- = Unnumbered telegram of May 29, 4 p. m., supra.
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in Japan are convinced that if the United States should impose eco- 

nomic restrictions against Japan, such action on our part in the present 

state of Japanese feeling, might very likely result in an effort on the 

part of Japan to counteract such restrictions by forcibly seizing such 

resources as might be available in the Far East, as for instance, the 

Dutch East Indies, in order to make Japan independent. I am dis- 

| posed to share that conviction at the present time. I feel that the 

Japanese effort by military measures to make a conquest of China is 

doomed in the end to failure, but I am convinced that the Japanese 

army is not yet convinced of such failure and that it is still deter- 

mined to proceed with its program. There is a danger to us and to the 

British in this attitude. I believe that there is a good deal of war- 

weariness present among the Japanese people today, that the peak of 

war. fever has passed, and that there is always the possibility that, 

| reacting to the need of giving the Japanese people something in the 

nature of a success, to justify continued support of the army, and 

there being no further victories on land possible, the Japanese military 

may, in desperation, be compelled to seize the International Settle- 

ment at Shanghai. I understand that the British Embassy and the 

: British authorities in the Far East are convinced that economic 

pressure upon Japan at the present moment would bring about a col- 

lapse of the Japanese military effort in China and compel the Japa- _ 

nese to seek a peace. It is my feeling that such economic restrictions, 

while they might have this effect, might on the contrary have the effect 

of compelling the Japanese to make an effort to give themselves inde- 

pendence of our economic power through seizure of resources such as 

the Dutch East Indies. But, in any case, intervention on our part at 

this time to bring about cessation of hostilities, 1f successful, would 

leave the Japanese military unconvinced of the ultimate success of 

their effort and would merely leave a situation not unlike that which 

existed in Germany, which would have to be taken care of sooner or 

later when the Japanese had prepared themselves for a further effort. 

I feel that we should continue to watch the situation; deal with it 

as it develops, in the hope that sooner or later the Japanese military 

may, of their own accord, become convinced of the futility of going 

on. At such a time as this may occur it may perhaps be possible for 

us to exercise some good offices, but even then we should have to act 

with caution because I am convinced that the animosity which has 

been bred among the Chinese people by Japanese military activities 

on the mainland will be such that no Chinese leader will be able to 

control his own people and soldiers should the Japanese begin to | 

weaken their hold on any. place which they now hold. Retirement 

of Japanese forces would be accompanied by advance of Chinese and 

acts of hostility against isolated Japanese and it would be extremely



176 FOREIGN RELATIONS, 1939, VOLUME III 

dangerous for anyone to enter the situation for purposes of mediation 
with any idea that they could guarantee a peaceful withdrawal or a 
peaceful advance by one side or the other. | 

| These are impressions which I have collected in the few days that. 
I have had since landing in Japan, during visits in Yokohama, Kobe, 
and Shanghai. I have set them down in this despatch transmitting 
Major McHugh’s memorandum in order that they may be sent at once 
to the Department. | 

Respectfully yours, NELSon TRUSLER JOHNSON 

[Enclosure] | - 

Memorandum by the Assistant Naval Attaché in China (McHugh) 

1. I saw the British Ambassador for two hours on the afternoon of 
May 30, 1939, when we resumed conversation on the general situation 
in China and especially with reference to possibilities for settling the 
present hostilities. Sir Archibald, as usual, talked very frankly, 
reading to me from time to time from despatches which he had sent to 
London and reviewing what he had learned in Chungking since. we 
had last conversed there on May 5th, the day after the second bombing. 
He had already at that time been up there two weeks and had seen 
Chiang Kai-shek twice, going on each occasion on an informal picnic 
with Madame Chiang and the Generalissimo to the hills outside of 
the city in order to assure a quiet and uninterrupted conversation. 

2. Sir Archibald informed me that he had been on two more such 
pienics since I had departed. On the first of these (the third occa- 
sion) he had sounded out Chiang on the question of peace by inquiring 
what Chiang could tell him to pass along to his people as to the possi- 
bilities for a settlement of the present Sino-Japanese hostilities. 
Chiang had turned the question back upon him by asking him what 
he would do if he were in Chiang’s place. Clark Kerr had replied 
by stating: (1) he would forget about Manchuria for the present and 
concede that point to the Japanese trusting to the grandsons of the 
present generation to recover this lost territory; (2) hold out on Inner 
Mongolia and refuse any special concessions there; (3) insist on eco- 
nomic cooperation and not domination in North China; (4) insist on 
the withdrawal of the Japanese army from China to a pre-war status, 
but guarantee to the Japanese no anti-Japanese agitation. 

3. I inquired at this point whether these points were not in general 
those which had been previously proposed by the so-called “moderate” 
group in Japan which we had previously discussed in Chungking 
(reported by despatch through the Embassy, Chungking). The Am- 
bassador replied in the affirmative. He then said that Chiang had 
replied that two things had to happen before peace could be discussed
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now and that both of them depended upon Great Britain and the 
U.S. A., namely, economic retaliation against Japan to force her to 
abandon her program in China, followed by an offer of mediation to 
settle the present conflict along lines which would guarantee China’s 
continued independence and territorial integrity. I pointed out here: 
(1) that to date I had heard nothing which indicated that any of the 
peace proposals had the approval of the Japanese Army and that 

| until this occurred there was no point in discussing the question; and 
(2) that any power who tried to mediate in the present war would 
have to be prepared not only to force the Japanese Army to retire, 
but also to hold the Chinese back. The Ambassador replied with a 
surprising statement. He said that Chiang had informed him that 
he had recently received definite information that the J apanese Army 
were prepared to pull back their forces to their 1937 pre-war positions 
as a preliminary move to peace negotiations and that this move would 

_ be accomplished under the cloak of an Imperial Order or Edict, but 
that some face-saving gesture such as an offer of mediation by Great 
Britain and the U.S. A. would be necessary first. 

4. I expressed surprise and doubt at this and the Ambassador was 
inclined to agree, but he said he had informed London when he 
reported this that although Chiang Kai-shek’s information in the 
past may not have been 100% correct in all instances, it had always had 
a measure of truth in it. Clark Kerr then said he had inquired of 
Chiang if the latter felt that he could hold back his troops in the 
event the Japanese started a withdrawal and restrain them from 
stampeding after the Japanese, creating a time lag of four or five days 
in the reoccupation of towns evacuated by the Japanese. Chiang 
replied that he felt he could do this. : 

5. I then inquired what Chiang’s reaction had been to the four 
point peace program which he had suggested. The Ambassador re- 
plied that the points did not suit Chiang but that Chiang had said 
he would rather not say at the time what he would be prepared to 
accept. Clark Kerr had-inferred that Chiang hoped to concede less, 
but was not sure he would be able to achieve this. The Ambassador 
emphasized however that he had found Chiang still very confident of 
his ability to carry on the war until the Japanese had to sue for peace. 
His attitude was by no means that of a man who was seeking a way out. 
In this connection the Ambassador referred to his first conversation 
with Chiang at Chungking when the question of the so-called April 
“counter-offensive” had come up. Chiang had corrected him imme- 
diately on the use of the term and had explained that his purpose was 
merely to keep things stirred up on all fronts so that the J apanese 
could not concentrate their forces at any one point. Chiang had said 
that if the Japanese could concentrate they obviously could still break
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through and capture places. He did not want the people to build up 

| false hopes only to have them dashed by such an event. He felt. that 

by keeping all fronts active he could eventually wear the Japanese out. 

6.'The Ambassador then read to me two telegrams he had sent to 

London in which he had reported his general impressions gained on 

his recent trip to Chungking. He said he had found the atmosphere 

more encouraging than during his previous visit; the soldiers now 

being recruited to be of better quality and with a marked improvement 

in discipline; and the spirit of the people unaffected by the bombings 

of Chungking. He stated that the latter had demonstrated that the 

question formerly put by many people as to the effect of bombing on 

the morale of the Szechuanese and their attitude toward the Central 

Government had been answered and that Szechuan would definitely 

go along with the Government. He found some tendency on the part 

of individuals to criticize the machinery of the Government and its 

methods, but no one to oppose the continuance of resistance to Jap- 

anese aggression. There was also criticism of the general purpose 

of the Kuomintang as being pointed more toward its self preservation 

than toward the welfare of the country as a whole, but stated that 

both Chu Chia-hua (the Secretary General of the Party) and Chou 

_ Enlai (Eighth Route Army Representative) had separately in- 

formed him during long conversations that all parties were pulling 

together at the top and that there was no doubt of continued unity 

among the leaders. | a 

7. The Ambassador reported that he found complete public confi- 

dence in Chiang Kai-shek and the resistance to be more and more of a - 

one man show. Hestated his belief that even were Chiang to die sud- 

denly, the resistance would go on until some other leader emerged to 

coordinate it again utilizing the spirit of Chiang as a symbolic force. 

The Ambassador stated that he believed the supply of small arms am- 

| munition on hand not only to be adequate for some time to come but 
that he had reason to believe that the Chinese now had arsenals work- 

ing which made them independent on this score. He also believed that 

the new routes of communication being opened up would be sufficient 

to maintain morale and keep up a fair supply of essentials from out- 

side. He complimented the work of the Ministries of Communica- 

tions and Economics, but found the Ministry of Finance still “sadly 

lacking” and “inefficient”. I found myself in general agreement with 

all that he had reported. | | 
- 8.-The Ambassador then told me in strict confidence that there 
had been a separate peace offer made to Chiang just prior to his recent 

trip to Chungking. It appears that. Sir Robert Calder Marshall of 

Shanghai had.come to Clark Kerr just prior to the latter’s departure 

and. had. inquired what the’ Ambassador’s reaction would be to any 

effort on Calder Marshall’s part to promote peace talks. Clark Kerr
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had told him.to go ahead by all means. Calder Marshall then stated 
that Dr. Alfred Sze had been in touch with Mr. Kodama (former head 
of the Yokohama Specie Bank and recently placed in charge of the | 
new Hua Hsing Bank that has been organized at Shanghai). The 
proposal which Kodama had made to Sze was that the Japanese Army 
was prepared to withdraw from all areas in China except for garri- 
sons at the principal treaty ports, including Hankow. Other condi- 
tions if any were not named. | - 

9. This proposal was sent to T. V. Soong in Hong Kong and relayed 
by him to Chiang Kai-shek who flatly rejected it. When his reply 
reached the negotiators in Shanghai word was immediately sent back 
to ask Chiang not to close the door on this avenue of negotiation as 
“easier terms could be obtained”. Clark Kerr told me that he had 
cautiously broached this subject at Chungking with Chiang and had 
been told that no proposals involving the garrisoning of China by the 
Japanese Army would be considered. It was this, in fact, which lead 
to the discussions related earlier in this memorandum. | 
Respectfully submitted, J. M. McHueu : 

ee a | Major, U.S. M. C. : 

793.94/15058: Telegram 

_ ‘Lhe Secretary of State to the Ambassador in China (Johnson) 

| | - Wasuineron, June 6, 1939—5 p. m. 

201. Your May 29, 4 p.m. With reference to the two questions 
which the British Ambassador informed you would doubtless be men- 

_ tioned to you by Chiang Kai-shek, the Department has noted the com- 
ments which you made to the British Ambassador. In the event that 
Chiang Kai-shek should bring up with you either or both of the ques- 
tions, the Department offers for your guidance and possible use addi- 
tional comments as follows: a - 

1. With regard to the question of the American Government and 
people taking economic measures, any action which the American 
Government might take would have to be consistent with the tradi- 
tional policies of the United States, the attitude of the American peo- 
ple as a whole and the laws of this country. This Government has 
frequently taken in relation to the hostilities in the Far East action 
which was parallel to that taken by other powers but it has consistently 
pursued an independent course in keeping with its traditional policies. 
While, as the Chinese Government is well aware, public opinion in the 
United States deplores Japan’s actions in China and while the Ameri- 
can people have made manifest in practical ways their feeling of 
friendliness and sympathy for the Chinese nation, it is felt that it : 
would be unwise for there to be raised inquiries or proposals which 
might obscure the fact that responsibility for any action that this coun-
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try might take rests with this country and which might give rise to 

conjectures with regard to possible foreign involvement of this coun- 

try, especially at this time when the Congress is considering a revision 

of neutrality legislation and other legislative projects-having a bearing 

upon foreign affairs of the United States. It is felt that the raising 

of such questions might tend to embarrass this Government in its en- 

deavor to pursue an appropriate course in the light of the broad poli- 

cies and interests of the United States. : 
2. With regard to the question of good offices, this Government has 

already made to both the Chinese and the Japanese Governments what 
definitely amount to offers of good offices. We have made it clear to 

both Governments that whenever both considered it desirable we stood 
ready to exercise our good offices. The Japanese Government has 
clearly indicated that it is not responsively disposed toward these 
approaches, first by its diplomatic silence in regard thereto and second 
by express statements made by various of its high officials to the press 
and otherwise that it will not be responsive to offers of mediation and 
will not tolerate interference by other countries. This Government 

‘is constrained to believe that these Japanese officials have expressed 

the considered determination of the Japanese Government. Al- 
though this Government has given much study to the question and 
continues to give the matter constant attention, we have not been 

able to envisage in the situation as it has developed to date terms of 
peace which would appear likely to be acceptable to both the Chinese 
and Japanese Governments, which would be consistent with principles 
in which we believe, and which would be fair and just to all concerned. 
A fundamental interest of this Government is that the settlement by 
which peace is restored shall be on lines consistent with principles of 
equity and justice in relation to all concerned. In the absence of an 
indication by Japan of a readiness to accept an offer of good offices 
and without previous knowledge that Japan’s intentions and desires 
in regard to peace terms could be harmonized with the general prin- 
ciples above outlined, we would be reluctant to make an approach to 

the Japanese Government on this matter. 
3. In general, the attitude and position of the American Govern- 

_ ment with regard to the conflict between China and Japan and with re- 
gard to the principles which this Government believes should govern 

relations between and among nations have been made clear in many 
public statements by high officials of this Government. That attitude 
and position remain unchanged. The American Government is giving 

attention and consideration to each phase of the situation as it de- 
velops, bearing in mind all its phases. The American Government 

has consistently endeavored in relations with the Far East, while 
serving the interests of the United States, to avoid and avert dis-
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service to the interests of China. At the present moment the Ameri- 

can Government is in no way forgetful of either of these objectives 

and is intent upon both. The American Government desires to be 

constructively helpful where possible and as appropriate, but it nat- 

urally exercises its own best judgment as to what contribution on its 

part may be most practicable, opportune and appropriate. 

Please repeat to Tokyo this telegram and your telegram under 

reference. | 

Repeated to Chungking and Peiping. 

: , Hoh 

798.94119/557 

Memorandum by the Assistant Chief of the Division of Far Eastern 

Affairs (Ballantine)* 

| [WasHineron,] June 7, 1939. 

The Japanese Prime Minister's message to the Secretary, transmit- 

ted through the Foreign Office and contained in Tokyo’s no. 234, 

May 18, 5 p. m.,®* in essence advances the thesis that conditions 

making for true world peace can only be obtained through assuring 

to nations their “proper places in the world”, and it is a scarcely dis- 

guised plea that the political thinking of this Government with re- 

gard to the so-called “have not” nations be revised. 

Tokyo’s 245, May 26, 8 p. m.,* reveals a growing concern on the 

part of Japan as to its future security. This concern appears to be 

inspired by (1) Anglo-Soviet negotiations on the subject of a mili- 

tary arrangement, (2) lack of confidence in the stability and mili- 

tary effectiveness against the democracies of the anti-Comintern 

powers, (3) doubt whether Japan could maintain its neutrality in the 

event of a European war, and (4) the prospect of the United States 

becoming involved in a European war and the consequent likelihood 

of the United States and Japan being drawn into opposite camps. 

Certain influential Japanese are therefore convinced that Japan 

should not tie itself up too closely with the anti-Comintern powers and 

should try to improve Japanese relations with the democratic powers, 

and to this end it is even suggested that Japan might eventually and 

under certain conditions moderate its peace terms to be offered to 

China. 
Tokyo’s 242 of May 23, 11 p. m., discusses from another angle a 

possible future course of action by Japan to establish its future se- 

curity. The Japanese Prime Minister has indicated that the Japanese 

® Notation by the Chief of the Division (Hamilton), who initialed the 

memorandum: “Shown to Mr. Hornbeck and to Mr. Grew.” The latter was on 

home leave from his post in Japan. 

% Foreign Relations, Japan, 1931-1941, vol. u, p. 1. 

& Ante, p. 40.
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people feel that Great Britain and the United States were complacent 
when China began to whittle down the fruits of J apan’s victory over 
Russia, that the only thanks Japan got for its cooperation in. the 
World War was the abrogation of the Anglo-Japanese alliance, and 

| that the Washington and London naval treaties and the Nine Power 
Pact completely tied Japan’s hands. So strong is the sense of griev- 
ance of the Japanese people over those developments that the J apanese 

| Government believes it can make no peace with China which does not 
assure Japan’s economic security and that under existing world con- 
ditions such security cannot be provided by restoration of the status 
quo ante. The Prime Minister indicated, however, that he has come 
to the conclusion that it would be impossible to dissociate the Far 
Eastern problem from the conditions of unrest in Europe and else- 

_ where and that this problem is capable of solution by negotiation only 
when the conditions which lie at the root of the European problem 
as well as of the Far Eastern problem can be considered. He said 
that if the powers could come together to find by negotiation a 

: solution of the world’s troubles those issues involving American. 
rights in China could be disposed of without difficulty. He said also 
that he was prepared to sound out Germany and Italy with regard 

| to the holding of a conference of the powers for the consideration 
of European as well as Far Eastern problems, if the President were 
prepared at the same time to sound out Great Britain and France. 
The statement of the Japanese Premier that Japan’s first preoccu- 

pation must be the success of Japan’s military operations reveals how 
essential the Japanese regard the upholding of the tradition of the 
invincibility of Japanese arms from the point of view of the national 
prestige and the prestige of the Japanese army at home. In other 
words, Japan will endeavor to insist that any peace to be concluded 
with China must be on the basis of the assumption, if not the actuality, 
of Japanese military victory. While it is not to be supposed that 
Japanese leaders contemplate the possibility of military defeat at the 
hands of the Chinese, it is believed that the lack of progress in their 
continental program, in the success of which their prestige is also 
involved, and the possibility of the eventual collapse of that program 
as a result of the steady deterioration of the national strength from 
the prolonged hostilities, are giving Japanese leaders no little concern. 
It may therefore be in the minds of the Japanese that a possible way 
out for them from the present apparent impasse might be offered if 
there could be convened a world conference such as the J apanese 
Prime Minister has suggested for the purpose of considering means 
of promoting world peace through appeasement and satisfaction of 
the claims of the “have not” powers. 

The Astoria visit has undoubtedly raised hopes in J apan that the 
United States might be willing to be of service in the matter of such
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a conference. Should such a conference be called by, for example, | 
the United States, the Japanese might then adopt a formula to the 
effect that out of deference to the United States and out of their 
sincere desire for world peace they would be willing to participate 
in the conference and contribute to its success even at the sacrifice of : 
their real interests. On such a basis they might be able to justify to 
the Japanese public a withdrawal from or modification of their an- 
nounced program in China. They would expect, however, to bring 

, to such a conference various claims designed to promote their political 
and military security and meet their economic needs. 

The Government of the United States would, of course, wish to 
contribute in every appropriate way to the cause of world peace. 
While FE * is not competent to discuss the advantages and disad- 
vantages of such a world conference in relation to the situation in 
Europe and of our interests involved in that situation, there occur 
to mind from the point of view of the situation in the Far East and 
the interests of the United States in the Far East certain objections 
to an initiative being taken by this Government at this time in calling 
such a world conference. These objections are as follows: 

1. The taking of the initiative by the United States would place 
Japan in a better position for bargaining than if Japan should 
become forced by circumstances to take the initiative in the matter of 
the negotiation of a peace settlement. 

2. As already indicated, such action by the United States might 
provide a means of escape for Japanese militarism and enable it to 
emerge from the conflict with its prestige comparatively unimpaired, 
whereas if matters take their natural course there might be a better 
chance that the Japanese military clique would eventually so suffer 
in prestige as to weaken its position in the Japanese Government. 

3. The compromises which would undoubtedly be involved in any 
peace settlement would probably leave both the Japanese and the 
Chinese people dissatisfied with the settlement reached and conse- 
quently the United States would be likely to become the object of the . 
ill will of both the Japanese and the Chinese people. 

4, Any general program for the solution of the conditions of un- 
rest throughout the world such as is envisaged by the Japanese Prime 
Minister would probably involve questions of concessions by the 
“have” powers. There is, therefore, inherent in such a program the 
question of how far the United States could go in offering Japan con- 
cessions which might satisfy Japan and induce it to abandon its pres- 
ent policies. Although Japan is of course primarily concerned with 
desiderata in Asia the Japanese might adopt a more conciliatory at- 
titude in return for the removal of the discriminatory features in our 
immigration laws or for tariff concessions. However, it cannot be 

_ “The Division of Far Eastern Affairs.
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anticipated that Congress would be likely to abandon in principle 
Asiatic exclusion even if such abandonment did not mean a modifica- 
tion in practice of our present immigration policy. With regard to 
tariff concessions, not only would suggestions of possible action by 
this country undoubtedly give rise to protests from the affected 
American industries but it would also be doubtful whether, so long 
as the Japanese continue to pursue the closed economy now being 
practiced in Japan, there is room for a reciprocal trade agreement 
with Japan except on a one-sided basis operating in favor of Japan. 
Perhaps the only thing we could offer Japan of an important practical 
value would be an undertaking that this Government would interpose 
no objection to long-term loans and credits to Japan by American 
bankers and exporters, contingent, of course, upon the conclusion by 
Japan of a settlement with China voluntarily entered into by the Na- 
tional Government of China and considerate of America interests. 
It might be possible even for the Government of the United States 
under such conditions to grant credits to Japan for the purchase of 
American cotton and other agricultural products which would be of 
material help in the economic rehabilitation of Japan and at the same 
time benefit our agricultural interests. — | 

5. Action by the United States might be premature from the point 
of view of effecting a peace settlement of a lasting character. It is 
difficult to conceive of any peace settlement being acceptable to Japan 
at the present time which would not leave Japan in military control 
of the five northern provinces of China. Even assuming that Chiang 
Kai-shek would be willing to conclude a peace on such a basis, it is 
doubtful whether he could control unreconciled Chinese elements 
and make them abide by such a peace settlement. Those elements 
would thus be likely to commit acts disruptive of peace in the border 
territories, thus producing a repetition of the same vicious circle of 
conditions which created a chronic turmoil in Sino-Japanese rela- 
tions in the years following the Japanese occupation of Manchuria 
in 1981. Consequently, such a settlement would be likely to prove to 
be no more than a temporary respite from hostilities which would 
be resumed after the opposing forces had had a breathing spell. With 
large areas of China remaining under Japanese occupation, it is 
doubtful whether a temporary respite from hostilities would be as 
advantageous to China as to Japan. 

For the time being it would seem that there is no action which this 
Government might usefully take in regard to the subject other than 
to continue to indicate to the Japanese when they bring up the subject, 
as Mr. Grew already appears to have done, that, until the Japanese 
Government is prepared to give evidence of an intention to make 
peace with China on terms which the Chinese Government could ac- 
cept and which would be considerate of the rights and interests of
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the United States and other countries, this Government would be 

unable to give favorable consideration to Japanese suggestions for 

discussions between the Japanese and American Governments on the 

subject. It is believed that the manifestation of such an attitude on 

our part would not result in an opportunity being lost for useful con- 

tribution by this Government to the cause of peace in the Far East. 
On the other hand, it should be recognized that there are arguments 

in favor of initiative by the United States directed toward bringing 
about peace negotiations, the principal ones being that it would tend 
to hasten peace (even though that peace might prove to be only a 
truce), and thereby incidentally remove the constant risk of our in- 
volvement in war in the Far East; that it would tend to avert a 

possible eventual complete collapse of China or Japan or of both; 
and that it might offer Japan the only alternative to the conclusion of a 
military alliance with the anti-Comintern powers. Granting the 
force of these arguments, it is believed, nevertheless, that objections 
to American initiative, at least for the present, far outweigh the ar- 
guments in favor thereof. | | 

Nore: It will be recalled that in connection with the approaches 
under discussion which have been made to Mr. Grew and to Mr. 
Dooman by the Japanese Prime Minister and by the Japanese For- | 
eign Minister, the Japanese Prime Minister emphasized the fact that 
the approaches should be regarded as secret and highly confidential. 
According to information communicated in Mr. Dooman’s strictly 
confidential telegram 265, June 8, 7 p. m.,*” the Japanese Foreign 
Minister has apparently disclosed to the Polish Ambassador at Tokyo 
that the Japanese Government has taken steps to explore the views of | 
the American Government with regard to the possibility that Japan 
and the United States might collaborate toward bringing about a 
détente in Europe. 

793.94/15080 : Telegram 

The Counselor of Embassy in China (Lockhart) to the Secretary 
| | of State | 

| Perrine, June 10, 1939—1 p. m. 
[Received 5:50 p. m.] 

972. Peiping’s 249, May 31, 1 p. m.® 
_1. From a source believed to be reliable it is learned that relations 

between some of the. more important members of the Provisional 
Government namely Wang Keh Min, Tang Erh Ho, Wang Ying Tai, 
Chu Cheng and: Yu Chin Ho on the one hand and Japanese advisers 

* Ante, p. 45. 7 . | - 
Not printed- PP
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on the other including Kita continue to be inharmonious. - At a con- 
_ ference a few days ago the above mentioned Chinese leaders aired their 

grievances quite freely to the Japanese charging them with having 
: failed in their understanding of the Chinese, having ignored their 

livelihood, having shown no respect for Chinese education and culture 
and having attempted to Japanize Chinese education. Among other 
things they criticized the behavior of the Japanese troops and asked 
for more considerate treatment by them of the Chinese people. Sub- 
sequently Kita let Wang Keh Min know in writing that he was greatly 
displeased by the criticism and by the attitude of the Chinese leaders 
and accused them of being anti-Japanese. | | _ 

2. The method by which the information has been allowed to become 
known creates a suspicion that it may have some relation to the rumored 
coming of Wang Ching Wei to Peiping. It is probable that it may 
represent a step in that direction. . - 

Repeated to Chungking, code text by air mail to Tokyo. | 
| | | Lockiart | 

893.102 Tientsin/278: Telegram | | | | 
The Ambassador in China (Johnson) to the Secretary of State — 

| CuuncEING, June 19, 1939—9 a. m. 
| _ [Received June 20—3 a. m.] 

399. Department’s 201, June 6, 5 p. m. 
1. I called on the Minister for Foreign Affairs on the 16th and on 

General Chiang on the 17th. Both were engrossed in the British- . 
Japanese controversy at Tientsin * almost to the exclusion of other 
subjects. The Minister for Foreign Affairs emphasized his view 
which he asserted was supported by the Japanese military spokesman’s 
statement at Tientsin on the 13th (Tientsin’s 95, June 15, 6 p. m.®) 
that the dispute had been extended beyond the treatment of a few 
alleged terrorists to include a demand for a complete reversal of the 
pro-Chinese policy of Great Britain. General Chiang expressed the 
conviction that capitulation by Great Britain to Japan at Tientsin 
would mean the nullification of the Nine Power Treaty and the 
substitution of Japanese interests, prestige and influence in China 
for those of Great Britain and the United States. 

2. In my call on General Chiang I was accompanied by Peck 
and McHugh. Madame Chiang interpreted. At Chiang’s desire I 
first gave him a somewhat detailed account of my observations on 

the Burma and the Chungking~Yunnanfu Highways. Then he in- 
quired what views my Government held toward Japanese actions at 

° See vol. rv, pp. 163 ff. . 
“Not printed. re
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Tientsin. I replied that the position of the American Government 
with respect to the present hostilities had been fully and publicly an- 
nounced and that it had not changed. He wanted to know what my 
Government anticipated would be the outcome of the dispute, partic- 
ularly whether it thought the Japanese would occupy the British 
Concession with troops. When I expressed doubt whether the De- 
partment had formed any opinion he pressed me for my personal 
view. I disclaimed any ability to foresee the outcome but observed 
that Japanese military strength was dominant at Tientsin and that 
if the concession were isolated long enough it might have to yield 
through sheer starvation. I said that the dispute was between the | 
Japanese and British Governments and only they could say how it 
could be ended. | : | 
8, After conversation on other subjects, Chiang reverted to the 

earlier one and asked permission to express his opinion which he said 
was different from mine. He said that one of Japan’s main objectives 
was to persuade the United States that the quarrel was with Great 
Britain alone. If Great Britain’s defense of treaty rights could be 
crushed at Tientsin, Japan could repeat the process elsewhere in China 
and a complete transformation in the Orient would result. The rights 
of other treaty powers including the United States would be swept 
away and China’s position would be even more seriously damaged. 
Yet the remedy, he insisted, was simple. Japan was bold at this 
juncture because of a belief that it had isolated Great Britain and 
convinced the United States and other powers that they were not 
involved. He asked me to inform the Secretary of State that it was 
his own absolute conviction that if the United States should let it be 
known that the American Government regarded its interests as in- 
volved the Japanese “front” would collapse. | 
He inquired whether our Government had any intention of mediat- 

ing to settle the dispute. I replied that such mediation would ob- 
viously be impossible unless both sides invited it and I saw no likeli- 
hood of that; the American Government would never lend its assist- 
ance to any matter contravening its announced policies. Chiang made 
the startling suggestion that I proceed to Tientsin to offer my services 
as mediator. With all politeness I rejected this idea but he urged 
that I submit it to the Secretary as coming from him and I assented. 

4. Chiang went on to say that all that was really necessary to turn 
what was potentially catastrophe into a minor incident was for the 
American Government to let it be known publicly that it was prepared 
to send some of the American Marines now at Tientsin into the British 
Concession at the slightest threat that the rights of American citizens 
were to be invaded. He could guarantee that no Marines would have 
to be sent and that the Japanese attack against the British Concession
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would cease. Since the sanctity of the Nine Power Treaty and the | 

| whole position of American nationals in the British Concession at 

Tientsin and elsewhere were involved in this question it was the right 
and even the duty of the United States to come to the assistance of 
Great Britain at this juncture; if this were not done he felt that Great 
Britain would almost inevitably capitulate to Japan with results as 
already described. | 

In view of Chiang’s direct request that I transmit his views to the 
Secretary of State I told him I would do so, but I said that I should 
feel less than honest if I did not point out to Chiang frankly that no 
step so grave as an implied use of force against Japan could be taken 
by the American Government without consulting Congress and that 
in any event it was inconceivable that the United States should employ 
force or the threat of force to protect administrative rights of a British 

Concession. His reply to this was that the action he proposed would 
be in defense of the rights of American nationals. 

6. During this interview Chiang mentioned but did not dwell on 
the subject of general mediation as the British Ambassador antici- 

, pated he would do. He may intend to do this at a second visit I have 
| agreed to pay him in a few days. | | 

7. Chiang urged, as a means of bringing to the fore the principles 
involved in the controversy at Tientsin, that the American Govern- 
ment request from the Japanese Government in positive terms a reply 

to our note of December 30, 1938. 

8. While General Chiang’s proffer of advice on the implementation 

of American Government [policy] was a step unusual in diplomatic 

practice, I was not inclined to take offense in view of his earnestness, 

our long established personal relationship, and the deferential Chinese 

terms in which his opinions were couched. I was carefully noncom- 

mittal in regard to his contention that compromise by Great Britain 

with the Japanese at Tientsin would weaken the whole treaty struc- 

ture in China and adversely affect American interests but this has 

seemed to me self-evident from the beginning. The United States 

has no Concession in China but it is interested in two international 

settlements ® and its citizens for decades have been identified with 

the Concessions of other nations. Moreover, if as seems to be the 
case Japanese measures at Tientsin are in reality designed to compel 

Great Britain to desist from support of the National Government, 

similar retaliatory measures sooner or later against the United States 

appear inevitable if the campaign against Great Britain succeeds. I 

* Note No. 1153, from the American Ambassador in Japan to the Japanese 
Minister for Foreign Affairs, Foreign Relations, Japan, 1931-1941, vol. 1, p. 820. 

At Shanghai and Amoy (Kulangsu) ; see vol. rv, pp. 1 ff. and 108 ff.
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am convinced that the ultimate aim of Japanese policy is to oust all 

Western interests and influence from Asia irrespective of nationalities. 
Furthermore we have made no secret of our condemnation of Japanese 

policy and sympathy with China's cause. 
Repeated to Peiping. Peiping air mail code text to Tokyo. 

JOHNSON 

793.94/15174 | 

The Ambassador in China (Johnson) to the Secretary of State 

No. 244 | CHUNGEING, June 20, 1939. 
[Received July 7.] 

Sir: I have the honor to refer to this Embassy’s telegrams Nos. 
129, February 23, 1 [3] p. m., 144, March 1, 10 a. m. and 268, April 17, 
10 a. m., all dealing with war conditions in China’s northwest, and 
to enclose in this relation a copy of an article ® on the subject “The 
Northwest Fights”, which relates some of the observations, impres- 
sions and experiences of Mr. Andrew T. Roy, an American citizen 
affiliated with the University of Nanking, who together with two other | 

_ Americans, Dr. Robert Brown and Miss Joy Homer, toured various 
areas in southwestern Shansi and southeastern Shensi during the 
month of May 1939. The group interviewed General Yen Hsi-shan 
at his headquarters at Ichuan, Shensi, and Mao Tse-tung and other 

Chinese communist leaders at Yenan, as well as the Shensi provincial 
authorities at Sian. | 

Mr. Roy’s account, like the observations contained in the telegrams 
under reference, reflects an atmosphere of optimism, confidence and 
hope for the Chinese cause in the northwest. It portrays the birth 
among the Chinese of a new spirit of self-reliance and resolution born 
of adversity; it once more evidences an amazing ability on the part 
of the Chinese to adapt themselves to kaleidoscopic changes on con- 
ditions and circumstances and to overcome the numerous difficulties 
confronting them; it indicates that they have devised plans for meet- 
ing Japanese aggression and that creditable if unspectacular results 
are being obtained through pursuance of these measures; and lastly 
it fortifies the conviction that the Japanese have a very formidable if 
not insuperable task before them in attempting to eradicate the spark 
of resistance in Shansi. The evident failure of Japanese military 
operations in Shansi thus far in 1939, notably the attacks on the 
Chinese bases at Wutai and in the Chungtiao mountain range of south 
Shansi, and their repeated failures to cross the Yellow River into 
Shensi, are eloquent testimony of the magnitude of the difficulties with 
which they are beset in that area. 

Not reprinted. 

278040—55 13
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Mr. Roy’s comment concerning the status of relations between the 
National Government and Chinese communist authorities (see pages 
97-29) is of particular interest and is added evidence of the seeming 
genuine desire of the Chinese communists to cooperate with the 
Kuomintang both during and after the present war in the building of 
new China under a democratic form of government. The sole 
desiderata of the Chinese communists appear to be that they be ensured 
of the right to maintain their party organization and carry on politi- 
cal activities without restrictions; in other words, they desire to be 
placed on.a basis of unrestricted equality with the Kuomintang as an 
internal political organization. The feeling here at Chungking 
among informed observers is that General Chiang Kai-shek, who has 
at various times since the outbreak of hostilities voiced his scorn of 
certain sections of the Kuomintang for their ineptness and reactionary 
conservatism, is likely to work for some such peaceful solution of the 
Kuomintang-communist dilemma. But it is only natural to think 
that certain influential elements in the Kuomintang will exert every 
effort to sabotage cooperation between the two organizations and will 
bend their power to ensuring the continuance of the Kuomintang as 
the sole ruling organ and, of course, of their own positions of influence. 
It is not at all unlikely that the Generalissimo may find it necessary 
to liquidate these latter elements in the Kuomintang if he is to proceed 
unhindered with the work of national reconstruction. | 

Respectfully yours, Nzexson Truster JOHNSON 

798.94 /15263 

The Ambassador in China (Johnson) to the Secretary of State 

No. 269 | CuHuNGKING, July 11, 1939. 
[Received July 29.] 

Sim: I have the honor to enclose as of possible interest a copy in 
translation “ of the text of a radio speech delivered by Chou En-lai 
at Chungking on May 31, 1939 on the subject “The Center of Impor- 
tance in the Second Stage of the War of Resistance”. The Depart- 
ment will recall that Chou is an influential member of the Chinese 
communist party, that he was instrumental in obtaining the release 
of General Chiang Kai-shek at Sian in the closing days of 1936, that 
he is at present Vice Director of the Political Affairs Board of the 
Military Affairs Commission, and that since the beginning of the pres- 
ent Sino-Japanese conflict he has served in a liaison capacity between 
the National Government and Chinese communist authorities. It is 
common knowledge that he is the one leading Chinese communist who 
enjoys the respect and confidence of the Generalissimo. 

“Not printed.
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It is well known that Chou’s views on political and military strat- 

egy command respect in Chinese circles. Moreover, he is regarded 

as competent to discuss the problems of the so-called “occupied areas” 

because that today is his special field of activity and because he has 

recently returned to Chungking from an extensive tour of investi- 

gation of the war areas of Chekiang, Kiangsu and Anhwel. 

The burden of Chou’s address is to point out that in the second 

stage or period of the conflict (which is regarded as having com- 

menced with the fall of Hankow and Canton in October 1938) the 

main theater of operations is no longer on the main fronts where 

the opposing armies face each other but in the areas behind the Japa- 

nese lines. Chou asserts that having failed to crush Chinese military 

resistance or to persuade the Chinese people to accept peace terms, 

the Japanese militarists have been driven to a third alternative, name- 

ly, reconstruction in the “occupied areas” to the end that the resources 

of these areas may be utilized to overcome the existing military dead- 

lock and to accomplish the Japanese object of creating a “new order” | 

of their own fashioning on the Asiatic mainland. Chou considers it 

significant that Japanese activities have centered in the “occupied 

areas” during the past six months, including the conducting of ex- 

tensive military campaigns looking to pacification of the guerrillas 

and the development of puppet regimes, and comes to the conclusion 

that these moves have not come up to the expectations of the Japa- 

nese. He utters a warning, however, that the Japanese militarists 

may be expected to exert even greater efforts in this direction in the 

future, and accordingly exhorts the Chinese people to frustrate the 

Japanese strategy through wide development of guerrilla warfare 

and the resultant exhaustion of the Japanese. To achieve the former 

he calls for the development of additional guerrilla bases in the “oc- 

cupied areas” and for the accomplishment of the latter he advocates 

the continuous harassment of the Japanese on all fronts. Chou be- 

lieves this policy can be executed and calls upon the Chinese people 

to cooperate in the building of bases behind the Japanese lines in order 

to defeat the Japanese through the policy of attrition. 

There is also enclosed a copy of extracts from a message,“ as pub- 

lished by the Central News Agency, issued by General Chiang Kai- 

shek to the people of the “occupied areas” on the occasion of the second 

anniversary of the Lukouchiao incident. This message also empha- 

sizes the importance of the “occupied areas” and the part they must 

play in the future stages of the conflict. 
It is the Embassy’s observation that there is an obviously increasing 

tendency on the part of the Chinese to divert their military strength 

from frontal warfare to guerrilla tactics and that this movement is 

“* Not printed.



192 FOREIGN RELATIONS, 1939, VOLUME II 

gaining impetus with the passage of time. It is the strategy which 
the Chinese communists have been advocating since the commence- 
ment of hostilities and which appears to have been adopted by the 
Chinese high military command following the significant military con- 
ference held at Heng Shan in November 1938. Reference to the 
speeches of General Chiang Kai-shek in the earlier stages of the con- 

| flict will show that he had the policy of guerrilla tactics in mind and 
that he was only waiting the development of a set of circumstances, 
such as the loss of China’s most important lines of communications 
and industrial centers and of Japanese penetration into the interior 

| and dispersion of troops, to put such a policy into effect. It is be- 
coming increasingly apparent, as Chou En-lai so clearly points out, 
that the outcome of the Sino-Japanese conflict will be decided in large 
measure by future developments in the “occupied areas”; and it seems 
equally clear that the trend of these developments will be dependent 
to a large extent upon the skill and efforts of the Chinese themselves 
in waging guerrilla warfare. 
Respectfully yours, — Newson Truster JoHnson 

793.94119/553 : Telegram 

The Consul General at Shanghai (Gauss) to the Secretary of State 

SHanewal, July 12, 1939—1 p. m. 
_ [Received July 12—10: 40 a. m.] 

590. Wang Ching Wei’s activities. From a well informed Chinese 
having contacts with the Japanese the following interesting but un- 
confirmed information has been received. A conference was convened 
at the Japanese Consulate General here on J uly 8 at which Wang 
Ching Wei, representatives of the J apanese Military and Naval Head- 
quarters in Central China, Japanese diplomatic and consular officers 
and representatives of the “Reformed” [and] “Provisional” govern- 
ment[s] were present. At this conference it was decided, first, that 
a more extensive “peace” movement should be undertaken before the 
actual establishment of a new central government the inauguration 
of which would be postponed for several months; second, that there 
should be a preparatory propaganda period during which peace 
propaganda should be disseminated over as wide an area as possible ; 
third, that following this period a so-called ““people’s conference” 
should be convened which should create and select representatives 
to participate in a “peace assembly”; fourth, that the “assembly” 
should request Wang Ching Wei to become its chairman which office 
he would accept; and, fifth, that the “peace assembly” should issue 
manifestoes expressing the sincere desire of the Chinese people for
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peace, should issue telegraphic appeals to the various foreign powers 

stressing the widespread desire among the Chinese people for a, cessa- 

tion of hostilities and should request the powers to cease giving as- 

sistance to the National Government. According to the informant 

mentioned, the Japanese anticipate that the carrying out of this pro- 

gram will probably take from 2 to 3 months and was decided upon as 

likely to be more effective vis-4-vis the foreign powers and the Chinese 

people from whom. it will purport to originate than the issuance of 

a peace appeal by a new central government. 

Repeated to Chungking, Peiping and Nanking. Air mail to Tokyo. 
Gauss 

740.00/1890; Telegram 

The Secretary of State to the Chargé in Japan (Dooman) 

WasHineton, July 12, 1939—6 p. m. 

194. 1. On occasion of Japanese Ambassador’s call on July 10% 

he expressed a desire that I comment on the question, raised by My. | 

Arita ® with Mr. Grew, of action by our two Governments directed 

toward averting war in Europe. I told him that we regard the preser- 

vation of peace of such supreme importance to the future of all nations 

that we make a distinction between peaceful countries, without refer- 

ence to their form of government, and countries which are threatening 

military conquest; that we will collaborate with every peaceful nation 

and have indicated our desire to cooperate in every practicable way 

toward peace and toward a restoration to normality of international 

finance and commerce; and that we have made earnest pleas to the 

nations of Europe looking to the adjustment by peaceful means of 

their economic and other relations. I intimated that, while Japan 

might itself have made or may be making similar efforts, inasmuch 

as it might appear to other nations that Japan is engaged in military 

operations for purposes of conquest, Japan might, by bringing this 

situation to an end, exercise its fullest influence along with the United 

States and other countries in efforts to discourage aggression in other 

parts of the world. 

The Ambassador made no particular comment other than to refer 

to and deny reports that Japan might enter into a military pact with 

Germany and Italy. 

2. The Ambassador said also that he would be interested in any- 

thing that I might have to say in regard to this Government’s concern 

over the possible detriment to American interests arising from possible 

® See memorandum of July 10, Foreign Relations, Japan, 1931-1941, vol. 1, 

P  Hachiro Arita, Japanese Minister for Foreign Affairs.
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Japanese policies for permanent control over China and in regard to 
the reported apprehension of this Government that the Japanese occu- 
pation of Hainan is part of a plan of permanent military conquest, 
subjects which the Ambassador said had been mentioned to Mr. Grew 
by the Japanese Foreign Minister shortly before Mr. Grew left Tokyo. 

In regard to the first point I referred to the fact that for 6 years I 
had been urging upon his Government the view that the world was 
large enough for all nations and that great progress of the whole world 
would flow from cooperation along progressive and mutually helpful 
lines. 

In regard to the second point I said that while existing American 
rights and interests in the Far East are very important a paramount 
consideration was whether all of China and the adjacent islands were 
to be disposed of by Japan as was Manchuria, with the observance of 
treaties abolished, international law destroyed and the door shut and 
locked except as to preference for Japanese subjects. I said that I 
need not speculate upon how Japan would feel if it were announced 
that the western hemisphere and a part of Europe were to be foreclosed 
against Japan in asimilar way. I observed that the interference which 
was taking place beyond all possible military requirements with the 
rights and interests of third power nationals all over China aroused 
resentment of the governments whose nationals are thus affected, that 
Japanese businessmen were being permitted to step in to the places of 
American and other businessmen who were being obliged to abandon 
their businesses, and that it was these circumstances and indications 
which gave rise to American apprehension that, as the “Manchuria- 
izing” of all China proceeded, American rights and interests might be 
permanently jeopardized or held in abeyance by Japan. 

I also pointed out, speaking from my viewpoint, that efforts by any 
nation to dominate a large part of the world could result only in dis- 
aster to all and that I had endeavored for 6 years to urge this general 
idea upon Japanese statesmen. | 

Huu 

793.94119/556 : Telegram 

Lhe Counselor of Embassy in China (Lockhart) to the Secretary 
of State 

Perrine, July 15, 1989—9 p. m. 
[Received July 15—8 p. m.] 

800. Dr. Leighton Stuart has left (accompanied by Philip Fu) 
Peiping for Chungking at the instance of Dr. H. H. Kung." Some 

“ Chinese Minister of Finance.
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significance may be attached to this visit especially since it is under- 

stood that Kita and Wang Keh Min are cognizant of the visit and that 

Kita is using Stuart as a means of communicating views (believed to 

relate to possible peace terms) to Kung and/or other responsible Chi- 

nese officials. : 

Repeated to Chungking. 
~ LocKHART 

898.00/14411 a 

The Ambassador in China (Johnson) to the Secretary of State 

No. 280 CHuNGKING, July 18, 1939. 

| [Received August 5.] 

Sm: With reference to the Embassy’s telegram to the Department 

No. 174, dated March 18, 1939, 5.00 P. M.,% regarding the “National 

Spiritual Mobilization” program, on the success. of which General 

Chiang Kai Shek has said “the fate of the nation” depends, I have the 

honor to observe that to date efforts to put the program into effect on a 

national scale appear to have been negligible; that while the program 

has evoked a response among certain Chinese in the International Set- 

tlement at Shanghai, it seems to have aroused little interest among 

officials at Chungking; that there is reason to believe that one of the 

program’s objectives is to counteract Communist influence through 

“mobilization of the masses” under Kuomintang auspices; that the 

program may, if carried out along lines originally indicated, tend to 

foster nationalistic spirit, but that it is doubtful whether it will add 

greatly to the spirit of resistance inspired by the example of General 

Chiang, and by resentment against the Japanese aroused among people 

who have suffered at their hands. : | 

[Here follow details of program.] . 

On the other hand, it is quite apparent that the success of the Com- 

munists, and of provincial leaders such as Marshal Yen Shih-shan in 

Shansi and Generals Pai Chung-hsi and Li Tsung-jen in Kwangsi, in 

“mobilization of the masses” has not gone unnoticed by members of the 

Kuomintang, and the belief that one of the objectives of “National 

Spiritual Mobilization” is to make China safe for the Kuomintang 

is entirely plausible when one considers the emphasis placed on loyalty 

and obedience to the Kuomintang in the handbook previously referred 

to. The deep-seated antipathy to the Communists entertained by cer- 

tain Kuomintang leaders lends further credence to this theory. 

Opposition to, and distrust of the Communists found in Kuomin- 

tang circles is exemplified by remarks made to a member of my staff 

* Not printed.
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by the Deputy Secretary-General of the Central Executive Committee 
to the effect that the party would endeavor to make use of the Com- 
munists as long as hostilities lasted, but that no pains would be spared 
to prevent the Communists from gaining power sufficient to threaten 
the position of the Kuomintang—especially after the war; and that 
having been associated with Mao Tse-tung and other Communist 
leaders in Canton in 1925, he was convinced that their ultimate aim 
was to destroy the Kuomintang. The “spiritual mobilization” pro- 
gram thus offers a possible means of increasing the power of the 
Kuomintang in all areas not under the direct control of strong regional 
leaders, such as the Communists and Marshal Yen. In this connection, 
there is reason to believe that if both the Kuomintang and the Com- 
munists survive the present hostilities there is a prospect of a bitter 
struggle between the two groups for control of post-war China. 

That there is serious friction between National Government au- 
thorities and Communists in Shansi is clearly indicated by American 
observers returning from that region—one of whom was there barely 
amonth ago. For the time being, however, the Kuomintang is making 
no attempt to force its “spiritual mobilization” program on either 
the Communists or Marshal Yen’s followers. Thus in Shansi and 
Shensi “spiritual mobilization” is carried on without benefit of the 
Kuomintang. | 

The most useful purpose of the program in its present stage of de- 
velopment appears to be to dramatize and explain in language easily 
understood, through the medium of the “National Pact”, the things 
which a patriotic Chinese should not do. If the oath is taken seri- 
ously by all Chinese in unoccupied areas, and by as many as can be 
reached in the occupied areas, it may tend to counteract the effects of 
war-weariness and apathy which are bound to undermine morale if 
the “Second Period of Resistance” lasts too long. It is too early, 
however, to judge the extent to which the “National Pact” is in- 
fluencing the masses. 

In the light of the foregoing considerations it is difficult to believe 
that the “National Spiritual Mobilization” program has, since its 
inception, had any material effect on the prosecution of the war, or 
that it is, in its present form, likely to have any profound influence 
on the outcome of hostilities. Partisan politics, lack of effective 
means of propaganda, the individualistic natures of government offi- 
cials and of the man in the street—all constitute obstacles not easily 
overcome under present conditions. 

It must not be forgotten, however, that “spiritual mobilization” of 
a really effective sort is inspired by the leadership of General Chiang, 
and by the resentment against the Japanese aroused among people
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who have suffered as a direct result of the invasion of China. The 

Chinese who are resisting the Japanese invasion—either by force of 
arms or through obstructionist tactics at which they are so adept, 
realize that resistance is costly and painful, but appear convinced that 
living under Japanese rule would be even more painful. Whether the 
“National Spiritual Mobilization” program under discussion succeeds 
or not—as a propaganda campaign—there is no reason to believe that 
the spirit of resistance growing out of resentment against the Japa- 
nese and their methods will not continue to constitute the most potent 
of all the forces now operating to create a strong national spirit in 
China. | | | 

Respectfully yours, Netson Truster JOHNSON 

793.94119/558 : Telegram 

The Ambassador in China (Johnson) to the Secretary of State 

Cuunexine, July 21, 1939—9 a. m. 
[Received 9 a. m.] 

450. Peiping’s 350, July 15,1[9] p.m. Hollington Tong ® came 
to see me yesterday and said that in order to dispel any misunder- 
standings that might arise over the prospective visit of Stuart he had 
been instructed to inform me that Stuart was not coming to Chung- 
king to discuss peace. He said that Stuart had written saying that 
there were methods whereby Wang Ching Wei might well be pre- 
vented from becoming a puppet of Japanese and Dr. Kung, as was 
known to me, had invited Stuart to come to inform Chungking of 
these methods. He said that for some time Wang Keh Min had been 
anxious to leave Peiping and that Chungking was trying to help him. 
I inferred that Wang Keh Min was known or believed in Chungking 
to be cognizant of the purpose of Stuart’s visit. 

Tong said that on a visit which Stuart had made last year he had 
brought peace suggestions in which Wang Keh Min was then inter- 
ested but that Chiang had said to Stuart in his presence that there 
were only two possible outcomes of the Sino-Japanese difficulties, suc- 
cess or failure for China and that he, Chiang, placed anything short 
of success in the category of failure. I inferred that he meant that 
Chiang did not intend to make peace by compromise. Tong stated 
that it was the intention of the Chinese Government to inform the 
United States Government should peace be discussed. 

Repeated to Peiping. 

J OHNSON 

® Chinese Vice Minister for Information.



198 FOREIGN RELATIONS, 1939, VOLUME III 

793.94119/559 : Telegram 

The Ambassador in China (Johnson) to the Secretary of State 

| Cuunexine, July 24, 1939—-1 p. m. 
| | [Received July 24—8: 50 a. m.] 

457. I saw Stuart yesterday who is here on invitation of Kung 
(reference my telegram 450 July 21, 9 a. m. and Peiping’s 350, 
July 15, 1 [9] p.m.) and he confirmed Tong’s statement that he is not 
here with peace proposals. He allowed me to infer that he was here at 
Kung’s invitation and really did not know what he or Chiang might 

have in mind. I suspect that he is interested in trying to help Wang 
Keh Min leave Peiping. He stated, in the course of conversation re- 
garding Wang Ching Wei, that Japanese scheme for latter was for 
him to attempt to lure followers from Central Government with funds 

supplied by Japanese from customs moneys and later to start a civil 
war against Chiang, the idea being that foreign governments would 
have to give de facto recognition to his government as they had to such 
governments in the past. 

- Repeated to Peiping. | 
| | | J OHNSON 

761.98/1666 : 

The Chargé in the Soviet Union (Grummon) to the Secretary of State 

No. 2517 | Moscow, July 27, 1939. 
[Received August 22. | 

Siz: I have the honor to inform the Department that ... here, 
called recently at the Embassy and furnished certain information in 
strict confidence relating to Soviet Policy in the Far East. 

. . . asserted on the one hand that China is obliged because of 
its relative weakness to endeavor to obtain as much assistance as 
possible from the Soviet Union, and that China is grateful for the aid 
which has been rendered by that country. He declared on the other 
hand that responsible Chinese leaders entertain no illusions as to the 
real aims of the Soviet Union, namely, as he expressed it, “to render 
no more assistance to China than is sufficient to enable it to continue 
the war with Japan”. For instance, he said, when China requests a 
thousand Soviet airplanes for the purpose of striking a decisive blow 
in the air it receives a hundred. 

In respect of assistance in the form of trucks, . . . asserted that 
two years ago the Soviet authorities informed China that the Soviet 
Union did not possess a sufficient number thereof for its own needs
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and that consequently no aid of this nature could be rendered. Since 
that time, he stated, no trucks have been delivered to China. It is not 
unlikely, he added, that the Soviet Union has been unwilling to 
deliver trucks because China has not been able to comply with the 
Soviet Union’s request for certain Chinese raw materials. China, he 
continued, is still able to pay, in part at least, for its purchases from 
the Soviet Union in the form of cotton and tea, but has not been able 
because of war conditions to furnish the Soviet Union, as requested 
by the latter, tungsten, antimony, and a number of other minerals 
found in China. _ | BO 

In reply to an inquiry as to whether he could give any figures re- 
garding the number of airplanes which the Soviet Union has already 
furnished China, he replied that the various secret Chinese missions | 
which have been sent to Moscow for the purpose of arranging such 
transactions have been requested by the highest Soviet authorities to 
hold such information in the strictest secrecy. He intimated that even 
he is not kept fully informed in respect of Soviet military assistance 
to China. Moreover, he complained that he had never visited a Soviet 
airplane factory, that he was not able to arrange meetings with the 
higher Soviet military officials for the purpose of discussing matters 
of importance, and that only members of the special Chinese missions 
were able to have any real contact with the highest Soviet officials. 

In reply to a question as to whether he considered that. the Soviet 
Union’s principal interests now lie in the Far East, he returned that 
such was his opinion. He noted in this connection that the Soviet 
Union is endeavoring not only to develop as rapidly as possible indus- 
trially and agriculturally its own territory in the Far East, but is also 
constantly strengthening its hold on Chinese territory such as Outer 
Mongolia and Sinkiang. In this connection he stated that the Soviet 
authorities had frankly admitted to the Chinese officials about two 
years ago that for twenty years at least China could rest assured that 
the Soviet Union would not undertake offensive action in the Far 
East and would not seize directly any Chinese territory, but 
that subsequently “China would have to look out for itself”. 
. .. then ventured the opinion that perhaps in the not too distant 
future the Soviet Union would replace Japan as “enemy No. 1” in the 
Far East largely as a result, as he pointed out, of “the growing 
military power of the Soviet Union and the latter’s increasing 
economic and military development both in Russian and non-Russian 
territory”. 

Respectfully yours, Stuart KE. GrumMon



200 FOREIGN RELATIONS, 1939, VOLUME III 

740.00/1991 : Telegram | , oo 

The Chargé in Japan (Dooman) to the Secretary of State — 

| Toxyo, July 31, 1939—11 p. m. 
: [Received July 31—4: 10 p. m.] 

376. Instruction No. 1767 of July 8 transmitting the text of the 
reply ® to the Prime Minister’s message ™ has been received and as 
directed I submit comment as follows: 

1. The text of the proposed reply combines frankness with meas- 
ured language and seems to me to be perfectly clear. As it addresses 
itself specifically to the Prime Minister’s formal message delivered 
through Mr. Grew there occurs to me no suggestion for change in 
the text. | | 

2. With regard to the question of opportuneness I have no doubt 
whatever that the reply, if delivered now, would heavily emphasize 
the impression in official circles as elsewhere in Japan that the United 
States has now initiated a definitely positive attitude toward Far 
Eastern problems. If that is the effect which the Department desires 
to obtain the sooner the reply is delivered the more effective it will be. 

3. Although I have carefully studied the draft reply in the light 
of the Department’s 196, July 13, 6 p. m.,” I desire the Department’s 
further guidance as to what I should say to the Prime Minister con- 
cerning his definite proposal with regard to the holding of an inter- 
national conference to be called by the President to discuss problems 
causing world unrest including Far Eastern problems. It has been 
quite definitely suggested to me that the message which was handed 
to Mr. Grew and which contained no concrete proposal was intended 
as an opening for the move which the Prime Minister made a few 
days later when he asked that I communicate his proposal in the 
strictest confidence to you and the President. 

4, I lay before the Department the following suggestion as to 
procedure on this last point (a) if notwithstanding the invitation in 
the draft reply for “further information” the Department does not 
desire to explore the proposal for an international conference that I 
invite the Prime Minister to read between the lines of the reply which I 
am to hand to the Foreign Minister; or (0) if the Department is in 
process of studying the proposal, that I so inform the Prime Minister 
and add that the reply which I am to hand to the Foreign Minister 
is addressed only to the message delivered to Mr. Grew and that a 
reply to his proposal will be forthcoming in due course. 

Dooman 

” Foreign Relations, Japan, 1931-1941, vol. u, pp. 5, 6. | 
wide jelegram No. 234, May 18, 5 p. m., from the Ambassador in Japan, 

" @N ot printed.
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740.00/19911: Telegram 

The Acting Secretary of State to the Chargé in Japan (Dooman) 

_ Wasuinerton, August 1, 1939—8 p. m. 

235. Your 876, July 31, 11 p. m. 
1. The Department has re-examined the text of the proposed reply 

in the light of the comments contained in your telegram under ref- 
erence. Although we can appreciate that some of the statements 
contained in the reply, if taken by themselves, might tend toward 
creating an impression somewhat along the lines suggested in your 
paragraph numbered 2, it does not seem to us that the message viewed 
as a whole need give or emphasize the impression which you estimate 

_ that it would. We therefore would welcome further clarification 
of the thought suggested in the first. sentence of your numbered 
paragraph 2. a | 

2. In the view of the Department our proposed message answers 
both the Prime Minister’s message handed to Mr. Grew and the 
Prime Minister’s subsequent proposal communicated through you 
which we construe as an elaboration of the message. As stated in 
the Department’s 196, July 13, 6 p. m.,” our reply thus includes 
indication of our general reaction to the views reported in your 242, 
May 23, 11 p. m. | | 

3. As the matter appears to the Department, neither of the alterna- 
tive procedures suggested in your numbered paragraph 4 need be 
adopted. We believe that the reply needs no explanatory comment 
and that when you deliver it you should make no interpretative com- 
ment other than to say, if expressly asked, that the reply is meant 
to cover both the Prime Minister’s written message and his statements 
reported in your telegram no. 242, May 23, 11 p. m. 

4, The Department is sending you by separate telegram ™* the text 
of a slight change which the Department desires be made in the 
text of the reply. 

5. Upon receipt from you of the clarification requested in para- 
graph 1 above, the Department will expect to send you definitive 
instructions with regard to the question of when the reply should be 
delivered. 

WELLES 

** Not printed. 
4 No. 239, August 2, 1939, 9 p. m., not printed. |
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740.00/2007 : Telegram . 

‘The Chargé in Japan (Dooman) to the Secretary of State 

Toxyo, August 3, 1989—4 p. m. 
[Received August 3—10: 45 a. m.] 

384. Department’s 235, August 1, 8 p. m. | 
1. Before proceeding to clarify the point discussed in paragraph 1 

of the Department’s telegram under reference I must correct a mis- 

understanding which I have inadvertently permitted the Department 

to form by failing to stress that it has been represented to me, and 

I believe correctly, that knowledge of the Prime Minister’s proposal 

with regard to an international conference is confined only to his 

entourage. (Please see last two sentences page 8 of despatch No. 3936, 

June 7). That the Foreign Minister has no knowledge of this 

project is strongly indicated by the fact that both he and the Vice 

Minister, hearing that I had been received by the Prime Minister, 

asked me on separate occasions what the Prime Minister had to say 

(I referred them to the Prime Minister). I believe that this fact 

will serve to explain my feeling that the Prime Minister’s personal 

and confidential move merits a reply separate from the official reply 

to his official message. | 
9. With regard to the point which I am desired to clarify, 1 am 

strongly impressed by the primary significance which is generally 

attached in Japan to the fact that notice of termination of the com- 

mercial treaty ® was given by the United States without prior intima- 

tion as there would have been had the action been motivated im large 

part by economic considerations. The deduction that the motivating 

considerations were political in character is confirmed by noting 

American press and other popular reaction to the notice of termination. 

IT find no dissent either in the press or among individual Japanese 

from the conclusion that the recent American action inaugurated a 

positive American attitude. There is, however, complete uncertainty 

as to the compass of issues which might cause the United States to 

give effect to that attitude by further decisive action and conversely 

silent on field within which American and Japanese policies can be 

respectively pursued without conflicting with each other. Every ac- 

tion and statement of Chinese attitude is now being microscopically 

examined in the hope of finding a clue towards solving these questions. 

% Wor extracts of despatch, see p. 43; the sentences referred to (not printed) 

stressed “the importance of keeping a profound secret the forthcoming talk” with 

the Japanese Prime Minister, whose “political position was reasonably secure, 

but that the alignment of factions within the Government over European policy 
was so delicate as to require that the Prime Minister act very cautiously.” 

7 For note to the Japanese Ambassador dated July 26, see p. 558; for treaty of 
February 21, 1911, see Foreign Relations, 1911, p. 315.
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3. Lrealize that there are considerations leading to the action taken 

by our Government last week which fall entirely outside the field 

of my observation and which made necessary a step obviously falling 

within the realm of high policy. But I feel that before this corre- 

spondence is closed I should record my estimate of the effects which 

will be produced by delivery of the reply in the form decided upon 

by the Department. I believe that the reply would be interpreted 

(a) by the Japanese Government as an indication that the attitude 

now taken by the American Government requires the termination of 

the conflict with China as a condition precedent to the betterment by 

Japan of her relations with the United States; and (6) by the Prime 

Minister as a closing of the door to insure peace in the Far Hast. 

a Dooman 

740.00/2007 : Telegram | 

The Acting Secretary of State to the Chargé in Japan (Dooman) 

oo --Wasuinoron, August 4, 1939—3 p. m. 

949. Your 384, August 3, 4 p. m. - 

1. With reference to your suggestion that the Prime Minister’s 

personal and confidential move merits a reply separate from the 

written reply to his written message, we feel that as his move was 

made orally you might, subsequent to the delivery of our written reply, 

indicate to him or to some appropriate official in his immediate en- 

tourage that, in view of the statement contained in your numbered 

paragraph 1 of your 242 of May 23, 11 p. m., we construed his pro- 

posal as an elaboration of his message and for this reason the written 

reply thus includes indication of the reaction to the Prime Minister’s: 

confidential views. 
9. We find it difficult to understand your statement that knowledge 

of the Prime Minister’s proposal is probably confined to the Prime 

Minister’s entourage in the light of the statement made to you by the 

Polish Ambassador as reported in your 265, June 8, 7 p. m.,” that 

the Foreign Minister had informed the Polish Ambassador that the 

views of the American Government in regard to the possibility of 

Japan and the United States collaborating to bring about a détente 

in Europe were being explored. Also, the British Government some 

time ago approached the Department and stated that it had heard a 

report along this line and inquired as to the attitude of this 

Government. | 

3. It would appear from your comment that it is the reaction in 

Japan to the action of this Government in giving notice of intention 

® Ante, p. 45.
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to terminate the commercial treaty, rather than anything in the tone 
7 or contents of the proposed reply itself, which, if the reply should be 

delivered now, would in your opinion be likely to emphasize the im- 
pression that the United States has now initiated a definitely positive 
attitude toward Far Eastern problems. The reply was prepared a 
number of weeks ago and was addressed solely to the contents of the 
Prime Minister’s message as amplified by his subsequent comment. 
It is realized, however, that the reply, although it has no reference . 
to the question of treaty termination, might, if delivered now, tend 
to cause the reactions you anticipate. In as much as it has not been 
and is not the Department’s intention that the reply be interpreted 
as related to the question of treaty termination the Department au- 
thorizes you to withhold its delivery for a short time if in your judg- 
ment such delay would be likely to render the reply less susceptible 
to such interpretation. 

4. When delivering the reply please bear in mind the Department’s 
desire, as indicated in the last paragraph of the Department’s mail 

_ Instruction No. 1767 of July 8 ” that the reply be regarded as strictly 
confidential. CS 

| WELLES 

740.00/2015 : Telegram 

The Chargé in Japan (Dooman) to the Secretary of State 

Toxyo, August 5, 1989—9 p. m. 
[Received August 5—12:45 p. m.] 

3889. Department’s 242, August 4, 3 p. m. | 
1. I very greatly appreciate the authorization granted me by the 

Department to make or convey to the Prime Minister the explanatory 
statement indicated by the Department. | 

2. With regard to the question raised by the Department in the 
| second paragraph of its telegram under reference I do not have the 

impression from anything said to me by the Polish Ambassador during 
our conversation on June 8 or in any subsequent conversation that the 
Foreign Minister had told him anything on that subject which does 
not lie within the four corners of the message handed to Mr. Grew on 
May 18. ‘That message was indeed an effort to explore the possibility 
of an American-Japanese détente in Europe but does not itself go so 
far as to propose for consideration as the Prime Minister did subse- 
quently to me the calling of an international conference to discuss 
business interests as well as European problems. With regard to the 
inquiry at the Department of the British Ambassador, Craigie asked 
me about 2 months ago whether I could clarify a report he had heard 

" Foreign Relations, Japan, 1931-1941, vol. n, p. 5.
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(presumably from the Polish Ambassador) to the effect that the 

Japanese Government had approached our Government with regard 

to the situation in Europe, and I replied that as the Department alone 

was in a position to decide whether any information on this matter 

should be given to the British Government, inquiry would best be 

made in Washington. | 

3. The Department will note from our immediately following tele- 

gram * that the timing of the delivery of the reply has been further _ 

complicated by reported important developments in Tokyo. My in- 

clination is to withhold action for the present. 
Dooman 

740.00/2025: Telegram | . | 

The Chargé in Japan (Dooman) to the Secretary of State 

| Toxyo, August 8, 1939—4 p. m. 

[Received August 8—9:38 a. m.] 

393. Our 389, August 5, 9 p. m. Oe 

1. The Prime Minister’s personal adviser called on me at 9 o’clock 

this morning. He said that he had just seen the Prime Minister who 

had expressed desire to receive as soon as possible the Secretary’s reply. 

I told Mr. Fujii that I had been in a position since yesterday to deliver 

the reply to the Foreign Office but that 1 had informed the Depart- 

ment that in view of internal Japanese political developments I was 

inclined to withhold action for the present. I added, however, that 

as the Prime Minister had expressed desire to have the reply as soon 

as possible I would deliver it at once to the Foreign Office. I asked 

Fujii to call again at noon. I thereupon delivered the reply in person 

to Yoshizawa” who received the document without comment for 

delivery to the Foreign Minister. Upon my return from the Foreign 

Office Fujii called again. I gave him a copy of the reply and said that 

it included, for the reasons specified in paragraph 1 of the Depart- 

ment’s 242, August 4, 3 p. m., indication of the Secretary’s reaction of 

[to?] the Prime Minister’s confidential views. 

9. Fujii’s comment was that the reply seemed to be addressed to the 

Prime Minister’s written message and, looked at in that light, would 

he thought be well received by his principal. He said that he would 

see the Prime Minister again this evening after the Five-Minister 

Conference (called to discuss the alliance with Germany and Italy). 

3. I marked the reply strictly confidential and told both Yoshizawa 

and Fujii that it was not to be published. 
Dooman 

78 No. 390, August 5, 10 p. m., p. 47. 

® Director of the American Affairs Bureau, Japanese Foreign Office. 

278040—55——14
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793.94/15306 : Telegram | a | 

Lhe Ambassador in China (Johnson) to the Secretary of State 

| Cuunexine, August 13, 1939—9 a. m. 
| 7 [Received August 14—1:25 p. m.] 
495. Despite fluidity of events and difficulty of appraisal of facts I 

offer following comments as personal reactions since my return from 
leave. : 
From a military point of view it is apparent that the land forces of 

China and Japan are at a deadlock. Since the beginning of the year 
the Japanese army of occupation has been vainly endeavoring to 
advance its control in Shansi, Hopei, Shantung and northwestern 
Hupeh. It is evident that the Japanese garrison army south of the 
great wall (believed to number about a million men) has all it can 
do to hold what it has without extending its holdings and that addi- 
tional reinforcements of perhaps an equal number of men will be 
needed to accomplish Japanese occupation of Shansi Province, Shensi, 
Kansu, Szechuan, Chekiang, Kiangsi, Hunan, Kweichow, Kwangtung, 
Fukien and Yunnan. | a 

In fact the military occupation of these mountain and remote 
western and southwestern provinces presents obstacles of both a 
physical and logistic nature which make its achievement open to grave 
doubt and it is highly doubtful whether the J apanese are willing to 
make the effort. Chinese forces do not yet show any aggressive spirit. 
They continue to remain on the defensive. Such advances as they 
have made consist generally in forays into the occupied areas with 

| little or no attempt to retake important and strategical commercial 
bases. However, the Chinese are establishing guerrilla bases in the 
war areas the importance of which cannot be minimized in future 
operations. | , 

The Japanese Navy has been tightening its hold on the coast with 
the intention of closing Chinese ports against further exportation of 
Chinese products. This is progressively affecting the ability of Chi- 
nese to sell their products and obtain foreign exchange for use in 
purchase of goods abroad although exports through Indo-China and 
Burma show some increase. The ability of the Japanese Navy to 
plug up all of the leaks is open to doubt as long as Hong Kong and 
Shanghai remain open as collecting and forwarding centers. 

Financially the Chinese Government is practically at the end of 
its domestic financial resources. The small fund advanced by Great 
Britain for use as a stabilization fund to maintain exchange has 
been exhausted in the attempt to maintain Chinese currency in the 
occupied areas. Efforts by the Chinese Ministry of Finance to obtain 
French and American participation in this method of supporting the
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Chinese national currency have failed. The result is that the Chinese 

Government has, to all intent and purposes, abandoned the Chinese 

dollar in the occupied areas and Chinese economists and financiers are 

discouraged, feeling that such abandonment will react seriously upon 

the loyalty of Chinese in the occupied areas, compel them to accept 

Japanese sponsored currency for their products and thus help to es- 

tablish that currency upon exchange derived from the sale of Chinese 

| products shipped abroad. | 
This, of course, opens up a fruitful field of speculation as no one is 

able to foresee just how long and to what extent the Japanese Govern- 

ment with its own exchange problems will be able to support the 

currency of the regimes it is trying to set up in China. Japan of 

course hopes that exports from the occupied areas to countries other 

than Japan will take over the burden of this bayonet currency of the 

Japanese army of occupation but it will be some time before any 

accurate estimate can be made of the capacity of such commerce as 

may survive or be allowed to grow, apart from that which must pay 

for Japanese goods and the charges of the Japanese army of occupa- 

tion, support such currency. The fact remains however that at the 

moment some responsible Chinese leaders are considerably disturbed | 

about the financial situation, the dwindling exchange resources over 

which they have control and their ability to continue to hold the 

loyalty of the Chinese of the occupied areas where Japanese sponsored 

currency is available as against unsupported Chinese national currency. 

This attitude of discouragement was increased by the widely dis- 

seminated Japanese interpretation of the formula accepted by the 

British negotiators in Tokyo. The Chinese feared that the British 

Government might be preparing to accept Japanese aims in China as 

a fait accompli and to withdraw all support and perhaps recognition 

from the Chinese Government. The action of the American Govern- 

ment in serving notice on Japan of its intention to denounce the treaty 

of 1911 and the accompanying evidence that this action was the , 

outgrowth of a growing feeling in the United States of indignation 

over Japanese disregard of American rights and interests in the occu- 

pied areas came as an electric shock to the Chinese and has served to 

buoy them up on the belief that this action portends further steps 

of a positive character by the United States Government in defense 

of its citizens and their rights and interests in the Far East. Chinese 

leaders assume that positive action of this sort cannot but aid them 

in their resistance to Japanese aggression. | | 

It is worthy of note in connection with the Japanese instigated 

anti-British agitations in the occupied areas that the Chinese author- 

* See note of July 26 to the Japanese Ambassador, p. 558.
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ities have never, in so far as I am aware, publicly uttered any con- 
demnation of such agitation. It must be remembered that here in 
the Far East the Occidental, of whatever nationality, has a status not | 
unlike that of the Jew in eastern European countries and it may be 
expected that there will be instinctive sympathy among all peoples 
of the Far East toward these agitations against one of the Occidental 
peoples and an interest in watching its effects without implying any 
change of attitude toward the Japanese. If these agitations result 
in more positive attitudes on the part of the Occidental nations in 
their relations with Japan, all the better. In this connection I suggest 
the rereading of my telegram No. 593, September 3, 1 p. m., 1937, 
from Nanking.** | 

Domestically there appear to be a notable intensification of the long 
standing issue between the Kuomintang and the liberal and so-called 
communist groups. While all political elements among the leaders 
and people have been compelled by events to cooperate in resisting 
Japanese encroachment the leaders of the Kuomintang, responsible 
for Government policy and conduct of the defense, have shown a 
growing jealousy of the so-called communist leaders among the youth 
of the country and a tendency to increased demands of party ortho- 
doxy among their followers and the people. The Soviet Union Gov- 
ernment has never, so far as I can learn, shown any tendency or desire 
to support the so-called communist forces as against the Chinese 
National Government. On the contrary Soviet support, which has 
been considerable and which has been of material assistance to China’s 
war economy, has been given exclusively to the Kuomintang Gov- 
ernment. 

The defection of Wang Ching Wei has not yet attracted any impor- 
tant Chinese leaders from their loyalty to the Kuomintang Govern- 
ment and it is evident from reports from the occupied areas that he 
has not yet succeeded in attracting to himself any followers, mili- 
tary or civilian, of note able to bring together the occupied areas un- 
der one regime which might wage civil war against the Kuomintang 
Government and win the de facto recognition of the foreign powers. 
This is due not only to his own lack of prestige but also to the inability 
of disparate elements among the leaders of the J apanese army of 
occupation to unite on any plan that would give to Chinese a pre- 
dominant regency in such a unified government. 

The situation remains in a state of flux with the burden of proof 
still on the Japanese Army and with Chiang Kai Shek and his Kuo- 
mintang Government, which they have read out of office so many 
times, essentially in control of China despite their economic and 

Text quoted in telegram of September 6, 1937, 10 a. m., from the Consul at 
Hong Kong, Foreign Relations, 1937, vol. 11, p. 513.
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financial problems. I have consulted members of my staff in regard 

to the above and find them generally in agreement with it. 

Repeated to Peiping and Shanghai. Shanghai repeat to Tokyo. 

| J OHNSON 

793.94/15315 : Telegram | | 

The Consul General at Hong Kong (Southard) to the Secretary 

of State 

Hone Kone, August 17, 1939—noon. 
[Received 7:45 p. m.] 

962. Continuing my No. 260, August 16, 3 p. m.” Qualified ob- 

servers here report that Japanese occupation of towns and places on 

the Hong Kong-Kwangtung frontier from the Pearl River to Mirs 

Bay is apparently being with a view to some permanence and closing 

of frontier to all traffic (which in recent months has reached almost 

| normal volume) between this colony and the hinterland. Observers 

report about 2,000 Japanese troops strung along frontier. Chinese 

resistance reported negligible and there have been comparatively few 

refugees so far. Government here was previously informed by Japa- | 

nese of their intention to police frontier and no incidents are antici- 

pated although British soldiers and police have been stationed all 

along this side of the frontier. | 

Repeated to Chungking, Canton, Peiping. 
SouTHARD 

893.00/14433 

The Ambassador in China (Johnson) to the Secretary of State 

No. 306 Cuunexine, August 18, 1939. 
[Received September 5. | 

Subject: Conditions in Northwestern Provinces of China. 

Sim: I have the honor to enclose, as of possible interest to the De- 

partment, a copy of a memorandum * dealing with various recent 

developments in the Northwestern provinces of China. 

With reference to the question of recent developments in Kuomin- 

tang-communist relations*, one subject mentioned in the enclosed 

memorandum, it may be well to record that there have also been a 

few related developments in the Chungking area: (1) the Life Book 

Company, publishers of literature of a “leftist” nature, has been closed 

“Not printed. 
* See also this Embassy’s despatch No. 281, July 19, 1939. [Footnote in the 

original; despatch not printed.]
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by the authorities; (2) a considerable quantity of communistic and 
radical literature has recently been confiscated by the. authorities; (3) 
several communists and ultra-liberals are reported recently to have 
been detained by the authorities; (4) the activities of the Chinese 
Industrial Cooperatives are under close surveillance as it is feared 
that these organizations may be subject to communist influence; (5) 
Chen Li-fu, a prominent Kuomintang leader and present Minister of 
Education, is reported to be working assiduously through the Kuo- 
mintang and the Ministry of Education to popularize the Kuomintang 
with the youth of China, and the activities and organization of the 
San Min Chu I Youth Corps are being greatly expanded in an en- 
deavor to attract the youth of China from similar communist 
organizations, _ op ne 

Although various restrictions against communist political activi- 
ties have undoubtedly been increased in recent months, the Embassy 
does not feel that these activities foreshadow a severance of the close 
relations that have existed between the Kuomintang Government and 
the communists in respect of the conduct of hostilities against Japan, 
though they do indicate that concrete difficulties may be expected | 
to develop if and when the common enemy of both—J apan—disap- 
pears from the scene. | — 

. Respectfully yours, Netson Truster JOHNSON 

793.94119/571 : Telegram | 
The Ambassador in France (Bullitt) to the Secretary of State 

Paris, August 26, 1939—9 a. m. 
[Received August 26—8 : 25 a. m.] 

1601. For the President and the Secretary. The Polish Ambassa- 
dor in Paris said to me last night that the relations between the 
Japanese and Polish Governments were much closer and more cordial 
than generally realized. He knew positively that the Japanese Gov- 
ernment at the present moment would welcome an effort of the Ameri- 
can Government to settle the disputes between J apan, Great Britain 
and France and bring the war in China to an end on a reasonable 
basis. 

The Polish Ambassador added that he felt so confident that an 
immediate improvement in the situation in the Far East could be 
brought about that he believed the Government of the United States 
would be fully justified in moving the American Fleet immediately 
from the Pacific to the Atlantic. He then Suggested that I should 
get in touch with the Japanese Embassy in Paris.
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I naturally replied that I would not do any such thing and ex- 
pressed the opinion that the American Fleet would remain in the 

Pacific for some time to come. 
I have been aware for some time of the exceedingly close relation- 

ship between the Japanese and Polish Governments which is based 
on fear of the Soviet Union and an absence of conflicting interests 

between Japan and Poland. As you know the Polish Ambassador 
in Paris was my colleague in Moscow. I know him intimately and 
I am certain that he would never have spoken to me as he did last 
night if he had not received instructions from his Government to do so. 

While I remain entirely skeptical with regard to the willingness 
of Japan to accept a peace which will insure the independence and 
free development of China, I consider it within the realm of possi- 
bility that the Japanese Government may have used this round-about 
‘method to indicate to the Government of the United States that it 
would be glad now to enter into serious discussions for the termination 

of war between Japan and China. | 
: —  Bowirrr 

798.94119/571 - 7 | 7 | | 

~ Memorandum by the Adviser on Political Relations (Hornbeck) 

7 , 9 a [Wasuineton,| August 26,1989. 

Reference, Paris’ telegram no. 1601, August 26, 9 a. m. | 
It seems to me altogether likely that Mr. Bullitt’s Polish colleague 

made this approach to Bullitt under instructions from the Polish 

Government. 
Further, it is not unlikely that the Japanese Government initiated 

the approach. 

Comment: — 

Removal of the American fleet from the Pacific to the Atlantic 
would be very pleasing to Japan. It both would relieve the Japanese 

Army (operating in China) of certain anxieties and would be encour- 
aging to the Japanese Navy (which wishes to operate southward). 

It would be demoralizing to the Chinese, discouraging to the British, 

and very helpful to any elements in Japan and in Russia that may be 
toying with the idea of working out an arrangement between those 
two countries toward division between them of spheres of operation 
in the Far East and on the continent of Asia. 

Suggestions that we move our fleet from the Pacific to the Atlantic 
have come from several sources during the past week. The various 

sources may all have been moved by suggestions originating in Japan. 
I hope that Mr. Bullitt is correct in his “opinion that the American 

fleet would remain in the Pacific for some time to come.”
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The moment has not yet arrived for any effort by the American 
Government, whether in association with the British and the French 
and/or other governments or by itself, to become involved in efforts 

_ “for the termination of war between Japan and China.” The Japa- 
nese Army is not ready to move out of China, and the Chinese are 
not ready to make a treaty whereby portions of that army would be 
authorized to stay in China. A treaty involving a “compromise” 
whereby Japan would be given various special concessions and privi- 
leges in north China would have to be forced upon China. Accept- 
ance by China at this time of such a treaty, under pressure from third 
powers or a third power, would constitute a giving of assistance by 
such powers or power to Japan and would involve another Munich. | 
While there might be some justification for efforts in that direction 
by the British and the French, for the purpose of salvaging something 
of what they have in China and strengthening their general position 
in the light of the menace which they face in Europe, there would be 
no justification for a move in that direction by the United States. 
In our foreign policy, we lay more emphasis upon moral and legal 
interests than upon material interests. Our great problem in relation 
tocurrent developments in the Far East is that of defending principles 
rather than that of salvaging investments. We are not immediately 
menaced as regards territory, either overseas or at home. Our con- 
stant objectives and our immediate problems do not call for any sac- 
rificing of principles on our part and would not warrant any betrayal 
of China by us. : OS | | 

If we ever step into a role of mediator between Japan and China, 
we should do so after and only on the basis of a direct invitation 
officially offered us by the Japanese and the Chinese Governments; 
and, we should think hard before associating ourselves with Great 
Britain and France and/or any other country in such a role. 

STanuey K. Hornseck 

798.94111/125 

Lhe Secretary of State to the Chairman of the Senate Foreign 
felations Committee (Pittman) 

WasHineTon, August 26, 1939. 

My Dear Senator Pirrman: I refer to your letter of August 14 * 
transmitting for consideration and any recommendation or report that 
I may feel disposed to make, the resolution (S. J. Res. 186)® providing 
that the United States shall maintain a policy of strict neutrality in 
Asia. / 

“Not printed. 
“Introduced by Senator Gerald P. Nye, of North Dakota, on August 5; 

Congressional Record, vol. 84, pt. 10, p. 11126.
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In view of the fact that the policy of this country has been clearly 

indicated in the statements and the decisions of the President and 

this Department, and of the fact that this policy is a policy of neu- 

trality in regard to all parts of the world, and of the further fact 

that this resolution, if adopted, would be readily susceptible of mis- 

construction, misinterpretation and misrepresentation, I am sure that 

you will agree with me that the public interest will be best served if 

no action be taken on the resolution. 

Sincerely yours, CorpeLtt Hui. 

793.94119/573: Telegram ° 

The Ambassador in France (Bullitt) to the Secretary of State — 

Paris, August 28, 1989—noon. 

[Received August 28—8:15 a. m.] 

1621. For the President. Discussions with those French outside 

the Government who have done the most to assist Chiang Kai Shek 

in his resistance to Japanese aggression reveals the opinion that the 

present opportunity should be taken to obtain a statement from 

Chiang Kai Shek as to the minimum terms on which he would con- 

clude a peace with Japan which would preserve the independence 

and possibility of free development of China. It has been suggested 

to me that this initiative should be taken by the United States through 

our Ambassador to China and that you should attempt to bring about | 

the end of the war in China and the alignment of Japan with France 

and England against Germany. 
I understand that fear of Russian attack is now great in Japan 

and believe that you should consider most carefully the advisability 

of some sort of action of this kind. The French and British have 

their minds too fixed on Germany to handle this problem adequately. 
BuLuitr 

%41.94/324; Telegram 

The Chargé in Iran (Engert) to the Secretary of State 

TreneErAn, August 28, 19389—1 p. m. 
[Received 6: 48 p. m.] 

92. Japanese Minister told me this morning that he has received 

several personal and confidential cables from Tokyo indicating that the 

military party in Japan is now thoroughly discredited and that his 

Foreign Office and the liberal elements in the country would welcome 

an opportunity of being friends with England and America. The 

Minister says his Government is now at the crossroads and if London 

and Washington could seize the occasion and by some gesture still
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further weaken position of the military leaders far-reaching results 
might be obtained. He says he knows that Ambassador Shigemitsu 

| in London and ex-Ambassadors Matsudaira and Ishii fully share this 
View. a | 

The Minister added that ever since last summer his Foreign Office 
had been suspecting Hitler of trying to make common cause with the 
Soviets against Poland and the Democracies by taking advantage of : 
Soviet feeling of resentment at being ignored at Munich. In any event 
unnatural alliance between the Democracies and Moscow could not 

, have lasted because of record of duplicity and treacherous deceit of 
Soviet leaders whose aim was still revolution and class warfare in all 
bourgeois countries. | OS 

ENGERY 

893.00/14421 : Telegram 7 
Lhe Counselor of Embassy in China (Lockhart) to the Secretary 

of State | | 

Perrine, August 28, 1939—4 p. m. 
[ Received August 28—12: 35 p. m.] 

450. I have been informed by an American in direct touch with the 
Chairman and other high officials of the Provisional Government that 
Kita and Wang Keh Min are working together more harmoniously 
than at any previous time and that the relations between Wang and 
the Chinese authorities are also of a harmonious character, the latter 
being more or less reconciled to Wang remaining in his present posi- 
tion because they believe he may be in a position to be useful through 
his contact with Kita in case a new situation should arise making peace 
discussions possible. It would seem to be significant that high ranking 
Japanese military officials continue by public statements to reflect 
the Japanese desire to bring the present hostilities to an end. There 
are multiplying signs that the Japanese Military already consider 
that major military operations have ended; that what lies ahead is 
chiefly the suppression of guerilla bands, the organization of regional 
governments, or an amalgamated central regime, under their control, 
and the consolidation of their economic hold on some if not all of the 
occupied areas. Well-informed with whom I have talked within the 
past few days have expressed the view that the conclusion of the 
Soviet-German pact will tend to promote the desire of the J apanese 
to bring the China “incident” to a close but they admit on the other 
hand that this will be counterbalanced by the Chinese stiffening their 
resistance in the belief that the Soviet Republic will have more free- 
dom of action in the Far East. My Soviet colleague in a very guarded 
conversation has expressed to me his personal view that the new pact
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was a Russo-German move designed solely to preserve the peace of 

Europe. Whether it was concluded without regard to its direct and 

immediate effect on the Far Eastern situation gives room for specula- 

tion. Nevertheless it is certain to affect the situation in the Far East 

and it would not be surprising to see manifested a stronger desire than 

ever on the part of the Japanese to end hostilities especially if war in 

Europe is averted which should contribute something towards 

moderation in Tokyo. 
Repeated to Chungking; code texts by air mail to Tokyo. 

| LockHART | 

The British Embassy to the Depariment of State 

Arr-Memors 

His Majesty’s Government in the United Kingdom have had under 

consideration the action to be taken by the British military garrisons 

at Shanghai and Tientsin in the event of: 

(a) A Japanese threat to the integrity of the International Set- 

tlement at Shanghai 86 or of the British Concession at Tientsin * 
arising from the present situation in China, and 

(6) War with Japan. | 

At the same time His Majesty’s Government have been consider- 

ing what measures might be taken, in either of the contingencies re- 

ferred to above, to safeguard the interests of British civilian nationals 

in these two places. 

The Brigadier at Tientsin was recently authorised to disclose at 

his discretion to the Commander of the United States military forces 

there his instructions for the action of British troops at Tientsin in 

case the Japanese should invade the Concession during the course of 

the present campaign, and His Majesty’s Government consider it 

advisable that the United States Government should be made aware of 

the policy of His Majesty’s Government in regard to the action of 

the British forces at Shanghai. These instructions are that, in the 

event of Japanese troops seeking to enter the British Concession at 

Tientsin, or the British sector of the International Settlement at 

Shanghai, opposition by His Majesty’s military forces must not be 

carried to a point where armed conflict is likely to result; force, how- 

ever, may always be employed for the protection of British lives. A 

copy of the relevant extract from the Army Council’s instructions to 

the General Officer Commanding the British troops in China is 

enclosed ® for the very confidential information of the United States 

Government. 

See vol. Iv, pp. 1 ff. 
81 See ibid., pp. 163 ff. 
*® Not printed.
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His Majesty’s Government would be very grateful if the United 
States Government could see their way to reciprocate by communi- 
cating to them their instructions, in the event of Japanese occupation 
of the International Settlement at Shanghai in the absence of war, 
and also any instructions given to United States garrisons in North 
China in the event of similar contingencies. 

In the view of His Majesty’s Government numerical superiority of 
the Japanese forces in China precludes any possibility of effective 
resistance. Any show of force therefore can only be bluff. Whilst 
it is possible that it might act as a deterrent, there is a grave danger 
that, in their present temper, the Japanese military authorities in 
China might persist in their intentions, notwithstanding that todo so _ 
might be contrary to the policy of the Japanese Government. The 
risk of resisting a minor incident in order to avert a major one is, 
in their view, too great; the ensuing hostilities could but result in the 
British Garrison being overwhelmed. For the sake of prestige the 
British Government would then have little option but to make the 
matter a casus belli, thereby offering Germany and Italy an oppor- 
tunity for aggression in Europe. 7 

Apart from this danger, an armed clash with the Japanese could 
not fail to expose all foreign nationals to serious danger. In the 
course of the fighting the Japanese are unlikely to have any regard 
for the lives of civilians. Furthermore the fact that they have been 
opposed by force may well excite the Japanese troops to excesses, 
from which they might otherwise forbear, against the persons and 
property of foreign nationals. 

As regards the position of British civilians in Shanghai and 
Tientsin. In the circumstances envisaged in paragraph 1 (a) above, 
His Majesty’s Government consider that they would be no worse sit- 
uated than those at Hankow, and that little personal danger is to be 
anticipated, providing no resistance by force is offered. 

In the case of war with Japan it is the policy of His Majesty’s 
Government to withdraw the British garrisons from North China and 
Shanghai if circumstances permit. If, however, this step cannot be 
taken, resistance on the spot would not only be useless from the mili- 
tary point of view but for the reasons given above might also prove 
a great disservice to British and other foreign civilian nationals. 
After careful consideration of the possibilities there seems in such a 
case to be no alternative to the garrison submitting to internment. 

His Majesty’s Government would be grateful to learn in confidence 
whether, in the event of Japan becoming engaged in war with Great 
Britain or France, the United States Government propose to retain 
their garrisons in China, and if so what attitude they propose to adopt 
vis-4-vis Japan in the International Settlement at Shanghai.
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With regard to the position of British civilian nationals at Shang- 

hai and Tientsin in the event of war, the views of the Admiralty 

are at present awaited. Subject to these views, however, His Maj- 

esty’s Government are inclined to accept the view expressed by His. 

Majesty’s Ambassador in China and His Majesty’s Consul-General 
in Shanghai, that evacuation before or after the outbreak of hos- 

tilities would be impracticable, and consider that in this case also little 

personal danger to civilian nationals is to be anticipated. 

His Majesty’s Government would also be very glad to know the 

plans of the United States Government for the protection of their 

nationals in either of the two contingencies referred to, and to learn 

whether, should war supervene, the United States Government would 

be willing to approach the Japanese Government with a view to suit- 

| able arrangements being made for the welfare of British civilian 

nationals in China. A further enquiry is made whether, should it 

be found necessary for the British garrisons in these two places to 

lay down their arms, the United States Government would be prepared 

to suggest to the Japanese Government the internment of British 

- troops under United States auspices. — 

Wasuineton, August 29, 1939. | 

793.94/15332: Telegram 

The Ambassador in China (Johnson) to the Secretary of State 

| | Cuunexine, August 30, 1939—9 a. m. 
_ [Received 7:25 p. m.] 

515. At the request of General Chiang I called upon him yesterday 

afternoon accompanied by Peck. The President of the Executive 

Yuan, the Minister for Foreign Affairs and Madame Chiang were 

present. What follows is a condensation of a series of carefully for- 

mulated and numbered observations made by Chiang and interpreted 

partly by the Minister for Foreign Affairs and partly by Madame 

Chiang. 

2. (1st) Chiang said he was anxious to learn the opinion of the 
President and also of the American people regarding the meaning 

and effect of the German-Soviet non-aggression pact particularly with 

reference to its bearing on future developments in the Far East. 

(2d) He asserted that he had completely reliable information that 

the British and Japanese Governments were negotiating to revive the 

Anglo-Japanese alliance and to invite the [adherence ?] thereto of 

the French Government. He would be very interested to learn 

whether the American Government had received this information. 

(3d) He also had received information that during the discussions 

between the Soviet, British, and French Governments for a military 

accord the Soviet Government had proposed that its scope be extended
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to the Orient and that when the British and French rejected this pro- 
posal that government had determined to conclude the nonaggression 
pact with Germany in order to withdraw from European involvement 

_ and thus be able to devote its attention exclusively to the solution of 
Far Eastern problems. This solution it hopes to achieve in conjunc- 
tion with the American, British, and French Governments but since 
in existing circumstances the latter two governments regarded the 

| Soviet Government with a degree of suspicion the Soviet Government 
is hopeful that the American Government will take the initiative. 

(4th) Chiang asked that I convey to the President his earnest desire 
that the American Government take the initiative by warning the 7 
British and French Governments against attempting to obtain y apa- 
nese protection for their Far Eastern interests by means of a revival of 
the Anglo-Japanese Alliance. He urged that the President as a 
substitute measure convoke an international conference to discuss Far 
Eastern problems either in continuance of the Washington Conference 
or of the Brussels Conference but in any case with the necessary addi- 
tion of the Soviet Union. A revival of the Alliance would mean the 
elimination of the principles embodied in the Nine Power Treaty 
whose principal sponsor is the United States. a 

3. In making the foregoing observations Chiang’s delivery had been 
marked by more than his usual gravity and seriousness but in what he 
called three supplementary remarks he spoke with an almost pas- 
sionate vehemence. These remarks were (a) China’s international 
policy is one of complete independence and is free from obligation to 
follow the dictates of the Soviet or of any other [power?]. (0) 
Chiang believes, however, that in the present international situation 
there can be no solution of the problems of the Far East except through 
the agency of the United States upon whose friendship and justice 
China depends. It is therefore urgently important that he learn at 
the earliest possible moment what policy the United States intends 
to adopt in the face of impending developments so that he may suitably 
frame China’s policy. (c) If Great Britain and France are acting 
on the supposition that Japan’s strength in the Orient is greater than 
that of China they are completely mistaken. If in placing their re- 
liance on Japan they hope to remove a threat to their Far Eastern 
colonial possessions they should be warned to desist [omission?] have 
in view because China can be as grave a threat as Japan to the security 
of those possessions. Chiang will resist Great Britain and France 
[if they?] become allies of J apan in exactly the same way as he is 
resisting Japan. Chiang assured me that his information was positive 
that the revival of the Anglo-Japanese alliance as a tripartite instru- 
ment might be decided upon at any moment and he urged that I lose no 
time in telegraphing to the Secretary and the President observations 
he had made and that I promptly inform him of the reply. This I 
promised to do.
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4, After the interview the Minister for Foreign Affairs informed 

me privately that while they could not tell me the source of their 

information regarding the discussions for the revival of the alliance 

he could assure me that it was a reliable one and that the Chinese Gov- 

ernment overtly asked what its reaction would be to such a revival. 

5. Chiang is clearly convinced that a difference in Chinese foreign 

policy and in the Far Eastern situation has been precipitated by the 

Russo-German non-aggression agreement and its effect upon British 
policy in the Far East. All along he has based hope of success in 
Chinese defense against Japanese encroachment on the conviction 
that sooner or later world opinion would change in such a way as to © 
favor China and defeat Japan. Now [he] fears that Russia’s actionin 
entering into a non-aggression pact with Germany will have so 
changed liberal opinion in England as to open the way for more 
conservative elements, who from the beginning have favored such 

| a course, to press for an agreement of mutual assistance between Eng- 
land or [sic] against Russia if not a return to the Anglo-Japanese col- 
laboration and for a repudiation by Great Britain of the Nine Power 

Treaty and the whole Far Eastern establishment as evolved at the | 
Washington Conference. (This theory implies that just as conserva- 
tive England has sympathized with and aided Germany in tearing up | 
the Versailles settlement, so will conservative England sympathize , 
with and aid Japan in her avowed policy of tearing up the Washing- 
ton Conference settlement.) Responding to a direct question from the 
Generalissimo as to my personal reaction to what he had said in this 
regard, I said that I found it difficult to believe that England could 
go so far in restoring her relations with Japan not only because of 
opposition from Australia and Canada but also because I believe that 
England is relying rather heavily upon American sympathy and aid 
in her difficulties with Germany and doubtless was aware that such 
a step accompanied by an effort to persuade Chinese compliance with 
Japanese plans would be the quickest way of cooling pro-British 
sentiment in the United States. But my feelings in this regard were 
somewhat upset last evening upon my return by remarks made to me 
and to members of my staff by the local British Vice Consul who asked 
me what I considered to be the minimum peace terms which the 
Chinese would accept and by his apparent acceptance of the idea that 
the relations between England and Japan approaching an [apparent 
omission]. I said that I still believed that Chinese peace terms, at 
least such as might be framed by the Chinese Government, would 
call for the complete evacuation of Japanese soldiers and that I felt 
that the Chinese were worried over the renewal of the Anglo-J apanese 
alliance. (I also recall that constantly during the past 2 years the
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British Government has been periodically sounding the Chinese Gov- 
ernment on peace terms, has shown a desire to conciliate and perhaps 
by helping them to get control of Chinese customs and by acting the 
role of mediator between the Japanese and the Chinese.) The Vice 
Consul in question mentioned the fear in England that Russia might _ 
make common cause with Japan and then attack England through the 
allied forces (an unparalleled return to British fear of Russia which 
characterized the period of the nineties) and extreme reluctance of 
certain British leaders to have any negotiations with Russia. Later 
in conversation with a member of my staff he said that the British 
were concerned with the old fear that Japan and Russia might come 

_ toterms and he was of the opinion that the British Government would 
take steps to put the Tokyo pact into practice (presumably along the 
lines of Japanese interpretations) and take other effective measures 
to reach an agreement which might preclude any rapprochement be- 
tween Japan and Russia. He said that he was immediately going to 
work on an evacuation plan for British subjects in his consular dis- 
trict for he believed that if his Government did take such steps as 
those above outlined and came to other arrangements with Japan it — 
would result in reactions by the Chinese which would be detrimental 
to welfare of the British subjects in his district. 

6. The astounding insistence by Chiang in his conversation with | 
me that China and not Japan is the dominant military power in the 
Far East and capable of doing far more damage to British colonial 
possessions in the Far East than Japan may possibly be based upon a 
conviction that China would be working against Japan in conjunction 
with Russia. Although the fact is not officially admitted, a new Rus- 
sian Ambassador is here waiting presentation of his credentials in a 
few days. For some reason the Russians have imposed secrecy as to 
his name. | 

¢. During the conversation with Chiang [Wang?] Doctor Hamil- 
ton said to me that China now relied upon America for something to 
save China as America had done in the past; he instanced our attitude 
in the Boxer negotiations ® and our refusal to join in punitive meas- 
ures after the Nanking incident.” He observed that the United States 
and China are the principal supports of peace in the Pacific and that 
by cooperating with China in the maintenance of peace the United 
States would protect its own welfare. 

Repeated to Peiping, Shanghai. Shanghai please repeat to Tokyo. 
J OHNSON 

” See Foreign Relations, 1901, Appendix (Affairs in China), passim. 
” See ibid., 1927, vol. 11, pp. 146 ff.
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894.00/869 : Telegram | 

The Chargé in Japan (Dooman) to the Secretary of State 

Toxyo, August 31, 1989—3 p. m. , 
| [Received August 81—7/: 20 a. m.] 

449. Our 448, August 30, 4 p. m. 
1. The statement mentioned in paragraph 8 of our telegram under 

reference was given to the press and broadcast to the nation over the 
radio by the Prime Minister * last night. It was vague and repetitious 
in character. A summarized translation of that section dealing with 
foreign relations is as follows. | 

“World affairs are now full of event and change, and the present 
situation is extremely significant. The establishment of a new order 
in East Asia is Japan’s immutable policy, and the adjustment of inter- 
national relations to this end is of immediate urgency. In coping with 
the complicated and rapidly changing international situation I intend | 
to preserve an independent position for Japan and proceed on a basis 
of carrying out our own convictions. We shall cooperate as friends in 
the promotion of the fortunes of the world with those powers who un- 
derstand our position and who cooperated unstintingly with us. ‘Those 
powers who do not cooperate shall be dealt with with firm determina- 
tion. Japan’s policy with respect to the present incident is already 
determined and immutable, and the Government, with a united nation, 
intends to put this policy into effect.” _ | 

9. This morning the vernacular press confesses that there is little 
that is new or concrete in Prime Minister Abe’s statement but declares 
that the circumstances attending the change of Cabinet make such 
a statement inevitable. After all, the press goes on, the real question 
lies in how the new Prime Minister’s convictions are to be given con- 
crete expression. The press is still at a loss to know how Abe will pro- 
ceed to deal with the present situation and continues to be somewhat 

skeptical of his ability to do so. 
Repeated Peiping. Peiping please repeat to Chungking. 

Dooman 

793.94/15333 : Telegram 

The Ambassador in France (Bullitt) to the Secretary of State 

[Extract] 

Paris, September 1, 1939—4 p. m. 
[Received September 1—3:20 p. m.] 

1702. For the President. The Chinese Ambassador called on me 
this morning and said that he had an official communication of the 

" Not printed. 
~ Gen. Nobuyuki Abe. 

278040—55——15 |
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utmost importance to make to me and through me to the Government 
of the United States. | 
He had received two extremely long telegrams from General Chiang 

Kai Shek. The General had instructed him to see me at once to | 
present to me his personal regards and best wishes and to make the 
following official communication which he hoped I would transmit at 

. once to you. | 

I asked the Chinese Ambassador if he had any indication in the 
telegrams he had just received with regard to the terms of settlement 
which General Chiang Kai Shek would be willing to accept. _ 

He replied that the General had not stated any terms in these 
telegrams; but from previous instructions to him he believed that the 
General’s terms would be the withdrawal of all Japanese troops from 
China and the reestablishment of Chinese sovereignty as it had 
existed before the Tientsin incident.” I asked the Chinese Ambassa- 
dor if General Chiang would really insist on the withdrawal of Japa- 
nese troops from all North China. He replied that he believed that 
General Chiang would be glad to agree to have Japanese troops sta- 
tioned on the Tientsin—Peiping Railroad as they had been before the 
Tientsin incident. He indicated that he was not at all sure that 

General Chiang’s terms would be so stiff as this. | | 
He stated to me that he believed General Chiang recently, in con- 

versation with the American Ambassador in Chungking, had gone 
into detail as to the terms on which he was ready to make peace. 
He was in no position in Paris to be specific on this point. 

The Chinese Ambassador concluded by stating that he hoped I 
would communicate the message he had given to me to you as an official 
message of the Chinese Government. He hoped I would urge you 
to act quickly and that I would emphasize General Chiang’s belief that 
the course of action should be (1) conversations with the French and 
British Governments with a view to preventing them from throwing 
themselves into the arms of Japan at the expense of China, (2) 
an approach to the Japanese Government which would include advice 
not to set up a so-called Chinese Government under Wang Ching Wei 
and (3) a conference for the settlement of the Chinese-Japanese war. 

As I said in my telegram No. 1645, August 29, 2 p. m.* I shall avoid 
any conversations that I can avoid on the subject of the Far East but 
once again yesterday the Polish Ambassador obviously acting under 
instructions from his Government urged me once more to urge my 
Government to take advantage of the present disposition of the J apa- 
nese Government to reestablish good relations with France, England 
and the United States and to end the war in China. 

* Presumably reference to the Japanese seizure of the Tientsin area in 1937. 
* Ante, p. 58.
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- Bonnet ® also referred to the same matter. 

As he left me the Chinese Ambassador stated that he hoped I would 

be able to communicate to him in the near future your opinion as to the 

message he had communicated to you. 

I venture to suggest that you should merely inform me that you are 

studying the question and that you will use more direct channels of 

communication with the Chinese Government in case you should 

decide to take any action. 
BuLuirr 

894.00/873: Telegram — 

The Chargé in Japan (Dooman) to the Secretary of State 

Toxyo, September 1, 1939—7 p. m. 
[Received September 1—10: 30 a. m.] 

450. 1. The Foreign Office informed me this afternoon, in response 

to an informal inquiry, that it was not as yet prepared to express the 

views of the Japanese Government with regard to the situation devel- 

oping in Europe. | | 
2. When interviewed by the press last night the Prime Minister 

stated that the first and paramount business of the new Government 

would be to dispose as quickly as possible of the China conflict. Al- 

though Japan would follow a free and independent policy she would 

not rule out cooperation with other countries so long as such coopera- 

tion would not conflict with Japan’s position and would not place 

Japan at the mercy of the power or powers extending such 

cooperation. . 
| 8. The logic of the situation as well as the authoritative expression 

above outlined indicates that Japan will not rush into any new com- 

mitments. In my opinion long term political considerations, such as 

the probable ultimate victory of the democratic powers of Europe sup- 

ported morally and in various practical ways by the United States, 

the traditional conflict of interests with Russia, et cetera, will operate 

to press Japan to seek the friendship of the United States and Great 

Britain. 
4, A study prepared by the Commercial Attaché of the probable 

effects of war in Europe on Japanese industry and trade suggests an- 

other important consideration. Williams points out that the imme- 

diate effects of a European war should bring about a sharp increase in 

the demand for American goods, particularly cotton, wood pulp, 

machinery and other industrial equipment, nonferrous metals, iron 

and steel and chemicals including dyestuffs and fertilizers. However, 

the study discloses that the interruption of supplies of the commodi- 

© Georges Bonnet, French Minister for Foreign Affairs.
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ties above mentioned from the European countries and of primary 
materials from British overseas areas would vastly increase the im- 
portance of the United States asa source of supply to Japan. Without 
increased American supplies of oil, steel, iron, machinery, pulp, cotton 
and chemicals, Japan’s industrial expansion program would complete- 
ly break down and her present productive capacity would be seri- 
ously curtailed. If this conclusion is correct, and I believe that it is, 
economic expediency would combine with political considerations to 
develop in this country a desire for a restoration of good relations 
with the democratic countries. a 
Repeated to Peiping; Peiping please repeat to Chungking. | 

Dooman 

761.6211/175a : Telegram | . 

| The Secretary of State to the Ambassador in China (Johnson) 

Wasutineron, September 1, 1939—7 p. m. 

165. Your 515, August 80,9 a.m. We are sending you by radio a 
number of summarized statements * from recent American newspaper 
editorials in regard to the Soviet-German non-aggression pact and 
its implications for the Far East. | 
We have received some indications of a possible wish on the part 

of certain European powers that they might be able to effect some 
kind of a rapprochement or agreement with the Japanese, perhaps 
also including this country, which might relieve them of certain of 
their anxieties in the Far East; but we have no indication of any 
definite steps or material developments in that direction which would 
seem to make warrantable the apprehensions which Chiang Kai-shek 
appears to entertain. 

| With reference to the second sentence under (6) of your numbered _ 
paragraph 3, I believe that you have been receiving in the radio bul- 
letins and in the Department’s telegraphic instructions, transcripts 
or summaries of my recent statements on policy. I perceive no objec- 
tion to your using, in conversations with Chinese officials, pertinent 
statements in the quoted portion of our 269, August 30, 7 p. m., to 
Tokyo,” as an outline in general terms of our views but you will, of 
course, not mention that these were remarks which I made to the 
Japanese Ambassador. You may also say that there has been and 
will be no change in the fundamental and traditional foreign policy 
of the United States. 

** Not reprinted. 
* Vol. Iv, p. 376.
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You may inform Chiang that, in accordance with his request, his 

message has of course been conveyed to the President. 

Sent to Chungking. Repeated to Peiping. Peiping repeat to Tokyo. 

793.94119/577 : Telegram - 

The Counselor of Embassy in China (Lockhart) to the Secretary 

of State 

| _ Perine, September 1, 1939—7 p. m. 

— [Received September 2—8 a. m. | 

471. Chungking’s 515, August 30,9a.m. A well-known American 

prominently identified with educational institutions at Peiping who 

recently returned from Chungking called on me (at the instance, I am 

firmly convinced, of either Wang Keh Min, a Chinese of importance 

just outside the fringe of the Provisional Government or probably 

of both) and stated that he had been reliably informed by what he 

described as “pro-American Chinese” that the British and Japanese 

were now negotiating either for a renewal of the Anglo-Japanese 

alliance or for a new agreement which might vitally affect the interests 

of the Chinese Government. It was strongly hinted that some sort of 

a peace move might be one of the desiderata connected with consulta- 

tions [over?] the negotiations and that the Chinese feared the new 

alignment may so complicate the situation in Far East that the Rus- | 

sians might attack the Japanese through Manchuria and attempt to 

occupy Korea; informant stated the Chinese do not relish the pos- 

sibility of the Russians coming into such close proximity to North 

China; that Chinese refugees have just arrived in Peiping from the 

region of Nomonhan with reports of severe fighting and heavy Japa- 

nese losses; that the belief is growing among the Chinese that a con- 

flict between Russia and Japan is inevitable; that the British Govern- 

ment will approach the American Government with reference to the 

former’s desire to [for?] an understanding with Japan and that this 

will envisage the possibility of advancing peace proposals in which 

case it is the Chinese desire that the American Government avail 

itself of the opportunity to let it be known that the first and para- 

mount consideration of any peace negotiation must be an undertaking 

on the part of the Japanese to withdraw all troops from China. My 

informant stated that Wang Keh Min would be prepared to support 

a peace move which contains an undertaking of this kind and in return 

would favor a recognition in some form of Japan’s special position in 

North China. Informant further stated that Chinese with whom he 

had been in touch are convinced that the new Japanese Cabinet will 

endeavor to placate the American, British, and French Governments
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and that if before deciding the British or Japanese should make 
approaches to the American Government the opportunity should not 
be lost to bring about [agreement ?] which would compel the J apanese 
to withdraw their troops from China. It was not explained just 
what formula the Chinese had in mind to [bring?] this about, but I 
inferred that they felt that the Japanese, having suddenly found 
themselves divested of the moral, if not the material, support of Ger- 
many, would be more responsive than heretofore to meeting the sug- 
gestions of the United States, especially since the political structure in 
Japan has recently received a severe shock and there is what appears 
to be a genuine desire in some quarters to end hostilities in China. 

Chungking’s 515, August 30, 9 a. m. had not been received when the 
above conversation took place. It is significant that Chinese in both 
Chungking and Peiping appear convinced that the British and Japa- 
nese may be on the verge of composing their differences. | 
Repeated to Chungking and Shanghai. Code text to Tokyo by 

air mail. 

LockHARrT 

701.6193/172 : Telegram 

: Lhe Ambassador in China (Johnson) to the Secretary of State 

CuuNnexine, September 3, 1939—noon. 
| [Received September 3—8 a. m.] 

518. The newly appointed Russian Ambassador to China, Mr. 
Alexander Semenovich Panyushkin, presented his credentials on 
September 1. In the course of his ceremonial address the Ambassador 
is quoted in the press as having declared: 

“The people of the U.S. S. R. are firmly convinced that the struggle 
of the great Chinese nation will be crowned with success. 

Since the establishment of normal diplomatic relations between 
the Union of Soviet Socialist Republics and the Chinese Republic 
cooperation between the two countries in political, economic and cul- 
tural spheres has been developed to their mutual advantage. The con- 
clusion of the commercial treaty between the U. S. S. R. and China 
will contribute to still closer and more fruitful cooperation and 
cultural matters. 

In the midst of the unusually tense international situation of the 
present time, the pacific policy of the Union of Soviet Socialist Re- 
publics is united with its friendly assistance to nations subjected to 
aggression. The Chinese people and Government know that in their 
heroic struggle for national freedom and independence assistance on 
the part of the U. S. S. R. has been rendered to them not in words 
but in deeds.” 

In concluding his address the Ambassador requested the Chairman 
of the National Government of China, Lin Sen, to accept “his hearty
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wishes for a complete victory to the Chinese nation in its struggle for 

national independence”. | | 
In his reply Lin Sen said énter ala: | oo 

“For the maintenance of its freedom and independence the Republic 
of China has been resisting armed aggression with all resources at 

its command. In our difficult and sacred struggle we have received 

not only unlimited sympathy but also effective assistance from gout 

country. This renders testimony to the stand which the U.S. S. R. 
has always taken against aggression and supports the firm confidence 

of the Chinese Government and people that our struggle will end in 
a glorious victory for China.” 

Repeated to Peiping. Peiping please mail copy to Tokyo. 
JOHNSON 

893.102S/1871 : Telegram | 

The Consul General at Shanghai (Gauss) to the Secretary of State 

| Suaneual, September 4, 1989—1 p. m. 
[Received September 4—3 a. m. | 

795. Information obtained by the United States Marines is to the 

effect that the Japanese military and naval authorities here propose 

to take action, as “neutrals’—but apparently as the forces in occu- 

pation of this part of China—to notify the British and French forces 

here to withdraw whereupon the Japanese would expect to take con- 

trol of the administration of the French Concession and International . 

Settlement. The First Secretary of the Japanese Embassy during | 

a call on me this morning inquired whether I could confirm a report | 

that the United States Marines are to take over the British defense | 

sector at Shanghai. I replied that I had no information on the sub- 

ject. He avoided any disclosure of the Japanese attitude. 

Sent to the Department only. 
| Gauss 

893.102S/1872: Telegram 

The Consul General at Shanghai (Gauss) to the Secretary of State 

SuaneHat, September 4, 1939—5 p. m. 
[Received September 4—10: 30 a. m. | 

796. With reference to reports here that the Japanese, for them- 

selves and/or in support of their puppet regimes, may take the posi- 

tion that British and French forces should withdraw from Shanghai, 

whereupon the Japanese would expect to assume control of the ad-
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ministrations of the French Concession and International Settlement, _ 
| it seems to me that while there may be a basis for asking the with- 

| drawal of the forces of belligerent powers, it is not incompatible with 
the neutrality, if declared, of China, Japan, or any regime, that the 
local Concession and Settlement administrations should continue to 
function as they did in 1914 provided they do not engage in unneutral 
activities. a 7 | 

If the British and French forces withdraw—and I believe the Brit- 
ish would probably do so while French might not—the only other _ 
foreign force except the Japanese would be the small Italian contingent 
and the American Marines. a 

If Italy enters the war the Italian contingent would presumably — 
also be asked by the Japanese to withdraw. The American Marines | 
would not be able to take over the sectors heretofore held by the Brit- 
ish, French and Italians nor do I believe that such a move should be 
contemplated. It seems to me that all that the Marines could do would 
be to seek to protect American nationals by such means as might be 
possible, - a le : | 

I do not believe, however, that we should countenance or acquiesce 
in action by the Japanese to control or supervise the administrations 
of the International Settlement or the French Concession where so 
many Americans reside. It seems to me that we should use such 
influence as we can bring to bear with the Japanese to prevent this 
from being done. | | 

As the situation here may develop without much notice I commu- 
nicate the foregoing views and request any instructions the Depart- 

| ment may give for my guidance. 
Repeated to Chungking, Peiping and Tokyo. _ a 

: | | Gauss 

740.00111 European War, 1989/50 : Telegram 

Lhe Chargé in Japan (Dooman) to the Secretary of State 

Toxyro, September 4, 1989—9 p. m. 
[Received September 4—10 a. m.] 

455. Our 453, September 4, noon,” paragraph 2. Following is our 
translation of Cabinet statement released this evening: 

“The Imperial Government will not become involved in the conflict 
which has suddenly broken out in Europe, but will devote all its 
energies toward resolving the China incident.” 

Sent to Peiping. Peiping, please repeat to Chungking. 
Dooman 

” Not printed.
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893.0146/700 = 

Memorandum by the Adviser on Political Relations (Hornbeck) 

_ [Wasnrtneron,] September 4, 1989. 

_[ handed to Mr. Miller of the British Embassy, for Mr. Mallet,* the 

aide-mémoire hereunder attached. | 

I stated to Mr. Miller that we give this information in strict confi- 

dence: that our aide-mémoire contains certain statements which we 

have not before committed to writing; and that we consider it impor- 

tant that certain governments be without knowledge of what we might 

or might not do with our landed armed forces in China in the event 

of unlawful steps on their part toward taking over areas in which 

those armed forces are located. Mr. Miller stated that his Embassy 

regarded this matter as highly confidential and shared our views as 

they had just been expressed by me. | 

I then pointed out that in our atde-mémoire, on page 1, in the third 

paragraph, and in the second sentence thereof, we are speaking of 

circumstances of peacetime and that “any nation” includes the Chinese. 

Mr. Miller said that he understood. | 

_ I then said that, in passing, I wished to make, without implication 

of criticism, a simple objective statement of fact: we have been in- 

formed that British and French naval vessels and their armed forces 

landed therefrom recently at Amoy have withdrawn from Amoy; ° 

we have had, so far as I know, no official notification, either before or 

after the event. I said that I was mentioning this only because his 

Government and this Government have been working on the basis of 

an informal and unwritten understanding that in the event that either 

Government is making changes in the numbers and the locations of its 

landed armed forces in China it will try to consult with or notify the 

other Government in advance. I said that I well realized that there 

now exists a situation of emergency; but that I was mentioning this 

matter simply to keep the record complete. Mr. Miller said that he 

was sure that if there had been a slip-up it had been unintentional and 

his Government would be sorry. 
Srantey K. Hornseck 

1 Counselor of the British Embassy. 
* Infra. 
° Hor situation at Amoy, see vol. Iv, pp. 108 ff.
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893.0146/700 . oe | 

| _ Lhe Department of State to the British Embassy 

es Asr-Mémorre | | 
Referring’ to the British Embassy’s aide-mémoire of August 29, 

on the subject of action to be taken by or in regard to landed armed | 
| forces at Shanghai and Tientsin in certain contingencies: 

The Department of State wishes to thank the British Embassy and 
the British Foreign Office for the information given. The Depart- 
ment, having considered the inquiries made, replies as follows: — 

The American landed armed forces in China were landed and are 
maintained in that country for the purpose of protecting American 
lives and such incidental protection of American property as may be 
appropriate. They are emphatically not intended to engage In combat 
operations against authorized armed forces of any nation. Our con- 
cept, especially during recent years, has been, and is, that, in the 
presence of emergency situations wherein it appears that the local 
authorities are not able or may not be able to maintain order and to | 
afford appropriate protection to our nationals, we shall, and we do, 
at certain points land and maintain armed forces to supplement or | 
to function in substitution for the efforts of the local authorities in 
those connections. We consider it the essential mission of our landed 
armed forces to safeguard the lives of American nationals, operating 
always under rules of reason and reasonableness. We do not expect 
them to move into outlying areas or to act as guards for persons or 
property stationed in and remaining in such areas. In moments of 
special danger, we request of our nationals who are in such areas that 
they withdraw therefrom and come to points at which we can with 
reasonableness endeavor to afford them protection. We expect of our 
landed armed forces assistance in the maintenance of communica- 
tions, especially radio communications. We expect of them, in the 
event of developments which may call for evacuation of our nationals 
en masse from any given point, service in various capacities of armed 
escort. We expect of them the rendering of various miscellaneous 
services such as, for illustration, those which were rendered by them 
at Peiping in the autumn of 1937 and those which are being rendered 
by them currently in the presence of the situation produced by the 
floods at Tientsin. We expect them to operate in harmony with and 
in appropriate and practicable cooperation with the operations of the 
similarly landed armed forces of other countries whose objectives 
and problems are similar to ours. 
We have not failed to envisage the possibility of a move on the 

part of the Japanese Government or Japanese armed forces toward 
occupation of the International Settlement at Shanghai in the absence
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of war, or of possible similar acts at other pointsin China. Inasmuch 

as it cannot be known in advance under what circumstances or in 

what manner such a move might in the future be made, it has been our 

feeling that to affirm in advance what we intend to do or not to do in 

the presence of such a contingency would be inadvisable. We expect 

of our diplomatic, consular, naval, and military authorities in China — 

exercise of discretion within the framework of the principles which 

we have laid down, as stated above; we expect of them alert observa- 

tion of impending developments; we expect of them anticipatory and 

prompt reporting; and we expect of ourselves such making of deci- 

sions and such issuing of instructions as in our best judgment may be 

called for in situations of special emergency when and as situations 

develop. | | 

We share the view of the British Government that the small landed 

armed forces of the various occidental powers, in China, could not 

make any effective resistance to an effort on the part of the numeri- 

cally superior Japanese armed forces in China to seize any point at 

which the said landed armed forces of the other powers are located ; 

also, the further view of the British Government that such an effort, | 

if made, would create the various hazards to which the British Govern- : 

ment calls attention. : 

The British Government inquires in confidence whether, in the 

event of Japan becoming engaged in war with Great Britain or France, 

the Government of the United States intends to retain our garrisons : 

: in China, and, if so, what attitude we intend to adopt vis-a-vis Japan 

in the International Settlement at Shanghai. To this question, also, : 

we find it impossible to give a categorical reply. Our action will have : 

to be determined in the light of circumstances as the situation unfolds. 

We have stationed our landed armed forces in China when and as we 

have felt that circumstances called for their presence. We have 

stated publicly and repeatedly that we will remove those forces when 

and as we feel that their presence in China is no longer called for. 

The likelihood is that, in a contingency such as the British Govern- 

ment suggests, the need for presence of American landed armed 

forces for the protection of lives of American nationals would not be 

diminished. Our attitude vis-i-vis Japan in the International Settle- 

ment at Shanghai would have to be determined in the light of the atti- 

tude and acts of the Japanese and other governments and authorities. 

We would expect to continue our constant effort to afford appropriate 

«and practicable protection to our nationals under rules of reason and. 

reasonableness. 

With regard to the position of American civilian nationals at 

Shanghai and Tientsin in the event of Japan becoming engaged im 

war with Great Britain or France, we consider it likely that we would
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suggest to our civilian nationals that they withdraw to places of less 
danger. We would expect to afford assistance as regards facilities for 

| withdrawal. We would expect to continue to afford appropriate and 
practicable protection to those who decline or who find it impossible 
to withdraw. Our action, however, as the situation unfolded, would 
have to be guided by developments. | | 
With regard to a question of making suitable arrangements, should 

war supervene, for the welfare of British civilian nationals in China, 
we would be willing to approach the Japanese Government and would 
wish to be of such assistance as might be appropriate and practicable. 

Should it be found necessary for the British garrisons at Shanghai 
and at Tientsin to lay down their arms, we would be prepared to sug- 
gest to the Japanese Government either an internment or a safe evacu- 
ation of such troops under United States’ auspices. | | 
The Government of the United States of course hopes that none of 

the contingencies under reference will arise. It realizes that, if any 
of them do arise, new and difficult problems will confront all of the 
governments which have interests in China; and, having constantly 
in mind not only its own rights and obligations but the rights and 
obligations of the various countries individually and collectively con- 
cerned, it will endeavor to shape its general course and its particular 
acts with due regard to the rights, obligations and interests involved. 
Wasurneton, September 4, 1939. | | 

793.94/15840 

Lhe Department of State to the British Embassy * 

_ Wasurneton, September 5, 1939. 
The Department has just received from the American Embassy in 

Tokyo a telegram * stating that there has been given to the Chargé 
d’Affaires a copy of a note which has been handed to the Ambassadors 

, of Great Britain, France, Germany and Poland, as representatives 
of the belligerent powers, and to the Italian Ambassador, as well as to 
the Chargé, in which the Japanese Government “offered a friendly 
advice to the belligerent powers concerned that they should volun- 
tarily withdraw their troops and warships from” “those regions of 

| China which are under control of the Japanese forces”. The J apanese 
Foreign Office asked the Chargé to communicate this to the American . 
Government “for its information”. o 

“The same on the same date to the French Embassy. 
*'No. 458, September 5, 7 p. m., from the Chargé in Japan, Foreign Relations, 

Japan, 1931-1941, vol. nu, p. 9.
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Department assumes that the text of the note communicated. to it 

is identical with the text communicated to the British and other Gov- 

ernments named. | 

The Department would appreciate being informed at the earliest 

possible moment what position the British and the French Govern- 

ments contemplate taking in the presence of this communication. 

761.6211/181 : Telegram | 

The Ambassador in China (Johnson) to the Secretary of State 

| Cuunexine, September 6, 1939—9 a. m. 

: | [Received 1:47 p. m.] 

519. My 515, August 30, 9 a. m. and Department’s 165, September 

1, 7 p.m. 
1. I called upon Chiang Kai Shek September 5, 10 a. m. and read 

to him a paraphrase of the statement indicated by the Department. ; 

At his request I am leaving with him a copy to be regarded as a 

memorandum of an oral statement. | 

[2.] Chiang observed that the Department had not dealt with his 

question regarding the attitude of the American Government toward 

the German-Soviet nonaggression pact to which I pointed out that 

for the time being the conclusion of that pact did not seem directly 

to affect the international situation of the United States but I said 

that affairs were being closely watched and that if developments 

promised to affect our position the American Government would deal 

with them in accordance with its established policy. I gave him a 

copy of the summary of press comments saying that I thought this 

answered his inquiry as to reaction in the press of the United States. 

8. He also indicated some disappointment that the Department's 

reply had not commented on request that the American Government 

urge Great Britain and France not to come to any understanding with 

Japan concerning their interests in the Far East. I pointed out that 

the reply showed that the Department had not been approached by 

the two Governments in question in reference to this matter and that 

it knew of nothing to warrant his apprehensions. I pointed out as a 

further reason for him to lay aside anxiety that Great Britain already 

has terminated the Tokyo conversations on the Tientsin issue by in- 

sisting that other nations interested through the Nine Power Treaty 

must be consulted in reference to matters of common concern. Chiang 

admitted all this but he again earnestly requested that the United 

States bring influence to bear on the British and French Governments 

to conform strictly to the principles of that treaty. The point that 

caused him most concern for the time being was fear that they might
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be persuaded by Japan to close routes of communication through 
Burma and Indo-China; he argued that by closing these routes and 
thus making impossible the continuance of China’s struggle for inde- 
pendence they would be violating the treaty in a flagrant manner. 

4. Chiang evidenced disappointment that the Department’s reply 
had not been more specific in its indication of the line which future 
policy of the United States would take in the face of the changed 
situation in the world and he used a Chinese idiom to designate policy 

| which carries the implication of a charted course of action, saying 
that it was most important that he should have this knowledge in | 
order to associate China’s future course with ours. I observed that 
it was obviously impossible for the American Government to de- 
termine in advance upon any given line of action since the world 
situation was constantly changing, but I pointed out that he had just 
received unequivocal assurance that the American Government would 
not deviate from its announced principles of action, which is mutual 
respect between nations of their international obligations and of po- 
litical and territorial integrity and he then seemed somewhat reas- 
sured. He inquired whether the message I had conveyed to him was 
from the President or the Secretary of State and I replied that while 
it was from the latter he could be sure not only that it was in accord 
with the President’s views but that he was acquainted with its contents. 
Chiang asked that I convey to the Secretary his deep appreciation of 
the nature of the reply just received. | 

5. In conversations with the Minister for Foreign Affairs on the 4th - 
and 5th the Minister informed me that the Chinese Government 
learned of a Japanese intention to disarm British and French armed 
forces in Concessions and Settlements on the ground that they were 
in occupied areas which must be neutral and to assume control of such 
areas (in this connection see Shanghai’s 796, September 4, 5 p. m.). 

Repeated to Peiping, Peiping please repeat to Tokyo. 
| , JOHNSON 

740.0011 European War, 1939/164 : Telegram 

Lhe Ambassador in China (Johnson) to the Secretary of State 

Cuunexine, September 6, 1939—10 a. m. 
[Received September 7—4: 30 a. m.]_- 

520. My 519, September 6, 9 a. m. | a 
1. The following comment based on conversation with informed 

Chinese officials and on the local press throws an interesting light on 
views expressed by Chiang Kai Shek reported recently to the 
Department : |
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9, Official and press reaction here to recent European developments 

does not appear to have crystallized along definite lines though it is 

apparent that the outbreak of hostilities is genuinely deplored and 

that responsibility for the catastrophe is attributed to Hitler. The | 

majority of enlightened Chinese would have preferred to see peace 

kept in Europe as this was considered to be in the interests of China 

and now that war has come there is of course much speculation con- 

cerning its effect on China and Japan and on the war in the Far East. 

The question of future world political alignment is receiving serious 

consideration and in this connection it may be said that the Soviet- 

German non-aggression pact is regarded as having isolated Japan 

| and appears to have neutralized somewhat the adverse effects expected 

from the outbreak of hostilities and the assumed inability of Britain 

and France to protect their interests in the Far East. The following 

phases of the situation are being discussed in Chinese official circles: 

3. England and France: There is widespread apprehension that 

Great Britain and France are endeavoring to arrive at a compromise 

| with Japan, at the expense of China, in order to safeguard their in- 

terests in East Asia. Authoritative Chinese circles profess to have 

| information that the Japanese Foreign Office has already sent in- 

structions to Japanese consular establishments in China to desist from | 

the anti-British campaign but that this abrupt change in policy has 

- failed to date because of the refusal of the Japanese military authori- 

ties to conform thereto. British and French measures looking to co- 

operation with the Japanese in the occupied areas and prohibition of 

the shipment of arms through French Indo-China and Burma to 

China are thought to be possible and if carried out would affect 

China’s capacity to continue effective resistance. _ 

4. Russia: Chinese official circles appear convinced that the Soviet 

| Union will continue its policy of affording substantial material sup- 

port to China; there is reason to believe that Russia has given China 

positive assurances to this effect. Moreover it is felt that Russia will 

continue to take measures on the Siberian and Mongolian borders de- 

signed to require the presence of large numbers of Japanese troops in 

Manchuria although without any intention to start large scale oper- 

ations. In a word Russian policy is thought to envisage protection 

of its borders and those of Outer Mongolia and simultaneously assist- 

ance to China in carrying on the conflict with Japan. The coopera- 

tive characteristic of present day Sino-Russian relations appears to 

be amply evidenced not only by the steady support given by Russia 

to China but by the sudden action of Russia following the negotiation 

: of the Soviet-German pact in appointing an erstwhile Trade Commis- 

| sioner as Ambassador to China and by the reported action of China
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in accepting the appointment of the new Russian Ambassador without __ 
requiring the usual letter of credence: a : 

5. United States: Chinese opinion appears to place the greatest trust | 
and confidence in the Far Eastern policy of the United States though 
much disappointment and perturbation exist at what is regarded as 
the overly slow and cautious attitude and actions of the United States, 
Most Chinese feel that there can be no real solution of the Far Eastern 
problem without intervention of the United States in defense of the 
concepts of the treaties, and that such action on the part of the United 
States would soon force Japan to abandon its present attempt to obtain _ 
the hegemony of East Asia. While few Chinese feel'that the United 
States should or need become embroiled in armed conflict with Japan, 
they believe that the United States should sever trade relations with 
Japan or at least stop shipments to that country. mo 

6. Japan: Chinese observers are of the opinion that apart from 
endeavoring to mitigate the effects of the German-Russian non-aggres- 
sion pact as related under paragraph 8 above the new J apanese Cabi- 
net will adhere to the policy of recent Cabinets in respect of China. 
They believe that there will be an intensification of J apanese efforts 
to obtain economic control of the French-British areas as exemplified 
by the recent order for the collection of [revenue?] at Shanghai in 
Huahsing currency and the scheme for a central puppet regime under 
Wang Ching Wei and that a final supreme military. effort will be made 
to [apparent omission] organized Chinese military intentions. The 
threat of Japanese financial and currency measures appears to cause 
the most apprehension among the three measures outlined above ; Wang 
Ching Wei’s activities are regarded as unlikely to succeed. The con- 
viction is expressed in Chinese military circles that the Chinese Army 
is fully capable of coping with any J apanese attempt to advance into 

| West China. | 
| It is stated that China has approximately 1 year’s supply of war 

materials and is almost self-sufficient in respect of small arms upon 
which it largely relies in the [guerilla ?] type of warfare being con- 

_ ducted today. 
In summary then Chinese opinion does not feel that the opening 

of general hostilities in Europe will exert any immediate or profound 
influence on the trend of developments in the Far East but certain 
secondary possibilities are causing anxiety as potentially prejudicial 
to China’s success in the hostilities. 

Repeated to Peiping, Peiping please mail to Tokyo. | 
JOHNSON
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793.94/15349 ; Telegram | 

The Chargéin Japan (Dooman) to the Secretary of State 

|  Toxyo, September 6, 1939—7 [5] p. m. 
[Received September 6—11: 08 a. m.] 

459. Our 458, September 5, 7 p. m.® 

1. There is quoted in the telegram immediately following * the text 

of a telegram which the British Ambassador despatched today to Lon- 

don suggesting in outline the reply which should be sent to the Jap- 

anese Government’s note quoted in our telegram under reference. The 

French Ambassador is telegraphing in substantially similar terms to 

his Government. 

_ [For paraphrase of remainder of telegram No. 459, see Foreign 

Relations, Japan, 1931-1941, volume IT, page 10.] 
Dooman 

893.1028/1877 : Telegram _ 

The Ambassador in China (Johnson) to the Secretary of State 

| Cuunexine, September 7, 1939—1 p. m. 

: [Received September 7—4: 30 a. m. ] 

| 521. Shanghai’s 796, September 4,5 p.m. A responsible official of 

the Chinese Foreign Office has orally informed an officer of the Em- 

bassy that the Chinese Government has information that the Japanese 

authorities intend as of noon of September 8 to commence replacement 

with Japanese forces of the armed forces of the belligerent nations 

in the French Concession and the International Settlement of 

Shanghai. | : a - 

Repeated to Peiping and Shanghai. Shanghai please repeat to 

Tokyo. | | J OHNSON 

793.94/15352 : Telegram TO 

The Ambassador in the United Kingdom (Kennedy) to the Secretary 

of State 

Lonpon, September 7, 1989—7 p. m. 
[Received September 7—2: 08 p. m.] 

| 1502. Your 813, September 6, 6 p. m.2 The Department’s inquiry 

was discussed informally at the Foreign Office today. They hope in 

~ § Foreign Relations, Japan, 1931-1941, vol. 0, p. 9. 
™No. 460, September 6, 7 p. m. (not printed) ; in this telegram, the Chargé in 

Japan quoted the British Ambassador’s telegram suggesting that his Government 

inform the Japanese Government of its intention to retain its troops and ships in 

the Far East as long as needed to protect British interests and that it was 

" anxious to continue efforts to settle differences with Japan by friendly nego- 

tiations (793.94/15348). | 

. ® Not printed ; see first paragraph of telegram No. 276, September 6, 6 p. m., to 

the Chargé in Japan, Foreign Relations, Japan, 1931-1941, vol. 1, p. 12. 
\ 278040—55——16 

|
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| the immediate future to be in a position to exchange views with us. 
It was stated informally, however, that in the last analysis the posi- , 
tion that Great Britain would have to take will, in view of existing 
circumstances, have to depend on what the position of the United 
States is to be. 

| | KEennepy 

893.0146/722 : Telegram | | Oo | 
Lhe Secretary of State to the Chargé in Japan (Dooman)*™ 

Wasuineton, September 7, 1939—7 p. m. 
277. Your 463, September 7, 6 p.m Following a conference 

which I had at the White House, I requested the J apanese Ambassa- 
dor to call today at 5 p. m., at which time I made to him an oral 
statement substantially as follows: _ 

[See memorandum of September 7 printed in Foreign Relations, 
Japan, 1931-1941, volume II, page 12.] | 

Hoi 

800.3393/622 : Telegram 

Lhe Consul General at Canton (Myers) to the Secretary of State 

| | Canton, September 7, 1939—11 p. m. 
| - [Received September 183—1 : 35 p- m.| 

112. This afternoon my Japanese colleague called and after stat- 
ing that Japan will remain strictly neutral in the European war 
and that it will concentrate on the China affair informed me that he 
had this morning asked the British Acting Consul General and [the 
French?] Consul General to withdraw their gunboats from Canton 
waters. He added that this information was being conveyed to me 
and the Italian Consul under instructions from his Government. 

It is understood that the Consuls concerned have referred the 
matter to their respective Governments. It may be mentioned that 
the French gunboat is now in Hong Kong and that J apanese agree- 
ment to its return to Canton might be difficult to obtain. There is one 
British gunboat here. . 

It will be recalled that shortly after the commencement of the 
World War the German gunboat at Canton was disarmed and placed 
in the custody of the customs and that the British and French gun- 
boats were withdrawn from Canton waters. 

Repeated to Chungking, Peiping, Hong Kong. 

Mvrerrs 

“The same telegram, with an introductory sentence, sent on the same date to 
the Ambassadors in France and the United Kingdom as Nos. 818 and 844, 
respectively. 

° Foreign Relations, Japan, 1931-1941, vol. m, p. 15.
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%93.94/15354: Telegram 

The Ambassador in France (Bullitt) to the Secretary of State 

. Paris, September 8, 1939—-1 p. m. 

[Received September 8—12: 55 p. m.] 

1842. I communicated the contents of your 818, September 7, 7 

p. 12° to Leger™ this morning. He replied that the information 

reached him most opportunely since he had received this morning 

from the British Foreign Office a statement of the views of the British 

Government on this subject. | 

He gave me briefly the gist of the British position which was: that 

unless the Government of the United States prepared to take an ener- 

getic position with regard to this matter the British Government 

_ would feel obliged to withdraw all British troops from China giving 

as an excuse the need for such troops in Europe. 

Leger expressed his profound gratitude for the information which 

I had been able to give him. | = 

: | | - Buiurrr 

793.94/15866: Telegram - 

The Counselor of Embassy in China (Lockhart) to the Secretary | 

of State 

| | Prreine, September 9, 1939—noon. 

[Received September 10—5 a. m.] 

475. The Counselor of the Japanese Embassy called on me late 

yesterday afternoon and handed me a copy of the statement contained 

in Tokyo’s #458, September 5, 7 p. m. to Department.” The Coun- 

selor stated that the copy was furnished under instructions from his 

Government. He remarked that he hoped that it would be under- 

stood that the Japanese Government had no intention of taking ad- 

vantage of the European situation and that the advice looking to 

the withdrawal of the British and French troops from the Conces- 

sion and Settlement areas was intended as a precautionary measure 

against possible trouble between the Japanese and British and French. 

He remarked further that troops might get out of control as the result 

of some more or less minor incident. He stated that whereas diffi- 

culties between soldiers of the British and Japanese forces have here- 

| tofore been amicably settled (these having been settled by him during 

the past week) he was not so certain that further incidents of this 

| kind could be adjusted inasmuch as the new situation growing out of 

: See footnote 8a, p. 238. 
11 Secretary General of the French Foreign Office. 

| 2 Foreign Relations, Japan, 1931-1941, vol. H, p. 9. 
| 2 Similar Japanese notices were given American consular officers at Hankow, 

Shanghai, and Tsingtao.
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the war had made the soldiers less amenable to discipline and more 
apt to create disturbances. My only comment was that it seemed to 
me the responsible officers could be depended on to control their men — 
and that both officers and men should be even more anxious than be- 
fore to maintain peace and order in the neutral areas. He stated that 
the Japanese were quite prepared to guarantee the maintenance of 
peace and order and that there was no disposition to oppress Britain 
and France. a | - 

Repeated to Chungking, code by air mail to Tokyo. 
|  Lockuarr 

793.94/15367 : Telegram . 

Lhe Ambassador in China (Johnson) to the Secretary of State 

| _ Cuunexine, September 10, 1939—10 a. m. 
[Received September 10—5 a. m.] 

523. Following is substance of a message which Rajchman ™ asked 
McHugh to send for him to Ambassador Bullitt. He informs 
Bullitt that he would be grateful if Mandel * informed that Chiang 
Kai Shek is determined to resist and resents French diplomatic sug- 

: gestion of compromise with Japan. Says it is important that supplies 
now at [Haiphong?] and in transit reach interior as rapidly as 
possible. He presumes that arrangements conveyed through him still 
stand and that French Government is therefore ready to set up pro- 
posed transit Bureau. He is proceeding to Hanoi next week to meet 
Catrou * and trusts that Catsamara ” has been authorized to discuss 
freely with him this and other questions which were arranged at time 
of his departure from Paris. Says apprehension exists here of a 
liquidating deal between Allies and Japan which might result in dif- 
ficulties over the further use of Burma and Indo-China routes and 
that this feeling is being exploited here by Soviet sympathizers and 
those other Communists. Says that it is important that Allies firmly 
reassure China on this point and affirm that they will not condone 
Japanese aggression. He points out that fresh supplies from the 
West must necessarily originate predominately from United States 
unless China is to be thrown exclusively on dependence upon Soviet 
Russia particularly since China aviation now depends largely upon 
Soviet pilots. Says Chinese leaders appreciate his sympathies. 
We did not endeavor to communicate this message to Ambassador 

Bullitt, merely to send it to Washington there to be dealt with as 
Department considered fitting. J 

OHNSON 
“Ludwig W. Rajchman, Polish technical adviser of the League of Nations to 

the Chinese Government. 
Georges Mandel, French Minister of Colonies. 

* Acting Governor General of French Indochina. 
* Apparently Japanese Army agent in French Indochina.
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893.0146/701 : 

Memorandum by the Adviser on Political Relations (H ornbeck) 

| [Wasutneron,] September 11, 1939. 

Reference, London’s strictly confidential telegram no. 1541, Sep- 

tember 8, 11 p. m.,2 and Department’s telegram no. 844, September 7, 

9 p. m., to London.” 
On the evening of September 9, with the approval of FE” and 

authorization of the Secretary, I talked with Mr. Mallet as follows: 

I referred to the British Embassy’s aide-mémoire of August 29 on 

the subject of use of landed armed forces in China and to the Depart- 

ment’s aide-mémoire in reply of September 4. I then read to Mr. 

Mallet the statements which Mr. Kennedy attributes to Mr. 

Cadogan * to the effect that, as the British defense forces at Tientsin 

| consist of only half a battalion, there would be, “if the J apanese 

attempt to go the limit there”, nothing that those soldiers could do 

except, if ordered to do so, to die fighting; and that he, Cadogan, 

_ thought such a stand would be unwise; and, that the British Govern- 

ment still has under consideration the reply to be made to Japan, it 

being obvious that they cannot offer a show of force and that what 

they do in last analysis depends on what the United States does. I 

said that, on the basis of the British Embassy’s aide-mémoire of 

August 29, we had assumed that the British Government had already 

arrived at fixed conclusions and had given instructions covering such 

contingencies. I further said that it is our view that it is one thing 

to yield positions and to submit to impairment or destruction of rights 

in the presence of force majeure and quite another thing to capitulate 

to threats or to sign away rights or titles; that, although this Gov- 

ernment had felt it desirable to make to the Japanese Government 

critical and adverse comments on the subject of the “advice” given by 

the Japanese Government to the belligerent governments and shown 

“for information” to this Government and at least one other neutral 

government, we are wondering whether there is really any necessity 

for the making by the belligerent governments of any specific reply 

to the Japanese Government’s communication ; that there seem to us 

three possibilities, to give a “yes” answer, to give a “no” answer, Or 

to make no reply at all; and that the making of no reply at all would 

leave the Japanese guessing and would leave the question open. 

Mr. Mallet thanked me for giving him this expression of views 

and said that he would send off during the night a telegram giving 

their substance. 
—_—_—__——- Srantey K. Hornpecre 

8 Not printed. 
1 See footnote 8a, p. 238. 

2 Division of Far Hastern Affairs. 
; 1 Gir Alexander M. G. Cadogan, British Permanent Under Secretary of State 

| for Foreign Affairs. 

{
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. 793.94/15369 : Telegram 

The Ambassador in France (Bullitt) to the Secretary of State 

| Paris, September 11, 1939—1 p. m. | 
| | | [Received September 11—11: 53 a. m.] 

1901. Chauvel, Chief of the Far Eastern Section of the Foreign 
Office, called on me this morning to show me in greatest confidence 
a note which had been received last night by the French Government 

| from the British Government dealing with the question of withdrawal 
of troops from China referred to in your 818, September 7, 7. p. m.” 

The British note stated that the American Ambassador in London 
had communicated the contents of your telegram under reference to 
the British Government. | , a 

The British Government nevertheless was not certain to what 
extent this statement of the Secretary of State to the Japanese Am- 
bassador indicated that any real support from the American Govern- 
ment could be expected in the Far East. It was the impression of | 
the British Government that while the position of the Government of 
the United States with regard to Shanghai might be more or less 
firm the United States would be unwilling to take any position with 
regard to the Tientsin area in which America had no interests and 
Great Britain was greatly exposed. | | , 

The British note went on to say that the British Government was 
most apprehensive that at any moment there might be military 
clashes between the British forces in the Tientsin area and the 
Japanese. The British Government had decided therefore to suggest 
to the French Government that the British Government should inform 
the Japanese Government immediately that since Great Britain needed 
the troops and officers now in China for use in the war now in progress 
in Europe these troops would be withdrawn immediately from the 
Tientsin area ; but that the question of withdrawal from the Shanghai 
area was a more complicated one which was being studied. 

The British note went on to say that the British Government hoped 
that the French Government would agree that this was the wise policy 
to pursue, and asked for an immediate reply from the French 
Government. 

(Incidentally Leger had made an annotation on the British note 
stating that when it had been delivered to him by Mr. Wright, First 
Secretary of the British Embassy, Mr. Wright had added the infor- 
mation that Ambassador Craigie in Tokyo was opposed to the with- 
drawal of British troops from the Tientsin area.) 

Chauvel said that both he and Leger were opposed to the policy 
that the British desired to pursue. They felt that if the British 

* See footnote 8a, p. 238.
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should withdraw their troops in this manner the Japanese would be 
encouraged to make further demands. 

They both felt that there was a possibility that a settlement might 
be reached of the war between China and Japan provided France, 
England, and the United States should show sufficient firmness at 
the present time. : 

They both felt that the statement of the Secretary of State to the 
Japanese Ambassador on September 7th * had been of the utmost 
importance and they desired to reply to the note of the British Gov- 
ernment that in view of the statements of the Secretary of State they 
believed that the French and British Governments should take no 
action in the premises without previous consultation with the Ameri- 
can Government. | | | 

I gathered that the French Government would reply to the British 

Government this morning advising the British Government that in 

its. opinion the French and British Ambassadors in Washington 
should be instructed to call on you at once to discuss this question. 

Chauvel added that he had two pieces of fragmentary information 
supposedly of great importance. A telegram from the French Am- 

| bassador in Tokyo which had been badly garbled in transit a portion 

of which was missing indicated that on the 26th or 27th of last month 

the Japanese forces had been defeated severely by Russian forces in 

an engagement on the Manchurian-Mongolian border. The second 
piece of information was a brief word from Saint-Quentin * to the 
effect that the American Government had information that the Ger- | 
man Government through its Ambassador in Moscow had been able 

to arrange an agreement between the Soviet Union and Japan.” 

Chauvel concluded by saying that under the circumstances it was 

obvious that the question must be discussed in Washington and that 

the French Government would not acquiesce in the policy proposed by 

the British note before consultation with Washington. 
Bu.ui1t 

793.94119/580 : Telegram . 

The Counselor of Embassy in China (Lockhart) to the Secretary 

of State 

Perernea, September 11, 1939—2 p. m. 
[Received September 11—9 : 44 a. m.] 

478. Following sent to the Ambassador, September 8: 

“September 8,3 p.m. Dr. Stuart brought me a telegram recently 
which he asked me to send to Doctor Kung through you and which I 

| 3 See memorandum by the Secretary of State, September 7, Foreign Relations, 
Japan, 1931-1941, vol. 1, p. 12. 

74 French Ambassador in the United States. 
| * See pp. 1 ff. 

|
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declined to send because I felt that the contents of the message were 
such that if they were to become known now or later the Embassy at 
Chungking and here as well might be greatly embarrassed. Dr. 
Stuart thoroughly understood and appreciated my position. | 

He has now brought me another telegram for Kung the substance of 
which is as follows in case you wish to bring it to the attention of the 
addressee : | : | 

Definite progress making. If recent happenings cause variation from our con- 
versation please advise me word. (End of summary.) a 

In the utmost confidence Stuart informed me that the above message 
has to do with peace overtures and that both Kung and Chiang Kai 
Shek are privy to what is going on here between Stuart, Wang Keh 
Min and Kita. Stuart stated that he thought that within 2 weeks 
some sort of a concrete peace proposal might be formulated and put — 
forth. He seemed somewhat optimistic that the military authorities 
might make some concessions not heretofore thought likely. 

I should greatly appreciate some indication from you as to just how 
far I should go in transmitting to you, and in what form, messages or 
information such as contained herein. My own feeling is that such 
messages should not be transmitted. If you consider that this tele- 
gram should be repeated to the Department, which I believe should 
be done in view of the information contained therein, please advise 
me.” - ; —— 

Following reply has been received today : 

“September 10, 9 a.m. Your September 8,3 p.m. I agree that 
neither you nor I should have anything whatever to do with trans- 

| mission of such messages. Please give Department copy of your 
message and this reply.” 

- LockHART 

893.0146/698 : Telegram | | | 

| The Ambassador in the United Kingdom (Kennedy) to the Secretary 
| of State 

: Lonpon, September 11, 1939—8 p. m. 
[Received September 11—4: 06 p. m.] 

1597. My 1541, September 8, 11 p. m.,” last paragraph. The head 
of the Far Eastern Department of the Foreign Office stated in a con- 
versation this afternoon that they are considering the possibility of 
using the flood situation at Tientsin as the ostensible reason for pulling 
the British troops out. This would arise of course only in the event 
that countries with armed forces at Tientsin agree as to a policy of 

: withdrawal. According to reports received by the Foreign Office, 
floods have made completely uninhabitable the British barracks at 
Tientsin and sanitary conditions are so bad that the health of the 
troops is in serious danger. 

* Not printed.
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The official suggested that they would simply notify the Chinese 

that, owing to the situation created by the floods, the destruction of 

the barracks, danger to health through unsanitary conditions, et cetera, 

they had decided to withdraw the British troops subject however to 

the proviso that they would be returned later if the British Govern- 

ment deemed it necessary. After this arrangement had been made 

with the Chinese, they would then inform Japan of what had been 

done. | : 

I was requested to transmit the foregoing information to the De- 

partment simply as an indication of what is considered here to be a 

possible way of procedure. 

| | | | KENNEDY 

793.94,/15367 : Telegram . 

The Secretary of State to the Ambassador mn China (Johnson) 

- ‘Wasuineron, September 12, 1989—5 p. m. 

170. Your 523, September 10,10 a.m. The Department has tele- 

graphed Ambassador Bullitt at Paris a paraphrase of the message con- 

tained in your telegram under reference and has added 2 additional 

paragraphs of comment which are quoted for your information and 

guidance, as follows: | | a 

| “We are informing Johnson that we have transmitted this message 

| but are asking him to discourage the author from requesting any 

repetition of such use of our channels. 

For your further information, we find both the Chinese and the 

Japanese Governments constantly seeking to convey by indirect routes 

or unofficial channels, and often by both, views and inquiries and sug- 

gestions which we feel should, so far as we are concerned, be com- 

municated by them to us directly, if at all. It is our policy to dis- 

courage, of course tactfully and always with possible exception in the 

light of circumstances, such procedure.” | 

ef. a oe 
Hoi. 

793.94/15371 : Telegram 

The Chargé in Japan (Dooman) to the Secretary of State 

Toxyo, September 12, 1939—7 p. m. 

[Received September 18—7 a. m.] 

471. 1. The Imperial Headquarters has just issued the following 

communiqué: | 

“In view of present conditions and to facilitate final settlement of 

the China incident, the new Supreme Command of the armies in China 

has been established.” 

2, The War Department simultaneously announced the following 

| appointments: General Toshizo Nishio, Commander in Chief of the 

\
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armies in China; Lieutenant General Seishiro Itagaki, Chief of Staff 
_ of the armies in China; Lieutenant General Yoshijiro Umezu, Com- 

mander in Chief of the Kwantung Army; General Gen Sugiyama has _ 
been appointed to the Military Council. a | | 

_ Shanghai please repeat to Chungking, Peiping. 
. Cn | | ~  Dooman 

740.00111 European War, 1989/185:: Telegram _ 

Lhe Chargé in Japan (Dooman) to the Secretary of State 

Toxyo, September 13, 1989—8 p. m. 
[Received September 18—2: 05 p. m.] 

474, Our 472 of September 12, 8 p. m.” The French Counselor 
delivered to the Foreign Office yesterday afternoon under instructions 
from his Government a note identical to that delivered by the British 
Embassy. | | 

_ At the time Baron Fain delivered the note he remarked to Kuri- 
hara * that as set forth in the note he failed to understand the reasons 
for the advice given in the Japanese note of September 5. Kurihara’s 
reply as telegraphed to Paris by the French Embassy reads in trans- 
jation as follows: Oo | 

“1, In China in the cities where there are French Concessions there 
are Japanese civilians and military who are hostile in sentiment toward 
France and England which countries are considered to be aiding 
Chiang Kai Shek. It is believed that because of these hostile feelings 
there may be serious incidents due to the war in Kurope. As a matter 
of fact there are Japanese who wish to use the war in Kurope as an 
excuse to drive out the French and English troops and take over the 
Concessions. For these reasons the Japanese Government thinks it 
is preferable now to remove the causes which might bring about an 
incident and these causes are considered to be the presence of troops 
and warships. ~- 

2. Kurihara also gave as secondary reasons the following: 

The disputes which have already arisen with Germans in the 
Settlement. 

The possibility of hostilities in Shanghai should the Italians 
enter the war. 

The departure in 1914 of the French and J apanese troops as 
well as the absence of a French garrison in Shanghai. 

3. During the discussion which followed Kurihara developed the 
following thesis: 

“We are sure that the Soviets will not attack us and we wish to profit thereby to bring to an end the China incident, settlement of which has been only retarded by English and French aid to the Chinese. The J apanese are therefore profoundly 

77 Not printed. 
* Director of East Asiatic Bureau, Japanese Foreign Office.
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hostile toward the English (infinitely more so than they are towards the Ger- 

mans). From all of which arises our wish to avoid incidents.’ ” 

Shanghai please repeat to Chungking, Peiping. 
- DooMAN 

893.0146 /694 : Telegram 

The Ambassador in France (Bullitt) to the Secretary of State 

Paris, September 13, 1939—3 p. m. 

[Received September 13—2:08 p. m.] 

1936. My 1901, September 11,1 p.m. Leger informed me this morn- 

ing that the French Government had sent a note yesterday to the 

British Government expressing the opinion that before the British 

troops should be withdrawn from the Tientsin area or other places 

in China the British and French Governments should consult the 

Government of the United States in Washington. 

Leger added that this note had been crossed by an urgent note from 

the British Government which had reached him this morning which 

stated that the British Government desired to withdraw at once not 

only its soldiers from the Tientsin area; but also its naval vessels from 

the Yangtze. | a 

The British Government was informed that whatever might be the 

policy of the Japanese Government the Japanese Army in China 

desired to provoke conflict with France and Great Britain and desired 

to reach an immediate agreement with both Germany and the Soviet 

Union. | 
The British Government was apprehensive that any day might bring 

action by the Japanese Army in China which might be the spark that 

would set off war between Great Britain, France and Japan. The 

British therefore desired to use the excuse of the floods in the Tientsin 

area to withdraw from that area and also desired to get the boats on 

the Yangtze out at once. | | | 

Leger added that the French Ambassador in Tokyo had telegraphed 

recommending that the French commanders of French naval vessels 

in Chinese waters should be given full discretion to accept demands 

of the Japanese if they should consider acceptance desirable. 

Leger said that his own information indicated that the Germans 

were working with some success to bring together the Soviet Union 

and Japan. He did not believe that agreement had yet been reached 

between the Soviet Union and Japan but he believed that discussions 

were under way which might lead to agreement between the Soviet 

Union and Japan and might lead to a great intensification of pres- 

sure against the French and British in China. 
BuLuirt
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793.94/15372 : Telegram | 

Lhe Ambassador in France (Bullitt) to the Secretary of State 

Panis, September 13, 1939—7 p. m. _ 
_ [Received September 183—6: 47 p. m.] | 

1953. For Hornbeck. Your 884, September 12, 5 p.m.” T have not 
transmitted and will not transmit the message you communicated in 
your telegram under reference. I have, however, requested Rajch- 
man’s eminent associate in Paris to inform Rajchman that I resent his 
attempt to use me as a hopper for communications of this sort. 

- BULLITT 

761.94/1184: Telegram Oo 
Lhe Ambassador in France (Bullitt) to the Secretary of State 

Paris, September 14, 1939—6 p. m. 
7 | | [Received 6:20 p. m.] 

1972. Information reaching the French Government from a num- : 
ber of different sources indicate that the J apanese Government has 
reached some sort of an agreement with the Soviet Government which 
has relieved the Japanese Government of all fear of attack by the 
Soviet Union. | 

I should be greatly obliged if you would telegraph me any informa- 
tion that you may have on this subject. | 

The Chinese Ambassador called on me today and stated that his 
Government feared that in spite of the assurances which had been 

: given to Sun Fo* recently in Moscow to the effect that the Soviet 
| Union would continue to support and supply the Chinese Govern- 

ment the Soviet Union might be engaged in reaching some sort of 
an agreement with Japan. 

He stated that he saw many signs that Great Britain and France 
were about to diminish seriously their support of the Chinese Govern- 
ment. He added that if the Soviet Government should reach agree- 
ment with the Japanese Government he feared the British and French 
Governments might be obliged to promise to close the Indo-China and 
Burma routes. 

He stated that he believed that the Japanese Government would 
recognize de facto a so-called Chinese Government under Wang Ching 
Wei and would henceforth attempt to make the war in China appear 
to be a civil war between two rival factions of Chinese. The Wang 
Ching Wei Government would be used by Japan to drive the French, 
British, and Americans out of China. 

” Not printed, but see telegram No. 170, September 12, 5 p. m., to the Ambassa- 
dor in China, p. 245. 

” President of the Chinese Legislative Yuan.
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The Chinese Ambassador expressed the opinion that if a Wang 

Ching Wei Government should be set up and if France and England 

should withdraw their present support of the Chinese Government 

Chiang Kai Shek might lose the support of the Chinese people which 

he has today and resistance to Japan might collapse. 

Information as to the exact status of relations between Japan and 

the Soviet Union is obviously of vital importance. _ 

: BuLuirr 

761.94/1141 
Oo | . 

The Chinese Embassy to the Department of State * 

| Reliable Chinese source from Moscow reports that responsible 

Soviet authorities have stated that the rumor of the negotiation of a 

non-aggression pact between Soviet Russia and Japan is absolutely 

groundless; that it has been the determined national policy of Soviet 

Russia to give China sympathetic assistance in her resistance to 

Japan; and that such policy will in no way be affected by the chang- 

ing situation in Europe. oo | | 

The Soviet authorities have further declared that: 

(1) The Soviet Government, faithful to its traditional policy and | 

to the recent decision of the Supreme Council to maintain strict 

neutrality toward the war in Europe, will certainly not participate in 

the European conflict; and 
(2) The Soviet Government will always be on the alert and be 

ready to deal effective blows to the Japanese. The rumor of the nego- 

tiation of a non-aggression pact between Soviet Russia and Japan must 

have been fabricated with malicious motive. 

[Wasuineton,| September 14, 1939. 

893.0146 /695 : Telegram | 

The Ambassador in France (Bullitt) to the Secretary of State 

Paris, September 15, 1939—1 p. m. 
| [Received September 15—10: 20 a. m.] 

1978. Leger said to me this morning that the British Government 

had made no reply to the French Government’s note suggesting that 

the British and French Governments should consult Washington 

before withdrawing any troops or naval vessels from China. 

The British Government had informed the French Government 

1 Transmitted by the Adviser on Political Relations to the Secretary of State 

on September 15 with comment as follows: “I see no reason for doubting that 

‘responsible Soviet authorities’ have made the statements attributed to them. 

However, what they might say or do in one connection need in no way be con- 

sistent with what they might say or do in another connection.”
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last night, however, that it was sending the French Government 
another note this morning urging most strongly that orders for the 
withdrawal of British and French military units from China should 
be issued with the greatest haste. _ . : 

The British Government feared immediate incidents which might 
provoke armed conflict between Great Britain, France and Japan. 

Leger added that the British Government had been unable to obtain 
_ any authoritative information on the present negotiations between the 

Soviet Union and Japan but feared that they might result in J apan 
being given a free hand in the Far East. 

Bouiirr 

761.94/1136: Telegram . 

Lhe Ambassador in France (Bullitt) to the Secretary of State 

Paris, September 15, 1939—5 p. m. 
, [Received September 15—2: 45 p. m.] 

1986. The Chinese Embassy in Paris informs us that Sun Fo called 
on Molotov yesterday and requested information regarding the 
Soviet-Japanese negotiations which he understood were being 
carried on. | a 

In reply Sun Fo received assurances that there would be no change 
in the Soviet foreign policy vis-4-tis the Far East. 

BuLuirr 

798.94/15839 | | 
Memorandum by the Adviser on Political Relations (H ornbeck) to 

the Secretary of State 

[Wasuineron,] September 16, 1939. 
Mr. Secrerary: There is attached (sent to you by Admiral Stark 83) 

a copy of a full report which Admiral Yarnell * made to the Secretary 
of the Navy under date July 20, 1939 on the subject “The Far Eastern 
Situation”.* I feel moved to call to your attention some of the views 
which Admiral Yarnell expresses in this report, as follows: 

(1) Japan will intensify its campaign against the foreign conces- 
sions. This campaign is the major one in Japanese minds. Taking 
over the concessions, thus acquiring control of trade and finance and 
capturing the silver stocks, would be equivalent to many victories on 

“ See also telegram No. 546 bis, September 15, midnight, from the Ambassador 
in the Soviet Union, p. 70. 

* Adm. Harold R. Stark, Chief of Naval Operations. 
* Adm. Harry E. Yarnell, then Commander in Chief, U. 8. Asiatic Fleet. 
* Not printed.
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the battlefield. It would also mean elimination, perhaps only tempo- 

rarily, of the white race from China and would, consequently, spur 

Japan to greater efforts to terminate the “incident” successfully. 

Conversely, the effect on the Chinese Government would be disastrous. 

The campaign against British interests coupled with studied friend- 

ship for the United States and France is a simple-minded effort to 

prevent concerted action. (pages 8-9) 

(2) The Tokyo Government is generally impotent to deal with 

affairs in China. In many cases it is entirely ignorant of what is 

going on. Japan’s policies are determined by a ruthless military 

clique which understands nothing but force. The Commander in 

Chief, Asiatic Fleet, has recommended that, for every note written, 

there should be some increase in United States armed forces in the 

Far East. (page 10) | 

(3) A free, stable, democratic government in China is essential to 

the peace of eastern Asia and our own welfare. For our safety, we 

cannot permit a nation imbued with the views of Japan’s ruling 

clique to acquire the power resultant from domination over the people 

and resources of China. We should support a free government in 

China, and our own rights in the Far East, even if it results as a last 

resort in armed intervention. (page 10) 3 | 

(4) In dealing with Japan we should recognize that any action 

supporting the Chinese Government will receive the backing of Great 

Britain. (Note: This was written before the Russo-German non- 

ageression agreement and recent reports of Anglo-Japanese discus- 

sions looking toward basic agreement. Today Admiral Yarnell 

might assert that our action would in fact be to Britain’s long-time 

advantage. The primary emphasis in this part of Admiral Yarnell’s 

report was upon the essential unity of interests and the need for unity 

of action by the democratic countries.) The “pulling of chestnuts” 

, is a mutual affair in the Far East and we should never become in- 

volved in disputes singlehanded (i. e. presumably, allow ourselves to 

be maneuvered by the Japanese into a position of isolation when Brit- 

ish and other European interests are basically similar). (pages 

11-12) : | 

(5) The four interested signatories of the Nine Power Treaty, 1. e. 

France, Great Britain, the Netherlands, and the United States, should 

re-affirm in positive terms that no settlement will be recognized that 

is not in consonance with that treaty. Also, every support should be 

given the Chinese Government to enable it to continue the war. 

Chiang Kai-shek is the national hero of the great mass of the Chinese 

people. If his government falls, chaos will rule in China. (page 20) 

STranLey K. Hornseck
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- 893.0146/696a ; Telegram : OS . | 

-. Lhe Secretary of State to the Chargé in Japan (Dooman)* 

. ., Wasuineton, September 16, 1939—4 p. m. 
| 290. Department’s 277, September 7,7 p.m. On September 15 the 

Japanese Ambassador called at his own request * and stated that his 
Government had instructed him to elaborate upon what he had said 

| to me last week.* He prefaced his statement by indicating that he 
wished to include in his discussion the armed forces of the powers 
at Tientsin and Peiping as well as at Shanghai. I interrupted to 
say that while our conversation last week related primarily to the 

| situation in the International Settlement at Shanghai I had in mind 
also the Tientsin and Peiping situations but assumed that no special 
discussion of the situations at Tientsin and Peiping was necessary for 
the reason that the rights of all foreign governments in respect to 
the stationing of armed forces there were fixed by the Boxer Protocol. 

The Ambassador went on to say that Japan was desirous of remain- 
ing neutral in the European war and that Japan’s démarche to the 
British and French to withdraw their troops would tend to remove 

_ complications and possible clashes as, for example, between British 
and French troops on the one hand and Italian troops at Shanghai 
should Italy enter the war or between British troops and German 
nationals at Shanghai. The Ambassador added that his Government 
had no idea of inviting the American armed forces to withdraw from 
Shanghai. He indicated also that the Japanese and American Gov- 
ernments might be in key positions to promote peace should psychologi- 
cal occasion present. itself. | 

I pointed out to the Ambassador that the primary functions of the 
armed forces of the powers at Tientsin and Peiping and in the Inter- 
national Settlement at Shanghai were that of guards as a protection 
against uncontrolled irresponsible forces with which the regular police : 
could not cope and that consequently the Japanese Government was 
not warranted in proposing the withdrawal of the British and French 
armed forces on the theory that they were forces with primarily mili- 
tary functions. I asked that his Government keep in mind that ques- 
tions pertaining to these forces have no important direct relationship 
with whatever plan Japan now hasin China. I reemphasized the view 
of this Government that for the Japanese to force the British and 
French forces out of Shanghai would disrupt the whole structure of 
the administration of the International Settlement, would seriously 

* Similar telegrams were sent to the Embassies at London and Paris for the British and French Foreign Offices and to the Consul General at Shanghai. * See memorandum by the Secretary of State, September 15, Foreign Relations, 
Japan, 1931-1941, vol. n, p. 15. 

* See memorandum by the Secretary of State, September 7, ibid., p. 12.
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affect the rights and interests of Americans there, and would lend 

color to reports already prevalent that Japan’s purpose is to sweep 

all foreigners out of China. I pointed out also that the feeling created 

among the American people against Japan would result in losses to 

Japan outweighing any trivial advantage gained by Japan from the | 

action under reference, if taken. 7 

When the Ambassador said that his Government would expect to 

confer with this Government in regard to questions relating to the 

policing of the International Settlement at Shanghai I made no com- 

ment. LIadded, however, that, taking the genesis of the entire situation 

there and considering all of its phases up to the present, my Govern- 

ment could not bring out its guards on the basis of an unwarranted 

suggestion or threat by another government. The Ambassador made 

no comment on this. He left with a promise that he would take up the 
matters further as I had requested. 

You are authorized in your discretion to inform your British and 

French colleagues-orally and in confidence of the foregoing. | 

| Ho 

893.0146/7038 

Memorandum of Conversation, by the Adviser on Political Relations 

(Hornbeck) | 

[WasHineton,] September 18, 1939. 

The Italian Ambassador called on me, having been referred to me 

by Mr. Dunn.” The Ambassador wished to talk about the foreign 

armed forces in China. In reply to a question which I had put to Mr. 

Dunn, the Ambassador had stated to Mr. Dunn that he was calling on 

this subject under instruction from his Government. 

The Ambassador opened the conversation with a confused and in- 

accurate account of the notification (“advice”) given by the Japanese 

Government to the belligerent governments suggesting that those gov- 

ernments withdraw their naval vessels and troops from China. The 

Ambassador inquired what were the American Government’s views. 

I made to the Ambassador a precise statement regarding the “advice” 

given to the belligerent governments and the information thereof given 

to this Government and, as we understood it, to the Italian Govern- 

ment. I then said that this Government perceived and admitted no 

right or warrant for the offering by the Japanese Government of this 

“advice”. The Ambassador said that he understood that the Secretary 

and the Japanese Ambassador had recently had two conversations “ 

*® James C. Dunn, Adviser on Political Relations. 

“ September 7 and 15; see memoranda by the Secretary of State, September 

7 and 15, Foreign Relations, Japan, 1931-1941, vol. 11, pp. 12 and 15, respectively. 

278040—55——17
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and he wondered whether the Secretary had stated this Government’s 
attitude. I said that the Secretary had reviewed for the Japanese 
Ambassador the history of Shanghai, the character of the Interna- 
tional Settlement, the rights and interests of the United States, our 
view of common rights and common objectives and common responsi- | 
bilities in connection with problems of law and order, and our concep- 
tion of the character and functions of the United States landed forces 
in China. The Ambassador made no comment and asked no further 
questions. He made a casual remark to the effect that the world is in 
turmoil and neutral governments are confronted with many difficult 
problems. He followed this with various gloomy but platitudinous 
observations with regard to the situation in Europe. I made no at- 
tempt to comment upon his observations or to dissipate or intensify his 
gloom. | 

STantey K. Hornpeck 

798,94119/584: Telegram | 

Lhe Counselor of Embassy in China (Lockhart) to the Secretary | 
of State 

Perrine, September 19, 1939—2 p. m. 
[Received September 19—1: 50 p. m.] 

498. Peiping’s 478, September 11, 2 p. m. 
1. Kita left for Japan by air a few days ago where he went, ac- 

cording to an American who is in position to know his movements 
and his plans, for the purpose, among other things, of informing the 
Japanese Government that the Chinese Government is prepared, as 
a result of recent preliminary inquiries at Chungking, to enter into 

peace discussions on the basis of a complete withdrawal of all Jap- 
anese troops south of the Great Wall as an essential requirement to 

the maintenance of the territorial integrity of China; that once this 
withdrawal has taken place the Chinese Government will be willing 
to entertain cooperation between the two countries for the economic 

development of China, together with other forms of cooperation, on 

terms of perfect equality free from any military intimidation or force, 

Manchuria to be left completely out of any discussions. On being 

asked whether this proposal (which did not seem to be altogether new) 
originated in Peiping or Chungking, my informant replied that it 
originated in Peiping and that Chiang Kai Shek had sanctioned it, 

which sanction presumably was obtained when informant was in 

Chungking recently. I made no comment in connection with the 
matter. It appears that certain diminutive officials of the Provi- 

sional Government profess to believe that relatively liberal elements
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are in the ascendency in Japan notwithstanding the recent appoint- 

ment of General[s] Nishio and Itagaki. | 

9. Kita will proceed from Tokyo to Nanking to attend the joint 

conference of representatives of the Japanese sponsored governments 
in China which is to be held at Nanking on September 20. Wang Keh 

Min has already gone to Nanking. Informant stated that Wang 
Keh Min will endeavor to prevent the establishment of an amalga- 
mated central government but that Kita will merely endeavor to post- 

pone the organization of such a government. It appears that Wang 
Keh Min, not wishing his relations with the Central Government to 
be impaired, does not wish a new government headed by Wang Ching 
Wei to come into being whereas Kita while favoring an amalgamated 
government believes it would be weil to postpone this action since he 
believes that there is a probability of the Japanese Government com- 
ing to terms with Chiang Kai Shek in the next few months on the | 

basis above described. | 

8. The extensive movements of Japanese troops out of North China 
which has been taking place during the past week (see Peiping’s 
497, September 18, 7 p. m.“) continues to be a puzzle. 

Repeated code text to Tokyo by air mail. 
| LocKHART 

893.0146/712 , 

Memorandum of Conversation, by the Secretary of State , 

[Wasuincton,] September 19, 1939. 

The British Ambassador called at his own request and handed me 

an aide-mémoire, a copy of which is attached, relative to the Far 

Eastern situation, with particular reference to the foreign armed 

forces at points in China. 
I replied by setting forth the substance of my recent conversation 

with the Japanese Ambassador, which need not be repeated here, 

and added that my Government had promptly made earnest repre- 

sentations to the Japanese Government at every stage of its invasion 

of China touching any and all phases of violations of the rights and 

interests of this country and its nationals, and that this Government 

had not yielded one inch in asserting its rights or in controverting 

the opposing contention of the Japanese. I stated that our policy 
in the light of so many changing conditions had not been absolutely 
inflexible, and then added that there was not so much more that I 

could say to him except to draw attention to our policy and activities 

* Not printed. 
“ Infra. | 
* September 15 ; see memorandum by the Secretary of State, Foreign Relations, 

Japan, 1931-1941, vol. 11, p. 15.
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| up to this date. I said that if anything further occurred to me, I 
would advise him. He concluded by saying that he understood our 
viewpoint and situation. 

| _ Cf[orvext] H[vxr] 

893.0146/708 . 

The British Embassy to the Department of State 

Amr-MEMOIRE _ | | 

His Majesty’s Government in the United Kingdom have been ac- 
tively considering in conjunction with the French Government the 
communication made to their respective Ambassadors in Tokyo on 
September 5th by the Japanese Government offering the “friendly 

a advice” that they should voluntarily withdraw their troops and war- 
ships from those regions of China which are under the control of the 
Japanese forces. In considering how best to reply to this proposal 
his Majesty’s Government have naturally given full weight to the 
various communications on the subject made recently by the State 

| Department to His Majesty’s Embassy, and in particular they have 
taken special note of the tenor of the Secretary of State’s communi- 
cation to the Japanese Ambassador on September 8th [7th]. They 
are naturally anxious to take into account any considerations which 

| the United States may think it right to raise. 
Having regard to the grave situation with which they are now con- 

fronted in Europe, it is of the utmost importance for His Majesty’s 
Government to consider how to avoid unnecessary friction in other 
parts of the world. If therefore His Majesty’s Government were to 
view the matter solely in the lights of their own interests they would 
be disposed to inform the Japanese Government that, as is only natu- 
ral, the question of the employment of the British forces elsewhere 
has for some time been under consideration; that it was very prob- 
able that it would be decided to withdraw the British garrison, at 
all events from Tientsin, in the near future; that the Japanese Gov- 
ernment would be notified as soon as a final decision had been reached, 
and that in the meantime His Majesty’s Government had taken note 
of the offer which the Japanese Government had made regarding the 
protection of British lives and property if and when the British 
forces were withdrawn. 

If however the United States Government were disposed to adopt 
an attitude which, while primarily designed to safeguard United 
States interests in the Far East and to support the general policy 
of the United States towards China, would at the same time con- 
tribute to the common interests of our Governments, and if the United 
States Government felt that the withdrawal of the British garrisons 
would weaken the position which they wish to take up, then His
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Majesty’s Government would gladly reconsider the question in that 

light. But if His Majesty’s Government are to proceed to such recon- 

sideration of the problem they can only do so when they are in posses- 

sion of the United States Government’s views and have been informed 

of any concrete suggestions which the United States Government may 

have in mind as to the manner in which they themselves would propose 

that this firmer attitude should be maintained. 

It is appreciated that the United States Government may well 

feel unable to formulate their views in this manner. On the other 

hand it must frankly be admitted that, while their general policy 

towards hostilities in the Far East remains unchanged, His Majesty’s 

Government do not feel themselves able at present, with their existing 

resources, and in face of their present commitments to offer any resist- 

ance that could be counted on to defeat persistent Japanese pressure. 

_ This pressure may at any time increase and in existing circumstances | 

His Majesty’s Government feel that without some definite assurance 

of United States support it may well be better for them to withdraw 

without sacrifice of principle. 

A further consideration to be borne in mind is that the question 

of the withdrawal from Tientsin may be raised in a new shape for 

practical reasons in view of the flooding of the Concession and the 

consequent necessity of rebuilding in the future. These considerations 

might necessitate withdrawal in any case and His Majesty’s Govern- 

ment feel that it might be that the general situation would be eased 

if it were possible to make a virtue of what may indeed be a necessity. 

A decision to withdraw their troops would in the view of His Majesty’s 

Government involve less of a blow to Western prestige in the Far 

East than that which would be inflicted were the troops compelled 

by force to submit to surrender and internment. 

Meanwhile His Majesty’s Government feel that the situation does 

not admit of indefinite delay and unless the United States Govern- 

ment feel able to put forward some concrete suggestions as indicated 

above, His Majesty’s Government may have to consider the issue of 

early instructions for the withdrawal of His Majesty’s garrison from 

North China. 
If and when such instructions were issued it would be made clear 

to the Japanese Government that the removal of the British troops 

was undertaken on military grounds and should be regarded as tem- 

porary and in no way prejudicing the rights enjoyed by His Majesty’s 

Government under the Treaty of Tientsin ** and the Boxer Protocol. 

The United States Government would of course be notified in 

advance of any decision by His Majesty’s Government. 

WaAsHINGTON, September 19, 1939. 

“ Signed June 26, 1858, British and Foreign State Papers, vol. XLVI, p. 47.
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893.0146/709 

Memorandum of Conversation, by the Secretary of State | 

[Wasuineron,| September 20, 1939. 
The French Ambassador called at his own request. He said that 

he was familiar with the aide-mémotre presented to me on yesterday 
by the British Ambassador in regard to the question of J apan having 
invited the British to take their troops out of China. The Ambassador 
then said he was handing to me an aide-mémoire (translation at- 
tached)* of the same nature and purport as the British aide-mémoire 
on the same subject. I repeated to the Ambassador the substance of 
my last conversation with the Japanese Ambassador,* just as I repeated 
it to the British Ambassador on yesterday. There was nothing new 
or different in the two visits. The French Ambassador, in answer to 
questions, said that his Government had not seriously presented the 
matter to the Government of Japan but it was going along with the 
British. I said to him what I said to the British Ambassador apart 
from the contents of my conversations with the J apanese Ambassador ; 
I need not repeat here these statements, which are contained in the 
memorandum of my conversation with the British Ambassador on 
yesterday. 

| C[orpett] H[o] 

893.0146/709 | 
Lhe French Embassy to the Department of State 

[Translation *7] 7 

Awe-MéMmore 

The Government of the Republic has attentively examined, together 
with the British Government, the communication made, on September 
5 last, to their Ambassadors at Tokyo by the Japanese Government, 
to give them the friendly advice to withdraw their troops and war 
vessels voluntarily from the regions of China which are under the 
control of the Japanese forces. In so doing, it did not fail to take 
into consideration also the information which it has received, through 
the Ambassador of the United States at Paris, of the communication 
made by the Secretary of State to the Ambassador of Japan on 
September 8th.* , 

“* Infra. 
** September 15; see memorandum by the Secretary of State, Foreign Relations, 

Japan, 1931-1941, vol. 1, p. 15. 
“File translation revised by the editors. 
* See memorandum by the Secretary of State, September 7, Foreign Relations, 

Japan, 1931-1941, vol. 11, p. 12.
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In view of its obligation to concentrate its efforts in order to face 

the difficulties of the European situation, the French Government 

would be disposed, if it were to settle this question from the point of 

view of its interests alone, to inform the Japanese Government that 

the use of the French forces in other fields has been under study for 

some time, that the French garrisons will probably be withdrawn in 

the near future, at any rate from Tientsin, that the Japanese Govern- 

ment will be informed of the final decision as soon as it has been made 

and, that in the meantime, the French Government has taken note of 

the offers made by the Japanese Government concerning the protection 

of the persons and property of French citizens when the French forces 

have been withdrawn. 

If, nevertheless, the United States Government should be disposed | 

to adopt an attitude which, while essentially intended to safeguard 

its interests in the Far East, in accordance with its general policy 

with respect to China, would likewise take into consideration the 

common interest, and if the United States Government thought that 

the withdrawal of the French garrisons would weaken the position 

which it wishes to take, the Government of the Republic would be 

happy to reconsider the question from that angle. It could not do so, 

however, without knowing the views of the United States Government 

and without being informed of the concrete suggestions which the : 

said Government may have in mind as to the manner of maintaining 

such firmer attitude. | 

The French Government, without desiring to change its general 

policy with respect to China, does not believe that it is in a position, 

“n view of the resources at its command and the obligations which it 

must face, to offer a prolonged resistance to the Japanese pressure, 

+f this should be increased. Accordingly, if it were not assured of 

finding some support from the United States, it would deem it pref- 

erable to withdraw without sacrificing principles. It would in that 

case have the intention of withdrawing its armed forces from North 

China within a short time. In doing so, it would notify the Japanese 

Government that such withdrawal is undertaken for military reasons 

and must be regarded as temporary and without any prejudice to the 

rights which the Government of the Republic possesses under existing 

treaties. 

The Government of the Republic, of course, will not fail to advise 

the United States Government beforehand of its intention. 

WASHINGTON, September 20, 19389.
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893.0146/699 : Telegram 

The Counselor of Embassy in China (Lockhart) to the Secretary 
| of State 

, Perrine, September 21, 1939—noon. 
[Received September 24—10:10 a. m.] 

508. Commandant of the Italian Guard at Peiping, which guard 
now numbers about 50 men, states that all but 10 or 12 of the guard 
will be transferred to the Italian Concession at Tientsin on or about 
October 1st. One officer will remain here with the 10 men. The 
British have a guard of approximately 100 men and the French ap- 
proximately 110 men. - | | 

_ Repeated to Chungking; code text by airmail to Tokyo. 
| : LockHarr 

893.00/14444 : Telegram . 

Lhe Counselor of Embassy in China (Lockhart) to the Secretary 
| of State 

Petrine, September 22, 1939—3 p. m. 
| | [Received September 22—12:35 p. m.] 
507. Shanghai’s 839, September 20, 1 p.m.“ Sotomatsu Kato, new 

Japanese Minister at Large who is visiting in Peiping for a few days, 
| revealed in a personal and informal conversation yesterday his be- 

hef that he expects a new government to be inaugurated in Nanking, 
_ possibly on October 10. He expressed the view that Nanking would 

be the capital of the new government because it was more central than 
Peiping. I inferred that he believed also that Wang Ching Wei could 
command a stronger following at Nanking than in the north. Kato 
who is leaving for Hsinking tomorrow, thence to J apan, stated that 
he expects to be in Nanking about October 10 and that he will divide 
his time between Nanking and Shanghai. | 

Repeated to Chungking, Shanghai, Nanking. Code text by air 
mail to Tokyo. 

LockHart 

” Not printed.
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898.51/6985:: Telegram : 

The Ambassador in the Soviet Union (Steinhardt) to the Secretary | 

of State 

| : | Moscow, September 22, 19389—6 p. m. 
[Received 6:30 p. m. | 

592. Department’s telegram 112, August 2, 8 p.m.” The following 

information has been received in strict confidence from the source 

mentioned in Embassy’s despatch 882, January 21, 1938" and was 

provided with the request that every effort be made to safeguard not 

only the source and Moscow origin but the contents thereof. 

Soviet assistance to China in equipment, material, nurses, supplies, 

since the beginning of the Japanese-Chinese conflict has in quantity 

been much more than that obtained from all other countries together 

and has been largely financed by long-term credits at low rates ex- 

tended by the Soviet Union to China. Last June a eredit of nearly 

200,000,000 dollars was granted which brought the total of Soviet 

credits since the beginning of the conflict to 500,000,000 dollars. Ap- | 

' proximately 1,000 aircraft consisting of S B bombers and pursuit 

planes have been delivered by the Soviet Union to China together 

with large quantities of arms especially light field pieces and machine 

guns. Approximately 2,000 Soviet pilots in rotation have been given 

combat practice with the Chinese air force. | | , 

The supplies with the exception of the [airplanes] which were flown 

in have gone by two routes (1st) through Sinkiang and (2) by ship 

from the Black Sea to South China especially Canton before its cap- 

ture by the Japanese. These purchases have been arranged through 

special Chinese missions to Moscow particularly those headed by 

Sun Fo. Although the Soviet Government has consistently endeav- 

ored through promises of further and continuous supplies to have the 

Chinese Government immediately utilize the equipment and material 

thus delivered, the Chinese Government has been following a policy 

of building up appreciable reserves from these supplies and has re- 

sisted Soviet attempts to have the number of Russian pilots and 

technicians increased. The purpose of this policy of the Chinese 

Government has been and is to prevent at any time too great a 

dependence upon future supplies from the Soviet Union as the pos- 

sibility has always been contemplated that this source might at any 

time be shut off. Up until recently the Soviet Government has dis- 

couraged without definitely opposing serious attempts on the part of 

the Chinese Government to seek its chief source of supply from other 

countries but 2 days ago upon inquiry here the Soviet Government 

© Not printed; it requested information (893.51/6984). 

% Not printed.
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intimated that there was now no objection to China seeking such assist- 
: ance from England, France, or the United States although doubt 

was expressed whether supplies would be made available from those 
countries. 
My informant outlined in detail and with apparent frankness the 

Chinese policy in regard to the Soviet Union. He stated that it 
has been the constant desire of the Chinese Government to avoid 
becoming too dependent upon Russia or to permit Russian influence 
in the Chinese Government and Army to become in any way dominant. 
He felt that in this the Chinese Government had been successful. He 
admitted, however, that his Government was distinctly concerned with 
the possibility of a rapprochement between Japan and the Soviet 
Union of which he considered the settlement of the Mongolian- 
Manchurian border dispute a first step although up to the present 
there had been no indication of any change in Soviet attitude toward 
China as a result of the Soviet-German treaty and the Soviet invasion 
of Poland and that supplies were still being regularly delivered. 
My informant stated that Japanese overtures looking toward a 

. peaceful settlement of the conflict with China had increased of late 
and attempts had been made to persuade the Chinese Government that 
the real enemy of China was not Japan but foreign powers enjoying 
special interests and particularly England and that Japan and China 

| should cooperate in a policy of “Asia for the Asiatics”. He added that 
while these overtures from Japan had found a response in certain 
Chinese governmental quarters nevertheless Chiang Kai Shek was of 

, the opinion that time was on the side of China, that Japan had failed 
to conquer China and would seek increasingly to limit its operations in 
China and that consequently better terms of peace could be obtained 
at a later date possibly at the end of another 6 months or a year. 

While it is of course impossible to check the accuracy of this in- 
formation from any other source, I am inclined to believe that the 
statements in regard to Soviet aid to China are substantially correct 
and in this connection refer to Embassy’s telegram No. 265, of October 
14, 1937, 10 p.m. The purpose of these disclosures from a source 
which has heretofore been not only reticent but inclined to play down 
the extent of Soviet aid is I believe clearly due to concern at the pos- 
sibility of a Soviet-Japanese rapprochement followed by a cessation 
of Soviet aid to China and the desire to ascertain the possibility of 
obtaining assistance from other countries, in particular the United 
States. It may well be that, despite the statement that there has been 
no change in Soviet attitude, my informant has received intimations 
that such a change is imminent. 

STEINHARDT 

“ Quoted in telegram No. 1458-1460, October 16, 1937, 10 p. m., from the Chargé in France, Foreign Relations, 1937, vol. 111, p. 616.
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793.94/15390: Telegram 

The Ambassador in China (Johnson) to the Secretary of State 

Cuunexine, September 23, 1939—9 a. m. 

[Received September 23—6 a. m.] 

537. Reference my 536, September 21, 1 p. m.” General Chu Shih 

Ming, Director of the Department of Intelligence and Publicity of 

the Foreign Office, informed Weil™ yesterday afternoon that the 

Soviet Government had made no approach of any sort to the Chinese 

Government regarding a peaceful settlement of the Sino-Japanese 

conflict and that the Chinese Government had not asked the Soviet 

Government for a definition of its attitude following the Soviet in- 

vasion of Poland and the Nomonhan armistice. He said he had no 

reason to believe Soviet aid to China would not continue but ex- 

pressed frank concern over the effect of the involvement of Britain, 

France and Russia in the European war on China’s sources of war 

materials and financial assistance. He indicated that without outside | 

help China could not hope to win the war and seemed to intimate that 

more than ever before China now looked to the United States for 

assistance. 

A member of the staff of the Military Intelligence Division informed 

Weil yesterday afternoon that following receipt of news of the 

-Nomonhan armistice, the Chinese Military Attaché at Moscow in 

response to a telegraphic inquiry from Chungking reported that he 

could discover no indication that Soviet aid to China would be cut off. 

Rumors here to the effect that Russia is trying to settle the Sino- 

Japanese conflict through negotiation in order to have a free hand - 

in Europe have increased in intensity as a result of publication of a 

Reuter’s despatch on this subject carrying a Shanghai date line and a 

Transocean despatch under a Moscow date line—both released here | 

within the last 2 days in the daily bulletins of these news services 

which are not subject to local censorship. The Foreign Office has 

reprimanded local representatives of both services for publishing these 

stories. 
Repeated to Peiping, Shanghai, Hong Kong. Peiping please air 

mail to Tokyo. 
J OHNSON 

Not printed. 
“Thomas H. Weil, Third Secretary of Embassy in China.
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893.0146/704 : Telegram . | 

The Ambassador in France (Bullitt) to the Secretary of State : 

) Paris, September 26, 1939—4 p. m. 
| | | [Received September 26—3 : 05 p. m.] 

2179. My 1901, September 11, 1 p. m., and 1978, September 15, 
1p.m. Chauvel, Director of the Far Eastern Section of the Foreign 
Office, stated to me today that both the French Foreign Office and the 
British Ambassador in Washington had been opposed to the form in 
which the joint démarche of the French and British Ambassadors to 
you had been made. The British Foreign Office, however, had in- 
sisted on the question being put as it was put. | 
_ He added that Saint-Quentin had been instructed that insofar as 
the French Government was concerned a statement by you that you 
did not desire the French troops to leave Shanghai would be considered 
a sufficiently affirmative reply. | 

Chauvel went on to say that he had received so many apparently 
authoritative reports that [about ?] secret negotiations between Chiang 
Kai Shek and Wang Ching Wei that in order to clarify the situation 
he had through an entirely unofficial intermediary caused the sug- 
gestion to be made to Chiang Kai Shek that he should come to terms 
with Wang Ching Wei and attempt to achieve peace with Japan 
through Wang Ching Wei. 

Yesterday the Chinese Ambassador in Paris had called on him 
and had stated officially that Chiang Kai Shek would have nothing | 
whatsoever to do with Wang Ching Wei and would continue to fight 
against the Japanese invaders. 

He was left with the impression that while this might be Chiang Kai 
Shek’s personal point of view Kung’s point of view might be different. 

Chauvel added that the continuation of resistance by Chiang Kai 
Shek would depend not only on his own will to resist but also on the 
Soviet Union’s continued support of him and on the position which the 
ruler of Yunnan should take. It was by no means certain that Yun- 
nan would not cooperate with a Wang Ching Wei Government and 
it was by no means certain that the Soviet Union would continue to 
support Chiang Kai Shek although Sun Fo recently had received 
Russian promises of further support. 

In conclusion as an entirely personal view Chauvel expressed the 
opinion that the wars now in progress in Europe and Asia might 
bring about the most unexpected combinations. For example, if 
Germany should begin to be defeated by France and England and 
should seek refuge in becoming a Bolshevik state and admit the Red 
Army to German territory it might be in the interest of France and 
England to support Japan in an attack on the Soviet Union.
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Under the circumstances the fact that Japan knew that Vladivos- 

tok would remain a constant threat to Japan so long as it should be 

in the hands of the Soviet Union constituted a basis for possible rap- 

prochement with Japan. He wondered if it might not be very ap- 

propriate for Ambassador Grew on reaching Tokyo to take up the 

entire question of long term as well as short term relations between 

the United States, France, England, and Japan with a view to keeping 

doors open for future cooperation. 

I desire to emphasize that these remarks were entirely personal in 

nature and were not an official communication from the French 

Government. Chauvel himself is entirely opposed to the withdrawal 

of French and British troops and ships from China and in making 

the remarks reported above was not speaking as a defeatist but 

merely looking toward long term possibilities. 

Owing to the preoccupation of higher placed officials of the French 

Government with the situation in Europe, Chauvel’s views with re- 

gard to the Far East are apt to control French policy.® 

| | Bouiuirr 

798.94/15462 

The Vice Consul at Tsinan (Hawthorne) to the Ambassador in 

China (Johnson) * 

No. 163 ~ Tsrvan, September 26, 1939. 

Sir: I have the honor to report that, while Shantung has passed | 

through many “dark ages”, what with famine, pestilence, brigandage 

and internecine strife, never in recent years has this part of China been 

thrown into such utter chaos as obtains at present. For this state of 

affairs the promoters of the much-advertised “New Order in East 

Asia” must be held largely responsible as having brought about the 

collapse in many districts of the government machinery set up by the 

National Government of the Republic of China without having thus 

far placed in operation any efficient or satisfactory substitute therefor. 

Banditry is rife and lawlessness the order of the day throughout 

the length and breadth of this consular district, except in the more 

important towns along the main channels of communication, and even 

in such places peace and order is more apparent than real. And with 

the human suffering and misery which may be expected this winter due 

to the poor harvests it is to be anticipated that conditions will grow 

worse rather than better. 

In its telegram No. 1109, September 29, 6 p. m., to the Ambassador in France, 

the Department quoted from its telegram No. 267, August 30, noon, to the Chargé 

in Japan, p. 59, and indicated that its attitude was unchanged. 

N on Copy transmitted to the Department without covering despatch; received
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An American medical missionary stationed at Ichowfu (Lini), in 
southern Shantung, wrote the Consulate on September 18, 1939, that 

“Conditions within a mile rather make me hesitate to go out. In 
the twenty six years I have been here I have never known conditions 
to be as bad as at present. So far as I know there is no attempt at 

_ control. One patient in coming twelve li to the hospital was stopped 
three times by as many different gangs. Many are shot by automatics. 
As I have removed a good many bullets I know what is being used.” 
This brief description of conditions in the Ichowfu area is typical 
of the reports being received in Tsinan concerning the disorder pre- — 
vailing in other sections of this consular district. 

Respectfully yours, | Cart O. HawrHorne 

893.0146/728 | 

Memorandum of Conversation, by the Adviser on Political Relations 
(Hornbeck) 

[Wasurneton,] September 27, 1939. 
The French Ambassador called this afternoon and began the con- 

versation with an inquiry: he supposed that I had seen the aide- 
mémoire which he had given the Secretary of State on the subject 
of the armed forces in China; was I in position to tell him what was 
our reaction. He said that he understood that the British Embassy 
had given us an aide-mémoire ® similar to that given by his Embassy. 

_ I replied that I had seen both aide-mémoire, that this Govern- 
ment’s reply was ready, and that I was authorized to hand him an 
arde-mémoire © in reply to his aide-mémoire. 

While the Ambassador was reading our aude-mémoire, I pointed out 
that the substance of our reply was that this Government does not 
expect to withdraw its forces from the points in China at which they 
are now stationed. I said that this statement of our position was 
in terms of expectation, that it represents a position taken in the light 
of existing circumstances, and that it does not constitute a commit- 
ment but will be subject to review from time to time as the situation 
develops. The Ambassador ejaculated that he well understood that 
we could not and would not make a commitment; he said that he had 
told his Government just that and that he had advised against their 
asking us to do anything of that sort. He indicated that he regarded 
the contents of our aide-mémoire as an adequate and satisfactory 
reply. In fact, he seemed greatly pleased with our statement that 
we do not expect to withdraw our forces from the points where they 

* Dated September 20, p. 258. 
© Dated September 19, p. 257. 
° Infra.
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now are. He said that his Government does not want to make with- 

drawals, but that the British Government inclines toward withdrawal, 

and that both the French and the British Governments are presented 

with difficult problems. I commented only to the effect that we well 

realize that such is the case, and I added the observation that prac- 

tically all governments and peoples are today confronted with prob- 

lems of extraordinary difficulty. 

There followed a brief discussion of summer holidays and the 

present tense situation in Europe. 
Srantey K. Hornpeck 

893.0146/709: 

The Department of State to the French Embassy 

Awr-M£EMOIRE 

Reference is made to the French Embassy’s aide-mémoire of Septem- 

ber 20, 1939, wherein it is stated that the French Government has at- 

tentively examined, together with the British Government, the 

“friendly advice” offered by the Japanese Government that the French 

and British Governments should voluntarily withdraw their troops 

and war vessels from the regions of China which are under the control 

of the Japanese forces and wherein there is set forth the position which 

the French Government inclines toward taking, especially with refer- 

ence to French armed forces in north China. 

The general attitude and position of the Government of the United 

States in regard to this Government’s armed forces in China and to 

the situation created by the “friendly advice” offered by the Japanese 

Government have recently been made known to the French Govern- 

ment. That attitude and position remain unchanged. 

Note has been taken of the statement contained in the French Em- 

bassy’s aide-mémoire of September 20 that the French Government 

has not failed to take into consideration the views expressed by this 

Government. 

Having considered carefully the various factors in the existing situa- 

tion, the Government of the United States has come to the conclusion 

that the armed forces of this country now maintained in China should 

remain there and this Government therefore does not expect to with- 

draw its forces from the points at which they are now stationed. 

It is noted that the French Government plans to notify this Govern- 

ment in advance of any decision which may be arrived at by the 

French Government. This Government would likewise expect, as in 

the past, similarly to notify the French Government of any change 

in this Government’s position. 

WASHINGTON, September 27, 1939.
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893,0146/724 a —_ 
Memorandum of Conversation, by the Adviser on Political Relations 

(Hornbeck) 

| [Wasuineron,] September 27, 1939. 
The British Ambassador called this afternoon and I handed him 

the aide-mémoire which constitutes this Government’s reply © to the 
British Embassy’s aide-mémoire of September 19 on the subject of the 
armed forces in China. I pointed out that the substance of our reply 
is in the paragraph in which we state that “this Government therefore 
does not expect to withdraw its forces from the points at which they 
are now stationed.” TI stated that this is a statement of our position 
in terms of expectation and that it represents a position taken in the 
light of existing circumstances, that it does not constitute a commit- 
ment, and that, as the situation develops, we would expect from time 
to time to review and reconsider our position. | 

Lord Lothian asked whether he might ask two questions: first, have 
we any reason to believe that the Japanese and the Chinese are likely 
in the near future to make peace; second, in the event of British and 
French withdrawal of their forces from north China, would we remain. 7 
He gave some account of indications which caused him to raise the 
first of these two questions. I replied that we have no evidence 
which indicates to us that the Chinese are prepared to make peace 
on the terms to which he referred: namely, an agreement which 
would give the Japanese a preferred position in north China together 
with maintenance there by them of armed forces. I said that the 
Japanese are at present concentrating, apparently, on two things: 
first, effort to set up a central puppet government, at Nanking; second, 
a new military drive against Chinese armed forces at certain points, 
especially around Changsha. I said that I have doubt whether the 
Japanese will have succeeded in setting up the puppet government 
which they envisage by October 10 or even by November 15, and that, 
therefore, all that we can do in connection with that matter is to 
maintain an attitude of watchful waiting. Lord Lothian asked 
whether we thought that the Japanese would be able to wipe out 
Chiang Kai-shek. I replied that they are constantly trying to do 
that by dropping bombs, but that in our opinion it would be a long 
time before they could wipe him out by political pressures. There 
followed some discussion of the effects in the Far East of the Russian- 
German agreement and of action taken by the American Government. 
I pointed out that of late the Japanese abuse of British and of Ameri- 
can nationals and interests seems to have relaxed and that, in con- 
nection with such matters as Shanghai, the J apanese are now pro- 

” Infra.
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posing revision of the defense plan and they are not saying anything 

about throwing anybody into the Whangpoo River. Lord Lothian 

said that the Secretary of State had told him of his conversations 

with the Japanese Ambassador and that the British Government’s 

solicitude had been that we should use our moral influence, as the 

account of these conversations indicated that we had done. 

I then said that, in reply to Lord Lothian’s second question, the | 

answer is given in the aide-mémoire of today. I said that we had 

considered many angles, including the possibility of British and 

French withdrawals, and had arrived at the conclusion that we would 

leave our forces where they are. 

Lord Lothian inquired whether we were giving the same reply to 

the French that we had given to him. I replied that I had handed 

a similar aide-mémotre to the French Ambassador an hour pre- 

viously, the French Ambassador having chosen to call at an hour 

earlier than that chosen by Lord Lothian. 

I read to Lord Lothian, as an oral statement, an informal memo- 

randum with regard to the armed forces, of which a copy is here 

attached.2 Lord Lothian began to read to me from a memorandum 

which he had in his hand a statement with regard to “battalions” and 

“companies”. I interrupted with the statement that I would ask of 

him, as I had on earlier occasions asked of Sir Ronald Lindsay, that 

we be given figures instead of statements about military units—for 

the reason that these armed forces are small in numbers and the 

terms “regiment”, “battalion”, etc., have no meaning for purposes of 

comparison, as both the full strength and the actual strength of such 

units in different organizations and at different moments vary. I 

added that we already have the figures, as indicated in the memo- 

randum which I had read, but that we would be glad to have con- 

firmation in terms of British figures. Lord Lothian said that he would 

ask for figures. 
At one point in the conversation, Lord Lothian said that he had 

been informed that a prominent Japanese who is now in this country 

has stated that he is going to Japan and intends to say to his Gov- 

ernment that Japan is in no position to carry out objectives of conquest 

in China, that Japan cannot exploit the resources of China without 

financial assistance from Great Britain and the United States, that 

Japan should liquidate the China hostilities and should cease to irritate 

the British and the Americans and should make peace with China 

and cultivate friendly relations with those countries. Lord Lothian 

wanted to know whether I had heard of this. I said that I had not. 

“ Supra. 
@ Post, p. 271. 
® These were duly submitted ; not printed. 

278040—55——18
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The conversation then turned to the situation in Europe. It became 
apparent that we were in agreement that any one of several things 
might happen and any one of the same and other things might not 
happen. — 

At no point in the conversation did Lord Lothian make any request 
for indication of our views as to what the British or the French Cov- 
ernments should do with their armed forces in China or as to what 
policy we would pursue except as indicated above; and at no point 
did I say anything on those subjects. | 

Stanitey K. Hornsecx 

893.0146 /708 | 
The Department of State to the British Embassy 

Aipr-Mémore 

Reference is made to the British Embassy’s aide-mémoire of Sep- 
tember 19, 1939, wherein it is stated that the British Government has 
been actively considering in conjunction with the French Govern- 
ment the “friendly advice” offered by the Japanese Government that 
the British and French Governments should voluntarily withdraw 
their troops and warships from those regions of China which are 
under the control of the Japanese forces and wherein there is set 
forth the position which the British Government inclines toward 
taking, especially with reference to British armed forces at Tientsin. 

The general attitude and position of the Government of the United 
States in regard to this Government’s armed forces in China and to 
the situation created by the “friendly advice” offered by the Japa- 
nese Government have been set forth in a number of recent communi- 
cations, both written and oral, from this Government to the British 
Government. That attitude and position remain unchanged. 

Note has been taken of the statement contained in the British Em- 
bassy’s aide-mémoire of September 19 that the British Government 
has given full weight to the various communications from this 
Government. 
Having considered carefully the various factors in the existing 

| situation, the Government of the United States has come to the con- 
clusion that the armed forces of this country now maintained in China 
should remain there and this Government therefore does not expect 
to withdraw its forces from the points at which they are now stationed. 

It is noted that the British Government plans to notify this Gov- 
ernment in advance of any decision which may be arrived at by the 
British Government. This Government would likewise expect, as 
in the past, similarly to notify the British Government of any change 
in this Government’s position. 

Wasuinerton, September 27, 1989.
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893.00146/724 | 

Statement by the Department of State™ 

The U. S. expects not to withdraw its landed armed forces from 

the points at which they are now stationed. 

We note that as of August 4 the British force at Tientsin numbered 

494. and at Peiping 216. At that time the U. S. force at Tientsin num- 

bered 226 and at Peiping 344. It appears that subsequently the British 

have reduced their force at Peiping by about 100 and that the French 

have done likewise. We assume that these removals from Peiping 

have been made for purposes of reinforcement at Tientsin. Also, this 

indicates to us that the British and the French Governments have thus 

far felt, as we continue to feel, that there are good reasons for keeping 

the flag flying at Peiping even though the number of men there be 

reduced. | 

It appears that the Italians have been making shifts of personnel 

from Peiping to Tientsin. 

711.94/1308: Telegram. 
| 

The Chargé in Japan (Dooman) to the Secretary of State 

Toxyo, September 28, 1939—6 p. m. 

| [Received September 28—9: 34 a. m.] 

49%. 1. The Minister for Foreign Affairs © this afternoon received 

in turn the Chiefs of Mission. He greeted me very cordially as we 

are friends of long standing. He said that he looked forward eagerly 

to seeing Mr. Grew as soon as possible after the Ambassador’s arrival 

in order to explore ways and means of restoring good relations. 

9, The Foreign Minister regretted that he had not the time today 

to discuss American-Japanese relations at length but he wished to 

emphasize one point—that he could be counted on to do his best to 

prevent the war in Europe from spreading to the Pacific Ocean. It 

was dangerous to be too complacent, as an example of the results of 

such complacency is the conflict with China, into which Japan was un- 

expectedly drawn. He firmly believed that the United States and 

Japan owed it to humanity as well as to themselves to maintain peace 

*n the Pacific. I stressed briefly that the necessary first step toward 

restoring good relations must be suppression of Japanese actions in 

China injurious to American nationals and interests which arouse 

resentment in the United States. 

Repeated to Shanghai. Shanghai please repeat to Chungking and 

Peiping. Dooman 

* Copy handed to the British Ambassador on September 27 by the Adviser 

on Political Relations (Hornbeck). 

® Admiral Kichisaburo Nomura.
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893.0146/706 : Telegram 

The Ambassador in France (Bullitt) to the Secretary of State 

| Paris, September 30, 19839—7 p. m. 
_ [Received September 30—3:30p.m.]_ 

2263. I communicated to Leger today the substance of your 1105, 
September 29, 4 p. m.® 

| Leger had already received the same information from the French 
Ambassador in Washington. He stated that the position taken by 
the Government of the United States was not sufficiently affirmative 
to enable the French and British Governments to base their policy | 
uponit. All French and British gunboats and troops therefore would 
be withdrawn from all areas in China, including Shanghai, imme- 
diately. 

He went on to say that this decision has been delayed only be- 
cause it was hoped that affirmative support from the Government of 
the United States might be forthcoming but that the communication 
which had been made to Saint-Quentin and Lothian had decided the 
French and British Governments to withdraw at once in order to 
avoid immediate conflict with the Japanese. 

_ I also expressed the views contained in your 1109, September 29, 
6 p. m.” to Leger. He said that he believed that our Government 
was much too optimistic with regard to the attitude of J apan. He be- 
lieved that the moment that a German attack should be launched 
against France, Japan would drive the French and British completely 
from the Far East. He knew that the J apanese were engaged in seri- 
ous conversation with Germany and the Soviet Union. He thought 
that our policy of waiting for an evolution in J apan would be another 
case of waiting by the Democracies while the Dictatorships acted. — 

Bouirrr 

793,94/15531 

The Consul at Hanoi (Reed) to the Secretary of State 

No. 2 Hanot, October 3, 1939. 
[Received December 6.] 

Sir: I have the honor to refer to the Department’s telegraphic in- 
struction to the Embassy at Peiping,® assigning me as consul at Saigon 
but directing that I proceed to Hanoi and Haiphong for the purpose 
of carrying out the functions set forth in Ambassador Johnson’s tele- 

* This telegram reported exchange of views with French and British Embassies (893.0146/705a ). 
*” See footnote 55, p. 265. 
* Telegram No. 143, July 20, 7 p. m., not printed.
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gram to the Department, No. 393, June 17,11 a. m.* In pursuance 

therewith I proceeded to Hanoi from Saigon, where I arrived the 

morning of September 13, arriving at Hanoi the afternoon of Sep- 

tember 16. | | | 

Since my arrival at Hanoi I have called upon and have established 

friendly relations with the majority of the French officials in this 

city, particular effort being made to cultivate those officials whose de- 

cisions and ideas have a peculiar bearing upon the situation in China 

and upon the progress of the Sino-Japanese conflict. I have made 

summaries of my various conversations with these officials but, as 

much of the material set forth in these memoranda is repetitious, I 

submit herewith an outline of the matters discussed. 

My conversation with the Governor General, General Georges Ca- 

troux, was especially interesting and covered a wide range of subjects. 

The Governor General expressed the opinion that the outbreak of war 

in Europe would alter to a large extent the conditions prevailing in 

Indochina. Insofar as French-American relations are concerned, it 

will be necessary to rely upon importations from the United States, 

cars and trucks, and other essentials, which can no longer be supplied : 

by France. He added that every facility will be given to American 

interests in Indochina. Insofar as French-Chinese relations are con- 

cerned, it will be necessary to review these in detail and to make such 

changes as are called for by the altered conditions in Europe. He ex- 

plained that France is generally sympathetic to the Chinese cause, 

although the Chinese have not shown a reciprocal understanding of 

French desires, but that France can not afford to jeopardize Indochina 

and will accordingly follow a policy of purely political expediency. 

He referred openly to the danger of Japanese aggression, from bases 

at Hainan and on the Spratley Islands, and stated that this possibility 

is a factor which enters into the question of the establishment of a new 

policy towards Chinese affairs. In any event, he concluded, his per- 

sonal opinion was that the Sino-Japanese conflict will be liquidated 

in the not too distant future. 

As a matter of fact, the majority of French officials in Indochina 

have expressed the same opinion regarding the future course of events 

in China, commenting that the outbreak of war in Europe will so 

alter the policies of the countries at war as to lead ultimately to a 

liquidation of the Sino-Japanese conflict. The majority, including 

the Governor General, remarked that this settlement of Far Eastern 

affairs will solve a number of very embarrassing problems, such as 

the transit of goods to China, and will remove an actively apprehended 

danger to Indochina. All officials (and among these I may mention 

the Secretary General of the Government General, the Director of the 

*@ Not printed.
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Political Section, the Director of the Economic Section, the Director of 
Customs and Monopolies, et cetera) commented that the transit of 
goods to China is the subject of Japanese suspicion and thatthe un- 
precedented accumulation of cargo at the port of Haiphong does noth- 

| ing to dispel this suspicion. Consequently, some limitations must be 
placed upon this transit of goods in order to remove this accumulation 
and to remove at least a modicum of Japanese suspicion. The Director 
of the Economic Section of the Government General, Mr. Louis Marty, | 
was especially categorical in blaming the Chinese for the confused 
situation at Haiphong and thus attracting Japanese attention. 

That the French are extremely apprehensive of Japanese action in 
this region, particularly since the outbreak of the war in Europe, is 
evidenced in part by the entrenchments and bombproof shelters con- 
structed in all parks and public places, and in even private gardens. 
At Doson, a seaside resort near Haiphong, and at other seaside places, 
a large number of French have vacated their houses, in fear of J apa- 
nese bombings. This apprehension, and a measure of exasperation 
with the Chinese, explains the possible wishful thinking that the 
Sino-Japanese conflict will soon be liquidated. 

French officials, especially the Director of the Political Section, Mr. 
Mantovani, do not consider Governor Lung Yun of Yunnan a partic- 
ularly faithful ally of the National Government. Instances were 
cited purporting to show that the Lung Yun regime is paying en- 
forced lip service to the National Government, but with independent 
ideas as to what should and should not be done, particularly as re- 
gards financial matters. Mr. Mantovani opined that a revival of the 
Southwestern faction, including Yunnan, is not a too far-fetched pos- 
sibility. I have been told that Indochina would view with pleasure 
the establishment of a buffer state comprising Kwangtung, Kwangsi 
and Yunnan. Mr. Mantovani stated his belief that emissaries of 
Wang Ching-wei are still endeavoring to wean Yunnan from the side 
of the National Government. In general, however, French officials 
tend to discount the influence of Wang Ching-wei, either in Yunnan 
or elsewhere. 

Both the Governor General and the Secretary General, Mr. Del- 
salle, mentioned the projected new Central Government to be organ- 
ized by Wang Ching-wei and queried whether this would have any 
effect upon the course of events in China. In fact there was some 
doubt if this government would be inaugurated. Similarly, the Rus- 
so-Japanese truce was the subject of comment—it being doubted that 
either side could place any great reliance or confidence in the truce, 

Conversations with non-official persons conversant with the situa- 
tion in Indochina both before and after the outbreak of war in Europe 
confirm the impression I received during my conversations with var- 
ious officials at Hanoi—that before the war the French were inclined
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to let things go as in the past, with only a remote apprehension of 

political difficulties in the Far East; that subsequent to the outbreak of 

war the French have instituted or are instituting such measures (di- 

rectly affecting China) which will ensure the minimum of danger to 

France in the Far East. There is no question, however, but that the 

French are still reasonably sympathetic towards the Chinese and, if 

assistance can be rendered to China without protest from the Japanese, 

the French will continue to render such assistance. 

It is true that the French are somewhat annoyed with the Chinese 

on account of the Chinese embargo on imports into China of certain 

commodities (luxuries, et cetera). And I have heard, but this has 

not been confirmed, that the French undertook a measure of retalia- 

tion, particularly in regard to port dues of various types and other 

matters which were a matter of discretion. But France may not now 

be in a position to export these commodities to China. In this matter, 

as in others, the fact that France is at war and is preparing for a war 

of possible long duration completely alters the picture and ensures 

, that the French policy, especially in the Far East, will be one of under- 

standable self-interest and political expediency. 
Respectfully yours, Cuartes S. Rusp, I 

-898,1164/300 | 

The Adviser on Political Relations (Hornbeck) to the Director of the 

Christian Medical Council for Overseas Work, New York (Edward 

H. Hume, M.D.) | | 

WasHineron, October 5, 1939. 

Dear Dr. Homm: I have your letter of September 29 on the subject 

of the safety of the property of Yale-in-China at Changsha and the 

enclosure thereto, a copy of your letter of the same date to the Chinese 

Ambassador.® 

With regard to the question of the safety of Yale-in-China at 

Changsha, I am pleased to inform you that upon the receipt of Dr. 

Lobenstine’s letter dated September 27, 1939,” the Department in- 

structed, by telegraph, the American Embassy at Peiping and the 

American Consulate General at Hankow to remind the appropriate 

Japanese authorities of the location of all known American proper- 

ties at Changsha, including the properties of Yale-in-China. It is 

believed that full information in regard to the properties in question 

is in the hands of the Japanese authorities and our records indicate 

that a map of those properties was furnished the Japanese authorities 

in China on September 1, 1938. 

© Neither printed. 
™Not printed; Edwin C. Lobenstine was president of the Yale-in-China 

Association.
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In regard to your letter to the Chinese Ambassador, in the course of 
| which you indicate that you are seeking an indication of my views 

with regard to the subject matter: You are suggesting to Hu Shih 
that a group of American private citizens might study the possibility 
of peace negotiations between China and Japan with a view to laying 
before him recommendations on which he might act officially. Your 
reference of the matter to me calls for and warrants, I believe, a frank 
expression of opinion on my part. Without going into the merits of 
the political objectives which you outline, may I say that I frankly 
doubt the desirability of activities at this time which might tend to 
involve private American citizens in the official affairs of not only 
one but several foreign governments. The issues to which you refer : 
are of large international import, and the factors involved are many 
and complex. It has been our observation that participation by pri- 
vate citizens in deliberations on high governmental policies by officials 
of foreign governments has more often than otherwise had unfortu- 
nate results. We, not unnaturally, I am sure you will agree, feel 
that it is our first. duty and the first duty of every American citizen 
to think and to act first of all toward safeguarding and promoting 
the real interests of the United States. That being the case, we feel 
that, if for no better reason than that of avoiding the crossing of 
wires, the best course that can be pursued by American citizens who 

| feel inclined to make suggestions to officials of foreign governments 
on matters of high policy is first to confer with us toward ascertaining 
our views as to the practicability of so proceeding. We have no objec- 
tion to your following the course which you have in mind, but, very 
frankly speaking, I have great doubt whether you would be likely 
to achieve anything constructive by doing that at this time. 

With cordial regards [etc.] Stantey K. Hornpeck 

798.94/15447 

Memorandum by Mr. Joseph M. Jones, of the Division of Far Eastern 
A ffairs 

[ Wasuineton,] October 6, 1939. 
So far as economics are concerned, Japan’s new order in East Asia 

means economic sufficiency within an area under Japanese control. 
The Japanese have, for many years, regarded their dependence for 
materials vital to the carrying on of a war (iron, petroleum, and so 
forth) upon remote foreign areas not under their control as the 
weakest point in their armor and have devoted their principal energies 
to reinforcing it. Japan now actively seeks in China a source for raw 
materials which she requires and a market for her goods which cannot 
be cut off by foreign countries.
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In making her present effort to develop in China a source of her 

materials and a market for her products, Japan has to a considerable 

degree burned her bridges behind her. It is generally recognized in 

Japan and throughout the world that Japan’s principal economic 

asset is an abundance of cheap labor and that the present economic 

strength of Japan (aside from silk culture) has been built upon 

the exploitation of that labor, e. g., in importing raw materials and 

manufacturing products for export. Japanese industry has concen- 

trated hitherto principally upon light industries, that is, industries 

manufacturing consumption goods. Witness the wide range of Jap- 

anese industries producing consumption goods for exportation (tex- 

tiles, toys, pottery, rubber goods). It appears now, however, to be 

an essential part of the plan of the Japanese military authorities to 

convert Japan within a very brief period of time into a country pro- 

ducing heavy industrial products, such as iron and steel and manu- 

factures thereof, heavy chemicals, et cetera. Since the beginning of 

the hostilities with China, the Japanese Government has deliberately 

concentrated capital and energy upon an expansion of heavy indus- 

tries. There has thus occurred a marked shift in Japan’s industrial 

set-up. Meanwhile, Japan’s light industries have because of lack 

of capital and lack of raw materials declined both in absolute and 

relative importance in the Japanese economy. Japan’s heavy industry 

is at present, of course, engaged principally in manufacturing mate- 

rialsand instruments of war. It appears to be the plan of the Japanese 

military authorities, once the present hostilities are ended, to direct 

the production of J apan’s present heavy industries from war products 

to peacetime products and to create a market for those products in 

China. 

What has been the procedure which Japan has followed in estab- 

lishing her new economic order in East Asia? (1) As the Japanese 

troops have advanced in China they have taken possession of all Chi- 

nese national, provincial, and municipal enterprises. ‘These public 

enterprises consist principally of railways, electric power companies, 

salt fields, water works, navigation facilities, and certain iron and 

coal mines. (It must be pointed out that these enterprises are taken 

over free of debt, both local and foreign debts (if any) being repu- 

diated.) (2) Japanese troops have also occupied practically all pri- 

vately-owned Chinese industries of substantial size (cotton and 

woolen mills, flour mills, chemical plants, cement factories, privately- 

owned iron and coal mines, and so forth). (3) At the same time the 

Japanese troops have confiscated or purchased at arbitrary rates with 

questionable currency available stocks of raw materials (cotton, wool, 

hides and skins) and have instituted Japanese purchasing 

monopolies.
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'  Privately-owned Chinese enterprises which were seized by the Japa- 
nese have in general (with the exception of certain privately-owned 
coal and iron mines) become “Sino-Japanese enterprises”. The usual 
procedure which has been followed in the organization of these enter- 
prises is as follows: While Japanese forces are in occupation of the 
properties, either individual Japanese or groups of Japanese engaged 
in similar enterprises in Japan “persuade” the Chinese owners to 
“invest” their plant and properties in a new company. The capitali- 
zation of the new company is expanded, the J apanese taking the con- | | 
trolling share. The Japanese interests may or may not furnish new 
operating capital but they usually assume management of the new 
enterprise. 

With respect to public enterprises seized (including the privately- 
owned coal and iron mines) there is a great disparity between the 
Japanese plans and actual facts. During the fall of 1938 the Japanese 
organized two large official development companies, the North China 
Development Company and the Central China Promotion Company, 
each with a large capital stock and each controlled by the Japanese 
Government. It appears to be the plan of the Japanese to reorganize 
and reshuffle Chinese public enterprises into industry groups domi- 
nated from a managerial standpoint by similar industry groups in 
Japan but controlled effectively, by reason of stock ownership, by 
one of the two official development companies. For nearly two years 
now the press in the Far East has been filled with J apanese plans for 
the organization of these new companies, the details as to capitali- 
zation and the position of the new companies in J apan’s “new order” 
being supplied. The fact is that as late as August 1939 only two of 
the proposed subsidiaries of the North China Development Company 
are believed to have been organized: the North China Telephone and 
Telegraph Company and the North China Transportation Company. 
Obviously, reconstruction of communications was essential to mili- 
tary operations and was given priority. The transportation com- 
pany is still more or less of a fiction as far as the railways are con- 
cerned, however, for the railways of north China are under the ef- 
fective management of personnel of the South Manchuria Railway. 
Subsidiaries of the transportation company—the North China Auto- 
mobile Company and the Menchiang Automobile Company—control 
automobile and truck transportation in north China and Inner Mon- 
golia respectively, and another subsidiary is projected to control 
transportation of inland waterways. Those in charge of railway 
transportation have positive achievements to their credit: They have 
repaired and restored to operation the Chinese railways which had 
fallen into Japanese hands. 
Numerous other projects are planned as subsidiaries of the North 

China Development Company: The North China Salt Industry Com-
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pany is projected to exploit the north China salt fields; a clay mining 

company is proposed; seven new companies are projected to exploit 

coal mines in seven districts of north China; a new electric power 

and electric light company is projected with a large capital to take 

over the management of the various electric power and distribution 

facilities in north China; a new mining company is projected to 

develop the Lungyen iron mines and an iron manufacturing company 

to operate the iron works at Shihchingshan and Taiyuan. Japanese 

plans for the organization of these companies have been retarded by 

various factors, chief among which are absence of decision as to the 

ultimate policy to be pursued, lack of coordination between the various 

agencies involved in Japan and China, and failure to establish peace 

and order throughout the occupied regions. Meanwhile, the plants | 

and properties which have been seized are being occupied and worked 

by such Japanese interests as are able to persuade the military authori- 

ties to entrust them with their exploitation. 

The Central China Promotion Company is projected on a smaller 

scale. At the time of its organization, the Company was slated to 

control the following subsidiaries which were planned at that time: 

Central China Iron Mining Company (to exploit the iron mines in 

the Yangtze valley, particularly the iron mines near Wuhu) 

Central China Water and Power Company (to control all electric 

power plants and waterworks in central China) | 

Central China Telecommunications Company (to operate the tele- 

phone, telegraph and radio services ) | 

Central China Fishing Company (to control the marine products 

industry ) 
Central China Bus Company | 

The Shanghai Inland Steam Navigation Company 

The Shanghai Real Estate Company (to take over confiscated real | 

estate) 

Whether these subsidiaries have in fact been organized is not known, 

but it is probable that most of them have been brought into existence 

in as much as they involve principally the taking over of existing 

facilities and their operation under monopoly conditions. Another 

subsidiary, the Central China Sericultural Company, has been organ- 

ized with the object of exercising a monopoly control over the produc- 

tion and trade in raw silk. 

With equal thoroughness, Japanese have set about monopolizing the 

products of China’s agriculture—cotton, wool, silks, hides and skins 

and tobacco. In as much as Japanese troops are in control of most 

of the lines of communication in north and central China, and as 

agricultural products originate in the interior and congregate at vari- 

ous points along the communication routes, the Japanese military 

forces have been in a strategic position to exercise monopoly control. 

Competing buyers have simply not been allowed in the agricultural
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| districts, except with the permission of the military authorities, and 
transportation facilities have not been allowed except for those prod- 
ucts which the Japanese have desired to ship. In fact, therefore, the 
Japanese military authorities in north China have established pur- 
chasing monopolies for cotton, wool and hides and skins. In addition, 
the Provisional régime at Peiping bolsters the monopoly control by 
issuing from time to time embargoes upon exportation, decrees pro- 
viding for export permits, et cetera. a 

Before leaving the subject of Japan’s efforts in the economic field 
to create a “new order” in East Asia, mention should be made of the 
rehabilitation work done by the Provisional régime in Peiping. Sub- 

| stantial amounts of money have been spent upon umproving highways 
and waterways. Mention should also be made of the fact that the 

| Japanese cotton mills at Tsingtao, which were destroyed, by the 
Chinese, have been rebuilt. Further, Japanese interests have com- | 

| pleted in Tientsin various factories, including an electric power plant, 
which were either planned or under construction at the beginning 
of the hostilities. | a 

It is clear from the foregoing that although J apanese plans far 
outrun the facts, the Japanese have acquired a strong hold upon 
economic life in those areas of China which they have seized. But 
the interesting and important question is, how much is J apan’s eco- 
nomic strength and security augmented by the conquests which have 
been made? Let us leave aside for the moment the huge and con- 
tinuing cost of the conquest to Japan in blood and money and con- 
centrate on the assets with a view to their evaluation. We must at 
once rule out as assets all of those enterprises which are merely 
engaged in reconstructing war losses in China and all of those service 
and manufacturing industries in which Chinese management has 
simply been replaced by Japanese management. Those enterprises 
may furnish certain Japanese with outlets for their energies and per- 
haps with financial dividends which will give them a more abundant 
life in Japan, but they do not add appreciably to the economic 
strength of Japan. A critical examination of the various J apanese 
undertakings in the occupied portions of China discloses that basically 
the only Japanese activities in China which contribute to J apan’s 
economic strength are those which furnish needed raw materials to 
Japan’s industries. 

What are Japan’s raw material needs? Clearly the most vital are 
iron, cotton, coal, petroleum, copper, wool, rubber, wood pulp, and 
others of lesser importance. China cannot, of course, supply to Japan 
petroleum, copper, rubber, wood pulp or even appreciable quantities 
of wool (China’s export wool is almost wholly carpet wool and Japan 
requires clothing wool). The question of the usefulness of China’s
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resources to Japan then revolves chiefly about iron, cotton, and coal 

(and the least important of these is coal, in view of the large produc- 

tion in Japan and Manchuria). To what extent is Japan at pres- 

ent obtaining increased supplies of these commodities in China? | 

The greatest benefit which Japan has thus far derived from China 

is probably increased supplies of coal. During the first five months 

of 1939 Japan’s imports of coal from China amounted to 805,000 long 

tons of coal as compared with 610,000 tons during the same period 

in 1938, and 531,000 tons in the same period of 1937. However, itis 

notable that shipments of coal from Manchuria to Japan decreased 

from 1,064,000 long tons during the first five months of 1937 to 504,000 

tons during the same period in 1938, and 299,000 tons in 1939. It 

appears that the industrial expansion programs in Japan and Man- 

churia are outrunning coal production and apparently coal imports 

from China at present are not even large enough to offset decreases 

in imports from Manchuria. Meanwhile, it has been recently reported 

that industrial production in Japan is being seriously interfered 

with by shortage in electric power. Coal is being rationed there even 

among large industrial plants. Nevertheless, China does possess im- 

portant coal resources and these are being developed by the Japanese. 

It appears probable that Japan will eventually satisfy an impor- 

tant part of her coal requirements in China although at the present 

time such is not the case. Asa matter of fact a very large proportion, 

if not all, of Japan’s increased imports from China consist of increased 

supplies from the British-controlled Kailan mines. 

It is predicted that cotton production in China during the present | 

season will be smaller than in many years. During the 1936-1937 

season production amounted to 3,870,000 bales ; in 1937-1938, 3,556,000 

bales; in 1938-1939, 2,300,000 bales; and production during the cur- 

rent season is estimated less than 1,900,000 bales. Imports of raw 

cotton into Japan from China during the period September—July 

1936-1937 amounted to 195,000 bales; during the same period in 1937- 

1938, 319,000 bales; and during the same period in 1938-1939 only 

65,000 bales. The foregoing pictures give an adequate answer to the 

question whether Japan is at the present time or may be expected in 

the near future to obtain increased supplies of cotton in China. The 

reasons for the sharp decline in cotton production are, of course, 

the failure of the Japanese to pacify the countryside, guerrilla warfare, 

and droughts and floods. 

With respect to iron, although no statistics of Japan’s imports are + 

available, it is exceedingly doubtful that the amount of iron Japan 

is now receiving from China approaches her pre-war imports from 

that country. The bulk of J apan’s pre-war imports of iron from 

China came from the Tayeh Iron Mines near Hankow, which were
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destroyed by the Chinese before their retreat from that region. These 
' mines are being repaired but they are not yet in operation. Japan 

is apparently pinning great hopes upon the Lungyen Iron Mines 
_ located in South Chahar, which were seized intact by the Japanese. 
According to the most recent report on the subject from Peiping, the 
daily output of the Lungyen Mines has been restored to 600 tons, most 
of which is being smelted in the iron foundries at Shihchingshan near 
Peiping. This daily production is equivalent to about 220,000 tons 
per year, which is only a fraction of J apan’s pre-war imports of iron 
from China (of about 1,200,000 tons). Furthermore, it appears that production in the Lungyen Mines cannot be further developed without 
large capital investment in machinery and in railway facilities. 

893.0146/706: Telegram 
| 

The Secretary of State to the Ambassador in. France (Bullitt) 

| Wasuineton, October 6, 1939—9 p. m. 
1180. Your 2263, September 30, 7 p. m., last paragraph, second and _ last sentences. It was not intended to imply in the Department’s — 1109, September 29, 6 p. m.,” that the Department entertains any 

feeling of confident optimism with regard to the attitude of Japan. 
We do not know precisely what Leger or Chauvel had in mind in 
their remarks to you, but it may not be inappropriate to observe that so 
far as this Government is concerned we continue to believe that what- ) ever action we may take must be consistent with our traditional polli- 
cies. We would perceive no advantage but rather considerable dis- 
advantage in the adoption of any policy or the taking of any action 
which would involve any waiver or signing away in Japan’s favor of existing rights. We see no reason for assuming at this time that the conflict in China has been resolved or is sure to be resolved in Japan’s 
favor; and we see ample reason for refraining from action or steps 
based on any such assumption. 

HU ee 
893.0146/713 : Telegram 

Lhe Ambassador in France (Bullitt) to the Secretary of State 

Paris, October 9, 1939-—5 p. m. 
[Received October 9—3 : 05 p. m. | 

2391. I communicated the substance of your 1180, October 6, 9 p. m. and your 1184, October 6, 12 midnight,”? to Chauvel today. 
™ See footnote 55, p. 265. 
* Latter not printed ; it quoted telegram No. 507, October 6, 6 p. m., from the Chargé in Japan, p. 74.
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He was most grateful and stated that while there had been no change 

in the basic decision of the French and British Governments to with- 

draw their forces from China very careful orders had just been given 

that the withdrawal of these forces should be held in suspense forthe 

present. 

He stated that before the decision to hold withdrawal in suspense 

had been decided upon orders had been issued to withdraw 5 of the 10 

British gunboats and 2 of the 4 French gunboats. 

A few officers and men also might be withdrawn but for the present 

at least the decision to withdraw completely would not be carried out. 

Chauvel went on to say that he personally had always opposed with- 

drawal and he was most happy about this suspension of withdrawal. 

His own opinion with regard to the situation in the Far East was in 

line with the opinion you expressed in your 1180, October 6, 9 p. m. 

The French Government had just received authoritative informa- 

tion from Chungking that the German Government had proposed to 

Chiang Kai Shek that Germany should attempt to bring about peace 

between China and Japan on the basis of a withdrawal of Japanese 

troops from all portions of China, except Manchuria; a recognition 

by China of the “independence” of Manchukuo, an increase in the 

Japanese zone at Shanghai and an economic and financial agreement | 

between China and Japan. This proposal had been discussed by 

Chiang Kai Shek with his Chinese military advisers and the decision 

had been made to reject it flatly. 

The French Government believed that this indicated that Chiang 

Kai Shek still felt that he had sufficient weapons in hand [to] con- 

tinue his fight against foreign power. 

Furthermore the French Government had information that seemed 

credible to the effect that the Chinese air force—that is to say the 

Soviet fliers in China—had recently recommenced their activities on 

a fairly large scale. This seemed to indicate that the Soviet Union 

intended to continue to support China against Japan. 

Moreover the French Government had information from both 

Moscow and Tokyo which indicated that in spite appearances to the 

contrary neither the Russians nor the Japanese had confidence in the 

settlement with regard to the borders of Manchuria and Mongolia ™ 

and that both sides were reinforcing their forces in those regions. 

Under the circumstances it was the opinion of the French Govern- 

ment that the Japanese were in reality not in a position to antagonize 

violently France, Great Britain, and the United States. 
BuLwitt 

™ See pp. 1 ff. passim.
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893.00/14450 : Telegram | | 

Lhe Counselor of E'mbassy in China (Lockhart) to the Secretary 
| of State 

Perrine, October 10, 1939—noon. | 
[Received October 10—7: 30 a. m.] 

535. Peiping’s 530, October 6, 4 p. m.* According to a reliable 
Chinese source, General Itagaki arrived here October 7 and has been 
discussing the proposed Central Government and related matters 
with Generals Kita and Tada (who recently relieved General Sugi- 
yama in command of the North China forces). General Itagaki is 
understood to be a vigorous supporter of Wang Ching Wei and a 
strong Central Government for the occupied areas while Kita and 
Tada are reported to be in favor of large autonomy for North China. 

The Chinese informant stated that, although the new Central Gov- 
ernment will probably adopt the Chinese national flag, in North China 
the five-barred flag or a new special flag will be adopted to indicate 
its special status; he also reports that Wang Ching Wei’s “Kuomin- 
tang” will not be extended to North China, but somehow the Hsin 
Min Hui will recognize the “three people’s principles”. _ | 

The informant says that among local circles it is believed that the 
serious defeat recently suffered by the Japanese military north of 
Changsha has weakened the position of Itagaki and others who are 
promoting the new Central Government and may delay its formation. 
He says that, according to local Japanese, the Japanese leaders are 
splitting into two groups, one consisting of Nishio and Itagaki who 
wish to fight until Chiang Kai Shek is crushed and the other consist- 
ing of naval, financial and political leaders who desire to bring hos- 
tilities to an end, and by negotiations with Nishio and Itagaki if 
that is the only way of ending hostilities; the second group wishes to | 
avoid friction with the United States and, in order to balance the 
influence of Nishio and Itagaki, brought about the appointment of 
Admiral Nomura to the post of Foreign Minister. 

Repeated to Chungking and Shanghai. By air mail to Tokyo. 
LockHarT 

893.00/14456 

Lhe Ambassador in China (Johnson) to the Secretary of State 

No, 345 Cuunexine, October 10, 1989. 
[Received October 27.] 

Sir: I have the honor to enclose for the information of the Depart- 
ment a copy of a Central News Agency release®™ dated October 9, 

“Not printed. 
* Not reprinted.
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1989, on the subject of a message to the Chinese people issued by Gen- 

eral Chiang Kai Shek on the eve of the anniversary of the establish- 

ment of the Chinese Republic. 

While much of the statement comprises a repetition of themes long 

familiar to readers of General Chiang’s speeches and messages, it is of 

interest to note that in the message under reference General Chiang 

devotes particular attention to the question of resistance in the oc- 

cupied areas and to the problem of dealing with Chinese disloyal to 

the National Government. The emphasis laid on the prospect of a 

long war tends to discredit rumors that General Chiang has any inten- 

tion of compromising with the Japanese and likewise indicates that 

he sees no immediate prospect of driving the Japanese out of China. 

The latter implication may, of course, be a reflection of a policy re- 

ferred to by Mr. T. V. Soong in a private conversation on October 2, 

1939—namely, that the Chinese would attempt no general counter- 

offensive as long as the European war lasted (My despatch No. 341, 

October 4, 1939 *). | | 

It will be noted that General Chiang predicts continued hardships 

and sacrifices, and makes no reference to the recent reported military 

successes of Chinese forces in Northern Hunan, even though these 

successes are regarded by some observers as the most significant since 

the beginning of hostilities. In this connection it may be observed 

that the Far Eastern Manager of the United Press, Mr. John Morris, 

who in the course of the last few months has travelled from the No- 

monhan front in Manchuria to Chungking by way of Shanghai and 

Hong Kong, remarked to a member of my staff on October 9 that 

he thought the Japanese might be forced to abandon their campaign 

in China in less than a year. In spite of the evidence on which such 

a theory may be based, however, General Chiang indicates in the state- 

ment under reference that he takes a sober and realistic view of the 

problem and foresees a prolonged struggle. . 

Briefly, General Chiang, in the statement in question, declares that 

sacrifices greater than those made in the past will be required if the 

war is to be won; that the revolutionary background of the National 

Government is to its advantage in carrying on the present struggle; 

that guerilla warfare must be intensified ; that civilians must cooperate 

in “exterminating” disloyal elements, and must undertake to sabotage 

all Japanese or Japanese-sponsored industries and other projects; that 

the people should neither “entertain a false sense of security nor wish 

for a quick end”. In conclusion, he urges the Chinese people to “re- 

cultivate the vigorous revolutionary spirit of 28 years ago”. 

Respectfully yours, NEitson TRUSLER JOHNSON 

% Not printed. 

278040—55——19 |
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793.94/15442 | 

Memorandum of Conversation, by the Chief of the Division of Far 
Eastern Affairs (Hamilton) 

| | | [Wasuineron,] October 11, 1939. 
During the course of a call Mr. Morishima, Counselor of the J apa- 

nese Embassy, said that he thought that a new central régime would 
be set up very soon under Wang Ching-wei and that entirely harmoni- 
ous relations existed between the present régime at Peiping and the 
present régime at Nanking. He stated that the new central régime 
would not be a puppet régime, as some Americans seem to think, but 
would be a fully independent and well-established government. 

I asked Mr. Morishima how long he thought the new régime or the 
present régimes at Peiping and at Nanking would last if the J apanese 
armed forces should be withdrawn from China today. Mr. Morishima 
replied that he thought it would probably be necessary, from the point 
of view of combating communist activities, for the Japanese forces 
to remain at certain points in China for a certain period of time. He 
said that he thought that Wang Ching-wei’s government would make 
a request of the Japanese Government that the Japanese Government 
keep Japanese armed forces at such points for a period of time. I 
inquired whether Mr. Morishima thought that Mr. Wang Ching-wei 
would make such a request of the Japanese Government or whether the 
Japanese Government would suggest to Mr. Wang Ching-wei that he 
make such a request. 7 | 
When Mr. Morishima referred to “Manchukuo” and to the fact that 

our consular officers there took matters up with the authorities of the 
“Manchukuo” régime, I asked Mr. Morishima whether he thought 
that the “Manchukuo” régime would last if J apan should withdraw 
its armed forces from Manchuria. Mr. Morishima replied that Japan 
had signed a treaty with “Manchukuo” providing for the stationing 
of Japanese troops in Manchuria. I said that I was aware of that fact 
but that I still raised the question whether any régime should be 
regarded as a government when and if it had to depend upon the 
presence of the military forces of a foreign country to sustain itself. 

M[axweit] M. H[amirton] 

793.94/15421 : Telegram 

Lhe Ambassador in China (J ohnson) to the Secretary of State 

Cuunexine, October 17, 1939—noon. 
[Received October 17—10:54 a. m.] 

o57. 1. Since my 493 [495], August 13, 9 a. m.; and 520, Septem- 
ber 6, 10 a. m., there have been developments which lead me to the
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conviction that the Japanese position in China is materially deterio- 

rating. 
2, Japan has since the beginning of spring of this year suffered the 

following defeats and disasters: 

(a) Japanese military failed in efforts to invade Shensi, having 
suffered military defeats at the hands of Chinese forces [in] Shans, 
southern Honan and northern Hupeh. 

(b) Japanese forces were severely defeated by Russo-Mongolian 
forces at the Nomonhan. This defeat compelled the Japanese to 

withdraw forces from northern China and to move new troops into 

Manchuria to reinforce their position in Manchuria against the Rus- 
sian threat. | 

(c) Floods in the province of Hopei have brought devastation to 

the principal area from which the Japanese military expected returns 

from their military investment in China. So serious is the situation 

in that province that a new crop can hardly be expected until 1941. 

This means that the coming winter and next summer will see serious 

famine conditions throughout that area with banditry rife and trade 

stagnant. 
(d) The conclusion of the Russo-German nonageression pact was 

a severe blow to the prestige at home of the Japanese military who 

have controlled Japanese foreign policy since 1931. The resultant 

enhancement of the prestige of Moscow and Russian successful exten- 

sion of influence into Poland and the Baltic States has presented 

Japan with a Russian government with revived interest in restoration 
of its position in eastern Asia. _ 

(e) The denunciation of the Japanese-American commercial treaty 

further damaged the prestige of Japanese military control of J apan’s 

foreign relations as the Japanese began to appreciate the fact that 

this action on the part of Japan’s chief customer was the result of 

Japanese handling of the situation in China. 
(f) The outbreak of war in Europe has shut Japan off from Euro- 

ean markets, particularly Germany. The continuance of warfare in 

China and continued delay in settlement of the “China Incident” 

with its drain upon Japan’s financial position and industry makes it 

difficult for Japanese industry to enjoy the commercial benefits in mar- 

kets hitherto dependent on European industry. 
(7) The Japanese military after jeopardizing an expensive expe- 

ditionary force for the purpose of invading Hunan and occupying 

Changsha have suffered a severe reverse at the hands of the Chinese 

troops. There seems to be no doubt that the occupation of Changsha, 

apparently considered an easy matter, was intended to signalize the 

setting up of a unified Chinese Government at Nanking under Wang 
Ching Wei and General Nishio. The Japanese Army in China must 
now make another effort in order to restore the morale of their forces 

or abandon that plan. Their failure in Hunan accentuated the 

4) Collapse of plans to inaugurate the unified regime at Nanking 

and thus lay the basis for a face-saving arrangement between Japan 

and the Wang Ching Wei regime which could be presented to the 
public in Japan as the settlement of the “China Incident”. 

(4) Still unexplained is the decision by the Japanese military to 
retire from Chungshan to initiate the successful and expensive occupa-
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tion of Shekki. Chungshan, [sic] unless the forces thus withdrawn 
are for the purpose of assisting in the rehabilitation of the situation 
arising out of the Hunan defeat. 
@ The collapse of the plan for the setting up of unified regime 

in Nanking carried with it plans for the unification of J apanese con- 
trolled currency in the occupied areas. 

8, Chinese national morale has been buoyed up by these series of 
: Japanese disasters. Chinese determination to continue the struggle 

confident of their ultimate ability to defeat the Japanese military 
has increased. : 

: 4. To me at this distance from Tokyo and contemplating fallacies 
purely from the Chinese angle (and with all due deference to better 
informed opinion in Tokyo) it appears that the recent revolt in the 
Japanese Foreign Office is symptomatic of the civilian revolt that 
has been growing internally in Japan against military domination 
of Japan’s foreign relations, a domination that has isolated J apan 
[from?] Japan’s best markets and impoverished her to the point 
where she can hardly hope to recover ground thus lost. The com- 
ing winter may be expected to see Japanese policy turned to appease- 
ment in fields where she has been truculently confident of ultimate 
military success. It is my conviction that Japan has reached the 
peak of her military effort in China and that deterioration has begun. 
Repeated to Peiping, Shanghai. Shanghai please repeat to Tokyo. 

JOHNSON 

793.94119/596 : Telegram 

Lhe Ambassador in China (Johnson) to the Secretary of State 

Cuunexine, October 17, 1939—1 p. m. 
[Received October 17—7:30 a. m.] 

998. Department’s 192, October 12, 5 p. m.” Report referred to 
originated with French Embassy here which was told by a friend in 
the Chinese Military Council that it had been given for consideration 
a letter addressed directly to Generalissimo by Hitler. French Em- 
bassy believed letter referred to possible peace proposals. German 
Embassy denied flatly that any such letter had ever been sent; stated 
that Colonel Kriebel, former German Consul General at Shanghai, 
who had formerly been a military adviser to Chiang Kai Shek, upon 
being recently appointed Minister and therefore detached from 
service in China, had written a personal letter to the Generalissimo 
in which he expressed his regret at not being able to return to China 
and his appreciation for their long and pleasant [relations?]. This | 
letter came not long ago with instructions that the German Embassy 

"This telegram repeated the seventh paragraph of telegram No. 2391, October 
9, 5 p. m., from the Ambassador in France, p. 282.
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deliver it to Chiang. German Embassy stated that it had kept this 

visit quiet to avoid rumors and feared that this rumor was based on 

that visit and that it would be reprimanded by Berlin. This would 

appear to be the basis of the report. 
| J OHNSON 

%61.93/1675 : Telegram 

The Consul General at Shanghai (Gauss) to the Secretary of State | 

SuHanenal, October 19, 1989—11 a. m. 

[Received October 19—7: 45 a. m.] 

French official circles here comment on growing Soviet influence in 

China, the heavy increase in Soviet military supplies for Chinese 

forces, renewed activity of Soviet airmen who are said to have carried 

out the recent raids over Hankow, and heavy augmentation of staff 

of Soviet Embassy including numerous military advisers. At the 

same time it is reported here that the French military mission is 

leaving China, and I learn confidentially that “some” of the French 

| troops in China “may be” withdrawn for service in France. 

Sent to Chungking and Peiping. 

| Gauss 

893.0146/721 | 

Memorandum of Conversation, by the Secretary of State 

: | [Wasuineton,] October 20, 1939. 

The British Ambassador called at his own request and handed to 

me the accompanying atde-mémoire ® relative to the removal of the 

British guards from Tientsin and Peking. He then proceeded to 

say that his Government would be interested to know how this 

Government feels in regard to this proposal. 

I replied that while it was not in any remote sense the function of 

this Government to offer advice to his Government in regard to this 

particular matter, especially in view of the very unusual circum- 

stances existing both in Europe and in Asia, I might say that my Gov- 

ernment does not undertake to maintain an inflexible policy in the 

Japanese-Chinese situation, in view of the state of flux existing in 

China, as it does in Europe. I stated that I could, however, sum up for 

him our course and attitude up to this time. From the beginning, I 

said, this Government has not yielded in any sense on the fundamen- 

tals of its policies in Asia; it has continued to reiterate the principles 

on which its rights and privileges and interests are understood to rest; 

it has at the same time complained and protested to the Government 

® Infra.
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of Japan and made all appropriate reservations; as a part of this 
program we have kept our guards at Shanghai, Peking and Tientsin, 
and, in any event, our present plan is to retain them in each of 
these three cities no matter what may take place in other respects; 
this was true regardless of the possible course of other governments 
of removing their guards. I told the Ambassador that in deter- 
mining our own policy in regard to our guards in China, I had said 
to my associates that if we should remove them it would have a 
depressing effect on China, an encouraging effect on Japan, and to 
some extent a depressing effect on Britain and France, likewise 
parties to the Nine-Power Treaty having interests in the Far East. 

I remarked that Ambassador Grew’s rather blunt speech at Tokyo 
last evening ’ was the latest summing up and the latest utterance on | 
the part of this Government in support of its policies in China. 

I then inquired of the Ambassador whether his Government had 
made a check-up to ascertain whether Japan is abandoning or has 
really abandoned her request of several weeks ago to the British and 
French to take their guards out of China. He replied, in effect, that 
as a matter of fact, his Government had never intended as a policy to — 
keep guards in China in time of an important war in Europe, and 
that, furthermore, to take the guards out now would save the face, 

| so to speak, of his Government, since the Japanese Government is not | 
immediately persisting in its original request. I said, “Well, I have 
been under the slightly different impression that the British would 
ordinarily retain their guards.” I then added that the general public 
everywhere would in their minds connect the withdrawal of the 
British guards with the Japanese request of some weeks ago and there 
would be but little saving of prestige. I stated that again I was not 
undertaking to offer advice. The Ambassador said his Government 
would be in an embarrassing situation if J apan’s request should be 
made a demand. 

He inquired what I thought the effect would be if his Government 
should leave a symbol in the form of a very few guards at each of the 
aforementioned cities and withdraw the others. I replied that that 
might mitigate the loss of prestige to a small extent, but only to a 
small extent, although, I said, that in such case the British Govern- 
ment, I assumed, would in some definite way proclaim its purpose to 
maintain its rights and interests in China in the future. 

The Ambassador seemed a little disturbed about the more recent 
attitude of his Government to the effect that it would have taken its 
guards out of China in any event and that its only concern now is to 
get them out without appearing to be doing so under J apanese pres- 
sure. I commented generally that foreign officers elsewhere and the 

” Foreign Relations, Japan, 1931-1941, vol. n, p. 19.
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general public everywhere knew Great Britain was seriously and 

wholly preoccupied with the European war and they would most likely 

relate any evacuation of British guards from China to this preoccupa- 

tion which the Japanese Government was taking advantage of in 

making its request. | | 

I then stated that my Government might make further purchases 

of commodities from China by establishing credits here through the 

Export-Import Bank, and added that this Government is discouraging 

private capital and private business in this country from cooperating 

with Japanese interests, both public and private. I said I hoped the 

British Government was doing likewise as to its citizens. | 

The Ambassador stated that the Burma road was open and would 

be kept open by his Government. 
| C[orpet.| H[ oxy] 

893.0146/726 | | 

The British Embassy to the Department of State 

Arpr-Mémorrs | | 

The substance of the State Department’s Aide-Mémoire of Septem- 

ber 27th regarding the situation in the Far East was duly communi- 

cated to His Majesty’s Government in the United Kingdom. His 

Majesty’s Embassy have now been informed that His Majesty’s Gov- 

ernment, after giving careful consideration to every aspect of the 

question, have come to the conclusion that it is desirable to withdraw 

their garrisons from Tientsin and Peking as early as possible. It had | 

always been their intention to withdraw these garrisons in the event 

of a European war, since they serve no essential military purpose,and - 

since the trained personnel could more usefully be employed and are, 

indeed, needed elsewhere. This intention was only not carried out 

on the outbreak of war because of the Japanese pressure on His Maj- 

esty’s Government to withdraw the garrisons. That pressure is not 

being exercised for the present, and it is felt that sufficient time has 

now elapsed since the Japanese “friendly advice” was given to enable 

His Majesty’s Government to withdraw their garrisons without loss of 

prestige on that score. 

Moreover, owing to the recent disastrous floods at Tientsin, the bar- 

racks are now uninhabitable, and the cost of repairing them would 

be very considerable. If the barracks are not to be repaired, the gar- 

risons must be withdrawn before the cold weather sets in at the end of 

November and the necessary arrangements for their removal for ship- 

ping and escort and accommodation elsewhere must be made as soon 

as possible. A definite decision on the question of withdrawal must 

therefore be taken in the near future.
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His Majesty’s Government would naturally have preferred to post- 
pone the withdrawal until after a settlement had been reached of the 
negotiations regarding Tientsin and the silver and currency questions. 
It now seems however as if these negotiations should be regarded as 
being more or less indefinitely suspended, and that being so, for the 
reasons given above, His Majesty’s Government consider that the 
present is the best time to effect the withdrawal of the garrisons. 

In coming to this conclusion His Majesty’s Government have not 
been unmindful of the interest of the United States Government in 
the matter, and they wish to make it clear that it is no part of their 
present intention to withdraw their troops from Shanghai, where 
American interests are so much more important than they are in North 
China. Nevertheless His Majesty’s Government appreciate that the 
United States Government, in common with His Maj esty’s Govern- 
ment and other Powers, have jointly contributed towards the mainte- | 
nance of their common obligations under the Boxer Protocol, and that 
at the present moment they maintain troops in Tientsin and Peking to 
safeguard their rights. 

His Majesty’s Government have however at the present moment 
when they are engaged in war in Europe very cogent and practical 
reasons as set forth above for withdrawing their troops from North 
China. They realise that the United States Government will hardly 
welcome such a withdrawal, but even so they trust that the United 
States Government. will appreciate the difficulties of the position in 
which His Majesty’s Government finds itself and will not take excep- 
tion to the steps which they are now contemplating. 
WasuineTon, October 20, 1939. 

893.0146/725. 
Memorandum of Conversation, by the Adviser on Political Relations 

| (Hornbeck) 

[Wasuineton,] October 20, 1939. 
Lord Lothian called on me immediately after having called on the 

Secretary,®° and he handed me a copy of the British Embassy’s aide- 
méemoire of October 20, the ribbon copy of which he had handed to the 
Secretary." He said that his Government wished to be informed of 
the Department’s reaction to the communication made to us. 

I read the aide-mémoire. I then asked Lord Lothian what the 
Secretary had said. Lord Lothian replied that the Secretary had 
said that he could not give the British Government advice, that this 

* See memorandum by the Secretary of State, p. 289. 
= Supra.
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Government would of course regret withdrawal by the British Gov- 

ernment of its forces as indicated, but that this Government, as al- 

ready stated to the British Government, intended to keep its forces 

where they are. I then said to Lord Lothian that were I the Secre- 

tary and were I commenting officially I would say exactly the same 

things. Lord Lothian wished to know whether there was any com- 

ment that I would care to add. I said that, by way of giving further 

information regarding this Government’s decision than had been 

already given, and speaking informally and unoflicially, I might say 

that, in the course of arriving at our decision to keep our forces where 

they are, we had given consideration to the history of relations of 

this and other Governments with the Chinese Government, of the 

establishing of the diplomatic missions and later the placing of for- 

eign armed forces in north China, the responsibilities and obligations 

which had developed, the treaty provisions, the interests and needs 

of our nationals, political factors and psychological factors, features 

of the present situation, possible reactions of peoples of other coun- 

tries, etc., etc. I mentioned the readjustments which we had made in 

the disposal of our armed forces at Tientsin and Peiping in 1938— 

with our reasoning in connection with the decisions made at that time. 

I mentioned the services which our armed forces have performed es- 

pecially during the period of the current hostilities between Japan 

and China, and IJ emphasized the feature of maintaining an uninter- 

rupted line and channel of communication. And I said that we had 

decided that we needed certain armed forces at the points under refer- 

ence and we intended to keep our flag flying. Lord Lothian mentioned 

reasoning of the British Government as indicated in the aide-mémoire. 

I said that there were two points in the atde-mémoire upon which I 

would take the liberty of making comments. I said that the British 

Government affirmed that it thought it could withdraw its armed 

forces now without loss of prestige, and I said that personally I 

doubted whether this estimate was correct. I called attention to the 

statement that the British Government appreciated that the American 

and other Governments are maintaining armed forces for the pur- : 

pose of protecting their rights, and I said that, so far as this Govern- 

ment is concerned, we are maintaining our landed armed forces in 

China for the purpose of contributing to the protection of the lives 

and persons of American nationals and the rendering of certain serv- 

ices of a comparatively essential, useful and non-military character, 

but not for the purpose of enforcing rights in general. 

Lord Lothian said that the British Government had not decided 

conclusively that it definitely would withdraw its forces. He wanted 

to know what I would think of the idea of their maintaining very 

small forces, a “corporal’s guard” at each of the two points indicated.
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He made the observation that, if they withdrew some forces on a 
temporary basis, it would be easier to send forces back if they maintain 
some forces on the spot in the interval than if they had made a clean 
sweep. I replied that we had been wondering what they intended to 
do with their valuable plant in the Legation Quarter at Peiping; did 
they intend to vacate it and bar the gates and let it stand empty or did 
they intend to employ a corps of watchmen, or what? Lord Lothian 
did not know, but he felt personally that they ought to keep a guard 
and ought to keep their flag flying. I asked whether they would leave 
their Consulate at Tientsin with no guard. Lord Lothian asked 
whether a guard could be attached to a consulate. I said that I 
thought such things had been done at some points in the world and 
in some periods. Lord Lothian asked whether our force at Tientsin 
is attached to the Consulate. I replied in the negative. Lord Lothian 

| asked whether a concession “falls” with the removal of the armed 
forces of the concessionaire country. I replied that as I understand it 
a concession exists by virtue of certain grants made by the sovereign 
authority to a foreign government; that it involves the rights and 
obligations of some administrative performance on the part of the 
concessionaire; that whether a necessary adjunct of administrative 
performance is or is not the maintenance of some kind of a police force 
is, I would assume, a matter between the grantor and the grantee; but 
that I would surmise that, if the local Chinese authorities, actuated 
and controlled by Japanese authorities, had to assume the responsibil- 
ity of policing the concession, it might not be long before those same 
Chinese authorities, with the same actuation and control, would be 
declaring the rights of the concessionaire null and void. I then went 
on to say that, as Lord Lothian well knew, there has appeared from 
time to time an indication of a hope on the part of British and French 
authorities and nationals, and even on the part of some American 
nationals, that the Government of the United States would take upon 
itself some new and special responsibilities for the defense of so-called 
“common interests” of Great Britain and France and the United States 
in the Far East and especially in China. I said that it may be all 
right for some people to wish that but that people who hope, and still 
more, any people who may think, that there is going to be such a devel- 
opment are in my opinion ignorant of or unwilling to give adequate 
consideration to the realities of the situation. I said that, the world 
situation and the situation in this country being what they are, and 
public opinion in this country being what it is, I thought that there 
existed no chance whatever that the American Government would 
assume any responsibility regarding, for instance, the British and 
the French Concessions at Tientsin. I said that we have no thought 
whatever of undertaking to police such areas, either for protection of
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persons or for protection of property. I said that it stood to reason 

that, if British or French nationals fleeing from great personal danger 

came into areas where American armed forces were in position, the 

American forces might reasonably be expected to afford such protec- — 

tion as might be possible to such alien persons along with American | 

nationals, but that that would be on a basis of humanity rather than on 

a basis of political objectives or legal commitments or obligations. 

Lord Lothian said that he understood the realities of the situation. 

Lord Lothian said that he was going to urge upon his Government 

that it not make a complete withdrawal of its forces. I said that I 

would suggest and request that, in reporting to his Government on his 

conversations with the Secretary and with me, he make it clear that 

we were not endeavoring to advise or to influence the British Govern- 

ment. He said that he would do so. I said that I would further 

suggest that he suggest to his Government that they should not say 

that they had asked our opinion or had been in consultation with us; 

I said that we had reached our decision by ourselves and that the 

British and the French Governments ought to reach their decisions on | 

the basis of their own estimate of their own interests. Lord Lothian 

said that he would make this suggestion. I asked what the French 

Government was saying or had decided. Lord Lothian said that he 

did not know. I adverted to the fact that in previous approaches the 

British Government had told us of the upshot of exchanges of views 

between themselves and the French Government. Lord Lothian said 

that in this instance his Government had not informed him of any new 

developments as regarded the French. 

: Stantey K. HornsBeck 

798.94/15426 : Telegram 

The Ambassador in France (Bullitt) to the Secretary of State 

Paris, October 20, 1939—5 p. m. 

[Received 5:20 p. m.] 

9534, Li Yu Ying ® called on me this morning. He left Chung- 

king on the third of this month and was accompanied as far as Hanoi 

by T. V. Soong. He said that General Chiang Kai Shek had re- 

quested him to give me the following personal message. 

His policies and convictions remained the same as they had been 

at the time of our conversations in Nanking in the autumn of 1934." 

I could be absolutely certain that—whatever rumors to the contrary 

I might hear—he would continue to fight to the bitter end until Japa- 

& President of the Chinese National Academy. 

8 Hor extracts of Ambassador Bullitt’s report on his visit to Japan'and China, 

see his despatch dated January 8, 1935, Foreign Relations, 1935, vol. tm, p. 4.
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nese troops should be withdrawn from Chinese soil. He positively 
would not agree to a compromise peace. He was absolutely confident — 
with regard to his present position and felt certain that he could con- 
tinue to maintain resistance to Japanese aggression not merely for 2 
or 3 years but for an indefinite future if necessary. 
My informant, Li Yu Ying, went on to say that Chiang Kai Shek 

had ordered him to break off his visit to the western provinces of China 
and leave hurriedly for Paris because of telegrams from Wellington 
Koo which indicated that the French Government was contemplating 
a change in its policy vis-a-vis China and Japan. 

Koo had expressed the fear that France would first mollify Japan 
by placing further apparent restrictions on exports to China by way 
of French Indo-China (while in reality permitting the passage of 
goods as formerly) but that at a later date France would attempt to 
bring pressure on the Chinese Government to agree to a settlement of 
the present war satisfactory to Japan. 

Li Yu Ying said that he was at Hanoi when the French Governor 
General had summoned the Chinese Consul and informed him that 
ho more shipments would be permitted over the French railroad. 
Two days later, however, the French Governor General had sum- 
moned the Chinese Consul and had informed him that trucks and 
gasoline could go through as heretofore. This action had seemed to 
indicate that Wellington Koo’s fears were well grounded. 

Li Yu Ying added that on arrival in Paris he had called at once _ 
on Mandel, Minister of Colonies, and had received a full and satis- 
factory explanation, which indicated that the same goods would 
continue to go forward over the French railroad through Indo-China 
as had been going forward in the past over that line. 

He asked me if I was under the impression that the French Gov- 
ernment intended to change its policy vis-a-vis China and J apan 
adding that Chiang Kai Shek had requested him to obtain my personal 
opinion on this point. 

T explained the fears of the French and British which had produced 
the decision, now in suspense, to withdraw the French and British 
troops and gunboats from Chinese territory. I added that certain 
French officials especially Leger had been intensely apprehensive 
that the Soviet Union might send bombing planes to assist the German 
Army in attacking France and that their somewhat hysterical conclu- 
sion had been that France might be able to persuade J apan to attack 
the Soviet Union. They desired therefore to placate J apan. 

I added that fears of a Soviet military attack on France had now 
greatly diminished and that Leger himself had said to me yesterday 
that he did not now believe that there was any danger that Soviet 
bombers would be sent to assist the German army. I did not, there-
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fore, consider that there was any immediate danger of a fundamental 

change in French policy vis-i-vis China and Japan. 

Li Yu Ying said that Mandel had stated to him that the French 

Government had information to the effect that the German Govern- 

ment had made an attempt to mediate between China and Japan 

(see my No. 2391, October 9, 5 p. m. and your No. 1277, October 19, 

9 p. m.) and had gone so far as to state that he understood that 

Hitler had written a personal letter to Chiang Kai Shek. 

| Li Yu Ying said that he could not guarantee that some such move 

had not been made by the German Government since he had been 

absent for some time from Chungking and Chiang Kai Shek might 

have forgotten to mention the matter to him. 

He felt absolutely certain, however, that if the German Govern- 

ment had made any such proposal Chiang Kai Shek had rejected. it 

immediately. He was absolutely certain that the Generalissimo would 

not consider any compromise now with Japan. He had telegraphed 

Mandel’s inquiry to Chiang Kai Shek and expected to have a definite 

reply within the next 2 or 3 days which he would communicate to me. 

The Generalissimo, he added, was completely confident that China 

in the end would emerge victorious. 
BULLITT 

794.00/159 : Telegram | | 

The Ambassador in Japan (Grew) to the Secretary of State 

| Toxyo, October 21, 1939—11 p. m. 

[Received October 21—2:18 p. m.] 

539. 1. Admiral Nomura made his first public statement concern- 

ing foreign policy last night. The statement was evidently previously 

prepared and handed or read to the correspondents on the occasion 

of the Minister’s departure for the Ise shrines. Comment by most 

papers is largely limited to emphasis on certain excerpts. 

9. The statement is divided into seven sections which are sum- 

marized as follows: 

(a) Disposition of the China incident: the Government will ac- 

tively assist the movement to establish a new Central Government in 

China. In so doing full consideration will be given to actual condi- 

tions in China and to the general situation at large. A strong gov- 

ernment worthy of the confidence of the Chinese people is desired 

even more than early establishment of any government. 

The new order in East Asia which we seek is not the petty anti- 

foreign movement suspected by third countries but is of such form 

and substance as will enable East Asia, as East Asia, to contribute 

most effectively to the peace and progress of the world. The grand 

* Telegram No. 1277 reported No. 558, October 17, 1 p. m., from the Ambassador 

in China, p. 288.
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resolution of the Japanese people cannot be altered by the interven- 
tion of third powers. Our efforts shall be sincerely devoted to creat- 
ing an understanding on the part of third powers of these two facts, 

(6) Relations with Great Britain and France: the key to relations 
with Great Britain and France is their understanding of this new 

7 order in East Asia and their cooperation with J apan to accomplish 
that order. 

2) (Full translation) Relations with the United States: Ambas- 
sador Grew has recently returned to his post, and I therefore look 
forward to hearing from him the trend of thought in American official 
and unofficial circles, and to a frank exchange of views concerning 
the events which have transpired in East Asia during his absence. I 
am very glad to hear the Ambassador say that he will devote his life 
to the promotion of friendship between J apan and the United States. 
Friendship is founded on mutual understanding. Mutual under- 
standing springs from the facing of actual conditions in an unbiased 
open hearted manner while at the same time placing oneself in an- 
other’s position. The Japanese, as I have said, have adopted a broad 
fundamental ideal and with unshakeable resolution are engaged in 
the great work of rebuilding East Asia. I sincerely hope that this 
objective and this resolution will come to be properly understood in 
the United States. 

It appears that the first concern of the United States with regard 
to the unfortunate war which has broken out in Kurope is, as evidenced 
by the resolution of the recent Panama Conference,® to prevent the 
spreading of that war to the American continents. J apan also has the 
same concern for Hast Asia; and is striving by various means to 
prevent the spread of the European conflict to East Asia. I believe 
the United States can well understand J apan’s position in this matter 
and that the United States and Japan while each maintaining peace 
in its own area should mutually endeavor to establish firmly peace 
on the Pacific Ocean. 

(2) Relations with the Soviet Union: my policy shall be to clear 
the atmosphere between Japan and Russia and to establish normal 
relations by amicably settling border and other questions. 

(¢) Relations with Germany and Italy : the Anti-Comintern Agree- 
ment is still a basic part of Japan’s policy and the good relations with 
these countries on the basis of this agreement have not been affected. 

(f) Relations with countries in the South Seas: J apan hopes for 
mutual prosperity and cooperation with these countries but cannot tolerate assistance to Chiang Kai Shek. Japan is also deeply con- cerned that vital supplies from those areas not be interrupted. 

(g) European war prospects: I believe the European war may well 
be of long duration. 

3. The press was restrained in its comments emphasizing particu- 
larly the part of the statement concerning relations with the United 
States in which Nomura expresses the hope that the United States 
willrealize Japan’s lofty purpose and unshakeable determination, 

* See the Declaration of Panama on October 3, 1939, printed in vol. v, section entitled “Meeting of the Foreign Ministers of the American Republics . . .”
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4, Comment by the Embassy on Nomura’s statement, except that it 

‘5 believed to be a sincere expression of his policy, is withheld until 

after my next interview with him. It may be significant that the 

Minister’s private secretary yesterday spoke to me very favorably of 

my speech before the America-Japan Society.* 

Repeated to Shanghai. Shanghai please repeat to Chungking, 

Peiping. 
| 

7 GREW 

893.00/14478 

Memorandum by the Ambassador in Japan (Grew) of a Conversa- | 

tion With the British Ambassador in Japan (Craigie) * 

[Toxyo,] October 21, 1939. 

Sir Robert, while returning my call today, said he thought that 

my speech before the America-Japan Society would be helpful to 

British as well as to American interests. He congratulated me on the 

speech. | co 7 | 

He spoke at length on the developing situation in China. From 

the information which has reached him he believes that Chiang Kai- 

shek is moving steadily closer to Soviet Russia and he feels that 

western interests in the Far East have even more to lose through 

Soviet penetration into China than through Japanese penetration. 

There may even be a risk of some eventual understanding between 

Japan and Soviet Russia for the apportionment of China in spheres 

of influence between those two countries. - a 

Meanwhile Wang Ching-wei appears to be emerging as a possible 

national nucleus in China. Sir Robert understands that Wang is by 

no means subservient to the Japanese and he believes that if Wang 

can succeed in gathering sufficient influence and support among the 

Chinese, as now seems possible, to establish a new regime in Central 

China, he will not permit the Japanese to use him as a puppet. 

Therefore, in case Wang should really emerge as a new leader, it is 

important that the democracies and the press of the democratic 

countries should not treat him with derision and should not close the 

door to possible relations with him in future. He pointed out that 

the Nine Power Treaty applies to China as a whole and that if an 

effective new regime emerges which might eventually prove to be of 

preponderant influence in China, we should not be estopped from 

dealings with that regime through any political technicalities. After 

On October 19; for text of speech, see Foreign Relations, Japan, 1931-1941, 

ei Copy transmitted to the Department by the Ambassador in his despatch 

No. 4229, November 8; received November 29.
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| all, new regimes or governments had emerged in other countries and 
| in due course had been recognized as the true representatives of the 

country. Sir Robert realizes that we cannot yet foresee what is going 
7 to happen and that it is much too soon to pin any faith on Wang, 

but he believes there are possibilities that Wang may eventually prove 
| to be the real solution of the Chinese problem and that for that rea- | 

son we should avoid discrediting him in advance and should take no 
steps, especially in our press, to incur his enmity. He said that the : 
French Ambassador concurs in this view and he hoped that the three 
of us might consider sending some sort of recommendations along 
those lines to our respective Governments. 

I said in reply that I would be glad to have all this in mind and 
that if he should draft some communication on this subject to his 
‘Government it would interest me to see it, but I thought the time was 
by no means ripe for such a move at present. We must watch and 
await developments. I also pointed out that the American press is 
independent and will arrive at its own conclusions. Sir Robert 
acknowledged this fact but thought that even the American press is 
not averse to occasional steers from the Government. I added that 
according to my own information, Chiang Kai-shek is optimistic and 

| has every intention of pursuing the hostilities to what he feels will | 
be a successful outcome. | 

JosEPH C. Grew 

893.00/14455 : Telegram | 

| Lhe Consul General at Shanghai (Gauss) to the Secretary of State 

: SHANncuHAI, October 23, 1989—6 p. m. 
: [ Received 7: 30 p. m.] 

932. Department’s 508, October 5, 2 p. m. According to a local 
| French source, Domei at London sent to its home office the following 

report, which may not have come to the attention of the Department 
and which I forward because of its especial interest in this general 
connection : 

(Translation) “The Daily Herald published today (October 29) an 
interview with the Chinese Communist General, Mao Tse Tung, ob- 
tained at Yenan (Shensi) by Mr. Edgar Snow. In that interview, 
Mao Tse Tung declared notably that the Chinese Communist Party 
had never accepted the control of the Kuomintang and that it con- 
tinues to pursue its own program, having as final aim social revolution. 

The substance of the British Ambassador’s telegram of November 3 was com- municated to Ambassador Grew on November 6; it advised caution toward a new 
regime (893.00/14478). 

Citation garbled ; it may have referred to telegram No. 385, October 3, 3 p. m., 
to the Ambassador in China, not printed.
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Mao Tse Tung emphasized that the zones which are now occupied 

by the Communist armies are, from the administrative point of view, 

independent of Chungking. | 
Now that France and Great Britain have ceased to aid China, the 

Soviet Union contrariwise has decided to assist still more the Chinese 

Government, on the condition always that China pursues energeti- 

cally the struggle against Japan and establishes closer political ties 

with the Soviet Union. 
| The British policy in the Far East is now completely changed: 

Great Britain exerts itself now to break down the Chinese resistance 

and to aid Japan in imposing upon China a Japanese peace. 

The primary task for the China of today, continues Mao Tse Tung, 

is to modify the old political system. Neither the unification of the 

country nor victory over Japan is possible if the dictatorship of the 

Kuomintang is not abolished, and if China does not become a democ- 

racy in the government of which the Communists will be represented 

like other political groups.” . 

Repeated to Chungking, and Peiping. By air mail to Tokyo. 

Gauss 

793.94/15443 : Telegram 

The Counselor of Embassy in China (Lockhart) to the Secretary | 

of State 

Perrerne, October 24, 1939—4 p. m. 

[Received October 24—1:12 p. m.] 

555. Chungking’s 557, October 17, noon, section (g). An Ameri- 

can resident of Kaifeng, Honan, who arrived here yesterday on a visit 

and whose reports have hitherto proved accurate states that for many 

months the Japanese military at Kaifeng have been training a corps 

of Chinese soldiers with the intention of using them in pacification 

work or garrisoning Kaifeng thus relieving the strain on Japanese 

troops. He reports that 10 days ago the Japanese held an imposing 

ceremony at which the Chinese corps of 800 men who had previously 

drilled unarmed were given rifles, ammunition and their pay; the 

same night the entire corps revolted, killed their Japanese military 

“advisers” (some four or five officers) and } oined the Chinese forces 

in the region. The informant commented on the significant connec- 

tion between this revolt and the Japanese reverse at Changsha of 

which he stated Chinese in Kaifeng were well informed through radio. 

The presumption is that the Japanese were bitter over this wrecking 

of their plans and trouble. 

Repeated to Chungking, Shanghai. Code text by air mail to Tokyo. 
LocKHART 

278040—55——20
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793.94119/608 | | . | | 
Memorandum of Conservation, by the Chief o f the Division of Far 

Eastern Affairs (Hamilton) 

| | | [Extract] 7 

| [Wasuineron,] October 25, 1939. 
At the Secretary’s suggestion, concurred in by Mr. Hornbeck, I 

| asked Monsignor Ready ” to call in reference to the cablegram which _ 
the Apostolic Delegate in Washington received from the Secretariate 
of State of the Holy See, a copy of which Monsignor Ready left with 

| me on October 10, in regard to information received by the Secre- 
_ tariate of State from an unnamed source that Chinese officials “desire 

the Holy See to take steps to establish peace between China and 
| Japan”, 

I told Monsignor Ready that we wished to give him a statement by 
way of acknowledgment and reply to the cablegram a copy of which 
he had left with us. I then handed him the ribbon copy of the 
attached statement.” .. . | | 

M[axwett] M. H[ammron] 

793.94119/608 
The Department of State to the Secretariate of State of the Holy See ® 

The spirit which prompted the Secretariate of State of the Holy © 
See to bring to the attention of the Government of the United States 
the information contained in the Secretariate of State’s cablegram is 
very much appreciated. This Government has had and continues to 
have the situation in the Far East very much in mind and it is our 
constant desire to make such contribution as may seem appropriate 
and be practicable toward the cause of peace among nations. 

761.93/1678 : Telegram 

The Secretary of State to the Ambassador in China (Johnson) 

Wasuineton, October 27, 19839—1 p. m. 
209. The Embassy at Moscow, reporting on October 23, refers to 

an article in the Pravda charging Domei with distributing false 

” Monsignor Michael J. Ready, of the National Catholic Welfare Conference, 
Washington. 

“Not printed. 
” Infra. 
* Handed to Monsignor Michael J. Ready on October 25. 
* Telegram No. 788, 8 p. m., not printed.
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reports in regard to alleged Soviet demands upon China and observes 

that it is significant that the article refrains from associating the 

Japanese Government with its charge and that the article provides 

a convenient method of denying Soviet pretensions in China. The 

Embassy states it is informed by the Japanese Embassy that the 

Soviet-Japanese discussions at Moscow in regard to border demar- 

cation are making little progress. The American Embassy notes also 

that reports have been received from Japanese and French sources 

indicating an increase recently in Soviet shipment of war materials to 

China. The Embassy is of the opinion that the Soviet Union is still 

desirous of adjusting its relations with Japan so as to avoid compli- 

cations in the Far East and regards increasing Soviet aid to China 

as possibly a means of exercising pressure upon Japan in furtherance 

ot Soviet aims. | 

Sent to Chungking. Identical telegram sent to Tokyo. 
HULL 

798.94/15444: Telegram 

The Counselor of Embassy in China (Lockhart) to the Secretary 

oj State 

| - Peterne, October 27, 1939—3 p. m. 

| [Received 8:20 p. m. | 

562. Department’s 203, October 21, 2 p. m., to Chungking.® 

1. If day to day developments in North China the past year made 

clear any one fact it is that the Japanese are applying to this region | 

exactly the same methods and tactics they employed in Manchuria. 

Military, political, financial, economic and cultural policies are now 

so completely interwoven into one pattern that one is forced to the 

 eonclusion that the Japanese believe that they are here to stay at least 

in larger cities and along the railways in the areas actually occupied. 

The Japanese population at Peiping according to a late census is now 

in round numbers 37,000, Tientsin 44,000, Kalgan 7,000, Tsingtao 

92.000, Tatung 4,000, Shihchiachwang 7,000, and Tsinan 11,000. These 

figures represent tremendous increases over a year ago. There has also 

been a pronounced influx into the smaller towns. 

The big development companies are here and are getting into every- 

thing that gives the slightest promise of returning a profit and the 

Japanese Government is seeing to it that the way is paved. Ifevera 

policy of industrial development and economic cooperation between 

China and Japan is put into operation in North China by mutual 

% Not printed.
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consent, the Japanese are certain to be the dominant factor because 
they are from long experience industrialists and economic exploiters 
and the promoters of the larger enterprises know that they can count 

_ on their Government to support them. 
2. The Federal Reserve Bank is losing no ground if indeed it is not 

slowly gaining in areas actually under Japanese occupation. Foreign _ 
exchange transactions in Federal Reserve Bank notes can easily be 
efiected at the open market rate but the great drawback to the conduct 
of foreign trade with this currency is that such transactions are ham- 
pered by the import and export restrictions which make it difficult to 
carry on such trade except at the government fixed rate which was and 
that is, also an obstacle faced by businessmen in Shanghai in using 
Chinese national currency. I believe the currency problem in North 
China will solve itself in due course but the process will be slow. The 
average Chinese of the street is not greatly concerned whether the new 
currency is supported with adequate reserves or not, or whether it can 
be used in foreign trade transactions. It is difficult to determine as 
between the businessman and the missionary who will be the greater 
loser as the result of the Japanese occupation of North China. Tf 
“Manchukuo” can be taken as an example, they will both lose heavily, 
but at least the missionary is still in Manchukuo albeit his work is cur- 
tailed and hampered, but the businessman has all but disappeared from 
that region for the same reasons that the great majority of them are 
almost certain to disappear from North China within a decade if the 
present policies are continued. The terms “Asia for the Asiatics” and 
“The New Order in East Asia” will have a much clearer meaning a 

| few years hence. The foreign businessman in the occupied areas is 
being harassed as he has never been before and many missionaries in 
the interior are encountering serious obstacles as regards their work. 
Signs are cropping out that there is cause for real anxiety for the 
future of missionary work. Missionaries are discouraged and the busi- 
nessman likewise sees nothing ahead but trouble and hardship. 

4, [sic] The Japanese have put out many peace “feelers” during 
the past year, but the present peace movement which they and their 
Chinese adherents are sponsoring reflects a much greater urge on their 
part than is evident to bring hostilities to an end. 

There is reason to believe that they fear that the war will drift into 
an endurance contest, if, indeed it has not already done so, and that 
in such a contest the Chinese have some formidable assets on their side. 
To fortify themselves against such a contingency it is obvious that the 
Japanese are now conducting military operations on a far less gran- 
diose scale than formerly. The profligate expenditure of money has 
ceased. Men and materials are being conserved. Risks are being



UNDECLARED WAR 305 

reduced. There is a distinct drift away from military exploits and 

towards political and economic development. Another attempt to 

capture Changsha and a renewal of the effort to occupy Shansi will 

probably be made and if these succeed it may well be that they will 

be the last big military operations of the war. From then on the 

major effort will be in the direction of: (1) establishing a new Central 

Government-at Nanking; (2) further attempts at concluding peace; 

(3) endeavors to regain lost good-will in other parts of the world, 

especially in the United States; (4) further strengthening of the 

economic and financial hold on China and, by no means least, (5) to 

pacify Wang Keh Min and Provisional Government at Peiping and 

bring them into the fold of the new Nanking Government, which 

effort will fail unless a change takes place in the attitude of Wang 

Keh Min and others identified with the Provisional Government. 

Repeated to Chungking, Shanghai. Code text air-mail to Tokyo. 
LocKHART 

898.0146/727 

Memorandum by the Adviser on Political Relations (Hornbeck) 

[Wasurneton,] October 28, 1939. 

Reference, the British Embassy’s aide-mémoire of October 20 in- 

forming us that the British Government has come to the conclusion 

that it is “desirable to withdraw their garrisons from Tientsin and 

Peking as early as possible.” 
| 

See memoranda of conversations with Lord Lothian by the Secre- 

tary and by Mr. Hornbeck.” 

See draft of a possible aide-mémoire in reply, here attached.” 

See FE’s memorandum thereon.” 

Mr. Hornbeck talked with Lord Lothian on the telephone this morn- 

ing and, in pursuance of a suggestion made by the Secretary, called 

Lord Lothian’s attention to the fact that there are various indications 

of a relaxing by the Japanese of their pressure in China upon foreign 

snterests. Lord Lothian said that he had noted some of these indica- 

tions and that in a recent report to the British Foreign Office he had 

called attention to the import of those indications. Mr. Hornbeck 

said that, in the light of what the Secretary and he, Mr. Hornbeck, 

had said to Lord Lothian on October 20 and of the conversation just 

now held, we would not expect to make a written reply to the atde- 

mémoire under reference. | | 
Srantey K. HornBECK 

*% October 20, pp. 289 and 292. 
* Not printed.
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893.0146/752 

Memorandum of Conversation, by the Chief of the Division o } Far 
Eastern Affairs (Hamilton) 

[Wasuineron,] October 30, 1939. 
Mr. Mallet, Counselor of the British Embassy, called at his request 

this afternoon and left with me the attached aide-mémoire bearing 
date October 30. Mr. Mallet said that he hoped that the decision of 
the British Government, as recorded in the attached aide-mémoire, 
would be satisfactory to us. Mr. Mallet said that he understood that | the decision was in line with comments made by the Secretary and by 
Mr. Hornbeck in conversations with the British Ambassador. I said 
that I could make no comment in addition to the comment which had 
previously been made by the Secretary and by Mr. Hornbeck. I added, 
however, that it was my recollection that the British Ambassador had 
in his conversation with the Secretary made inquiry as to what the 
Secretary thought of the British leaving a few guards at Peiping and 
at Tientsin as a symbol, and that the Secretary had replied that this 
would in his opinion operate to mitigate to some extent but not to 
avert loss of prestige. 

I told Mr. Mallet that I would without delay bring the British 
Embassy’s aide-mémoire to the attention of the Secretary. 

Mr. Mallet commented that he understood that what the British 
_ were doing was along the lines of action taken by this Government a 
number of months ago. I then recounted to Mr. Mallet the action 
taken by this Government in withdrawing its infantry forces from 
Tientsin and in replacing those infantry forces with part of the 
marine guard forces on duty at Peiping. 

I assured Mx. Mallet again that I would bring the British Em- 
bassy’s communication to the attention of the Secretary. 

Mr. Mallet said that the British Government desired that its de- cision in the matter be regarded as strictly confidential. 
M[axweti] M. H[amirron] 

893.0146/752 

Lhe British Embassy to the Depariment o f State 

Awr-Mémorrer 
His Majesty’s Government in the United Kingdom have given fur- ther consideration to the position of the British garrisons in Tientsin and Peking in the light of the recent conversation on this subject be- tween the Secretary of State and His Majesty’s Ambassador. They 

* Infra,
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have now decided that the British battalion at present stationed in 

North China should be withdrawn. Token forces consisting of com- 

pany headquarters and two platoons will however be left at Tientsin 

and one platoon will be left at Peking. These token forces will 

amount to approximately 175 men. These men will be drawn from | 

the British battalion now stationed at Shanghai and it is proposed to 

despatch them to North China pari passu with the withdrawal of the 

battalion from Tientsin. | 

In informing the Department of State of this decision of His 

Majesty’s Government, His Majesty’s Embassy has been instructed to 

request that the information be kept strictly confidential for the time 

being. 

Wasuinerton, October 30, 1939. 

751.94/87 : Telegram | 

The Ambassador in Japan (Grew) to the Secretary of State 7 

| Toxyo, October 31, 1939—4 p. m. 

[Received October 31—7: 07 a. m.] 

563. Chungking’s 566, October 23, 11 a.m. My French colleague 

told me recently that owing to France’s involvement in the European 

war it is now the policy of his Government to remove or to avoid all 

grounds of French friction with Japan. | 

He also told me that whereas the original instructions from the 

French Government recalled all French reservists from the Far East, 

these instructions were later amended to apply only to those men 

under 40 and that they were subsequently amended to apply only 

to men under 30 years of age. 
Repeated to Peiping. 

GREW 

893.00/14480 

The Ambassador in China (Johnson) to the Secretary of State 

No. 361 Cuunexine, October 31, 1939. 
[Received December 2. ] 

Sir: I have the honor to refer to the Embassy’s despatch No. 306, 

of August 18, 1989, entitled, “Conditions in Northwestern Provinces 

of China” and to Shanghai’s telegram of October 23, 6.00 p. m. con- 

cerning the position of the Chinese Communist force known as the 

Eighth Route Army with respect to the National Government. 

* Not printed. i .
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| Since friction between the Chinese Communist Party and the 
Nationalist Party continues to be a source of uneasiness to well- 
wishers of China, it seems worth while to invite the attention of the 
Department to an interview with the Communist leader Mao Tse-tung 
on September 11, 1939, which was published in the Hsing Hua Jih 
Pao, the Chungking Communist organ, on October 20, 1939. A 
translation and copy are enclosed A reading of Mao’s statements, 
if it influences the Occidental reader at all, seems to the Embassy 
calculated to strengthen the opinion of those who believe that the 
attitude of the so-called “Communists” in the present controversy 
is more praiseworthy than that of the Kuomintang. Many Americans 
have the impression that Chinese Communism of the present day 
resembles far more American democratic concepts than it does either 
the theories or the practice of present-day Communist Russia. It 
may be that this favorable view is inspired less by knowledge of 
the political theories of the Eighth Route Army and its associates 
than by reports that have been brought out from the Northwest prais- 
ing the patriotism, bravery, self-sacrifice, and devotion to education 
and popular betterment of the Communist authorities at Yenan, in 
Shensi Province. 

However that may be, if one starts with this bias in favor of the 
“Communist” Government in the Northwest one is convinced by the | 
logic of Mao Tse-tung’s assertions that there should be no friction 
between such political parties as earnestly desire to cooperate in the 

| war of resistance to Japanese invasion; that the creation of a “demo- 
cratic” government in China is essential to the winning of the war 
and to post-war reconstruction; and that the Chinese Communist 
Party desires to cooperate with the Kuomintang, but can do so only 
in the event that it is assured that it will not meet with interference 
in the prosecution of its two aims of resistance to the J apanese and 
the creation of a democratic government in China. 

Following publication of the Mao Tse-tung interview on October 20 
Secretary Weil had opportunity to discuss it with several prominent 
Government officials. There is enclosed a memorandum dated October 
23, 1939,' of his conversation with Mr. Peng Hsueh-pei, Vice Minister 
of Communications, foreign-educated and a member of the Kuomin- 
tang. The entire memorandum is interesting, but it seems desirable 
here to call attention especially to Mr. Peng’s belief that the Commu- 
nist Party, specifically the Eighth Route Army, is receiving material 
support from the Soviet Government and is subservient to Stalin ; 
his refusal to credit the Communists with any important betterment 
of the condition of the people in the areas they control; his statement 

* Not printed.
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that a “constitutional assembly” would be held within a few months | 

for the ostensible purpose of creating a democratic form of govern- 

ment, but really to execute a prepared program; and his confidence 

that while the Communists constituted a threat to the power of the 

Chinese Government, the Government could remove this danger when: 

hostilities with Japan were ended. . 

In spite of the cynicism tingeing Mr. Peng’s observations, his belief 

regarding the subservience of the Chinese Communist Party to Mos- 

cow is so commonly expressed that one must credit many officials of 

the National Government with genuinely sharing his opinion and 

with having, from their standpoint, adequate reason for suspicion of 

the Communist Party. Nor can one quarrel with Mr. Peng’s idea that 

the mass of the Chinese people are not qualified to conduct a “demo- 

cratic form of government”, if by that is meant a government of pop- 

ular franchise on the Anglo-Saxon plan. What Mao Tse-tung seemed 

to have in mind was something more in the nature of local self-govern- 

ment. It is disquieting to observe that Mr. Peng seemed to foresee 

forcible removal of the Communist “threat” after hostilities should 

have been concluded. It would be difficult to imagine anything that 

would be more calculated to alienate foreign opinion from the Chinese 

Government than would recrudescence of internecine warfare in 

China, especially if it were between the Government and the force 

- made popular in the United States by Mr. Edgar Snow’s book, Red 

Star Over China. - 

Mr. Weil likewise spoke on the subject with General Chu Shih- 

ming, Director of the Department of Intelligence and Publicity of 

the Foreign Office. A memorandum of the conversation is enclosed.’ 

(In this connection it should be pointed out that Mr. Weil was sub- 

sequently informed by Dr. Hsu Mo, Vice-Minister for Foreign Affairs, 

that the issue of the paper publishing the Mao Tse-tung interview was 

suppressed, not on account of the interview, but on account of an edi- | 

torial that was held to reveal political secrets.) It will be observed 

that General Chu was even more emphatic in his assertion that the 

Government would deal with the Communist threat through force than 

Mr. Peng was. Mr. Weil is inclined to think, however, that this em- 

phasis on the ability of the Government to suppress the Communists 

by forcible means may be in part a reflection of a supposition on the 

part of the Chinese speakers that Americans are strongly opposed 

to all persons labeled as “Communists” and would view with disfavor 

any apparent surrender to them by the Government. 

In the course of preparation of this despatch, which has been much 

delayed by press of routine, Mr. Weil prepared a memorandum dated 

27 Dated October 24; not printed.
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: November 9, giving the gist of interesting conversations with other 
persons on the subject of the Eighth Route Army. A copy is enclosed.‘ 
Respectfully yours, : Netson Truster JOHNSON 

793.94/15450 : Telegram | | 

Lhe Ambassador in Japan (Grew) to the Secretary of State 

Toxyo, November 1, 1939—7 p. m. 
[Received November 1—12:54 p. m.] 

567. 1. The meeting now taking place of the Prime Minister and 
| Foreign, War, Navy and Finance Ministers acting as president and 

vice presidents of the Asia Board and General Yanagawa, director 
general of the board, has been called for the purpose of formulating 
“specific plans for the settlement of the China incident”. The press 
anticipates that the Asia Board will reaffirm previous Japanese dec- 
Jarations with regard to the general principles of policy, notably the 
Konoye statement of December 22, 1938,5 namely: a 

(a) recognition by China of Manchukuo, 
_ (6) anti-Comintern agreement among Japan, China and Manchu- 
kuo which would provide for the continued stationing of J apanese 

: troops in certain parts of China and the designation of Inner Mongolia 
and North China as “special [anti-Communist] areas”, 

(¢) economic cooperation among the three countries which would 
include right of Japanese to reside and carry on trade freely in 
China. 

2. The press hints very broadly nevertheless that the meeting to- 
day may not be productive of a complete program of both policy and 
action. So far as we can learn the Japanese are still as far as they 
have ever been from devising guarantees for the carrying out of the 
above listed peace terms which would be compatible with the demands 
of Chinese with any claim to respectability. The suggestion fre- 
quently made in various telegrams from Peiping and elsewhere in 
China that there are divided counsels among the Japanese military 
leaders in China with regard to the questions whether Wang Ching 
Wei should be set up as the head of a central government and whether 
the present Nanking and Peiping regimes should be continued is 
fully borne out by information recently obtained from an entirely 
reliable Japanese source. | 

8. According to our informant, the questions immediately above 
presented arose in a somewhat different form as early as the autumn 

‘Not printed. 
* Foreign Relations, Japan, 1931-1941, vol. 1, p. 482.
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of 1937 when the attack on Nanking from Shanghai was decided on 

by General Matsui. General Yanagawa, above mentioned, who com- 

manded the detachment which landed at Hangchow Bay and later 

commanded the army which advanced along the south bank of the 

Yangtze, contended that Japan could not conquer and destroy Central 

China; he believed that the Nanking campaign was a mistake but 

urged that when Nanking was captured it should be reduced to ashes 

and the army withdrawn to Shanghai and later evacuated. 

In his view not only did Japan’s future lie in North China, in which 

area she could safely entrench herself, but the occupation as well of 

the Yangtze basin and South China would be beyond the capacity of 

Japan to maintain for an indefinite period. 

4, The question whether there should be set up a new central 

Chinese Government and the Peiping and Nanking local regimes 

suppressed thus stems out of the older problem above described. There 

is and has been much talk, of course, of setting up a strong and com- 

pletely independent new government in China. If this were the pre- 

vailing thought there should have been no such delay as there has been 

in establishing the much talked of new Government under Wang 

Ching Wei. We incline very strongly therefore to accept as substan- 

tially true the statement of our informant that the repeated postpone- 

ments in the creation of such new government, which would be headed 

by Wang or some other person, is due primarily to the inability of 

the Japanese to agree among themselves upon the area over which 

Japan is able to exercise overlordship. There is obviously some dis- 

agreement among the Japanese with regard to the acceptability of 

Wang, his determination to retain a large measure of independence 

from Japanese control and his desire to remove restrictions on Ameri- 

cans and other foreign rights being irreconcilable with extremist con- 

cepts of the “new order”, but this matter is secondary both in impor- 

tance and in time. | 

5, Discussions in the press are of course couched in the most guarded 

language but when read in the light of the foregoing information they 

strongly suggest that the Asia Board will forthwith reaffirm the Ko- 

noye statement and will agree upon the establishment of a Central 

Government under Wang, but that it will have difficulty and need 

more time in reaching any decision with regard to the extension by 

such government of de facto authority over North China and to the 

character of the assistance which Japan will bind itself to give to that 

government in areas outside North China. 

Repeated to Peiping, Peiping please repeat to Chungking. 
Grew
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793.94./15461 : Telegram 

The Consul General at Shanghai. (Gauss) to the Secretary of State 

| SHAnoHAr, November 2, 1939—3 p. m. 
[Received November 3—7:02 a. m.] 

| 965. Reference Department’s No. 203, October 21, 2 p. m., to 
Chungking.® | 

1, Viewing the situation from this post in Japanese occupied China 
there seems no prospect of any early definitive settlement of the 
China incident. There are no indications here of any modification 
of Japanese objectives or policy in China. Japan’s major military 
effort was considered as substantially completed with the occupation 
of Hankow and Canton. Recent Japanese military reverses in China 
are not regarded by military observers here as of major importance. 
Guerrilla tactics by Communists and other forces in Shansi and the 
north appear to have been successful, but in Central China the spo- 
radic guerrilla activities while disconcerting have brought no impor- 
tant results. 

| 2. Sober Japanese opinion maintains that the project for a “recog- 
nized” Central Government regime will mature in the very near future, 

_ thus freeing Japan to deal more readily with any situation or oppor- 
tunities that may develop out of the European conflict and at the 
same time establishing a means to “legalize” the dominant economic 
position into which Japan has thrust herself in occupied China 
through the introduction of an economy fashioned on the Manchurian 
pattern gradually extending through North China into Central China 
with Chinese and third power interests generally immobilized during 
the process of penetration and consolidation by restrictive measures 
imposed under the guise of military necessity. 

38. Japan has approached the currency problem more cautiously 
here than in the north, but the ground work has been laid for oppor- 
tune development. Through the Central China Development Com- 
pany Japan holds substantial monopoly control of inland navigation, 
rail and other transportation, public utilities, telecommunications, fish- 
erles, salt, coal, iron, silk, cotton and other raw materials. Lack of 
capital has restricted any rapid development but confiscatory methods 
have established Japan in control of existing substantial and profitable 
activities. 

4, With the husbanding of material and men by avoidance of 
further large scale military operations, and with monopoly control of 
profitable enterprises and the accumulation of revenues from tax 
sources, it is believed here that the drain of the China incident on the 
resources and reserves of Japan has to a certain extent been moderated. 

° Not printed. oo 7
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Customs revenue balances in Japanese banks on September 30 totaled — | 

330 million dollars. Approximately 85 per cent of the customs rev- 

enue is collected in Japanese occupied ports. While official informa- 

tion is not available, it is believed that receipts from salt revenue 

and consolidated and other taxes in occupied China must reach a very 

substantial total. One cannot doubt that these revenues are availed 

of to support the Japanese occupation. Foreign and domestic obliga- 

tions secured on these revenues are not being serviced. . 

5. Observers here, while remarking on China’s continued resistance 

and united front, fail to find any evidence of a substantial strengthen- 

ing of the Chinese position. With heavily reduced revenues and 

difficult trade channels, China’s resources cannot be improving and 

her reserves must be dwindling. 

With the European conflict, it would appear that Britain and. 

France are lost to China as possible sources of loans, credits and 

supplies. Soviet-assistance apparently can only be had at a substan- 

tial price. There are persistent reports here of increasing activity by 

the Communists for greater influence in the Government; also reports 

of friction between communist and National Government forces in the 

field. Foreign observers also commented that young Chinese seeking 

to serve China against Japan are preferably directing their steps 

toward the communist camps. 
Repeated to Chungking and Peiping. Code text by air mail to 

Tokyo. Gauss 

7938.94119/609:: Telegram 

The Ambassador in France (Bullitt) to the Secretary of State 

Paris, November 9, 1989—6 p. m. 

[Received November 9—2: 52 p. m.] 

9706. My No. 2534, October 25 [20],5 p.m. Li Yu-ying called 

on me this morning and stated that he had just received a personal 

message from Chiang Kai-shek informing him that there was abso- 

lutely no truth in the report that Germany had made any attempt 

to bring about peace between Japan and China. BuLurrr 

893.0146/753 

Memorandum by the Chief of the Division of Far Eastern Affairs 

(Hamilton) of a Conversation With the Counselor of the British 

Embassy (Mallet) | 

: [WasHineton,]| November 10, 1939. 

Mr. Mallet telephoned and referred to the aide-mémoire which he 

left with me on October 30 in regard to the decision reached by the
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British Government in reference to British armed forces stationed 
at Peiping and at Tientsin. Mr. Mallet said that the British Em- 
bassy had now received instructions to inform us that the British 
Ambassador at Tokyo had been instructed, after concerting his action 
with that of his French colleague, to inform the Japanese Govern- 
ment orally that the British Government had decided, because of the 
requirements of the European situation, to effect a temporary modi- 
fication in regard to British troops stationed at Peiping and at Tien- 
tsin, under which modification certain of the British forces would be 
withdrawn and the number stationed at Peiping and at Tientsin would 
be reduced. 

Mr. Mallet said that the British Ambassador at Tokyo was being 
instructed to inform the American Ambassador there and the British 
Commandant at Tientsin was being instructed to inform the American 
Commandant at that place. | 

Mr. Mallet said that the British Government must ask that we re- 
gard this information as confidential until publicity should be given 
to it in London. | 

I asked Mr. Mallet whether he would be so good as to send us an 
informal memorandum containing the information which he had com- 
municated to me by telephone. Mr. Mallet said that he would do 
this,” 

M[axwety] M. H[amimton] 

798.94/15519 : 
Lhe Ambassador in China (Johnson) to the Secretary of State 

No. 375 Cuuncxine, November 10, 1939. 
[Received December 2.] 

Sir: I have the honor to refer to a telegram dated November 2, 1939, 
from the American Consul General at Shanghai expressing the gen- 
eral view that the Japanese are succeeding in building a solid eco- 
nomic foundation to support their military and political invasion of 
China. 

The Embassy had observed what appeared to be considerable quan- 
tities of Japanese cloth in Chungking shops and on November 9 con- 
fidentially discussed with a prominent official of the Chinese Govern- 
ment the question of trade interchange between “occupied” and 
“unoccupied” areas. 

The informant said that members of the Government had earnestly 
canvassed the question whether the importation of J apanese goods 
needed by the population, which needs the new industrial set-up in 

"Memorandum not printed. 
* Telegram No. 965, p. 312.
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west China cannot yet supply, was of greater advantage to the Japa- 

nese or to the Chinese. A similar question arose in regard to exports; 

for example, many farmers in north China had become accustomed 

to raise cotton for sale and had become habituated to a money farm 

economy. It was difficult for the Government to persuade such 

farmers to return to subsistence farming, since there were many needed 

articles which their farms could not produce. 

The informant clearly recognized the existence of arguments both 

pro and con trade interchange between “free” and “occupied” areas, 

with respect to its effect on the outcome of the hostilities, but avoided 

any expression of personal opinion. He implied that the policy of the 

Government was to keep alive the theoretical strict embargo on such 

trade, but in practice to wink at it when the welfare of the Chinese 

population in unoccupied areas was deeply involved. 

Assuming, as the telegram in reference assumes, that the creation 

of a self-sustaining economic structure in Japanese-controlled areas 

in China will assist the Japanese invasion, I am inclined to think that 

this gradual economic entrenchment by the Japanese in the regions 

occupied by them will be more difficult for the Chinese to combat than 

the extension of military control. | 

It is understood, however, that some persons insist that the racial 

and sentimental urge of the Chinese population to resist Japanese 

domination will prove stronger than the impulse to accept economic 

benefits at their hands, at the cost of submission. This is merely 

another phase of a conflict whose outcome cannot be predicted with 

any confidence. Looking at the matter from the standpoint of Ameri- 

can interests it may, however, be safely asserted that markets and 

sources of supply of Chinese raw materials and products thus gained | 

by the Japanese they will attempt to control strictly to their own 

exclusive advantage. 

Respectfully yours, Netson Truster JOHNSON 

%793.94119/610: Telegram 

The Ambassador in Japan (Grew) to the Secretary of State 

Toxyo, November 11, 1939—5 p. m. 
[Received November 11—7 : 37 a. m.] 

594. The Minister of War, General Hata, gave a long interview to 

the press yesterday on his way to western Japan, the significant por- 

tions of which are reported by the Asahi to have been as follows: ° 

“The settlement of the China incident is beg undertaken under 

extremely complicated circumstances, brought about by developments 

® Omissions indicated in the original.
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in the international situation. . . . Irrespective of public opinion, 
the Army is determined to assume full responsibility for the settle- 
ment of the incident. . . . There is no need to alter the fundamental 
policy, decided at the Imperial Council, for the disposal of the inci- 
dent. At the special meeting of the Asia Promotion Board on Novem- 
ber 1 the attitude to be adopted by the Japanese Government toward 
the new central regime to be established in China was discussed and 
decided. This decision may in the future be referred to the Cabinet, 
but I don’t believe there is any need for haste. The movement among 
patriotic and intelligent Chinese for the establishment of a new regime 
1s progressing favorably despite the machinations of the enemy. . . . 
In every particular, the hasty conclusion must not be drawn that the 
China affair will automatically be settled with the establishment of 
the new regime. The Japanese people must clearly recognize the 
distinction between cooperation with the new regime and the estab- 
lishment of a new order in East Asia. The restoration of peace and 
the establishment of the new order will depend on the strength of the 
Japanese Empire alone. . . . The fact cannot be disputed that our 
hypothetical enemies have grown more numerous. In order to be 
fully prepared for all emergencies Japan must put forth every effort 
to expand its armaments. It is clear that in view of the situation 
created by the Manchurian and Chinese incidents more emphasis than 
ever must be laid on shifting the center of national defense to the 
continent... . The problem of foodstuffs is of special concern to 
the army as it is a matter of life and death for the people and it affects 
directly the morale of the men at the front. . . . We believe that the 
food situation is being successfully coped with... . However, as a 
basic counter-measure steps should be taken at once to establish a 
permanent policy of consolidation between Japan, China and Man- 
chukuo.” — 

Copies by airmail to Shanghai, Peiping; Shanghai requested to 
repeat to Chungking via naval radio. 

. GREW 

798,94 /15520 

Lhe Ambassador in China (Johnson) to the Secretary of State 

No. 377 Cuunexine, November 11, 1939. 
[Received December 2.] 

Sir: I have the honor to state that in view of my impending de- 
parture from Chungking on a tour to port cities and to Peiping I 
called yesterday on Dr. Wang Chung-hui, Minister for Foreign Af- 
fairs, in order to inquire whether there were any observations he 
wished to make to me in regard to matters of mutual interest. Mr. 
Peck, Counsellor of the Embassy, accompanied me. 

Dr. Wang stated that he had taken up several matters with Sir 
Archibald John Kerr Clark Kerr, the British Ambassador, on No- 
vember 9, the day before he left Chungking for Shanghai. He wished 
to present the same list to me as matters in which the Chinese Govern-
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ment was greatly interested. Dr. Wang then consulted a personal 

memorandum he had in his hand and apparently following a list of 

subjects detailed them to me with running comments and questions. | 

The Minister said that the Foreign Office had received information 

that the French Ambassador had received a request from the Jap- 

anese authorities that appointments of officers in the Chinese courts 

in the French Concession be sent to the so-called “Government” at 

Nanking for confirmation. The Chinese Government was appre- 

hensive that if this requirement were met it might be the first: step 

in compliance with the Japanese demand that the court be transferred | 

to the authority of that organization, and that the same demand 

might be presented to the foreign governments concerned in connec- 

tion with the courts in the International Settlement. The Chinese 

Government desired to state that it retained its authority over the 

courts in the French Concession and the International Settlement and 

expected that the foreign governments concerned would continue to 

recognize that authority. There ensued a discussion of the historical 

antecedents of these courts and I said that I would report to the De- 

partment of State Dr. Wang’s observations. | | 

The Minister then stated that another phase of Japanese aggres- _ 

sion at Shanghai was to be found in the order reportedly issued by the 

Japanese within the last few days restricting the importation into | 

Shanghai of Chinese national currency. The Chinese Government 

hoped that foreign governments would not accept any such restriction 

as applicable to their respective nationals. He understood that the 

Japanese were ruling that permits for importations of currency would 

have to be applied for from the puppet authorities, and he pointed out 

that if this ruling were obeyed there would be an implied recognition 

of such authorities. | 

‘Dr. Wang said that he had discussed with the British Ambassador | 

the possibility of financial assistance from Great Britain to China 

and had been informed that this type of assistance was easily pos- 

sible, and in a substantial amount, but that the relations between 

Japan and Great Britain were such that it would be difficult for the 

British Government to take the lead in extending it to the Chinese 

Government. The Ambassador said that if the United States were to 

take such action and were to inform the British Government of its 

decision, he thought that Great Britain would undoubtedly extend 

credits to China or otherwise assist it financially. | | 

Finally, the Minister for Foreign Affairs inquired of me concerning 

the prospects of an embargo on trade between the United States and 

Japan after the termination of the present commercial treaty on 

January 26, 1940. He observed that his information was that four 

separate resolutions to this end had been introduced into Congress 

278040—55——21



318 FOREIGN RELATIONS, 1939, VOLUME III 

and that Senator Pittman had announced his intention to introduce 
another in the Senate at an appropriate moment when Congress re- 
convened in January next. I replied that I could make no prediction 
regarding the action that might be taken by Congress, nor whether any 
action would be taken, but I said I felt it necessary to tell him that 
the people of the United States had a traditional dislike of embargoes 
on trade, dating from the early years of the 19th century, and I 
further observed that since trade was extremely fluid and always 
sought an outlet where profit was assured, it would be a task of ex- 
treme difficulty to enforce an embargo, if it were decreed. 

Dr. Wang observed that with the advent of the European war and | 
the removal of the prohibition of the supplying of munitions to the 
belligerents, the United States seemed to be in a position that would 
make cessation of all shipments to Japan of materials useful in war 
very easy, since not only were the European belligerents eager to 
acquire large quantities of munitions and materials of the sort de- 
scribed, but apparently the American Government was embarking on 
an expansion of armament that would likewise consume large quan- 
tities thus leaving a very small surplus for shipment to J apan, in any 
case; he had noticed that the American Government had created a 
“Government Priority Commission”, whose duty it would be to see 
that Government’s needs received prior consideration. In these cir- 
cumstances the Chinese Government hoped that the American Gov- 
ernment would find it possible to shut off all supplies to Japan and 
would also feel disposed to induce Great Britain and France to follow 
suit. 

Respectfully yours, NELSON TRUSLER JOHNSON 

893.0146/733 : Telegram 

Lhe Ambassador in France (Bullitt) to the Secretary of State 

Paris, November 14, 1939—6 p. m. 
[Received 9 p. m.] 

2750. Champetier de Ribes * assured me today that the announce- 
ment of the withdrawal of French and British troops from Tientsin 
and other areas (see my No. 2738, November 13") had been made 
because the French and British were extremely anxious not to have 
any conflict with Japan at the present time. He assured me that 
neither the British nor the French were conducting any secret nego- 
tiations whatsoever with the Japanese. He stated flatly that there 
was no question at the present time of any agreement between J apan 

“French Under Secretary of State for Foreign Affairs. 
* Not printed.
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and France or England based on a French or British cooperation with 

Japan against either China or the Soviet Union. 

In conclusion he stated that French and British policy in the Far 

East at the present time was based on a simple desire to remain on 

as good terms as possible with both China and Japan. 

I asked the Minister what he thought of the remarks of Naggiar, 

French Ambassador in Moscow, (reported in my No. 2723 of Novem- 

ber 10,11 p.m.”). He said that he did not agree with Naggiar and 

did not believe that there were any serious negotiations in progress 

between the Soviet Union and Japan. He considered it out of the 

question for the Soviet Union and Japan to agree to divide China. 
BuL1itt 

893.0146/742a : Telegram . 

The Acting Secretary of State to the Second Secretary of Embassy 

in China (Smyth), at Peiping 

Wasuineron, November 18, 1939—2 p. m. 

959. In connection with the recent announcements of the British 

and French Governments that they intend to reduce their military 

forces stationed in north China, the Department requests that Pei- : 

ping, Shanghai and Tientsin keep it currently informed of pertinent 

developments in this connection, especially in regard to numerical or 

other important changes affecting British and French forces in north 

China and at Shanghai. | 

Sent to Peiping. Repeated to Chungking, Shanghai and Tientsin. 
WELLES 

761,94/1182 

Memorandum by Mr. George Aicheson, Jr., of the Division of Far 

Eastern Affairs 

[Wasuineton,] November 20, 1939. 

The possibility of a Soviet-Japanese rapprochement creates some- 

thing of a dilemma for the United States because American policy 

toward Japan in relation to developments in China may tend to in- 

crease that possibility. As the hostilities in Kurope are causing Japan 

to become more and more dependent economically upon the United 

States, economic action against Japan by this country such as the 

imposition of an embargo might be a determining factor in turning 

Japan to seek profitable relations with the Soviet Union.“ 

3B Ante, p. 79. 
3 Sych information was promptly reported by telegram. 

4 Marginal notation by the Adviser on Political Relations (Hornbeck) : “Japan 

is already seeking them.”
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A dilemma has also been created for Japan in regard to this question 
because American policy in regard to and American support of China 
and Soviet support of China are obstacles in the way of Japan’s re- 
solving the conflict in China as speedily as possible in Japan’s favor 
and because Japan’s present international isolation makes it desirable, 
if not immediately necessary, to dispose of the “China incident” sat- 
isfactorily and without delay. If Japan could conciliate either the 
United States or Soviet Russia in such a way as to obtain the com- 
plaisance of one of those powers toward Japan’s program in China, 
Japan’s chances of quickly attaining Japanese objectives would be 
enhanced. | 

_ It is believed that, other things being equal, J apan would prefer 
conciliation with the United States to conciliation with Soviet Russia, 
as the latter alternative would involve greater risk of compromising 
Japan’s national security and political idealogy, and as Japan has an 
inherent distrust of Soviet Russia. On the other hand, if concilia- 
tion of the United States could not be brought about except by a 
radical modification of Japan’s policy in regard to China, then Japan 
in its present temper would probably prefer to take its chances on 
endeavoring to buy Russian complaisance at a cheaper price. — 

Both the principles to which we are committed and practical 
considerations require that this Government continue its diplomatic 
defense of its rights and interests in China and not capitulate to Japa- 
nese alms in China. Our course in general is already charted and 
includes the possibility of influencing Japan toward a rapprochement 
with the Soviet Union. It would seem, therefore, that the best safe- 
guard against unnecessarily increasing the possibility would be the 
transferring of emphasis in future discussions with the Japanese from 
our idealogical opposition to the “new order in East Asia” and the 
placing of emphasis upon the profits deriving from friendship between 
this country and Japan. 

The simple basis of our argument with Japan along this line would 
be that: friendship between the United States and Japan is tradi- 
tional; the United States earnestly desires to maintain and continue 
that friendship to the mutual benefit of both nations; friendship is, 
however, a matter of give and take; Japan is destroying American 
trade in China and is interfering with and curtailing American rights; 
our friendship cannot continue in such circumstances which are so 
obviously not give and take when one party (Japan) seeks to profit 
from us with one hand and with the other to destroy our interests. 
In so doing we would (a) avoid giving to the Japanese conception of 
a “new order in East Asia” the direct challenge which would likely 
involve the “face” of the Japanese military and increase their de- 
termination to advance their program and (6) ostensibly concentrate
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our differences with the Japanese on a practical question which they 

could more readily understand and in regard to which they would 

find difficulty in not accepting the reasonableness of our complaints. 

798.94/15521 | 

Memorandum of Conversation, by the Acting Secretary of State 

[Wasxineron,| November 21, 1939. 

The British Ambassador called to see me at his request. After 
discussing certain questions in connection with the Declaration of 

Panama, the Ambassador said he wished to drop for the moment his 

official character and speak to me very frankly about a matter that was 

giving him great concern. He stated that the way things were now 

going in the Far East, it seemed to him evident that the maintenance 

of western interests in the Far East would be dependent entirely upon 

the determination which the United States might make. He said 

that if the Japanese Government determined to wipe out British and 

French interests in China, or even to take over their colonial posses- 

sions, neither the British nor the French governments under present 

conditions could weaken their naval forces in the Atlantic or in the 
North Sea, or, for that matter, in the Mediterranean because of their 

uncertainty as to the course which Mussolini would pursue. He said 

that for this reason it was clearly in the interest of Great Britain to 

attempt to reach an understanding with the Government of Japan 

which would obviate this danger and that he was fearful lest there 

be a recurrence of the 1931 situation as a result of which American 

public opinion would believe and maintain that Great Britain had 

sold out and had left the United States “holding the bag”. He was 

very much concerned lest any negotiations undertaken between Great 

Britain and Japan under present conditions should be regarded by the 

American public as a deal against the interests of the United States 
and as a cynical and callous selling-out of China. 

The Ambassador went on to say that it seemed to him in the interest 

of the western powers, and particularly in the interest of the United 

States, for every effort to be made to further a direct understanding 

between China and Japan on a basis which would be fair and equitable 

to both sides, but with the realization on the part of both China and 

Japan that each side would have to make concessions. He inquired 

whether I shared his view. 
I replied by saying that I would have to make very wide and ample 

reservations to the opinions expressed by the Ambassador. I said that 
in the first place I could not at this moment conceive that there was 

a real likelihood of a formal agreement being reached between the 

Soviet Government and Japan for the partitioning of China, and in
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order to make it possible for Japan to undertake offensive measures 
against British and French possessions in the Far East or even against 

| the Netherlands East Indies. I said that, of course, anything under 
present conditions was possible, but it seemed to me fantastic to believe 
that the Japanese Government, from its own selfish standpoint, would 
undertake an adventure of this character, knowing perfectly well that 
Russian policy in the Far East was inevitably antagonistic to Japanese 
policy and knowing equally well that no reliance could be placed by 

| Japan upon any agreement which might be proffered by the Soviet | 
Government. I said it seemed to me far more likely that Japan would 
consider it in her best interest to try and work out some basis of under- 
standing with the United States and with Great Britain and France 
before she would give any serious consideration to Russian proposals, 

_ With specific regard to the Ambassador’s last statement, I said 
that I could only assume that when the Ambassador said that China 
must be made to realize that she would have to agree to concessions 
in undertaking to arrive at peace terms with Japan, the Ambassador 
had in mind concessions of a character which would grant to Japan 
some preferential interest in China, some form of economic or mili- 

| , tary domination in some part of China, and that if I had correctly 
understood his statement, I wanted to make it entirely clear that 
this Government did not share that view, nor could it proceed along 
any course which would be destined to further such an arrangement. 
I stated that the position of this Government in that regard had 
been made more than clear and had been reiterated. We could not — 
agree to participate in any move which would be regarded by China 
and Japan as an exercise of influence or pressure on our part des- 
tined to bring China to relinquish in any measure whatever her 
complete exercise of sovereignty within her territory. Further than 
that, I said, any such arrangement as that would imply a willingness 
on our part to agree to some form of military or economic, prefer- 
ential position for Japan in China; and our insistence upon the 
recognition of our legal and treaty rights in China and our insist- 
ence upon equality of opportunity for all nations in China was so well 
known as to require no further emphasis from myself at this point. 

Of course, I said, I believed that the sooner peace between Japan 
and China could be restored, the better it would be for the interests 
of the United States, solely provided that the kind of peace which 
was brought about was a peace of the character I had indicated. I 
said that I had no reason to believe that the government of General 
Chiang had any intention at this stage of considering peace terms 
of a character other than that which I had indicated and, unfortu- 
nately, in so far as the Government of Japan was concerned, I had 
no reason to believe that the Government of Japan would agree
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upon any peace terms similar to those which I had indicated. Con- 

sequently, it seemed to me that there was no ground for hope of 

peace unless the Government of the United States and certain other 

governments attempted to bring some pressure to bear upon China 

to make a peace which was neither equitable nor based upon the 

foundations I had outlined, and that, I said, I could assure the , 

Ambassador with all positiveness the Government of the United 

_ States would not agree to do. 
The Ambassador asked if my statement were to be interpreted as 

meaning that the Government of the United States, if an equitable 
and fair peace which was not in derogation of the sovereignty of 
China could be reached, would refuse to recognize the nominal inde- 
pendence of Manchukuo and Japanese domination of Manchuria. — 

I replied that the position of this Government on that question 

/ had been made plain not only by the preceding Administration, but 

by the present Administration, and that I saw no reason to suppose 

at this time that there would be any variation in the position taken. 

I reminded the Ambassador, however, of the statements contained 

in the communication addressed by this Government to the Govern- 

ment of Japan on December 31, 1938,° in which it had been made | 

clear that this Government believed that the course of negotiation 

with China and with all the powers directly concerned in China was 

open to the Government of Japan, and that this Government by no 

means assumed the position that any treaty was not susceptible of 

modification, provided such modification was obtained as a result of 

free negotiation between all concerned. 
S[uMNER] W[ELLEs ] 

793.94/15511 : Telegram 

The Consul General at Shanghai (Lockhart) to the Secretary of State 

SHancGHal, November 24, 1939—5 p. m. 
[Received 10 p. m.] 

1086. Department’s 349, November 13, 8 p. m. to Tokyo.* In ex- 

clusive interview granted November 20 to official German news agency 

and printed today Wang Ching-wei declared date of establishment 

new government could not be fixed because of elaboration acceptable 

peace conditions with Japanese Government requires considerable time, 

and agreement on peace conditions must antecede establishment new 

government. Wang said that if National Government continued to 

% Hor the note dated December 30, 1988 (delivered December 31), from the 

American Ambassador in Japan to the Japanese Minister for Foreign Affairs, see 
Foreign Relations, Japan, 1931-1941, vol. 1, p. 820. 

6 Tohid., vol. H, p. 34.
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refuse to conclude peace with Japan evacuation Japanese troops from 
China could be effected only regionally, “as arranged last August with 
Japanese Supreme Command in South China”. The new government 
at Nanking will claim title as the only national Chinese Government. — 
Wang admitted great difficulties attend implementation his plans but 
hoped difficulties would be overcome in cooperation with Japan and 
an independent China be established. : 
Wang’s Shanghai organ Chung Hua Jih Pao yesterday carried edi- 

torial asserting National Government reduced to status of local regime 
because of reliance on Russia, Britain and United States, and that new 
government in its relations with Japan must therefore be independent 
and self-governing. “The Central Government cannot be reorganized 
by Japan, and Chiang’s government cannot be overthrown by Japan. 
The discarding of the Chiang regime and restoration of a Kuomin- 
tang Central Government are matters concerning the Chinese people 
and can only be dealt with by the determination and efforts of the 
Chinese people, at their own initiative. What we hope from Japan is 
that Japan will respect that determination and those efforts, and will 
assist the Chinese people in what they want to do, but will not order 
the Chinese people to act in any particular manner. Only a central 
government evolved through dependence upon the determination and 
efforts of the Chinese people, employing the determination and efforts 
of the Chinese people for its support, could bring about a general peace, 
whereupon the problem of the Chungking Government might also have 
a natural solution.” Editorial observes that Anglo-French relation- 
ship is under British leadership and states: “Whether or not Japan 
can establish and maintain its position of leadership in eastern Asia 
depends upon whether or not it can handle matters of Sino-Japanese 
cooperation in the spirit of the Anglo-French cooperation”. Edi- 
torial emphasizes that the granting to Japan of right to station 
troops “in the vicinity of Inner Mongolia and in North China” is only 
for the period of Japan’s Anti-Comintern Pact and is not prejudicial 
to China’s sovereignty; and “the completeness and autonomy of 
China’s economy in the vicinity of Inner Mongolia and in North China 
in the same way does not permit of the slightest infraction”. Apart 
from those two areas, the editorial concludes, there is only one question 
of withdrawal of Japanese troops and no question of the stationing of 
troops. 

The above quoted Wang Ching-wei organ has lately been increas- 
ingly independent in tone, for which two theories are advanced: (1) 
judging the development of the international situation to be unfavor- 
able to Japan, Wang has adopted a stronger and more independent 
attitude vis-a-vis the Japanese; or (2) Wang is acting in accordance 
with Japanese policy, the Japanese desiring that it appear that Wang 
is functioning on his own responsibility.
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It is contended in some quarters that Wang possesses a promise 

from Konoye that Sino-Japanese relations shall be based upon 

Konoye’s offer of December, 1938, and that Wang is holding out for 

such conditions which if implemented would appear to leave China 

with its sovereignty only slightly impaired. It is doubtful whether 

Wang desires to go down in Chinese history as a “puppet”, and pub- | 

licity from his camp would indicate further that he believes Japan to 

be facing a strong combination in Russian, British and American 

policies and chooses therefore to fight along patriotic lines for an 

independent China. 
It is conceivable that there is a relationship between Japanese 

pronouncements and Wang’s publicity but it is possible that it is 

realized in some Japanese quarters, at least, that the establishment 

of another controlled government could scarcely be expected to con- 

tribute substantially to the establishment of a new order in Hast 

Asia. If the latter hypothesis is true it would follow that Japan 

might feel the necessity of making additional concessions to the Wang 

regime, at least on the surface, for the furthering of Japanese policies 

in Asia. | | | 

Despatch follows. 

Repeated to Peiping, Chungking. Code text by air mail to Tokyo. 

| | LocKHART 

793.94/15514 : Telegram 7 | 

The Ambassador in Japan (Grew) to the Secretary of State _ 

Toxyo, November 27, 1939—5 p. m. 

| [Received November 27—8: 09 a. m.] 

628. 1. The Prime Minister delivered an address Saturday night 

November 25 at Osaka, various reports of which have appeared in 

the Tokyo press. 
9. According to the Hochi, the Prime Minister stated that it was a 

mistake to assume that the establishment of a central regime m 

China, the subjugation of the Chiang Kai-shek government and the 

withdrawal of Japanese forces from China would bring the China 

incident to an end. Estimating the strength of the Chungking army 

at 1,850,000 effectives exclusive of guerrilla bands, the Prime Minister 

is reported to have said that until these armed forces are exterminated 

the elimination of the Chiang regime and the establishment of a new 

Central Government would be meaningless. He added that the settle- 

ment of the economic questions might require 3, 5 or even 10 weeks 

after the actual hostilities had ceased. | 

3. According to the Nichi Nichi, the Prime Minister referred in the 

same address to Japan’s foreign relations in part as follows:
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“I am of the opinion that it is dangerous for any country to rely 
upon any other single country in an attempt to defy third countries. 
It is my conviction that diplomatic dealings must be carried on openly and honestly. If Great Britain should proffer the hand of friendship 
to Japan, Japan need not disdain it. The same holds true of any offer from the United States. However, J apan need not take the ini- 
tiative in extending its hand to these countries. Diplomatic efforts will be continued along the lines of its ‘independent policy’.” 

| By air mail to Shanghai and Peiping. Shanghai please repeat to 
Chungking by naval radio. 

GREW 

793,94/15517 : Telegram 

Lhe Counselor of Embassy in China (Peck) to the Secretary of State 

Cuuncxine, November 29, 1939—9 a. m. 
[Received November 29-—4: 927 a. m. | 

614. Leaders of the Chinese Government show little sign of dis- 
couragement because of the loss of Nanning and closing of motor road 
on the 24th. They have always admitted the inability of Chinese 
forces because of insufficiency of mechanized equipment including air- 
planes to withstand large scale attacks when the enemy can utilize 
such devices but seem confident that the lost ground can be recovered 
and the road opened again in say 3 or 4 months, They do feel some 
anxiety however lest increased ability of the Japanese to force their 
threats against Lung Yun, the Yunnan leader, may lead him to inter- 
pose obstacles to the use of the remaining southwest transportation 
routes although against his own inclination. The Embassy has been 
told in reply to questions that National Government troops did not 
assist in the defense of Nanning because the Kwangsi authorities did 
not desire such forces to enter the province but that the Government 
will send its own forces to attempt recapture. 

Repeated to Peiping, Shanghai, Chungking; text by air mail to 
Yunnanfu. 

Prck 

893.00/14477 : Telegram 
Lhe Counselor of Embassy in China (Peck) to the Secretary of State 

| Cuunexine, November 29, 1939—noon. 
[Received 5:01 p. m.] 

615. Embassy’s 611, November 25, 2 p. m.,7 rumored changes in Cabinet. As explained to the Embassy, when Chiang Kai Shek re- placed Kung as President of the Executive Yuan (in order to consoli- 
“Not printed.
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date closely the military and civil branches of the Government), all 

Cabinet officers submitted formal letters of resignation and all have 

been rejected. The Minister[s] of Foreign Affairs, War, and Com- 

munications are reported however genuinely to desire to resign, the 

first for health reasons and the others presumably because of criti- 

cisms. Apparently the replacement of Kung with Soong in the 

Ministry of Finance was the only change seriously considered by 

General Chiang. The weight of evidence is that Kung was retained 

in spite of ill health because Soong aspired to greater authority in the 

Government than Chiang wished to give him. Other changes may 

have been avoided in order to obviate possible inference that the loss 

of Nanning had occasioned them. 

Repeated to Shanghai, Peiping. Shanghai please repeat this tele- 

gram and our 611, November 25,2 p. m., to Tokyo. 

| Prok 

798.94/15569 

The Ambassador in China (Johnson) to the Secretary of State 

No. 399 CuuncxKinG, December 8, 1939. 
[Received January 2, 1940.] 

Subject: French Attitude toward the Chinese-Japanese Hostilities. 

Sir: L have the honor to refer to the Embassy’s telegram No. 624, 

of December 3, 1939, summarizing remarks made by the French 

Ambassador to Major J. M. McHugh, U. 8. M. C., Assistant Naval 

Attaché, on December 2, 1939, in regard to the subject indicated at 

the head of this despatch. 

The conversation reported occurred at a luncheon at the French 

Embassy in Chungking and the participants were limited to M. Henri 

Cosme, French Ambassador, Major McHugh and Mr. Hollington K. 

Tong, who, in addition to being Vice Minister of the Central Publicity 

Board, is in constant and confidential communication with General and 

Madame Chiang Kai-shek. I was, myself, present at the luncheon, 

but knowing the long-established friendship between the Ambassador 

and Major McHugh I forebore to join the conversation, for fear that 

if the group became too large its intimate character might be destroyed. 

I have the honor to enclose a clear account ® of what was said, 

prepared by Major McHugh. Although the memorandum will repay 

reading in its entirety, the Department’s attention is invited to the 

following salient points: The attitude of the French Government 

toward the Chinese Government in its struggle with Japan is not 

lukewarm. The French Military Mission (whose departure was re- 

8 Post, p. 766. 
2 Memorandum dated December 3, not printed. _ ae
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ported in Chungking’s telegram No. 566, of October 23, 1939 198) did 
not come to China under the sponsorship, nor even with the knowledge, 
of the French Government, but it was allowed to remain as a goodwill 
gesture and its members departed only because their services were 
required in France. The French authorities have not given any coun- 
tenance to Japanese puppet regimes in northern and eastern China. 
The French Government follows closely the lead of the American 
Government. The real purpose of the J apanese thrust into Kwangsi 
Province in November was to intimidate the French authorities into 
closing the routes through Indochina over which the Chinese Govern- 
ment has been importing needed supplies. The French have been 
and are doing their best to increase the calrying-capacity of the 
Haiphong-Kunming Railway, but the Chinese have not even provided 
adequate guards for the portion in Chinese territory. The French 
authorities foresaw the Japanese invasion of Kwangsi, in an attempt 
to cut lines of communication, and warned the Chinese in advance; 
they even took active steps toward the creation of a new motor road 
from Haiphong to Laokay, where the railway crosses into Chinese 
territory. The Chinese, however, have not done their part toward 
improving and developing communication routes, nor toward prevent- 
ing the cutting of existing routes. Mr. Tong assured the Ambassador 
that he need have. no. anxiety lest the Provincial authorities of Yun- 
nan fail to cooperate with the National Government in keeping routes 
open through that province. The Ambassador found the morale of the 
Chinese Government even better than it was during the summer. 

Major McHugh believes that there has been ground for reports 
of a lukewarm attitude toward the Chinese side of the present con- 
troversy and that the French are apprehensive of a Japanese attack 
on Indochina. Nevertheless, he believes that the French Ambassador 
was sincere in saying that he wished to assist the Chinese Government 
against Japan and he attributes this to the firm attitude taken by the American Government and to a conclusion on the part of the French 
that in the interest of Indochina and of relations between France and the United States it is desirable to stiffen Chinese resistance to Japan. 
My observations in Indochina when on leave in September and Oc- tober and other considerations cause me to concur in the opinion of Major McHugh. Although Major McHugh does not wish to commit himself on the subject, it seems probable to me that the French Am- bassador made the remarks recorded in the enclosed memorandum at least partially in the expectation that they would become known to the American Government. | | Respectfully yours, , 7 For the Ambassador: 

Wiitys R. Peck 
~ Counselor of Embassy 

™ Not printed. 
|
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893.0146/759: Telegram | 

The Consul General at Hankow (Spiker) to the Secretary of State 

| | Hanxow, December 15, 1939-—10 a. m. 

| [Received December 16—5 a. m.] 

978. Referring to my No. 276, December 13, 2 p. m., * and previous 

concerning withdrawal of British and French gunboats from the 

Yangtze. British have ordered withdrawal of three further gunboats 

from Shanghai-Hankow section of the river, these including Hankow 

station ship H. M. 8. Peterel which departs December 18 leaving 

U.S. S. Guam as only non-Japanese gunboat here. 
Repeated to Peiping, Chungking, Shanghai. 

SPIKER 

793.94/15552; Telegram 

The Ambassador in France (Bullitt) to the Secretary of State 

Paris, December 21, 19389—4 p. m. 
[Received 6:12 p. m.] 

3018. The Chinese Ambassador to London called on me yesterday 

and returned this morning to leave with me an aide-mémoire which 

reads: : 

“The capture of the town of Nanning by the Japanese will have no 

important effect on the general Chinese military plan against Japanese 

aggression. Nevertheless the position of this town close to the frontier 

of Indo-China should retain the serious attention of the French Gov- 

ernment. It is in the interest of Indo-China to see the Japanese Army 

thrown out of this region immediately. 
The only means to arrive at this result is the following: Chinese 

troops must repulse the Japanese. To accomplish this result two sug- 

gestions have been made to the French authorities: (1) material aid 

insofar as possible, for example artillery and aviation preferably sent 

by way of Indo-China; (2) the immediate sending of a French military 

mission to China”. 

Chauvel told me today that the Chinese Chargé d’Affaires in Paris 

had called on him and had made statements which were on all fours 

with those contained in the aide-mémoire quoted above. I asked 

Chauvel what was the meaning of these maneuvers. He said that 

since Wellington Koo“ was not in Paris the Chinese Ambassador in 

London was carrying on considerable diplomatic negotiations in Paris 

which undoubtedly explained his visit to me. 

» This telegram reported the departure of a French gunboat (893.0146/758). 

17. K. Wellington Koo, Chinese Ambassador in France, and Chinese repre 

sentative at the Council of the League of Nations.



330 FOREIGN RELATIONS, 1939, VOLUME III 

Chauvel showed me a telegram to the French Government from 
_ Chungking which stated that the troops of Chiang Kai Shek had ad- 

vanced successfully against the Japanese and had naturally reached 
the suburbs of Nanning. | 

Chauvel said that he had also received a visit from Li Yu Ying. 
Li Yu Ying had made the same statements to him that he had made 

to me, reported in my 2978, December 14, 8 p. m2 
In reply he suggested to Li Yu Ying that the greatest aid that 

China could give to France today would be to furnish certain rare 
metals which were essential for France’s war industry. 

He had also taken the occasion to express the profound gratitude 
of the French Government to Chiang Kai Shek for his offer of 
assistance. 

| Buwuirr 

CONTINUED INTEREST OF THE LEAGUE OF NATIONS IN EFFORTS 
TO CHECK JAPANESE AGGRESSION IN CHINA 

793.94/14615 ; Telegram : 

Lhe Consul at Geneva (Bucknell) to the Secretary of State 

Geneva, January 17, 1939—10 p. m. 
[Received January 17—7 : 37 p. m.] 

8. Wellington Koo * addressed the Council this afternoon and gave 
an optimistic picture of the military situation in China. He stressed 
the determination of China to continue resistance to J apan and 
described Japanese objectives as conquest of China, subjugation of 
Asia and finally domination of the world. He described J apanese 
overtures of peace such as those outlined by Konoye* as but sugar- 
coated and designed to give Japan sufficient pause to enable her not 
only to enjoy fruits of recent successes but to provide breathing space 
to prepare for further aggressions. Among other things he charged 
Japan was attempting to debauch Chinese people by all forms of 
drugs and vice and cited “impartial evidence” of American and 
European residents and tourists in China in support of his charges. 
He described the deliberate attacks by J apan on foreign trade and 

investments in China and referred to repeated protests by Govern- 
ments of the United States, Great Britain and France, quoting largely 

*Not printed. 
*For previous correspondence, see Foreign Relations, 1938, vol. m1, pp. 488 ff. 
“V. K. Wellington Koo, Chinese Ambassador in France and Chinese repre- 

sentative at the Council of the League of Nations. 
*Prince Fumimaro Konoye, Japanese Prime Minister; for his statement of 

December 22, 1938, see Foreign Relations, J apan, 1931-1941, vol. 1, p. 482.
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from the American note of December 31 * and from the recent British 

note. He insisted that it has been clearly shown that unless the 

| Chinese people remain masters of their own destiny it would be im- 

possible to safeguard legitimate western rights and interests and 

that respect for China’s sovereignty and maintenance of the open 

door are twin pillars of the Nine Power Treaty signed at Washington.” 
He quoted at length from the President’s message to Congress of 

January 4 and said the President “has spoken with statesmanlike 

courage and farsightedness against international aggression and has 

proffered the cooperation of the American people in support of the 

cause of democracy and peace”. Again quoting the President as 

saying that “there are measures short of war that are capable of exert- 

ing pressure against the aggressor” he asked for a boycott of J apa- 

nese goods and asked the Council to recommend an embargo on ship- 

ments to Japan of airplanes and petroleum. He also requested the 

Council to recommend member states to extend financial and economic 

assistance, and described as necessary an assurance for facilities of 

transit and transportation of Chinese war material. He concluded by 

asking that the Council institute a committee of coordination to pro- 

duce the maximum effect of any measures taken by the governments 

of states whether members or nonmembers of the League, whether 

of assistance to China or of pressure against Japan. If a general 

committee was considered unfeasible for the moment then his friends 

would welcome a limited committee of coordination to be composed 

of the representatives of governments particularly interested in the 

Far East. , 

The Council decided to adjourn consideration of the request until 

a further meeting. | 
BuckKNELL 

793.94/14622 : Telegram 

The Consul at Geneva (Bucknell) to the Secretary of State 

Gsneva, January 18, 19389—11 p. m. 
[Received January 18—10: 30 p. m.] 

10. My telegram No. 8, January 17,10 p.m. I was informed in 

strict confidence by a member of the Chinese delegation that the 

Chinese delegation presented the following draft resolution to a secret 

session of a Council Subcommittee this afternoon which consisted of 

France, Great Britain, Yugoslavia, U. S. 8. R., [and] China, with 

Munters (Latvian) as President: 

* Note No. 1158, dated December 30, 1988, delivered December 31; Foreign 

Relations, Japan, 1931-1941, vol. 1, p. 820. 
*™ Foreign Relations, 1922, vol. 1, p. 276. 
% Congressional Record, vol. 84, pt. 1, p. 74.
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“Part I. The Council, | | 
Referring to its report adopted on September 30, 1938,2° relating 

to the appeal of the Chinese Government; 
Recalling the terms of the resolutions adopted by the Assembly on 

October 6, 1937 ®° and by the Council on February 2 * and on May 14, 
1938,” notably those of the Assembly resolution of October 6, 1937 
which expresses its moral support for China, and recommends that 
members of the League should refrain from taking any action which 
might have the effect of weakening China’s power of resistance and 
thus of increasing her difficulties in the present conflict, and should 
also consider how far they can individually extend aid to China; 
Having heard the statement of the Chinese representative in regard 

_to the present situation in the Far East, and outlining certain pro- 
posals of the Chinese Government; 

Taking note of the fact that a number of states have been taking 
individual action in aiding China; 

Invites the member states, particularly those directly concerned in 
the Far East, to institute a committee for the study and coordination 
of effective measures respectively of aid to China and of pressure 
against the aggressor, including the following: 

1, Economic and financial assistance to China for certain pur- 
poses including the development of the Southwestern Provinces 

_ of China and the relief of Chinese refugees; . 
2. Removal of restrictions prejudicial to the transport and 

Gansit of arms, munitions, or other war materials destined for 
ina; 

3. Embargo on arms, munitions, aeroplanes, petroleum, iron 
and other materials essential for Japanese war purposes; and 

4. Prohibiting of the importation of goods or products of 
Japanese origin or manufacture. 

Part II. The Council, 
Recalling the terms and principles of the Nine Power Treaty and 

of other international agreements to which a number of states, in- 
cluding China and Japan, are parties; 

Reaifirming the principle of the sanctity of treaties; 
Taking note of the statement of the Chinese representative in which 

he referred to the American note of December 31, 1938, and the British 
note of January 14, 1939, which the two Governments respectively 
addressed to the Japanese Government: 

(a) Repudiating Japan’s claim to establish a “new order” in 
the Far Bast: 

(6) Confirming the fact that the Nine Power Treaty con- 
stitutes “an arrangement for safeguarding, for the benefit of all, 
the correlated principles on the one hand of national integrity 
and on the other hand of equality of economic opportunity” ; 

™See telegram No. 259, September 30, 1938, 11 p. m., from the Consul at Geneva, Foreign Relations, 1938, vol. I, p. 517; for text of report, see League of 
Nations, Official Journal, November 1938, p. 878. 

“See Foreign Relations, J apan, 1931-1941, vol. 1, pp. 384 and 394. 
= See telegram No. 38, February 2, 1938, 4 p. m., from the Consul at Geneva, 

Foreign Relations, 1988, vol. m1, p. 508. 
> 4 See telegram No. 95, May 14, 1988, 10 p. m., from the Consul at Geneva, 
ibid., Dp. .
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(ec) Stating the intention “to adhere to the principles of the 

Nine Power Treaty”: 

Declares that the claims of the Japanese Government to establish 

a new order in the Far East prejudicial to the national sovereignty 

and territorial integrity of China and to the equality of opportunity 

of all nations in commerce and industry are incompatible with the 

principles of the Nine Power Treaty of Washington and other inter- 

national instruments to which Japan is a party, and also detrimental 

to the general interests of peace.” | 

My informant stated that British and French opposed part I of the 

draft, particularly proposal for committee, and points 3 and 4. They 

appeared, however, prepared to accept a reiteration of the recom- 

_ mendation of the Council of February 2, 1938, with the omission, how- 

ever, of any reference to “consulting with other similarly interested 

powers.” | | | 

British and French also rewriting part II asa whole. They specifi- : 

cally objected to reference to American and British notes on grounds 

that this would embarrass American Government and might prej- 

udice current diplomatic negotiations (French note to Japan was 

said to be on its way). | 

Subcommittee meets tomorrow at 3 o’clock further to consider the 

entire matter. . | 
| BucKNELL 

7938.94/14623 : Telegram 

The Consul at Geneva (Bucknell) to the Secretary of State 

Geneva, January 19, 1989—6 p. m. 

[Received January 19—5 p. m.] 

11. My telegram No. 10, January 18, 11 p. m. A member of the 

Chinese delegation has informed me in strict confidence that the 

Council Subcommittee adopted the following resolution in secret 

session this afternoon: 

“The Council, 
Referring to its report adopted on September 30, 1938, relating to 

the appeal of the Chinese Government ; 

Recalling the resolutions adopted by the Assembly of October 6, 

1937, and by the Council of February 2 and of May 14, 1938; 

Recalling notably the terms of the Assembly resolution of October 6, 

1937, which expresses its moral support for China, and recommends 

that members of the League should refrain from taking any action 

which might have the effect of weakening China’s power of resistance 

and thus of increasing her difficulties in the present conflict, and 

should also consider how far they can individually extend aid to 

China; and the terms of the resolution of February 2, 1988, which 

expresses the Council’s confidence that those states represented on 

278040—55——22
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the Council for whom the situation is of special interest will lose no 
opportunity of examining, in consultation with other similarly in- | terested powers, the feasibility of any further steps which may con- 
tribute to a just settlement of the conflict in the Far Kast ; 
Having heard the statement of the Chinese representative in re- gard to the present situation in the Far East in which he rejected apanese pretentions to the establishment of a new order in Eastern Asia, and outlined certain proposals of the Chinese Government; Taking note of the fact that a number of states have been taking individual action in aiding China; 
Invites the member states, particularly those directly concerned in the Far East, in consultation with other similarly interested powers should this appear appropriate, to examine the proposals made in the statement of the representative of China before the Council on January 17th 1939, for the taking of effective measures, especially measures of aid to China”, 

This resolution will probably be presented to a full meeting of the 
Council tomorrow morning. 
My informant stated that in the last paragraph in the reference 

to consultation the phrase “should this appear appropriate” was de- 
signed to avoid any embarrassment to the American Government. A 
member of the Yugoslav delegation in speaking of the meeting this 
afternoon said that the revision of the original draft resolution had 
been accomplished in order not to prejudice “current diplomatic ne- 
gotiations between Great Britain, France and the United States”. 

| BUCKNELL 

793.94/14629.: Telegram 
| 

The Consul at Geneva (Bucknell) to the Secretary of State 

Geneva, January 20, 1939—4 p. m. 
[Received January 20—1:30 p. m.] 

13. My telegram No. 11, J anuary 19,6 p.m. The Council in public 
session today adopted the draft resolution concerning the Chinese ap- 
peal with a few unimportant changes in phrasing. 

New Zealand representative while regretting the weakness of the 
draft resolution accepted it since it was at least a slight advance on 
previous resolutions. 

Russian delegate associated himself with the request made by China; 
reaffirmed the readiness of his Government to participate in any meas- 
ures taken by the League to assure the collective security which had 
been so much disparaged and said that the draft resolution while it 
did not go far enough, nevertheless, presented a certain amount of 
progress. 

British representative expressed his sympathy for the sufferings of 
the Chinese people and said that the British Government desired to 
come to the aid of the Chinese Government to the greatest possible
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extent. Since last September his Government had been studying 

sympathetically certain requests from China for economic assistance 

and there was a prospect of some satisfaction being given to China. 

He hoped that peace and order would be restored in China and his 

Government would neglect no opportunity of collaborating to this 

end. 
Wellington Koo thanked the members of the Council for their ex- 

pressions of sympathy to his country; said that it was not necessary 

again to stress the fact that a scrupulous respect for treaty obligations 

and the observance of good faith are recognized as fundamental 

principles in international relations; stated that the Japanese at- 

| tempt to nullify principles of the Nine Power Treaty has just been 

met with the stern disapproval of the three Governments directly 

interested in the Far East as well as with China’s determined rejec- 

tion and resistance and that the Council would have been well within 

its competence if it had availed itself of the opportunity to pro- 

nounce once more against such unwarranted action on the part of 

Japan. His Government earnestly hoped that the requests presented 

by him last Tuesday * will in conformity with the resolutions before 

the Council be sympathetically examined and promptly given a sat- 

isfactory response. Saying that his acceptance of the resolution was 

subject to the reservation that the Council remains seized of the 

appeal of the Chinese Government, he said: 

“Tt must be clear by now after a year and a half of China’s deter- 

mined resistance with its untold sufferings and sacrifices for the Chi- 

nese people that the victory of the Chinese cause will mean at once the 

salvage of the rights and interests of the countries directly concerned 

‘nthe Far East on the one hand and on the other the vindication of the 

principles of security in peace and progress in order in the world.” 

BucKNELL 

793.94 Advisory Committee/152 : Telegram 

Memorandum by the Adviser on Political Relations (Hornbeck) 

[Wasmineton,] May 1, 1939. 

The papers here attached * were handed to me by the Chinese Am- 

bassador ® this afternoon. 

The Ambassador said that he was giving me this informally in ordcr 

to inform us of action which the Chinese Government is contemplating 

taking at the May session of the Council of the League of Nations. 

He said that he realized that the hope expressed that the American 

Government will associate itself with the League in adopting “similar 

* January 17. 
| 

* Infra. 
uo 

* Hu Shih. 
|
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measures” and will join Great Britain, France and the Soviet Union in 
making a joint or parallel declaration reaffirming points specified is 
an expression of wish rather than of expectation. He hoped, how- 
ever, that the American Government would move in the general direc- 
tion contemplated and suggested to the powers in the Chinese Gov- 
ernment’s outline and expression of request and hope. 

| | S[vantey] K. H[orneecx] 

793.94 Advisory Committee/152 | 

Lhe Chinese Embassy to the Department o F State * 

It is the intention of the Chinese Government to request the Council __ 
of the League at its May session, to take steps to institute a Coordina- 
tion Committee or a more limited committee composed of representa- 
tives of Governments particularly interested in the Far East to take 
effective action in order to restrain Japanese aggression and to re- 
afirm the following requests previously made by the Chinese Govern- 
ment: 

(A) 1. To grant financial and economic assistance to China; 
2. To refrain from taking any action which might have the effect 

of weakening China’s power of resistance and thus of increasing her 
difiiculties in the present conflict; | 

8. To assure full facilities of transit and transport for Chinese war 
materials; 

(B) 1. To prohibit directly or indirectly the imports from Japan; 
2. To stop supplying Japan with war and raw materials, par- 

ticularly airplanes, gasoline and scrap iron; - 
8. ‘To take economic measures of retaliation against Japan. 
The Chinese Government sincerely hopes that the American Gov- 

ernment, devoted as she is to the cause of peace and international 
justice, will not only associate herself with the League in adopting 
similar measures but also join Great Britain, France and the Soviet 
in making a joint or parallel declaration reafiirming the following: 

1, That the international order in the Far East must immediately 
be restored so that the general peace of the world will not be danger- 
ously threatened ; 

2. That effective measures should be taken to put a stop to Japanese 
aggression ; 

8. That provisions of several binding international agreements re- lating to the Far East must be observed and can not be abrogated 
unilaterally; and 

4, That all the treaty rights and vested interests of the foreign 
powers in China must be respected until they are lawfully modified. 

Maeent4 by the Chinese Ambassador to the Adviser on Political Relations on 
ay 1.
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793.94 Advisory Committee/157 | 

Memorandum by the Under Secretary of State (Welles) 

[Wasuineton,] May 20, 1989. 

The British Ambassador * called to see me late yesterday afternoon. 
He gave me to read an urgent telegram which he had just received 
from Lord Halifax which was along the following lines. Lord 
Halifax had been advised that the Chinese Government intended to 
propose at the meeting of the Council of the League at Geneva on 
May 22 a resolution for setting up a small committee of countries 
most interested in the Far East to coordinate measures of sanction 
against Japan under Article XVI of the Covenant.” 

Lord Halifax had been informed by certain leading members of the 
opposition in the House of Commons that they would probably raise 
the question in Commons of their well-founded belief that the Gov- 
ernment of the United States would agree to participate in such a 
committee or at least to send an observer to attend the sessions of the 
committee. Lord Halifax stated that his own impressions did not 
coincide with these opinions which had been given him and he wished 
Sir Ronald Lindsay to inform him urgently what the attitude of this 

Government might be. 
I said to Sir Ronald that so far as I was informed this Government 

had not been advised of any such intention on the part of the Chinese 

Government but that before making any reply to him I should wish 

to verify my impression on this point and also to consult with the 

Secretary of State. I said that my primary reaction was very defi- 

nitely that this Government for many reasons would not at this time 

be prepared either to participate or to send an observer. I said that 

Sir Ronald knew of course what the situation was in the Congress with 

regard to the consideration of a revision of neutrality legislation and 

that it seemed to me altogether out of the question for this Govern- 

ment to take part in such a meeting as that apparently proposed which 

would give rise to every kind of conjecture with regard to foreign 

involvements on the part of this Administration, particularly when 

both Sir Ronald and I knew that none of the governments which would 

attend this meeting had the slightest intention of imposing sanctions. 

- I told the Ambassador of the telegram which we had received from 
our Embassy at Tokyo” informing us that Mr. Grew had advised 
the British Ambassador in Tokyo, Sir Robert Craigie, that he would 
refuse to recommend to his Government the joint approach to the 
Japanese Foreign Minister which Sir Robert Craigie had suggested 

"Sir Ronald Lindsay. a | 
* British Secretary of State for Foreign Affairs. | | 
* Foreign Relations, The Paris Peace Conference, 1919, vol. x1, pp. 69, 88. 
® Telegram No. 53, January 31, 3 p. m., p. 497. | on.
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for the purpose of threatening the imposition of sanctions by the two 

Governments if Japan took any measure of force with regard to the 
International Settlement of Shanghai and that I heartily concurred 
in the views which Mr. Grew had expressed to Sir Robert Craigie. 

| Sir Ronald Lindsay acquiesced warmly in this regard. 
This morning, after consulting with the Secretary of State, I in- 

formed the British Ambassador that the reply of this Government to 
the message he had given me last night was as follows. 

First. This Government would very definitely prefer not to have any 
| requests made of it to participate in the meeting of the suggested com- 

mittee or to send an observer to the sessions of such committee and that — 
I hoped that the British Government would do what was necessary to _ 
see that no such request was sent to the Government of the United 
States either directly from London or from Geneva. I said that if 
such a request were made this Government would have to reply by 
stating that it must decline to participate or to send an observer. 

Second. I said that as the Ambassador and his Government well 
knew this Government had consistently throughout the course of the 
recent hostilities in the Far East pursued an independent course al- 
though frequently taking action which was parallel to the action taken 
by other powers directly interested in the Far Eastern situation. I 

_ gaid that this Government would continue that policy and that the ob- 
jectives proposed by the setting up of the suggested committee would 
therefore be out of keeping with our policy insofar as the question 
of coordination was concerned. 

- Third. I told the Ambassador that the Secretary of State felt 
that it would be useful if the British Government would influence the 
Chinese Government to refrain from making such a proposal in view 
of the fact that everyone was well aware that none of the govern- 
ments “most interested in the Far East” were at this time prepared 
to impose any sanctions upon Japan and there seemed to be very 
little common sense in creating a committee to discuss measures which 
it was known in advance would not be undertaken. 

S[umner] W[EtxEs | 

793.94 Advisory Committee/151: Telegram (part air) 

The Consul at Geneva (Bucknell) to the Secretary of State 

Geneva, May 20, 1939—11 a. m. 
[Received May 22—6: 43 a. m.] 

137. Hoo“ informs me in confidence that at the coming Council 
China will adopt very much the same tactics as at the last Council 
meeting. She will attempt if possible to obtain a stronger resolu- 

“Victor Chitsai Hoo, Chinese Minister in Switzerland. -
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tion and the setting up of a small permanent committee along the same 
lines as envisaged formerly. He said that he was not sure how far 

the British and French would be willing to go to meet the Chinese | 
requests since it now appeared that they were hopeful of detaching 
Japan from the Axis and appeared unwilling to do anything capable 
of offending that country. However should the setting up of a small 
permanent committee be possible the Chinese would welcome the 
presence of an American observer on this committee in the same way 
as was done in the Committee of Twenty-three @ which is still in 
existence although not in session. 

BucKNELL 

798.94 Advisory Committee/153 : Telegram 

The Consul at Geneva (Bucknell) to the Secretary of State 

Gensva, May 22, 1939—11 p. m. 
[Received May 22—9 p. m.] 

144. In a public session of the Council this afternoon Koo made a 
statement concerning the Sino-Japanese conflict along the lines of the 
statement made at previous sessions laying particular emphasis on 
Japanese bombardment of Chinese civilian population. He concluded 
by requesting the Council to adopt the following proposals: — 

1. A recommendation to the member states to extend financial and 
material aid to China and assistance for Chinese refugees; to refrain 
from doing anything which may weaken China’s powers of resistance ; 
to withhold from Japan the supply of instruments of war and raw 
materials particularly airplanes and oil; and to restrict the importa- 
tion of Japanese goods and adopt other measures of commercial 
retaliation against Japan’s violation of the treaty rights of member 
states. 

9. The setting up of a committee to coordinate the foregoing 
measures. 

3. The further implementing of the Assembly and Council resolu- 
tions already adopted with a view to extending aid to China and 
restraining the aggressor. 

In addition Koo requested the Council to take steps to constitute an 
international committee to inquire into the cases of bombardment of 

the civilian population and submit the report to the Council for con- 
sideration and study of measures designed to stop this crime. 

He referred gratefully to American support of Chinese currency 
and to cooperation of American manufacturers in refraining from 
shipping planes to Japan in accordance with the “advice” of the 

American Government. 

* Wor the American position, see telegram No. 86, March 11, 1933, 8 p. m., to the 
Minister in Switzerland, Foreign Relations, Japan, 1931-1941, vol. 1, p. 117. 
vOL ae el letter of July 1, 1988, Foreign Relations, Japan, 1931-1941,
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The British and French representatives maintained their previous 
position on similar Chinese proposals and while expressing great sym- 
pathy for China and asserting their intention to fulfill the obligations 
already assumed in previous League resolutions stated that they were 
not In a position in view of their grave responsibilities elsewhere to 
accept new commitments as regards China. The Russian representa- 
tive supported the Chinese proposal saying, © . 

“It is now being more and more universally recognized even by those 
who were previously skeptical that the only way to put an end. to the 
further developments of lawlessness and chaos in international rela- _ 
tions which in the end must inevitably lead to a general war spreading 
over all Europe and probably over the whole world is by firm resist- 
ance to aggression. From this it follows naturally that every victim of 
aggression should be rendered the maximum assistance and support it 
is possible to give. This is not only the attitude of my country but it is | 
the growing conviction of other governments also.” 

He referred to recent statements of the British Prime Minister reg- 
istering adherence to the principle of helping victims of aggression 
who are putting up an active resistance for their independence and 
said that this principle was fully applicable in the case of China and 
that the Chinese proposals should be given the maximum sympathetic 
consideration especially “by those powers which support the above 
principle.” He then adjourned the discussion for further consultation 
with members of the Council. 

| : | | BucKNELL 

793.94 Advisory Committee/151: Telegram . 

Lhe Secretary of State to the Consul at Geneva (Bucknell) 

Oo oe _ Wasxineron, May 23, 1989—4 p. m. 
57. Your 187, May 20,11 a.m. For Harrison: Please in your 

discretion and if need arises say to the Chinese orally and in confidence 
that, in view of the legislative situation here and the established atti- 
tude of this country toward the League, it is our estimate that 
discussion by League agencies of Far Eastern problems could be held 
more advantageously without there being raised and involved the 
question of the presence of an American observer than with the raising 
and involving of that question. You might point out that in our 
opinion the participation through the presence of an American ob- 
server at meetings of League committees for the purpose of consider- 
ing Far Eastern problems has always, necessarily, been restricted and 
has led to the raising of hypothetical questions to which no answers 
could be given. We feel that, in connection with the proposals which 

“Leland Harrison, Minister in Switzerland. |
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the Chinese have made to the League at this time, it would be unwise to 

raise any question which might obscure the fact that responsibility 

for League action rests with the League and responsibility for any 

action which this country might take rests with this country. 
HULt 

793.94 Advisory Committee/156: Telegram 

The Consul at Geneva (Bucknell) to the Secretary of State 

Geneva, May 24, 1939—4 p. m. 

[Received May 24—1:22 p. m.] 

150. My telegram No. 146, May 28, 4 p. m.** The following is the | 

resolution agreed to by the Drafting Committee this morning for 

presentation to the full Council: 

“J. The Council, 
1. Referring to the resolution and reports hitherto adopted by the 

Assembly and the Council relating to the appeal of the Chinese Gov- 

ernment; 
| 

9, Having heard the statement of the Chinese representative at the 

Council’s meeting on May 22, 1939; 
3. Continuing to view with great concern the grave situation m 

the Far East created by Japanese aggression ; 

4, Renewing its expression of profound sympathy with China in 

her heroic struggle for the maintenance of her independence and ter- 

ritorial integrity threatened by the Japanese invasion, and in the 

suffering which is hereby inflicted on her people; 

5. Deeming it desirable that measures of aid to China, including 

relief measures and such measures as may from time to time be found 

practicable should be made as effective as possible; | 

6. Following with interest the growing solidarity of action on the 

part of several states directly concerned in dealing with recent de- 

velopments in the Far East; 

7. Noting with satisfaction that a number of states have taken cer- 

tain measures in aiding China; 

8. Expressing the hope that such measures will be continued and 

that the resolutions previously adopted by the Assembly and the Coun- 

cil will be further implemented ; 

9. Invites the members of the League particularly those directly 

concerned in the Far East, in consultation with the Far East Advi- 

sory Committee, to examine the possibilities of the practical applica- 

tion of the measures above referred to. 

II. The Council, 
1. Having regard to the resolution of the Assembly of September 

28, 1937 solemnly condemning the aerial bombardment of open 

towns in China by aircraft; 

Not printed; it gave the text of draft resolution urged by the Chinese rep- 

resentative, similar to but somewhat stronger than text quoted in this telegram. 

The most important recommendation omitted in the revised draft provided that 

member states should refrain from supplying Japan with aircraft and petro- 

leum (793.94 Advisory Committee/154). 

* Foreign Relations, Japan, 1931-1941, vol. 1, p. 506.
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2. Taking note of the statement of the Chinese representative relat- 
ing to the recent cases of ruthless attacks by Japanese aircraft on 
Chinese civilian populations resulting in an appalling loss of life; 

3. Recalling the resolution adopted by the Assembly on September | 380, 1988 by which the Assembly taking note of the Chinese Govern- 
ment’s request for the despatch of an international committee to 
examine cases of the bombing from the air of civilian populations in 
China, recommends that the Council should take any such appeal into 
consideration ; 

4. Takes note with interest of the statement of the Chinese repre- 
sentative that a number of states members of the League or not have 
taken steps to discourage or prevent the supply of aircraft to Japan; 

5. Invites the Governments of the states represented on the Council 
and on the Far East Advisory Committee having official representa- 
tives in China to inform themselves as fully as possible as to cases of 
bombing by Japanese aircraft of civilian populations in China and to 
furnish without delay to the Council information so obtained.” 
Maisky “ proposed that full summaries of the reports received under 

the last paragraph be published by the League from time to time. 
This point has not yet been decided upon and the proposal will be 
placed before the Council for decision. 

BucKNELL 

793.94 Advisory Committee/155 : Telegram 

The Mimster in Switzerland (Harrison) to the Secretary of State 

Geneva, May 24, 1989—4 p. m. 
[Received May 24—11: 50 a. m.] 

14, Consulate’s No. 150, May 24, 4 p. m., your No. 57, May 23, 4 
p.m. Since no new committees will be set up by the resolution I have 
refrained from taking any action in the matter. 

Harrison 

193.94 Advisory Committee/158 : Telegram | 

Lhe Consul at Geneva (Bucknell) to the Secretary of State 

Geneva, May 27, 1989—4 p. m. 
[Received May 27—10: 50 a. m.] 

157. The Council of the League of Nations in public session this 
morning adopted the resolution quoted in my telegram No. 150, 
May 24, 4 p. m. with only one minor and unimportant change in 
phrasing. 
Koo in accepting the resolution did so with the reservation that the 

Council would remain seized of the Chinese appeal. 
BucKNELL 

“Ivan Mikhailovich Maisky, Soviet Ambassador to the United Kingdom, 
temporarily Soviet delegate to a meeting of the League of Nations.
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793.94 Advisory Committee/169i 

Memorandum by Mr. Raymond C. Mackay, of the Division of Far 

Eastern Affairs, of a Conversation With the Counselor of the 

British Embassy (Mallet) 

| [Wasuineton,] June 29, 1939. 

Mr. Mallet called at the Department upon invitation and was re- 

ceived by Mr. Mackay. 

Mr. Mackay referred to Mr. Mallet’s call at the Department on 

June 19 at which time oral inquiry was made in regard to the “reac- 

tion” of the American Government to the invitation included in the 

resolution adopted on May 27, 1939, by the Council of the League of 

Nations, that governments represented on the Council and on the Far 

Eastern Advisory Committee furnish the Council with information 

in regard to the bombing by Japanese aircrait of civilian populations 

in China (see memorandum of conversation of June 19 *). 

In response to Mr. Mallet’s inquiry under reference Mr. Mackay 

stated that the Department has on numerous occasions announced 

publicly this country’s unreserved condemnation of the bombing of 

civilian populations from the air; that in July of last year the Depart- 

ment expressed to manufacturers and exporters of airplanes and aero- 

nautical equipment in this country its disapproval of the export of 

aeronautical supplies to countries the armed forces of which are 

engaged in the bombing of civilian populations from the air;“ that 

American manufacturers and exporters of aeronautical supplies are 

cooperating fully; and that for the past six months no licenses for the 

export to Japan of arms, ammunition, or implements of war, includ- 

ing aircraft, have been applied for or issued. 

Mr. Mackay also stated that the American Government has made 

repeated representations to the Japanese Government in regard to 

the aerial bombardment of American properties in China; that 

numerous public statements in regard to the subject have been issued 

by the Department; that the American press has with but few, if any, 

exceptions carried reports of bombings of American properties in 

China; and that, in view of the wide publicity which has been and is 

being given to the subject under discussion, the Department’s initial 

reaction is doubt whether a useful purpose would be served by the 

Department’s undertaking to transmit to the Council of the League 

of Nations such reports as may be received by it in regard to the bomb- 

ing by Japanese aircraft of civilian populations in China. 

Mr. Mallet indicated that he understood the situation thoroughly 

and that he was greatly obliged for the completeness of the reply 

made to his inquiry. 

* Not printed. 
* See letter from the Chief of the Office of Arms and Munitions Control, July 

1, 1938, Foreign Relations, Japan, 1931-1941, vol. m1, p. 201.
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793.94 Advisory Committee/170 : Telegram | | 

The Ambassador in China (Johnson) to the Secretary of State 

CHUNGEING, July 28, 1939—10 a. m. 
| | | [Received July 28—9: 45 a. m.] 

471. Following is Embassy’s translation of note received from the 
Ministry of Foreign Affairs under date of July 26: | 

“The Ministry of Foreign Affairs presents its compliments to the 
American Embassy and, in relation to the indiscriminate bombing by 
Japanese planes of the civilian population of this country, has the 
honor to observe that the Council of the League of Nations passed at 
its one hundred and fifth session on May 27, 1939, a resolution of which 
the last paragraph reads: | ) 

‘Invites the Governments of the states represented on the Council and on the 
Far Hast Advisory Committee having official representatives in China to inform 
themselves as fully as possible as to cases of bombing by Japanese aircraft of 
civilian populations in China and to furnish without delay to the Council infor- 
mation so obtained.’ . 

The Ministry recalls that, although the United States is not a mem- 
ber of the League of Nations, it has sent officials to attend the various 

| sessions of the Far East Advisory Committee as observers; and is of 
the opinion that the Government of the United States will surely not 
refrain from participation and cooperation as this matter concerns the 
joint united action of humanitarianism and joint adherence to the 
principles of aerial warfare contained in international law. _ 
Now, the Council of the League of Nations will hold its next session 

at Geneva in the near future. The Ministry has the honor to enclose 
a copy of the resolution referred to above and to request that action 
be taken in the matter. The Ministry should be especially grateful 
for the information of the Embassy’s action in the matter. 

In relation to the facilitating of information on the above subject, 
the Chinese Government is naturally willing to accord such facilities 
as are needed.” 

Repeated to Peiping; Peiping mail to Tokyo. 

J OHNSON 

793.94 Advisory Committee/170: Telegram 

Lhe Acting Secretary of State to the Ambassador in China (Johnson) ™ 

Wasuineton, August 4, 1939—7 p. m. 
152. Your 471, July 28, 10 a. m. 
1. If you deem it advisable that acknowledgment be made, please 

do so appropriately to the Ministry of Foreign Affairs, stating that, 
with reference to the Council’s resolution of May 27, 1939, the De- 
partment has received a copy of this resolution and is giving careful 

” The Ambassador’s telegram No. 492, August 9, 11 a. m., reported oral delivery 
of the substance of this telegram to the Chinese Vice Minister for Foreign Affairs 
(793.94 Advisory Committee 171).
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consideration, in the light of various factors involved, to the question 

of taking such action pursuant thereto as may be appropriate and 

practicable. Please add that, in this connection, the considerations 

set forth in the Foreign Ministry’s note under acknowledgment will 

be kept in mind. 
9. If the acknowledgment under reference is made, the Depart- 

ment suggests that in your discretion you offer orally, when a suit- 

able opportunity presents itself, the following observations: The De- 

partment has on numerous occasions announced publicly this coun- 

try’s unreserved condemnation of the bombing of civilian populations 

from the air and in July of last year it expressed to manufacturers 

and exporters of airplanes and aeronautical equipment in this coun- 

try its disapproval of the export of aeronautical supplies to countries 

the armed forces of which are engaged in such bombing; American 

manufacturers and exporters of aeronautical supplies are cooperating 

fully; the American Government has made repeated representations 

to the Japanese Government in regard to the aerial bombardment of 

American properties in China; the Department has issued numerous 

public statements in regard to the subject; and the American press 

has with but few if any exceptions carried reports of bombings of 

American properties in China. _ | 

3. For your confidential information, the Department has taken 

no action on the League communication under reference other than 

to make an acknowledgment thereof. | a 

Sent to Chungking. Repeated to Peiping. 
a WELLES 

893.504 /151 | 

The Consul at Geneva (Everett) to the Secretary of State 

No. 604 Political Geneva, August 4, 1939. 

[Received August 16.] 

Sie: I have the honor to enclose a copy of a memorandum ™ pre- 

pared by the Industrial Cooperative Council of China which the 

Chinese Minister to Switzerland, Dr. Victor Hoo, handed to Mr. 

Vincent * during and incidental to a conversation yesterday in regard : 

to general conditions in the Far East. Dr. Hoo explained that, 

whereas the Cooperative Council was not official and the memorandum 

contained private views, the Chinese Delegation to the League had 

undertaken to transmit it to the League Secretariat on behalf of the 

Cooperative Council. oe | | 

The memorandum describes conditions in areas of China under the 

control of the Chinese Government and may be briefly summarized as 

5! Not printed. | | oo 

®@ John Carter Vincent, Consul at Geneva. :
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follows: Whereas field crops have been excellent this year, manufac- 
tured goods are very scarce; 903 [90%] of China’s factories have been 
bombed or taken over by the Japanese; machinery and means of trans- 
port are required to give employment to industrial refugees; Mr. W. 
K. H. Campbell (League expert)® has given advice and drawn up a 
constitution for the use of the industrial cooperatives; and the Chinese 
Government is allocating three million dollars for the use of the 800 
cooperatives that have already been formed. Pointing out that inas- 
much as “drugs and medical supplies are internationally recognized 
as necessities and as textiles are the most common of all manufactured 
goods and most necessary to the people,” the Cooperative Council 
states that it “would like to ask the League of Nations to help in devel- 
oping this part of the program” and expresses the hope that the next 
Assembly of the League will give favorable consideration to a request 
for half a million pounds. 

Dr. Hoo expressed doubt that the League would grant the amount 
of money desired but said it was not unlikely that the League would 
furnish at its expense experts to advise and assist the Chinese in carry- 
ing on the work of the industrial cooperatives. He felt that there 
also existed some basis for hope that, if the League gave recognition 
to the industrial cooperatives in the manner anticipated, individual 
nations might be prompted to extend materials credits to China for 
reconstruction purposes in connection with the work of the coopera- 
tives. Such credits, he pointed out, would not be open to possible 
objection or exception on grounds of affording political or military 
support to China and could be justified on humanitarian as well as 
commercial grounds. 
With regard to action by China at the September session of the 

League Assembly, Dr. Hoo stated that the Chinese Delegation would 
of course again present the case of China and request assistance, but 
that he was not optimistic of favorable results. He said that the 
Chinese Delegation would probably utilise the action of the United 
States in serving notice of intention to terminate the 1911 Treaty 
of Commerce and Navigation with Japan ™ as an argument for action 
along similar lines by States Members of the League and as a basis 
for requesting financial and economic measures against J apan. Dr. 
Hoo remarked that far too frequently League members justified inac- 
tion with regard to China on grounds that the League was not in 
position to take action without American leadership or cooperation. 
In this general connection, he mentioned France particularly as being 
averse at this time to any positive move in the Far East because it 

~ British Technical Adviser to the Chinese Government. 
“For correspondence concerning the termination of the Treaty of Commerce 

and a of 1911, see pp. 558 ff.; for text of treaty, see Foreign Relations,
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felt that complications in that quarter might weaken the front against 

Hitler. France therefore made it a point to discourage a positive 

stand by the League or its ally, England, in the Far East and to 

encourage adjustment or temporary patching up by England of its 

difficulties with Japan. (Dr. Hoo cited no facts or circumstances in 

support of these opinions). It would be possible at the forthcoming 

session of the Assembly, Dr. Hoo continued, for the Chinese Delega- 

tion to cite the recent American action with regard to the 1911 Treaty 

as an indication that the United States was assuming a position of 

leadership in the Far East and to insist that it was incumbent upon 

the League Members to follow that leadership in such a measure and 

manner as might be practicable. 

Dr. Hoo made the foregoing remarks at random and, whereas they 

would seem to indicate the lines along which the Chinese Delegation 

is thinking, they are not taken as indicating that China has a fixed 

plan at this date for approaching the Assembly in September.” It 

is, of course, possible that circumstances might arise during the next 

six weeks which would considerably modify the views expressed and 

_ the plan now envisaged by Dr. Hoo. 

Respectfully yours, | Curtis T. Everetr 

500.C112/1425 

The Consul General at Geneva (Tittmann) to the Secretary of State 

No. 41 Political Geneva, December 18, 1939. 
: [Received January 16, 1940.] 

Sm: I have the honor to submit as a matter of record the following 

report of a declaration made by the Chinese delegate at a private meet- 

ing of the Council of the League of Nations on December 14: 

Mr. Wellington Koo recalled that he had intended to make a dec- 

laration on the situation of his country. He had to call attention to 

the fact that the armed aggression against China, which had begun 

in 1931 and in 1937 had assumed the character of a war of invasion, 

continued to rage in all its brutality. The Council had dealt with the 

problem at each of its sessions during the last two and a half years. 

Since its last session, the fighting had withdrawn from the coastal 

regions towards the interior, thus favoring the Chinese resistance. 

The morale of the Japanese forces was not, moreover, any longer so 

high, and the Chinese armies had achieved real successes. Japan had 

also continued to prejudice foreign interests, to such an extent that 

the United States had been obliged to denounce their commercial 

treaty with that country. In order to defend the principles of civili- 

® Because of the outbreak of war in Europe, sessions of the League Assembly 

were postponed.
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zation, China would, as soon as a favorable moment arrived, ask the 
Council to take the necessary steps to adjust the situation. China con- 
sidered, therefore, that the Council remained seized of the Chinese 

| Government’s appeal. The President of the Council, Mr. Costa du 
Rels (Bolivia), took note of the Chinese delegate’s declaration, 

As the Department was informed in the Consulate’s telegram No. 
324 of December 14, 9 p. m.,** the Chinese delegate, Mr. Wellington 
Koo, abstained from voting both in the Assembly and in the Council 
on the resolutions submitted in connection with the Finnish appeal.® 
In the Assembly Dr. Koo stated simply that “Under the circumstances. 
which you all know, the Chinese delegation will abstain from taking 
part in the vote and in any phase of the report.” In a subsequent 
Council meeting he reaffirmed this position. | a 

In accordance with the resolution adopted by the Assembly and 
approved by the Council China was reelected to fill one of the two 
provisional non-permanent seats on the Council. China has occupied 
a provisional non-permanent seat on the Council since 1936 and will 
now continue to occupy such a seat until 1942. 

Respectfully yours, Haroitp H, Tirrmann 

JAPANESE INTERFERENCE WITH AMERICAN TREATY RIGHTS AND 

WITH EQUALITY OF COMMERCIAL OPPORTUNITY IN CHINA® 

693.001/461 : Telegram 

Lhe Ambassador in Japan (Grew) to the Secretary of State 

Toxyo, January 9, 1939—8 p. m. 
| | [Received January 9—1:50 p. m.] 

16. 1. My British colleague © has received from his Government 
and has given me the text of a proposed note to be presented to 
the Japanese Government along the general lines of our note of 
December 30.° He says that this note was drafted in London before 
his Government had knowledge of our note. He was instructed to 
consult my opinion as to the advisability of this step and after 
examining the text I told Craigie that in my personal opinion the 
action was advisable but that of course I was not speaking for my 
Government. The French Ambassador expressed the same opinion 
and is recommending similar action by his own Government. 

* Foreign Relations, The Soviet Union, 1933-1939, p. 804. | 
™ See vol. 1, section entitled “Concern of the United States Over Soviet Demands 

on Finiand .. .” _ 
“ Continued from Foreign Relations, 1988, vol. tv, pp. 1-115. See also Foreign 

Relations, Japan, 1931-1941, vol. 1, pp. 827 ff. 
© Sir Robert L. Craigie, British Ambassador in Japan. 
” Foreign Relations, Japan, 1931-1941, vol. 1, p. 820. 7
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9. Craigie proposes to recommend to his Government various 

inconsequential alterations in phraseology and also to recommend 

prompt publication in London on delivery. There will therefore 

be some delay in presenting the note to the Japanese Government 

so that if for any reason unknown to me the Department should 

disagree with my personal opinion as expressed to Craigie there will 

presumably be time for the Department to communicate with me. 

3. Craigie is not aware whether the provisional text of the note 

which runs to approximately 4 pages of foolscap has been shown | 

to the Department. I therefore give a brief résumé as follows: 

(a) J apan’s new policy as publicly stated is regarded by the 

British Government with uncertainty and grave anxiety. 

_(b) Assumes that J apan—China—Manchukuo bloc will form a 

single economic unit with supreme authority vested in Japan and 

that economic activities of other powers will be restricted as required. 

(c) Cites terms for settlement of Sino-Japanese hostilities as 

enunciated by Prince Konoye * emphasizing proposed complete Japa- 

nese military control of Inner Mongolia. | 
(d@) British Government cannot understand how such terms can 

be reconciled with Prince Konoye’s assurances that Japan respects 

the sovereignty of China and seeks no territorial gain. | 

(e) British Government cannot recognize or accept conditions 

brought about by force and cannot agree to unilateral modification 

of Nine Power Treaty ® to whose principles it intends to adhere. 

Beneficial effects of that treaty were being steadily realized until 

outbreak of present hostilities. Cannot agree that treaty is obsolete 

or that its terms no longer meet situation except insofar as the 

siuation has been altered by Japan. 
(f) British Government does not contend that all treaties are ex- 

ternal [eternal?] and would consider constructive and concrete sug- 

gestions for modification by negotiation. 
(g) Abolition of extraterritoriality and foreign concessions In 

China would entail small sacrifice on the part of Japan when in con- 

trol of China. Negotiations for abrogation of British extraterri- 

torial rights were nearly completed in 1931 and suspended owing to 

disturbed conditions following seizure of Manchuria ® but British 

remained ready to resume negotiations on this and other similar ques- 

tions with a fully independent Chinese Government after restoration 

of peace. 
(h) British Government would welcome a more precise and detailed 

exposition of Japanese policy toward China and of Japanese condi- 

tions for terminating hostilities. Any misinterpretation of intentions 

of Japanese Government is due to ambiguity of official utterances. 

GREW 

“ Statement of December 22, 1938, Foreign Relations, Japan, 1931-1941, vol. I, 

p. 482. Prince Konoye was Japanese Prime Minister. 

, Signed at Washington, February 6, 1922, Foreign Relations, 1922, vol. 1, 

P @ See ibid., 1981, vol. 111, pp. 716 ff. 

278040—55-——28
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693.001/461 : Telegram a — 

Lhe Acting Secretary of State to the Ambassador in J apan (Grew) 

Wasuineron, January 9, 1939—7 p. m. 
7. Your 16, January 9,8 p.m. This Government had not been con- 

sulted. Department concurs in the personal opinion which you 
expressed. 

693.001/477 : Telegram Oo 

The Consul at Chefoo (Roberts) to the Secretary of State 

| Cuzroo, January 16, 1939—10 a. m. 
[Received January 16—7:15 a. m.] 

4, Referring to my telegram No. 2, January 12, 5 p. m., concerning 
the import and export restrictions. 

1, The Japanese are organizing the Chinese merchants at Chefoo 
into guilds which for a fee of one percent on valuable cargo and one- | half percent on ordinary cargo will undertake to obtain permission 
from the Japanese Navy authorizing the shipment of merchandise 
from Chefoo to guerrilla controlled ports of Shantung. The Japa- 
nese organizers claim their participation is necessary to obtain per- 
mission from the Japanese N avy as outside firms will be refused 
permits. 

| 
2. Guild profits are to be split 70 percent to the Japanese, 30 percent 

to the Chinese members. 
8. The principal American interests affected are the Standard- 

Vacuum Oil Company and the Texas Oil Company, for it is very 
likely their dealers will be forced to ship through the guilds. 

4. Repeated to Peiping, Chungking, Shanghai and Tsingtao. 
Roserts 

693.001/476: Telegram 

| Lhe Ambassador in Japan (Grew) to the Secretary of State 

Toxyo, January 16, 1989—8 p. m. 
[Received January 16—9:15 a. m.] 

24. Our 16, January 9,8 p.m. In presenting the British note to 
the Foreign Minister ® on J anuary 14 my British colleague said to 
Arita that their note had been drafted in London before they had 
knowledge of our note of December 30 ® and that there had there- 
fore been no collusion between the British and American Govern- 

“ Not printed. 
* Hachiro Arita. 
“ Foreign Relations, J apan, 1931-1941, vol. 1, p. 820.
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ments. The similarity of the two notes, he said, was therefore par- 

ticularly significant as indicating that the two Governments were 

thinking along similar lines. The Minister replied that it was a mat- 

ter of indifference to him as to whether there had been or not. Craigie 

says that no further comment was made. 

Local press comment on the British note will be cabled shortly. 
GREW 

693.001/482 : Telegram , 

The Chargé in France (Wilson) to the Secretary of State 

Paris, January 17, 19389—5 p. m. 

[Received January 17—3: 40 p. m.] 

102. The new chief of the Far Eastern Division of the Foreign 

Office, Chauvel, showed me this morning their cable sent to the French 

Ambassador ” at Tokyo on January 14 containing the text of the note 

to be transmitted to the Japanese Government at a date to be deter- 

mined by the French Ambassador after consultation with his British 

colleague. The Foreign Office has not yet received word that the note 

has been delivered. It is planned to publish the note 24 hours after 

delivery. Chauvel told me that the text had been cabled to Saint- | 

Quentin ® who has presumably shown it to the Department. 

Chauvel also showed me a copy of the note sent by the French 

Foreign Office on January 14 to the British Embassy here, communi- 

cating the text of the note cabled that day to the French Ambassador 

at Tokyo, and explaining the reasons for its brevity. The French 

thought it desirable to confine their note mainly to an affirmation of 

the principle that treaties cannot be set aside by unilateral act. They 

thought it unwise to request, as the British had done, a detailed ex- 

position of Japanese policy towards China, feeling that this might 

lead to an international negotiation with the Japanese and that before 

inviting such negotiation there should be prior consultation and agree- 

ment on a program between the other powers particularly between 

Great Britain, the United States and France. | 

The British in a communication to the French January 7 had pro- 

posed that the other signatories of the Nine Power Treaty should be 

requested to take similar action to that taken by the United States, 

Great Britain and France. The French in their reply January 14 

questioned the wisdom of this, pointing out that Italy would certainly 

decline to take such action. The French, however, said that they 

would be prepared to have the British and French notes to the Japa- 

nese, and if possible the American note also, officially transmitted to 

the other signatories of the Washington Treaty. 

*% Charles Arséne-Henry. 
* French Ambassador in the United States.
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-Chauvel likewise showed me a note handed him yesterday by the 
Chinese Chargé d’Affaires setting out the inability of the Chinese 
Government to continue to make advances to cover service on the Chi- 
nese customs secured loans. The Foreign Office intends to ask 
Corbin * in London to inquire what the British propose doing about 
this situation and they will probably ask Saint-Quentin to make a 
similar inquiry at the State Department. 

Witson 

393.115 Standard Vacuum Oil Co./87- | a 

he Chargé in China (Peck) to the Secretary of State 

No. 1887 Perrine, January 17, 1939. 
| | [Received March 1.] _ 

Sir: I have the honor to refer to the Embassy’s despatch No. 1761 
of October 31, 1938," in regard to the refusal of the J apanese authori- 
ties to permit the discharge of bulk gasolene and kerosene at Tsingtao 
by the Standard-Vacuum Oil Corporation, in connection with which 
a third person note, dated October 28, 1938,” was left at the J apanese 
Embassy, and to transmit herewith, for the information of the Depart- 
ment, a copy of the reply of the Japanese Embassy, dated J anuary 
11, 1939," to the representations made in the Embassy’s note. 
The Department will observe that the J apanese authorities main- 

tain that the present situation is such as not to permit the vessels of 
third Powers using the main harbor “for some time”, thus definitely 
rejecting the request of this Embassy that steps be taken to restore the 
freedom of the American company to pursue its legitimate trade in 
China. Furthermore, the Department will observe that, although 
the Japanese authorities reiterate that “the interests of the third 
Powers shall be respected”, such assurance is qualified by the phrase 

| “as circumstances permit”. © 
The last sentence of the Japanese reply is of additional interest in 

that it states that the Japanese navy has imposed no special restric- 
tions upon the free passage of American vessels in open ports where no 
naval or military operations took place, apparently assuming thereby 
that a mere statement by the Japanese of the existence of military or 
naval operations is sufficient to warrant the exclusion of legitimate 
American commerce, 

| 
Respectfully yours, For the Chargé d’Affaires ad interim: 

Frank P. Locxuarr 
oS Counselor of Embassy 

° See pp. 800 ff. 
” Charles Corbin, French Ambassador in the United Kingdom. “Not printed. |
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893.5151/547 : Telegram ° 

The Secretary of State to the Ambassador in Japan (Grew) 

| WASHINGTON, January 19, 1939—7 p. m. 

15. Chefoo’s telegrams no. 2, January 12,5 p.m.,” and no. 4, January 

16, 10 a. m., which Shanghai is being requested to repeat to you, in 

regard to exchange control and import and export restrictions. 

Please consult your interested colleagues in regard to the informa- 

tion contained in the telegrams under reference and in your discretion 

protest to the Japanese Foreign Office against the requirement of 

import and export permits at Chefoo and in regard to the guilds being 

formed at Chefoo on the ground that these activities constitute an 

unwarranted interference with American trade in China. | 

Repeated to Chungking, Peiping, and Chefoo. | 
| Hui 

693.001/486 : Telegram 

The Ambassador in Japan (Grew) to the Secretary of State — 

| Toxyo, January 20, 1939—3 p. m. 
[Received January 20—6: 30 a. m.] 

31. Our 16, January 9,8 p.m. My French colleague has handed 

| me a copy of note which he presented yesterday to the Japanese Gov- 

ernment along the same general lines as the British and our notes. 

As I understand that the text has been cabled to the United States 

by the press, I shall send a copy by mail. 

The French note refers to Japan’s new policy and states that it has 

engaged the special attention of the French Government; that it 

believes the provisions of the Nine Power Treaty to be still valid and 

that it could not recognize any modification of existing conditions in 

China established under treaties in force without prior consultation 

and agreement by the interested powers. The French Government 

refuses to believe that the Japanese Government intends unilaterally 

to denounce the treaties and in case the latter believes that the present 

course of events warrants an adjustment of the provisions of the 

Washington Treaties it should communicate any suggestions deemed 

opportune. These will be closely examined by the French 

Government. 
GREW 

3 Not printed.
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693.001/487 : Telegram ° 

The Consul General at Shanghai (Gauss) to the Secretary of State 

SHANGHAI, January 20, 1939—5 p. m. 
[Received January 20—1: 18 p. m.] 

59. Reference Department’s 632, November 23, 8 p. m.” concerning 
unwarranted Japanese interference with American interests. 

1. During the past 30 days this office has addressed letters to the 
local Japanese Consulate General, requesting passes for Hankow for 

| T. D. Malcolm, a British employee of the Standard-Vacuum Oil Com- 
pany; R. J. Reed of William Hunt and Company; O. E. Vongehr, 
Federal Incorporated United States of America; and E. C. Stocker | 
of the Texas Company (China) Limited. The foregoing three are 
American citizens. These men are needed in Hankow in connection 
with the conduct of their respective companies. The written applica- 
tions have been followed up almost daily in conversations between 
oficers of this Consulate General and Japanese Consular officers. 

2. Yesterday morning this Consulate General confirmed previous 
reports that a Japanese naval transport, understood to be the Shinyo 
Maru, will leave Shanghai for Hankow on January 21. It was fur- 
ther ascertained orally from the Japanese Consulate General that the 
Japanese authorities have arranged transportation on it for 2 British 
men, 1 of whom is a business man, 1 American employed by a British 
missionary organization (his application for a pass consequently was 
made by the local British Consulate General), 11 British ladies, 5 
Italian naval officers, 1 Italian doctor, 1 White Russian, a French 
consular officer, 2 Italian, 2 French and 2 German ladies. 

3. Notwithstanding the efforts of this Consulate General, the Jap- 
anese authorities have refused to arrange transportation on the 
transport for the four men whose applications for passes were made 
by this Consulate General. The Japanese Consulate General has not 
given this office any valid reason for the refusal. They have stated 
that there will be other transports and that they will try to arrange 
transportation but they refuse to make definite commitments at this 
time. 

4. The refusal may be partly motivated by the fact that the four 
applicants in which this office is interested are businessmen. How- 
ever, it appears that in this case the urgent applications of this Con- 
sulate General have been refused while passage has been arranged for 
other applications, some of whom have less urgent reasons for 
returning to Hankow. 

™ Same as telegram No. 305, of the same date, to the Counselor of Embassy in 
China at Peiping, Foreign Relations, 1938, vol. rv, p. 96.
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5. It is suggested that representations in Tokyo may facilitate 
favorable action by the Japanese. | 

6. It might be added that, in general, this office has observed that 
since January 1, 1939 longer delays have occurred in the issuance of 
passes than was the case in November and December, and that in some | 
instances passes have been refused without valid reasons. 

Repeated to Peiping, Tokyo, and Hankow. — 
For the Consul General : 

Butrick ™ 

793.94/14642 : Telegram : 

The Ambassador in Japan (Grew) to the Secretary of State 

| Toxyo, January 24, 1939—10 a. m. 
[Received January 24—7:20 a. m.]. 

41. My British colleague has received following information from 
a source ® which he considers both trustworthy and well informed : 

1. Informant had been much struck with marked change in the 
attitude towards currency question of both Japanese Army officers 
and businessmen which he had noted in Shanghai on the occasion of a 
recent visit as compared with a visit some months earlier. On the ear- 
lier occasion the belief seemed to prevail that undermining of the 

Chinese national currency should definitely be a Japanese objective, 

but now there seemed to be a general agreement that on the contrary 

it was now Japan’s interest to see the value of the currency maintained 

at least at its present value. He had also noticed a tendency of the | 

Japanese to consider that the Yangtze River question should be settled 

by means of business arrangements between the private interests con- 

cerned. The main difficulty was the fear of the Japanese officers and 

businessmen that, once foreign shipping had been admitted, the Jap- 

anese ships would run empty; one way of avoiding this would be a 

profit sharing arrangement which would guarantee Japanese shipping 

against losses due to purely political circumstances. The profits 

would be shared pro rata according to the amount of commercial 

tonnage operating on the river. 
2. Informant found these tendencies encouraging and believed 

there was now a more genuine realization in Central China that 

Japan could not expect to exploit these vast areas purely in her own 

interest. 
3. Informant did not appear to regard the Hiranuma Cabinet” as 

a, strong one and suggested that they themselves had little idea as to 

% Richard P. Butrick, Consul at Shanghai. 
% Kenji Kodama, Japanese head of the Central China Promotion Company. 

% Baron Kiichiro Hiranuma became Japanese Prime Minister on January 5.
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_the real meaning of the “new order” in East Asia. Certainly inform- 
ant had been able to obtain no guidance as to how these vague gener- 

_ alities were to be translated into concrete measures for the promotion 
of Japanese trade. He did, however, imply that we must expect a 
more aggressive promotion of Japan’s new policy of economic expan- 
sion in the north than in the center or south. Informant was doing 
his best to persuade Arita, who was a personal friend, of the impor- 
tance of conciliating the foreign interests concerned, but latter was, of 
course, under great pressure from other and less friendly quarters. 

4. The foregoing observations, as reported to me, lack precision but 
they at least indicate the way in which the wind appears to be now 
blowing in Central China. | | 

GREW 

693.001/499 : Telegram —— 

Lhe Ambassador in Japan (Grew) to the Secretary of State 

| | Toxyro, January 31, 1939—noon. 
7 | [Received 4:02 p. m.] 

52. Our 389, January 21,3 p.m.”” Return of Americans to Hankow. 
The situation described in Shanghai’s 59, January 20, 5 p. m. having 
been brought to the atention of the Foreign Office, an oral reply was 
received substantially as follows: | | 

1. Shinyo Maru, which sailed from Shanghai for Hankow on Jan- 
uary 21, carried no foreigners. Two American women who had per- 
mission to proceed on that vessel cancelled passage ; | 

_ 2, The Japanese authorities at Shanghai are giving consideration 
to the granting of passes to foreigners in the following order: first, 
military and civil government employees; second, all others proceed- 
ing to Hankow as replacements for those coming down river; third; 
wives and children of the above; 

3. Since January 1 there has been a tightening up, with fewer 
passes being issued, for the reason that conditions at Hankow are not 
satisfactory. The situation there was expected to clear up later on, 
but in any event the Japanese authorities at Shanghai would have to 
be the iudce in the matter of the granting of passes; 

4. The Japanese Consulate General at Shanghai had reported that 
it regretted that the American Consulate General felt that American 
citizens were being less favorably treated than other foreigners but 
there is no justification for this feeling. 

Repeated to Peiping and Hankow. 

[Grew] 
™ Not printed.
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693.001/504 : Telegram ; | ot . 

The Consul General at Hankow (Josselyn) to the Secretary of State 

_ Hankow, February 1, 1989—9 a. m. | 

| [Received February 2—5-a. m. | 

Shanghai’s January 31, 6 p. m., and Tokyo’s January 31, noon, 

return of Americans to Hankow. The party of foreigners mentioned. 

in Shanghai’s 59, January 20, 8 [5] p. m. to the Department arrived at 

Hankow on board the Shinyo Maru January 30th. According to 

Father Ralph Reilly of Franciscan Fathers of New York, there were 

36 foreign passengers and Reilly was only American citizen on board. 

British Vice Consul McDermott arrived here from Shanghai last : 

week on a Japanese naval transport plane which was half empty. 

Sent to Shanghai and Peiping. Shanghai please repeat to Tokyo. 
J OSSELYN 

698.001 /502: Telegram a | | 

The Consul General at Shanghai (Gauss) to the Secretary of State 

| Suaneuat, February 1, 1939—5 p. m. 
[Received 6:55 p. m.] 

Reference my January 31, 6 p. m. to Hankow ® and Tokyo’s No. 52, 

January 31, noon, concerning return of Americans to Hankow. 

In a conversation this morning the local Japanese Consul General 

confirmed that the transport was the Shinyo Maru and that it carried 

to Hankow a party of foreigners. He stated that any information to 

the contrary obtained in Tokyo must have been due to a misunder- 

standing. 
The essentials are that American business interests are unable to 

send their representatives to Hankow (and other Yangtze ports) 

because of Japanese restriction and that American interests are suf- 

fering therefrom. 

Sent to Tokyo. Repeated Department, Peiping, and Hankow. 
Gauss 

$98.115 Standard Vacuum Oil Co./83 : Telegram 

The Consul General at Shanghai (Gauss) to the Secretary of State 

SHanoenat, February 3, 1939—9 a. m. 
[Received February 3—6 a. m.] 

91. Our 1094, August 11, 4 p. m.” regarding desire of Standard 

~ Vacuum Oil Company to despatch its motor vessel Meinan to Chin- 

8 Not printed. 
” Foreign Relations, 1938, vol. Iv, p. 486.



358 FOREIGN RELATIONS, 1939, VOLUME III | 

- kiang and Wuhu. Number of representations were made to the 
Japanese and finally in January an officer of the Japanese Consulate 
General approached a member of my staff and stated that if appli- 

| cation for a permit were made on the basis that the cargo carried 
was for the use of the American Navy a permit would be issued even 
though all such cargo might not be naval. As practically none of | 
the cargo to be carried was to be for the United States N avy, the 
officer mentioned was told we could not be party to such an arrange- 
ment. However, the company made arrangements direct as the result | 
of which a permit was issued for one trip to carry supplies for “for- 
eign navies”. The Meinan which actually is carrying very little for 
the United States Navy or any other navy sailed J anuary 31 and has 
arrived at Chinkiang. The Standard Vacuum Oil Company is under- 
stood also to have almost concluded an arrangement with the J ap- 
anese Naval authorities whereby its motor vessel 1/ eryun (1491 De- 

| cember 22, 1 p. m.*) will be theoretically chartered to the J apanese 
| naval authorities and brought from Kiukiang to Shanghai for repairs. 

In proposing these devious arrangements the J apanese have stressed 
friendly relations between the United States and J apan and are prob- 
ably seeking to keep us quiet and play us off against the British. 
In view of the subterfuges recorded and the secrecy enjoined it seems 
clear the Japanese do not wish it to appear that the Yangtze has been | 
opened to commercial shipping. 

Repeated to Peiping and Tokyo. 
Code text by mail to Nanking. , 

Gauss 

693.001/526a 

Lhe Secretary of State to the Ambassador in J apan (Grew) 

No. 1647 WasHINGTON, February 3, 1939. 
Sir: The Department refers to recent J apanese pronouncements 

which have indicated that those powers which understand the “new 
order” in the Far East will be given privileges not available to powers 
which fail, in the view of the Japanese authorities, to understand 
the “new order”. Such intimations have occurred in (1) the “State- 
ment of the Japanese Government” of November 3, 1938," in which, 
following a reference to the task of bringing about a “new order” 
in East Asia, the statement is made that “J apan is confident that 
other Powers will on their part correctly appreciate her aims and 
policy and adapt their attitude to the new conditions prevailing in 
Kast Asia”, followed by the sentence, “For the cordiality hitherto 
manifested by the nations which are in sympathy with us, Japan 

" Foreign Relations, 1938, vol. Iv, p. 208. 
“ Foreign Relations, Japan, 1981-1941, vol. 1, p. 477.
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wishes to express her profound gratitude”; (2) the statement made 

| on November 3, 1938, by the Japanese Premier,™ during the course 

of which the Premier stated that Japan did not grudge cooperating 

with the Powers for peace in the Far East, if the Powers understood 

the real intentions of Japan and devised a policy in accordance with | 

the new situation in the Far East, and in which he also said that 

Japan was grateful to Germany and Italy for their understanding 

of Japan’s intention in the Far East and for their extending of moral 

support “in the current incident”; (3) the Japanese reply of No- 

vember 18, 1938, to the American note of October 6, 1938,* in regard 

to American rights and interests in China, in which, following a 

reference to a “new order” and a “new situation” in East Asia, there 

occur the words, “as long as these points are understood, Japan has 

not the slightest inclination to oppose the participation of the United 

States and other powers in the great work of reconstructing East 

Asia along all lines of industry and trade”; (4) the statement of 
the Japanese Premier of December 22, 1938,° in which occur the 

- words, “Japan does not intend to exercise economic monopoly in | 

China, nor does she intend to demand of China to limit the interests | 

of those third Powers, who grasp the meaning of the new East Asia 

and are willing to act accordingly”; and (5) the statement made on | 

January 1, 1939, by the Japanese Minister for Foreign Affairs, in 

which the Minister expressed the nation’s thanks to Germany and 

Italy which “accurately recognize the actual state of affairs in Hast | 

Asia and show a sincere attitude in extending helping hands to the 

pacific construction works in this part of the world”. 

It is desired that the Embassy endeavor to observe whether German 

and Italian interests are in fact given preferential treatment by the 

Japanese authorities or by those Chinese authorities who are under 

Japanese direction and that the Embassy report to the Department 

instances of such preferential treatment if and as they occur. It is 

possible that preferential treatment might manifest itself in matters 

such as settlement of claims arising out of the hostilities, removal of 

restrictions on freedom of movement on the Yangtze and Pear] Rivers, 

the granting of import and export and exchange permits, and the like. 

Similar instructions are being sent to the Embassy at Peiping, the 

Consulates General at Canton, Shanghai, and Tientsin, and the Consu- 

late at Tsingtao.’ 
Very truly yours, For the Secretary of State: 

SUMNER WELLES 

_ © Foreign Relations, Japan, 1931-1941, vol. 1, p. 478. 
*“ Tbid., p. T9T. 
* Tbid., p. 785. 
* Tbid., p. 482. 
* Reports in reply were negative as to preferential treatment.
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893.5151/547 : Telegram oe - 

Lhe Secretary of State to the Ambassador in Japan (Grew) 

| Wasuineron, February 4, 19393 p.m. 
29. Department’s 15, January 19, 7 p. m., in regard to exchange 

control and import and export restrictions at Chefoo. In view of 
subsequent telegrams from Chefoo and Peiping’s 66, February 3, 
noon,” as well as continued receipt by the Department of requests for 
action from interested firms in the United States, Department desires 
that, if you have not already done so, you make an approach to the 
Japanese Foreign Office along the lines indicated in the telegram 
under reference. | 7 

7 Please report action taken.® | 

| | Ho 

811.30 Asiatic Fleet/675.: Telegram . 

| The Secretary of State to the Ambassador in Japan (Grew) 

| WASHINGTON, February 9, 1939—noon. 
80. Hankow’s No. 20, January 21, 1 p. m., and 35, February 6, 4 

p.m., which Shanghai has been requested to repeat to you, and your 
February 2, 6 p. m.” : 

Please approach the Foreign Office in such manner as you deem 
appropriate and after calling attention to the continuing adverse 
effects upon American interests resulting from restrictions imposed by 
the Japanese authorities upon freedom of navigation on the Yangtze, 
urge that early action be taken to remedy the situation. 

Shanghai and Hankow please continue to keep this subject before 
the local Japanese authorities. 

Repeated to Shanghai, Hankow, Peiping, Chungking. 

Hot 

893.811/1097 : Telegram 

The Ambassador in Japan (Grew) to the Secretary of State 

Toxyo, February 10, 1989—7 p. m. 
[Received February 10—11: 45 a. m.] 

84. Department’s 30, February 9, noon, via Shanghai, navigation on 
Yangtze. 

1, During the past few weeks a group of leading Japanese private 
individuals who are interested for various reasons in regaining Amer- 

“ Not printed. 
* The Ambassador in J apan reported that the approach was made on February 

6 (893.5151/559). 
” None printed. _
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ican and British good will have been urging the Prime Minister and | 

other Government leaders to take some specific action which would — 

make it possible for the American and British Governments to put 

some degree of confidence in Japanese official assurances that foreign 

rights and interests are not to be driven out of China. These indi- 

viduals are concentrating on the question of Yangtze navigation partly 

because the wide attention it is receiving abroad would give its settle- 

ment correspondingly wide and favorable attention and desired be- 

cause the Japanese military authorities are said to be ready to hear 

arguments on this case. | | , 

We have been regularly in touch with a member of this group and 

also with the Vice Minister for Foreign Affairs ™ who assures us that 

he is actively cooperating with this group and with Yoshizawa. 

9. It was not my intention to telegraph to the Department on these 

developments until I was in a position to report some concrete result. 

With the Japanese Government officially taking a non possums po- 

sition with regard to navigation on the Yangtze in reply to the con- 

‘tention of the American Government as set forth in our note of Oc- 

tober 6 * our inclination would be to watch the efforts of constructive 

elements both inside and outside the government and to hold off for 

the present from fresh formal representations on this specific ques- 

tion. In accordance with the Department's instructions we shall con- 

tinue informally to press the Foreign Office and to stress the need 

of removing the restrictions. | | 

No repetition. 

,  GREw 

893.51/6813 : Telegram 

The Chargé in China (Peck) to the Secretary of State 

CuuUNGEING, February 16, 1939—noon. 

[Received 12:28 p. m.] 

107. Reference Embassy’s 78, February 6, 3 p. m.,* the following is 

the Embassy’s translation of a note dated February 9 from the 

Ministry of Foreign Affairs: 

“The Ministry of Foreign Affairs presents its compliments to the 

American Embassy and has the honor to state that it has received a 

communication from the authorities concerned to the following _ 

effect : 
According to reports recently the Japanese widely proclaimed in 

Tientsin that a fixed date has been set for the devaluation_and in- 

validation of the banknotes of the Bank of China and the Bank of 

* Renzo Sawada. 
°° Director of the American Affairs Bureau, Japanese Foreign Office. 

% Foreign Relations, Japan, 1931-1941, vol. 1, p. 785. 

* Post, p. 647.
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Communications. Of all the foreign banks, the National City Bank 
of New York alone notified its depositors promptly to withdraw their 
deposits, stating additionally that when deemed necessary it will probably return deposited funds. | 

The foreign banks had earlier refused to use the notes of the Cen- tral Bank of China with a view to placating the Japanese and the bogus organization, accepting only the notes of the Bank of China 
and the Bank of Communications; in consequence, use of the notes 
of the Central Bank of China was suspended. From the foregoing 
the indication may be drawn that in the future it will be difficult to 
guarantee that pressure will not be brought to suspend use of the 
notes of the Bank of China and the Bank of Communications. 

It is observed that since the introduction of legal tender notes they 
have been uniformly used by Chinese and foreign merchants and have 
enjoyed great confidence. "The Ministry of Finance has announced 
that it will in the future assume absolutely no responsibility for ad- 
justment of the banknotes arbitrarily issued in North China by the 
Japanese and the bogus oganization, and has also issued a circular to 
Chinese and foreign merchants and civilians not to accept and use 
such notes, as is common usage. . | 

The Japanese and the bogus organization are, on the one hand, 
freely issuing large amounts of bank notes and, on the other, are not 
devaluating the legal tender notes of the Bank of China and the 
Bank of Gommunieations in an attempt to destroy the whole of 
China’s monetary system, to monopolize the trade of various depart- 

| ments in China and to realize the ambition of independently oocupy- 
ingeast. All foreign nationals and merchants in China should jointly 
cope with the situation. 

The Ministry, apart from causing the Chinese Embassy in the 
United States to request the American Government to rectify the 
activity of the National City Bank of New York, has the honor to 
request that the American Embassy in China pay attention to the 
matter and instruct all American citizens and merchants in China 
uniformly to use legal tender notes as in the past and to refuse the 
bogus currency. A reply is also requested.” 

The Embassy is replying to the note under reference today, stating 
that the matter is being referred to the American Government. 

Repeated to Shanghai, Tientsin, Peiping. 

Prick 

893.811/1098: Telegram OO 

Lhe Ambassador in Japan (Grew) to the Secretary of State 

Toxyo, February 18, 1939—4 p. m. 
[Received February 18—7 a. m.] 

97. Our 84, February 10, 7 p. m. 
1. Mr. Katsuji Debuchi, former Ambassador to the United States, 

continuing interpellations, which he began on Thursday, in an effort 
to convince the Government of the necessity of correcting the wrong 
conceptions held abroad concerning Japan’s internal political situ-
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ation and Japan’s intentions with regard to China, urged that the 

Government adopt a diplomatic policy which would prevent this 

country’s isolation in the Far East, and that at the same time pend- 

ing problems with other countries be solved. Mr. Arita replied that 

every effort was being, and would continue to be made in that direction. 

Referring to the question of the opening of the Yangtze River to 

navigation, Mr. Debuchi is reported to have said, “the Yangtze River 

is the principal economic artery in China and its opening will, I be- 

lieve, contribute to the construction of a new East Asia. I, therefore, 

hope that, in so far as it does not interfere with military actions, the 

river will be opened to as great an extent as possible. When will the 

river be opened 2” 
The vernacular press reports that in reply, Admiral Yonai® after. 

denying that the Yangtze, in principle, is “an international river” or 

“the common property of third powers”, admitted the value of its 

commercial use to the life of the Chinese people and said “while I 

cannot, at the present time, make a definite statement because of the 

existence of strategic necessities, I hope that the opening will ma- 

terialize as quickly as possible.” 

[2.2] The Kokumin Shimbun in commenting upon Mr. Debuchi’s 

request for the reopening of the Yangtze River made an indirect refer- 

ence to the recently reported support by vessels of third powers of 

arms, et cetera, to Chinese irregulars in Shantung Province and inti- 

mated that similar activity unfriendly to Japan might be expected if 

freedom of navigation on Yangtze were allowed. In view of such 

circumstances, the article continued, it was only natural that the open- 

ing of the river could not be expected. All circles, it was stated, were 

shocked by Mr. Debuchi’s request since the established policy of the 

Japanese Government is to open the Yangtze River as soon as strategic 

circumstances permit; since it appears that this request refutes the 

opinion of some of those who favor a “weak kneed” diplomatic policy, 

it was said, considerable importance is attached to Mr. Debuchi’s 

statement by the various circles concerned. 
GREW 

793.94/14857 | 

The Chargé in China (Peck) to the Secretary of State 

No. 1930 Perrine, February 18, 1939. 
[Received April 3.] 

Sm: I have the honor to report, as of possible interest to the Depart- 

ment, that the Kokusai Unyu (International Express Company) is 

rapidly and steadily increasing its activities throughout North China. 

* Japanese Minister of Navy.
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According to the Manchuria Daily News of February 15, 1939, this 
company had only 30 employees in North China prior to the Man- 
churian Incident, only 90 between that date and the beginning of the 
China Incident, whereas at the present time the company employs 
1,300 persons throughout the occupied areas of North China. The 
news article, in reporting the establishment of branch offices in Shih- 
chiachwang, Tsinan, Taiyuan, Tsingtao and Hsuchow, states that the 
company proposes to establish new agencies at certain stations along 
the Peking-Hankow and Tientsin-Pukow Railways south of the Lung- 
hai line as well as along other railways in Shansi and Suiyuan. 

In the broad aspect of Japanese economic penetration the activities 
of Japanese forwarding agencies are a small matter. But the en- 
larged activities of such agencies are generally symptomatic of the 
hold which Japanese enterprise is endeavoring to have upon com- 
mercial matters throughout the occupied areas. In this connection, 
it may be briefly stated that the transportation of goods, unless handled 
by Japanese concerns, is now subject to long and vexatious delays, and 
that such delays result in extra expense and often a loss of market, 

The same condition would appear to obtain in other occupied areas 
of China; especially it is understood that, although commercial ship- 
ments are not permitted up the Yangtze, merchandise delivered to 
Japanese agencies has some chance of being delivered to the various 
Yangtze ports, even in the guise of military supplies. 

Respectfully yours, For the Chargé d’A ffaires ad interim: 
_ Frank P. Locxnarr 

| Counselor of Embassy 

893.51/6818 : Telegram 

Lhe Secretary of State to the Chargé in China (Peck) 

Wasurneron, February 24, 1939—3 p. m. 
389. Your 107, February 16, noon, currencies in north China. The 

Department would prefer that you refrain from making further reply 
to the note quoted in your telegram under reference if you feel that you 
can appropriately do so. 

The Department has been approached by the Chinese Embassy here 
in regard to the same matter. For your information, an officer of the 
Department in reply commented orally to the effect that, while it 
appreciates the considerations which gave rise to the Chinese Em- 
bassy’s approach and while the American authorities assuredly do 
not wish to take any steps which might affect unfavorably the Chinese 
banking and currency structure, there are a number of important
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problems arising from the abnormal conditions in the Far East which 

American banks must take into account; and that such banks have the 

responsibility of safeguarding themselves against losses due to the 

irregular currency situation. It was indicated also that the American 

authorities would not be in position to raise objection or express dis- 

approval of such measures as the banks, after carefully weighing all | 

the factors in the situation and the banks’ responsibilities in relation 

thereto, might adopt for their own protection. | 

In addition, the representative of the Chinese Embassy who brought 

the above matter to the Department’s attention said that, according 

to confidential information, the Japanese are planning a new bank, 

to be directed by Kodama, which will serve as a central bank with a 

capital of 100 million dollars. The new bank will issue currency 

and fix the foreign exchange rate at 8 pence. The Chinese Em- 

bassy expressed the belief that the Japanese hope to drive out Chinese 

currency with the note issue of the new bank. The Embassy repre- 

sentative stated that he was bringing the matter to the attention of 

the American authorities in the hope that the American Government 

would be able to do something toward preventing the establishment 

of such a currency either by refusing to deal in it or by causing Amer- 

‘ican banks and American nationals to refuse to accept it. In reply 

to this point, the Department is informing the Chinese Embassy orally 

that the Department would make inquiry into the reported plans for 

the formation of a new bank and would continue its study of the 

situation. 

Repeated to Peiping, Shanghai, and Tientsin. 

. Hun 

600.989/276 : Telegram 

The Consul General at Tientsin (Caldwell) to the Secretary of State 

| Trentsin, February 25, 1939-4 p. m. 

: [Received 11: 44 p. m.] 

17. Commissioner of Customs has expressed the following personal 

opinion for confidential information only : 

Press reports that trade and currency restrictions will be imposed 

on exports from North China on March 10 are probably substantially 

correct and the customs must refuse to pass goods unless requirements 

are fulfilled. 

Restrictions are based on barter system but governments using that 

system have complete control over the entire national trade whereas 

here the banks, merchants, consumers and producers control the trade 

especially in the extensive areas not controlled by the Japanese military 

or any government. 

278040—55 24
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The trade of North China ports will probably be killed by the 
restrictions but the trade of China will not be appreciably affected as 
it will flow through ports such as in Shanghai where the restrictions 
will not be in effect. The large firms may survive but the small 
concerns will probably be ruined. 
Although in theory the yen and the Reserve Bank dollar are ex- 

changeable at par the Yokohama Specie Bank, with rare exceptions, 
refuses such exchange. Yen notes have been removed to leave the 
Tientsin market for the Reserve Bank notes. If these notes are the 
only accepted currency in North China areas controlled by the Jap- 
anese military there will have to be a greatly increased issue with an | 
undesirable inflation and an eventual unlimited depreciation. 

There will bea great reduction in exports from J apan to North China 
as the present North China imports much exceed exports and the 

| difference will be increased by the restrictions, 
Japanese commercial firms disapprove of the military policy, the 

dangers of which are realized even by the military, who have decided 
on a mad course in the hope that the third countries affected might 
subordinate political considerations to immediate gain and make the 
first move toward cooperation. Reconstruction cannot be effective 
without stabilization on a cooperative basis of currency, credit and 
trade throughout China. : 
Repeated to Peiping, Chungking and Shanghai. 

CALDWELL 

893.5151 /568 : Telegram 

Lhe Consul General at Tientsin (Caldwell) to the Secretary of State 

Trentsin, February 27, 1939—3 p. m. 
[Received February 27—9: 20 a. m.] 

British Consulate General informs me that manager of Chartered 
Bank has learned from Kawamura of Yokohama Specie Bank that 
exchange control is to go into effect March 10 and that Sakatani will 
shortly come to Tientsin and endeavor to arrange for cooperation on 
the part of various foreign banks. 

The British Consulate General is telegraphing British Embassy 
concerning importance of adoption of same attitude by British, 
French and American banks and I am mentioning this informally to 
the managers of the National City Bank and the Chase Bank. 

Sent to Peiping, repeated to Chungking. 

CALDWELL
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893.516/583 : Telegram . 

The Counselor of Embassy in China (Lockhart) to the Secretary 

of State 

Perrine, February 27, 1939—4 p. m. 

[Received February 27—1: 55 p. m.] 

103. Reference Chungking’s 78, February 6, 3 p. m.,°° and Depart- 

ment’s 62 to Shanghai, February 24, 3 p. m.” 

1. An officer of the Japanese Embassy stated today that a new bank 

was being planned for the parts of Central China under the control 

of the Reformed Government. He said that the authorities had fore- 

seen the necessity of such a bank for some little time and although the 

date of inauguration was not predictable it was certain that such a 

bank would be opened. He said that the main question now being 

studied was the matter of reserves for that bank. 

9. He stated further the new bank would probably issue currency 

at the fixed rate of exchange of 8 pence per United States dollar. 

When queried as to how the proposed Central China dollar would 

affect the Federal Reserve Bank dollar, which is to be pegged at 1 

shilling 2 pence per United States dollar, he replied that certain con- 

trol measures would have to be instituted and explained that for all 

practical purposes (imports, exports, transfers of currency, et 

cetera) North and Central China would be considered as separate 

entities. He intimated further that a plan for the retirement of 

national currency circulating in Central China was under considera- 

tion but stated that he was not acquainted with the technical details 

pertaining to the organization of the new bank. 

3. It would appear that the pegging of the new Central China cur- 

rency if and when issued at 8 pence is a more realistic view of the 

financial situation in China by the Japanese than the pegging of the 

Federal Reserve Bank currency at 1 shilling 2 pence. The Japanese 

official mentioned above seemed to have this act [fact?] in mind when 

he stated that it will be difficult to maintain the higher rate of Federal 

Reserve Bank currency without “control measures” whereas the lower 

rate of the new Central China currency will in no way hinder trade. 

Repeated to Chungking and Shanghai; code text by mail to Tokyo. 
LocKHART 

* Post, p. 647. 
* Not printed. |
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893.5151/569.: Telegram | wo 
Lhe Counselor of Embassy in China (Lockhart) to the Secretary 

of State 

, Prrerne, March 1, 1939—1 p. m. 
[Received March 1—7 a. m.] 

105. Reference Tientsin’s 17, February 25, 4 p. m., and Peiping’s 
94, February 22, 11 a. m. | a 

1. In a conversation with a foreign press correspondent last week, 
a secretary of Wang Keh Min™® stated that all elements (meaning 
the various Japanese factions) were finally united as to the attitude 
to be adopted towards exchange and export control and that it had 
been decided to adopt such control measures as from March 10. At 
the same time the Secretary said that Wang Keh Min was opposed to 
the control measures on the ground that North China would suffer 
and that the Chinese would bear the brunt of such suffering. | 

2. Conversations yesterday and today with officials of the J apanese 
and British Embassies and an American banking source tend to con- 
firm the above information that the Japanese appear to be determined 
to carry through their economic and financial policies. 

3. The Japanese official interviewed admitted that it will be diff- 
cult to put exchange control into effect without trade control. He 
hastened to add that for the time being at least control measures will 
apply only to exports. When it was pointed out that there were 
already export restrictions on certain staple goods (cotton, wool, 
mineral oils, et cetera), he stated that numerous other articles men- 
tioning peanuts and certain oils specifically would be placed under 
control. He foresaw a period during which trade would gradually 
drift southwards but optimistically concluded that everything would 
ultimately be adjusted to “everybody’s satisfaction”. 

4. The British interpret “everybody’s satisfaction” as meaning 
Japanese satisfaction and believe that the Japanese do not care what 
happens to North China trade so long as they get. what they require 
from North China. The British official interviewed was very pessi- 
mistic as to the future of trade especially for foreigners in North 
China. In this view I concur. | 

| Repeated to Chungking. Code text by mail to Tokyo, Shanghai. 
LockHart 

** Latter not printed. 
Pei vine an of the Executive Committee of the “Provisional Government” at
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- $93.516/584: Telegram 

The Consul General at Shanghai (Gauss) to the Secretary of State 

, SHanenar, March 1, 19389—3 p. m. 

| | [Received March 1—10: 06 a. m.] 

167. Reference Department’s 62, February 24, 3 p. m.,* and 

Peiping’s 103, February 27,4 p.m. The managers of the three Ameri- 

can banks in Shanghai state that they have no information in regard 

to the reported plan for the establishment of a “new China bank” or 

any similar bank at Shanghai in the near future. Their considered 

opinion is that as long as the Chinese Government continues to sup- 

port the Chinese dollar at its present level the Japanese authorities 

are almost certain to refrain from setting up such a bank, unless its 

major purpose is to serve as an excuse for the introduction of trade 

control in Central China, which they consider most unlikely. — 

The exchange broker E. Kann states that he has received no indica- 

tion that such a move is imminent and that he considers it most un- 

likely that the Japanese authorities would make such a move so long 

as the Chinese Government continued to support the Chinese dollar 

at its present foreign exchange value. The head of a very large 

Dutch trading company who has frequent conversations with prom- 

inent Japanese officials in Japan informed this office in strict confidence 

that during a conversation in Japan 2 weeks ago Mr. Septao Sonoda, 

a director of the Central China Development Company, had informed 

him that the Japanese authorities would set up a new bank in Central 

China similar to the Federal Reserve Bank in North China but that 

the rate would be pegged at 8 pence and that great care is now being 

taken to make complete and foolproof arrangements in advance so that 

the success of the venture will be assured. When asked whether such 

a bank would be established within the coming month Mr. Sonoda 

said definitely not and implied that it would be a matter of 3 to 6 

months at least before the plan was put into operation. Mr. Sonoda 

emphasized that the new currency would be maintained at a different 

level from the Federal Reserve currency but gave no indication that 

trade control would not be required to support the currency. 

American bankers state that the Hong Kong and Shanghai bank 

sold approximately 300,000 pounds of foreign exchange Monday and 

as much again yesterday at the rate of 814 pence but that the market 

is firm and there is no indication to be obtained from the trading 

that the establishment of a new currency in Central China is imminent. 

Colleagues here are nevertheless considerably perturbed by the steady 

drain on the foreign exchange reserves set up by the Chinese Govern- 

ment banks with the Hong Kong and Shanghai Banking Corporation 

* Not printed.
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for the support of the Chinese dollar and question how long the 
Chinese Government will be willing to meet the heavy demand for 
foreign currency if it continues at the present rate. The Chinese 
banks are the heaviest buyers but whether they are buying on their 
own account or for merchants or speculators is not clear. There are 
strong rumors here that official or unofficial British support for Chinese 
currency has been promised but if this fails to materialize banks 
consider it doubtful if the Government will continue to meet a heavy 
demand indefinitely. 

_ If the exchange value of the Chinese dollar is allowed to depreciate 
markedly, American bankers consider the early introduction by the 
Japanese of a new Central China currency very likely but insist that 
if it is to succeed it must be accompanied by the institution of re- 
strictive trade controls. | 
Repeated to Peiping, to Chungking, Tientsin. 

| Gauss 

611.989/102 : Telegram | 
Lhe Counselor of Embassy in China (Lockhart) to the Secretary 

of State 

Prine, March 2, 1939—noon. 
[Received March 2—7 : 30 a. m.] 

107. Peiping’s 679, November 15, noon? Tientsin’s despatch of 
February 25 states that the customs at Tientsin has been instructed to 
release for export sheep’s wool sold to buyers in the United States and 
Germany prior to imposition of wool embargo and Tientsin has al- 
ready certified invoices for wool for shipment to American consignees. 
Repeated to Chungking, by air mail to Tokyo. 

LockHarrT 

600.989/281 : Telegram | | 
The Chargé in China (Peck) to the Secretary of State 

Cuunexine, March 4, 1939—8 p. m. 
[Received March 4—8: 05 a. m.] 

155. Tientsin’s 20, March 2,6 p.m. Arthur Young‘ informs the 
Embassy the Chinese Government has received a telegram from the 
Chinese Ambassador at Paris stating the latter is informed that the 
new exchange and export restrictions scheduled to go into effect in 

* Foreign Relations, 1938, vol. rv, p. 85. 
* Not printed. 
“American adviser to the Chinese Ministry of Finance.
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North China March 11 are to be enforced less stringently against 
Japanese, German and Italian trade than against the trade of other 

nations. Informant states he does not know the origin of the Chinese 
Ambassador’s information but presumes that it came from French 

sources. 
Repeated to Peiping, Tientsin. 

PECK 

693.001/519a : Telegram 
The Secretary of State to the Ambassador in Japan (Grew) 

WasuHIncTon, March 4, 1939—3 p. m. 

52. Reference Department’s 29, February 4, 3 p. m. Tsingtao’s 33, 
February 10, 3 p. m., and 40, February 28, 10 a. m.,° Tientsin’s 17, 
February 25, 4 p. m., No. 18, February 27, and No. 20, March 2, 6 p. m., 
and Peiping’s 110, March 2, 5 p. m.,° all in regard to trade restric- 
tions in North China. : } 

Department desires that you approach the Japanese Foreign Office 
in such manner as you may deem appropriate, and state that from 
various sources the Government of the United States has received 
information to the effect that the Japanese-sponsored régime in North 

China is, with the support of the Japanese authorities, contemplat- 
ing the imposition of drastic trade restrictions, including the require- 
ment of export permits and controlled money exchange. Say that 
this Government views with deep concern the increasing evidence in 
Japanese-occupied areas in China of interference with the normal 
flow of trade between the United States and those areas. Express 
the hope that the Japanese authorities will not countenance the pro- 

posed measures but, on the contrary, will remove existing restrictions 

which tend to prevent, between the United States and North China, 
the same normal and uninterrupted flow of trade that now, so far as 
action by the United States Government is concerned, prevails be- 
tween the United States and Japan. 

Department suggests that in your discretion you consult your 
British and French colleagues with the thought that they may wish 

to take similar but separate action. 
Peiping please repeat to Tokyo such of the telegrams under refer- 

ence as Tokyo has not received. 
Repeated to Chungking, Tientsin and Tsingtao. 

Hub 

* Telegrams Nos. 33 and 40 not printed. 
* Telegrams Nos. 18, 20, and 110 not printed.
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893.515/1877 - oe 
Memorandum of Conversation, by the Chief of the Division of Far 

EKastern Affairs (Hamilton) 

[Wasuineton,| March 4, 1939, 

_ The French Ambassador called at his request. He said that he had 
a cablegram from his Government in regard to the currency and 
exchange situation in north China. He said that his Government was 
prepared to make representations at Tokyo.and that his Government 
wished to make inquiry as to the attitude of this Government. He 
said that the French Government was making similar inquiry of the 
British Government. He said also that, in regard to whether or not | 
French banks in north China should make their own practical arrange- 
ments, his Government was inclined to take the attitude that decision 
should be left to the French banks concerned. a 

I told the Ambassador that, as he knew, this Government had already 
made representations on a number of occasions to the Japanese Gov- 
ernment in regard to the restrictions which were being imposed upon 
American interests in China; that we had already prepared a telegram 
to our Ambassador at Tokyo’ authorizing our Ambassador to make 
further representations; and that in this telegram our Ambassador 
was being authorized also to discuss the matter with his French and 
British colleagues, I said that I did not know whether that telegram 
had as yet been signed but that it had been sent forward for signature. 
I told the Ambassador that when the telegram was despatched I would 
inform his Embassy of that fact.® 

With regard to American banks in north China and the attitude 
they should take, I said that we had just received certain additional 
details in regard to the currency and exchange situation in north 

: China; that we were studying the whole matter; and that I was not 
at present in position to make any definitive comment. I said, how- 
ever, that it was my understanding that the British Government could 
through the issuance of Orders in Council adopt measures which 
would protect British banks from suits by depositors for losses in- 
curred as a result of an attitude which the banks might adopt, and 
that so far as I knew there was no American law which would similarly 
protect American banks and that the Executive had no authority to 
issue any regulation which would accomplish that purpose. I re- 
peated that we were studying the whole situation. In response to 
the Ambassador’s request, I told him that we would inform him of our conclusion, when reached. 

" Supra. 
*The French Embassy was duly informed on March 6.
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693.001/521 : Telegram | 

The Ambassador in Japan (Grew) to the Secretary of State 

| Toxyo, March 8, 1939—4 p. m. 

| a | [Received March 8—7: 30 a. m. |] 

123. Department’s 52, March 4, 3 p. m., trade restrictions in North | 

China. | 
1. We prepared and arranged to leave this afternoon at the Foreign 

Office an aide-mémoire closely following the lines suggested by the 

Department in its telegram under reference. However, I have just 

been informed by my British colleague that he has been instructed 

to present to the Minister for Foreign Affairs a formal signed note, 

including reservation of all British rights which may be affected by 

restricted measures, and that the British Embassy at Washington has 

‘been instructed to approach the Department with a view to directing 

me to make a similar formal approach. At Craigie’s urgent request, 

Tam withholding action for a few days. 

2. My decision, in the exercise of the discretion granted me by the 

Department as to the manner of approach, to make informal repre- 

sentations, was reached only after careful consideration of the circum- 

stances involved. Our note of October 6 ® included formal representa- 

tions with regard to trade restrictions in North China, the Japanese 

note of November 18 conveyed in effect a refusal, and the full 

| reservation of American rights in China communicated to the Japanese 

Government in our note of December 31 [30] naturally covers the 

situation in North China. It isour view that nothing would be gained 

by initiating a new cycle of formal representations, if rejected by the 

Japanese, and fresh laying down of reservations. It is our thought 

that the procedure best calculated to be helpful to American business 

interests in North China is that of making frequent informal ap- 

proaches. Illustrative of the results of such approaches it is interest- 

ing to note that according to the most recent lists of American citizens 

granted passes to return to points on the Yangtze River 432 passes 

were issued from May 31 to December 20 as contrasted with 53 passes 

issued to British nationals for the same period. 
| GREW 

° Foreign Relations, Japan, 1931-1941, vol. 1, p. 785. 
7° Tbid., p. 797. : 
“% Tbid., p. 820.
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693.002/60 : Telegram 

Lhe Counselor of Embassy in China (Lockhart) to the Secretary 
of State 

Perrine, March 8, 1939—4 p.m. 
| [Received March 8—2:20 p. m.] 

122. Reference Tientsin’s 26, March 7, transmitting message from 
American Chamber of Commerce, and Peiping’s 119, March 7, 4 p. m2? 

1. Today’s Peiping Chronicle states that the Federal Reserve Bank 
has established a preferred list of imports which must be supplied 

_ with exchange before other imports. The preference will be given 
first to imports of military supplies, then to daily necessities, and 
then to assorted materials. Items constituting these categories are | 
not specified. 

2. It is obvious that the above preference list will give the bank 
great leeway in allotting import exchange to the detriment of Amer- 
ican business and imports from the United States and to the benefit 
of those countries from which the Provisional Government desires to 
import. 

3. Although Chefoo reports that the changes envisaged by the new 
regulations will remove the chief interference to trade between the 
United States and that consular district and although Tsingtao re- 
ports that relatively little anxiety is felt in consular district and that 
merchants will endeavor to strengthen the export-import link trade, 
the possibility appears to me to be stronger than ever that more 
stringent and more comprehensive restrictions including unfavorable 
interpretations of the regulations will be placed in effect. Accordingly 
I believe the outlook to be extremely discouraging. . 

4. In substance it would seem exchange and trade control will affect 
only certain third countries inasmuch as J apanese and Manchukuo 
currency are presumably to continue at par with the Federal Reserve 
Bank currency in which case the new restrictions would not operate 
as a bar to trade between North China and Japan and Manchukuo; 
there is a probability also that barter arrangements will be operative 
between trade and Germany and Italy as is the case in Manchukuo, 
leaving other countries and other parts of China to bear the brunt 
of supplying foreign exchange for Japanese and trade’s needs. 

). A French banker stated today that his bank had received instruc- 
tions from its head office not to cooperate with the Federal Reserve 
Bank’s plans and he added that he had been reliably informed that 
British banks had received the same instruction. According to the 
same source, German interests have protested to Berlin against control 
measures in North China but have been told to “keep still”. 

* Neither printed. |
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Repeated Chungking and Shanghai. Code text by mail to Tien- 

tsin, Chefoo, Tsingtao and Tokyo. | 
| LocKHART 

693.001 /521 : Telegram 

The Secretary of State to the Ambassador in Japan (Grew) 

Wasatneron, March 9, 1939—7 p. m. 

54, Your 123, March 8, 4 p. m., trade restrictions in North China. 
The Department is inclined to agree with your view but raises for 
your consideration the question whether or not the reasons in favor 
of an informal approach are outweighed by the desirability of going 
along with the British wherever practicable in cases where no conflict 
of principle is involved. The Department desires that you exercise 
your discretion in the matter. | 

Hoy 

693.001/521a : Telegram 

The Secretary of State to the Ambassador in Japan (Grew) 

Wasuineton, March 9, 1939—8 p. m. 

55. Reference the Department’s 52, March 4,3 p.m. The following 

is suggested as argumentation to be included in the approach to the 

Japanese Foreign Office suggested in the telegram under reference, in 

case such approach has not been made, or in a supplementary memo- 

randum to be presented to the Foreign Office. | 

The Government of the United States regards the export restrictions 

which have been announced in North China as the most comprehensive 

discrimination against the United States and other foreign countries 

and in favor of Japan which has yet been established in North China 

by Japanese authorities, and asa virtual nullification in that area of 

the Open Door so far as import and export trade is concerned. The 

proposed measures would automatically increase the price of exports 

by a large margin in terms of foreign currencies, and probably have the 

effect of reducing markedly exports to foreign countries other than 

Japan, and pari passu of reducing imports from those countries while 

leaving trade between that area and Japan virtually unrestricted. 

During the past year the exchange value of the currencies in circula- 

tion in North China has been considerably depreciated and prices in 

that area have become more or less adjusted to this depreciated value; 

if exports are quoted suddenly in terms of a new currency whose value 

is maintained by exchange control at an artificially high level in terms 

of foreign currencies North China’s foreign trade will tend to suffer 

and imports to decline along with exports. Meanwhile it is clear that
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Japanese trade will not only not be damaged by the proposed restric- 
tion but be benefited by the new measures. These considerations give 
added force to the objection which the American Government has 
repeatedly advanced to institution of trade or exchange control by 
Japanese authorities in North China, the basis of such objection being 
that all trade with North China would thereby become subject to 
Japanese discretion and that equality of opportunity would no longer 
be possible. 

Repeated to Chungking, Tientsin and Tsingtao. | 

693.001/535 _ | 

Memorandum of Conversation, by Mr. Joseph M. Jones of the 
Division of Far Eastern Affairs Oo 

[Extract] 

| | [Wasuineron,] March 10, 1939. 
Participants: Mr. Guy Holman, Assistant Vice President, National 

| City Bank, New York | 
Mr. Hornbeck Mr. Hamilton 
Mr. Livesey * Mr. Jones 
Mr. Straight “ | 

Mr. Hornbeck said that this Government had already made repre- 
sentations to the Japanese Government in regard to the exchange 
control and trade restrictions which were being imposed in north 
China and that our Embassy at Tokyo had been instructed to make 
renewed representations on this subject. Mr. Hornbeck stated also 
that we looked with favor upon the cooperative principle; that in the 
particular matter of resistance to the trade and exchange restrictions 
announced by the Japanese authorities it seemed desirable to us that 
the various foreign banks in north China, especially the American, 
British and French banks, keep in line with each other and maintain a 
common front. With regard to the question of one of the banks han- 
dling for one of its good customers an individual transaction, Mr. 
Hornbeck suggested that it would seem reasonable that the representa- 
tives in north China of the various banks get together and evolve some 
common and uniform procedure and practice. Mr. Hornbeck con- 
tinued that the trend was toward greater willingness to protect 
national rights and interests abroad and that for obvious reasons a 
united front toward the Japanese was desirable and that action by 
American banks toward maintaining a solid front against the J apanese 

* Stanley K. Hornbeck, Adviser on Political Relations. 
“ Of the Office of the Adviser on International Economic Affairs.
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would be welcomed by this Government, although it was of course 

recognized that the bank had responsibilities of its own and had to 

protect its own interests. | | . 

Mr. Hamilton raised for discussion the complaints and implications 

which the Department has received from Chinese and other sources 

that the National City Bank is alleged to be inclined to cooperate 

with the Japanese and to tend to be non-cooperative with the Chinese. 

: Mr. Holman indicated that he was well aware of these complaints. 

He said that when the Chinese Government raised the question in June 

of 1938 that the National City Bank was bearing down heavily upon 

the Chinese currency through sales in the Shanghai market, the Na- 

tional City Bank was able at that time to satisfy the Chinese Minister 

of Finance that the bank’s exchange operations had not been in any 
way abnormal. With reference to the recent action of the National 
City Bank in Tientsin and Peiping in withdrawing from depositors 
the option of withdrawing their accounts in any local currency, Mr. 
Holman said that the bank’s action was one of self-protection inas- 
much as the bank had no idea what would happen to exchange rates 
and that in his opinion the other foreign banks were ill-advised not 
to have taken similar action. In regard to a recent complaint that the 
National City Bank was again bearing heavily on the Chinese cur- 
rency through sales at Shanghai, Mr. Holman said that the National 

City Bank had made a study of the matter which indicated that dur- 
ing the past four months the National City Bank in China had been 
a net purchaser rather than seller of Chinese currency, and he stated 
that the rumor probably arose from the fact that the National City 
Bank shipped from Hong Kong to Shanghai certain stocks of Chinese 
Government notes which it had been holding since 19387 for Chinese 
Government banks. Mr. Hornbeck suggested that regardless of what 
might be the basis therefor the Chinese Government had had since 
1982 the impression that the National City Bank was pro-Japanese 
and that it might be a good idea for Mr. Holman to place before the 
Chinese authorities the information which he had just presented to 
those at the conference in regard to the bank’s recent exchange opera- 
tions so that the bank might be relieved of the charge of bearing down 
on Chinese currency. | 

In response to a question by Mr. Hamilton, Mr. Holman stated that 
in his opinion the proposed British loan to support the Chinese cur- 
rency would undoubtedly have a strengthening effect upon the Chinese 
currency generally but that he did not think that it would materially 
affect the currency situation in north China. 

During the conversation Mr. Holman indicated at a number of 
points that the National City Bank of New York had been keeping in 
close touch with the Chase Bank at New York (which has a branch
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at Tientsin) in regard to this whole situation. In reply to a question, 
Mr. Holman said that the Chase Bank knew of the interchange of — 
telegrams of March 9 between Mr. Mackay at Tientsin and the Na- 
tional City Bank in New York; that the Chase Bank knew that he 
had planned to call at the Department this morning; and that upon 
his return to New York he would inform the Chase Bank of the dis- 
cussion which had taken place here. | 

After the conversation reported above, Mr. Holman, in conversation 
with Mr. Hornbeck, said that some of his associates entertained the 
idea that, in the realm of policy in connection with the question of the 
“open door” in China, the most practical procedure would be for the 
interested governments to make their defense of the “open door” after 
the Chinese shall have regained control in China (implying that mean- 
while any vigorous official efforts in defense of foreign—“open door”— 
interests in China should be suspended and opposing of the Japanese 
be avoided). Mr. Hornbeck replied that in our opinion such a defer- 
ring of the defense of the principle and practices of the “open door” 
might prove disastrous: anything which facilitates Japan’s operations 

_ must tend to decrease the likelihood of a regaining by the Chinese of 
control in China; if the Chinese are defeated and the Japanese acquire 
undisputed control, the “door” will, according to all present indica- 
tions, be closed, and the chances of getting it opened again would be 
small; therefore, the tendency is to discourage courses of action which 
would increase the difficulties of the Chinese and be helpful to the 
Japanese. Mr. Holman said that the National City Bank was inclined 
to favor, in various international situations, the principle of proceed- 
ing with business when and where available, without being inhibited 
by too much consideration of “theorizings”. 

693.001/522: Telegram | 
Lhe Ambassador in Japan (Grew) to the Secretary of State 

Toxyro, March 11, 1939—2 p. m. 
- [Received March 11—6: 40 a. m.] 

131. Department’s 54, March 9, 7 p. m., trade restrictions in North 
China. After carefully weighing the Department’s suggestions I have 
decided to present our representations in a formal signed note which 
will be sent to the Foreign Office this afternoon. Our note No. 1207 
dated March 11” is based closely on the contents of the Department’s 
52, March 4, 3 p. m., and 55, March 9, 8 p. m. 

* Foreign Relations, Japan, 1931-1941, vol. 1, p. 831. For the Japanese reply 
of April 13, see ibid., p. 833.
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My British and French colleagues presented formal signed notes 
yesterday on the same subject. 

Copies of all three notes will be forwarded by pouch unless I am 
otherwise instructed. 

Repeated to Peiping. 
| | Grew 

893.5151/579 : Telegram 

The Counselor of Embassy in China (Lockhart) to the Secretary 
of State 

Perrine, March 11, 19389—2 p. m. 
[ Received March 11—7: 30 a. m. | 

126. Peiping’s 122, March 8, 4 p. m. , 
1. President of Federal Reserve Bank announced yesterday, anni- 

versary of founding of bank, that reserve for foreign exchange pur- 
poses totaled 80 million yuan for America and Europe and 100 million 
for Japan (and presumably Manchukuo). This latter is believed to 
represent the Japanese credit mentioned in Peiping’s 119, March 7, 
4 p.m." and will be used in financial trade with Japan and Manchukuo. 

2. Local press announced that from today North China is divided 
into two areas, (a@) Federal Reserve Bank currency area where posses- 
sion of old legal tender is punishable (the least punishment being 
confiscation) and (6) “bandit area” where Japanese military will con- 
trol the exchange of old legal tender for Federal Reserve Bank cur- 
rency and where a further period of 2 months is to be allowed for 
such exchange. 

3. Foreign Exchange Bureau of the Federal Reserve Bank was 
inaugurated today at Peiping with branches in main ports. Accord- 
ing to the press, branch exchange bureaus are to be or have been 
established at Peiping, Tientsin, Tsingtao, Weihaiwei and Chefoo. 

4, The Chinese dollar continued firm with the following nominal 
rates quoted by an American bank, six point twenty buying and six 
point fifty selling. 

Manager National City Bank has informed me that the French, 
British and Belgian banks have agreed to adopt noncooperative atti- 
tude toward the new exchange and export measures and that his bank 
would for the time being, pending clarification and development of 
new factors, adopt the same position. I know from a wholly reliable 
source that strong pressure was exerted by the British bank to adopt 
this attitude but I believe that the exigencies of the situation might 
conceivably bring about a change in this policy. 

* British and French notes not printed. 
"Not printed.
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Repeated to Chungking and Shanghai. Code text by mail to 
Tientsin and Tokyo. | : | ) 

pO Fe | | |  Lockaarr 

893.515/1878 | | 

Memorandum of Conversation, by the Chief of the Division of Par 
_ Eastern Affairs (Hamilton) 

| Bo . _ [Wasuineton,| March 11, 1939. 

| The French Ambassador called and referred to his conversation 
with me on March 4 in regard to the currency and exchange situation 
in north China. The Ambassador said that his Government had 
decided to make representations at Tokyo. In regard to the attitude 
of French banks in north China and the question whether his Gov- 
ernment would leave to those banks decision with regard to the atti- 
tude they should take toward the new exchange regulations, the 
Ambassador said that his Government upon further consideration of 
the matter had come to the conclusion that it was very important in 
this situation that the foreign banks in north China take a common 
position and adopt a common attitude; that in as much as the British 
Government had urged British banks not to cooperate with the Peiping 
“Federal Reserve Bank”, it seemed advisable to his Government that 
French banks be similarly advised. | 

I told the Ambassador that I was very glad that he had called; that 
I was on the point of telephoning the French Embassy in regard to 
American banks in north China and the attitude they should take; 
that a representative of the American banks had called at the Depart- 
ment to discuss the situation; and that we had informed this repre- 
sentative that it seemed desirable to us that the various foreign banks 
in north China, especially the American, British and French banks, 
keep in line with each other and maintain a common front in resist- 
ance to the trade and exchange restrictions announced by the Japa- 
nese controlled authorities. I said that our attitude in the matter 
seemed in general to be substantially the same as the attitude of the 
French Government which he had just been so good as to communicate 
tome. I said that we had pointed out to the representative of the 
American banks that while we of course realized that the banks had 
responsibilities of their own and had to protect their own interests, 
action by American banks toward maintaining a solid front against 
the Japanese would be welcomed by this Government. 

M[axweti|] M. H[aminron]
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898.5151/582 

The Depariment of State to the British Embassy 

Arwr-Mémorre 

The receipt is acknowledged of the British Embassy’s aide-mémoire 
of date March 8, 1939,1* containing the statement, with reference to 
the recent exchange control developments in north China, that the 
British Government has advised the British banks concerned not to 
cooperate with the Japanese authorities in the new measures any more 
than they find necessary in order to safeguard their own interests, that 
the British Government understands that there is a tendency in 
American banking circles at Tientsin to favor cooperation with the 
Japanese, and that the British Government trusts that if this tendency 
exists the United States Government will see its way to discountenance 
it. The aide-mémoire contains the further statement that the British 
Ambassador at Tokyo has been instructed to concert with the American 
and French Ambassadors with a view to making strong parallel pro- 
tests to the Japanese Government, and the British Government ex- 
presses the hope that the American Government may see fit to send 
similar instructions to the American Ambassador at Tokyo. 

Shortly after the receipt of the British Embassy’s aide-mémoire a 
representative of American banking interests in north China called 
at the Department upon his own initiative to discuss the problem 
presented by the new trade and exchange restrictions in north China. 
He was on that occasion informed that in the matter of resistance to 
trade and exchange restrictions in north China this Government con- 
sidered it desirable that the various foreign banks there, especially the 
American, British and French banks, keep in line with each other and 
maintain a common front in so far as might be compatible with the 
safeguarding of their individual interests. 

With reference to the hope of the British Government that the 
Government of the United States might instruct its Ambassador at 
Tokyo to concert with his British and French colleagues with a view 
to making parallel protests, this Government on March 4 instructed 
the American Ambassador at Tokyo to make representations to the 
Japanese Foreign Office in regard to the matter and also suggested 
that he consult his British and French colleagues with the thought 
that they might wish to take similar but separate action. Again on 
March 9 the Department telegraphed the American Ambassador at 
Tokyo suggesting additional argumentation for use in his approach 

to the Japanese authorities. 

Wasuineton, March 13, 1939. 

%Not printed. 

278040—55——25
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893.515/1364: Telegram . 

The Counselor of Embassy in China (Lockhart) to the Secretary 
of State 

| oe Prrpine, March 138, 1989—4 p. m. 
- [Received 8:12 p. m.] 

180. Peiping’s 126, March 11, 2 p. m. 
1. Local Chinese press has announced measures of “Provisional Gov- 

ernment” to prevent the use of old legal tender banknotes. In sub- 
stance, those who possess or transport currencies other than Federal 
Reserve Bank currency (with certain minor exceptions such as sub- 
sidiary notes of Meng Cheng Bank et cetera) or circulate or intend 
to circulate such currencies shall be subject to imprisonment (from 
1 month to 10 years) or shall be fined (from $500 to $10,000) or 
both. Confiscation of old legal tender banknotes is also mentioned, 
as 1s confiscation of the agencies used in and for the possession, trans- 
portation and circulation of the old legal tender banknotes. These 
measures are promulgated for the period of 1 year from March 11. | 

2. Regulations to implement the above measures have been pub- 
lished. In substance, Chinese (including legal persons) in the “Fed- 
eral Reserve Bank currency area” are to be subjected to the control 
of Chinese police organs acting in cooperation with Japanese gen- 
darmes and this control extends to the search of Chinese banks, money 
shops, et cetera. 

Provision is also made for the search for “important” criminals and 
for ascertaining the identity of and watching those Chinese who deal 
with third power nationals in this matter of using old legal tender 
banknotes to prevent third power nationals from collecting and mo- 
nopolizing by every possible means old notes. While these regulations 
mention March 11 to 15 as the period for search, they are not restric- 
tive as to searches beyond the latter date. 

38. A member of the Embassy staff was informed by a French banker 
that the silver holdings of the foreign banks in Peiping amounted to 
10,000,000 and those in Tientsin amounted to 40,000,000 Chinese dol- 
lars. An American banker states that his bank in Peiping holds no 
silver and that, although he is not informed as to the silver holdings 
of other foreign banks in Peiping, those in Tientsin are holding ap- 
proximately 50,000,000 Chinese dollars. 

Repeated to Chungking, Shanghai. Code text to Tientsin and 
Tokyo. 

LockHART
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893.5151 /5838a : Telegram | 

The Acting Secretary of State to the Ambassador in Japan (Grew) 

_ Wasutneron, March 18, 1939—6 p. m. 

59. In view of a press report emanating from Tokyo that you had 
made new representations to the Japanese Government with regard 
to currency measures taken in north China, the Acting Secretary, at 
the press conference on March 13, referred the correspondents to our 
note of October 6” in which the issues were made clear and stated 
that you had reiterated the position established in that note, empha- 
sizing the fact that this Government believes the currency measures 
in question are not in accord with the treaty rights of the United 
States and that they operate to discriminate against American trade 
interests in north China in favor of Japanese trade interests. 

| WELLES 

398.115 Standard Vacuum Oil Co./90: Telegram | 

The Consul at Tsingtao (Sokobin) to the Secretary of State 

Tstnerao, March 14, 1939—9 a. m. 
[Received March 14—7: 30 a. m.] 

51. In reply to this Consulate’s request for berthing facilities for 

Standard Oil Company tanker, the Japanese Consul General has 
stated as follows: : 

“In reply, I have to inform you that, although the Japanese naval 
authorities concerned have paid due consideration about this matter 
in an endeavor to find some ways to afford any possible facilities, they 
have failed to come to a decision to open the wharf in question for 
some time chiefly due to the fact that the wharf is still actually being 
used for the military purpose”. 

Comparison of tone of this reply with that quoted in my telegram 
No. 31 of February 7, 4 p. m.” is respectfully invited. 

SoKoBIN 

898.515/1367 : Telegram 

The Consul General at Tientsin (Caldwell) to the Secretary of State 

Tientsin, March 16, 1989—5 p. m. 
[Received March 16—3:15 p. m.] 

35. Communication from the Japanese Consul General dated March 
14 states that from the 15th 

* Foreign Relations, Japan, 1931-1941, vol. 1, p. 785. 
*Not printed. After acknowledging the American Consul’s letter, the Japa- 

nese Consul General replied: “I have the honor to inform you that I cannot com- 
ply with your request as no foreign [vessel] is allowed to enter the great harbor 
at present.” (793.94112/221)
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) “Investigations will be carried on by the Japanese consular police 
at the border of the Japanese Concession to detect those who are in 
possession of those old currencies the circulation of which was pro- 
hibited by the Provisional Government of China on and after 1ith 
March, 1939. It is hoped therefore that all those who wish to enter 
the Japanese Concession should not carry with them the prohibited 
currencies to avoid unnecessary complications.” 

Search for old notes was begun today not only at entrances to 
Japanese Concession but also at International Bridge and other points 
on boundaries of British and French Concessions, and several foreign- 
ers, including one American to my knowledge, were required to show 
that they had no old notes but were not searched. 

At a Consular Body meeting today the Japanese Consul stated that 
it is the intention of the Japanese authorities to search foreigners 
only in case they are suspected of carrying large quantities of old 
notes for the purpose of nullifying the efforts of the “Provisional 
Government” to force the use of the Federal Reserve Bank notes; and 
that any such large quantity of old notes found in the possession of 
a foreigner will be temporarily detained and turned over to his Con- 
sular authorities, with the request that he be advised that such notes 
should not be carried into the areas under Japanese control. 

At the instance of all the consular officers of career except the Japa- 
nese (who offered no serious objection), I have sent the following 
to the Japanese Consul General: 

“I have the honor to acknowledge the receipt of your communica- 
tion dated March 14, 1939 concerning the search of persons entering 
the Japanese Concession for possession of old notes which was dis- 
cussed at a meeting of the Consular Body today and to enquire on 
behalf of my German, French, Belgian, British and Italian colleagues 
and myself whether it is the intention of the Japanese authorities to 
apply such search to our nationals whether in the Japanese Conces- 
sion or in the other districts under Japanese control. 

I have at the same time to state that while we fully recognize the 
right of the Japanese authorities to make whatever regulations they 
see fit regarding currency to be used in their Concession we cannot 
admit the right of the Japanese authorities to search our nationals for 
possession of the currency of a government which we recognize.” 

Repeated to Peiping, Chungking, by mail to Tokyo. 7 
| CALDWELL
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893.515/1369 : Telegram 

| The Chargé in China (Peck) to the Secretary of State 

Cuunexrne, March 17, 1939—9 a, m. 
| [Received March 17—7: 30 a. m.] 

183. Department’s 39, February 24,3 p.m. On March 15, 7 p. m., 
the Minister for Foreign Affairs“ told me that he had received infor- 
mation from Paris that both the French and British banks in North 
China had been instructed not to deal in Federal Reserve Bank notes 
and he inquired whether American banks would follow a similar 
course. I replied that the position of the Department of State was 
that the American banks had responsibilities in the matter with regard 
to which the American Government was not in position to interfere. 
The Minister expressed the earnest hope that American banks would 
refrain from activities calculated to assist Japanese currency meas- 
ures at the expense of the National currency and I replied noncom- 
mittally that I would keep his wishes in mind. I remarked that I 
would be particularly interested in learning just how explicit were 
the instructions issued to French and British banks. (The British 
Diplomatic Mission have expressed to me doubt whether British banks 
are prohibited by British law or regulations from dealing in Federal 
Reserve banknotes but seem to have no definite information on the 
subject. ) 

Repeated to Peiping, Shanghai, ‘Tientsin. 
. PrEck 

893.61881/146 

_ The Acting Secretary of State to the Ambassador in Japan (Grew) 

No. 1683 WasuHineton, March 18, 1939. 

Str: There are enclosed copies of two letters under date February 
95, 1939, from the Universal Leaf Tobacco Company and a copy of 
the Department’s reply thereto in regard to the difficulties which the 
Universal Leaf Tobacco Company is experiencing at Tsingtao. There 
is enclosed also a copy of a memorandum of conversation between 
officers of the Department and officers of the Universal Leaf Tobacco 
Company.” | 

The Embassy will note that the interference reported by the Uni- 
versal Leaf Tobacco Company appears to be especially flagrant in 
that the Japanese military authorities insist that the company buy 
with foreign exchange a large amount of “Federal Reserve currency” 
before permission will be given for the company to engage in trans- 

7“ Wang Chung-hui. 
22 Wnclosures not printed.
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actions involving the purchase of tobacco in Shantung and its sale in — 
other parts of China. The company states that it is the only non- 
Japanese or non-Chinese firm engaged in this particular business and 
that the requirement of the purchase of “Federal Reserve currency” 
with American dollars does not apply to its competitors. 
The Department desires that at the first appropriate opportunity 

you bring this case to the attention of the Japanese Foreign Office 
and ask that effective action be taken to remove the discrimination 
and interference complained of by the company. 

Very truly yours, | SuMNER WELLES 

893.515./1367 : Telegram . 

The Acting Secretary of State to the Consul General at Tientsin | 
— (Caldwelt) 

Wasuineton, March 21, 1939—7 p. m. 

14, Reference last substantive paragraph of your 35, March 16, 
5p.m. Department raises the question whether the present situation 
in north China or the limited authority that can be lawfully exer- 

| cised in the concessions at Tientsin by the powers holding those con- 
cessions forms any sound basis for the statement made by you on 
behalf of the consular officers of career at Tientsin excepting the 
Japanese, that you “fully recognize the right of the Japanese authori- 
ties to make whatever regulations they see fit regarding the currency 
to be used in their concession”. Please inform Department of the 
grounds upon which the quoted statement was based. 
With respect to the question of search the Department suggests that 

if a similar situation in future should give rise to the need of a state- 
ment of our position, such statement should not be limited to the denial 
of Japanese right to search Americans for a specific purpose but 
should be based on the general principle that this Government does 
not admit any right of Japanese authorities to search American citi- 
zens in China or to seize the property of American nationals in China. 

Peiping please repeat by mail to Tokyo. 
Repeated to Peiping and Chungking. 

WELLES 

*In despatch No. 3886, May 10, the Ambassador in Japan reported that repre- 
Sentations pursuant to this instruction were made to the Japanese Foreign Office 
on May 4 (893.61331/150).
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893.115/587 : Telegram | 

The Ambassador in Japan (Grew) to the Secretary of State 

Toxyo, March 23, 1939—2 p. m. 
[Received March 23—6: 18 a. m.] 

141. The Vice Minister for Foreign Affairs asked me to come to see 
him today and told me that with a desire to convenience foreign trade 
and shipping the Japanese authorities in China had decided to reopen 
the great harbor at Tsingtao to vessels of third powers on March 25 
subject to the following restrictions, these temporary restrictions being 
necessary to preserve secrecy in the case of occasional military 
movements. 

“1. Use by vessels of third powers to be temporarily restricted to 
berths numbers 4 and 5 on mole No. 1 (approximately 220 meters) for 
the loading and unloading of general cargo and mole No. 4 for the 
discharge of oil and other inflammable cargo only, such use being made 
in connection with Japanese and Chinese vessels. Restrictions on use 
of berths may be extended further in case of military necessity. 

2. Use of godowns to be prohibited temporarily, except for the pur- 
pose of customs inspection. For this purpose a godown will be pro- 
vided by the Tsingtao Harbor Company. 

3. Labor for loading and unloading to be restricted to coolies author- 
ized by the Harbor Company. 
4, Carriage of goods within harbor enclosure to be permitted only | 

to carriers holding permits from the Harbor Company. . 
5, Landing and poarding of passengers to be prohibited during 

nighttime loading and unloading oil. 
6. Passengers, merchants, seamen et cetera holding permits issued 

by Japanese authorities only to be permitted to board and land from 
ships lying at berths.” 

Repeated to Peiping for Tsingtao and to Shanghai for Chungking. 
: ) GREW 

893.515/1380: Telegram 

The Consul General at Tientsin (Caldwell) to the Secretary of State 

Trentsin, March 25, 1989—11 a. m. 
[Received March 25—8:10 a. m.| 

44, Department’s 14, March 21,7 p.m. In reply to communication 
which I sent on March 17 regarding questioning of Americans con- 
cerning possession of old notes, Japanese Consul General replied on 
March 23 that “upon representations made by this Consulate General 
manifests were issued to the Chinese Police Bureau through the mili- 
tary authorities to cease the questioning and searching of American 
citizens as to the possession of old notes”.
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This morning I have received the following from Japanese Consul 
General in reply to letter of March 16 sent as Senior Consul: “The 
search of persons entering the Japanese Concession for possession of 
old legal tender notes has been discontinued: as from yesterday, 23rd 
March, in this connection I would ask you to convey to our colleagues 
my sincere appreciation of their cooperation in the matter of pre- 
venting the circulation of old notes in the Japanese Concession”. This 
statement makes no reference to areas other than the Japanese Con- 
cession, but I have been assured orally by the Japanese Consulate 
General that it is applicable to other areas under Japanese military 
control. 

I have received no complaints from Americans regarding this mat- 
ter during the past week and believe that they have encountered little 
difficulty, although I understand from some informal conversations 

| that in some cases they have been asked whether they had old currency, 
and in one case 20 cents local currency was seized. I have not heard 
of any other seizure of old notes in the possession of any American and 
the case mentioned in my 35, March 16, 5 p. m. involved only inspection 
of a billfold which was produced on demand at a bank. 
Repeated to Chungking, Peiping, Tokyo. 

CALDWELL 

893.515/1869: Telegram 

The Secretary of State to the Chargé in China (Peck) — 

WasHineotTon, March 25, 1939—noon. 

55. Your 183, March 17, 9 a. m., and Department’s 91, March 14, 
6 p. m., to Shanghai.% On March 21 an officer of the Chinese Embassy 
called at the Department and communicated certain information 
which the Embassy had received from the Chinese Government in 
regard to the currency situation in North China and stated that the 
Chinese Government understood that the British Government had 
advised British banks in North China not to cooperate with the new 
exchange control system and that the Chinese Government hoped that 
the American Government would similarly advise American banks. 

On March 23 an officer of the Department informed the Chinese 
Embassy orally that we had talked with representatives of the Ameri- 
can banks and had made to those representatives the statement of 
views of which account is given in the Department’s telegram to 
Shanghai No. 91, March 14, 6 p. m., paragraph 3.” 

Hou 

“Latter not printed. 
* Not printed, but see memorandum by Mr. Joseph M. Jones of the Division 

of Far Eastern Affairs, March 10, p. 376.
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893.515/1881: Telegram 

The Consul General at Tientsin (Caldwell) to the Secretary of State 

Trmntstn, March 25, 1939—noon. 
[Received 5:38 p. m.] 

45. Department’s 14, March 21,7 p.m. Statement regarding rights of 

Japanese in their Concession was drafted by British Consul General 

and accepted without question or discussion by all consular repre- 

sentatives but I am not sure that any sound basis for it can be found. 

I have made inquiry of the British Consul General and will telegraph 

later if anything of value is ascertained. | 

In view of the information contained in my 44, March 25, 11 a. m., 

no further representations regarding this matter seem to be required 

at present but if they should become necessary they will be based on 

the second paragraph of the Department’s telegram under reference. 

Repeated to Peiping, Chungking. | 

CALDWELL 

698.002/864 

The Consul General at Shanghai (Gauss) to the Secretary of State 

[Extracts] 

No. 2085 Suanenat, March 29, 19389. 
[Received May 2.]| 

Sir: I have the honor to report briefly on certain parts of a recent 

publication of the Inspectorate General of the Chinese Maritime 

Customs which it is thought may be of interest to the Department. 

This publication, The Trade of China, 1938, Introductory Survey, 

was released for publication on March 23, 19389 .. . 

| In summary, it is suggested that this Introductory Survey of 

China’s trade for 1938 provides information from which generaliza- 

tions may be made regarding the effects of the first full year of hos- 

tilities upon the foreign trade of China. It indicates Japan’s steadily 

increasing power, by the occupation of China’s ports, fixing of its 

tariffs, detention of its Customs revenues, and control, by means of 

blockade and other restrictions, of its exports, to exert pressure upon 

the Chinese Government and to displace the trade of other nations 

in China. It shows that these measures have already brought about 

a large increase in Japanese trade, both proportionately and in actual 

value, and have caused decreases in the trade of each of its important 

rivals. The report brings out the significant fact that in North China 

where Japanese control is most complete the benefit to Japanese trade 

and the damage to the trade of other nations is the greatest. The
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| most disturbing fact brought out, however, is that Japan has caused 
the United States to suffer the greatest loss of China trade suffered 
by any country and has succeeded in displacing the United States 

: as the leading nation in China’s trade. | 
Respectfully yours, C. E. Gauss 

600.939/297 : Telegram 
The Secretary of State to the Ambassador in Japan (Grew) 

Wasuineron, April 5, 1939—5 p. m. 
83. Reference Peiping’s 159, March 29, 3 p. m., in regard to re- 

strictions in north China upon the shipment of furs by parcel post. 
Upon the basis of the telegram under reference and other informa- 

tion supplied you by the Embassy at Peiping the Department desires 
that you make appropriate representations at the J apanese Foreign 
Office. | 

Repeated to Shanghai, Chungking and Tientsin. 

Hou 

798,94112/241 

Lhe Chargé in China (Peck) to the Secretary o F State 

No. 2002 Perrine, April 7, 1939. 
[Received May 2.] 

| Sir: I have the honor to refer to the Embassy’s despatch No. 1920 
of February 9, 1939, and its enclosures,” in regard to the representa- 
tions made by this Embassy to the Japanese Embassy at Peiping, 
against the regulations issued by the Japanese military at Shihchiach- 
wang restricting the shipment up-country of certain commodities, 
notably kerosene. 

With reference to the last paragraph of the above-mentioned 
despatch, there is enclosed a copy of despatch No. 744 dated March 2, 
1939, together with a copy of its enclosure, received from the Con- 
sulate General at Tientsin,” indicating that the Japanese denial of 
the existence of such restrictive regulations is not in accordance with 
the facts and referring to the Chinese version of the regulations, and 
translation thereof, which were previously forwarded to this 
Embassy. 

Following the receipt of this despatch from Tientsin, the Embassy 
addressed a second note to the J apanese Embassy, dated March 13, 

7° Not printed. 
** None printed. 
** Neither printed.
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1939, a copy of which is enclosed,” reiterating the complaint of the 

Standard-Vacuum Oil Company that its business is still being 

seriously restricted by the Japanese regulations. 

In as much as the Japanese Embassy had virtually denied the exist- 

ence of these restrictive regulations in its note to this Embassy of Feb- 

ruary 2, 1939, this Embassy’s note of March 13, 1939, evidently re- 

quired clarification and in consequence Mr. Yaguchi, Third Secretary 

of the Japanese Embassy, called upon Mr. Reed © and asked whether 

any additional information could be given which would assist the 

Japanese Embassy in bringing about a complete understanding of the 

case. To complete the Department’s records there 1s enclosed a mem- 

orandum ” of this conversation between Mr. Yaguchi and Mr. Reed, 

from which it will be noted that the former stated that on occasions 

local Japanese military units issued orders without the knowledge of 

the Japanese military headquarters. | 

In conversation today, Mr. Yaguchi informed Mr. Reed that a reply 

to this Embassy’s note of March 18, 1939, was being drafted. He vol- 

unteered the information that the reply contained substantially the 

following: that the restrictions did exist; that the object was the mili- 

tary necessity of preventing the flow of supplies to enemy forces; that 

it was regretted that American interests had been affected; and that 

it was hoped that the American interests would take cognizance of the 

fact of military necessity. Mr. Yaguchi added that perhaps some 

formula could be found which would enable the American interests to 

carry on their business unrestricted. A copy of the note will be for- 

warded to the Department when received.* 

Respectfully yours, For the Chargé d’Affaires ad interim: 

| | Frank P. LockHart 

Counselor of Embassy 

893.5151/ 591: Telegram 

The Secretary of State to the Ambassador in Japan (Grew) 

| oe Wasuineron, April 12, 1989—noon. 

93. Reference Department’s instruction No. 1688, March 18, in re- 

gard to difficulties which the Universal Leaf Tobacco Company is 

experiencing at Tsingtao and which should be received by you shortly, 

and Tsingtao’s 84, April 4, 3 p. m.,” in regard to allotments of 

Shantung’s tobacco crop. 
Department suggests that you may in your approach to the Japa- 

nese Foreign Office wish to make use of the information contained in 

? Not printed. 
® Charles §. Reed, II, Third Secretary of Embassy in China. 
Dated April 21; not printed. 

@Tatter not printed,
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paragraph 2 of Tsingtao’s telegram under reference and to register | 
objection to the institution of an allotment system. 

Repeated to Chungking and Tsingtao. - | | 
. Hou 

701.9411/1157a : Telegram 

Lhe Secretary of State to the Ambassador in Japan (Grew) 

Wasuineton, April 15, 1939—1 p. m. 
95. Your 159, March 31, 6 p. m.,® paragraph numbered 2, last 

sentence. | 
1. Should the Japanese Government decide to send a naval vessel 

to visit the San Francisco or New York exposition and should there 
develop in Japan a disposition to feature in connection with such a 
visit a purpose to express thanks for the visit of the Astoria, the 
Department suggests that in your discretion you endeavor, as oppor- | 

__ tunity presents itself, to discourage the stressing of such a purpose 
by your indicating that such action would, in view of the disfavor 
with which the American public would regard what it would con- 

- sider as a political capitalizing of a courtesy gesture and an over- 
playing of the principle of “good will”, tend to react unfavorably 
upon Japanese-American relations. 

2. With reference to the project mentioned in Chungking’s 217, 
March 28, 11 a. m.,® for a visit by Prince Konoe to the United States, 
the Department feels that in view of the general state of feeling in 
this country toward Japan considerations against a visit of this 
character at the present time are of even greater weight than those 
which obtained in 1933 (see your 149, October 3, 2 p. m., 1933,3* and 
the Department’s 89, October 6, 1933”). If and as this subject comes 
up for discussion between you and Japanese officials it is suggested 
that you point out that more might be expected to be accomplished 
toward improving the relations between the United States and J apan 
through action by the Japanese Government toward putting an end 
to violation by Japanese agencies of the rights and interests of the 
United States in China than through any mere explanations or assur- 
ances conveyed to the American Government and people through 
the medium of good-will missions or otherwise. 

How 

* Not printed. 
** See vol. Iv, pp. 455 ff. 
* Ante, p. 152. 
“Foreign Relations, J apan, 1931-1941, vol. 1, p. 123. * Tbid., p. 125.
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600.939/307 : Telegram 

The Counselor of Embassy in China (Lockhart) to the Secretary 
of State | 

Pereine, April 18, 1989—noon. 
[Received 3:15 p. m.] 

191. Peiping’s 159, March 29, 3 p. m.* and Department’s 83, April 

5,5 p.m. Tientsin’s despatch 7712 [776], April 15th,® reports that 

postal authorities have received instructions permitting the use of 

parcel post facilities for transmission and delivery of certain furs. 

The types are those in which the Fur Exporters Association is said 

to be especially interested. 
Repeated to Tokyo and Chungking. 

LocKHART 

893.61331/140 : Telegram 

The Consul at Tsingtao (Sokobin) to the Secretary of State 

| Tstnerao, April 19, 1939—9 a. m. 
[Received April 20—4:30 a. m.] 

81. A representative of the Universal Leaf Tobacco Company has 

informed the Consulate that he learns the Japanese authorities are 

indicating opposition to a plan on which the company has been work- 

ing for some time to utilize the organization of the well known Jap- 

anese trading firm Okura and Company for purchase and transporta- 

tion of 1989 tobacco crop. It has been indicated that the Universal 

must enter the combine of Japanese firms mentioned in the Embassy’s 

telegram No. 623 of October 15, 10 a. m., 1938,” and come to some sort 

of agreement with these firms. 
Repeated to Chungking, Peiping. By mail to Tokyo. 

SoKoBIN 

893.6363/209 : Telegram 

The Second Secretary of Embassy in China (Clubb) to the Secretary 

of State : 

Nanxrna, April 26, 1939—11 a. m. 
[Received 11:45 a. m.] 

98. Foreign rights and interests. A report emanating from an 

informed Japanese source indicates that there is under discussion 

among concerned Japanese organizations a proposal for the establish- 

ment of a “sales control” system for the marketing of petroleum prod- 

Not printed. 
* Foreign Relations, 1938, vol. Iv, p. 67.
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ucts, to begin functioning early in May. The project reputedly would 
lead to the effecting of a semimonopolistic control of distribution from 
Shanghai. The concerns participating in the discussions are reported 
by Socony to be Taiheiyoko, Fucumhow (acts as agent for Asiatic 
Petroleum Company), Idemitsu, connected with Nippon Oil Com- 
pany, acts as agent for Standard Vacuum Oil Company in Shanghai; : 
(big importer of petroleum products into China), Mitsui Bussan 
Kaisha, and Tehsheng Hao (Sino-J apanese). 

The project is said to have its origin in the feeling of certain Jap- 
anese interests that occidental concerns have recently been obtaining 
far too large a share of trade in this part of China. A major portion 
of the chief articles of commerce, comprising petroleum products, 
cigarettes, matches, cotton goods and soap, is supplied by non-Japanese 
foreign firms. (Japanese business houses have been making some in- 
roads into the match field, but are said to be at present unable to 
take full advantage of existing opportunities in the market for cot- 
tons; in the other fields American and British products dominate.) 
A Japanese consular officer is said to have recently made a study of 
market conditions existing in the various Yangtze ports and to have 
reported that about 80 percent of the foreign goods sold comprise non- 
Japanese products. It is reported that the J apanese diplomatic 
representatives in China are opposed to the imposition of further 
restrictions on occidental interests but that certain J apanese com- 
mercial interests, suffering from competition both among themselves 
and with British and American interests, with the support of the army 
is demanding a setup which will give them a more substantial trade 
advantage. The project seems to have derived its inspiration locally 
rather than in Japan. If given effect it would presumably bring the 
occidental oil companies ultimately face to face with the same fate 
they met in Manchukuo.” | 

It will be noted that the project even as reported is still in an amor- 
phous stage. Any further pertinent information which may be ob- 
tained will be promptly reported. | 

Repeated to Peiping, Shanghai, to Tokyo by mail. 

CLUBB 

893.516/590 ; Telegram 

Lhe Consul General at Shanghai ( Gauss) to the Secretary of State 

SHaNeuwal, April 28, 1939—1 p. m. 
[Received April 28—10: 20 a. m.] 

816. The Counselor of the Japanese Embassy called on me yester- 
day afternoon, in the absence of any American Embassy representative 

“See Foreign Relations, 1987, vol. Iv, pp. 728 ff.
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here, and informed me that the “Reformed Government” is establish- 

ing a bank to be known as the Huahsing Commercial Bank with head 
office at Shanghai and branch offices at “important places”; capital to 
be $50,000,000 fully paid up; bank to deal in foreign exchange, general 
banking business, and to issue bank notes convertible to foreign cur- 
rency and to national currency; reserves to be (1) foreign currency, 
(2) gold and silver, (3) prime foreign exchange bills, and (4) bills on 
export advances. The amount of the first three items of reserves to 
be not less than 60% of the amount of the notes issued. One half 

of the capital is to be paid in by Japanese banks and the other half by 
the Reform Government. (He later said that the latter half will be 
loaned by Japanese banks to the “Reform Government” for the pur- 
pose.) A Japanese named Washio, formerly a director of the Yoko- 
hama Specie Bank and later a director of the “Manchukuo” Central 
Bank, will be vice president of the new bank. He did not disclose 
who will head the bank. He said that Washio is now calling on the 
managers of the foreign banks at Shanghai to inform them of the 
plans and to endeavor to arrange for the acceptance of the bank notes 
of the new bank, it being proposed to make deposits of national cur- 
rency in the several foreign banks to secure them in such acceptance. 
Bank is to be established May ist but will not begin operating until | 
later. 

The Counselor of Embassy asserted that the new bank notes are to 
have the same value as national currency and are to be convertible 
into national currency and foreign currencies. He denies any inten- 
tion to set up a new currency in this area and in reply to a blunt question 
said there was no intention to control exports or foreign export credits, 
but I accept these statements with considerable reserve. 

Consulate General will report developments and local bank reac- 
tions. 

Repeated to Chungking and Peiping; by air mail to Tokyo, mail to 
Nanking. 

Gauss 

493.11/2268 

The Counselor of Embassy in Japan (Dooman) to the Chief of the 
American Bureau of the Japanese Foreign Office (Yoshizawa) * 

Toxyo, April 28, 1939. 

My Dear Mr. Yosuizawa: Our records indicate that on February 3, 
1938, I called on you and asked your good offices toward persuading 
the military authorities in Peiping to evacuate Tsinghau University, 

“Copy transmitted to the Department by the Ambassador in Japan in his 
despatch No. 3865, May 5; received May 29.
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in which there is an American interest arising out of the fact that the 
University was founded in consequence of the remission by the United 
States Government of the major portion of the Boxer indemnity and 
the funds necessary for its maintenance have been obtained by reason 

_ of this action on the part of the United States. You may recall that — 
you undertook to discuss the matter with the War Office. The condi- 
tions at the University subsequent to our conversation are such as to 
raise grave doubts with regard to the intention of the Japanese military 
authorities toward preserving Tsinghua University as an institution of 
learning. Although proposals have been received by the University 
for the sale of equipment and furnishings, the University authorities 
were not in any position to respond affirmatively; and there has sub- 
sequently developed an apparent systematic effort to disperse the | 
books, scientific instruments, and other equipment and furnishings. 

We understand that Mr. Robert Winter of the University has already 
: supplied Mr. Yaguchi, of the Japanese Embassy at Peiping, with con- 

siderable information on this subject. Mr. Winter notes that on four 
different occasions detachments of Japanese troops searched the Uni- 
versity and carried away large quantities of books and instruments. 
He notes also that the interior of the chemistry building has been 
destroyed ; that all available scrap iron has been shipped away; that 
machinery in the Engineering Building has been shipped away; and 
that books and scientific instruments which were taken away from 
the University are periodically appearing in various second-hand 
shops in Peiping. 

I think you will agree with me that the state of affairs which has 
thus far prevailed should be remedied without further delay. 

Sincerely yours, | Evucenst H. Dooman 

893.515/1387 : Telegram 

Lhe Chargé in China (Peck) to the Secretary of State 

CHUNGEING, May 1, 1939—9 a. m. 
[Received May 1—7 a. m.] 

295. Following received * for transmission : 

[““]In recent weeks there has been considerable drain of forei 
exchange at Shanghai due to buying by various foreign banks. in 
the case of one British bank which has bought far beyond legitimate 
need. official complaint has been made to London with a view to 
exertion of restraining pressure. The three American banks, namely, 
National City, American Express Company, and Chase, have also 
bought at times. 

While there is no control it is clearly in the interest of all foreign 
banks to cooperate in every possible way to maintain the spirit of 

“See the Chargé’s telegram No. 296, May 1, 10 a. m., infra.
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the gentlemen’s agreement and to help to sustain the Chinese currency 

because if it should seriously break then the way would be smoothed 

for introduction of Japanese-controlled currency and practica’ exclu- 

sion of foreign banks and drastic curtailment of non-Japanese trade. 

The Japanese currency measures in North China have been having 

a very unsettling effect upon the Chinese currency. Nevertheless, 

the Japanese-sponsored currency is meeting serious difficulties and 

‘+t would seem that the best way to discredit it and thus end the | 

climax of success for similar currency adventures in Central China 

and thus maintain a measure of opportunity for other than Japanese 

trade with the occupied area is to do everything that can be done 

to sustain the Chinese currency. | | 

It is hoped that the American authorities may be in position to 

request the New York offices of the above-mentioned American banks 

to instruct their Shanghal and other branches especially in North 

China to cooperate fully in support of the Chinese currency and to 

try to limit sales of exchange to the amount of cover obtainable 

other than from the stabilization fund and to discourage prospective 

buyers of exchange as much as possible.” 

Repeated to Peiping and Shanghai. 
| PECK 

898.515/1888: Telegram 

The Chargé in China (Peck) to the Secretary of State 

| - CxuncxiNG, May 1, 1939—10 a. m. 
[Received May 1—7 a. m.] 

996. The entire text of my 295, May 1, 9 a. m., was drafted by 

Dr. Young“ and handed to me April 30 with the request that it be 

sent to the Department. While it apparently embodies the views 

of Young himself and does not purport to emanate from the Min- 

ister of Finance, nevertheless they are in close collaboration in 

currency matters and I infer the statement was prompted by Kung. 

Repeated to Peiping, Shanghai. 
PECK 

893.516/642 

Memorandum by Mr. Joseph M. Jones of the Division of Far Eastern 

| Affairs ** 

[Wasuineron,| May 3, 1939. 

The Department has been informed that there was established in 

Shanghai on May 1 a new bank known as the Huahsing Commercial 

Bank and that the Minister of Finance of the so-called “Reformed 

* Arthur N. Young, American Adviser to the Chinese Ministry of Finance. 

“4 Notation by the Adviser on Political Relations (Hornbeck) : “Used as basis 

for statement made to Mr. Holman by ’phone, V-5-39”. Mr. Holman represented 

the National City Bank of New York. 

278040—55——26
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Government” at Nanking has been named as Governor of the bank. 
The details of the organization of the new bank are probably known 
to the National City Bank, but, in case the National City Bank would 
like to have the information which the Department has received on the 
subject, the details are as follows: _ | | | 

[Here follows summary based on telegrams received. ] 
The Department is naturally interested in the position which Ameri- 

can banks with branches in Shanghai propose to take in regard to 
the new bank and its note issue. It is our impression that the establish- 
ment of the new bank is an initial step in a J apanese program for the 
establishment in central China of financial and economic control 
similar to that which the Japanese have attempted to set up in north 
China. It does not seem to the Department that advantage would 
accrue to American or other foreign banks through assisting the new 
bank in the launching of its note issue. Based on such information 

: as is now available, the Department’s position in regard to the new 
currency developments in Shanghai is identical with its position in 
regard to the Japanese trade and exchange control measures in north 
China. This position was indicated to Mr. Holman in the discussion 
which he had on March 10 with officers of the Department. While we 
recognize that American banks have responsibilities of their own and 
have to protect their own interests, the Department would welcome the 
maintenance by foreign banks in China of a united front against the 
new Japanese financial measures and the Department hopes_that 
American banks in central China will see their way clear to refraining 
from action which might assist the J apanese in establishing the new 
bank and launching the new currency. 

Mr. Holman will recall that during the course of his conversation : 
on March 10 with officers of the Department there was a discussion 
of complaints that the National City Bank was bearing heavily on 
the Chinese currency through sales at Shanghai. There has been 
received no complaint from the Chinese Government, but reports have 
been received by the Department that there has been in recent weeks 
a considerable drain of foreign exchange at Shanghai and that this 
has been due to buying by foreign banks in general. The Department 
of course has no information as to whether or not the foreign banks 
have been buying beyond their legitimate needs but we believe that 
the National City Bank would be interested in being informed of the 
reports which have come to the Department’s attention. The Depart- 
ment hopes that American banks will in so far as practicable refrain 
from action which would have the effect of weakening the position 
of Chinese Government currency. 

In as much as Mr. Holman informed us when we talked with him 
on March 10 that the National City Bank was keeping in close touch
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with the Chase Bank in regard to the currency situation in north 

China and in as much as we assume that this is being done also in 

reference to the currency situation at Shanghai, the Department would 

appreciate it if Mr. Holman would be so good as to bring to the atten- 

tion of the Chase Bank in New York the observations made to Mr. | 

Holman, as set forth hereinbefore. _ | 

893.516 /595:: Telegram 

The Ambassador in the United Kingdom (Kennedy) to the | 

Secretary of State 

Lonpon, May 4, 1939—1 p. m. 
[Received May 4—8: 40 a. m.] 

605. In the course of a conversation yesterday the British Treasury 

referred to the creation by Japan of a new reserve bank in Shanghai 

and summarized the British attitude briefly as follows: there were 

still two schools of thought within the British Government, one of 

which advocated a policy of retaliation against Japan in cooperation 

with the United States to frustrate such discriminatory Japanese 

measures; the other believed that to help China to help herself was 

still the most practical policy having regard to the present vulner- 

ability of Great Britain in the Far East. The British Treasury im- 

plied that it belonged to the latter school of thought; that it was to 

be expected when the experiment of the reserve bank of North China 

had been unsuccessful, mainly due to the stupidly high rate which was 

fixed, that the Japanese would try again at a more suitable rate. | 

Pending developments, the British Treasury seems satisfied to take no 

active steps beyond perhaps lodging protests. 
KENNEDY 

893.516/593,: Telegram 

The Secretary of State to the Consul General at Shanghai (Gauss) 

Wasuineton, May 4, 1939—1 p. m. 

143. Reference your 316, April 28, 1 p. m., 319, April 28, 5 p. m., 322, 

April 29, noon, and 328, May 1, 4 p. m.*° 

1. There are indications in the telegrams under reference that the 

funds to be used for financing the bank are customs revenues suppos- 

edly held in a “suspense account” in the Yokohama Specie Bank. The 

Department would like to have such further information as you may 

be able to obtain as to whether the customs revenues are in fact being 

so used and if so your opinion whether representations to the Japanese 

“Telegrams Nos. 319, 322, and 328 not printed.
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Government against disposal in such manner of customs revenues 
would be advisable at this time. The Department would also appre- 
ciate receiving any information you may be able to furnish in regard 
to the probable amount of customs revenue which has accumulated 
in the Yokohama Specie Bank from customs collections in central 
China, how much of this revenue remains in the form of Chinese cur- 
rency, and how much, if any, has been converted into specie or foreign 
exchange. 

| 2. It appears that, with a view to launching the new currency suc- 
cessfully, the Japanese officials concerned desire to have foreign banks 
accept deposits in the new currency and as an inducement have prom- 
ised to deposit with those banks more than enough Chinese national 
currency to cover any amount of the new notes accepted by those banks. 
It is not apparent to the Department that advantage would accrue to 
American or other foreign banks in thus assisting the new bank in the 

_ launching of its note issue. The Department concurs in your skepti- 
cism in regard to Japanese statements that there is no intention to set 
up a new currency or to control exports and export credits. 

3. In connection with the trade and exchange control measures insti- 
tuted in north China on March 11, 1939, the Department informed an 
official of the National City Bank (and indirectly the Chase Bank) 
that the Department would welcome the maintenance by foreign banks 
in China of a united front against such measures, and so far as the 
Department is aware, the American banks in north China are cooper- 
ating with other foreign banks in resisting the trade and exchange 
restrictions which have been established there. Officials of the Na- | 
tional City Bank and of the Chase Bank at Shanghai are probably 
aware of the Department’s attitude in this matter. 

4. The Chinese Embassy here has informed the Department orally 
that in the opinion of the Chinese Government the proposed currency 
move in Shanghai, if successful, would be an entering wedge for Jap- 
anese financial control and would operate against China’s interests as 
well as foreign interests; and that it would be harmful because of its 
inflationary effects. The hope was expressed that the American Gov- 
ernment would see its way clear to ask American banks not to accept the 
new notes and not to cooperate with the new bank or the new currency. 
The Embassy was informed that the Department is studying the whole 
matter. 

5. It is suggested that you state informally to officials of American 
banks in Shanghai that, based on such information as is now available, 
the Department’s position in regard to the new currency developments 
in Shanghai is identical with its position in regard to the Japanese 
trade and exchange control measures in north China outlined in para- 
graph 3 above and that the Department hopes that American banks in
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central China will see their way clear to refrain from any action which 

might assist the Japanese in establishing the new bank and launching a 

new currency. | | 

6. You are of course authorized in your discretion to confer with 

your British and other colleagues. 

| Repeated to Chungking and Peiping. Shanghai please repeat to 

Tokyo. | 
HULL 

893.516/596 : Telegram 

The Consul General at Shanghai (Gauss) to the Secretary of State 

Suaneual, May 4, 1939—7 p. m. | 
[Received May 5—6 a. m.] 

347. Reference paragraph 2 of my number 322 of April 29, noon.” 

- Despite reported promises of manager of Chartered Bank as the 

senior British bank that the British banks would consult witk the 

American banks with a view to 2 common policy in regard to accept- 

ance of new Huahsing bank notes, they failed to consult and appar- 

ently at the instance of the manager of the Hong Kong and Shanghai 

Bank the principal British banks have decided to have nothing to do 

with the Huahsing Bank or its notes. The American banks were not 

| even informed of the decision of the British banks before it became 

generally known to the latter’s customers on May ist. It is reported 

that the British banks intend to base their refusal to deal in Huahsing 

bank notes on the British orders in council (see this Consulate Gen- 

eral’s telegram 645, November 5,9 p. m. [a. m.?], 1939 46). It will be 

recalled that early in March of this year the British banks in North 

China announced their policy in regard to Federal Reserve Bank 

notes and without having first consulted the American banks sought 

to bring pressure on the latter to adopt the same attitude in the interest 

of a “common front”. 
American bankers here now seem to feel that they may eventually 

find it necessary to handle the Huahsing bank notes for their cus- 

tomers on a cautious quick conversion basis although it is believed 

that they will probably decline to accept deposit accounts from the 

Huahsing Bank for the present at least. They seem to feel that so 

long as the Huahsing bank notes are freely convertible to national 

currency or foreign exchange refusal of the foreign banks to handle 

the notes would not greatly hinder their circulation. 

While Counselor Morishima told me that there was no intention 

to establish any export or foreign exchange control, as in the North, 

it is noted that Japanese spokesmen in answering questions of press 

“Not printed.
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correspondents say there is no intention to do so “for the present” 
and this is understood to be the attitude taken by the Japanese in 
conversations with the foreign bankers. American bankers and other 
competent observers feel that the major purpose of introducing the 
new bank and bank notes is to facilitate the introduction of trade con- 
trols at a later date. This view is understood to be shared by the 
Commercial Counselor of the British Embassy. 
Repeated to Peiping, to Chungking. Code text by mail to Tokyo. 

Gauss 

893.516/599 : Telegram | | 

The Consul General at Shanghai (Gauss) to the Secretary of State 

SHANGHAI, May 9, 1939—6 p. m. 
[Received May 10—7:45 a. m.] 

3867. Reference Department’s number 148, May 4, 1p. m. It has 
been ascertained confidentially from the Customs that as of April 
15 this year customs revenues deposited in the Yokohama Specie Bank 

| or other Japanese banks totaled $199,056,000 Chinese national cur- 
rency including the Chinese currency equivalent of 9,484,000 customs 
gold units. Of the grand total $95,830,000 is held at Shanghai, $80,- 
000,000 at Tientsin and the balance at other small North and South 
China ports. The customs receive regularly from the Japanese banks 
statements of account verifying such deposits. Customs have no offi- 
cial information that any of the funds have been loaned or paid over to 
any puppet regime or otherwise disposed of or hypothecated nor have 
they any official information that the funds may have been converted 
into foreign exchange by the banks, the deposits and the bank obliga- 
tions being in Chinese national currency. | 

2. Consul Smith of my staff recently had a conversation with 
Shimada, Commercial Secretary of the Japanese Embassy, who said 
that since about September of last year the Yokohama Specie Bank 
has been converting national currency funds into foreign exchange 
as rapidly as this could be done without disturbing the market, the 
bank wishing to hold its funds in a more secure form than national 
currency which might depreciate, the Chinese Government up to that 
time having paid its loan and indemnity obligations from other 
sources and there being little likelihood that the Anglo-Japanese cus- 
toms arrangement * would be implemented in the near future. 

3, Asked whether there had been any loans against the customs 
funds and whether any portion of them had been expended, Shimada 
said that up to the present no loan has been made against funds repre- 

“Signed at Tokyo, May 2, 1988; see telegram No. 584, April 26, 1938, 3 p. m., 
from the Consul General at Shanghai, Foreign Relations, 1938, vol. 11, p. 683.
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senting the foreign loan quotas for the occupied ports; that there had 
been many requests for loans from the new Chinese Governments; but 
that while plans have been made for the utilization of surplus customs 
revenues over and above the foreign loan quotas, there has been very 
little if any actual expenditure from such funds and in no case would 
even the excess or surplus funds be expended except on carefully ap- 

proved reconstruction projects. 
4. It is not possible to reconcile the foregoing with the report that 

the “Provisional Government” at Peiping last year received customs 
revenues to the extent of $73,000,000 as stated in the Japanese press 
despatch cited in my telegram No. 319, April 28, 5 p. m.,* nor with 
a report in the Chinese press that the Vice Minister of Finance of the 
“Reformed Government” at Nanking stated to the press on April 19 
that the Reformed Government’s revenues are improving, the revenue 
from the customs now being $12,000,000 a month. These reports by 
the puppet regimes may have been meant for Chinese consumption. 
It is rather surprising that the Japanese should have allowed them | 
to be circulated as they immediately raise questions as to the disposi- 
tion being made of customs revenues. | 

5. The fact is however that the Japanese banks have received very 
heavy deposits of Chinese national currency from customs sources and 
they are able to use them in the same manner as deposits from any 
other source, for purchase of foreign exchange, loans to other banks or 
loans to puppet regimes. We cannot prove that any of the customs 
deposits have been so used but no observer here believes that the 

- national currency deposits are lying idle in the Japanese banks. 
6. The amount of foreign loan and indemnity quotas due from 

Japanese occupied ports figured by the customs on the same basis 

as quotas from Chinese ports is approximately 74,000,000 dollars 

Chinese currency. 
Repeated to Chungking and Peiping. Code text by air mail to 

Tokyo. | 
Gauss 

893.516/600 : Telegram 

The Chargé in China (Peck) to the Secretary of State 

CuunGKiNG, May 10, 1939—5 p. m. 
[Received May 10—1: 40 p. m. ] 

323. Reference Department’s telegram No. 143, May 4, 1 p. m.; and 
my telegram No. 320, May 10, 2 p.m. The Minister for Foreign 
Affairs this morning orally expressed to me the hope of the Chinese 

* Not printed. 
“Latter not printed.
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Government that American banks would do nothing that would assist 
the newly formed Huahsing Bank in Shanghai which he said had been 
created by the Japanese as a means of attacking Chinese currency. 
Repeated to Peiping, Shanghai. | | - 

| | Peck 

893.5151/600 

Memorandum of Conversation, by the Chief of the Division of Far 
| Eastern Affairs (Hamilton) 

| [| WasHineton,] May 10, 1939. 

Participants: Mr. Nisiyama, Japanese Financial Commissioner at 
New York 

Mr. Hamilton 
Mr. Ballantine © 

Mr. Nisiyama, Japanese Financial Commissioner at New York, 
called by appointment made by Mr. Suma of the Japanese Embassy. 
Mr. Nisiyama was accompanied by Mr. Ukawa of the Japanese Gov- 
ernment’s Financial Commission at New York. 

This was Mr. Nisiyama’s first call on me, and during the first 
minutes of his call we exchanged conventional remarks during the 
course of which Mr. Nisiyama stated that he had been for several 
years a director of the Yokohama Specie Bank stationed in New York 
and that some three weeks ago the Japanese Government, desirous of 
increasing its financial representation in the United States, had asked 
him to accept the position of Financial Commissioner. He said that 
he had accepted the position. After these remarks Mr. Nisiyama, 
somewhat to my surprise, brought up the question of exchange con- 
trol in north China. He inquired whether the American Government 
had made representations to the Japanese Government on the subject. 
I replied in the affirmative. He then inquired whether the Japanese 
Government had made reply to these representations. I then said that 
our general representations had been included in a note of October 6; © 

7 that the Japanese Government had made reply to that note; ™ that 
thereafter this Government had sent a further comprehensive note of 
December 31 [30]; and that that constituted the record of the ex- 
change of communications. 

Mr. Nisiyama said that he understood that American and British 
banks in north China were prepared to accept the notes of the Fed- 
erated Reserve Bank set up by the Peiping regime but that they hesi- 
tated to do so because of advice given them by the American and 

” Joseph W. Ballantine, Assistant Chief of the Division of Far Eastern Affairs. 
* Foreign Relations, Japan, 1931-1941, vol. I, p. 785. 
* Dated November 18, 1938, ibid., p. 797. 
* Tbid., p. 820.
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British Governments not to cooperate with the Federated Reserve 

Bank. Mr. Nisiyama expressed the view that it would be advisable 

| for American and British banks to accept the Federated Reserve Bank 

notes; that by so doing they could resume their normal operations and 

American and British trade would also be carried on in a normal way 5 

and that there was no desire to discriminate against American and 

British trade or business. I commented that the position of this Gov- 

ernment with regard to the exchange and trade restrictions which had 

been set up in north China was set forth clearly in this Government’s 

notes to the Japanese Government of October 6 and December 31; 

that developments since the sending of those notes had not caused us 

to modify the views expressed therein but on the contrary had 

strengthened our belief in the soundness of the position which had 

been taken by this Government. Mr. Nisiyama again expressed the 

view that it was advisable that American and British banks cooperate 

with the Federated Reserve Bank and its currency, and he stated 

that there was no Chinese Government currency in the area. I com- 

mented that in as much as north China was a part of China I saw 

no reason why Chinese Government currency should not circulate and 

be available in that area. Mr. Nisiyama continued his argumentation, 

and I finally terminated this phase of the discussion by saying that 

sn as much as this was Mr. Nisiyama’s first call I did not wish to enter 

‘nto a detailed discussion with him but would only refer him to what 

I had previously said. 

‘Mr. Ballantine then joined us, and the remainder of the conversa- 

tion was of a conventional character. 
M[axwe..] M. H[ammron] 

893.516/602 : Telegram 

The Ambassador in France (Bullitt) to the Secretary of State 

| Paris, May 12, 1989-4 p. m. 

[Received May 12—12:11 p. m.] 

932. Laurent, Vice Governor of the Banque de 1’Indo-Chine, has 

just informed me that the Japanese Government has asked British, 

French and American banks in Shanghai to deal with the new Chinese 

banks which they have created (Hua-Hsien Bank). The British banks 

have refused flatly to comply with this request; the French banks 

were instructed yesterday also to refuse; and Paris is informed that 

the American banks have replied that they will consider the question. 
Boutwirr
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893.516/603 : Telegram 

Lhe Ambassador in the United Kingdom (Kennedy) to the Secretary 
of State | | 

| Lonvon, May 12, 1939—5 p. m. 
| _ [Received May 12—2:10 p. m.] 

671. At the instance of the British Treasury, a member of the 
Embassy staff had a conversation with Hall-Patch * who is tempo- 
rarily doing Leith-Ross’ = work. Hall-Patch stated that Craigie had 
been requested to attempt to obtain assurances from the Japanese 
Foreign Office and the Bank of J apan regarding the future operations 
and conduct of the new Reserve Bank of Shanghai but the British 
Treasury does not expect to obtain satisfaction. Hall-Patch received 
the impression from Arakawa, ** that the J apanese army intended to 
use the new reserve bank as an instrument for monopolizing the 
Yangtze trade when it was opened. | a 
Hall-Patch indicated that he was concerned about this development 

since it seemed clear that the J apanese would not repeat the mistakes 
they had made with the Reserve Bank of North China. The first 
step in preventing the Japanese from gaining a monopoly of the export 
bills was to keep the reserve bank out of the clearing and this the Hong 
Kong-Shanghai Banking Corporation was in a position to do. Hall- 
Patch expressed confidence that all the British banks could be brought 
into line to present a united front and implied that the larger British 
company [companies?] would be approached as well. He went on to 
say that when Craigie had failed to obtain satisfaction from Tokyo, 
the British Government would probably approach the other interested governments with a view to obtaining a united front on the part of all | foreign banks and, if possible, the larger foreign companies as well. 

KENNEDY 

693.001/550 : Telegram 

Lhe Ambassador in Japan (Grew) to the Secretary of State 

Toxyo, May 17, 1939—5 p. m. 
[Received May 18—7: 40 a. m.] 

231. Our 177, April 14, 8 p. m.,* trade restrictions in North China. 
1, My British colleague has furnished me with the following para- 

phrase of telegraphic instructions from his Foreign Office dated May 

4m. L. Hall-Patch, recently Financial Adviser to the British Embassy in China. * Sir Frederick Leith-Ross, Chief Economic Adviser to the British Government. ° Shoji Arakawa, J apanese Financial Commissioner in the United Kingdom. Not printed ; it reported the J apanese reply of April 13 to the American note of ance 11. For texts, see Foreign Relations, Japan, 1931-1941, vol. 1, pp. 831
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18, regarding a reply to the Japanese note to him of April 18. Craigie 

concurs in these instructions. : 

“T consider Japanese arguments call for a vigorous reply. This 

might be on the following lines. 

(2) For reasons given in your note of March 10 and the United 

States note of March 11 the relevant portions of which can be suitably 

paraphrased His Majesty’s Government still regard trade restrictions 

in North China as constituting a serious discrimination against Great 

Britain in favor of Japan. | 
(3) They cannot accept the Japanese contention that question of 

treaties do not arise in this connection. The discrimination clearly 

contravenes provisions of Nine Power Treaty to which both China and 

Japan are parties. — 
(4) Whatever rights legitimately Chinese Government may have 

in the matter of trade control they are bound by this agreement. In so 

far as Peiping provisional regime purports to be a legitimate govern- 

ment it is bound to observe obligations binding on the Chinese state. 

Actually this regime is not recognized either by Great Britain or Japan 

and has no sovereign right to ignore treaties which, even if it were 

legitimate and recognized, it would be bound to observe as part of 

international obligations of China. 
(5) Moreover, His Majesty’s Government are unable to accept the 

contention implied in the Japanese note that Peiping Provisional Gov- 

ernment is acting independently in this matter and that Japanese 

attitude is limited to cooperation. This is contrary to obvious fact 

that His Majesty’s Government must continue to regard Provisional 

Government as a regime sponsored and controlled by Japanese au- 

thorities and they must hold Japanese Government responsible for 

its actions. 
(6) Please consult your United States colleague and your French 

colleague with a view to replying on these lines to the Japanese note 

and let me have your observations”. 

2. The Department will note, from comparison of the Japanese re- 

plies to our note (see my despatch 3849, April 27 **) and to the British 

note (see my despatch No. 3872, May 8 88), respectively, that in point 

of both tone and substance the former is more moderate than the latter. 

Further, the instructions to my British colleagues contemplate refuta- 

tion of certain Japanese contentions which are set forth in their 

[reply] to the British note but not in their reply to our note. Ac- 

cordingly, I cannot recommend that I be authorized to make rejoinder 

along the lines of the instructions which my British colleague has 

received. 

3. Unless the Department perceives objection, we propose to address 

a further note to the Foreign Ofiice pointing out that there has been 

little or no consideration given in [¢o?] the conditions complained of 

and requesting that these conditions which cannot be reconciled even 

with the objectives set out in the Japanese reply to our note be removed 

or corrected. 
GREW 

® Despatch not printed.
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893.516/600 : Telegram 

Lhe Secretary of State to the Chargé in China (Peck) 

| Wasuineron, May 20, 1989—2 p. m. 
92. Your 323, May 10,5 p.m. Please inform the Chinese Minister 

for Foreign Affairs orally and informally and in confidence that the 
Department has communicated to representatives of the American 
banks in Shanghai its views that, while we recognize that American 
banks have responsibilities of their own and have to protect their own 
interests, the Department would welcome the maintenance by foreign 
banks in China of a united front in refraining from action which might 
assist toward establishing the new bank and launching the new 
currency. 
Repeated to Shanghai and Peiping. Shanghai please mail to Tokyo. | 

| | Hou 

693.001 /550:: Telegram 

_ The Secretary of State to the C hargé in Japan (Dooman) | 

| Wasuineton, May 20, 1989—3 p. m. 
187. Reference your 231, May 17, 5 p. m., in regard to trade re- 

strictions in north China. It is the view of the Department that 
further representations at this time would not be likely to serve a 
useful purpose, and you may so inform the British Ambassador. 
Nevertheless, if the British Ambassador should decide to make a 
further approach and should he feel that an approach on your part 
would be helpful, the Department has no objection to your addressing 
another note to the Japanese Foreign Office along the lines indicated 
in the last paragraph of your telegram under reference. The De- 
partment appreciates your reasons for not recommending a rejoinder 
along the lines of the instructions which your British colleague has 
received. 

Hou 

893.516/601 : Telegram “ . 

The Secretary of State to the Consul General at Shanghai (Gauss) 

WasuHineton, May 20, 1939—3 p. m. 
174. Reference the Department’s 143, May 4, 1 p. m., your 347, 

May 4, 7 p. m., and Chungking’s 320, May 10, 2 p. m.* and 323, May 
10,5 p.m. 

1. An officer of the Department on May 5 informed a representative 
of the National City Bank (and indirectly the Chase Bank) that the 

* Telegram No. 320 not printed.
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Department is interested in the position which American banks with 

branches in Shanghai propose to take in regard to the Huahsing Bank 

and its note issue; that it is our impression that the establishment of 

the new bank is an initial step in a Japanese program for the establish- 

ment in central China of financial and economic control similar to 

that which the Japanese have attempted to set up in north China; 

that it does not seem to the Department that advantage would accrue 

to American or other foreign banks through assisting the new bank in 

the launching of its note issue; and that, while the Department recog- 

nizes that American banks have responsibilities of their own and have 

to protect their own interests, the Department would welcome the 

maintenance by foreign banks in China of a united front against 

the new Japanese financial measures and hopes that American banks 

in central China will see their way clear to refraining from action 

which might assist the Japanese in establishing the new bank and 

launching the new currency. 

9. In reply, the representative of the National City Bank referred 

to certain past difficulties and misunderstandings between the Bank 

and the Chinese Government and said that the misunderstandings had 

been ironed out and the Bank desired that its activities be satisfactory 

to the Chinese Government; he made no conclusive statement regard 

ing the position which the Bank will take in reference to the new 

Japanese financial measures, but he intimated that the Bank is leaving 

decision in regard to that matter, for the time being at least, to the 

Bank’s officials in China. Department is not informed regarding 

decision or current practices of the said officials. 

We are in doubt whether National City and Chase have communi- 

cated to their branches in China the views expressed on behalf of the 

Department. 

8 The American Ambassador in Paris has reported that French 

banks in central China have been instructed to refuse to deal with the 

new bank. 
4. The Department desires that you inform the American banks in 

Shanghai orally and informally of the approach made by the De- 

partment to their home offices in New York, described in numbered 

paragraph 1 above. 

5, Please acquaint Ambassador Johnson fully with this matter upon 

his arrival in Shanghai. Should you and he decide that a further 

approach by the Ambassador to the officials of the American banks in 

Shanghai would be helpful and advisable, the Department authorizes 

the Ambassador to make such an approach. 

Repeated to Chungking and Peiping. Shanghai please mail to 

Tokyo. 
HULL
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| 893.516/608 : Telegram | | 

_ The Second Secretary of Embassy in China (Clubb) to the Secretary | | of State 

_ Nawxrne, May 27, 1939—11 a. m. 
| [Received May 27—6 a. m.] 

35. Nanking’s 31, May 9, 11 a. m. Local press reports establish- 
ment yesterday of Nanking branch of Huahsing Commercial Bank 
“for the stabilization of the currency, opening up of remittances, 
expansion of foreign trade, and realization of economic cooperation”. 
Other branches are scheduled to be opened in mid-June at Soochow, 
Hangchow, Wusih, Chinkiang, Wuhu. 

Repeated to Peiping, Shanghai. | 

CLUBB 

893.516/599 : Telegram | - | ; 

The Secretary of State to the Consul General ai Shanghai (Gauss) 

Wasuineton, May 27 » 1939—2 p. m. 
| 189. Your 367, May 9,6 p.m. Inasmuch as customs revenues in 

north China have been since March 1938 payable in so-called Federal 
Reserve Bank notes and those notes have usually been at a discount 
in relation to Chinese national currency, the Department desires that 

: you endeavor to verify the information given you by the Customs to 
the effect that the Customs revenues held in Tientsin and other north 
China ports are in the form of deposits payable in Chinese national 
currency. a 

| Hou 

893.516/612: Telegram | 
The Consul General at Shanghai (Gauss) to the Secretary of State 

| SHANGHAI, May 29, 19393 p. m. 
[Received May 29—1:35 p. m.] 

441. Reference Department’s No. 189, May 27, 2 p. m., and my 367 
of May 9,6 p.m. The Financial Secretary of Inspectorate General 
of Customs today confirmed that Federal Reserve Bank notes are 
being and have continuously been accepted at par by Chinese Maritime Customs in the North China area and deposited, along with Chinese legal tender notes received, in Customs accounts with the Yokohama Specie Bank as “Chinese yuan” and the monthly report received from the Yokohama Specie Bank in Tientsin by the Inspectorate General 
“Not printed.
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of Customs reads that so many “Chinese yuan” are on deposit in the 

Customs account. He states confidentially that this term may be con- 

sidered as covering Federal Reserve Bank notes as well as Chinese 

legal tender notes and that repayment may presumably be made in 

either or both except that the portion of these deposits included in the 

“foreion loan quotas” must be paid in Chinese legal tender notes if 

the Anglo-Japanese customs agreement is implemented. 

Repeated to Chungking and Peiping, code text by air mail to Tokyo. 
Gauss 

611.939,/138 : Telegram 

The Counselor of Embassy in China (Lockhart) to the Secretary 

of State 

| Purine, June 2, 19389—4 p. m. 

[Received June 2—1 p. m.] 

257. 1. According to the Peking and Tientsin Times of May 31, 

the restriction on the transportation of certain categories of goods into 

the British and French Concessions is extended to commodities other 

than cotton yarn and cloth. The list of articles affected by the ban is 

said to include artificial silk, furs and skins, hides, hemp and woolen 

yarns. 
2. A Swiss firm in Peiping states that it has been doing a substantial 

business in dog skins for shipment to the United States and that its 

Tientsin office has recommended that no further shipments be made 

until the situation in Tientsin is clarified. 

3. Tientsin’s despatch No. 804 of May 29 * states that carpets, rugs, 

and woolen yarn and dyed raw wool belonging to an American rug 

firm were prevented entry into the British Concession. Although the 

carpet and rugs were subsequently allowed to enter the yarn and raw 

wool have not as yet been permitted to enter. The Japanese military 

are stated to be responsible for these measures. 

4, Preventing raw materials and in some cases finished products, 

from entering the Concessions may indicate that the Japanese are 

initiating an economic isolation of the Concessions. If these restric- 

tive measures continue, business will have to move out of the Con- 

cessions in a great many cases and there will be serious interference 

with the trade in which Americans are interested. 

Repeated to Chungking. By air mail to Tokyo. By mail to Tien- 

tsin and Shanghai. 
LocKHART 

“ Not printed.
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893.5151/604a : Telegram | | _ 

The Secretary of State to the Consul General at Tientsin (Caldwell) 

Wasuineton, June 2, 1989—5 p. m. 
29. The Department would appreciate an early report by naval 

radio in regard to the following: | . | 
(1) The extent to which American and other foreign banks have 

maintained a common front in refusing to purchase from exporters 
and sell to the so-called Federal Reserve Bank at the official rate 
export bills drawn on commodities subject to the exchange and trade 
control measures which went into effect in north China on March 11. 

(2) Whether the position of American and other foreign banks 
in this matter has had or in the future may be expected to have an | important or controlling influence upon the position adopted by im- 
portant American and other foreign trading interests or whether those 
interests have conducted or may be expected in the future to conduct 
their business through Japanese banks. 

(3) Is continued maintenance of a position of non-cooperation by 
foreign banks likely, in the opinion of foreign business and banking 
interests in Tientsin, to cause a modification of the trade and exchange 
control measures and an alteration in the value of the new currency. 

Please endeavor to elicit the foregoing information without dis- 
closing the fact that it is desired by the Department. | | 

Repeated to Peiping and Chungking. 
| Hui 

893.516/616 : Telegram 

Lhe Ambassador in the United Kingdom (Aennedy) to the Secretary 
of State 

| Lonpon, June 2, 1939—7 p. m. 
[Received June 2—2:23 p. m.] 

769. Embassy’s 760, June 1, 7 [5] p. m.@ British Treasury states 
that telegrams have been sent today to Tokyo and Shanghai indicating 
skepticism regarding the Japanese assurances and expressing the 
opinion that in time exchange control may be instituted and Central 
China subjected to tactics similar to those employed in North China. 
The British Ambassadors are instructed to confer with their American, 
French, Dutch and Belgian colleagues and the British banks in Shang- 
hai are to be asked to keep in close touch with their non-Axis 
colleagues of the Foreign Bankers Association with a view to ensur- 
ing non-cooperation. 
Although the British Treasury perceives little difference between 

non-cooperation and active opposition, Craigie apparently does. 
However, the British Treasury is concerned that “non-cooperative” 

“Not printed. ee oo
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united front be preserved and ready against the day when the Japanese 

show their hand. They hope that in the meantime none of the non- 

Axis foreign banks will be tempted to do special deals with the new 

Japanese bank. a 
KENNEDY 

"600.939 /329 : Telegram | | | 

The Chargé in Japan (Dooman) to the Secretary of State ® 

Toxyo, June 4, 1939—10 a. m. 
[Received June 5—6: 47 p. m.] 

259. Department’s 83, April 5, 5 p. m. via Peiping and our 170, 
April 8, 8 p. m. in regard to restrictions in North China on transmis- 
sion of furs by parcel post. The following is our translation of a note 
verbale received from the Foreign Office today : 

“The Imperial Ministry of Foreign Affairs presents its compliments 
to the American Embassy at Tokyo and has the honor to refer to the 
latter’s communication of April 8, 1939, in regard to the problem of 
refusal to accept parcel post packages of furs for transmission in 
North China. 

The Japanese authorities on the spot have been exerting themselves 
for some time now in an effort to settle this question. According to 
later reports, the parcel post packages of furs addressed to American 
dealers in Tientsin which were the matter of complaint for a while 
have been delivered to the consignees as a result of new rules issued by 
the postal authorities in North China. While cases similar to this are 
reported to have occurred recently, the authorities on the spot are at 
the present time making every effort to effect a settlement. The Min- 
istry of Foreign Affairs likewise is sparing no pains in regard to this 
problem. However, the Ministry is of the opinion that the full coop- 
eration of the American fur dealers in Tientsin with the Japanese 
authorities on the spot would contribute greatly to a settlement of the 
matter. Tokyo, June 2, 1939.” 

Sent to Chungking, Shanghai, Tientsin. 
[Dooman ] 

600.939/319 : Telegram TO 

The Secretary of State to the Counselor of Embassy in China 
(Lockhart), at Peiping 

WasHINGTON, June 6, 1939—6 p. m. 

110. Your 243, May 29, noon,® and Tokyo’s 259, June 4, 10 a. m. 

The Department would like to have as soon as possible your comment 

on the Japanese Government’s statements as set forth in Tokyo’s tele- 

® Signed and forwarded by the Counselor of Embassy in China, at Peiping. 

“Latter not printed. 
* Not printed. 
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gram under reference, and information as to whether the interferences 
with the fur trade reported in your telegram under reference have 
been or may be expected in the near future to be removed. | 

For your information, the Department is considering making repre- 
sentations to the Japanese Government covering the almost continuous 
interference by agencies and instruments of the Japanese Govern- 
ment with the fur and skin trade in north China since the occupation 
of that area by Japanese military forces. | | 
Repeated to Chungking and Tientsin. | 

: . Hon, 

893.5151/605 : Telegram 

The Consul General at Tientsin (Caldwell) to the Secretary 
| of State 7 

| Trentsin, June 7, 1989—2 p. m. 
[Received June 7—9:45 a. m.] 

82. Department’s 29, June 2, 5 p. m., repeated to this office by 
Peiping and Shanghai. 

1. According to the best information obtainable, the only banks 
which have cooperated with the Federal Reserve Bank in handling 
at the official rate export bills for commodities subject to exchange and 
trade control measures are the Japanese banks. The German bank 
has denied that it is cooperating with the Federal Reserve Bank, but 
certain American and British bankers believe that the German bank 
here and in Peiping is working with the Yokohama Specie Bank on 
the “link system” as reported in my No. 806 of May 31 to the Em- 
bassy.° 

2. The position of American and other foreign banks has compelled 
all American and other foreign trading interests handling controlled 
exports to sell export bills to the Yokohama Specie Bank or to 
Japanese and German firms; or to sell telegraphic transfers exchange 
on New York or London (instead of export bills) to the Yokohama 
Specie Bank which immediately supplies in return an equivalent 
amount of foreign exchange for “preferred imports”. The Yoko- 
hama Specie Bank is reported to be exerting pressure on exporters 
for the sale of their export bills to Japanese firms rather than to the 
bank itself. The consensus of opinion is that the attitude of the 
foreign banks has perhaps curtailed business somewhat; that it has 
forced importers in some cases to finance “link transactions”; and 
that it has prevented exporters from obtaining freely from their own 
banks so-called “export packing credits” which are not obtainable 
from the Yokohama Specie Bank, Japanese or German firms, but 
which in some cases have been extended to regular clients by British 

“Not printed.
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and American banks regardless of their not having handled the ex- 

change transactions. American and other foreign trading interests 

must continue to work through the Japanese banks or Japanese or 

German firms if they wish to do business, unless the American and 
other foreign banks alter their position. : 

3. It is not considered likely that continued non-cooperation of for- 
eign banks will effect any important alteration of trade or exchange 
control measures or the value of the Federal Reserve Bank currency, 

although some (but not all) may consider that adoption of a policy 

of cooperation would probably cause some appreciation in the value 
of this currency. | 

Repeated to Peiping, Chungking, Shanghai. 

| CALDWELL 

600.939/330 : Telegram | . 

The Counselor of Embassy in China (Lockhart) to the Secretary 
of State | 

| Prrerne, June 8, 1939—noon. 
- [Received June 9—7 a. m.] 

266. Department’s 110, June 6, 6 p. m. 
1. It would appear that there has been practically no relaxation 

of restrictions upon the fur trade in North China. In one instance 

where a form of interference was abolished, after representations, 
another was immediately instituted. | 

2. The most notorious instance of interference is that reported in 

the second paragraph of the Embassy’s 248, May 29, noon.” Accord- 

ing to a letter from the Tientsin Fur Seal Exporters and Importers 

Association, the furs arrived in Tientsin April 15 and were returned 

to Tsinanfu on May 27 as a result of the failure of negotiations with 

the Japanese military authorities at Tsinanfu, who were and appar- 

ently still are endeavoring to force the owners to provide them with 

foreign exchange equivalent to the value of the furs. 

3. The chairman of the association states that he was informed by 

an officer of the Japanese Consulate General at Tientsin that in future 

the association will be required by the Japanese military authorities 

at Tsinanfu to send a representative there to negotiate with them for 

the possible transmission of furs from Shantung to Tientsin for ex- 

port. The Chairman believes that the military authorities will en- 

deavor to force the association to provide foreign exchange equiva- 

lents of all shipments. 
4. Restrictions on the movements of furs into the British and French 

Concessions, reported in the Embassy’s 257, June 2, 4 p. m., is a recent 

* Not printed.
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instance of Japanese interference with the activities of the fur seal. 
trade. On the other hand certain shipments of furs have reached 
Tientsin without trouble or interference. er 

_ The chairman of the association comments that the owners of such 
shipments undoubtedly made some “arrangement” with the authorities 
or that shipments were made through Japanese agencies. - 

5. In the light of information received from Tientsin the Embassy 
believes that the Japanese consular authorities are endeavoring to 
some extent to effect the removal of the burdensome restrictions but 
that they are unable to bring this about because of the arbitrary and 
uncontrollable actions of the Japanese military especially in Shantung. 
As far as can be ascertained restrictions of one sort or another still 
exist and it is not believed that they will be removed in the near future 

: unless the Japanese military authorities are compelled by a superior 
authority to abandon their present position. 
Repeated to Chungking. Code text by air mail to Tokyo and by 

mail to Tientsin. , 
| LockHART 

600.939/319 : Telegram | 

The Secretary of State to the Chargé in Japan (Dooman) 

WASHINGTON, June 10, 1939—2 p. m. 
160. Reference Peiping’s 248, May 29, noon.** Please approach the 

Japanese Foreign Office and present a formal signed note reading 
substantially as follows: 

“The Government of the United States has on a previous occasion 
pointed out clearly to the Japanese Government the American interest 
in the north China trade in furs and skins. That interest, as the 
Japanese Government is aware, is three-fold: (1) American firms are 
prominent in the business of purchasing and exporting furs and skins 
from north China; (2) American consumers take the bulk of Chinese 
exports of domestic animal furs and skins and are to an important 
extent dependent upon China as a source of supply; and (3) the cur- 
tailment of exports from north China to the United States or to other 
free currency areas necessarily reduces the foreign exchange available 
for the purchase of American products. ) 
Notwithstanding the American interest involved and the repeated 

assurances of the Japanese Government that the Open Door or equal- 
ity of opportunity in China would be maintained, the fur trade in 
north China has been subjected almost continuously by agencies and 
instruments of the Japanese Government to unwarranted interference 
since the occupation of the area by Japanese military forces. Shortly 
after the Japanese occupation there were reports that monopoly rights 
for the purchase of wool and furs in Inner Mongolia had been granted 
by the Japanese authorities in that area to certain Japanese merchants. 

* Not printed.
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There were also reports to the effect that the J apanese-controlled 
authorities in Inner Mongolia had prohibited the exportation of furs 

and skins except with permission from the local authorities. It is now 

reported that an organization known as the Meng-chiang Trading 

Company is allowed a virtual monopoly of trade in Inner Mongolia, 

including the trade in furs and skins; and that that organization is 

allowed to transport to Tientsin lots of furs. and skins which it 

endeavors to sell for foreign currency. Regardless of what may be 

the facts in regard to the reported embargo and mono olies, fur 

exporters in Tientsin state that they have been able to obtain only 

small lots bought in Tientsin by Chinese dealers at irregular intervals. 

On June 28, 1938, the Peiping régime imposed an embargo, effective 

immediately, upon domestic animal hides and skins. Tientsin ex- 

porters were at that time in possession for immediate exportation to 

American purchasers of raw skins and plates valued at between four 

and five hundred thousand dollars United States currency, covered by 

letters of credit, while additional unfilled contracts at that time were 

estimated at 2 million dollars. Following representations by the Amer- 

ican Government on July 4,° July 6,” and July 16, the embargo was 

modified on July 29 so as to allow exportation of the types of furs and 

skins of principal interest to American exporters and consumers. 

Nevertheless, members of the Tientsin Fur Exporters Association 

estimate that the embargo caused them a cash loss of eighty thousand 

dollars United States currency. 
In recent months there has been a recrudescence of unwarranted 

interference with American trade in furs and skins. 

It is now reported that certain Japanese firms are combined in an 

endeavor to form a monopoly in the Province of Shantung as a means 

of forcing fur exporters to deliver to them their export letters of 

credit, thereby turning into Japanese hands the foreign currencies 

obtained from the sale of furs and skins abroad. Japanese military 

authorities are reported to have arbitrarily detained several lots of 

furs at various times in Tsinan. It is reported that in one instance , 

a lot of 139 bales was released only after the payment of a commission 

of over ten thousand dollars. At the present time it is reported that 

15 bales of furs belonging to 3 American firms are being unwarrantedly 

detained in Tientsin, reputedly at the instance of the military au- 

thorities in Shantung. 
During the month of March it was reported to the American Gov- 

ernment that the post offices in the interior of north China were 

refusing to accept parcel post packages of furs and skins and that 

parcels arriving at Tientsin were being returned to the senders. Fol- 

lowing representations by the American Government on April 8, 

1939, it was reported that the postal authorities in north China had 

received instructions permitting the use of parcel post facilities for 

the transmission and delivery of the types of furs of interest to 

American exporters and consumers. It is now reported, however, 

that the Tientsin Fur Exporters and Importers Association has been 

® See memorandum by the Ambassador in Japan, July 4, 1938, Foreign Rela- 

tions, Japan, 1931-1941, vol. 1, p. 605. 

” See telegram No. 444, July 6, 1938, 7 p. m., from the Ambassador in Japan, 

Foreign Relations, 1938, vol. Iv, p. 24. 

Man telegram No. 468, July 16, 1938, 3 p. m., from the Ambassador in Japan, 

ibid., p. 27.
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informed by the Director of Posts in Hopei by a letter of date May 
22 that, in as much as the formalities required by the authorities are 
at variance with postal procedure, furs and skins may not be shipped 
by parcel post for the present. The letter is reported to explain that 
the Japanese military authorities in Shantung do not allow the trans- 
mission of furs and skins through that province unless a permit is 
obtained directly from the military authorities. Notwithstanding 

_ the assurances of the Japanese Government in its note verbale of 
June 2, 1939, that the Japanese authorities in north China are en- 
deavoring to effect a settlement of problems relating to the fur and 
skin trade, there has been practically no relaxation of the restrictions 
of which the American Government complains. 

It appears that the principal interference with the fur and skin 
trade in north China has been caused either directly or indirectly 
by the Japanese military authorities, and it has been indicated from 
time to time by representatives of the Japanese Government that 
the interference with the trade in furs and skins has been warranted 
by military necessity. In the opinion of the American Government 
the argument of military necessity cannot repeat nor be applied in 
regard to this matter. There appears to be no reason why the 
Japanese military authorities may not enter the market and purchase 
the furs and skins which they require in open competition. The 
American Government has been forced to the conclusion that in inter- 
fering with the exportation of furs and skins from north China 
the Japanese military authorities are endeavoring to stifle competi- 
tion with the object of driving prices down, thus enabling J apanese 
authorities to purchase their requirements at lower prices than would 
otherwise be the case, and to obtain foreign exchange from direct 
exportation by their own agencies. 

The American Government protests emphatically against this con- 
tinued unwarranted interference by Japanese instruments and agen- 
cies with legitimate commerce of American citizens in China and 
requests that the Japanese Government cause this interference to 
cease.” | 

Repeated to Peiping, Chungking and Tientsin. : 
Hon 

693.001/553 : Telegram | | 

Lhe Chargé in Japan (Dooman) to the Secretary of State 

Toxyo, June 12, 1939—noon. 
[Received June 12—6: 40 a. m.] 

268. Department’s 137, May 20, 3 p. m., via Shanghai, North China 
trade restrictions. 

The British Embassy presented a note to the Foreign Office on 
June 9. We presented a note along the lines indicated today.” 

Dooman 

* Foreign Relations, J apan, 1931-1941, vol. 1, p. 848.
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898.516/630 _ | 

The Ambassador in China (Johnson) to the Secretary of State 

No. 236 Cuuncxine, June 12, 1939. 
[Received June 29. ] 

Sir: I have the honor to enclose a copy, accompanied by a transla- 

tion, of a note from the Ministry of Foreign Affairs dated June 1, 

1939, asserting that it is part of the Japanese plan in establishing 

the Hua Hsing Bank in Shanghai and issuing notes of that Bank to 

create a Japanese economic monopoly and expel the lawful trade of 

friendly powers; the Ministry requests, therefore, that the American 

Embassy take steps to oppose this project and direct American citi- 

zens to refuse cooperation with the Japanese in its execution. 

The Embassy in acknowledging the receipt of this communication 

is stating that its contents have been transmitted to the American 

Government. | 

Respectfully yours, For the Ambassador: 
Wiuys R. Peck 

Counselor of Embassy 

611.939/140: Telegram . 

The Counselor of Embassy in China (Lockhart) to the Secretary 
of State oo 

| PerPine, June 14, 19389—5 p. m. | 

[Received 7:55 p. m.] 

281. Peiping’s 257, June 2, 4 p. m. 
1. A local American manufacturer of carpets who received permit 

to export a shipment of carpets to Manila from Foreign Exchange 

Bureau was informed today by shipping agent that he could not ac- 

cept any shipments from Peiping to Tientsin as carpets could not 

enter French Concession where customhouse is situated. 

9. Tientsin’s 90, June 13, 10 a. m.,” reports arrangements for the 

establishment of customhouse outside the Concessions in Tientsin. 

Informants state this morning that they have received confirmatory 

reports from Tientsin. Until this 1s done, export shipments from 

Peiping by American interests or for the United States appear to be 

impossible under present conditions. 

3. Manager of the Standard Vacuum Oil Company, one of in- 

formants, states that his company is making arrangements for agents 

to deposit collections either in Yokohama Specie Bank in Tientsin or 

in National City Bank in Peiping if restrictions on Concessions make 

deposit at the National City Bank at Tientsin too difficult. 

* Not printed.
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Repeated to Chungking. By air mail to Tokyo. By mail to Tien- 
| tsin and Shanghai. | Be 

| | LocKHART 

893.516/654 

Memorandum of Conversation, by Mr. Joseph M. Jones of the 
Division of Far Eastern Affairs — | 

| -[Wasuineton,] June 21, 1939. 
Participants: Mr. Pinsent, Financial Counselor of the British 

_ | Embassy | a 
Mr. Adams * oe 
Mr. Jones , OS 

Mr. Pinsent stated that he had on his own initiative called on Mr. 
Hamilton a few weeks ago to discuss the attitude which foreign banks 
should take toward Japanese sponsored financial measures in central 
China, but that he had now received an instruction from his Govern- 
ment to inform the Department that the British Government has 
decided to make no further representations to the Japanese Govern- 
ment in regard to their financial manipulations in China, but that it has 
decided to approach the Governments of Belgium, France, the Neth- 
erlands, and the United States, informing them that British banks 
have decided upon a policy of “passive obstruction” to the J apanese 
sponsored financial scheme in central China and expressing the hope 
that other foreign banks in China will cooperate in maintaining a 
similar attitude. Mr. Pinsent read the text of a communication handed 

| by the Japanese Foreign Minister to Ambassador Craigie in Tokyo 
in regard to the organization and purposes of the new bank, which 
appeared to be similar to, if not identical with, the statement given to 
Consul General Gauss by the Japanese Consul General at Shanghai. 

Mr. Pinsent was told that the Department had informed officials of 
American banks in China and their home offices in New York that in 
its opinion the establishment of the Huahsing bank and the issuance 
of a new currency in central China appear to be the initial steps in the 
creation of a general system of trade and exchange control in central 
China, and had expressed the hope that American banks would see 
their way clear to refraining from any action which might assist the 
new bank and its currency and to maintaining with other foreign 
hanks a common front of resistance. 

* Walter A. Adams, of the Division of Far Eastern Affairs.
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611.939/145 : Telegram 

The Secretary of State to the Consul General at Canton (Myers) 

WASHINGTON, July 5, 1989—6 p. m. 

95. Your 10, January 17, 7 p. m.,” in regard to the inability of the 

American Silk Spinning Company to obtain supplies of Canton silk 

waste. This firm reports that there have been no shipments of Canton 

silk waste since the beginning of June because of the inability of the 

firm’s suppliers (Reiss Bradley and Company, Spalinger and Com- 

pany, and Siemssen and Company) to make deliveries from the inte- 

rior to Hong Kong; that the firm has outstanding commitments with _ 

the above named suppliers for 2150 piculs; and that continued inter- 

ruption of its supply of Canton silk waste will seriously curtail its 

operations. . | : 

Your political reports for March and April and Hong Kong’s tele- 

, gram 197, June 15, 9 a. m.,” indicate that the Japanese authorities are 

directly responsible for the situation and that it cannot be remedied 

without removal of Japanese restrictions. If upon investigation you’ 

feel satisfied that this is the case, please make appropriate representa- 

tions to the Japanese authorities, emphasizing the dependence of 

American manufacturers upon a regular supply of Canton silk waste 

and requesting that Japanese restrictions be removed to the end that 

there may be an early resumption of shipments. 

Unless you feel that it would be inopportune, the Department sug- 

gests that you utilize the occasion to express to the Japanese authorities 

concern over the continued closure of the Pearl River to commercial 

shipping in general and the desire that restrictions on trade be 

promptly removed. 
Please report by radio results of your investigation, repeating to 

Hong Kong, Chungking and Peiping. Peiping please repeat to 

Tokyo. | 

Repeated to Hong Kong, Chungking and to Peiping for repetition 

to Tokyo. 
HULu 

600.939,/347 : Telegram 

The Second Secretary of Embassy in China (Smyth) to the — 

| Secretary of State 

Perrine, July 7, 1939—5 p. m. 
[Received July 8—6: 30 p. m.] 

333. Peiping, 330, July 6, 4 p.m.” 

1. In the statement issued by the Provisional Government it is 

stated that the export control measure is believed to be the most ef- 

6 Not printed. 
™ None printed.
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fective one to eliminate the old National Government notes even from | 
foreign trade transactions; that the present revised regulation only _ 
differs from the one now in operation (covering 12 articles) in that 
the scope of its application has been extended; and that “as far as 
possible due respect should be paid to the existing contracts made in 
good faith.” | Oo 

- _ 2. Itis stated that the regulation envisaged the sale of exchange for 
“invisible trade” such as remittances to families abroad. It is ex- 
plained that the creation of a fund whereby such non-commercial re- 
mittances may be made is made possible by the ruling that the Federal 
Reserve Bank will sell for commercial purposes only 90 per cent of 
the foreign exchange purchased. While the foregoing is the ostensible 
reason for withholding 10 per cent, it appears that the Federal Re- 
serve Bank will be able to create a foreign exchange reserve corps fund 
at the expense of exporters and the exchange banks. 

8. The notice of the superintendent of customs (issued at the same 
time) states, inter alia, that exporters to countries other than Japan 
and Manchukuo must sell their exchange to exchange banks in North 
China “at the rate above the basic rate of exchange of 1 shilling 2 
pence on London in currencies other than those of Japan, Manchukuo, 
Mengchiang, and North China, for the whole amount of the mer- 
chandise valued at a fair price against Federal Reserve Bank notes.” 
Regarding exports to Japan and Manchukuo, exporters should sell ex- 
change at par for the whole amount of the merchandise valued at a 
fair price against Federal Reserve Bank notes. | 

4, The list of imports to which preferential allotment of exchange 
will be made includes 71 items not mentioned in the previous list. 

5. So far there has been little reaction in foreign business circles 
here other than extreme pessimism as to the future of non-Japanese 
business in North China. Yesterday the market in Tientsin weakened 
slightly but today is slightly easier. The telegraphic transfer selling 
rate 1s 97gths and the buying 101th for national currency. Federal 
Reserve Bank currency is at only 4 per cent discount. One observer 
has suggested that the extension of exchange and export restrictions 
are imposed at this time because Japan is convinced that none of the 
powers will undertake economic reprisals. 

Repeated to Chungking and Shanghai, by air mail to Tokyo, by mail 
to Tientsin, Tsingtau, Tsinanfu, Chefoo. 

SMYTH
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611.939/154 : Telegram a 

The Consul General at Canton (Myers) to the Secretary of State 

Canton, July 12, 1939—3 p. m. 

| . [Received July 12—1: 53 p. m.] 

76. Reference Department’s 25, July 5, 6 p. m. and [26,] July 11, 

6 p.m.” This morning I called upon the Japanese Consul General 

and made representations both in regard to the matter of the silk waste 

and the closure of the Pearl River. A memorandum embodying these 
representations was left with my colleague. 

The Consul General replied in substance that the Pearl River con- 

tinues to be kept closed for military reasons (mentioning in that con- 

nection that the delta has not as yet been completely occupied), that the 

Japanese authorities have refused applications from Japanese for the — 

export of particular goods (several American applicants have been 

refused permission to reexport cargo), and that he regretted that it 

was not possible to do anything in the case. 
~ In the discussion which followed he indicated that the Japanese : 

authorities exercise close control over local Japanese trade and that | 

the trade is restricted. With regard to the reported export to India : 

| of raw silk he appeared to have no knowledge but stated that with a 

| view to affording relief to farmers and others engaged in the indus- 

try the authorities had instructed a certain firm (Mitsui) to purchase 
silk and has permitted export to Japan. | 

A detailed report will be sent by air mail.” 

| Repeated to Hong Kong, Chungking and Peiping for repetition to | 

Tokyo. | 
7 Myers 

611.939/159 , | | 

Memorandum by the Chief of the Division of Far Eastern Affairs 
(Hamilton) of a Conversation With the Counselor of the Japanese 
Embassy (Suma) | 

[Wasuineton,] July 13, 1939. 

Mr. Suma called at his request. Mr. Suma said that following our 

conversation of several days ago the Embassy here had sent a tele- 

gram of inquiry in regard to the inability of the American Silk Spin- 
ning Company to obtain supplies of Canton silk waste. Mr. Suma 
said that the Embassy had now received a reply to the effect that the 
Pearl River was closed for the moment; that this of course affected 
adversely the export from the Canton area of all commodities, includ- 

® Latter not printed. : 
©. Not printed.
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ing silk waste; and that he understood that for the time being some 
| silk waste was being exported by “their man”. 

: I asked Mr. Suma whether the expression “their man” meant that 
Japanese were exporting silk waste whereas nationals of other coun- 
tries could not. When he intimated that this was the case at present 
I said that this was out-and-out discrimination; that this Government 
had made repeated representations to the Japanese Government in re- 
gard to the discriminations in favor of Japanese and against American 
and other nationals which were being put into effect in various areas 
of China; that, in reference to his statement that the Pearl River was 
closed for the moment, I would comment that the river had been 
closed for months already and that during these months our reports 
indicated that Japanese shoppers and merchants had gone to Canton 
in numbers far exceeding the number there before the hostilities began. 
I said that we could perceive no basis whatsoever for continuance of 
these conditions, 

M[axweti] M. H[amimron] 

893.51/6951 | 

Memorandum by Mr. Joseph M. Jones of the Division of Far 
:  Kastern Affairs 

| | [Wasuineton,] July 13, 1939. 

Recent Financia, anp Economic DrvELOPMENTS IN CHINA AND 
| THEIR SIGNIFICANCE | 

North China | 
The new trade and exchange control measures which are to become 

effective July 17 in north China provide that the foreign exchange 
accruing from all export transactions must be sold to the Federated 
Reserve Bank at the official rate of 1s. 2d. (2714 cents), either directly 
or through exchange banks. (Since March 10 a similar control has 
been applied to 12 selected items.) The Federated Reserve Bank 
promises to sell to individuals or to banks import exchange up to 90 
percent of the export exchange purchased (instead of 100 percent 
as has been the bank’s promise since March 10—the change is prob- 
ably made in order to allow the banks to acquire foreign exchange 
reserves). The Bank maintains a list of articles, however, for which 
preferential treatment is granted in the selling of import exchange 
and maintains discretion in the matter of selling import exchange. 
As a result of these measures, then, full import and export control is 
established in north China in support of an unbacked, fiat currency 
pegged to the yen at par. 

It appears that American banks and merchants in north China will 
either be obliged to cooperate in the new measures or retire from the
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field. Since March 10, American and other foreign banks have re- 

fused to cooperate with the Federated Reserve Bank and have refused 

to finance the export of commodities subject to official control, but they 

have had something to live on: the financing of uncontrolled com- 

modities, financing exports of controlled commodities for which con- 

tracts were made prior to the imposition of control, et cetera. But 

now they must either cooperate or surrender their major business— ; 

the financing of foreign trade. Since March 10, American merchants 

in north China have been occupied in exporting uncontrolled com- 

modities and in exporting controlled commodities on a link basis, 

financing being done by Japanese banks and trading companies. 

They may endeavor to continue this business, cooperating with the | 

local control, but according to a telegram from the American Cham- 

ber of Commerce in Tientsin, American merchants feel that if they 

deal with Japanese banks and agencies they will be discriminated 

against in favor of J apanese competitors, a fear probably well- 

founded. | | | 

It appears from the foregoing that we have reached a point where 

the intangible obstruction of foreign banking and commercial inter- 

ests to Japanese economic and financial schemes must decline and 

probably cease. This Government does not appear to be in a position 

9 ask American banks to continue a policy of non-cooperation with 

the Japanese authorities in trade and financial matters when com- 

pliance would virtually mean their elimination from business. Even 

if the British-Japanese negotiations in regard to the Tientsin affair 

do not result in British capitulation on financial matters, the new 

trade and exchange control measures will probably overcome foreign 

obstruction of this nature. Although the removal of this obstruction 

will probably have few important economic effects, the effects of this 

development upon China’s morale, upon the loyalty of the masses in 

north China, may be serious. This would seem to suggest the impor- 

tance of devising some immediate measure, either of retaliation 

against Japan or of assistance to China, to offset the effects of the 

crumbling of foreign obstruction to Japanese financial schemes in 

north China. Incidentally, it may be noted that the extension of 

export and trade control in north China will probably cause a further 

drastic decline in north China’s already severely reduced foreign 

trade. 

Chinese Government Areas 

In an endeavor to balance her foreign payments, stimulate exports, 

and conserve reserves of foreign exchange, the Chinese Government 

on July 2 announced the immediate imposition of sweeping import 

prohibitions and revised measures of import and export control. 

Commodities listed under 237 tariff items, mostly luxuries and un-
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necessaries, were prohibited except under special permits issued by 
the Ministry of Finance. (According to the Ministry of Finance, 
imports of the banned items in 1938 were valued at United States 
$68,000,000.) Provision was made that the Bank of China and the 
Bank of Communications should buy the export exchange accruing on 
all commodities (except tung oil, tea, bristles, and mineral ores—com- 
modities tied up with loan and barter arrangements) at the official 
stabilization rate (2914 cents) plus the difference between the official 
rate and the market exchange rate (meaning virtually the open mar- 

_ Ket rate). Purchases of exchange accruing from exportation of the 
four excepted commodities is to continue at the official stabilization 
rate. On the import side applications for exchange for imports are 
to be considered by an exchange examination committee in Chungking 
and exchange may be granted by the Bank of China and the Bank of 
Communications at rates to be announced from time to time by the 
two banks, the rates to be official stabilization rates plus the difference 
between these rates and the open market rates (virtually the open 

| market rates). So | | | 
The new measures practically recognize the open market rate; they 

accept it for practical purposes. The measures should go far toward 
stimulating exports from Chinese Government areas—the exchange 
accruing to the Chinese Government for its money needs—and toward 
cutting down imports of all but vital needs connected with national 
defense. These measures, together with the modification of exchange 
policy adopted recently (that of blocking bank deposits and offering 
less support to the Chinese currency in the open exchange market) 
appear to indicate that the Chinese Government is “digging in” for 
a long siege and is determined to conserve her resources. These steps 
might logically have been taken long ago, but it appears that the 
Chinese Government has been following a policy suggested by its 
foreign advisers. The new policy will undoubtedly deal a severe 
blow to foreign trade and investments, but it seems to be the logical 
policy for China to follow. 

600.989/358 : Telegram 
Lhe Secretary of State to the Consul General at Tientsin (Caldwell) 

WasHineton, July 14, 1939—5 p. m. 
47. Your 150, July 11,2 p.m. The Department would appreciate 

a prompt report by naval radio giving your estimate in regard to the 
probable effects which the extension of export and exchange control 
to cover all commodities may be expected to have upon American and 

* Not printed.



UNDECLARED WAR 427 

other foreign banks operating in north China. In arriving at your 

estimate you may consult the American banks concerned, but the De- 

partment desires that if possible you avoid conveying the impression __ 

that your inquiries are other than informal and on your own initiative. 

Repeated to Chungking, Peiping, and Shanghai. | 
| — Au 

600.639/354 : Telegram : 

The Consul General at Tientsin (Caldwell) to the Secretary of State 

Trentsin, July 15, 1939—1 p. m. 
| | [Received July 15—6: 30 a. m.] 

153. In response to inquiries made, as instructed in last paragraph 
of Department’s 47, July 14, 5 p. m., American bank managers have 
stated that if their present policy is maintained they may expect to 
have no business of any importance here after about September, the 
gradual decrease being due to extensions granted by the Federal 
Reserve Bank to exporters of rugs and possibly a few other com- 
modities. | 

The same view was expressed to me by a British banker a few days 
ago in the course of a casual conversation, during which he also ob- 
served that it is unfortunate that no banking expert is to participate 
in the Tokyo negotiations, and gave me the impression that the British 
banks are not disposed to alter their present policy of noncooperation 
with Federal Reserve Bank. | 

The manager of the principal French bank here yesterday during a 

chance conversation expressed the same view as the British banker just 

mentioned, and insisted that the banks must maintain their present 

stand on this question, stating that his bank made a large profit last 

year and can afford to endure even a long period of no profits for the 

sake of the principle involved and the future position of the bank. 

Strong exception to this attitude was taken by a Swiss merchant, who 

is an important exporter of straw braids to the United States, and 

who advocated a policy of cooperation with the Federal Reserve Bank, 

pointing out that at present he is unable to obtain the usual assistance 

from the bank with which he regularly does business and must go to 

the Yokohama Specie Bank, and that there are many firms not finan- 
cially able to survive long under present conditions. 

Further inquiries will be made and any information of value will 

be telegraphed promptly. 
Repeated to Chungking, Peiping, Shanghai; airmail to Tokyo. 

CALDWELL
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893.515/1404 | | | 

| The Depariment of State to the British Embassy 

| A1wE-MéMore | 

| Reference is made to the British Embassy’s aide-mémoire of July 12, 
1939, in regard to the problem of currency in north China. 

The Government of the United States continues to be seriously con- 
cerned with the fundamental issues presented by the present situation 
in the Far East and its attitude toward those issues remains un- 
changed. | 

Having in mind the fact that the discussions which are shortly to 
take place at Tokyo between the British and Japanese authorities grew 
out of and relate to the question of administrative control of the Brit- 
ish Concession at Tientsin, the Government of the United States does 
not feel that it is in position at this time to give an undertaking to 
instruct its representative at Tokyo to participate in the discussions 
in regard to the subject of currency matters, if and when that subject 
is raised. ‘The question is, however, as indicated in the British Em- 
bassy’s atde-mémoire, one of concern to the Government of the United 
States. This Government understands that the British Ambassador 
at Tokyo has informed the American Embassy there that he will keep 
the Embassy informed in regard to any developments which may 
arise on that subject. On the basis of such information this Govern- 
ment would expect to study the matter with a view to offering such 
suggestions as it might deem to be helpful. 

Aside from the question of the proposed discussions in regard to— 
the British Concession at Tientsin, the Government of the United 
States has received a telegraphic communication from the American 
Chamber of Commerce at Tientsin * referring to the recently promul- 
gated regulations of the provisional regime at Peiping to the effect 
that as from July 17 all export commodities in north China will be 
subject to control. The Chamber indicated that no export business 
could be done without compliance with these regulations. The 
Chamber stated that it is asking that American banks cooperate in the 
execution of the regulations to the extent of facilitating the linking by 
American firms of exports and imports. The Chamber is convinced 
that if this is not done American business must suffer curtailment if 
not cessation. 

Reference is made in this connection to the British Embassy’s aide- 
mémoire of March 8, 1939, and to the Department’s aide-mémoire 
in reply of March 13, 1939, in regard to the maintenance by the various 

* Not printed.
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foreign banks in north China, especially the American, British, and 

French banks, of a common front in reference to trade and exchange 

restrictions in that area. ‘The Government of the United States would _ 

appreciate the receipt of an expression of the views of the British 

(Jovernment in regard to the effect which the imposition of the new 

export regulations, effective as from July 17, is likely to have upon 

British and other foreign banks in north China and in regard to the 

attitude which the British Government may feel it advisable for | 

British banks to adopt in the light of this new development. 

WASHINGTON, July 15, 1939. | | : 

893.515 /1407 ae 

Memorandum of Conversation, by the Under Secretary of State 

(Welles) | 

| [Wasuineton,]| July 15, 1939. 

The British Ambassador called this morning at my request. I 

handed to him the aide-mémoire dated July 15 ® which I told him was 

in the nature of a reply to the British Embassy’s aide-mémoire of July | 

12* in regard to the currency problem in North China. 

The Ambassador read the aide-mémoire very carefully and then 

said that he fully appreciated the position of this Government. He 

said that it was obvious to him that this Government, both for reasons 

of policy and public opinion in this country, as well as because of 

the very essence of the question involved, would naturally not be pre- 

pared to participate in negotiations held in Tokyo between Great 

Britain and Japan and which were the outgrowth of purely local inci- 

dents in Tientsin affecting the administration of the British conces- 

sion in that city. 
I also gave the Ambassador to read that portion of the memo- 

randum of the conversation held with the Japanese Ambassador by 

the Secretary of State on July 10 which runs from page 4 down 

to the middle of page 9. The Ambassador read this memorandum 

very carefully and expressed his appreciation at my having per- 

mitted him to see it. 
The Ambassador said that he had no information from Europe of 

any importance during the past three or four days. 
S[umner] W[Ettss | 

* Supra. 
“Not printed. 
& Foreign Relations, Japan, 1931-1941, vol. 1, p. 656; see first paragraph, p. 657, 

through first paragraph, p. 659. 

278040—55-——28
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611.989/168 mn . De 
Memorandum of Conversation, by the Chief of the Division of Far 

| Eastern Affairs (Hamilton) 

| oe [Wasuineton,] July 19, 1939. 
During a call by Mr. Suma he referred to the inability of the 

American Silk Spinning Company of Providence, Rhode Island, to 
obtain supplies of silk waste from Canton, with regard to which I 
had previously spoken to Mr. Suma. Mr. Suma said that the Em- 
bassy had received a cable from the Japanese Foreign Office to the 
effect that the Japanese Government was giving special study to the 
situation at Canton and to the effects of that situation on American 
commerce. He said that according to the message which the Embassy 
had received from the Foreign Office the Japanese Government was 
looking into the whole matter with a view to expediting the opening 
of the Pear] River. I said that I hoped that this further consideration 
of the matter by the Japanese Government would show early and 
effective results from the point of view of removing the causes of 
complaint. . | 

a M[axweti] M. H[ammron] 

393.115 Tung or Wood Oil/21: Telegram 

The Secretary of State to the Consul General at Hankow (Spiker) 

a Wasuineron, July 24, 1989—7 p. m. 
5¢. The Department has recently received from various American 

dealers in wood oil requests for further action with a view to obtain- 
ing the removal of existing restrictions on the movement from 
Hankow to Shanghai of the product named. 
According to information received by Spencer Kellogg and Sons 

from their Hankow office there has been obtained by the German Gov- 
ernment from the Japanese Government a permit to ship from 
Hankow 2,500 tons of ramie. 

Please investigate and inform the Department whether shipments 
or arrangements for shipments from Hankow of other than Japanese 
cargo have been made, together with your recommendations of such 
action as in your opinion might be appropriate and practicable to the 
end that American-owned goods now in storage at Hankow be shipped 
to Shanghai. 

Sent to Hankow. Repeated to Chungking, Peiping and Shanghai. 
Hoy
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893.515/1449 | 

The British Embassy to the Department of State 

Air-Memorms 

His Majesty’s Embassy duly communicated to the Foreign Office 

the enquiry contained in the State Department’s note of July 15th as 

to the views of His Majesty’s Government in the United Kingdom 

regarding the effect which the imposition by the provisional regime 

in Peking, as from July 17th, of new export regulations was likely to 

have on British and other foreign banks in North China and as to the 

attitude which His Majesty’s Government felt it advisable for British 

banks to adopt in the light of this new development. a 

His Majesty’s Embassy has now been instructed to inform the State | 

Department that in the view of His Majesty’s Government the effect 

of the new export regulations in North China must be to bring the | 

business of foreign banks to a standstill and to give the Japanese a 

power to stop foreign trade in so far as it competes with Japanese 

trade. The general attitude of His Majesty’s Government is that, as 

at present advised, they see grave difficulty in finding any acceptable 

intermediate position between | 

(a) complete surrender to the view that they must acquiesce in the 

elimination of British trade and interests in China and must assist 

Japanese in their anti-Chinese action, and | 

(b) the refusal to contemplate any concessions of principle. 

To give the Federal Reserve Bank currency legal tender in the Brit- 

ish concession would, His Majesty’s Government feel, be held to be 

tantamount to recognition of the puppet government and inconsistent 

with His Majesty’s Government’s relations towards the legal govern- 

ment in China. His Majesty’s Government are informed that the 

British banks feel that they cannot reasonably be asked as a business 

proposition to hand over export bills to the Yokohama Bank at an 

artificial rate in anticipation of being given import exchange at the 

same rate since by so doing they would in effect be buying Federal 

Reserve Bank currency at a price far above its value without any 

security. The banks further point out that if the exchange regulations 

were relaxed so as to fall into line with those prevailing in Manchuria 

British trade and banks in North China would suffer the same fate as 

British trade and banks in Manchuria. His Majesty’s Government 

are also informed that the British Community in Tientsin have ex- 

pressed the view that to give way on the questions of currency and 

silver reserves would jeopardize the currency, undermine Chinese re- 

sistance and give to the Japanese an even greater stranglehold on trade 

in North China than they now possess. 

His Majesty’s Government feel that it is of the greatest importance 

that the American banks should adopt a common policy with the
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British and French banks and trust that the United States Govern- 
ment will be prepared to take whatever steps they can to ensure that 
such a common policy is maintained, more especially since, in the view 
of His Majesty’s Government, any other course will have very serious 
effects not only on the Chinese power of maintaining the war, but 
ultimately on all foreign trade and banking interests. 

His Majesty’s Ambassador in Tokyo will keep the United States 
Chargé d’A ffaires there fully informed in regard to any developments 
which may arise in regard to currency during his discussions with the 
Japanese Government, and due note has been taken of the readiness 
of the United States Government to offer such suggestions as it may 
deem to be helpful. In this connexion His Maj esty’s Government 
trust that the United States Government will agree that it is very 
desirable that it should be made clear to the J apanese authorities, 
in whatever way the United States Government deem most appro- 
priate, that the question of currency is, as stated in the State Depart- 
ment’s note under reference, of concern to the United States just as 
it is to the United Kingdom and France. | 

In regard to the related question of the silver reserves the view 
of the French Government, with which His Maj esty’s Government _ 
agree, is that neither the banks nor the authorities of the respective 
Concessions at Tientsin can dispose of these deposits without the 
consent of the depositors and that the only satisfactory solution is to 
place the silver under seal, a solution which has already been dis- 
cussed with the Chinese authorities very secretly, and to which they 
are prepared to agree. While His Majesty’s Government and the 
French Government are both directly concerned in this question, His 
Majesty’s Government presume that it is also of concern to the United 
States Government in view of the political and economic repercus- 
sions which the disposal of the silver must necessarily have. They 
would therefore be grateful to receive any observations which the 
United States Government may feel disposed to offer in this 
connexion. 

Wasuineton, July 26, 1939. 

393.115 Tung or Wood Oi1/22: Telegram 

Lhe Consul General at Hankow (Spiker) to the Secretary of State 

Hanxow, July 26, 1939—9 p. m. 
[Received July 27—9:40 a. m.] 

174, Department’s 57, July 24,7 p.m. There are stored at Hankow 
awaiting shipment 3601 long tons of American owned wood oul, the 
property of three American firms, the Werner G. Smith Company of 
Cleveland, Spencer Kellogg and Sons of Buffalo and O. E. Vongehr,
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a China Trade Act firm, all having offices in Hankow. This wood oil 

is valued at more than dollars 1,734,000 United States currency. The 

bulk of it has been here since 1937. The Consulate General on July 

19 made separate formal representations to the Japanese Consulate 

General requesting on behalf of the three American firms facilities 

for shipment of their wood oil and pointing out the considerable 

financial losses already suffered from its enforced detention at Han- 

kow. A similar request made by the Consulate General at Shanghai 

in May for shipment of part of this wood oil (340 tons owned by 

O. E. Vongehr) was refused by the Japanese authorities in June on 

the ground that “commercial navigation on the Yangtze is still pro- 

hibited on account of military operations”. I am not optimistic about 

the results of representations made here. 

| 9. The local representatives of the three American firms agree 

| - that the best means of getting their wood oil to Shanghai is for them 

to charter the necessary floating equipment either a tanker or lighters 

at Shanghai and for this equipment to be escorted from Shanghai 

to Hankow and back to Shanghai after the wood oil has been placed 

aboard by the next American vessel to make the trip. It is understood 

that an American gunboat probably will be leaving Shanghai for 

Hankow some time next month. | 

3. The Japanese are exporting and importing by the Yangtze in 

considerable quantities. Japanese products can be bought in scores of 

Japanese shops in Hankow. Chinese produce usually confiscated or 

acquired at forced low rates from Chinese owners is being shipped to 

Japan. The shipment of this American wood oil from Hankow will 

be opposed by the Japanese who wish to force the American owners to 

sell to them at prices far below the market. 

4. If the American naval authorities are agreeable I believe that the 

measures described in the second paragraph of this telegram are prac- 

ticable and I hope that the Department will feel that it can urge them 

on the Japanese authorities at Washington and Tokyo. | 

5. The loading of 2500 tons of China grass (ramie) destined for 

Germany is being effected today. The bales are marked Hamburg and 

will be reshipped to that port from Kobe. The cargo being loaded here 

belongs to Arnhold and Company, the Nivea Company, and Bunge and 

Company, British firms, and Schnabel, Gaumer and Company and 

Carlowitz and Company (German firms, although ramie belonging to 

other companies is included in the total amount). Rohde and Com- 

pany are handling the shipment at thisend. It is understood that the 

German authorities in their negotiations for the export of this cargo 

maintained that it is required by Germany for military purposes. 

Repeated to Chungking, Peiping, Shanghai. Shanghai please re- 

peat to Tokyo by air mail. 
SPrKER
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893.115 Tung or Wood Oi1/13: Telegram = 

Lhe Consul General at Hankow (Spiker) to the Secretary of State 

- | Hankow, July 29, 19839—3 p. m. 
| [Received July 29—10: 35 a. m.] 

177. My July 26,9p.m. J apanese Consul General states that J ap- 
anese authorities concerned are now discussing possible means for 
shipment from Hankow of wood oil belonging to the three interested 
American companies. - | , 

Repeated to Chungking, Peiping, Shanghai. Shanghai repeat to 
Tokyo by airmail. | | a 

oe | | SPIKER 

393.115 Tung or Wood Oil/28 : Telegram | 
Lhe Secretary of State to the Consul General at Shanghai (Gauss) 

| OO WasuHineton, July 29, 1939—8 p. m. 
270. Hankow’s 174, July 26, 9 p.m., wood oil at Hankow. , 
1. The Department has been requested by the National Paint, Var- 

nish and Lacquer Association on behalf of Werner G. Smith Company, 
Spencer Kellogg and Sons, Inc., and S. L. Jones and Company to lend 
its assistance in obtaining permission for one vessel to proceed to 
Hankow or other points on the Yangtze to bring out wood oil belonging 
to these firms. It is desired that you consult representatives of these 
and other interested firms (the Department has also been approached in regard to wood oil held at Hankow by Bunge North American Grain Corporation and Pacific Vegetable Oil Corporation which claims to be the owner of oil shipped by O. E. Vongehr) and, if they indicate will- ingness to charter the floating equipment needed, that you approach 
the appropriate J apanese authorities with a view to arranging for the transport of the wood oil to Shanghai. 

2. With regard to paragraph 2 of Hankow’s telegram under reference, the Department perceives no need for providing American 
naval escort and believes that such action would not be desirable. 

8. In your approach to the Japanese authorities you should outline 
the history and status of the wood oil in question and state that the 
Department is being pressed not only by the owners of the oil but also by members of the paint and varnish industry. You should also point out that the oil is perishable and that the continued 
prevention of its export and the consequent spoilage of the oil can be of benefit to no one. You should if possible avoid a discussion of the general question of navigation on the Yangtze and should of course avoid any commitment which might prejudice either future 
similar requests or the position of this Government in regard to the 
general question of navigation on the Yangtze.
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4, It is of course desired to avoid the appearance of discrimination 

between various American owners of goods held in Yangtze ports. 

It appears that wood oil, in view of its perishable nature and of the 
fact that the American owners are prepared to provide a vessel to 
transport their cargo, may be considered to be entitled to special 
consideration. However, depending upon the capacity of the floating 

equipment to be employed and the attitude of the Japanese authori- 

ties, it might be found practicable to arrange also for the transport 

of other American goods which are awaiting shipment to Shanghai. 

5. If and when you have made a definite approach to the Japanese 
authorities, Tokyo is requested, upon the receipt from you of advice 
that you consider such action would be likely to be helpful, to take 

the matter up also with the Japanese Foreign Office. | 
Sent to Shanghai. Shanghai please repeat to Tokyo. Repeated 

to Hankow, Peiping, and Chungking. | | : 

| | Hui 

893.515/1450 ae | ) 

Memorandum by the Chief of the Division of Far Eastern Affairs 

(Hamilton) of a Conversation With the Counselor of the British 

Embassy (Mallet) | - 

| [Wasuinoton,] July 31, 1939. 

Mr. Mallet telephoned this morning and said that the Embassy was 

pressed for information as to the Department’s attitude in regard 

to the questions raised in the British Embassy’s aide-mémoire of July 

96 in regard to the currency situation in north China. This after- 

~ noon Mr. Mallet called in regard to the same subject and said that 

his Government was desirous of being informed whether the De- 

partment concurred in the view expressed in the British Embassy’s 

aide-mémoire of July 26; that the British Government hoped that, 

if it should take a strong line, it might count on this Government’s 

support, especially in view of the fact that the United States had 

just given notice to Japan ® of intention to terminate the commercial 

treaty;®° and that the British Government would be glad to have 

any suggestions which we might be in position to offer as to tactics 

which the British might best employ in their negotiations. He said 

that his Government hoped that we would make clear to the Japanese 

Government that we were interested in the currency situation and pos- 

sibly inform the Japanese Government that we could not agree to 

any arrangement which might be arrived at in regard to currency 

matters without our assent. 

I told Mr. Mallet that we had prepared a telegram to our Embassy 

% Note of July 26, p. 558. 
® Signed February 21, 1911, Foreign Relations, 1911, p. 315.
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in Tokyo which would probably be signed this evening; © that in this 
telegram we had asked our Chargé, if he had not already done so, to 
inform the British Ambassador of the approaches which the Chargé 
had already made to various Japanese, officials and others, expressing 
this Government's interest in the broad phases of the Tientsin situa- 
tion, including the question of currency; and that we had asked Mr. 
Dooman to continue to make known to the J apanese Government | 
our interest in the currency matter and other broad questions related 
to the Tientsin negotiations. Mr. Mallet said that. he thought this 
would be very helpful. 7 7 : | 

_ With regard to the point mentioned in the British Embassy’s aide- 
mémoire of July 26 to the effect that the British Government felt that 
it was of the greatest: importance that the British, French and Amer- 
ican banks adopt a common policy, I said, that, as Mr. Mallet knew, 
the American banks so far as we were aware had up to the present | 
followed such a common policy. He inquired what the attitude of 
the American banks was likely to be at some subsequent date and I 
replied that in my opinion this would depend largely upon the outcome 

_ ofthe conversations now taking place at Tientsin. | 
With regard to the point mentioned in the last paragraph of the 

British Embassy’s aide-mémoire of July 26 in regard to the silver 
reserves now held in certain banks in the British and French Conces- 
sions at Tientsin, I said that we did not feel that we could appro- 
priately offer any comment in regard to this particular phase of the 
currency question. : | | 
With regard to the British desire to receive suggestions as to tactics, 

I said that I did not believe that we had any suggestions to offer. 
I added that we would be glad to think over the matter in the light of 
the further information which Mr. Mallet had communicated and to 
get in touch with him in the morning. He said that he was coming to 
the Department on another matter about 11 a. m. and we arranged 
that he should drop in at my office thereafter. | 

M[axwett] M. H[aminton] 

893.515/1404 : Telegram 

Lhe Secretary of State to the Chargé in J apan (Dooman) 

Wasnineron, July 31, 1939—8 p. m. 
233. Reference Department’s 201, J uly 15,5 p. m.™ 
1, A reply has been received, in the form of an aide-mémoire from the British Embassy, to the Departments communication summarized 

in the telegram under reference. The Department assumes that your 

” See telegram No. 238, July 31, 8 p. m., to the Chargé in Japan, infra. “Not printed; it reported the Department’s aide-mémoire of July 15, p. 428.
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British colleague will have been informed by his Government of the 

contents of this aide-mémotre, and assumes that he will have informed 

or upon request will inform you fully of its contents. OC 

- 9, The Department desires that you inform the British Ambassador 

of what you have already done toward impressing the Japanese Gov- 

ernment with the interest and concern of this Government in regard 

to the broader aspects of the situation at Tientsin, including the cur- 

rency aspect (as reported in your telegrams 284, June 19, 8 p. m.,* and 

354, July 23, noon ®), and that you continue your efforts along this 

line. Although we do not share in every particular the British Gov- 

ernment’s views regarding the implications of the facts in the situa- 

tion and regarding probable consequences of possible courses of action, 

we desire that you emphasize in your conversations with. Japanese 

authorities the fact that the question of currency developments in 

China is necessarily a question of concern to the United States and that 

| adverse effects upon American interests of action taken by the Jap- 

anese in connection therewith must inevitably adversely affect public 

and governmental opinion in this country. 
Hoi © 

893.515/1424 

Memorandum of Conwersation, by the Chief of the Division of Far 

Eastern Affairs (Hamilion) 

| [Wasuineron,] August 1, 1939. 

The French Ambassador called at his request. The Ambassador 

said that his Government concurred in the views of the British Gov- 

ernment in regard to the currency situation at Tientsin as set forth 

in the British Embassy’s aide-mémoire of July 26 and that the French 

Government had instructed its Ambassador at Tokyo to inform the 

Japanese Government that the views of the French Government with 

regard to the currency situation were in accord with the views of the 

British Government. The Ambassador said that he thought this 

action would be useful by way of manifesting to the Japanese that 

there was solidarity between the British and the French. 

The Ambassador asked what our attitude was toward the various 

questions mentioned in the British Embassy’s aide-mémoire of July 26. 

I told the Ambassador of the instruction which the Department had 

sent to the Chargé at Tokyo on July 31. 

During the course of the conversation the Ambassador said that he 

felt that it was important to support the British Government, as other- 

wise the British Government would be likely to go further than de- 

sired in making concessions to the Japanese. He said that this was 

* Vol. Iv, p. 186. 
* Vol. Iv, p. 227.
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_ what had happened when it appeared that the British could not count 
on American support in the currency negotiations; that the British 
had then agreed to a formula with the Japanese which carried serious 
implications for all foreign interests in China. The Ambassador said 
that thereafter the American Government had taken a positive step 
(he apparently referred to the notice given Japan of intention to 
terminate the commercial treaty). | 

I commented to the Ambassador that from the early stages of the 
Tientsin situation this Government had made it clear that it was in- 
terested and concerned in regard to the broader phases of the Tientsin 
situation. The Ambassador remarked that notwithstanding any action 
which the American Government had taken toward that: end the im- 
pression generally held was that the United States had not been pre- 
pared to give definite support to the British in the Tientsin situation. 

After some further comment of a general character, the conversation 
terminated. | 

| M[axwe.u] M. H[amirron] 

893.515/1409 : Telegram . 

The Chargé in Japan (Dooman) to the Secretary of State 

oe Toxyo, August 2, 1939—4 p. m. 
| [Received August 2—10:15 a. m.] 

882. Department’s 233, July 31, 8 p. m. 
1, I called on the British Ambassador this morning and after allow- 

ing him to read the telegram under reference explained in detail what 
I had done toward making clear to the Japanese Government the 
concern of the United States in the broader aspects of the Tientsin 
situation. | | 

_ 2. The British Ambassador reviewed at some [length] the nego- 
tiations which are taking place with the Japanese. He said that the 
various police questions might for all practical purposes be regarded 
as settled, although no agreement has as yet been reached on the ques- 
tion whether a small number of Japanese gendarme[s] who are to 
assist in the control of Chinese within the British Concession should 
be permitted to stay within the British Concession. Craigie’s feeling 
was that this matter was not of any great importance and that he 
would have no great objection to accepting the Japanese position in 
this regard. 

3. He said that a deadlock had been reached in regard to the silver 
and the currency questions and he expressed himself as being ex- 
tremely depressed and pessimistic over the outlook. He had studied 
carefully the question of the ownership of the silver now kept in 
British Concession and he was not at all certain that the Chinese 
Government had a clear title to it. This silver, he said, had been kept



‘UNDECLARED WAR 439 

in North China by the local banks notwithstanding the order of the 

Chinese Government issued at the time of the reorganization of the 

Chinese currency calling for the silver to serve as currency reserve. 

He gathered that there had always been strong objection in North | 

China to placing the [silver] now in Tientsin in possession of the 

Chinese Government. In spite of the British considerations, how- 

ever, he did not see how he could agree to the turning over of the sil- 

ver nominally to the North China authorities without causing strong 

resentment in Chungking. He had put forward to London a sugges- 

tion for the disposal of the silver in some manner which would be 

satisfactory to the Japanese without actually giving them possession 

of it, but he doubted whether his Government would approve of the 

plan. With regard to the Japanese demand that Fapi be prohibited 

in the British Concession, he saw no possibility whatever of a com- 

promise. He had explained to the Japanese that to prohibit dealing 

in Fapi in the Concession would raise important political issues and 

the Japanese had modified their demand to the extent of proposing 

that only the Chinese within the Concession be prohibited from deal- 

ing in Fapi. He did not intend to accept this modified proposal. _ 

4. Sir Robert went on to say that he is now marking time and wait- | 

ing for the American Government to take some definite action along 

the lines taken yesterday by the French Ambassador who informed 

the Foreign Minister that the French Government would not recog- 

| nize any arrangement affecting currency and silver effected between 

the British and the Japanese without the consent of the French Gov- 

ernment. What I had-already done and what I was instructed to con- 

tinue to do was useful so far as it went but he wondered whether I 

could not make to the Foreign Office a statement similar to that made 

by the French Ambassador. I replied that in my opinion the instruc- 

tions which I had were sufficiently broad to permit me to say to the 

Japanese Government that if the Japanese and British Governments 

were to agree to deny to American citizens in North China the legal 

currency of the Chinese Government there would be raised questions 

of direct concern and interest to the American Government but that 

I did not see how I could make to the Japanese Government any state- 

ment committing the American Government to a certain position 

without specific authorization. Sir Robert agreed but expressed the 

hope that I would telegraph the Department and ask for such authori- 

zation. This I do but without recommendation either way. 

5. I am arranging to see the Vice Minister for Foreign Affairs to- 

morrow afternoon and I propose to make clear to him our concern 

in the broader problems which are being discussed between the Brit- 

| ish and the Japanese and in the course of the interview I shall say 

that denial to American citizens of Fapi especially would be regarded 

in the United States as a serious matter. The receipt, prior to the
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forthcoming interview, of the authorization requested in the preced- 
ing paragraph would be appreciated. | 

_ Repeated to Peiping for relay to Chungking and Tientsin. 
7 : | | Dooman 

893.102 Tientsin/414 : Telegram 

The Acting Secretary of State to the Chargé in Japan (Dooman) 

Wasuineron, August 2, 1939—8 p. m. 
238. Your 382, August 2,4 p.m., paragraphs 4and5. The Depart- 

ment approves your proposal to make clear to the Vice Minister for 
Foreign Affairs the concern of the Government of the United States 
in the broader problems involved in the current negotiations between 
the British and Japanese, including the currency aspect. However, 
with reference to currency matters, the Department desires that you 
do not go beyond a statement reading substantially as follows: 

“The Government of the United States could not be expected to give 
_ assent to any measures arranged by third States which would purport 

to make illegal the use in any part of a sovereign State of the cur- 
rency of the recognized government of that State.” 

| WELLES 

893.4061 Motion Pictures/263 

The Ambassador in China (J ohnson) to the Secretary of State 

No. 2188 Perrine, August 3, 1939. 
[Received September 5.] 

Sm: I have the honor to refer to the Embassy’s despatch No. 2086 
of May 4, 1939," reporting the facts which appeared to indicate the 
formation of a motion picture monopoly in North China, somewhat 
similar in operation and scope to that now functioning in “Man- 
chukuo”. 

It has been ascertained that a motion picture production company, 
the North China Motion Picture Company, is definitely to be estab- 
lished in Peiping, in which the “Provisional Government” and the 
Manchurian Motion Picture Company will be equal investors, each 
contributing FRB $250,000 to the enterprise. Recent articles in the 
vernacular press mentioned the establishment as being scheduled for 
early in August but it has been learned that, due to delay in the 
construction of the studio, to be located in the western suburbs, the 
formal inauguration of the company will take place at the end of 
August. 

* Not printed.
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The vernacular press states further that the “Provisional Govern- 

ment” is presently formulating laws and regulations governing not 

only the motion picture industry but also laws and regulations govern- 

ing the exhibition of motion pictures in North China. Undoubtedly, 

this presages the establishment of a system of control which may well 

be monopolistic in character. _ | | | 

In connection with the formation of the North China company, 

it is of interest to note the establishment in Shanghai in June of the 

China Motion Picture Company, in which the “Reformed Govern- 

ment”, a Japanese group and the Manchurian Motion Picture Com- 

pany were investors, the “Government” contributing Le $500,000, 

and the Japanese group and the Manchurian Company each con- 

tributing Le $250,000. The vernacular press, in reporting the Central 

China project, stated that it was for the purpose of promoting cul- 

tural relations between Japan, “Manchukuo” and China through the 

medium of select films. 
The establishment of a motion picture industry, which cannot but 

be under Japanese aegis, marks a further step in the Japanese pene- 

tration of China, and one which may well adversely affect the market | 

for foreign films, chiefly American, especially if laws and regulations 

are enacted as to censorship and fees which make competition in- 

ordinately difficult with the Japanese-inspired product. 

Respectfully yours, | For the Ambassador : 
Frank P. LockHart 

Counselor of E’'mbassy 

893.515/1412: Telegram | 

The Counselor of Embassy in China (Lockhart) to the Secretary 
| of State 

Perprne, August 4, 1939—11 a. m. 
[Received August 5—8: 05 a. m.] | 

386. Paralleling steps taken in Manchukuo, the Provisional Gov- 

ernment has promulgated a decree forbidding the taking out from 

territory under its jurisdiction or from bringing into the area foreign 

currency above 500 yuan in value (approximating United States dol- 

lars 40 at the present rate). Special permission must be obtained in 

the transport of foreign currency exceeding this amount. It is not 

stated whether the decree applies only [sic] to travelers’ commercial 

remittances as well. The text of the decree has not been obtained but 

as soon as it becomes available a further report will be made. 

This action, which may be the initial step towards an effective con- 

trol over the export of capital and the earnings of foreign companies, 

is believed to be the logical development of the economic policy of
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Japan, which envisages complete domination of North China. It is 
also believed that this action, taken in conjunction with the recent 
extension of control to all exports, is aimed to strengthen the Federal 
Reserve Bank currency. | 

The recent recrudescence of rumors pertaining to tariff re- 
quests in favor of Japan, together with the above mentioned action, 
indicate the economic exclusiveness of Japanese policy and the dark 
future for foreign interests in this area unless those interests cooperate 
with the Japanese on Japanese terms. | | 

Repeated to Chungking, Tokyo, Shanghai, Tientsin. By mail to 
Chefoo, Tsingtao. Tsinanfu informed. 

- | | | LockHArT | 

893.5151/652 : Telegram | | | 

The Consul General at Tientsin (Caldwell) to the Secretary of State 

Trentsrin, August 4, 1939—noon. 
| : [Received 3: 44 p. m.] 

177. My 163 of July 24, 5 p. m. and 166 of July 27, 3 p. m® 
Tientsin Manager of Federal Reserve Bank yesterday informed a 
reliable American newspaper correspondent that the bank has re- 
ceived from the German Bank a formal application to cooperate fully 
on the link system through its branches at Tientsin, Peiping, and 
Tsingtao, and that the prompt approval of the Provisional Govern- 
ment is expected. | 

Tientsin Manager of Federal Reserve Bank expressed the private 
view that Japanese business interests in North China would be satis- 
fied if the British and Japanese Governments would agree to seal 
the North China silver reserves, leaving the question of ownership 
to be determined at the end of hostilities, but he doubted whether 
the Japanese military here would be satisfied with this. 

| Repeated to Chungking, Peiping, Shanghai, Tokyo. 

CALDWELL 

893.515/1411 : Telegram | 
The Chargé in the United Kingdom (Johnson) to the Secretary 

of State | 

Lonvon, August 4, 1989—7 p. m. 
[Received August 4—3:45 p. m.] 

1122. A responsible official of the British Treasury also created an 
opportunity to indicate that an approach would be made to Wash- 
ington. His version of the purpose of such an approach differed from 

“Neither printed. = = re
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that given by the Foreign Office official reported in the Embassy’s 

1109, August 2, 4 p. m.** in that he emphasized how helpful it would 

be if the United States could make any concrete suggestions as to how 

the gap between the British and Japanese objections as regards the 

Chinese currency could in practice be bridged. He also implied that 

the business interests wished to give the United States Government 

an opportunity at that time to define its attitude and its willingness 

or otherwise to take action so that there should be no misunderstanding 

if Great Britain alone at a later stage was forced to give ground. This 

official implied that the question of sending a written communication 

to Washington was under consideration. 

Asked in effect whether the real purpose of any such note was to 

avoid the possibility of future criticism or for technical financial con- 

siderations, the official merely replied that the British Government 

could think of no acceptable workable compromise and hoped that the 

United States might have helpful ideas. Asked in effect whether if 

any such scheme could be worked out he thought it would be accepted 

and faithfully carried out by the Japanese, the official admitted that it 

was “doubtful”. He then went on to say that the Japanese were of 

course aware of the difficulty of Great Britain’s present situation and 

that since the Japanese merely respected force it was the availability 

of the American Navy which is [in?] the end would count. 
| J OHNSON 

898.515/1418 : Telegram | 

The Counselor of Embassy in China (Lockhart) to the Secretary 

of State 

Perrine, August 5, 1939—noon. 
[Received August 6—8: 05 a. m. | 

390. Peiping’s 386, August 4,11.a.m. The decree of the Ministry 

of Finance, which became effective August 3, is concerned only with 

the currency carried by travelers and apparently does not affect com- 

mercial remittances. A traveler may take out of North China a sum 

not exceeding the amount which he brought in but in no case may 

more than $500 in Federal Reserve Bank notes be exported or im- 

ported by the traveler. The decree provided a system of registration 

of currency brought into North China and for application forms for 

permits to export currency. 

The decree provides that imports of currency from Japan or Man- 

chukuo are subject to the currency laws in Japan or Manchukuo; if a 

permit for exportation is issued by Japan or Manchukuo for a sum 

in Japanese, Manchukuoan, or other foreign currency even in excess 

* Not printed. |
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of the equivalent of 500 Federal Reserve Bank dollars, the permit will 
be accepted for importation into North China. Violations of the 
decree are punishable by a fine up to five times the amount of currency 
involved and the currency will be confiscated. 

It is not stated whether the decree applies to travelers checks and 
letters of credit. | 

The Embassy believes that the extension of the decree to cover 
commercial remittances, similar to enactments in Japan and Man- 
chukuo, is but a matter of time. | oo 

Repeated to Chungking, Tokyo, Shanghai, Tientsin. By mail to 
Tsingtao, Chefoo. Tsinan informed. oo 

| LocKHART 

600.939 /362 | 

Memorandum of Conversation, by the Chief of the Division of Far 
Hastern Affairs (Hamilton) | 

| ae [Wasuineton,| August 8, 1939. 

| During a call the French Ambassador referred to previous conver- 
sations which he had held with Mr. Welles in regard to the putting 
into effect by the provisional régime in north China of additional 
export restrictions, effective as from July 17. The French Ambas- 
sador said that the French Government and the British Government 
were considering making representations to the Japanese Government 
in regard to this matter. He said that they were contemplating 
making representations also to the Chinese Government in regard to 
the restrictions which the Chinese Government had placed upon 
foreign trade. He inquired asto our attitude. I told the Ambassador 
that, when we had received from our offices in China information 
in regard to the new regulations of the provisional régime at Peiping 
providing that as from July 17 all export commodities in north China 
would be subject to control, we had studied the matter in the Division | 
of Far Eastern Affairs and had reached the tentative conclusion here 
that, in view of previous representations which this Government had 
already made to the Japanese Government in regard to trade restric- 
tions and export control in north China, including the statements on 
that subject contained in this Government’s notes of October 6 and 
December 31 [30] to the Japanese Government, no useful purpose 
would be served by the making of additional representations with 
regard to the new export control measures of the provisional régime 
in north China. 

The Ambassador inquired as to whether the British Government had 
approached us in the matter. I replied that according to my recol- 
lection the British Government had not done so. 

-M[axweti] M. H[amirron]
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893.61831/160 : Telegram . | 

The Chargé in Japan (Dooman) to the Secretary of State 

Toxyo, August 9, 1939—6 p. m. 
[Received August 10—7 a. m.] 

395. Department’s 150, June 3, 3 p. m.%” and previous regarding 

Universal Leaf Tobacco Company. Covington, President of the Com- 

pany, and Arbogast, Vice President, visited Tokyo in June and during 

their stay I arranged for them to confer informally with Hidaka, 

Head of the Economic Section of the China Board. Hidaka arranged 

that Arbogast on his return to Shanghai meet Japanese officials who 

are concerned with economic matiers. Arbogast has informed me that 

after several interviews his company has not been given permission to 

send its own buyers to Pengpu and other Yangtze areas under J apa- 

nese occupation. Accordingly I addressed today to Yoshizawa® a | 

letter setting forth the position in which the company has been placed 

in respect of buying operations in the Yangtze Valley and in Shantung 

as well and asked that at least restrictions placed on the company 

which were not equally placed on Japanese and other foreign com- 

| petitors be [removed]. Ifa favorable reply is not received by August 

25 I propose to make further and formal representations. 

2, I would appreciate Covington, who is now in Richmond, being 

informed by the Department of the action taken. 

Repeated to Shanghai; Shanghai please repeat to Peiping and 

Tsingtao and inform Shanghai office of the company. 
Dooman 

393.115 Tung or Wood 011/167 : Telegram 

The Acting Secretary of State to the Consul General at Shanghai 

(Gauss) 

WASHINGTON, August 9, 1939—9 p. m. 

291. Reference Hankow’s August 4, 9 a. m.,®” and previous in regard 

to wood oil. In addition to the requests which the Department has 

received from American exporters for assistance in effecting removal 

from Hankow to Shanghai of American-owned wood oil, the Depart- 

ment has also received approximately 35 inquiries in regard to this 

subject from Senators and Congressmen and in addition a large num- 

ber of letters from American consumers of wood oil. In order that 

replies to these inquiries, which continue to be made of the Department, 

* Not printed. 
® Director of the American Affairs Bureau, Japanese Foreign Office. 
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may be as responsive as possible, the Department would appreciate 
being kept currently and fully informed in regard to any developments 
in the situation. : | 

The Department assumes that the Hankow and Shanghai repre- 
sentatives of the concerned companies are working in close cooperation 
and that as soon as practicable they will make known to you their joint 

| decision in regard to questions such as whether it is desirable to 
| endeavor to effect removal of the wood oil from Hankow by means of a 

single sea-going vessel or by a number of river lighters. 
Sent to Shanghai. Shanghai please repeat to Tokyo. Repeated to 

Hankow, Peiping and Chungking. . 

600.989/368 | | 
Lhe Ambassador in China (Johnson) to the Secretary of State 

No. 2206 a Perrine, August 11, 1939. 
| | OO | [Received September 5.] 

Simm: I have the honor to enclose, as of possible interest to the 
Department, a copy of despatch No. 842 from the Consulate General 
at Tientsin, dated August 5, 1939, in regard to a request addressed by 
the Tientsin Fur Exporters and Importers Association to the J apanese 
Consulate General at Tientsin for the granting of facilities for the 
transportation of furs from the interior of North China. 

The Association points out with reason that a continuance of the 
restrictive measures taken by the Japanese authorities, unquestionably 
the military authorities, will adversely affect the fur business, possibly 
to the point where North China will no longer figure as a source of 
furs for the American market. The Association cites in evidence of 
the adverse effect of these restrictive measures that the trade has 
suffered a loss of 80 percent of its normal trade. 

The Embassy has previously alluded to the incongruity between 
the regime’s desire to obtain foreign currency reserves and the measures 
which are seemingly bound to curtail exports. It is hoped that the 
regime will become cognizant of this incongruity and that it will take 
steps to remedy the situation. Otherwise, the fur trade, and other 
export trades, will gradually dwindle to the vanishing point. 

Respectfully yours, For the Ambassador: 
Franx P, Lockwarr 

Counselor of Embassy 

*Not printed.
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393.115 Tung or Wood 011/188 : Telegram 
| 

The Consul General at Shanghai (Gauss) to the Secretary of State 

SHanewat, August 14, 1989—4 p. m. 

[Received August 14—12: 45 p. m.] 

"96. Reference Department’s 270, July 29, 3 p. m. regarding wood 

oil at Hankow. I have this afternoon made oral and written repre- 

sentations to the Japanese Consul General urging that the Japanese 

authorities facilitate the movement from Hankow of approximately 

3715 long tons of American owned. wood oil valued at about 1,650,000 

United States dollars. I suggested that foreign or Japanese bulk oil 

lighters or both be used to move the oil to Shanghai, or that an Amer- 

ican tanker proceed to Hankow to transport the oil to the United 

States, Spencer Kellogg having cabled me from Buffalo that they 

are prepared so to arrange, or if a suitable Japanese tanker is avail- 

able and desires to carry the cargo from Hankow to the United States 

this might be arranged. I have also represented that there are at 

Hankow certain other supplies of wood oil which while not American 

owned are under contract of sale for delivery to American firms in 

the United States, and have requested that arrangements be made to 

facilitate transportation from Hankow. The Japanese Consul General 

was familiar with this matter and while stating that there are many 

authorities concerned assured me that he would give it his best at- 

tention. 
I suggest that it would be helpful if Tokyo would also press the 

matter at the Foreign Office. I am sending to Tokyo by air mail copy 

of my letter to the Japanese Consul General. 

Repeated to Tokyo, Chungking, Peiping and Hankow. 
Gauss 

8938.5151/657:: Telegram 

The Ambassador in China (Johnson) to the Secretary of State 

Cuunexine, August 15, 1939—1 p. m. 

[Received August 15—7 a. m.] 

499. Reference our 441, July 15, 10 a. m.,? and previous on currency 

situation. Following is Embassy’s translation of note from the Min- 

istry of Foreign Affairs dated August 14: 

“The Ministry of Foreign Affairs presents its compliments to the 

American Embassy and has the honor to refer to its previous com- 

munications requesting that the Embassy assist in the maintenance of 

the credit of legal tender notes and in the stabilization of the foreign 

exchange market. 
| 

2 Not printed.
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A communication has now been received from the Ministry of 
Finance stating: | | | | | 

‘According to a report, the bogus Federal Reserve Bank in North China has, in view of the fall in value of the bogus currency which it has circulated, recently devalued the bogus currency and accorded facilities to exporters permitting them to sell their drafts to the Yokohama Specie Bank at the rate of 8 pence. On the other hand, the foreign exchange thus obtained may be sold to importers also at the rate of 8 pence. 
| It is observed that the enemy and the puppets have organized an illegal bank which issues fiat bank notes. Chinese and foreign merchants and civilians Should uniformly refuse to use such bogus notes and should have absolutely no connection therewith. It is urgently necessary to effect adjustments and to take precautions against the present attempt of the bogus bank to purchase foreign exchange from exporters and sell it to importers at the rate of 8 pence. Please take note and request the Embassies in China of the nations concerned to issue instructions to act accordingly in the matter.’ | 

Apart from addressing separate communications to those concerned the Ministry has the honor to indite third person note for the Em- bassy’s information and to request that the Embassy cause instructions to be issued to the concerned foreign banks and merchants in North China uniformly to refuse the bogus currency and absolutely not to cooperate with the bank in order to protect the legitimate interests of Chinese and foreign merchants. The courtesy of a reply is also requested.” 

In acknowledging the foregoing note the Embassy is stating that 
: the matter has been referred to the Department. 

Repeated to Peiping, Peiping please mail to Tientsin and Tokyo. 
JOHNSON 

ee 

393.115 Tung or Wood Oi1/190 : Telegram 

The Chargé in Japan (Dooman) to the Secretary of State 

Toxyo, August 15, 19389—2 p. m. 
[Received August 15—11:50 a. m.] 

408. Shanghai’s 726, August 14, 4 p. m., wood oil at Hankow. 
1. I informally took up this matter some days ago at the Foreign 

Oifice and was told in confidence and off the record that the Japanese 
military authorities in China suspect that the wood oil purchased in 
recent months or under contract for sale to the United States is 
intended to be applied against the $25,000,000 credit loaned to China. 
The Foreign Office therefore suggested that the conversations between 
Gauss and his Japanese colleague be allowed to develop further before 
any intervention in Tokyo was considered. 

2. I suggest that the Department may now wish to consider in the 
light of the facts before it whether I should take any action. IfIam 
desired to make representations on the basis of treaty rights, such 
representations should in my opinion be of the most formal] character. 

Repeated to Chungking, Peiping, Hankow. 

Dooman
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393.115 Tung or Wood Oi1/209: Telegram — | 

The Acting Secretary of State to the Chargé in Japan (Dooman) 

Wasuineton, August 17, 1939—6 p. m. 
258. Your 408, August 15, 2 p. m., and previous in regard to wood 

oil at Hankow. The Department is informed that the oil now held at 
Hankow by Spencer Kellogg and Sons and by the Werner G. Smith 
Company was bought and paid for in 19387 prior to the outbreak of 
hostilities and that Vongehr’s oil was purchased for shipment dur- 
ing August-September 1937 (see in this connection Hankow’s 174, 
July 26,9 p.m.). The Department is also informed that oil belonging 
to the Bunge North American Grain Corporation referred to in 
Shanghai’s 710, August 10, 6 p. m.,? was purchased between July 9 and 
August 11, 1937, and that most if not all of the remaining oil under 
contract for delivery to American firms was purchased long ago. It 
is also the Department’s understanding that no part of the Hankow oil 
owned by or under contract for delivery to American firms has any 
connection whatsoever with the 25,000,000 dollar credit referred to in 
your program under reference. 

The Department leaves to your discretion the manner of approach 
to the Japanese Government but perceives no reason why the entire 
situation should not be freely discussed with and the above statements 
made known to the Japanese Foreign Office. As indicated in the De- 
partment’s 291, August 9, 9 p. m., to Shanghai, a large number of 

- members of Congress as well as American exporters of wood oil in 
China and the American paint and varnish industry as a whole are 
becoming thoroughly aroused over continuing and unwarranted in- 
terference on the part of the Japanese authorities with the shipment | 
from Hankow to Shanghai of wood oil owned by or under contract 
for delivery to American firms—a situation which is further com- 
plicated by the fact that inability to effect shipment is creating for 
the concerned American interests heavy and ever-mounting costs on 
the score of such items as war risk insurance, storage fees including 
lighter rentals and general carrying charges. Furthermore, in view 
of the fact that much of the oil was purchased over 2 years ago, there 
exists the rapidly mounting risk of deterioration of the oil to a point 
where it cannot be used by the American consuming trade. The sit- 
uation under discussion is one in regard to which the affected Ameri- 
can interests and the American Government have been very patient 
and it is desired that in your approaches to the Japanese Government 
you make clear the Department’s concern in the matter and its ex- 

* Not printed.
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pectation that the Japanese authorities will without further delay 

| take such action as may be required to the end that arrangements may 

be made for the shipment from Hankow to Shanghai of the wood oil 
under discussion. 

Sent to Tokyo via Shanghai. Repeated to Chungking, Peiping and 
Hankow. | , | 

93.115 Tung or Wood Oil/217 : Telegram a 

The Chargé in Japan (Dooman) to the Secretary of State 

Toxyo, August 21, 1939—5 p. m. 
[Received August 21—10: 35 a. m.] 

499, Department’s 258, August 17, 6 p. m., regarding Hankow | 
wood oil. I have today sent Yoshizawa a letter which is substantially 
a paraphrase of the telegram under reference. If no reply is received 
within the next few days I shall make a further approach. Shanghai 
please repeat to Chungking, Peiping and Hankow. 

| | DoomMan | 

393.115. Tung or Wood Oil/226: Telegram | | 

The Secretary of State to the Consul General at Shanghai (Gauss) 

| Wasurneron, August 24, 1939—6 p. m. 

320. Your 765, August 23, 4 p. m.,* in regard to wood oil at Hankow. 
Tn addition to the firms mentioned in paragraph 1 of the Department’s 
270, July 29, 3 p. m., the Department has also been approached by 
Arnhold and Company of New York which states that its affiliate at 
Hankow, the Arnhold Trading Company, holds on its behalf ap- 
proximately 2,000 tons of oil which has been fully paid for and which 
is required for delivery to the paint and varnish industry in the United 

States. 
The Department is confident that every effort is being made to 

expedite the making of such arrangements as may be required to effect 
the removal to Shanghai of such wood oil now at Hankow as is owned 
by or under contract for delivery to American firms. 

Sent to Shanghai. Shanghai please repeat to Tokyo. Repeated 
to Hankow, Chungking and Peiping. 

Hon 

*Not printed.
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393.115 Tung or Wood Oi1/228 : Telegram a | 

The Consul General at Hankow (Spiker) to the Secretary of State 

. Hanxow, August 26, 1939—6 p. m. 
| | [Received 10:50 p. m.] 

225. Reference is made to the first paragraph of the Department’s 
320, August 24, 8 [6] p. m. to Shanghai. During the course of a pre- 
liminary survey of general American cargo held up at Hankow this 
Consulate General asked the Arnhold Trading Company (British) 
of Hankow how much cargo it had destined for the United States. A 
letter from that company dated January 25, 1939 informed this office 
that it had then only 60 tons of China grass contracted for sale, al- 
though it stated further that it held stocks of wood oil amounting to 
1,200 tons “which will almost certainly eventually be sold for shipment 7 
to the United States”. As the Arnhold Trading Company has not yet 
approached this office, though aware of the negotiations in progress, 
the present claim is a new and interesting development which should 
be closely scrutinized. 

A leading American shipper here has been advised by Japanese with 
official connections that any effort to include other than bona fide 
general American cargo will wreck negotiations. Recently one Amer- 
ican firm here suggested the inclusion of its stocks now held at up river 
points, for which substitution would be made here from undelivered 
stocks held by the company at Hankow for eventual delivery to non- 
American firms. The Consulate General suggested that such an 
effort might tend to imperil all negotiations. This Consulate Gen- 
eral’s representations of July 19 (Hankow’s 174, July 26, 9 p. m.) | 
were made on behalf of the Werner G. Smith Company, Spencer Kel- 
logg and Sons, and O. E. Vongehr, of the American [-owned] char- 
acter of whose wood oil there was no question. 
Repeated to Shanghai, Chungking and Peiping. Shanghai please 

repeat to Tokyo. 

SPIKER 

393.115 Tung or Wood Oi1/232: Telegram 

The Secretary of State to the Consul General at Hankow (Spiker) 

Wasurineton, August 29, 1939—7 p. m. 

66. Your 225, August 26, 6 p. m., and Shanghai’s 765, August 23, 
4p.m.> Department is of the opinion that, as indicated in Shanghai’s 
(26, August 14, 4 p. m., emphasis should be placed primarily upon 
American-owned wood oil but that mention should also be made of a 
second category of oil covering supplies at Hankow which although 

*Latter not printed. .
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held by non-American firms are under contract of sale for delivery to 

American firms. It is not the Department’s desire that in approaching 

the Japanese authorities in regard to this subject mention be made of 
non-American wood oil which if removed from Hankow might ulti- 
mately be sold to the consuming trade in the United States. In conse- 
quence, there should be included in the second category mentioned 

above only such oil as has been demonstrated to your satisfaction to be 
under definite contract of sale for delivery to American firms in the — 
United States. ae 

Sent to Hankow, repeated to Shanghai, Chungking and Peiping. 
Shanghai please repeat to Tokyo. | 

| Hu. 

893.515/1485: Telegram 

The Consul at Chefoo (Roberts) to the Secretary of State 

oe Cueroo, September 2, 1939—38 p. m. 
| [Received September 2—noon. | 

1. Japanese naval authorities yesterday in call at British Consulate 

with Manager of Hong Kong and Shanghai Banking Corporation and 
| requested that the British bank discontinue dealing in Chinese national 

currency. Upon British Consul refusing, the Japanese naval officer 
said Bank would be picketed to stop the use of Chinese national — 
currency. : 

2. Several Japanese sentries, one Chinese police in uniform and one 
Chinese plain clothes policeman this morning began picketing the 
Hong Kong and Shanghai Banking Corporation searching all persons 
including women leaving the bank for Chinese national currency. 

Sent to Peiping. Repeated to Chungking. | 
Roserts 

893.115 Tung or Wood Oi1/240: Telegram 

The Consul General at Hankow (Spiker) to the Secretary of State 

Hankow, September 6, 1939—noon. 
[Received September 7—9: 40 a. m.] 

Wood oil at Hankow. Written confirmation was received today in 
a letter September 5 signed by the Japanese Acting Consul General 
[at] Hankow of the oral notification referred to in my telegram 227, 
August 31,6 p.m.®° The letter states 

“The Japanese Government has decided to facilitate the shipment 
of all wood oil belonging to American firms existing in Hankow. Upon 

* Not printed.
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the necessity to confirm the ownership of wood oil I also request that | 
a complete record of all documents pertaining to the ownership of said 
product be presented at your earliest convenience.” 

It further states | 

“This shipment of wood oil is facilitated under the understandin 
that this case shall not be made the precedent to future shipments and 
that as all wood oil should have been exported under the present facili- 
tations offered, further requirements on this matter shall not be pre- 
sented hereafter”. | 

2. It is noted that above letter refers to shipment of “all wood 
oil belonging to American firms existing in Hankow.” Japanese 
Consulate General, however, orally expressed a desire for figures for 
both categories of oil mentioned in Shanghai’s 765, August 23, 4 p. m.” 

3. Japanese Consulate General has been informed today that the | 
desired information is being sought from American Consulate General 
at Shanghai since certain firms concerned have representatives only | 
in that city. All information available to this office is indicated in 
my September 1, 9 a. m. to Shanghai.” 

Sent to Shanghai, repeated to Chungking, Peiping. Shanghai 7 
please repeat to Tokyo. | | 

SPIKER 

893.115 Tung or Wood Oil/241 : Telegram 

The Consul General at Shanghai (Gauss) to the Secretary of State | 

| SHANGHAI, September 7, 1939—4 p. m. . 
| [Received 7:27 p. m.] 

Reference your September 6, noon, regarding wood oil. The infor- 
mation which had been requested by the Japanese authorities here 
was sent to Japanese Consulate General yesterday and we understand 
it has been forwarded to Tokyo whence a reply is expected in a day 
or two. Japanese Consul General told me orally yesterday afternoon 
that favorable action is being taken but he does not know the details. I 
am sending you by airmail copy of the information supplied to Japa- 
nese Consul General here. If anything further is now required at 
Hankow please ascertain and inform me exactly what is wanted that is 
not available at Hankow and is required from firms here. 

Sent to Hankow, repeated to Department, Chungking and Peiping. 

Gauss 

Not printed.
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398.115 Tung or Wood Oi1/243 : Telegram 

_ The Secretary of State to the Chargé in Japan (Dooman) 

WASHINGTON, September 8, 1939—4 p. m. 

278. Reference Hankow’s September 6, noon, to Shanghai and 
Shanghai’s September 7, 4 p. m., to Hankow (which Shanghai is 
hereby requested to repeat to you) in regard to wood oil. _ 

The stipulation included in the Japanese Acting Consul General’s 
letter of September 5, as quoted in Hankow’s telegram under refer- 
ence, that “further requirements on this matter shall not be presented 
hereafter” cannot of course be agreed to, and the Department therefore 
desires that by such means as you may deem appropriate you make 
clear to the Japanese authorities that the American Government 

_ reserves the right to approach the Japanese Government at all times 
in regard to any matter affecting American rights and interests. _ 

_ Sent to Tokyo via Shanghai. Repeated to Hankow, Chungking 
and Peiping. 

Hui 

893.515/1441 : Telegram | | 

The Consul at Chefoo (Roberts) to the Secretary of State 

CuHEFo0, September 11, 1989—2 p. m. 
[Received September 11—8: 45 a. m. ] 

My September 2, 3 p. m. concerning the picketing of the British 
bank. On September 9, having learned that at least 15 Americans 
during the previous week had been searched for Chinese national 
currency by Chinese pickets supported by armed Japanese sailors 
and that the picketing was interfering with the legitimate affairs of 
American merchants and missionaries, I lodged emphatic protest with 
Japanese Consul and requested the Japanese naval commander to 
exempt American citizens from the search. | | 

The Japanese Consul has now informed me that the commander 
of the Japanese naval landing party has granted the request and orders 
will be issued exempting American citizens from search by the pickets 
at the bank. 

Sent to Peiping. Repeated to Chungking. 
Roserts 

393.115 Tung or Wood 011/248 : Telegram 

L'he Chargé in Japan (Dooman) to the Secretary of State 

| Toxyo, September 12, 1939—5 p. m. 
[Received September 18—8: 45 a. m.] 

470. Our 422, August 21,5 p.m. The following is our translation 
of Yoshizawa’s reply to my letter:
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“Tokyo, September 8, 1939. 
My Dear Dooman: I have carefully perused the contents of your 

letter of August 21, 1989 concerning the shipment of the wood oil 

which has accumulated at Hankow and which is owned by American 

commercial concerns. 
I note from your letter that the opinion is held that this accumula- 

tion of wood oil was caused by the ‘continuing unwarranted interfer- 

ence of the Japanese authorities’. Such an opinion, indicating a 

misunderstanding of the true motives underlying the action taken in 
regard | to this question by the Japanese authorities is greatly to be 
regretted. 
“hh the first place, the question of the right of navigation of the 
Yangtze river is one which must be considered in connection with 

the rectification of such discriminatory relationships as the Conces- 
sions, extraterritorial rights, et cetera, which exist in China. Leaving 
aside, for the time being, this general discussion, it is to be noted that 

the present closing of the Yangtze river is being carried out for stra- 

tegic reasons; that is, expediting the transportation of men and mili- 

tary supplies for Japan’s armed forces, protection of the secrecy of 

military actions, elimination of one route of assistance to the Chiang 

- Kai Shek regime, maintenance of peace and order, consideration of 

the effect of the removal of the blockade upon the popular mind, et 

cetera. Japanese nationals, as well as others, are suffering a great deal 

from this blockade. _ | an 

Nevertheless, J apan has been following a policy of giving just con- 

sideration to specific problems and of making efforts to reach a prac- 

tical solution of as many of these problems as possible. Considera- 

tion was given to the possibility of some special treatment in this case 

owing to the change in the position of wood oil and to the small amount 

involved. At the same time, in view of the favorable impression re- _ 

ceived by Japanese authorities at the front because of the fact that 

since the beginning of the incident American nationals have, compared | 

with nationals of other third powers, taken an attitude which is some- 

what appreciative of the position of Japan in relation to the prose- 

cution of military activities, and for other reasons, special considera- 

tion has been given since last spring to this question also by those 

locally concerned. At the present time special negotiations are being 

carried on in an effort by some arrangement to reach a solution of this 

question. 
In the meantime, however, the American Government suddenly 

abrogated the treaty of commerce and navigation between Japan and 

the United States. Considering the time, method, and motive of the 

above action, the Japanese Government must consider it an undiplo- 

matic and unfriendly act. Accordingly, Japan has had to reexamine 

its general relations with the United States, and under these circum- 

stances, the solution of this question also was suspended for the time 

elng. 
As I have stated, progress has already been made under a policy of 

seeking a practical an convenient settlement. The local Japanese 

authorities have been, as heretofore, entrusted with the disposition 

of the question of the wood oil. At present the appropriate local 

Japanese authorities are devising some method of shipment in so 

far as it does not violate the military objectives for which the Yangtze 

river was closed. They are exerting particular efforts to offer accom-
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modations as a special friendly treatment limited to this instance and 
utilizing extra space available in the holds of ships used for military 
purposes. This is limited to wood oil which at the present time is 
clearly determined to be and to have been for some time past American 

| property. a 
It is a matter for congratulation that some more progress, as I have 

pointed out, is being made in the actual conversations among: the indi- 
viduals concerned with regard to this problem of the wood oil. It 
is to be regretted that your Government should adopt an attitude 
towards this problem, which is difficult of solution without practical 
and friendly consideration, of persisting in theoretical arguments 
using such words as ‘unwarranted interference, etc.’ I must bring to 

_ your attention the fact that such an attitude does not contribute to 
the solution of the many problems arising out of the critical conditions 
at present prevalent throughout China. - 

| Very truly yours, Seijiro Yoshizawa, Director, American Bureau, 
Ministry of Foreign Affairs. Oo , 
Kugene H. Dooman, Esquire, Chargé d’Affaires ad interim of the 

United States of America, Tokyo.” 

Shanghai please repeat to Chungking, Hankow, Peiping. 
| | Dooman 

| 393.115 Tung or Wood Oi1/249: Telegram | 

Lhe Consul General at Shanghai (Gauss) to the Secretary of State 

SHanewat, September 13, 1989—1 p. m. 
| [ Received 1:50 p. m.] 

816. Following is text of letter dated yesterday received this 
morning from the Japanese Consul General at Shanghai: 

“I have the honor to acknowledge the receipt of your letter of Au- 
gust 9th concerning the shipment of American owned wood oil which 
1s now at Hankow. | 

This question, as I informed you at our conversation on the matter 
on the above date, had long been a matter of special and careful con- 
sideration by the Japanese authorities concerned. They have studied 
the possibility of allowing the American owned wood oil to be shipped 
down the Yangtze River without coming in contradiction with the 
present state of the navigation on the river. | 

Your letter above referred to was brought at once to the attention 
of my Government, and I now have the honor to state that I have 
been instructed to inform you that they have taken the matter up 
again and have come to the decision that the bulk of wood oil, as was 
ascertained as American owned in your letter dated September 6th, 
is to be given facilities to be shipped from Hankow. 

I believe you will readily appreciate the difficulties placed in the 
way of this decision owing to the present restrictions for military 
necessities on the river navigation. Accordingly, several devices had 
to be worked out, viz: the wood oil in question is to be first purchased 
by the Japanese military authorities as a sort of military supply, to be
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repurchased by the American firms, the owners, upon clearance of the 
Yangtze River, for which purpose the transport had to be selected 
from among those vessels which have the accommodation for vege- 
table oils, which, on its down river voyage, is scheduled to cease to 
be the transport at the moment when the oil is repurchased by the 
American firms, to be shipped direct to the American coast. 

Instructions have already been given to a Japanese shipping com- 
_ pany along the above mentioned practical arrangement, who, on their 

part, will soon be ready to discuss the matter into [¢n?] detail with 
the American firms. 

You would also appreciate that one of the suggestions put in your 
letter of August 14th contributed much towards this satisfactory deci- 
sion, together with questions of favorable capacity available as 
military transport. | 

There are some more minor points to be adjusted in this arrange- 
ment before the wood oil is to be actually shipped at Hankow, prob- 
ably at the end of this month, which may be left with the companies 
concerned. I am writing to you in order to inform you as soon as 
possible of the principle of our decision so far reached. Therefore, 
this communication might be supplemented later when deemed 
necessary. | | 

I might add that the above decision is the outcome of what had long | 

been considered by the Japanese authorities concerned and that, but 
for the unexpected abrogation of the commercial treaty of 1911, it 
would have been reached sooner and with less difficulty.” 

While the foregoing communication refers only to the American- 

owned oil we have subsequently been informed orally that it may 
be considered as extended also to cover the oil under contract of sale. 

We are also [informed] that the Japanese shipping company con- 

cerned is the Nippon Yusen Kaisha and that the arrangements are to 

| be made at Shanghai with possible reference of any details to Hankow. 

I am very much concerned regarding the “device” of purchase of 

the cargo by the Japanese military and repurchase by the American 

owners. This matter has been taken up informally with the Japanese 

Consulate General who tell us that this was a point insisted upon by 

the Japanese military. I have pointed out that even though it may 

be said that the transfer of ownership is merely nominal, and aside 

from the fact that a principle is involved, there is the practical con- 

sideration that a transfer of title to the Japanese military would affect _ 

the ability of the owners of the oil to obtain adequate insurance 

and there is also involved the question of responsibility for any 

losses which might be incurred during the transit of the oil from 

Hankow to Shanghai. I shall report developments as soon as possible. 

Repeated to Tokyo, Chungking and Peiping. 
Gauss
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893.5041/54: Telegram 

Lhe Counselor of Embassy in China (Lockhart) to the Secretary 
of State 

| _ Purine, September 13, 1989—4 p. m. 
| [Received 10:15 p. m.] 

484. Standard Vacuum Oil Company here states that it has re- 
ceived reports from a number of its agents in Shansi, the Kalgan 
(Mengchiang) area, southwestern Hopei, and northern Honan, to 
the effect that the local authorities, Chambers of Commerce or special 
“control committees” acting presumably under orders, have recently 
issued instructions fixing wage scales and prices for various commodi- 
ties, including kerosene and candles. The company reports that the 
prices fixed for kerosene and candles are in all cases several local 
dollars below the prices at which it has authorized its agents to sell 
and the company states that its selling prices are regulated to cover 
cost in United States dollars, plus import duties, freight, handling 
charges, et cetera, and that it is unable to sell at the prices which have 
been fixed by the local authorities. In one place, Sinsiang, Honan, 

| the company’s agent has been ordered by the local authorities con- 
cerned to sell at the fixed price and the company believes, from reports 
of its agents, that similar instructions may shortly be issued at other 
places. 

The company states that it seems clear, from the fact that more 
or less similar instructions have been issued over a wide area, that 
the orders emanate from some leading authority, presumably the 
Japanese authorities in North China or the Japanese controlled “Pro- 
visional Government”. The company requests that the matter be 
taken up by the Embassy with the appropriate authorities. 

The droughts and floods in North China together with currency 
and trade under the present conditions have resulted in sharply in- 
creased prices for commodities and the Japanese and their Chinese 
agents are apparently attempting to meet the problem by fixing prices; 
with the exception of Peiping and Tientsin the fixed price lists gen- 
erally include kerosene and candles. The Embassy knows of no 
grounds for protest against the fixing of commodity prices by the 
local authorities provided no discrimination is involved, but it con- 
siders that representations are warranted and should be made against 
any attempt to compel American firms to sell at such fixed rates. 
The Standard Vacuum Oil Company states that practically all the 
Kerosene and candles in this area are supplied by three firms (two 
American and one British) and that if the authorities concerned are 
unable to force these firms to sell at the fixed prices, there will have to 
be a revision upwards of such prices to meet the point at which the 
companies can sell and retain a reasonable profit. It is understood
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that the only other firm in this business (a Japanese concern) can 
handle only a small fraction of the business and cannot meet the 
demand in this territory. 

The Embassy proposes subject to the Department’s approval to 
take the matter up with the Japanese Embassy with a view to obtain- 
ing the cancellation of any orders to force American firms to sell at 
prices unacceptable and unprofitable to them, but will appreciate the 
comment of the Department on the matter. | 

Copy by mail to Chungking, Tientsin and Tokyo. 
| LocKHART 

393.115 Tung or Wood Oil/253:: Telegram 

The Secretary of State to the Consul General at Shanghai (Gauss) 

a _ Wasurneron, September 15, 1939—4 p. m. 

346. Your 816, September 13, 1 p. m., in regard to wood oil. 
1. The Department is both surprised and concerned to note that 

at this late date the Japanese authorities are seeking to qualify their _ 
agreement to facilitate the shipment of all American-owned wood oil | 

: now at Hankow by apparently insisting that, as a condition precedent | 
to the removal of such oil, American owners shall first sell their stocks 
to the Japanese military authorities on an understanding that, follow- 
ing clearance of such stocks from the Yangtze, the prior owners may 
repurchase their respective lots of oil. Such a procedure would, as | 
indicated in your telegram under reference, involve not only a matter 
of principle but also a number of practical considerations, and the | 
Department thoroughly approves of the approach which you have 
made to the Japanese authorities in the matter. 

2. The question whether or not the concerned American interests 
shall follow the procedure under consideration is a matter for decision 
by them. To those American interests which elect to follow that pro- 
cedure you should make clear that the Department cannot in any way 
be a party thereto and that all of their arrangements should be made 
directly with the Japanese authorities. To those American interests 
which elect not to follow the procedure under consideration you should 
say that, although the Department is not in position to prophesy 
what the outcome may be, it will continue in its endeavors to effect 
removal from Hankow of the American-owned wood oil now at 

that port. 
3. You may in your discretion make known to your Japanese 

colleague the substance of any part of the foregoing. 
Sent to Shanghai. Repeated to Hankow, Chungking and Peiping. 

Shanghai please repeat to Tokyo. 
Hoi



460 FOREIGN RELATIONS, 1939, VOLUME III 

893.515/1444:: Telegram a | oo | | 

The Consul General at Canton (Myers) to the Secretary of State 

7 Canton, September 16, 1939—5 p. m. 
| _ [Received September 17—7: 45 a. m.] 

On September 3, the Japanese authorities began a strict search of _ 
all Chinese entering or leaving Shameen and refused to let pass those 
carrying local or Hong Kong currency. On September 12, the restric- 
tions on outward movements of currency from Shameen were removed 
but the inward movement of Hong Kong currency continued to be 

| rigidly restricted. As a consequence the business of American firms, 
principally oil companies, has been greatly hampered and the business 
of National City Bank with Chinese clients has been practically 
stopped. | 

This office had discussions with the Japanese Consulate General on 
September 5th, 8th, and 13th. Throughout the Japanese failed to 
advance any convincing explanation of their action, alleging, however, 
that it is necessary to curb currency speculation. It is believed that 

! the Japanese contemplate maintaining these restrictions for some time. 
As a palliative Japanese military authorities proposed to the local 

office of Standard Oil Company that to avoid the restrictions its 
Chinese dealers in the city might pay their accounts through the Yoko- 
hama Specie Bank. The company has not agreed to the proposal. 

It is believed that the purpose of the Japanese action is primarily 
to divert Hong Kong currency to the Japanese banks for foreign 
exchange purposes and secondarily to induce Chinese merchants to do 

| business with Japanese agencies. Chinese hitherto have been dealing 
largely with non-Japanese foreign banks. On September 14, I appro- 
priately protested to the Japanese Consul General against the imposi- 
tion of restrictions on the free movement of Hong Kong currency 
between the city and Shameen, pointing out that it constituted an 
unwarranted infringement of the right of American firms freely to 
carry on legitimate business. 

The matter is being reported by despatch, copy of which will be 
sent to the Department by air? 

The Embassy will be kept informed of developments. My British 
colleague has taken similar action and is reporting to his Embassy. 

Sent to Peiping, repeated to Chungking. 

Myers 

*Not printed.
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893.5041 /54: Telegram 

The Secretary of State to the Counselor of Embassy in China 
(Lockhart) , at Peiping 

| WaAsHINGTON, September 18, 1939—2 p. m. 

196. Your 484, September 18, 4 p. m. The Department concurs in 
| your view that efforts on the part of the local authorities to force 

sales by American firms at prices which those firms consider to be un- 
profitable offer grounds for protest and authorizes you to make what- 
ever local representations you may consider appropriate.? If your 
representations fail to achieve their object please inform the Depart- 

- ment and consideration will be given to taking the matter up with the 
authorities at Tokyo. 

Sent to Peiping only. Please send copies by mail to Chungking, 
Tientsin, and Tokyo. | | 

| Hout | 

393.115 Tung or Wood Oi1/255 : Telegram 

The Consul General at Hankow (Spiker) to the Secretary of State 

_ Hawnxow, September 18, 1939—4 p. m. 
[ Received September 18—8: 30 a. m.] | 

Reference your [Shanghai’s] 825, September 15, 7 p. m., to the De- 
partment and Department’s 250 [350], September 16, 5 p. m.,’° in 
regard to wood oil. Local holders of American wood oil have been 
advised in the sense of the above telegrams and are seeking authoriza- 
tion from their Shanghai offices to proceed with direct negotiations 
here. All firms have decided to follow procedure suggested by Japa- 
nese military. , : 

Acting Japanese Consul General has informed me that N. Y. K. 
steamer Taketoyo Maru is due to load second shipment of American 
wood oil here on October 15.7 

Sent to Shanghai, Chungking, Peiping. 
SPIKER 

893.613831/165.: Telegram 

The Secretary of State to the Chargé in Japan (Dooman) 

WASHINGTON, September 29, 1939—1 p. m. 

296. Your 395, August 9, 6 p.m., Universal Leaf Tobacco Company. 
In view of imminent opening of tobacco buying season, the Depart- 

* Further local representations were made in similar cases. 
7 Neither printed. 
The first shipment of wood oil from Hankow on the Japanese vessel Tokaoka 

Maru left Shanghai October 10 (393.115 Tung or Wood Oi1/270). 

278040—55——30
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ment assumes that you, Shanghai and Tsingtao are continuing to fol- 
low closely, with a view to rendering such assistance as may be ap- 
propriate and practicable, the efforts of the Company to make satisfac- 

_ tory arrangements for purchasing tobacco in Shantung and in the 
Yangtze valley area. Please keep Department informed by naval 
radio of important developments. ea 

Sent to Tokyo via Shanghai. Repeatedto Tsingtao. — 

893.515/1446 : Telegram oe | | 

Lhe Consul General at Canton (Myers) to the Secretary of State 

. Canton, September 30, 1939—5 p. m. 
7 | [Received 5:40 p. m.] 

Referring to my telegram September 16, 5 p. m. and despatch No. 32 
| of September 15,2 the Japanese Consul General in reply to my [pro- 

test] of September 14 against the imposition of currency restrictions 
stated in substance that the existing restrictions have been imposed 
solely for the purpose of eradicating speculation in currencies and 
that although there is no intention of interfering with legitimate oper- 
ations of third power nationals abnormal conditions in Canton make 

| necessary the continuance of the restrictions. 
Indications are that no relaxation in the existing restrictions is to 

be expected in the near future. The business of the National City 
Bank continues to suffer and the Hong Kong office of the Standard | 
Oil Company has instructed the manager of the local office not to take 
the risks involved by his making collections personally from agents in 
the city. 

In the light of all the circumstances I recommended for considera- 
tion the making of appropriate representations in Tokyo.” 

Sent to Peiping. Repeated to Chungking. 
Myers 

893.61331/168 : Telegram 

The Consul at Tsingtao (Sokobin) to the Secretary of State 

Tsrnetao, October 6, 1989—4 p. m. 
[Received October 6—7 : 30 a. m.] 

199. Reference Department’s 296, September 29, 1 p. m. to Tokyo 
via Shanghai. Japanese military mission in direct interview with 
the Universal Leaf Tobacco Company here stated it may require com- 

“Latter not printed. 
* The Department instructed the Chargé at Tokyo on October 9 to make, at his 

discretion, appropriate representations to the Japanese Foreign Office, which he 
did on October 21.
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pany to buy Federal Reserve Bank currency at official rate of exchange 

for at least two-thirds of company’s purchases of leaf in Shanghai. 
Later a company official and I interviewed Japanese Consul who in- 

vited “counter offer” from company. Today company representative 
and I saw Japanese Consul and informed him company had no counter 
offer to make and all we asked was that company engage in leaf busi- 
ness on same basis as Chinese and Japanese leaf companies. Japanese 
Consul will consult military officials and inform us in a few days. 

Repeated to Peiping and to Shanghai. True reading to Tokyo by 
airmail, 

, | Sokosin 

893.61331/169 : Telegram 

The Chargé in Japan (Dooman) to the Secretary of State 

Toxyo, October 9, 1939—5 p. m. 
[Received October 9—4 a. m.] 

511. Department’s 296, September 29, 1 p. m., and other correspond- 
ence regarding Universal Leaf Tobacco Company. 

1. Negotiations carried on by us here and by the company in China 

over a period of more than 4 months were completely unsuccessful. : 

The sending by the company of American tobacco buyers to tobacco 
centers in Honan and Anwhei was definitely refused on the ground | 
that military operations were in progress, and permission for purchase 
of tobacco in Shantung was made conditional upon purchase with 
foreign exchange at official rate of 1 shilling 2 pence of two-thirds of 

total federated reserve currency to be expended by the company for | 

buying tobacco. Notwithstanding repeated representations by us, the 

Foreign Office holds out no promise of obstructions to the company’s 

operations being removed. | | 
_ 9, After consultation with the vice president of the company and 
with his assent, I addressed today a formal note to the Minister for 
Foreign Affairs setting forth at length the salient features of this 
case and protesting against prevention of exercise by American citi- 
zens of right to travel and against discrimination. The concluding 
paragraph of the note reads: 

“T have previously alluded to the assurances which the American 
Government has so frequently received from the Japanese Govern- 
ment that American rights and interests in China will be respected. 
There is, so far as I am able to perceive, no warrant of any kind what- 
ever for the obstructions which have been placed in the way of com- 
mercial operations by an American firm of the highest reputation and 
standing. The American Government will, therefore, expect that the 
Japanese Government, looking toward the implementation of its as-
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surances, will take prompt and effective action calculated to permit 
the resumption by the company of its operations in China.” 

Shanghai please repeat to Chungking, Peiping, Tsingtao. 
| Dooman 

393.115 Tung or Wood Oil/273: Telegram | 

Lhe Consul General at Hankow (Spiker) to the Secretary of State 

Hankow, October 23, 1939—2 p. m. 
| [ Received—7 : 26 p. m.] 

250. Referring to the Department’s No. 76, October 18, 6 p. m.,% 
this office believes that no good purpose will be served by making 

| further approaches to the Japanese authorities in regard to movement 
onthe Yangtze of American cargo in general and of cargoes mentioned 
in Department’s telegram in particular, unless the American authori- 
ties are prepared to negotiate at length on basis of eventual arrange- 
ments of “wash” sale of cargo to the Japanese here as stated in 
Shanghai’s No. 825, September 15, 7 p. m.** concerning wood oil and as 

| subsequently notified to this office by Japanese Consul General; the 
Japanese military are adamant on this point evidently in order to 
preserve flimsy fiction that only military supplies may be shipped on 
so-called military transports. In view of instructions in second para- 

| graph of the Department’s telegram No. 346, September 15, 4 p. m. to 
Shanghai concerning wood oil, it is assumed that American authorities 
are “not in any way to be a party to” arrangements of the nature 
described. 

2. Further, this office is reliably informed that at least one large 
British firm here, without British official intervention, is now ship- 
ping ramie bristles and other cargoes by the device of “wash sales” to 
private Japanese shipper for shipment to Shanghai where title reverts 
to the British owner of the goods. Japanese shipper makes all the 
arrangements with the military. Under such circumstances I per- 
ceive no reason why the local British firm Arnhold Trading Company, 
Limited should not, entirely on its own responsibility, directly arrange 
for shipment to Shanghai of the 60 tons of ramie allegedly contracted 
for by the New York branch of the firm. The same view is held in 
respect to such local agent as H. Rosenhirsch and Company, New 
York, or other American consignee of cargo possibly still held in Han- 
kow, may wish to appoint agents to attempt shipment from Hankow 
to Shanghai. This office is continuing investigation of Rosenhirsch 
cargo and of possible other cargo held for bona fide American con- 
signees. Further telegraphic report will be made. 

“Not printed.
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8. Irrespective of final action, it is suggested that no action be taken 

by American authorities in relation to the Arnhold ramie shipment 

| until after wood oil shipments have left Hankow. The Japanese 

military authorities appear to have suspected bona fides of Arnhold 
Trading Company, Limited’s shipment and certain military authorities 
proposed that British-owned wood oil of both Arnhold and Bunge be 
excluded from special arrangements for shipment to the United 

States. In this regard see my 225, August 26, 6 p. m. to the Depart- 

ment and my September 1, 9 a. m. to Shanghai® Shipment was sub- 
sequently permitted. Steamer[s] Zaketoyo Maru and Alaska Maru 
have arrived at Hankow and loading of all wood oil for American 
consignees will probably be completed within next 10 days. 

Repeated to Chungking, Peiping and Shanghai. 
| SPIKER 

611.989/217 

, The Consul General at Shanghai (Gauss) to the Secretary of State 

[Extracts] , : 

No. 2627 SHaneHar, October 23, 1939. | 

| | | [Received November 15.] | 

Sir: With reference to my despatch no. 2496, of September 8 [5], 

1939,!° reporting attempts of the Japanese military authorities to | 

establish a monopoly of the China egg trade in favor of the Mitsui | 

Bussan Kaisha, I have now the honor to enclose copies of letters dated | 

: October 19th and October 23d, from the Henningsen Produce Com- 

pany, Federal Inc., U. S. A.,!” detailing the local situation in regard to 

this matter and protesting the seizure of certain egg supplies shipped 

to Shanghai for this company on Japanese vessels and their diversion 

to the Japanese monopoly interests. 

I have addressed a protest in this matter to the Japanese Consul 

| General at Shanghai, and enclose a copy thereof ** for the information 

of the Department. | 

The egg supply of Shanghai for the China egg trade comes from 

nearby Yangtsze delta ports, and from Yangtsze ports up river as far 

as Wuhu, and other nearby places. Japanese flag shipping, only, is 

permitted on the Yangtsze. For many months, and until recently, 

British flag vessels plied to the delta ports of the lower Yangtsze, below 

the Kiangyin boom; but they have now been driven off by the Japanese 

* Latter not printed. 

* Not printed. | 
“ Neither printed. 

In despatch No. 2687, October 27, the Consul General at Shanghai reported a 
similar complaint from the Borden Company (611.939/218).



466 FOREIGN RELATIONS, 1939, VOLUME III 

military restrictions and other obstacles of J apanese invention, so that 
only Japanese flag vessels now visit such ports and transport cargo 
therefrom to Shanghai. While for some time it has been possible for 
American and other companies engaged in the egg trade to bring their 
cargoes to Shanghai by this means, it is now reported that the Japanese 
military authorities have directed that such traffic shall cease and 
that all supplies carried by the Japanese flag vessels shall be diverted 
to the Mitsui Bussan Kaisha, in support of the attempted Japanese 
monopoly. 

| Respectfully yours, | | C. E. Gauss 

611.939/199: Telegram | | 

The Secretary of State to the Consul at Swatow (Young) 

WasuHinetTon, October 26, 1939—7 p. m. 
11, Your October 20, noon, to Peiping.® A Japanese Embassy 

statement to the press of October 23 ¥ gives details of the second linen 
shipment from Swatow and continues | 

“The exporters thus benefited donated 175,000 Chinese dollars to 
| the local Welfare Committee as an expression of their appreciation 

of the efforts of the Japanese authorities in affording the export facili- 
ties. The donation will be used for the general welfare and for the 

: maintenance of peace and order in the locality. Furthermore, the 
Japanese authorities there promised to consider facilitating future 
transportation and importation of materials.” — | 

The Department would appreciate receiving your comment on this 
statement and any information discreetly obtainable in regard to the 
“donation”. 

Sent to Swatow. Repeated to Peiping and Shanghai. 
Hoty 

893.515/1460 : Telegram 

The Consul at Chefoo (oberts) to the Secretary of State 

CuErFo0, October 28, 1939—6 p. m. 
[Received October 29—2:50 a. m.] 

For some time police agents at passenger jetty have been searching , 
passengers arriving at Chefoo for Chinese national currency and | 
confiscating any old currency found in their possession. 

| The first case involving Americans was reported to this Consulate 
October 21st when a police agent searched Willey G. Abouchar, an 

” Not printed. | |
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American citizen arriving from Shanghai, and his wife, confiscating 
6 dollars Chinese national currency. | 

_ The victims reported the matter to the Consulate while the search — 
was on and my intervention led to the immediate return of the money. | 

October 27th I used the incident as a basis for an oral protest to 
the Chief of the Police Affairs Bureau against the illegal search 
of Americans and attempted confiscation of American property, 
requesting Chief of Police to issue orders exempting Americans from 
search. He refused, saying that he was carrying out orders received | 
from Municipal Government, and referred me to the Mayor’s office. 
Iam repeating my protest and request in a formal letter to the Mayor 
of Chefoo pointing out that confiscation of American property is _ 
a violation of treaty rights. | 

Sent to Peiping, repeated to Chungking. 
| RoBERTS 

611.939/210: Telegram — | 

The Consul at Swatow (Young) to the Secretary of State 

Swatow, October 31, 1939—noon. 
[Received 2:04 p. m.] 

62. Referring to Department’s telegram No. 11, October 26, 7 p. m. 
to Swatow regarding linen shipments. On the first shipment of 
1186 cases or 483 cubic tons made in September exporters were | 
assessed $500 Chinese national currency per ton in addition to a 
Swatow Shanghai freight rate of 41 Chinese dollars per ton while 
on the second shipment consisting of 861 cases or 343 cubic tons 
the assessment was at the same rate but the freight rate was increased 
to $98 per ton. Therefore, on the first shipment the assessment was 
about $241,000 and on the second $176,000 Chinese currency. The 
assessments and freight charges were paid to Mitsui Bussan Kaisha, 
but what disposition was made of the payments cannot be reliably 
ascertained. The foregoing is common knowledge in Swatow and 
presumably in Shanghai. 

Repeated to Peiping, Shanghai. 
YouNne 

611.939/209 : Telegram 

The Consul General at Shanghai (Gauss) to the Secretary of State 

SHANGHAI, October 31, 1939—6 p. m. 
[Received October 31—1: 55 p. m.] 

959. Reference Department’s 11, October 26, 7 p. m., to Swatow 
regarding linen shipments. Shanghai exporters with Swatow con- 
nections, including Lian Brothers, principal shipper from Swatow, 

j
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deny any such donation was made. They state both shipments were 
arranged entirely through Mitsui Bussan Kaisha to whom freight 
charges were paid at the rate of Chinese dollars 598 per ton, as 
against Chinese dollars 15 per ton prior to hostilities. They add 
that about Chinese dollars 500 per ton were required to “arrange” 
shipments, which totaled about 800 tons, but that they have no knowl- 
edge of allocation of part of this sum to Welfare Committee for 
purposes alleged. | 

Repeated to Peiping and Swatow. 
| | Gauss 

893.515/1461 : Telegram | | 
The Consul at Canton (Krentz) to the Secretary of State 

| Canton, November 1, 1989—noon. 
| | [Received November 1—4:12 a. m.] 

Reference Canton’s October 23, 3 p.m.” Japanese Consul General | 
has officially informed me that all currency restrictions will be re- | 
moved effective today but adds that “If speculation is repeated by 2 

_ residents of Shameen the authorities will be obliged to take | 
appropriate steps.” | 

Details will be reported by despatch.” 
Sent to Peiping, Chungking. Peiping please repeat to Tokyo. : 

| KRENTZ 

893.515/1462 : Telegram | 

The Consul at Tsingtao (Sokobin) to the Secretary of State 

Tstnatao, November 2, 1939—9 a. m. 
[Received November 2—5: 40 a. m.] 

206. 1. This Consulate has just despatched to the local Japanese 
Consul General a letter reading as follows: 

“T have the honor to acknowledge the receipt of your letter General 
| No. 89 of October 30th, 1939 in which you request that this Consulate 

instruct the American firms, Standard Vacuum Oil Company, Zim- 
merman Company and the Robert Dollar Company, which are stated 
to have had transactions in old legal tender with the local British , 
banks, to discontinue such transactions. | 

“In reply I have the honor to state that this Consulate is unable to 
comply with your request. This Consulate can in no way admit that 
the transactions of American citizens or companies in old legal tender 
are illegal and it takes this opportunity of stating that any interfer- 
ences with American citizens or firms in respect to the currency with | 
which they conduct their business in Tsingtao would be entirely un- | 
watrantable and would be regarded an arbitrary infringement on 
American rights and interests.” | 

»” Not printed. , 

~ 
| 
J
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2. The British Consul General has received a similar letter dealing 
with British firms. 

Repeated to Peiping and to Chungking; true reading by air mail 
to Tokyo. 

| OC [ SoKoBIN | 

611.939/210: Telegram . 

The Secretary of State to the Counselor of Embassy in China | 
) (Lockhart) , at Peiping 

WasHineton, November 3, 1939—6 p. m. 

245. Please send to Tokyo by air mail copies of Department’s 11, 
October 26, 7 p. m., to Swatow (last substantive paragraph should be 

| paraphrased), Swatow’s 62, October 31, noon, and Shanghai’s 959, 
October 31, 6 p. m., together with following comment duly para- 
phrased as from Department: _ | 

The Department is asking Peiping to send you copies of telegrams 
in regard to linen shipments from Swatow in order that you may 
have the information in regard to the heavy financial exactions made 
in connection with these shipments. The Department believes that 
this information may be of value to you for possible use at some op- 
portune time in connection with your conversations with Japanese 
officials in regard to general and specific questions of Japanese in- 
terference with legitimate American trade in China. | 

Sent to Peiping. oe 
Hou 

893.61831/176 : Telegram | 

The Consul at Tsingtao (Sokobin) to the Secretary of State 

Tsrnctao, November 13, 1939—11 a. m. 
[Received November 18—10: 52 a. m.]| 

912. 1. The Japanese special military mission here has just informed 
Universal Leaf Tobacco Company that the company will be permitted 
to purchase 1,600,000 pounds of leaf tobacco at two possibly three 
points along the railway under following conditions: 

First, that company give complete cooperation to Chinese and 
J apanese authorities in North China; 

econd, that company in purchasing will adhere to price limits set 
for grades established by Chinese and Japanese tobacco guilds; 

Third, that so far as possible company will sell its tobacco in 
North China (presumably to Japanese factories) ; 

Fourth, that exports from Tsingtao must be covered by exchange 
control or permission obtained to link exports with approved imports; 

| Fifth, that reports of purchases will be furnished and authorities 
permitted to inspect account ;
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Sixth, that expenses of inspectors required to check purchases will 
be paid by company ; | | | 

doventh, that Federal Reserve Bank currency will be used; there 
were no requirements for sales of foreign exchange; _ . ; 

Highth, that the company will sign an agreement incorporating 
above terms, the agreement to expire end of August 1940. Japanese 
text of agreement will be authoritative. 

9. Company is requesting its Shanghai manager to come to Tsingtao 
immediately to negotiate the several unsatisfactory stipulations. _ 

8. Company in unrestricted period could reasonably expect to pur- | 
chase at least 10,000,000 pounds of this year’s crop. 

4, As objectionable as stipulations are, with present concession, the 
company may be able to achieve nevertheless a satisfactory modus 
operandi. So an 

Repeated to Peiping, Chungking, Shanghai. Abridged code text 
sent by cable to Tokyo with full true reading following by airmail 
to Tokyo. | 

: | oe SoKoBin 

893.61331/176 : Telegram | . 

The Acting Secretary of State to the Ambassador in Japan (Grew) 

: Wasuineton, November 17, 1939—7 p. m. 
359. Tsingtao’s 212, November 13, 11 a. m., and your despatch 4170 

of October 9,4 Universal Leaf Tobacco Company. The head office 
of the company in this country has informed the Department that 
the proposal outlined in Tsingtao’s telegram under reference is con- 
trary to its best business judgment and that it has cabled its Shanghai 
office “recommending that they do not agree because the proposal is 
not only unreasonable but in our opinion involves illegal restrictions”. 

In view of the flagrant nature of this instance of Japanese inter- 
ference with American business in China, the Department desires 
that unless you perceive objection you make a further approach to the 
Foreign Office in regard to the case and that Tsingtao continue to press 
appropriate Japanese authorities at that port. 

Sent to Tokyo via Shanghai. Repeated to Tsingtao. 
WELLES 

893.5151/677 : Telegram 

The Counselor of Embassy in China (Peck) to the Secretary of State 

Cuunexine, November 18, 1939—9 a. m. 
[ Received November 18—8 : 50 a. m. | 

599. Following is Embassy’s translation of note from the Chinese 
Minister for Foreign Affairs dated November 15: 

“Latter not printed.
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“The Ministry of Foreign Affairs presents its compliments to the 
American Embassy and has the honor to state that it has received a | 
report to the effect that pursuant to an instruction of the bogus Re- 
formed Government the bogus Superintendent of Customs at Shanghai 
addressed on November 4 a communication to the Commissioner of 
Customs of that port to strictly prohibit the transportation of legal 
tender notes. The communication also stated that foreign banks 
have not acted in accordance with new rules, and that in case legal 
tender notes are needed. for legitimate trade approval should first be 
obtained from the customs authorities. The report added that it is 
learned that the bogus customs authorities have transmitted the infor- 
mation to the various foreign Consuls. 
_ The Ministry observes that the Japanese have been doing all possible 
im attempting to intensify economic invasion and to monopolize the 
Far Eastern market. They have even instigated the bogus regime to 
announce the prohibition at Shanghai of the transportation of legal 
tender notes. It is in fact detrimental to the legitimate interests of 
the various powersin China. The Ministry, inditing this third person 
note for the Embassy’s information, has the honor to request that the 
Embassy transmit instructions to American banks in Shanghai to 
reject the unreasonable request of the Japanese puppets. The 
courtesy of a reply is also requested. Seal, et cetera”. 

Repeated to Peiping and Shanghai. 
PrEcK 

611.989/218 : Telegram | 

The Secretary of State to the Consul General at Shanghai (Lockhart) 

WasHineton, November 27, 1939—5 p. m. 

465. Reference Shanghai’s despatches 2627, October 23, and 2637, 
October 27,” in regard to unwarranted interference of the Japanese 
in the China egg trade. The Department desires that the Consulate 
General in Shanghai and the Embassy in Tokyo continue their efforts 
to obtain a removal of unwarranted interference by the Japanese with 
American participation in the China egg trade and that develop- 
ments in regard thereto be reported to the Department by telegraph.” 
Sent to Shanghai. Repeated to Peiping. Peiping please repeat 

to Tokyo. 
Hoi 

*Tatter not printed. 
*In telegram No. 671, December 8, 6 p. m., the Ambassador in Japan reported 

that in reply to his representations the Japanese Foreign Office had stated that 
it had instructed Japanese officials at Shanghai to exert themselves for a prompt 
compromise settlement (611.939/233). 

.
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611.939/282 : Telegram | 

The Consul General at Shanghai (Lockhart) to the Secretary of State 

| | SHanenat, December 6, 1939—11 a. m. 
[Received December 6—8:45 a. m.] 

1079. My 1057, November 30, 6 p. m.* Outstanding cases of con- 
fiscation by Mitsui agents of particular shipments of eggs belonging 

to (American) Henningsen Produce Company have been respectively 
either settled or are in process of negotiation with good prospects of 
settlement. | 

On basis of a telegram received from London proposing that mar- 
_ keting be controlled by the issue of licenses to recognized packers, the 

| representatives of the eggs conference met yesterday with Mitsui 
representatives for a discussion of current problems. Mitsui is evi- 
dently prepared to accept the return of the occidental companies into 
the buying field in the interior, but the Japanese representatives pro- 
posed that the eggs should still be consigned nominally to Mitsui for 
shipment to Shanghai, that a certain specified proportion of the eggs 

: should be delivered to Mitsui on arrival, and that certain fees should 
be paid to Mitsui by the occidental packers in connection with delivery 
of cargo to the latter. 

The occidental packers were not prepared to accept the Mitsui pro- 
posals, considering them too restrictive of their trade, and the Japanese 

| representatives returned to consult with their organizations. Discus- 

sions are expected to continue. 
True reading by air mail to Peiping and Tokyo. 

LocKkHART 

893.61331/187 : Telegram 

The Consul at Tsingtao (Sokobin) to the Secretary of State 

Tstnatao, December 7, 1989—2 p. m. 
[Received December 7—9: 47 a. m.] 

921. Universal Leaf Tobacco Company will sign agreement tomor- 
row morning with the Japanese military mission covering rights of 
purchase of 1,600,000 pounds of leaf tobacco at five places on the rail- 
way, including Tsingtao, under conditions along the lines of those 
outlined in my telegram 212, November 13, 11 a. m., but with more 
liberal construction and concessions and with clause which will enable 
company to purchase beyond the instant allotment if the size of the 

crop permits. 
Repeated to Peiping, Shanghai. Tokyo informed by telegram. 

SoKOBIN 

*Not printed; this telegram was a preliminary reply to Department’s tele- 

gram No. 465, November 27, 5 p. m., supra.
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611.939 /234: Telegram 

Lhe Consul at Swatow (Young) to the Secretary of State 

Swatow, December 9, 1939—noon. 
- [Received 1:57 p. m.] 

66. Referring to Department’s telegram No. 11, October 26, 7 p. m. 
to Swatow and my telegram No. 62, October 31, noon, regarding linen 
shipments. A third shipment has been made to Shanghai consisting 
of 1474 cases or 596 cubic tons valued at $4,800,000 Chinese national 
currency. An assessment of $500 per cubic ton was levied in addition 
to freight charges of $83 per ton making the total amount paid to 
Mitsui Busan Kaisha $347,000 all in Chinese national currency. As 
a condition to shipment exporters had to agree to sign a statement 
that they will pay $500 per ton on cargo exported as long as the port 
of Swatow remains closed, that such “contributions” were voluntary 
and that freight and transportation rates are reasonable and not 
exorbitant. 
Repeated to Peiping, Shanghai. 

Youna 

600.939/373 

Lhe Consul General at Shanghai (Lockhart) to the Secretary o t State 

No. 2746 | Suanerat, December 12, 1939. 
[Received January 10, 1940.] 

Sir: I have the honor to refer to my despatch No. 2736 of Decem- 
ber 9, 1939 * in regard to the monopolistic actions of J apanese inter- 
ests regarding the China egg trade, and to enclose as of possible inter- 
est in this general connection a copy of a confidential police report 
dated November 22, 1939 * on the subject of “Japanese Monopoly in 
Business Trade around Shanghai”. 

It will be noted that, according to the information contained in that 
report, the Japanese have acquired a virtual monopoly in trade as 
regards fish, livestock, eggs and cocoons; and that trade in matches, 
vice, wheat and vegetables is subjected to a semi-official Japanese con- 
trol. Those monopolistic activities are naturally of primary signifi- 
cance for the consumption market in China, raising as they do the 
prices of commodities to levels which for the Chinese consumers are 
decidedly uneconomic, but they are not without their significance for 
international trade as well. The Japanese interference with Ameri- 

| can participation in the China egg trade has already been brought to 
| the attention of the Department. It is of further interest to note 

(especially in view of the stubborn contention in some circles that 
Japan has thus far failed to derive any economic benefit from its mili- 

* Not printed.
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tary conquest of part of China), for example, that, “In addition to 

the quantity of rice already transported to Japanese ports or brought 

here (Shanghai) for eventual transportation to J apan,” the Japanese 

authorities propose to authorize the shipment to Japan of an addi- 

tional 400,000 bags of rice from Wusih, and the same amount from 

Sungkiang (Kiangsu) ; and that the Japanese are exercising an influ- 

ence in the match market through their control, effected since the 

outbreak of war in Europe cut off former sources of supply, of raw 

materials used by Chinese match manufacturers. 

In the view of the writer of the above-mentioned report, the intro- 

duction of the various monopolies into the several economic fields of 

occupied China is all part of a scheme “to bring all trades under the 

rigid control of an organization known as the Central China Liaison 

Office of the Asia Development Board, . . .% which is the supreme 

official organ for the ‘development’ of China.” 

Respectfully yours, Frank P. LockHaArt 

811.51693/117 : Telegram 

The Secretary of State to the Ambassador in China (Johnson) 

Wasxuineton, December 14, 1939—6 p. m. 

986. Reference Tsingtao’s despatch no. 302, October 24, 1939," in 

regard to an American bank for Tsingtao. It is not clear from this 

despatch whether the American Consul made any forthright attempt 

in his conversation with Mr. Evans to discourage cooperation with the 

Federal Reserve Bank on the part of any American bank which might 

be established at Tsingtao. 
As the Embassy is aware, it is the current policy of this Government 

to discourage cooperation by American banks in China with the Fed- 

eral Reserve Bank and to discourage any action which might be con- 

strued as giving support to the Federal Reserve currency and thereby 

militating against Chinese national currency. 

Please communicate the foregoing to the Consul at Tsingtao and 

instruct that if he is again approached in this matter by American 

nationals who are either directly or indirectly interested therein he 

should be careful to assume an attitude along the lines indicated in 

the preceding paragraph. 

Sent to Peiping. Repeated to Chungking. 
Hou 

* Omission indicated in the original. 
* Not printed.
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CONSIDERATION OF SANCTIONS AGAINST JAPANESE POLICIES OF 
AGGRESSION AND VIOLATION OF TREATY RIGHTS; USE OF SO- | 
CALLED “MORAL EMBARGO” | 

894.24 /593 

Memorandum by the Assistant Chief of the Division of Far Eastern 
Affairs (Ballantine) | 

| [WasHINeTON,] January 7, 1939. 

PROVENANCE oF Marterrats Usep By JAPAN IN THE CONDUCT OF THE 
ConFLIcT IN CHINA 

The Department has from time to time during the last few months 
received letters containing statements to the effect that 54 percent of 
the war materials used by Japan against China come from the United 
States. It is not known what the basis is for such a statement. To 
arrive at an approximation of the percentage of the war materials used 
by Japan against China which originate in the United States, it would 
be necessary (1) to define “war materials” and to determine the pro- 
portions of “war materials” used for military purposes and (2) to take 
into account (a) Japanese domestic production of “war materials” 
and imports of “war materials” other than those included in the 
selected list, (6) the amount of “war materials” used by Japan in 
the conflict which originate in or are imported into Manchuria as well 
as other Chinese territory under Japanese control, and (c) the amount 
used during the present conflict of those “war materials” which Japan 
has stored over a period of years prior to the outbreak of hostilities. 

As of reference in connection with this subject there was published 
some months ago a survey by the Chinese Council for Economic 
Research (two Chinese students connected with the Brookings Insti- 
tution) which stated the conclusion that 54.4 percent of Japanese im- 
ports of 13 selected articles essential for war purposes came from the 
United States in 1937. (The 18 articles referred to are (1) crude and 
heavy oil, (2) ores, including iron ore, zinc ore and others, (3) pig 
iron, (4) other iron including steel, scrap, ingots, slabs other than pig, 
sheets, pipes, tubes and others, (5) lead, (6) copper, (7) tin, (8) zine, 
(9) aluminum, (10) mineral oils refined, (11) automobiles and parts 
thereof, (12) metal- and wood-working machinery and (13) internal 
combustion engines.) Although authoritative figures are not avail- 
able for imports into Japan of the commodities enumerated during all 

| of the period covered by the survey, it is thought that the estimate of 
the Chinese Council for Economic Research is substantially correct. 

| Reference may also be made to a speech made on June 8, 1938, in 
the Senate by Senator James P. Pope on the subject of the sale of 

| * Congressional Record, vol. 83, pt. 8, p. 8485.
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war materials by the United States to Japan. In this speech Senator 

- Pope also made the statement that the United States furnished 54.4 

percent of Japan’s imports of “war materials”. Although he made no 

reference to the survey of the Chinese Council for Economic Research 

he apparently used the same basis for his estimate, that is to say, while 

Senator Pope listed eleven instead of thirteen commodities in his list 

he lumped together items (1) crude and heavy oils and (10) mineral 

oils, refined, and items (12) metal- and wood-working machinery and 

(18) internal combustion engines under the respective headings of 

“ATI Oil” and “Machinery and Engines.” 

| Neither of the two foregoing estimates necessarily bears any rela- 

| tionship to or affords a basis for calculating the percentage of war 

| materials used by Japan against’ China which come from the United 

States. Those estimates are based on figures for imports into Japan 

of a list of commodities which omits many important commodities 

essential for military purposes; the estimates do not take into account 

Japan’s domestic production of war materials, the amount of war 

materials used by Japan in the conflict which originate in or are im- 

ported into Manchuria and other Chinese territory under Japanese 

control, and the amount used during the present conflict of those war 

materials which Japan has stored over a period of years prior to the. 

outbreak of the hostilities; and the estimates do not calculate the pro- 

portions of potential war materials which are actually used for mili- 

tary rather than peace time purposes. | 

There is attached a list” obtained from MID™ of certain com- 

modities essential for military purposes showing the extent of the 

shortage of Japan’s domestic supply, the source of the foreign supply, 

her annual requirements, and domestic production of those commodi- 

ties. Of the 29 commodities and groups of commodities listed the 

United States supplies 50 percent or more of Japan’s requirements 

of only three: petroleum, iron and copper ; it supplies practically none 

of Japan’s requirements of rubber, vegetable fibers, oil seeds, wool, 

tin, and certain less important materials. 

The Japanese Customs, apparently for military reasons, has not 

published since August 1937 figures concerning imports of articles of 

a military character, including the 13 articles referred to above, nor 

are any figures available in regard to the production in Japan of 

any of these articles since 1935. 

The Jiji Year Book of 1988, however, gives figures for the year 1935 

showing the amount imported, the amount exported, and the amount 

consumed in Japan during that year of certain of the 18 articles men- 

tioned in the survey of the Chinese Council for Economic Research, 

*Not printed. 
” Military Intelligence Division, War Department.
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from which there can be computed the amount in each instance pro- 
duced in Japan: - moe | 

Imports Exports Consumption 
7 (Metric tons) (Metric tons) (Metric tons) 

Copper..........-.0.008- 69,627 17, 816 121, 120 
Lead. .........ece eee eeee 91, 408 1, 883 95, 966 
TIM... ce ee ees 4, 367 None 66, 488 
Zin... ce cee ccccececeeee 45, 848 None 80, 034 
Iron Pyrites............. None None 1, 338 
Sulphur..............--. None 54, 601 110, 340 

We thus find that domestic production in Japan of certain raw mate- | 
rials and semi-manufactured products essential for military purposes | 
is very small, but that Japan appears to be entirely self-sufficient in 
regard to certain items such as sulphur, and produces a substantial 
share of its consumption of certain commodities such as copper. | 

Japan’s extensive heavy industries undoubtedly constitute the main 
source of Japan’s supply of commodities essential for military pur- 
poses which are finished manufactures. This is especially true of 
ordnance which is not included among the 18 items listed by the 
Chinese Council for Economic Research and which is of course a 
primary requisite for the conduct of hostilities. An idea may be 
had of the importance of the Japanese domestic industry as a factor 
in Japan’s supply of war material by referring to the value of Japan’s 
industrial output in the three classes of commodities which enter most 
largely into military requirements. This output for 1936, according 
to the J7# Year Book for 1939, was as follows: 

Metal Industry..................... Yen32, 130, 719, 000 
Machinery Industry................. “ 1,609, 258, 000 
Chemical Industry.................. “ 2,202, 362, 000 

Total...................... Yen 5, 942, 334, 000 

Subsequent to the outbreak of the hostilities the production of 
commodities under these three headings is known to have greatly 
expanded. These figures may be compared with Japan’s total impor- 
tation of all commodities from the United States which in 1936 and 
each subsequent year thereafter were as follows: (values given in 

yen) 
1936 1987 1938 

847,453,490 1,269,541,908 733,610,600 
(First ten mos.) 

It will thus be seen that all imports into Japan from the United 
States in 1936 reached a valuation of only 14 percent of Japan’s 
domestic output of the three classes of commodities mentioned above, 
and, in view of the reported subsequent heavy expansion of domestic 

| industry, it is reasonable to suppose that this percentage was no 
| higher in 1937 or 1938. 

278040—55——-31
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- Jt thus seems probable that the percentage of war materials sup- 
| plied by the United States of Japan’s total supply is far less than 

54 percent. When we consider the calculations involved in deter- 
mining the proportion of potential “war materials” actually used for 
military purposes, the amount of “war materials” which originate 
in Japan or originate in or are imported into Manchuria as well 
as other Chinese territory under Japanese control, and the amount 
used during the present conflict of those materials which Japan is 
believed to have stored over a period of years prior to the outbreak 
of the hostilities, the virtual impossibility becomes obvious of at- 
tempting to arrive at any precise estimate of the proportionate extent 
to which the United States constitutes Japan’s source of supply of 
the materials used by Japan in its conflict with China. | | 

798.94/14671 

Lhe Ambassador in Japan (Grew) to the Secretary of State 

No, 3591 Toxyo, January 7, 1939. 
[Received February 6.] 

Srr: I have the honor to enclose for the strictly confidential infor- 
mation of the Department a copy of a secret memorandum ™ made 
available to me by the British Ambassador and entitled “Possibilities 
of Economic Counter Measures.” 

In sending the memorandum to me, Sir Robert Craigie wrote: 

“In my view we have now reached a point at which it is no longer 
merely a question of protecting this or that vested or trade interest in 
China but of preventing, while there is yet time, the formation in East 
Asia of a political and economic entity which may have serious reper- 
cussions on the destiny of every Pacife Power. The ambitions of the 
elements which today are dominant in Japan will be limited by the 
degree of resistance which they encounter—and by nothing else. 

The memorandum examines Japan’s international trade position 
and points out that her exports to the United States, the British 
Empire, and France comprise approximately 70 per cent of her total 
exports to those countries where foreign exchange necessary for the 
purchase of essential raw materials can be earned. From such figures 
that are available, it would appear that Japan will not have on hand — 
sufficient gold to make up its unfavorable trade balance in 1939. The 
conclusion is reached that if an embargo were placed on Japan’s 
exports to the United States, British Empire, and France, “the effect 
would set in motion a process which must rapidly prove disastrous for 
Japan’s economy.” Refusal by the three nations above-mentioned to 

"Not printed.
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purchase gold from Japan is suggested as a first step if “arrange- 
ments could be made to prevent Japanese gold reaching those coun- 
tries through third parties.” 

We are now studying this memorandum, and I hope to be in a posi- 
tion in due course to submit comment thereon. However, I wish to 
make it clear, in forwarding this paper, that I have not modified the 
view which I have expressed on several occasions—that I do not favor 
the taking by the United States of any measure partaking of the nature 
of economic sanctions against Japan unless the United States is 
prepared to resort to the ultimate measures of force. 

Virtually all of my colleagues who have discussed with me the pos- 
sible effects of imposition on Japan of economic sanctions by the 
United States and Great Britain are of the opinion that, if markets 
in American and British areas for the important products of Japan 
were closed to that country and if, at the same time, the primary mate- 
rials available in such areas were denied to Japan, the effects on her 
economy would be catastrophic, and that Japan would prefer to mod- | 

: ify her position vis-4-vis foreign interests in China rather than to 
face the consequences of such sanctions. The fact that 65 percent of _ 
Japan’s trade with countries outside the yen bloc is represented by _ 
her trade with the United States and British Empire areas is impres- 
sive. However, it is from that point on that opinions cannot be 
conclusive. | | 

| My British, Belgian, Netherlands and other colleagues to whom I 
refer are confident that Japan could not face the loss, which these col- 
leagues contend would have such far-reaching consequences to Japan, 
of the raw materials and of the markets which together represent the 
above-mentioned figure of 65 per cent. The arguments on the other 
side, which they discount, are largely—but not entirely—psychological. 
Japan has staked her entire future on the success of the China ven- 
ture. Her defeat, not necessarily at the hands of the Chinese forces, 
but through the operation of factors which consume Japan’s resources, 
would eventually bring about in successive stages her retreat from the 
whole of China and perhaps even from the continent of Asia. This 
process of contraction, ending with the throwing back of Japan into 
her legal territorial confines, would result certainly in her relapse 
into the status of a minor power and probably in social and political 
upheavals of a revolutionary character. The question presented, when 
reduced to its elements, is this: Is Japan likely to make any concession 
to the United States and Great Britain which would prejudice the 
success of her China policy in order that her present standard of 
living might be maintained? An affirmative answer to that question 

| would entail writing off the capacity of the Japanese people to disci- 
pline themselves and to make sacrifices and laying emphasis on the 

' |
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supposed attachment of these people to a standard of living higher 

than that which their indigenous mode of living requires. And it 
must be remembered, in connection with the question of the effect on 
the standard of living of the loss of Japan’s trade with the United 
States and Great Britain, that the remainder of her trade with coun- 

| tries outside the yen bloc, added to her trade with North and Central 

China and Manchuria, amounted in 1938 to a figure in yen equal to her 

total average foreign trade for the five years 1916 to 1920. 
I cannot imagine that any intelligent Japanese contemplates with 

equanimity the prospect of economic sanctions by the United States 
and Great Britain. We have had instances where protests on the part _ 
of the American and British Governments have caused the correc- 
tion by the Japanese of conditions in China which they themselves 
had created ; but these conditions, such as the Menchiang oil monopoly 
and the embargo on the export of hides and skins, were not only illegal 
but of relatively small importance, and the concessions which the 

Japanese made could not have affected in either direction the ultimate 

outcome of the conflict. I am, therefore, of the opinion that if eco- 
- nomic sanctions were in definite prospect there might be an even 

greater disposition on the part of the Japanese military authorities 
in China, who seem to have so much say in these matters, to correct 
conditions which also would not influence the course of events. If, 
however, the objectives which would be sought by the laying down 
of sanctions were not to be confined to the correcting of conditions of 
relatively small importance, or even to the removing of all the restric- 
tions on the right to trade, but were to include a substantial restoration 
of the status quo ante, an optimistic prediction would be permissible 
only if one could posit the ultimate authority in Japan lying with the 
“big business” elements. — , 
Many of my colleagues are disposed to attach a significance which 

I consider extravagant to the complaints privately and secretly ex- 
pressed to them by enlightened Japanese businessmen. The members 
of this group, along with others who are well-to-do, are being hard 
pressed. They are required to continue to pay the wages of those of 
their employes who are with the colors, 30 per cent of the annual bonus 
of corporation executives—usually many times greater than their 
nominal salaries—are required to be paid in non-transferable war 
bonds, and taxes are being increased; so that, along with growing in- 
ternational complications, the discontent and pessimism of this ele- 
ment are natural and understandable. The progress toward national 
socialism, however, has taken too definite form to warrant the as- 
sumption that the interests or the desires of the capitalist class, which 
forms a small part of the population, would constitute a controlling 
consideration in the event of an extreme economic emergency. It has
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_ previously been pointed out that a total cessation of trade with the 

United States and the British Empire would bring Japan’s trade down 

to the average annual figure of total foreign trade during the period 

from 1916 to 1920. It would seem a bold assertion to contend that 

the adjustments which Japan would have to make to conform to the 

conditions prevailing twenty years ago would be so great that she 

would prefer to prejudice, if not abandon, her adventure in China.* 

I have presented these thoughts somewhat provisionally. The sub- 

ject herein treated is receiving our continuous and careful attention, 

and, although the existence of intangible and unknown factors presents 

difficulties, I hope that I shall be in a position before long to submit 

to the Department my considered views on this important subject. 

Yet even in this provisional presentation I feel that certain psycho- 

logical factors deserve a place, namely, that the Japanese are a hardy 

race, inured to personal and national sacrifice; that they have been 

accustomed throughout their history to meeting catastrophe and dis- 

aster; that in them the “do or die” spirit 1s more deeply ingrained | 

than in almost any other people; that every one of their foreign wars 

has been a gamble as is the present one and that their spirit is to 

see the gamble through whatever the results, if only because the loss 

| of face involved in defeat (other and more important consequences 

of defeat have also to be considered), a factor the potency of which can 

only be fully appreciated by those who have lived long in the Orient, 

would outweigh the logical calculations expected among western 

nations. For Japan to admit defeat in the present hostilities after 

pouring out so much blood and treasure in China, even though that 

defeat were brought about by the economic sanctions of third parties, 

and to return even approximately to the status quo ante, 1s an hypothe- 

sis which we in this Embassy find it very difficult to entertain. To 

support if not to prove this thesis by quoting figures and statistics 

is simple enough, and it is on the basis of figures and statistics that 

my colleagues rest their opinions concerning the effectiveness of eco- 

nomic sanctions. I should add parenthetically that these colleagues 

had been confidently predicting for the past two years that the eco- 

nomic collapse of Japan was about to occur. I do not think that they 

give adequate weight to the psychological factors herein set forth, and 

these factors, in my opinion, should be given the fullest consideration 

before we allow ourselves to reach conclusions. 

Respectfully yours, JosEPH C. GREW 

+ The effects on Japan’s capacity to carry on hostilities of being deprived of 

certain raw materials have not been examined for the reason that, as Japan’s 

stocks of most of these materials are unknown, any conclusions which might be 

reached would have to be conjectural. [Footnote in the original.]
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893.60 Manchuria /15 | . 

Memorandum of Conversation, by the Adviser on Political Relations 
(Hornbeck) 

| [ Wasuineton,| January 13, 1939. 
At Mr. Lamont’s * request, I had a conversation with Mr. Lamont 

last evening at the Union Station, Washington, D. C. (See separate 
memorandum of conversation, of same date, on the subject of China 
consortium.**) One of the subjects which Mr. Lamont wished to dis- 
cuss was that of a project with regard to which he had been informed 
for purchase by Japan from the United States Steel Company through 
the Guaranty Trust Company of $11,000,000 worth of steel for con- 
struction in “Manchukuo”, 

Mr. Lamont said that he had been asked for his opinion with regard 
to this project. The Japanese were asking for steel to the value of 
$11,000,000, were ready to pay part cash and wanted part credit. He 
made the observation that the directors of a company have certain 
obligations to their stockholders and cannot lightly turn down an 
opportunity to do a profitable business. He said that the people who 
had consulted him were of the opinion that if they did not accept the 
business it would go to and be accepted by British and/or German 
and/or some other country’s producers. There was, he said, no law 
prohibiting such business; and, the American Government has not 
found that Japan is engaged in war. He, Mr. Lamont, had not felt 
that he could advise against the American interests concerned taking 
the business. He asked for my opinion. 

I replied that I could give nothing but my own personal opinion— 
plus my personal estimate of the situation and some of its trends. 
I then mentioned the general attitude of the American people; the 
increasing demand that something be done toward putting a stop to 
what is called this country’s “assistance to Japan” through the supply- 
ing of materials which contribute to Japan’s military operations; the 

| action which the Administration has taken in regard to export of 
airplanes; * the outcry against export of scrap iron; etc. I made 
reference to the inquiries made by the Nye Committee sometime ago 
and the agitation which had led to the passage of the N eutrality Act; * 
and to the decision which the du Pont Company had made that it 
would sell munitions neither to the Japanese nor to the Chinese. I 
said that to my knowledge there had been some discussion of possible 
persuasive action calling upon the people of the United States to 

* Thomas W. Lamont, of J. P. Morgan and Company, New York. 
* Post, p. 721. 
* See circular letter of July 1, 1938, Foreign Relations, Japan, 1931-1941, vol. m1, 

p. 201 ; cf. Foreign Relations, 1988, vol. m1, pp. 618 ff. 
* Approved August 31, 1935, and amended February 29, 1986, and May 1, 

1937; 49 Stat. 1081, 1152, and 50 Stat. 121.
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refrain from making loans or giving credits to countries engaged in 
hostilities, or at least to one side. I mentioned the opinion held by | 
some people that, unless American interests voluntarily curtail certain 
types of business with countries engaged in certain types of activities, 
there may come legislation prohibiting such business. Mr. Lamont 
said that he of course had most of those points in mind but that he 
felt that unless and until there was legislation on such subjects Ameri- 
can interests engaged in legitimate business, when offered opportuni- 
ties for trade—which, in turn, would make employment, etc., etc.,— 
should go ahead with business on a business basis. 

I made the observation that all such matters need to be considered — 
on the one hand in the light both of moral and of material considera- 
tions and on the other hand in the light both of short swing and long 
swing considerations. Mr. Lamont said that he quite agreed, but he 
indicated that he was not moved from the view that he could not 

advise the interests concerned in this project against accepting the 
business offered. , 

Stanutey K. Hornpecx | 

798.94/14694 | 

Mr. John Carter Vincent of the Division of Far Eastern Affairs to 
the Adviser on Political Relations (Hornbeck) — 

| [Wasuineron,] January 20, 19389. 
Dnar Dr. Hornseck: [Here follows discussion of the use of eco- 

nomic measures to support foreign policy.] - 
Mild measures of economic pressure to be applied to Japan have 

been frequently discussed and readily occur to mind: abrogation of 
the 1911 Commercial Treaty,” denial of financial assistance to Japan, 
modification of Section 338 of the Tariff Act of 1930 ** to allow for 

restrictions upon Japanese imports into this country because of dis- 
criminations against us set up by Japan in Manchuria and China, 
curtailment of shipment of certain war materials to Japan, et cetera. 

The question naturally arises: Can these—would these—measures 
get Japan out of China? The answer is no. It is believed that nothing 
short of defeat in war would, within the foreseeable future, “get 
Japan out of China”. But the objective of the measures contem- 
plated is not to “get Japan out of China”, as desirable an accomplish- 
ment as that would be. The objective is to prevent Japan from con- 
solidating her position in China and drawing sufficient strength 

*On January 20 Mr. Lamont said the project had been sidetracked for the 
time being but might come up at a later date. | 

* Foreign Relations, 1911, p. 315. 
* Approved June 17, 1930; 46 Stat. 590, 704.
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therefrom to allow for further aggressive action in other fields which 

would seriously menace our interests and probably lead us to war. 

Also to be considered in connection with the measures contem- 

| plated and their objective is the very great importance of there being 
kept in existence an independent Chinese Government and an inde- 
pendent Chinese domain,” independent of Soviet Russia as well as 
of Japan, which would furnish the support and stimulus to continued 
Chinese resistance and serve to make insecure Japan’s position in the 

portions of China under its control, and which would prove distinctly 
troublesome to Japan should she become involved elsewhere. Fi- 

| nancial assistance to the Chinese Government, in the form of 
| rehabilitation loans, material credits, et cetera, would contribute 

substantially toward that end. : 

| The employment of economic pressure raises of course the question _ 

of Japanese retaliation. The field of Japanese commercial retaliation 
is admittedly limited. Japan is now purchasing from this country 
only those commodities which are necessary to her and it is unlikely 
that she will stop making those purchases, unless prevented from 
doing so by us or by financial inability. In so far as action directed 
against American trade and interests in China is concerned, that trade 
and those interests are now receiving scant consideration and may 

| be expected to receive less and less consideration, irrespective of action 
taken by us, as Japan becomes surer of her position in China. With 
regard to the fear that Japan might risk war with us—might attack 
the Philippines—in retaliation for economic measures taken against 
her, I find little in the situation to support such a fear. If Japan 
could find in the Philippines the means to counteract the losses oc- 
casioned by economic pressures; if the Japanese military were not 
fairly well occupied in China; if Japan did not have a potentially 
hostile Russia north of Manchuria—then a fear of war might be 
warrantably entertained, but it seems to me that, the situation being 
what it is, the very slight chance of involvement with Japan is one 
which we could and should take in order to attain the objectives out- 
lined; that is, prevention of the development of a situation in which 
the chances of our becoming involved with Japan “would be measur- 
ably greater than would be the chances of our becoming involved in 
the present conflict were we now to render reasonable assistance to 
China”* and adopt measures to decelerate the Japanese aggressive 
movement. 

Mr. Hornbeck, in a marginal comment at this point, stated: “This has been 
the American view for 100 years—at all times. SKH.” Mr. Vincent’s memo- 
randum was submitted by Mr. Hornbeck to the Secretary and the Under Secre- 
tary of State. 

*My memorandum of July 23, 1938, addressed to you. [Footnote in the 
original ; for memorandum, see Foreign Relations, 1938, vol. m1, p. 234.]
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I believe that, in adopting the non-military economic measures en- | 

visaged, limited in scope and character to conform to our desire to 

avoid involvement in the conflict in China, we would, without danger 
and with small relative cost to ourselves now, be furthering objectives 
dictated by an enlightened national self-interest. _ 

| 611.946/421 | | | | 

Memorandum by the Assistant Chief of the Division of Far Eastern 
Affairs (Ballantine) of a Conversation With the Counselor of the 
Japanese Embassy (Suma) ae 

| - | [WasxHineron,] January 23, 1939. 

Mr. Suma took the occasion of a call at his request to discuss other 
matters to say that he would like to ask Mr. Ballantine very privately 
whether he had any information in regard to developments in connec- 
tion with proposals for imposition in this country of embargoes and : 
boycotts upon articles of trade with Japan. Mr. Ballantine said that 
he knew nothing in regard to the matter other than what was reported 
in the press, which he assumed that Mr. Suma had already seen, in 
regard to the organization of private groups advocating such action. 
Mr. Suma said that he was familiar with all that had appeared in the 
press on the matter and that the Embassy was following the Congres- 
sional Record carefully, but he wondered whether this question had 
been brought before the Department. 

Mr. Ballantine replied that, as Mr. Suma knew, these were matters 
which came within the province of the legislative branch of the Gov- 
ernment. Mr. Suma said he understood this, but he observed that the 
Japanese Diet was now in session and that various interpellations were 
being made by members of that body to the ministers of state on mat- 
ters affecting Japan’s international relations. Mr. Ballantine re- 
marked that in a legislative body various types of proposals were 
brought up for consideration but that did not mean that all of them 
were acted upon. Mr. Ballantine made it clear, however, that he could 
not undertake to gauge what the prospects were for Congressional 
action in this matter. | 

894.51/609.: Telegram | 

The Chargé in China (Peck) to the Secretary of State 

CHUNGEKING, January 23, 1939—9 a. m. 
| | [ Received 5: 20 p. m.] 

46. Arthur N. Young “ has supplied me with a digest of an analysis 
of Japan’s financial position issued here on January 13 by “Reuter’s 

“ American adviser to the Chinese Ministry of Finance.
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X-ray”, a confidential business news service. Young understands that 
this analysis, digest of which will be quoted in my 47, January 23, 
10a. m.,“" was prepared by a competent authority. The object of the 
study is to determine how sensitive Japanese finances are likely to be 
to possible economic retaliation on account of difference of third party 
interests in China. | | 

In conversation with me Young made the comment that the most 
effective retaliatory action would probably be restriction of Japanese 
exports to western countries because this would reduce Japan’s total | 
capacity to buy imported supplies whereas restriction of exports to 

_ Japan of military supplies which press reports is advocated by a com- 
mittee represented by Mr. Stimson @ and by others while it would be 
useful would be effective only to the extent that such supplies could 

| not conveniently be procured elsewhere, moreover former measure 
could be supported as directed toward economic discrimination against 
the interests of Western Powers and would consequently have less of 
a political character than so-called sanctions. | 

Repeated to Peiping, Peiping please repeat to Tokyo. _ 
| : , PEcK 

894.00/839 : Telegram | | 

The Ambassador in Japan (Grew) to the Secretary of State 

- Toxyo, January 24, 19839—7 p. m. 
| [Received January 24—11 a. m.] 

44, 1. Interpellations in the Lower House on the annual addresses 
of the principal members of the Cabinet were concluded yesterday. 
Interest naturally was centered largely in the conflict with China and 
in the relations with foreign countries rising out of the situation in 
China. The House today took up the budget, and discussion of for- 
eign policies will be continued in committee. Interpellations began 
yesterday in the House of Peers. 

2. The most conspicuous feature of the discussions thus far on 
foreign policies has been the strong note of dissatisfaction over the 
expressed desire of the Minister of Foreign Affairs “ to reach settle- 
ment with the American and British Governments on the question 
of the Open Door. On January 2ist Arita was asked to explain the 
position of the Government with regard to (a) establishing relations 
with China on the basis of the “good neighbor principle”; and (6) 
economic relations with China. He stated with regard to the first 
point that Chinese animosity against Japan could be eradicated only 

“Not printed. 
“Henry L. Stimson, Secretary of State, 1929-33. 
“ Hachiro Arita.



_ UNDECLARED WAR | 487 

if Japan harmonized its actions with its words. He denied that 
Japan proposed to establish a paramount position: The relationship 

desired was that existing between equals. He believed that if that 
relationship could be realized the Chinese would cooperate. He de- 
clined to indicate the form which a new Chinese Government should 
take, as that was a matter for the Chinese themselves to determine, 
but he felt confident that a strong Government would be established. 
The Japanese Government has not been in touch with Wang Ching 
Wei“ but he believed that Wang’s announcements urging need for 
peace with Japan have created a profound impression not only in 
China but in the occident as well. With regard to the second point, 
he regrets the use of the word “bloc” in connection with the proposed 
economic association among Japan, China and Manchukuo, but that 
association has necessarily to be a close one. Such an association, 
which would take into account national defense needs and economic 
self-sufficiency, does not conform with existing concepts of the Open 
Door and consequently the American and British Governments have 
protested.* It was the opinion of the Japanese Government that dis- | 
cussion by exchange of notes should be avoided and he had therefore 
explained Japan’s needs and desires to the Ambassadors concerned but 
without success. He had emphasized that the various incidents which 
had arisen were due to military necessity and that with the subsidence 
of military operations the situations complained of would largely be 
remedied but the United States and Great Britain point out discrep- 

ancies between Japanese assurances and facts and continue to be- 

lieve that Japan intends to drive the interests of third countries out 

of China. In his opinion, however, the American and British offers 

to discuss modification of treaties indicate some appreciation of the 
existence of a new condition in the Far East. 

_ 8. TYfis statement was harshly criticised in subsequent sessions as — | 
being too conciliatory. Members stated that the surrender of Japan’s 
paramount position gained by heavy expenditure of lives and money 
was unthinkable; that Japan’s honor would not allow Arita either 
to avoid the establishment of an economic bloc with China or to 
beguile the United States and Great Britain with assurances that a 

bloc would not be formed; and that “Shidehara*“ diplomacy was 
liquidated with the Manchuria incident and its reappearance will 
not be tolerated”. 

4, In the course of these debates repeated reference was made to 
reported American and British plans to impose economic sanctions. 

kin Recently Deputy Leader of the Kuomintang (Nationalist Party) at Chung- 

‘2 Vor the American note of December 30, 1938, see Foreign Relations, Japan, 
1931-1941, vol. 1, p. 820. 
“Baron Kijuro Shidehara, Japanese Minister for Foreign Affairs, 1929-31.
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The sentiments expressed by members were those of defiance and con-- 
fidence. The Prime Minister“ yesterday said in this connection: 
“I was asked whether Japan would submit if economic sanctions were 
applied by third countries. There is a plan for coping with any eco- | 
nomic blockade set up by third countries. Naturally it is hoped that 
such a situation will not arise but if it should arise some means for 
dealing with it resolutely will be devised.” | 

Cipher text to Peiping for repetition to Chungking. | 

| GREW 

694.1115/10 7 | . : | 

Memorandum of Conversation, by the Assistant Chief of the Division — 
of Far Eastern Affairs (Ballantine) | 

a [Wasuineron,] January 24, 1939. 
Mr. Powell of the Mesta Machine Company, Pittsburgh, Pennsyl- _ 

vania, stated that his firm did considerable business with Japan and 
“Manchukuo” in steel works equipment and that the firm was en- 
countering stiff competition from German manufacturers as a conse- 
quence of the barter agreement for the exchange of soya beans in 
return for German products and as a result of the German Govern- 
ment’s assistance in other ways to German exporters. He felt that 
his firm could still compete because of the higher quality of the Amer- 
ican products over the German if only our Government would support 
American business in the way that the German Government did. He 
expressed dissent with what he considered to be our policy of “antago- 
nizing Japan”, as he believed that we should accept the fact that Japan 
was going to dominate the Far East. Mr. Powell said that he had not 
come to debate the wisdom of our policy, but that he should like infor- 
mation in regard to it which would be of assistance to him in shaping 
the company’s plans. He asked specifically about our attitude toward 
the recognition of “Manchukuo”, toward embargoes, and toward loans 
by the Reconstruction Finance Corporation to Japanese interests. 
He referred to the recent $25,000,000 credit extended to China by the 
Export-Import Bank “ and he asked what our attitude would be if 
a similar loan were to be requested by Japanese interests. 

Mr. Ballantine denied that it was this Government’s policy to 
antagonize Japan. He said he knew of no action which this Govern- 
ment had taken in restricting shipments to Japan other than in con- 
nection with the voluntary restrictions by American manufacturers 
of airplane equipment, to which Mr. Powell had referred, and he said 
that the question of embargoes was, of course, a matter for Congress 

“Baron Kiichiro Hiranuma. 
“ See Foreign Relations, 1938, vol. m1, pp. 519 ff.
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to determine. Mr. Ballantine said that our Government had not 

recognized “Manchukuo” and he briefly indicated our position on 
this matter. With regard to the question of loans by the Reconstruc- 
tion Finance Corporation to Japanese interests, Mr. Ballantine said 
that he did not know that any proposal for such a loan had been made 
to the RFC * and that, in any case, he could not undertake to speak 
for the RFC. Mr. Powell said that if credits by the Reconstruction | 
Finance Corporation were extended to the Manchuria Heavy Indus- 
tries Company, it would, of course, enable that company to place 
large orders with American firms and he would like to have Mr. Bal- 
lantine’s personal reaction as to what the attitude of this Government 
would be toward such a loan. Mr. Ballantine said again that he could 
not speak for the Reconstruction Finance Corporation, but he thought 
that if Mr. Powell would study our note to Japan of October 6, 1938, 
the Japanese Government’s reply of November 18, and our rejoinder 
of December 31 [30], all of which have been published in the press, 
he would obtain an idea of the issues between the United States and 
Japan which would enable him to form his own estimate as to whether | 
a proposal for such a loan, if made, would be affirmatively acted upon. 

893.515/1847 | 

Memorandum by the Adviser on Political Relations (Hornbeck) © 

| [Wasurineron,] January 25, 1939. 

I would call most thoughtful attention to the statements of Mr. 

Grew and Mr. Williams” quoted on the first page of the digest 

hereunder.® 

Mr. Grew states that he does not believe that anything short of force 

can lead to substantial moderation of Japanese policy in China and 

that he therefore cannot conscientiously recommend to his Govern- 

ment recourse to economic sanctions. Mr. Williams states to the Am- 

bassador that it is his (Williams’) opinion that only measures en- 

visaging extremely drastic steps backed by the determination to resort 

_ to military and naval force, if necessary, will cause Japan to deviate 

from her determination to exercise full and complete economic control 

of China. 
Thus, both of these first-hand observers are in agreement that, to 

restrain Japan, force must enter the picture. I concur in that view. 

Mr. Grew, however, believing that nothing short of force can restrain 

Reconstruction Finance Corporation. 
® Foreign Relations, Japan, 1981-1941, vol. 1, pp. 785, 797, and 820. 
5! Addressed to the Secretary and the Under Secretary of State. 
® Frank S. Williams, Commercial Attaché in Japan. 
® Digest not printed ; for statements, see Ambassador Grew’s letter of December 

7, 1938, and Mr. Williams’ memorandum of December 6, Foreign Relations, 1938, 

vol. rv, pp. 99 and 100.
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Japan, feels that he cannot recommend economic sanctions; whereas 
Mr. Williams envisages “extremely drastic steps backed by the deter- 
mination to resort to military and naval force, if necessary”. It is | 
my view that resort to economic sanctions while declaring to the world 
that this country will not support and supplement such sanctions 
with armed force, would prove ineffective, harmful to American inter- _ 
ests, stultifying and even dangerous, but that embarkation upon a 

. well planned and comprehensive program of economic sanctions with 
an announcement or clear indication that we would be prepared, | 
should there be need, to support and supplement those sanctions with 
armed force would be very likely to prove effective without its becom- 
ing necessary at any stage actually to resort to use of armed force. 

I therefore favor proceeding upon a course contemplating and in- 
| volving a program the opening numbers of which would be applica- 

tion of economic sanctions with clear indication from the outset that, 
if it should be necessary to carry out the whole program, the final 
numbers would probably be use of armed force.™ : 

, | Stanutey K. Hornseck 

793.94/14785 

Lhe British Embassy to the Department of State 

Aiwr-Mémorre | 

On instructions from his Government the First Secretary of the 
United States Embassy in London enquired on November 3rd * what 
further measures His Majesty’s Government might think suitable 
in the event of the Japanese Government replying unfavourably to the 
parallel approach which it was proposed to make in the matter of the 
navigation of the Yangtze. 

2. His Majesty’s Government thereupon undertook a detailed study 
of the whole question of the feasibility of instituting measures of 
retaliation against Japan, a matter to which they had already given 
much thought during the preceding twelve months, without however 
finding it possible to devise any measures on the part of the United 
Kingdom which could be relied upon with any real certainty to 
achieve the objects desired within a reasonable period of time. 

3. Their earlier examination of this subject in November 1937 had 
led them to conclude (a) that Japan would be able to continue military 
operations for some months without further importation of essential 
war supplies except possibly certain merchandised transport and 

“The Under Secretary of State noted this comment on the memorandum: “I 
should like to discuss this at some length. 8S. W.” 

“* Handed to the Under Secretary of State by Mr. Mallet, British Chargé, 
January 25. 

** See telegram No. 1280, November 3, 1938, 4 p. m., from the Ambassador in 
the United Kingdom, Foreign Relations, 1938, vol. Iv, p. 197.
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aviation spirit; (0) that an embargo by the British Empire and the | 

United States of America on selected commodities required by Japan 

would cause her serious difficulty, but that in the absence of a world- 

wide scheme of international retaliation Japan could not without a 

state of war between her and the retaliating countries be prevented 

from acquiring supplies from alternative sources in non-retaliating 

countries and by means of entrepdt trade through these two countries : 

(c) that an embargo by the British Empire and the United States on 

all Japan’s export trade would be highly embarrassing for her and 

might in the long run prove decisive owing to her inability to pay 

for imports; but that no decisive effect could be expected for a con- 

siderable period: (d) that a refusal by the British Empire and the 

United States of bunker facilities and of use of their ports to Jap- 

anese shipping would increase economic pressure on Japan although _ 

it would not prevent the conveyance of goods to and from Japan: 

that Japan would however probably regard action directed against 

her shipping as especially provocative and might well retaliate against | 

United States and British shipping in the Far East: (¢) that the 

~ cooperation of other countries with the United States and the British 

Empire would intensify to varying extents all the different forms of | 

pressure: but that as regards Japanese imports, the participation of 

any number of countries conceivable in present circumstances could 

not entirely prevent Japan from acquiring necessary supplies of raw 

materials, Their participation would, however, increase the tempo- 

rary dislocation of Japan’s trade and force her to pay higher prices 

for her supplies: and the effect on Japanese exports would be more 

pronounced if the Netherlands, France, Egypt, Belgium, the U.S.S.R. 

and the Argentine cooperated: (f) that as regards the counter effect 

on those, by far the largest part of the loss of trade would fall on 

certain overseas countries, notably India and Australia: (9) that 

the adoption of measures sufficiently drastic to have any prospect of 

achieving the results desired would involve the risk of grave counter- 

measures by Japan and may lead to war. The foregoing conclusions 

related particularly to the imposition of formal sanctions as a po- 

litical weapon for the arrest of Japan’s aggression in China. They 

would apply, however, with approximately equal force to economic 

reprisals designed as a measure of defence against injury by Japan 

te specific interests in China. 

4. The reconsideration which His Majesty’s Government in the 

United Kingdom have given to this subject since the United States’ 

inquiry in November has confirmed their view that the above con- 

clusions were well founded and still hold, although, of course, the 

deterioration in the economic position of Japan since November 1937 

has shortened the period in which an embargo on Japan’s export trade 

might now be expected to have a decisive effect.
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5. Indeed, His Majesty’s Government in the United Kingdom are 
advised by His Majesty’s Ambassador at Tokyo that the placing of 
an embargo on imports from Japan by the British Empire and 

| the United States would in present circumstances have an immedi- 
ate and disastrous effect on her whole economy ® and that the present 
moment is particularly favourable for action, when the Japanese | 

_ army are so deeply involved in China and when the prospect of 
future economic and financial difficulties is beginning at last to be 
present to the minds of competent Japanese leaders. | 

It may be added that British business firms in China, who would un- | 
doubtedly be the first victims of Japanese counter measures, are of 
the opinion (in which His Majesty’s Ambassador in China entirely 
concurred) that retaliation in some form (e. g. denunciation of the 
Anglo-Japanese Commercial Treaty °’) is the only effective method 
of countering Japanese designs. | : 

6. Denunciation of the Anglo-Japanese Commercial Treaty would 
| not enable immediate action to be taken owing to the period of notice 

required. In the meantime the restrictions which might be placed 
on Japanese imports into British Colonies or into, say, the Philippines 
could not be made effective, while reprisals not involving the infringe- 
ment. of Commercial Treaties would necessarily be very limited in 
scope. ne He 

But the giving of such notice would in any event be a very serious 
warning to Japan, and His Majesty’s Government in the United King- 

| dom will be glad to know whether the United States Government 
consider that denunciation or the threat of denunciation in itself 
would produce a deterrent effect. | - 

% If, as is only too likely during the period of notice fresh action 
were taken by Japan to infringe the treaty rights of His Majesty’s 
Government or of the United States Government, it would be a matter 
for consideration whether in view of Japanese action we could take 
retaliatory measures before the stipulated notice had expired. . 
Whether notice of denunciation had been given or not, it may be 

possible to argue that the material damage to United States and 
British interests resulting from Japan’s disregard of her obligations 
under the treaties to which we are all three parties has been such that 
Japan has no right to complain if we act in a manner incompatible 
with other treaty obligations between Japan and ourselves or if, 
as a measure of retaliation or as a means of obtaining redress and 
reparation, we take action against her which would otherwise be 

* In telegram No. 45, J anuary 26, noon, the Ambassador in Japan reported that 
the British Ambassador had informed him that his report to his Government should not read “immediate and disastrous effect” but rather that such measures 
“would set in motion” ultimately disastrous effects (893.515/1350). 
5 “ened at London, April 3, 1911; British and Foreign State Papers, vol. civ,
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illegal, so long at any rate as the retaliatory action is in proportion 

to the wrong and, as near as may be, similar in kind. If such action 

were legitimate it would obviate the need to await the expiration of 

the notice of denunciation before putting into effect any retaliatory 

measures, at least of proportionate extent and approximately similar 

in kind, which may have been decided on. oS | 

8, His Majesty’s Government in the United Kingdom will welcome 

the views of the United States Government on this point, and any 

indication they see fit to furnish as to the conclusions to which their 

own consideration of the whole matter has so far led them. If the 

United States Government has found it possible to formulate any 

definite proposals, His Majesty’s Government in the United Kingdom 

will, of course, be happy to examine them with a view to possible paral- 

lel action. Any proposals, however, would have to be referred by 

His Majesty’s Government in the United Kingdom to the Dominions 

and to the Government of India and the Government of Burma on 

whom, as stated above, by far the greatest part of the loss of trade 

would fall. The United Kingdom Government might also have to _ 

introduce special legislation if effective measures of retaliation were : 

to be instituted against Japan. Should it be found possible to reach 

agreement on these points it would be necessary for all the govern- : 

ments concerned to consider what Japanese counter-measures, eco- 

nomic or military, e. g. against shipping or other interests accessible 

to Japanese action were to be apprehended and what contributions : 

to the common defence each of the governments concerned would be . 

prepared to guarantee. | a 

9. A policy of retaliation cannot be embarked upon without a clear | 

~ realisation as to what it will lead to if pursued to the end—and the 

objections to embarking on such a policy and then being forced to 

retract are self-evident. Whatever may be the initial step in a policy 

of retaliation the real problem is the political dilemma that non- 

retaliation may involve failure to protect treaty rights and the legiti- 

mate interests of British and American nationals against discrimina- 

tion and the danger of eventual elimination by Japanese aggressions, 

while retaliation involves the danger of counter-measures and of war. 

His Majesty’s Government in the United Kingdom have hitherto 

been disposed to think that in the present state of Kurope the right 

policy for the present is not to embark on retaliation. 

But His Majesty’s Government in the United Kingdom have not 

reached any final conclusion and it would greatly assist them to do so 

if the United States Government could inform them of any conclu- 

sions at which they themselves have arrived. 

WASHINGTON, January 25, 1939. 

278040—55——82
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893.51 Manchuria/100 | . . 

Memorandum of Conversation, by the Chief of the Division of Far — 
Eastern Affairs (Hamilton) Le 

| [Wasuineron,]| January 27, 1939, 
Mr. Henry Breck of J. & W. Seligman and Company, New York, 

called by appointment made by long-distance telephone from New 
York. He said that a short time ago his firm had been approached 

. by a German bearing a letter from Mr. Aikawa with a proposition 
| that J. & W. Seligman and Company undertake the placing of a credit 

in this country to the Manchurian Industrial Development Corpora- 
tion covering the purchase of steel rails, steel, and copper. Mr. Breck 
said that he had gained the impression that these commodities were 
to be used in rehabilitating certain sections of the South Manchuria 
Railway. He said also that the commodities mentioned were not arms 
and munitions of war. He said that the proposition as advanced | 

| envisaged the putting up by the Manchurian Industrial Development 
Corporation of $30,000,000 in Japanese-dollar bonds plus $5,000,000 
in gold, on the basis of which collateral a credit of $20,000,000 would 
be extended for two years, to be repaid in installments after that time. _ 

Mr. Breck said that he doubted whether as a practical matter this 
credit could be placed with American financial institutions but that 
before continuing with consideration of the matter his firm wished 
to know the attitude of the Department of State in the premises. 

I said that I had been very much interested in his statement express- 
| ing doubt whether American financial institutions would be hkely 

to agree to extending any such credit and that in view of Japan’s gen- 
eral credit position I personally would have been surprised to hear 
that American financial institutions would be interested in extending 
any such credit. I referred to the fact that some months ago the De- 
partment of Commerce had issued a circular advising Americans to 
do business with Japan only on the basis of irrevocable letters of 
credit. I said that exchange control in Japan and the difficulty of 
getting funds out of Japan were responsible for the issuance by the 
Department of Commerce of the circular in question. I said that 
much the same situation in reference to exchange control existed in 
Manchuria. I said that in the light of the fact that J apan’s military 
activities were resulting in serious injury to American rights and inter- 
ests—which fact I was sure Mr. Breck was apprised of from the com- 
munications exchanged between this Government and the Government 
of Japan since last October—, it had been our hope that American 
financial institutions would, on their own initiative and taking into 
account the credit risk involved, not take any action which would 
facilitate, either directly or indirectly, Japan’s activities, Mr. Breck 
then inquired whether our attitude would be the same toward the ex-
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tension by an American seller, such as the United States Steel Corpo- 

ration, of a credit along the lines under discussion. I replied that our 

hope that American concerns would decide voluntarily not to take 

action in the credit field applied not only to American financial insti- 

tutions but to American sellers of commodities. He then asked what 

our attitude would be toward a cash sale of commodities to Japan. I 

told him that we would have nothing to say on that subject. 

Mr. Breck said that in the light of what I had said to him, as re- 

corded above, he was sure that his firm would have nothing to do with 

the proposed credit transaction. He said also that in making known 

its decision to the representative of the Manchurian Industrial De- 

velopment Corporation, no mention would be made of the Department 

of State. — : 
M[axwe.tt] M. H[amirton] 

894.51/611a : Telegram | 

The Secretary of State to the Ambassador in the United Kingdom 

| (Kennedy) 

WASHINGTON, January 30, 1939—5 p. m. 

77. Please endeavor, through discreet inquiry, to ascertain (a) 

whether British banks or firms are now extending credits, short term 

or otherwise, to Japanese interests, (6) the method employed to “peg” 

the yen to the pound sterling and (c) if the method employed is the 

maintenance of gold or other deposits in British banks, whether 

credits are extended thereon. 
Hui. 

793.94/14653 : Telegram 

The Ambassador in Japan (Grew) to the Secretary of State 

: Toxyo, January 30, 1939—9 p. m. 

| | [Received January 30—11: 25 a. m.] 

51. 1. The following is a condensation of a report which in various 

versions appeared simultaneously in the papers this morning: 

“Pressure against and restriction of Japan’s ‘new order in Hast 

Asia’ on the part of England and the United States have become 

more and more apparent. In one section of the United States particu- 

larly there has been recently an intensification of the tendency toward 

anti-Japanese feeling. The former Secretary of State, Mr. Stimson, 
is the chairman of a committee organized for non-participation by the 

United States in Japanese aggression. The Committee is making 

vigorous efforts to have Congress pass a bill prohibiting the export of 

oil, iron, et cetera, to Japan. Further, with the Communist Party 

as the central figure, anti-Japanese propaganda is being spread among
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the people. These and other movements are to be very carefully 
watched for their effect on the attitude of the United States towards 
Japan. It is said that England is engaged in the study of concrete 
plans for economic sanctions against Japan with the cooperation of 
America. France also is to enter this arrangement. These and other 
factors make it necessary to pay very careful attention to the move- 
ments of the democratic countries as they are directed against Japan. 

Prime Minister Hiranuma and Minister for Foreign Affairs Arita 
have frequently since the opening of.the Diet set forth their opinions 
concerning the policies of the Japanese Government with regard to 
the above situation. They have stated that the Japanese Government 
has made complete plans for successfully coping with economic sanc- 
tions of any sort which may be undertaken and they have made clear 
their determination to proceed apace with the realization of Japan’s 
aims. Further, the Imperial Government anticipating, in view of 
recent international conditions, that economic sanctions may soon be 

_ Imposed on Japan, is engaged in the establishment of thorough going 
plans to meet every exigency. 

It seems that at the five-Minister meetings held on the 25th and 
26th various important consultations particularly in regard to this 
point were held, i. e., the Imperial Government on its part, even if 
economic sanctions of any sort by Great Britain and the United 
States should become a fact in the future, will not waver in the slight- 
est degree in its determination and established policies and rejecting 
all interference will forge ahead rapidly in the establishment of a new 
East Asia”. | 

2, There are persistent rumors that a conference before the 
Emperor was held a few days ago on an unknown subject. 

Grew 

793.94/146674 : | | 

Memorandum by Mr. Lawrence E. Salisbury of the Division of Far 
Eastern Affairs ® : | 

[| Waseineton,| January 30, 1939. 
There is at present under consideration the question whether the 

_ United States ought to adopt an economic policy toward Japan and 
China intended to insure failure of Japan in its attempted conquest 
of China. 

In this memorandum the writer has sought to reach an answer to 
that question only in its relation to the welfare of the United States 
of America; he has attempted to eliminate such influences as dislike 
of the Japanese military, dislike of authoritarianism, dislike of com- 

Nelson T. Johnson, Ambassador in China, temporarily in the United States, 
commented on this memorandum as follows: “Mr. Salisbury has marshalled all 
of the arguments against sanctions against Japan by the United States very well. 
He does not oppose ultimate use of this weapon but questions whether this is 
the time for such measures.”
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munism, sympathy for the suffering millions of Chinese, a desire “to 

do good”, a desire to chastise “the bad”, a desire to insure for the 

world some desirable but vague millenium in the not too distant future. 

The elimination of these influences has been attempted because such 

influences are emotional rather than reasoning and are apt to relegate 

the welfare of the United Statesto a secondary place. | | 

The answer arrived at in this memorandum is: to attempt at the 

present time to effect the failure of J apan’s policy in China through 

economic measures will not serve the best interests of the United 

States. a a 

[Here follows discussion of the subject in detail. | oO 

Conclusion: | | | 

The conclusion arrived at in this memorandum is that the appli- 

cation of economic measures directed against Japan before the cer- 

tainty of Japan’s success in China is established would invite the risk 

of a war between the United States and Japan which would be con- 

trary to the best interests of the United States when, by waiting, risk 

of war with Japan may be eliminated through factors not originating 

in the policy of the United States. : 

It is believed that we should use our influence against countries en- 

gaged in breaking down orderly processes in relations between na- 

tions. The preservation of orderly processes is important to the 

United States. In employing that influence, it is believed that this 

Government should continue the policy which it has heretofore pur- — 

sued; namely, in regard to Japan, approaches through the machinery | 

of diplomacy, the withholding of aid to Japan, the withholding of 

assent to Japan’s actions, and the taking of cautious measures of | 

| assistance to China which do not incur the risk of war. 

893.515/1353 : Telegram 

The Ambassador in Japan (Grew) to the Secretary of State ™ 

| Toxyo, January 31, 1939—3 p. m. 

[Received 11: 45 a. m.] 

53-61. Our 45, January 26, noon.” 

1. The following is summary of a telegram from my British col- 

league to the British Foreign Office commenting on the latter’s tele- 

gram of January 23 to the British Embassy at Washington the 

substance of which has presumably been communicated to the De- 

The nine sections of this message, transmitted as telegrams Nos. 53-61, are 

printed as one document. 
© Not printed.
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partment ™ with regard to the question of applying economic 
sanctions: 

(2) Although the telegram to Washington stresses the trade inter- 
ests in China as the principal object of counter measures, Craigie 
feels that the main issue is far more important, there being at stake 
the whole poiitical and economic future of countries with interests 
in the Pacific, along with the urgency of insuring the principle [of?] 
observance of treaty obligations. If those are the objectives, greater 
risks would be warranted than if the preservation of economic inter- 
ests alone were sought. The establishment in the Far East of a 
totalitarian power is being helped by the British Hanpire and. the 
United States by supply of necessary materials, and if tl "7 continue 
such supply the process of establishment will soon have been 
complete . | oo 

(6) The present is opportune moment for resolute action toward 
reducing purchases of Japanese merchandise and gold. It is pos- 
sible that in a few months time the situation will have become less 
favorable. Craigie believes that the damping veto of fishery dispute 
with Soviet Russia is due to firmer attitude of the United States and 
Great Britain. | | 

(c) Craigie does not share the view that naturally purchases of 
materials through or directly from third countries would prejudice 
effectiveness of sanctions. | 

(d@) Craigie believes that widespread embargo would set in motion 
a process that would rapidly prove disastrous to Japan and that there- 
fore there is stron probability that Japanese anticipation of increas- 
ing pressure would cause'Japan to moderate her policy long before 
pressure reached its maximum effect. He does not believe that J apan 
could retaliate by making further reductions in imports from British 
areas without endangering her own economy and her continental 
policy. The object of limiting Japanese exports would be to prevent 
Japan from financing essential imports. 

(¢) Craigie reaffirmed that a policy of counter measures should not 
be embarked on unless there is determination to pursue it if necessary 
to the end, but he believes that there is slight risk of eruptions if 

| the matter is properly handled. Any risk involved would arise from 
possible irresponsible action by younger officers and reactionary ele- 
ments rather than from any deliberate act by the J apanese Gov- 

| ernment, and then only if there were ill-timed publicity or other form 
of mishandling. Present Japanese policy is based on assumption, 
which is still held, that the United States and Great Britain will 
not take joint action. The problem would be to convince the J apanese 
Government that such action would be taken but without any overt 
or public threat. In this situation the saving of “face” is an all 
Important factor (end of summary of Craigie’s analysis). 

[2.?] For over a year Craigie has urged me to recommend to my 
Government that the United States and Great Britain jointly apply 
sanctions in order to safeguard their economic and political interests 
in the Far East, and I have consistently taken the position that I 
would not recommend such measures unless our Government were pre- 
pared in the last resort to adopt measures of force. Craigie has until 

“See British aide-mémoire of J anuary 25, p. 490,
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| very recently stressed the importance of safeguarding our respective 

economic interests in China and political interests in the Far East, | 

and I have taken and still take the view that the United States 
is both politically and economically not involved in the Far East 
to the same degree and extent as is Great Britain and that not- 
withstanding their common viewpoint with regard to the sanctity 

of treaties and other principles of policy, it does not necessarily 

follow that the United States should also apply corrective measures 

with all the attendant risks: that was a question which could be 
resolved by my Government in the light of the desires and restraints 

of the American people. 

| 3. As will be noted from sub-paragraph (a), paragraph 1 above, 

Craigie now accords first importance to safeguarding the economic 

and political future of countries with interests in the Pacific and 

to maintaining the principle of the sanctity of treaties, the conserving 

of economic interests in China being relegated to a secondary posi- 

tion. He feels that there has now been indicated a solid and sound 

basis for Anglo-American joint action. I have told Craigie that, in 

my view, the American people are now in process of making up 

their minds on the question whether or not they wish to join with | 

the other democratic nations in a concerted and positive effort to 

maintain the sanctity of treaties and avert a future danger; that 

whatever decision my Government may take will be formulated in 

the light of dominant American public opinion; and that, having in 

mind the bearing on this question also of [considerations] arising 

in Europe, with which I am not intimately familiar and which are 

not within the compass of my duties, any recommendation from me 

one way or the other would be out of place. Nevertheless I have 

also told Craigie that I am keenly aware of the importance of my 

appraisal of the question whether economic sanctions would be effec- 

tive, and that I hope to be in a position shortly to advise my 

Government in that regard. 

4, As stated in our 48, January 27, 6 p. m., we are now studying the 

question of the possible effects of sanctions, and I wish to reserve my 

considered observations on Craigie’s comments. I should however 

make brief references to the following points: 

(a) Adverse predictions concerning Japan’s economic future which 
have been freely made during the past few years, to which we have not 
subscribed, have not been substantially borne out. Craigie has modi- 
fied his view in this respect but holds that loss to Japan of American 
and British markets with consequent restriction of power to purchase 

essential materials would have a paralyzing effect on Japan’s economy. 
Naturally I prefer to be guided by the results of our studies before 
expressing myself on this point. 

* Not printed.
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(6) Idonot subscribe to the premise and therefore to the conclusion 
_ that, because Japan’s continental policy is based on assumption that 

there will be no joint Anglo-American action, an anticipation of in- 
creasing pressure would bring about moderation of her policy, if by 
moderation is meant a change in attitude which would substantially 
constitute respect for her treaty obligations. | 
_ (¢) I do not follow Craigie’s arguments on the matter of saving 
face. Face saving procedures or formulas are not, in my opinion, 
likely materially to alter the course of events in this case. — | 

(d) It will be noted that Craigie now shares my view, subject to his 
comment as above outlined, that economic sanctions should not be | 
resorted to unless there is intention to resort if necessary in the last 
analysis to force. | 

_ 5. In summary, my present thoughts with regard to Craigie’s 
analysis run somewhat as follows: | : 

(a) Confidential communication to the Japanese Government that | 
the United States and Great Britain, acting in concert, had definitely 
determined to apply economic sanctions might conceivably bring about 
some moderation of Japanese restrictions on foreign interests in 
China, but no Japanese Government could agree to an appreciable 
return towards the szatus quo ante and British policy; | 

_ (6) In any event, ill-timed publicity would be almost certain to 
occur, and such publicity, in the present temper of the Japanese public, 
especially the military; would inflame this country and would cause the 
gravest risk of serious incidents which, in themselves, might render 
recourse to force unavoidable; | 
_(c) To threaten sanctions and to fail to carry them through would 

be an act of the utmost shortsightedness, ruinous to our prestige and 
influence in the Far East. | | 

(d) It is true that the actual application of effective economic 
sanctions by the United States and Great Britain would eventually 
exert powerful restraint on the Japanese military and political pro- 
gram in China, but we are not convinced that such restraint could be 
made effective for a considerable period of time. In the meantime the | 
risks mentioned in paragraph (b) would progressively increase. 

6. My despatch 3591 ® discussing this general subject should reach 
the Department in a few days. Another despatch“ endeavoring 

| further to analyze the practical effect of economic sanctions on Japan 
is now in course of preparation and will go forward in the next pouch 
on February 16. I know only through my British colleague that this 
subject is now being discussed in Washington but in view of this 
knowledge and the fact that the subject is also at present being given 
intensive consideration here (see our 51, January 30, 9 p.m.) it appears 
desirable to send the foregoing comments by cable rather than by mail. 

No repetition. 

GREW 

“Dated January 7, p. 478. 
“No. 3679, February 14, not printed.
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798.94/15197 . 

Memorandum of Conversation, by the Under Secretary of State 

: - (Welles) — | 

- [Wasuineton,] February 3, 1939. 

The British Chargé d’Affaires called to see me this morning. Mr. 

Mallet was instructed by his Government to discuss with me the ques- 

tion of the possible taking of retaliatory measures against Japan dealt 

with in Mr. Mallet’s aide-mémoire of January 25. Mr. Mallet was 

instructed to give me to read the telegram sent the British Foreign 

Office by Sir Robert Craigie, the British Ambassador in Tokyo, in 

| which the latter differed in some of the considerations advanced to 

the United States Government by the British Foreign Office. Upon 

reading the telegram which Mr. Mallet gave me I told him that the 

contents of this telegram had already been communicated to the De- 

partment by Ambassador Grew® and that we were consequently fa- . 

miliar with the views expressed. Mr. Mallet replied that his Foreign 

Office knew that Sir Robert Craigie had showed this telegram to Mr. 

Grew but they had not been certain whether Mr. Grew had reported | 

the contents thereof fully to the Department. _ | a 

[told Mr. Mallet that he might inform his Government that very 

full consideration had been given to this question by the Secretary of | 

State himself and that this Government had reached the conclusion 

that for the time being its point of view was more or less that expressed | 

by the British Government in its aide-mémoire of January 25. 

I said that this Government would not consider for the time being 

undertaking retaliatory measures against Japan. I stated that if as 

the time passed we desired to consider the matter further, we would 

inform the British Government accordingly and discuss further with 

them some of the issues involved. 
S[umner] W[=.ues| 

894.51 /612 ; Telegram 

The Chargé in the United Kingdom (Johnson) to the Secretary | 

of State | 

Lonvon, February 3, 1939—7 p. m. 
[Received February 3—6 p. m. | 

157. 1. With reference to the questions raised in the Department’s 

77, January 30, 5 p. m., inquiries in the City indicate as regards (a) 

British banks and firms still extend to certain Japanese interests short 

term credits but on a decidedly reduced scale. The old lines of credit 

that are kept in being are only a fraction of the amounts normally 

*® See telegram No. 53, January 31,3 p. m., supra.
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extended in the past. They have been progressively reduced since 
July, 1937, with the shooting of Ambassador Knatchbull-Hugessen ® 
considerably accelerating the process. The method employed in most 
cases has been to reduce the credit or terminate it altogether when 
the facility expires and comes up for renewal. The London discount 
market is reluctant to take Japanese paper and such as is in circula- 

_ tion carries 2% instead of the normal three quarters-seven eighths. 
The best unofficial estimate of total current credit facilities to J apa- 
nese interests places the upper limit at 500,000 pounds. In the given 
circumstances new lines of credit would be difficult to establish here 

| except against adequate security. (b) The main agency in London 
used in pegging the yen to the pound is the London branch of the 
Yokohama Specie Bank which holds sterling balances in British banks 
and is also believed to have the facility of drawing on a dollar account 
with the Yokohama Specie Bank in New York and perhaps the reg- 
ular New York banks as well. | | | 

It is understood that in Japan pound drafts are issued at a fixed 
rate of exchange and these are of course banked and cleared through 
London. Furthermore, London foreign exchange dealers in order 
to buy yen must do so through the London branch of the Yokohama 
Specie Bank (or those of the Mitsui and Mitsubishi banks which are — | 
in a measure subservient participants with the former) and at the 
rate of 1 shilling 2 pence since a certificate of the rate from such a | 
Japanese bank is required in order to effect the necessary transfers 
of funds in Japan. Likewise the above mentioned London branches 
are practically the only sellers of yen in this market for the reason 
that accounts remain blocked in Japan unless a license for such a sale 
is granted by the Japanese authorities. 

Thus the Yokohama Specie Bank is in a position in cooperation 
with the other Japanese financial institutions to conduct by means of 
its pound and dollar assets the necessary operations to preserve the 
yen relationship to sterling. It is generally believed that the London 
Yokohama Specie Bank has not indulged in large scale gold opera- 
tions in the recent past. 

The basis for a credit naturally differs occasionally and is difficult 
to ascertain but it is more than doubtful as to whether any legal con- 
nection exists between a credit given say by a British joint stock bank 
to a Mitsui interest and the sterling balance which the Mitsui Bank, 
Limited, may have with that British bank but it is possible that the 
presence of such a balance might have a psychological effect in influenc- 
ing the British joint stock bank partially to maintain a facility for 
an old and valued trading connection. 

“The British Ambassador in China, while motoring from Nanking to Shang- 
hai, was wounded by Japanese attack from the air late in August 1937.
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2. Incidentally Rogers * arrived in London a few days ago having 
left Chungking by air a week previously and no doubt the customs 
loans question ® precipitated his coming as much if not more than the | 
general situation. If the Department desires in this connection ap- 
propriate inquiries to be made here I trust it will so instruct. | 

| | JOHNSON 

893.515/1358 : Telegram 

The Secretary of State to the Ambassador in Japan (Grew) 

: WaAsHINGTON, February 4, 1939—1 p. m. 
28. Your 53, January 31, 3 p. m. On January 25 the British 

Chargé d’Affaires here handed the Under Secretary an aide-mémoire 
on the subject of the second of the two matters mentioned in your 45, 
January 26, noon,” paragraph 1. On February 3 the Under Secretary 
informed the British Chargé d’Affaires orally that we had tentatively 
arrived at a conclusion similar in general to the conclusion tentatively 

arrived at by the British Government. | 
Hu. 

894.6511/26 —_ 
Memorandum of Conversation, by the Adviser on Political Relations 

7 (Hornbeck) 

[ WasHineton,| February 6, 1939. 

Messrs. Arensberg, Ruslander and Lang ™ were sent to me by Mr. 
Charles Moser of the Department of Commerce. Mr. Moser had in- 

formed me that he had discussed with them the commercial aspects 
of the project under reference and he was asking them to consult me 
about political aspects. | | 

Mr. Arensberg stated that he and his associates are manufacturers 
of steel and machines; that they are one of the largest producers of 
certain types of machines; and that they have done extensive business 
in Great Britain, including the setting up of a mill there, and in 
France. He said that they own at present a mill located at Wooster, 
Ohio, which, in their business, has been superseded and which they are 
not using. Japanese interests (he mentioned the Mitsuis and Mitsubi- 
shis) have come to them with a proposal that the mill be moved to 

* Cyril Rogers, of the Bank of England, Adviser to the Central Bank of China. 
* See pp. 800 ff. 
°The Department replied that it would welcome “any information in regard 

thereto which might become available without special effort on the part of the 
Embassy.” | 

Not printed. 
" Of Pittsburgh.
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| Japan, that a new company be created there in which the stock will 

be held 51 percent by the Japanese and 49 percent by the owners of the 
mill under reference, the Japanese paying the cost of shipment to New 
York and taking the parts to Japan by Japanese ships. Mr. Arensberg 

wished to know whether the Government would prohibit or “veto” 

such a transaction. 

| I replied that, as I understood it, the sellers were to be given no 
cash but were to be paid in stock. Mr. Arensberg said that that was 
correct but that the Japanese would pay the expenses involved in mov- 
ing the mill. I remarked that this would not apply as payment on 
the property. Mr. Arensberg assented. I asked whether, then, this 
would not have to be considered a credit transaction. Mr. Arensberg 

. replied that it would: that the sellers would expect to get their com- 
pensation over a period of years from dividends on their stock. I | 
then said that, first of all, there is no law so far as I know prohibiting 
such a transaction; second, the Government would not, in fact could 
not, either prohibit or “veto” it; but that, to be utterly frank, the 
Government is discouraging such transactions on a credit basis. Mr. 

_ Arensberg inquired whether the Army or the Navy would be interested 
and would wish to “prohibit” such a “sale”. I said that it was my 
understanding that the Army and the Navy were directly interested 
only where there was involved something in the nature of a machine 

or an instrument which had some special features possessing some 
peculiar military character. Mr. Arensberg said that the machinery 
which the mill under reference manufactures is not in itself of a mili- 
tary character nor does it produce military instruments: it comes in 
the field of machine tools, lathes, etc. I said that I did not think that 
the Army or the Navy would be interested but that if he cared to 
consult them there would be no reason at all why he should not do so. 

Mr. Arensberg then asked whether this Department’s expression of 
opinion would go beyond merely saying that we neither approve nor 
disapprove. I said that it would go a bit beyond that: I repeated 
that we cite no law prohibiting, we can ourselves neither prohibit nor 
veto, but we cannot in good conscience do otherwise than discourage— 

credit transactions. I said that we had done this in a number of 
7 instances. Mr. Arensberg asked whether this applied only in the case 

of Japan. I replied that in any particular situation the principle 
would have to be considered in relation to the question of what in 
the opinion of the Department would be in the best interests of the 
United States. 

Mr. Arensberg said that he thoroughly understood our position: 
he thanked me for having given him and his associates time and for 
having been frank. 

Mr. Lang remarked that it was a pleasure to do business with a 

government where business could be done promptly; and that he
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thought that in some other countries it might have taken a month 

to do what he and his associates had been enabled to do in Washington 

this morning. 7 . 
| STantey K. Hornbeck | 

894.24/640 : 

Memorandum by the Assistant Chief of the Division of Far Eastern | 

| Affairs (Ballantine) 

[Wasuineron,] February 6, 1939. 

With regard to the utilization in Japan of cotton, which has been 

listed among the war materials for which Japan is dependent upon 

foreign sources of supply (see FE memorandum dated J anuary 7, 

1939, and entitled Provenance of Materials Used by Japan in the Con- 

flict in China), there is given below a table compiled from the figures 

worked out in the Department of Agriculture showing Japan’s cotton 

imports, mill consumption, and exports of cotton goods since 1936 

converted into bales of raw cotton. 

Iarorts Into, Minit Consumption or Corron In JAPAN AND Exports 

From Japan or Corron Convertep Into Barzs or Raw Corron 

1936-1938 
(Thousand bales of 478 pounds) 

1936 1937 1988 (9 months) 

Imports of raw cotton 4,291 3, 819 1, 889 
Mill consumption 3,491 38,8382 2,118 
Exports 1,899 1,878 —% 

Three tables of statistics furnished by the Department of Agriculture 

from which the foregoing table was prepared are attached hereto.” 

It should be noted that the figures given above include consumption 

only by mills of the Japan Cotton Spinners Association. Some cotton 

is consumed in other establishments and in households. 

The foregoing table shows that during the period covered an average 

of 95 per cent of Japanese cotton imports was consumed by mills of 

the Japan Cotton Spinners Association and that of the cotton con- 

sumed in 1936 and 1937 by those mills 51 per cent went into cotton 

manufactures exported. Thus the percentage of Japan’s imports of 

cotton which were used for Japanese military purposes during the 

period covered could not have exceeded 49 per cent of the total im- 

ports. A rough computation for the first eleven months of 1938 gives 

1,340,000 bales of cotton exported in the form of cotton manufactures 

as compared with 2,330,000 bales of raw cotton imported. Thus, as 

57 per cent of the imports of raw cotton during this period was con- 

* Not printed.
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verted into cotton manufactures which were exported, not more than 
43 per cent of the cotton imported during the first eleven months of 
1938 could have been used for military purposes. 

798.94/14671 On | 
Memorandum by the Adviser on Political Relations (H ornbeck) 

| [Wasuineton,] February 11, 1939. 
Reference, Tokyo’s No. 3591 of January 7, 1939, and current com- 

munications from Tokyo on the subject of possible economic pressures 
against Japan; and Mr. Ballantine’s digest of despatch and comments 
thereon.” 

During the first forty years after Perry’s “opening” of Japan, the 
world looked upon the Japanese as a comparatively amiable, artistic 
and art loving, and peaceful people who needed to be taught and 
could be patronized. In 1895, the Japanese defeated the Chinese in 
a “little” war. In 1905, the Japanese fought the Russians to a stand- 
still in Manchuria in a war in which the Japanese gained a great repu- 
tation for bravery and military skill but which was brought to an end, 
prematurely, without a conclusive test of the “staying power” of 

| either belligerent. Since 1905, that is, for more than forty years past, 
Japan has enjoyed the reputation of being a great power and the 
Japanese Army and Navy have been considered tremendously formid- 
able. 

The estimates of Japan, both earlier and later, have been out of 
| perspective. 

Japan’s character is not what it was thought before 1895 to be. 
Japan’s strength is not what it has been thought since 1905 to be. 

Over and over, since 1905, the world has, because of fear of Japan, 
acquiesced in aggressive predatory activities on Japan’s part. Stead- 
ily, the self-confidence of the Japanese, thus encouraged, has grown 
greater; and the determination of the Japanese to make of their 
country not a great power but the greatest of powers has become more 
deep-seated. 

Step by step, Japan has moved forward; and step by step other 
powers have yielded ground to her. Thus far the only people who 
have offered forceful resistance to Japanese aggression are the Chinese. 

There are three methods by which, toward defending their rights 
and interests, nations whose rights and interests are invaded or 
menaced by other nations may offer resistance: by moral opposition 
(including all kinds of argumentation), by economic opposition, and/ 
or by military opposition. 

* Digest not printed.
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The United States and other countries have over a period of a 

number (many) of years been attempting to defend their rights and — 

interests, vis-a-vis Japan, in China, by processes of moral opposition 

(only). In the case of the United States, this procedure has perhaps 

to some extent retarded the destruction of our rights and interests 

by Japan, but it has not effectively safeguarded our rights and inter- 

ests. Nor will it effectively do so. | | 

This country might place in Japan’s way economic opposition, but it 

does not choose to do so. To every proposal that it should do this, 

there is made the answer that the Japanese are a determined, a mili- | 

tant and a powerful people—and that they might retaliate by an 

appeal to arms. | ° a 
Moral opposition not sufficing and economic opposition being not 

even tried, the prospect is that in the long run, barring unpredictable 

opposition to Japan by other countries, the situation will so develop 

that military opposition by this country will have to be offered. 

- | S[vantey] K. H[ornsecx] 

793.94/14732 : Telegram | : | | 

The Ambassador in Japan (Grew) to the Secretary of State 

- Toxyo, February 20, 1939—7 p. m. 
| - [Received February 20—9: 35 a. m.] 

| 100. The Minister of Foreign Affairs in the course of a recent | 

conversation with my British colleague said that talk of foreign 

economic pressure on Japan tended to stimulate the movement here 

for economic self-sufficiency or at least to lessen Japan’s reliance on 

foreign powers. On Craigie’s observing that too much attention 

should not be paid to press talk, the Minister replied that he under- 

stood that the Governments of Great Britain and the United States 

had been exchanging views on this subject. The Ambassador re- 

sponded that despite the unfair treatment of our interests during 

18 months the fact remained that economic pressure had not been ap- 

plied although it was his opinion that such pressure could be made 

overwhelming in present circumstances. In any case the simply 

[stmple?] remedy of dealing more reasonably with the rights and 

interests of foreign powers remained with Japan. 
Grew 

798.94/14667% 

Memorandum. by the Adviser on Political Relations (Hornbeck) 

[Wasutneron,] February 25, 1939. 

There are attached below four memoranda volunteered by officers 

of the Division of Far Eastern Affairs on various aspects of the situa-
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tion in the Far East and problems of American policy and action in 
relation thereto, as follows: - oe 
Memorandum by: | | | | 

Mr. Vincent, July 23, 1938; : 
Mr. Sturgeon, December 1, 1938; 7 
Mr. Adams, January 27, 1939; 7 - | 

| Mr. Salisbury, January 30, 1939.7 | 

Of these officers, Mr. Adams and Mr. Vincent are “China” officers; 
Mr. Salisbury and Mr. Sturgeon are “Japan” officers. 

Mr. Adams and Mr. Vincent take positions to the effect that the 
United States could and should follow a positive course in regard 
to the Far Eastern situation. Mr. Salisbury takes a position that we 
should at some time act but the present is not the opportune moment. 
Mr. Sturgeon takes a position that we are not in position to act. 

Mr. Vincent, writing seven months ago, expressed views, among 
others, as follows: “I believe . . .% that it is vitally important not 
only for China but for us and for other democratic nations that Chi- 
nese resistance not collapse. . ... I cannot but earnestly recommend 
that, within the limitations of our desire to avoid involvement... 
we should overlook no opportunity now to bolster up Chinese will and 
ability to resist, and to embarrass the Japanese in their attempts to 
conquer China. ‘To those ends I believe (a) that the doctrine of non- 
recognition should be unequivocally restated to apply in the present 
situation, (0) that as a corollary to non-recognition steps should be 
taken effectively to discourage loans or material credits to Japan or to 
Chinese régimes or agencies under Japanese control, (¢) that the 
possibility of affording financial assistance to China should be thor- 
oughly explored, (d) that our trade with Japan should be carefully 
examined with a view to withholding, either through export or import 
restrictions or both, assistance to Japan, and (¢) that consultation and 
collaboration, if possible, with other interested governments in regard 
to the implementation of feasible measures should be undertaken. 

“I realize that some of these matters can only appropriately be dealt 
with legislatively rather than administratively, but in so far as action 
nay be taken administratively I feel that it should be taken, and where 
legislative action is required I think that the influence of the Depart- 
ment should be brought to bear.” 

Mr. Sturgeon, writing two months ago, took the position “that 
retaliatory action on our part, if taken at all, should be strictly limited 
to such measures as would afford the least possible opportunity for the 
Japanese military authorities in China to make issues of them.” He 
favored watchful waiting. He brought his memorandum to a close 

“ Foreign Relations, 1938, vol. m1, p. 234. 
® Not printed. 
a Ante, p. 496. 
All omissions herein indicated in the original memorandum.
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with the statement, “It is believed that our moves in this situation 

- should be made in such manner as (a) to leave the way, as well as the 

atmosphere, clear for the settlement of some of the questions at issue 

by the conference method and (bd) to leave the way open for revision | 

or adjustment of our Far Eastern policy to conditions which probably 

can only be correctly appraised after the Sino-Japanese hostilities 

may come to a definite conclusion.” , 

Mr. Salisbury, writing at the end of January, also advocated watch- 

ful waiting. He addressed himself especially to “the question 

whether the United States ought to adopt an economic policy toward 

Japan and China intended to insure failure of Japan in its attempted 

conquest of China”; and he undertook “to reach an answer to that 

question only in its relation to the welfare of the United States of _ 

America.” He stated his conclusion at the outset: “to attempt at 

the present time to effect the failure of Japan’s policy in China through 

economic measures will not serve the best interests of the United 

States”; and he stated it again at the end: “The conclusion arrived 

at in this memorandum is that the application of economic measures 

directed against Japan before the certainty of Japan’s success in China 

is established would invite the risk of a war between the United States 

and Japan which would be contrary to the best interests of the United 

States when, by waiting, risk of war with Japan may be eliminated 

through factors not originating in the policy of the United States.” 

Mr. Adams, writing a month ago, gives account of Japan’s occupa- 

tion in areas in China and setting up of machinery for exploitation ; 

and of Japanese official statements of intention. He says: “Develop- 

| ments during the past few years in Manchuria and in China south of 

the Great Wall remove any reason for thinking that Mr. Arita’s defi- 

nition of Japan’s aims might be an overstatement. It is now obvious 

that Japan intends to preempt for itself East Asia; that any partici- 

pation by western powers or their nationals in developments there 

must in effect, if Japan’s plans prevail, be in aid of and subordinate 

to Japan’s plans; and that any participation in the trade of that area 

by occidental countries must be subordinate to Japan’s requirements.” 

He then points out what a successful execution of Japan’s intentions 

in China might be expected to cost the United States. He states that 

he has begun “to incline to the opinion that to continue to expect Japan 

to bog down for want of financial resources would merely be wishful 
thinking.” He inquires whether it would be easier to stop Japan now 
than to deal with the situation which would exist were Japan to con- 
solidate her position in China. He asks, “Is it not possible that 
failure to take action now may in years to come be looked back upon 
as another lost opportunity ... ?” He discusses the question of 
cooperation among the powers toward checking “lawless neighbors”. 
He points out that the United States is “the only strong law-abiding 

278040—55——83
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member of the community not restrained by threat of an immediate 
checkmate from another quarter, from. attempting to maintain order 
in the Far East which is a neighborhood where for a long time the 

_ United States has played a leading role.” He continues: “The United 
States is in a key position. Her comparative inactivity in the main- 
tenance of community order paralyzes British and French action both 
in Europe and the Far East.” . . . “There is reason to believe that if 
the United States had been in a position to deal effectively with Japan 
in the Far East during the past year, and had been so doing, Great 
Britain and France would have been able to restrain Germany.” He 
quotes, to the point, from the Secretary of State’s speech at Nashville _ 
on June 3, 1938.7 He submits that“... if the United States should 
decide to act in the present emergency in the Far East, we should defi- 
nitely choose between a course calculated to stop Japan and one de- 
signed merely to decrease the measure of Japan’s success in the present 
China venture. Unless we are prepared to make our action decisive, 
we would be well advised to limit our measures to steps that would 
not provoke thorough-going retaliation by Japan.” He discusses the 
“extensive field of action lying between a do-nothing policy and action 
having in mind possible resort to armed force.” He believes: 
“ ... that a decision to stop Japan need not necessarily lead to actual : 
clash of our armed forces with those of Japan, particularly if the 
United States were prepared as a last resort to proceed to that length.” - 
He suggests possible lines of procedure directed toward specified pos- 
sible objectives (see pages 14-16). | | 

As possible “immediate and specific objectives”, Mr. Adams sug- 
gests: (1) freedom for American cultural enterprise in China; (2) 
equality of financial and business opportunity for American citizens 
in China; (8) preservation of the integrity of Chinese Government 
revenue-collecting agencies; and (4) effort to preserve Japan’s dignity 

_ and self-respect. In the realm of possible action, Mr. Adams sug- 
gests: (1) notification of termination of the American Japanese com- 
mercial treaty of 1911; (2) prohibition of extension (by American 
nationals) of financial assistance to Japan or to “Manchukuo”; (3) 
withdrawal of American Ambassador to Japan; (4) effort to accom- 
plish promptly a paralysis of Japan’s foreign trade; (5) effort to per- 
suade other countries to adopt similar measures; and (6) extension 
of further financial assistance to China. | 

Mr. Adams takes account of the possibility that the Japanese (or 
some Japanese) might retaliate by measures which would adversely 
and seriously involve Americans and American interests in the Far 
East. (He has expressed, however, the view that this need not neces- 
sarily lead to a clash of armed forces.) 

“For excerpts, see Department of State, Press Releases, June 4, 1938, p. 646.
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Mr. Adams’ memorandum
 ends with the statement: ‘Nevertheless, 

it is believed that with resolute leadership American. opinion would | 

on the whole see the justice of and support the measures suggested in 

this memorandum.” | a 

I have submitted these memoranda to Ambassador Johnson and 

the Ambassador has made written comment on them as follows: “lL - 

have read these memoranda. I find myself more in symp athy with the 

statements contained in the memoranda submitted by Messrs. Adams 

and Vincent—especially Mr. Adams—than with the arguments of 

Messrs. Salisbury and Sturgeon which are of the nature of a non 

possumus. Salisbury at least recommends action but feels that the 

present is not the time. I for one feel that we must begin now to 

show our teeth and that we must go forward from now on or we may 

forever find ourselves estopped from taking action. Some day we 

may have a Japan claiming everything west of the 180th meridian as 

Japanese sphere within which we may neither fortify nor enter with- 

out Japanese permission.” | | | : 

Ambassador Johnson has also made express comments in regard to 

particular items, as follows: “Mr. Salisbury has marshalled all of the 

arguments against sanctions against Japan by the United States very 

well. He does not oppose ultimate use of this weapon but questions 

whether this is the time for such measures.” 
| 

“J agree with Mr. Adams’ statement of Japanese aims in the Far 

Kast.” 

| 

“We cannot afford to wait too long. Time is with China in its con- 

flict with Japan but time is with the totalitarian states in their rela- 

tions with the democracies.” 

“The British Empire is gone. Tn succession to its power and respon- 

sibility we have a community of independent States, Canada, Aus- 

tralia, South Africa, England and, more influential, the United States, 

which departed from the Empire earlier but with violence. ‘The 

United States as the richer and more influential member of this com- 

munity must take the initiative in preserving the ideals of mnterna- 

tional relations and the kind of a world which that Empire stood for 

and made possible.” 

In this account of the contents of these memoranda, more atten- 

tion has been given by the undersigned to Mr. Vincent’s and Mr. | 

Adams’ memoranda than to Mr. Sturgeon’s and Mr. Salisbury’s 

memoranda, for the reason that Mr. Vincent’s and Mr. Adams’ 

memoranda are affirmative in character ; they urge that a new atti- 

tude be adopted and new steps be taken; and, on the principle that 

the burden of proof lies with the affirmative, they present the construc- 

tive side of the case. Mr. Sturgeon’s and Mr. Salisbury’s memoranda 

support an attitude which at present prevails, and advocate, generally
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speaking, persisting for the present in that attitude, and therefore present the negative side as regards the question of “action”, All four of these memoranda are well worth reading if time permits. 
The Secretary and the Onder Secretary have already, some time ago, 
seen Mr. Vincent’s memorandum, but it is worth a re-reading. oo oe  Sfranzzy] K. H [ornBxcK] ee 193,94/14797a 

| Lhe Ambassador in China (Johnson), Lemporarily in the United States, to President Roosevelt ® 
| | 

Wasnineron, February 27, 1939, Mr. Present: The Chinese people under the leadership of the 
National Government now temporarily seated at Chungking and under 
the leadership of Generalissimo Chiang Kai-shek intend to continue 
resistance to the J apanese invasion of China. It is my belief that the 
Chinese will be able to continue this resistance indefinitely, General- 
issimo Chiang told me the day before I left Chungking last December, 
and I know no reason to doubt the statement, that his armies were 
intact and that they had military supplies sufficient to carry them on 
for two years at the present rate of guerrilla expenditure. They hope 
for assistance from the outside world in the economic field. Chinese 
Government supplies of silver are practically exhausted and they will 

| be put to it to maintain China’s currency in exchange for foreign 
| currency. 

Japan lost the war when it failed to obtain a peace dictated on the 
basis of Japanese terms under the walls of Nanking as the British did 
in 1842. When the Japanese took N anking, found the Government 
sone and the Chinese armies gone they were left with the alternatives 
of consolidating their positions at Shanghai and in north China and 
controlling an established Chinese Government in the interior from 
the coast, or proceed to the conquest of China. It is my conviction that 
the Japanese Army chose the latter alternative. It has from time 
to time announced, and continues to announce, that peace is not pos- 
sible until it has smashed the Chinese N ational Government and 
Generalissimo Chiang. This announced policy and the cruelties which 
have accompanied the J apanese advance into the interior have done 
more to unite the people of China behind the National Government 
and Chiang, who symbolizes the Chinese desires for an independent 
national existence, than anything else and I fee] that the J apanese 
Army has commenced Something which it cannot finish. [I feel, how- 
—____ 

“ Transmitted to President Roosevelt by the Secretary of State in his cover- 

ing letter of March 3.
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ever, that it is going to take a long time for the military leaders of 
Japan to discover this, for the Chinese are in no position to administer 
a decisive defeat to the armies in the field. The struggle must go on as 
it is now, the Chinese resisting by means of guerrilla tactics which 
at best can only prolong the conflict to the point where Japan will be 
exhausted economically, culturally and physically. I sometimes won- _ 
der whether the East is not threatened with the kind of collapse of 
civilization which we have sometimes heard Europe threatened with 
if another European war should commence. War is on in the East. 
There is no leader in China who could make peace with the Japanese 
and carry his people with him and there is no leader in Japan who 
could make peace with the Chinese on terms less than the Japanese 

| Army desires and carry the Army with him. The only hope that the 
Japanese have at the present time is to make peace with a Japanese- 
fostered régime or régimes in China but such a peace will of necessity 
involve the Japanese in the responsibility of disarming the people of 
China in order to make it possible for the writ of such a Japanese 
régime to run beyond the walls of the towns in which the régimes 
have their homes. — 

History will record that the outstanding event of this decade was 
the end of the British Empire asa unit. The Statute of Westminster 
marked that end. London is paralyzed now in any decision that it 
may have to make for it cannot make such a decision on the assumption 
that Canada and Australia and South Africa will support its decision 
without question. The frontiers of the United States are the world. 
As the eldest son of the old British Empire (a son, it is true, who ran 
away from home and set himself up independently in business at the 
time when the Empire was in the making) we must from now on share 
with Canada, Australia and South Africa and England the responsi- 
bility of maintaining the ideals which characterized international 
intercourse during the years that the British Empire was dominant 
in world affairs or see those ideals lost. We are strong and capable 
and whether we like it or not our decisions are looked for and listened 
to with a great deal of respect. We must lead the world out of the 
chaos in which it is now struggling. I feel that the day of colonial 
empires is past. Japan must slowly come to that realization. Japan 
has already expended a greater sum upon its attempt to start an 
empire in Asia than England spent as the initial cost of the establish- 
ment of the British Empire. If civilization is not to be lost, the 
United States must and will play a greater part in its preservation 
than we now seem conscious of the necessity for. Dictatorships such 
as that now controlling Japan understand force and will yield only 
to superior power. It is not a question whether we are going to war 
or not. The question is whether we are ready to fight for the ideals
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which we have hitherto held as necessary to a peaceful existence. 
If the world and particularly the dictatorships understand that we 
are prepared to fight, they will exercise more care in their relations 
with us and the rest of the world. You cannot send a policeman armed 
with a truncheon to deal with a gangster who is armed with a machine 

The situation demands that we, as the most powerful unit in a world 
of nations, must begin now to consider the part that we are to play. 
Unless we begin to show our teeth now and indicate to the world and 
specifically to Japan that we mean business we may forever find our- 
selves estopped from taking action. We may perhaps find ourselves 
with a Japan taking everything west of the 180th meridian as the _ 
Japanese sphere of influence and interest within which we may neither 
improve or fortify our own interests nor enter without Japanese 
permission. Time is with China in its conflict with Japan but time 
is with the totalitarian states in their relations with the democracies. 
We should do what we can to assist and encourage the Chinese in 
their fight for an independent national existence. The Pacific area 
will be safer for us and for the world if there are three nations in- 
volved, namely, China, Japan and the United States, than if there 
are but two, Japan and the United States. Japan cannot complete 

' its adventure in China without the financial assistance of the United 
States and we as a government should take such steps as may be 
necessary to discourage financial assistance to Japan or to those 
régimes which Japan may attempt to set up in China. We cannot 
afford to wait upon other nations in regard to this matter. It is not 
a question of saving British chestnuts, our own chestnuts are involved. 

Respectfully, Neson TRUSLER JOHNSON 

798.94/14821 | 

Memorandum of Conversation, by the Chief of the Division of Far 
Eastern Affairs (Hamilton) 

[Wasnineton,] March 7, 1939. 

Mr. Renchard of the Secretary’s office brought Congressman Keller ” 
to me with the statement that the Congressman had just seen the 
Secretary and that he (the Congressman) was interested in talking 
to someone in regard to the situation in the Far East. 

Congressman Keller inquired whether I thought the Chinese could 
win against Japan. I replied that there were of course differing 
opinions on this subject among qualified and intelligent observers; 

*®Kent E. Keller, of Illinois.
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that observers such as Lattimore ® and Peffer ™ had rather consistently 
expressed the view that Japan could not win; that other qualified 
observers held a contrary view. I said that the circumstances of the 
absorption by China of its Mongol and Manchu conquerors constituted 
in my opinion no adequate basis for deducing that China would absorb 
Japanese conquerors: I cited reasons. I said that my own personal 
view, which was not for quotation or attribution, was that it would | 

_ be a mistake for anyone to base a policy on an assumption that the 
_ Chinese would be able by their own efforts to defeat the Japanese and 

that, while one could of course not be sure, it seemed to me that, were 
China and Japan left entirely alone and free from outside influences, 
the factors in favor of Japan were stronger than were the factors in 
favor of China. I said that one thing seemed clear, namely, that there 
was ho present prospect of an end of the conflict and that it would 
probably continue for a number of years. 

Congressman Keller asked what we could do toward assisting China 
and toward making Japan’s task in China more difficult. I com- 
mented that decision in regard to measures directed toward those ends 
would seem to rest in large part with Congress. | 

There then ensued general discussion of the Far Eastern situation, 
in the course of which Congressman Keller evidenced especial interest 
in questions of military tactics and strategy. I therefore telephoned 
M. I. D. in the War Department and arranged for Major Betts to see 
Congressman Keller. | 
Congressman Keller said a number of times that what had been 

said would be treated by him as confidential and that he was interested 
in doing something by way of making Japan’s task more difficult. 
He said that he was considering introducing a resolution embargoing 
the export to Japan of commodities such as oil, scrap iron, etc. When I 
asked what in his opinion the likely congressional reaction would be 
to such a measure, he said that he did not know but that public opinion 
throughout the country was ninety percent in favor of some such 
action. He said that he believed that Japan would be able, unless 
other powers made their influence felt, to conquer China and that 
thereafter Japanese aggression would move to new fields. He inti- 
mated his belief that if Japan should be successsful in China, some 
day the United States would have to fight Japan and he said that he 
would rather take some action now directed toward making Japan’s 
task difficult than to wait until Japan had completely consolidated its 
position in China. 

M[axweti] M. H[ammron] 

” Owen Lattimore, Director of the Walter Hines Page School of International 
Relations, Johns Hopkins University; Editor of Pacific Affairs; author. 
aut NY athaniel Peffer, Professor of International Relations, Columbia University ;
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| 793.94/14818% | | | 
Memorandum by the Ambassador in Japan (Grew)? 

Toxyo, March 13, 1939. 

Reference is made to a departmental intraoffice memorandum dated 
February 15, 1939, copy of which was enclosed by Mr. Hamilton in 
his letter of February 17, 1989. The memorandum addresses itself 
to what is described as the “economic analysis” in our despatch 
No. 3591, January 7, 1939, on the question of the application of 
economic sanctions against Japan. 

In part II of the memorandum under reference there are presented 
comments on the conclusion reached in the study of the British 
Embassy * which are substantially, if not precisely, similar to the 
comments made by us in our despatch No. 3679, February 14, 1939," 
and are, therefore, to be noted with satisfaction. In part I of the 

- memorandum, however, there appear certain observations which need 
to be noticed. | | 

The position taken therein by the officer who prepared that memo- 

| | randum is that in our No. 3591 we gravely under-estimate the eco- 
nomic consequences to Japan of the sanctions suggested by the British 
Ambassador to Japan. Unfortunately, no unqualified and definitive 
statement supporting that judgment can be found. The officer does 
indeed suggest that “sanctions might shake the Japanese economy 
from top to bottom”, but he is “not prepared to assert positively the 

| degree to which economic sanctions would have these graver effects” ; 
and again “if she (Japan) suddenly became unable to obtain imports 
from the United States and the British Empire, her industry would 
receive a serious shock”, and “more tardily her military efficiency 
would be impaired”. The consideration on which the officer appears 
principally to have based the position which he suggests but does not 
espouse might be briefly, and not unfairly, reduced to this: Japan’s 
industry is far more highly geared than it was in 1920* and, there- 
fore, her industrial and economic systems could not be made to operate 
on the basis of raw materials purchasable outside the United States 
and the British Empire with the proceeds of goods exported to the 
value of average exports between the years 1916 and 1920. 

“Transmitted to the Department by the Ambassador in Japan in his letter of 
the same date; received April 3. In his letter the Ambassador stated that the 
views in his memorandum represented also those of the Counselor and the Second 
Secretary of Embassy in Japan, Dooman and Coville, respectively. 

* Neither printed. 
on telegram No. 53, January 31, 3 p. m., from the Ambassador in Japan, 

"# Not printed. 
*Notwithstanding the depreciation since 1920 of the yen in terms of foreign 

exchange or of gold, the relatively small decline since 1920 in its internal pur- 
chasing power makes it a useful standard of comparison of volume of exports 
in 1920 and 1938. [Footnote in the original.]
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We have now under preparation a despatch * supplementing our 
3591, January 7, 1939, and presenting at some length our more con- 
sidered views with regard to the problem of sanctions, and it is pro- 
posed, therefore, in the present memorandum to address ourselves 
principally to the expression of belief contained in the memorandum | 
under reference, that the question of the economic consequences of 
sanctions cannot legitimately be reduced to: “Is Japan likely to make 
any concessions to the United States and Great Britain which would 
prejudice the success of her China policy in order that her present 
standard of living be maintained?” In this connection we note that 
the officer who prepared that memorandum agrees that sanctions would 
be unsuccessful “if the only consequence of sanctions should be a reduc- 
tion in the standard of living”. The question which needs to be ex- 
amined is whether there would be other consequences and, if so, what 
those consequences would be. | 

The first point to be considered is the degree to which sanctions 
would deprive Japan of primary materials in general, as distinct from 
materials necessary for continuing military operations. 

We have already presented to the Department in our despatch 
No. 3679, February 14, 1939, the conclusion that sanctions, if applied, 
would put into operation certain forces which would preve ultimately 
disastrous to the existing economic system, but we did not go into 
the question of what new economic system might be devised to meet 
a condition of extreme emergency, nor did we go into the question of 
the uses to which Japan could put new resources available in the 
occupied areas in China. It might be pointed out, however, that the 
nationalization of mechanical industry is not the least drastic of the 
measures which are actually under preparation and which are intended 
to be promulgated in the event of such emergency. Japan is self- 
sufficient in the matter of food supplies: she cannot be starved out, 
and, with the necessary reorganization in the systems of supply and | 
demand, food can be made available for all. Again, the capital in- 
vested in Japan’s mechanical industry derives from only a very small 
proportion of the population: the incidence of nationalization of 
mechanical industry would, therefore, fall largely on the numerically 
unimportant investing classes. Further, as the continuation of the 
capitalistic system has already been mortgaged and now depends on 
the grandiose Japanese plans in China being successfully carried out, 
the failure of the aims in China because of either a military defeat or 
the effects of sanctions, would inevitably result in the collapse of the 
capitalistic system. Ifher economy were doomed in either case, would , 
Japan persist in her China campaign or “fold up”? The choice which 
the Japanese Government intends to make has been authoritatively 

indicated. 

No. 3756, March 15, infra.
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The elements now in power in Japan have repeatedly declared their 
intention to evolve, if necessary, a new economic system, which would 
enable Japan, notwithstanding the restrictions imposed in the matter 
of sanctions, to continue with her present program in China. The 
question whether the Japanese people would readily support and 
accept the new system is one which can be answered only by estimating 
the capacity of the Japanese people to accept the necessary sacrifices | 
and their readiness to support their leaders. This is, therefore, a | 
political question and not an economic one. | | 

Although we agree that sanctions would deprive Japan of the 
markets and raw materials necessary for the operation of her mechani- 
cal industry under a capitalistic system, we do not know the extent of 
Japan’s stocks of military raw materials and we doubt whether any. 
one not a Japanese has any reliable knowledge of such stocks. For 
more than twenty years military attachés in Tokyo have noticed that 
the appropriations for both the Army and Navy have been in excess 
of computed costs of operation (including costs of construction and 

| purchase of new equipment) of military and naval establishments, and 
the conclusion is reasonable, if not certain, that the surpluses have 
been applied to the purchase of reserve materials. It is doubtful 
whether even an intensive examination of export returns to Japan of 
various countries over a period of, say, twenty years, would result in 
producing a reliable estimate of Japan’s reserve of military raw mate- 
rials. In any event, we have made no such study and we cannot as- 
sume that the stocks are negligible. In one respect at least they are 
known to be large: the reserve of fuel oil of the Japanese Navy is 
known to be sufficient to meet naval needs under conditions of war 
for a period of not less than three years nor more than four years. 
We believe that there are too many unknown and political and other 
intangible factorst involved in the question of determining whether 
Japan could, under the conditions envisaged, have access to sufficient 
materials to carry on military operations, and that, therefore, specu- 
lations on this score should be eliminated from our calculations. 

The conclusion that consequences of sanctions would be so severe 
as to bring about a modification or abandonment of Japanese policy 
in China, postulates a choice for the Japanese only between preserving 
their present economy and modifying, if not abandoning, their present 
policy in China to avoid the imposition of sanctions and hence a col- 
lapse of the existing economic system. Those who hold this view — 
deny or overlook the fact that there is implicit in the problem any 

- such alternative as that above outlined. As above suggested, they are 

{For purposes of illustration—MThe Netherlands Government has stated that 
it would not apply sanctions against Japan unless the security of the Netherlands 
East Indies were guaranteed by the United States and Great Britain. Would 
the United States support that guarantee? [Footnote in the original.]
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content to assume that as sanctions would effectively deprive Japan 
| of necessary primary materials or alternatively war materials, she 

would inevitably be brought to her knees by the operation of sanctions. 
Only two days ago, the Minister of War and the Minister of the Navy 
declared that economic and social adjustments calculated to meet emer- 
gency conditions would be made if necessary, and we have no reason © | 
to discount such declarations. Nor can we assume that the Japanese 
people would not accept and support such changes. We cannot say 
whether the new economic system, if established, could be made to | 
operate successfully under the conditions created by sanctions, but 
all the indications of developments occurring under our immediate 
observation are that the Japanese Government and people are pre- 
pared to face the lower standard of living which would inevitably 
follow these changes sooner than modify materially or abandon their 
policy in China. | 

| 894.50/110 | | | | 
The Ambassador in Japan (Grew) to the Secretary of State 

No. 3756 Toxyo, March 15, 1939. 
| ; [Received April 3.] 

Sm: In reference to our telegram 53, January 31, 1939, 3 p. m., and 
despatch 3679, February 14, 1939,°" both on the subject of possible 
economic retaliation against Japan, particularly as favored by the 
British Embassy at Tokyo, I have the honor to enclose herewith copy 

of paraphrase,® as supplied to me, of telegram from the British Am- 

bassador January 27, 1939, to the British Foreign Office (which was | 

substantially embodied in our telegram 53), and to submit the follow- 
ing brief comments on points touched upon in the telegram and not 
treated in the despatch. 
In conversations last year between Sir Robert Craigie and myself, 

and between members of our respective staffs, we noticed that there — . 
was reflected in the observations of our British colleagues an assump- © 
tion that there is a quantitative and qualitative identity of American ~ 
and British interests and that, therefore, if “corrective measures” were 
instituted to conserve British interests, similar measures on the part of | 
the United States would, as a matter of course, be instituted by the 
United States. I made it clear to Sir Robert that our respective coun- 
tries were on common ground in insisting, in the Far East as else- 
where, on the observance of certain fundamental rules in the conduct 
of international relations, that both nations are party to a treaty which 

__-was intended to safeguard their rights and interests in China ® and are, 

* Latter not printed. | 
** Not printed. 
® Signed at Washington, February 6, 1922, Foreign Relations, 1922, vol. 1, p. 276.
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therefore, equally concerned over the assaults being made on the integ- 
rity of that treaty, and that there are certain specific questions, such 
as freedom of navigation on the Yangtze River and trade restrictions 
in north China, in which our two nations have a common concern. I 
could not, however, agree that our respective interests, both political 
and economic, in the Far East are relatively of equal importance. I 
pomted out that British policy envisaged the permanent retention of 
territorial possessions in the Far East, whereas it is the policy of the 
United States to grant independence to the Philippine Islands on a 
date fixed in the not distant future, that the returns on British invest- 
ments and enterprises in China form an important item to set off 
against Great Britain’s large adverse trade balance, whereas returns 
from American investments and enterprises in China are comparatively 

_ small and are not needed to balance American foreign trade, which 
usually shows an export surplus; and that, if the question of using 
corrective measures were to be considered chiefly on the ground of 
expediency, I could not recommend to my Government an affirmative 
decision. : : 

Sir Robert has now moved over to the new and more comprehensive 
argument of the maintenance of the sanctity of treaties and other 
principles of orderly international relations. He acknowledges an 
element of risk in a policy of sanctions but holds that risk of war is 
slight if the matter is “properly handled”; that such risk as there is 
arises from possible irresponsible action by younger officers and reac- 
tionary elements, and then only if the matter is mishandled (as by 
ill-timed publicity). He indicates “that the anticipation by Japan of 
increasing pressure upon her would cause her to moderate her policy 
long before pressure reached its maximum effect.” 

_ Isubmit that the issue is far too huge to warrant risking its success 
on the vagaries of irresponsible younger officers or reactionary Japa- 
nese (of which a supply is always on hand), or on the silence of 
newspaper men. 

In connection with the clause above-quoted from Sir Robert’s tele- 
gram to the British Foreign Office, we have pointed out to the British 

_ Embassy that if sanctions were to be imposed for the purpose of pre- 
serving the sanctity of the Nine-Power Treaty, it did not seem to us 
that the purpose of such measure would have been accomplished by 
“moderation” by Japan of her policy to the extent of, say, removing 
restrictions on third-party trade with China. 

| The British Embassy, in urging pressure against Japan to force 
abandonment of the program in China, advises that the way be left 
open for a face-saving cover to Japanese submission. In our opinion 
this advice reflects a grave misconception of the part which the China 
hostilities occupy in the mind of the Japanese nation. The nation is 
engaged in the greatest collective effort of its history, the cost already
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has been terrific, and although quick complete victory has not been 
attained the people still expect success. A settlement bringing only 
nominal gains would be unacceptable and impossible of imposition 
upon the public by misrepresentation. A return to anything approach- 
ing the status which existed before the hostilities is unthinkable except 
as the consequence of national exhaustion, and the state of the nation 
is still far short of the degree of exhaustion without which acceptance 
of frustration is inconceivable. 
My British colleague interprets Japanese policy as based on an 

assumption that the United States and Great Britain will not take 
joint action. That there is a clear difference between the Japanese 
attitude toward Great Britain and the Japanese attitude toward the 
United States seems to us undebatable; but we do not find its explana- | 
tion primarily in a desire on the part of Japan to keep the United 
States and Great Britain apart. In our opinion a recognition that 7 
involvement in the Far East is fundamentally different as between 
the United States and Great Britain is the basic explanation. When 
the Japanese assert that foreign rights and interests in China will be 
respected but political machinations not tolerated, their thought is 
not in all respects clear; but it is clear enough to make it evident that 
difficulties must arise not so much with the United States as with the 
British Empire, the Asiatic ties of which patently involve political 
entanglements. With China itself the interests of the British Empire 
have led Great Britain in the past to assume an attitude involving far 
deeper political implications than have been comprised in American 
policy in China. Japan, of course, has noted the contrast. As toward 
Great Britain she apprehends that a frontal conflict of interest may 
be unavoidable; as toward the United States she hopes that a policy 
of solving differences one by one as they arise will be adequate to the 
maintenance of tolerable relations. 

Respectfully yours, JosEPH C. GREW 

894.24/6353 

Memorandum by Mr. Roy Veatch, of the Office of the Adviser on 
International Economic Affairs | 

[Wasuineton,| March 21, 1939. 

Some Pro anp Con Consmerations WitH Resrecr To THE PROPOSED 
RESTRICTION OF Exports oF Scr4P IRON AND STEEL 

Pro: 

1. The great expansion of exports during the past few years to 

Japan, Italy and Germany. : 
2. The rapidly arising proportion of total exports of scrap going 

to these countries.
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3. The unquestioned effect that these supplies of scrap have been 
of material assistance in stepping up the armaments industries in these 
countries. | _ - | od Cs 

4, The fact that the United States is the principal large scale market 
for such scrap; in some cases there has been no surplus for export 
due to heavy domestic demand and in other cases legislative restric- 
tions have been imposed on exports. | , 

Con: | | 

_ 1. A prohibition or radical restriction of the exportation of scrap 
iron might prove to be of some embarrassment to Japan, Italy and 
Germany but it is not probable that their armament industries would 

_ be crippled by this action alone. . It is probable that there would be 
little serious effect on the industries in Italy and Germany. In the 
case of Japan, American scrap has formed one of the principal raw 
materials for the iron and steel industries. It is probable, however, 
that if this resource were cut off Japan would be able to turn to other | 
sources of basic materials for her industry. To a great extent scrap 
iron and pig iron are interchangeable in the manufacture of steel and 
it is probable that Japan’s first recourse, if scrap iron supplies are 
cut off, would be to increase the importation of pig iron. The Japanese 
industry already imports very large amounts of pig iron from abroad, 

- Including during the last two years very heavy supplies from the 
United States and unless these foreign sources of pig iron were cut 
off at the same time that shipments of scrap iron were prohibited or. 
restricted, the Japanese industry would be embarrassed to the extent 
that slightly higher expenditures might be required for pig iron. 
Should foreign sources of pig iron be restricted at the same time then 
it is probable that Japan would seek to increase her imports of iron | 
ore, principally from Burma, Malaya and the Netherlands East Indies, 
her best present sources of supply. Should increased shipments from 
these sources prove unobtainable then the next recourse of Japanese 
industry probably would be the utilization of the extensive low grade 
iron ore resources in Manchukuo, Korea and Japan proper, and at 
the same time an attempt to import larger quantities of semi-manu- 
factured iron and steel products. It is understood that the processing 
of the low grade iron ores and iron sands of Japanese controlled terri- 
tory would be relatively expensive and of course semi-manufactured 
products would cost more than scrap iron and pig iron which could be 
manufactured by existing plants in Japan. The probable effect of 
restrictions on foreign supplies of raw materials for the Japanese iron 
and steel industry would appear, therefore, to be merely an increase 
in the cost of supplying necessary munitions rather than an actual 
stoppage of such munitions; should Japan be unable to secure as 
large amounts of iron and steel products as formerly, she probably
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would be driven to the expedient of limiting even further the amounts 

of iron and steel allotted to nonmilitary uses, maintaining thereby 

the necessary supplies for the army and navy. | 

9. The prohibition or restriction of the export of iron and steel 

scrap would be largely ineffective as a means of “stopping” Japan 

unless there were similar restrictions upon the supply of raw materials 

for the iron and steel industry from other foreign sources and also 

upon the supply of other vital raw materials such as petroleum, copper 

and nickel. | | 

- 8. Should action be taken to restrict exports of iron and steel scrap 

only there would be ground for the charge of discrimination against 

| the scrap industry. There is no logical reason why this product 

should be singled out for restriction; there is just as much reason for 

prohibiting the export of pig iron and semimanufactured iron and 

steel products, of petroleum and petroleum products and of copper, to : 

Japan or other “aggressor” countries. It is obvious that public atten- 

tion has been focused upon exports of iron and steel scrap largely as | 

the result of a propaganda campaign initiated by the independent 

steel producers three or four years ago with the objective of removing 

price competition for scrap, one of their principal raw materials. 

4, Legislation restricting the export of scrap as a means of bringing | 

economic pressure upon Japan and the Rome-Berlin axis no doubt 

would encourage a number of industries to demand similar restrictions 

on exports of raw materials which they require and also the demand 

by manufacturing industries for restrictions upon the importation 

from these countries of competing commodities. Furthermore, it may 

be taken for granted that Japan and the other countries involved 

would retaliate against American trade in other commodities wherever 

possible. In other words, action along these lines runs counter to the 

commercial policy of this Government and its foreign trade interests 

and should be taken only if there is conclusive reason for such action 

| in support of our foreign policy or the national defense. 

5. For these and other reasons the interested executive departments 

including the Department of State have opposed legislation along 

these lines on a number of occasions during the past two or three years. 

| R. VeatcoH 

798.94/14818% 

Memorandum by Mr. George F.Luthringer, of the Office of the Adviser 

on International Economic Affairs, to the Adviser (Feis) 

[Wasuineton,] April 5, 1939. 

Mrz. Fes: As I understand the attached note from Tokyo,” its lead- 

ing argument is that sanctions would destroy the capitalist system in 

° Seg memorandum by the Ambassador in Japan, March 13, p. 516.
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Japan but that the Japanese people would accept this as well as a 
considerable reduction in their standard of living rather than forego — 
the present Japanese objectives and policies with reference to China. 

_ This, in my opinion, by no means demonstrates that some type of 
socialism or fascism will enable the Japanese to acquire necessary raw 
materials or to avoid the drastic physical overhauling and rebuilding 
of their economy that would follow the application of sanctions. 
To what lines of productive work would many of the people engaged 

| in silk production and the manufacture of cotton textiles be shifted ? 
| Could Japan obtain sufficient iron and non-ferrous metals to keep her 

metallurgical industries operating? How would Japan pay for goods 
imported from the “yen-bloc”? She has in the past paid for part of 
these by goods made from raw materials imported from non-yen- 
currency countries, | : : | 

In other words, I do not believe that a mere alteration of the social 
or political framework within which the Japanese economy operates 
would necessarily solve the basic economic problems that would follow 
from effective sanctions. It is, of course, almost certain that sanctions 
would cause a serious reduction in the Japanese standard of living, 
and I am willing to concede that, the Japanese population would accept 
this. However, the transitional period during which these adjust- 
ments were taking place would involve hardships much greater than 
after readjustment had occurred. It seems to me that the strain of 
suddenly and drastically readjusting a nation’s economy, together with 
a simultaneous attempt to carry on a costly foreign war, might well 
gravely impair military efficiency and strain an economy to the point 
of collapse, no matter what its social and political framework. 

It is of course possible that the Japanese might be able to weather 
an economic upheaval of this magnitude without finding it necessary 
to withdraw from China. Russia transformed her economic system 
and at the same time overcame civil war and foreign intervention. 
Nevertheless, it seems to me that the strains and difficulties involved 
are so great that to argue that the problem can be reduced to a willing- 
ness to accept a decline in the standard of living is an oversimplifica- 
tion that gives a very misleading impression of the consequences of 
effective sanctions. In my opinion, there is at least anevenchancethat _ 
Japan would be so weakened by sanctions that she would have to 
withdraw from China or greatly modify her present objectives.® 

" Mr, Feis added notation as follows: “Perhaps—or more likely choose a favor- 
able time to acquire Dutch possessions.”
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793.94 /14951 | 
The Chinese Embassy to the Department of State 7 

Aps-MeEmMore 

The Chinese Government, in its sincere desire to be associated with 

the democratic nations in their imminent struggle against the aggres- 

sor nations, has recently proposed to the British and French Govern- 

ments the following principles of co-operation in the Far East :— 

I. China, Great Britain and France, in their military and economic 
co-operation in the Far East, should, at some suitable time, invite 
Soviet Russia to participate in the co-operation and notify the United 
States of America with the request that it undertake parallel action, 
so that co-ordinated steps may be taken against Japan for the main- 
tenance of their interests in the Far East. 

II. The Powers participating in the war against Japan must not 
negotiate separately and individually an armistice or peace with the 
enemy. — | 

It. On the military side, China promises to supply to her capacity 
the fighting forces, the man-power and the natural resources; while the 
other Powers promise to send as much as possible their naval and air 
forces to participate in the joint warfare in the Far East. The partici- 
pating Powers shall each appoint one military representative with full 
powers to discuss, decide upon and carry out the details of planning 
and execution. | 

IV. On the economic side, the participating Powers promise to mu- 
tually maintain as far as possible their respective currencies and com- 
merce. They shall each appoint one economic representative with full 
powers to discuss, decide upon and carry out the details of planning 
and execution. 

The French Government, in promising to give consideration to these 

proposals, has suggested that any such plan must be discussed with 

the Government of the United States of America. 

The British Government replied on April 12, 1939, to the effect that 

it did not deem the present situation in the Far East as having devel- 

oped to such a stage that it could profitably consider these proposals of 

the Chinese Government; and that the British Government, in dealing 

with the general political and international situation, would give the 

matter close attention. 
The Ambassador is instructed to communicate these proposed prin- 

ciples of co-operation to the Government of the United States of 

America for its consideration. It is the earnest hope of the Chinese 

Government that, should the occasion arise, the American Government 

would use its great influence in helping to realize such an international 

co-operation in the Far Kast. 

Wasuineton, April 14, 1939. 

278040—55——34
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a 793.94/14951 re 

Memorandum of Conversation, by the Under Secretary of State 
| (Welles) , | 

 [Wasurneton,] April 15, 1939. 
The Chinese Ambassador * called to see me this morning and 

handed me the aide-mémoire attached to this memorandum.* The 
| Ambassador said that he had received the first part of this aide- 

mémoire from his Government some days ago and that in order to 
assure himself that the text and translation were similar to that used 
by his colleague in London, he had cabled the latter and the latter part 
of the aide-mémoire handed to me came from the Chinese Ambassador 

in London. | 
After I had read the aide-mémoire I said that, as the Ambassador 

would understand, I could not at this time make any comment upon it 
as I would first have to consult the Secretary of State. I asked the 
Ambassador, however, if he would be good enough to explain to me 
what was meant by the phrase “parallel action” in the first point of 
the aide-mémoire. The Ambassador said that his interpretation of 
this phrase was that the Chinese Government did not propose that 
the United States take any military action in conjunction with China, 
Great Britain and France against Japan, but was intended to imply 
the hope that should China, Great Britain and France engage in mili- 
tary action against Japan, the United States would support such 
action by economic or financial measures. | 

I told the Ambassador that I should be glad to see him next week 
after I had consulted with the Secretary of State. 

Oe Sumner] W[EttzEs] 

793.94/14901 : Telegram | | 

Lhe Ambassador in France (Bullitt) to the Secretary of State 

Paris, April 18, 1939—1 p. m. 
[Received 1:05 p. m.] 

765. The Chinese Ambassador Wellington Koo asked to see me this 
morning and made the following statements to me. _ 

On the 29th day of March, under explicit instructions from his Gov- 
ernment, he had called on Léger, Secretary General of the Ministry 
for Foreign Affairs, and had made a series of verbal proposals on 
behalf of the Chinese Government. On the same day the Chinese 
Ambassador in London had made similar proposals to the British 
Government. 

"Hu Shih. 
* Supra. . .
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_ Léger had requested him to present the proposals in written form 

and he had given Léger a confidential memorandum containing them 

on April 4th. The British Government had not asked for a written 
proposal but had taken note in writing of the statements of the Chinese 

| Ambassador in London. oo SS 

Koo then gave me a copy of the memorandum which he had pre- 

sented to Léger on April 4th. | | 

Inasmuch as it seems to be of the highest importance that these 

proposals should be kept secret, I cannot telegraph them in a non- 
confidential code and it would be improper to repeat a written pro- 
posal of another government in a confidential code. I will therefore 
send you a copy of the memorandum in question by pouch tomorrow,” 
and submit herewith summary. = © 

The opinion is expressed in the memorandum that Japan. is attack- 
ing China not only to conquer China but also to eliminate and destroy 

all influence and interests in the Far East of other powers. The war 
between China and Japan is regarded as an integral part of the effort 
of the totalitarian states to overwhelm the democracies. 

In the event of war in Europe it is believed that Japan will attack 
the territorial possessions of France and Great Britain in the Far East. 

The Chinese Government proposes in view of the threat of war in 
Europe that there should be immediate practical consultation between 
the French, British and Chinese Governments for joint action in the 
Far East against Japanese aggression and offers to collaborate fully 
in the preparation of a plan. | a 

For the purpose of facilitating discussion the Chinese Government 
presents the following concrete proposals to the French Government. 

[Here follows substance of the four proposals, contained in the 
aide-mémoire from the Chinese Embassy to the Department of State, 
April 14, page 525. ] a : 

_: When I had read the memorandum I said to the Chinese Ambas- 

sador that a most important point seemed to me obscure. The mem- 

orandum seemed to be based on the assumption that England and 

France were already at war with Japan. As this was not the case I 
should be glad to know why the memorandum had been drawn in this 
form. | 

The Chinese Ambassador replied that the entire memorandum was 

based on the premise that war certainly would break out in Europe 

and would be followed by a Japanese attack on British and French 

possessions in the Far East. The Chinese Government was propos- 

ing engagements to be taken in advance of war to become effective only 

in case of war. 

“ Notation on margin: “Letter to the Secretary of State April 18, 1939”; not 
found in Department files. |
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_In conclusion the Chinese Ambassador said that General Chiang 
Kai Shek and all the members of the Chinese Government were most 
hopeful that the President might use his influence to promote fa- 
vorable consideration of this proposal by the French and British Gov- 
ernments. He went on to say that on the 12th of April he had called 
on Léger to ask for the opinion of the French Government with re- 
gard to the proposals contained in his memorandum of April 4. He 
had received the reply that owing to intense preoccupation with affairs 
in Europe it had been impossible for the French Government to give 
the Chinese proposal proper consideration. == 

The Chinese Ambassador in London had received nothing but the 
reply that the British Government regarded the proposal as intensely 
interesting and the promise that it would be given careful study. 

| The Chinese Ambassador ended his conversation by remarking that 
he had come to see me because he had received a communication from 
Chiang Kai Shek instructing him to ask me to assist him in further- 
ing the project. oo, 

| | Buuuirr 

793.94/14902 : Telegram | 

Lhe Ambassador in France (Bullitt) to the Secretary of State 

Paris, April 18, 1939—6 p. m. 
| [Received April 18—2: 23 p. m.] 

770. T asked Léger this afternoon if he had replied to the memoran- 
dum presented to him on April 4th by the Chinese Ambassador (re- 
ferred to in my 765, April 18,1 p.m.). He replied that he had as 
yet given no answer to the Chinese Ambassador but that the British 
Government had replied. last night to the similar démarche made by 
the Chinese Ambassador in London. ) 

The British had said that they would be unwilling to enter into any 
agreement now with the Chinese Government based on the hypothesis 
that if Great Britain should become involved in war in Europe Japan 
would attempt to seize British possessions in the Far East. The 
British Government had stated further to the Chinese that they had 
hopes that the presence of the American Fleet in the Pacific might 
prevent a Japanese attack on British possessions in the Far East. 

In case Japan should attack British possessions in the Far East and 
in case no assistance from the United States should be forthcoming, 
the British Government had decided that they could bring no assist- 
ance to their possessions in the Far East until the successful conclusion 
of war in Europe. 

Léger went on to say that the French reply to the Chinese Govern- 
ment would be along the same lines. I then suggested to him that it 
was most unfair for the French Government to continue to place a
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transit tax of 4% on goods destined for the Chinese Government in 

transit through French Indo-China. (See my 766, April 18, 2 p. m.)™ 

He agreed this was stiff ; but added that the justification for it was that 
Indo-China was compelled at the moment to rely on its own revenues 

for its defense. | 
Léger added that the French Government had cut off all deliveries 

of iron from French Indo-China to Japan after the seizure of the 

Spratley Islands by Japan.** This measure was proving to be ruinous 

to the finances of Indo-China and to the welfare of the local population. 
Moreover, the Japanese were obtaining the iron they needed from 

British possessions in the Malay Penninsula. 

The French Government therefore had proposed to the British 

~ Government that this source of supply to Japan should be cut off. 

The British Government had replied that this could be done easily by 

raising the export tax on this iron but had added that it could see no 

— utility in cutting off exports of iron from these French and British 
possessions so long as Japan could obtain all the supplies of iron she 
might need from the United States. 

Léger said that he had been informed that the British Government 

was about to ask the Government of the United States if something _ 

could not be done to cut off supplies of iron from the United States 

to Japan. | 

We then had some discussion of the problem of bringing pressure 

to bear on Japan, Germany and Italy by buying through joint action 

by the French, British and American Governments certain essential 

war materials. I venture to suggest that this question is worth 

studying. Buiyirr 

894,24 /648 
Memorandum of Conversation, by the Chief of the Division of 

European Affairs (Moffat) ™ 

[Wasuineron,] April 19, 1939. 

I asked Mr. Mallet, Counselor of the British Embassy, to call this 

afternoon and explained that we have received information from 

Paris ® to the effect that since the seizure of the Spratley Islands 

France has cut off all deliveries of iron from French Indo-China to 

Japan. The French, however, are upset about this as it is seriously 

affecting the finances of Indo-China, and the Japanese are meanwhile 

obtaining the necessary iron from the Malay Peninsula. The French, 

* Post, p. 665. 
* See pp. 103 ff. 
* Notation on original: “Copies sent to London, Paris & Tokyo.” The copy to 

Paris was sent as enclosure to Department’s instruction No. 1455, May 1 (not 

Pre Tolesram No. 770, April 18, 6 p. m., supra.
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therefore, suggested to the British Government that this source of 
supply be cut off. The British apparently replied that they didn’t 

| see any use in cutting off iron exports from British or French posses- 
sions so long as Japan could obtain all the supplies of iron she might 
need from the United States. The French understood that the British 

_ were about to ask the U. 8. A. if something could not be done to cut 
off supplies of iron from the United States to Japan. a | 

The purpose in asking Mr. Mallet to call was to suggest to him 
that it might be inadvisable for the British to make such an approach. 
In the first place, we would have to reply that the matter would 
receive study from the point of view of our own independent.interests: 

_ that we had always pursued an independent course, which though it 
often happened to parallel the course of other Powers, could not be 
in the nature of joint action. More important, however, was the fact 
that if, as seemed probable, legislation looking toward an embargo of 
certain types of steel and iron scrap were introduced by Senator 
Pittman ® it would be helpful to this Department to be able to say _ 
that it had not been approached on the matter by Great Britain or 
any other foreign power. Se | 

Mr. Mallet replied that he had heard nothing whatsoever about the — 
matter, and was inclined to doubt whether the British were planning 
to make us this request. However, in view of the intimation I had 
just given him, he would see that it were stopped, as the last thing the 
British Government wished to do at the moment was to embarrass us 
in any way. | | 

Prerrevont Morrat 

611.946 /429 

Memorandum by Mr. Joseph M. Jones of the Division of Far Eastern 
, Affairs } | | 

| [Wasuineron,] April 20, 1939. 

THe Marrer or an Imeort anp Export Emparco AGAInst JAPAN* 

It is the principal object of this memorandum to consider the ques- 
tion from a technical point of view of how effective the imposition of 
import and export prohibitions against Japan by the United States 
and possessions (except the Philippines), the United Kingdom and 
possessions (except the Dominions and India), France and posses- 
sions, and the Netherlands and possessions, might be expected to be 
in impairing Japanese economy and in forcing Japan to abandon her 

* Chairman of the Senate Committee on Foreign Relations. 
*Copy transmitted to the Embassy in Japan. 
* Limitations of time and assistance were such that some of the tables in this 

report could not be checked and may contain a small margin of errors. [Foot- 
note in the original. ]
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plans for the conquest of China. Consideration of the advisability 
of adopting such a policy is not within the scope of this report. 

_ The possessions mentioned in the foregoing group are only those 
whose economic policies are controlled by the mother countries speci- 
fied. The entire group will be hereafter referred to as Group A. The 
British Dominions and India and the Philippines were studied as a 
separate group, hereafter to be referred to as Group B, whose eco- 
nomic action probably can be influenced to some degree by the mother 
countries. The Netherlands and possessions were included in Group 
A because in the realm of practical international action economic 
sanctions against Japan could not be envisaged without the coopera- , 
tion of the Netherlands: Dutch India is an important market for 
Japanese goods and a very important source of raw materials, notably 
oil, tin and rubber. An embargo on the shipment of vital raw mate- 
rials to Japan might be impaired without the cooperation of the 
Netherlands. Further, if an import embargo were so effective as to 
exhaust Japan’s ability to purchase raw materials, it is not. improb- 
able that the Japanese Navy would attempt to seize some of the neces- 
sary supplies in Netherlands India; and for this reason a prearrange-. 
ment for the protection of that country should be considered as a 
vital part of the program. | | re 

Conclusions . | | 

An import embargo enforced by Groups A and B against Japanese 
goods would probably oblige Japan to dispose of her foreign exchange 
resources at a rate of approximately 105,000,000 yen per month. EA? 
estimates Japan’s total foreign exchange reserves at the end of 1939 
to be not more than 1700 million yen (see EA’s memorandum entitled 
“Japanese Gold and Foreign Exchange Resources” *). On this basis 
Japan might be expected to hold out for about 16 months even were 
Japanese goods embargoed by Groups A and B.+ oo 

Administrative difficulties involved in the enforcement of a general 
import embargo are extensive and complex but there is no reason to 
believe that they are insuperable. ) 

An export embargo on shipment to Japan of essential commodities, 
enforced by Groups A and B, involves greater difficulty and promises 
results less certain than has generally been supposed. _ 

There are several important sources of oil outside Groups A and 
B and commercial stocks in Japan are believed to be ample for at 

least six months, while the Japanese Navy has on hand at least a three 
years’ supply. There seems to be no doubt that an embargo on oil 
would decrease Japan’s military and industrial efficiency after the 

* Office of the Adviser on International Economic Affairs. 
* Not found in Department files. a , 
7 The dollar figures in BA’s report are converted into yen for the purposes of 

this report at $1.00 — 3.50 yen. [Footnote in the original. ]
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exhaustion of her commercial stocks, but under the stress of an em- 
bargo Japan might be enabled to obtain a substantial portion of her 
requirements from outside Groups A and B. | 
-Japan’s greatest vulnerability would appear to be her shortage of 

iron, due to the concentration of iron in the Pacific area in Groups A 
and B, and the sharp competition for Europe’s production. An em- 
bargo on iron ore and all forms of iron enforced by Groups A and B 
would probably eventually be disastrous to Japan but it is probable 
that the effects of an embargo on iron would not be critically felt 
in Japan for some time. | | | 

Japan could probably not obtain sufficient supplies of tin outside | 
Groups A and B unless she occupied the Province of Yunnan, China. 
Adequate supplies of rubber are not obtainable outside Groups A and 

| B. An embargo on lead, copper and zinc by Groups A-and B would | 
undoubtedly embarrass Japan’s industrial operations to a certain 
extent but would not affect Japan disastrously as substantial supplies 
could probably be obtained in an emergency. | 

An embargo on automobiles and parts would probably reduce 
Japan’s industrial and military efficiency but it would by no means 
cripple Japan’s motor transportation in view of local production 
and the possibilities of supplies from Italy and Germany. The same 
may be said of machinery and parts. | 

Supplies of pulp could probably be obtained outside of Groups A 
and B and it is probable that supplies of cotton adequate for Japan’s 
sharply reduced needs (in case an import embargo were enforced 
at the same time) could be found outside of the yen bloc (notably 
Brazil). : 

It is probable that Japan’s present economy could not withstand 
the combined effects of an import and export embargo enforced by 
Groups A and B. The tremendous shock which that economy would 
sustain from a simultaneous loss of export markets and sources of 
raw materials would probably necessitate immediate state control and 
operation of industry and trade. Ambassador Grew appears to be- 
lieve that the Japanese people would accept the disappearance of the 
existing economic order without withdrawing their allegiance to those 
who are directing and who would continue the campaign in China. 
This judgment need not be questioned, but there is little doubt that 
the immediate social and economic confusion and distress engendered 
by the simultaneous imposition of import and export embargoes 
would be so great as to reduce drastically the effectiveness of Japan’s 
military and economic penetration of China, or even to check it 
entirely for a considerable period. Millions of industrial workers, 
farmers, stevedores, fishermen, et cetera, would be deprived of their 
incomes and a country’s distribution system cannot be reorganized 
on a different basis without a considerable period of social and eco-
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nomic confusion and distress. Provided the initial shock were with- 

stood and the Japanese people remained loyal during the long period 

of reorganizing the production and distribution system, it is probable | 

Japan could carry on for a considerable period of time. There would 

appear to be no doubt, however, that if Groups A and B strictly en- 

forced import and export embargoes for a sufficient period of time, 

the continued and cumulative effects would eventually so reduce the 

efficiency of the Japanese industrial and military machine as to force 

some drastic change in either Japan’s foreign policy or internal 

leadership, or both. 
In this connection, if an import or export embargo should be en- 

forced against Japan and if these measures should embarrass Japan’s 

industrial or military operations appreciably, it seems probable that 

Japan would make an attempt to seize forcibly the materials that she 

needs. 
[Here follows detailed discussion of sub] ect. | 

894.24/652a : Telegram 

The Secretary of State to the Ambassador in Japan (Grew) 

Wasuincron, April 27, 1939—5 p. m. 

113. Press flashes this noon state that Senator Pittman has intro- 

duced a bill+ which would authorize the President to place restrictions 

upon trade and commerce between the United States and any violator 

of the Nine Power Treaty of 1922; also that the Senator said that 

his plan was drafted “By me alone, and no one else knows anything 

about it.” 
At his press conference today, the Secretary, when asked for com- _ 

ment, said that he had no knowledge of the matter until he saw the 

news flash; that he had not had any conference on the subject; and 

that he thought that Senator Pittman had made it clear in the state- 

ment which accompanied his introduction of the bill that the bill 

was his own individual product. 
Hoy 

793.94/14951 

The Department of State to the Chinese Embassy * 

The Chinese Embassy’s aide-mémoire of April 14 relating to pro- 

posed principles of cooperation in the Far East has been read with 

care. | 

*g. J. Res. 123, Congressional Record, vol. 84, pt. 5, p. 4821. 
® Read as an oral statement and handed to the Chinese Ambassador on May 1 

by the Adviser on Political Relations.
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It is believed that the Chinese Embassy is fully aware of this Gov- 
ernment’s attitude on the subject of cooperation and parallel action. 
Clear indications of this attitude are given in the texts of documents 
which have been released to the press by the Department of State 
and by the White House. | 

611.946/425 : Telegram _ — 
The Chargé in China (Peck) to the Secretary of State — 

— Cuuncxine, May 2, 1939—noon. 
| | [Received May 2—7: 30 a. m.] 

803. The local press has given prominence to reported resolution 
introduced by Senator Pittman which would authorize the President 
to restrict trade with countries violating the Nine Power Treaty. 
The British Ambassador informed me May 1 that the Minister for 
Foreign Affairs,® acting apparently on the assumption that this or a 
similar measure will be enacted by Congress, has urged him try 
to introduce the British Government to initiate some step by the 
Teague of Nations to bring about similar action by League members. 
Foreign Office officials as also the British Ambassador have asked me 
whether there is any probability that the resolution in question will 
be adopted and I have pointed out the impossibility of making any 
prediction. | 

| Repeated to Peiping. | 
PrEcx 

793.94/14946 : Telegram : 

Lhe Ambassador in France (Bullitt) to the Secretary of State 

Paris, May 3, 1939—5 p. m. 
[Received May 3—1:55 p. m.] 

874. The Chief of the Far Eastern Division at the Foreign Office * 
in a conversation today with Wilson ® referred to the memorandum 
presented to Léger on April 4 by the Chinese Ambassador (see my 

65, April 18, 1 p. m. and 770, April 18, 6 p. m.) and said that a reply 
had been made to the Chinese Ambassador to the effect that the French 
Government regarded the Chinese proposal as most interesting but 
that it seemed premature to give consideration at the present time to 
entering into any such agreement. 

Chauvel added that in the view of the French Government it would 
be unwise to reply to the Chinese proposal by a categorical refusal. 

‘Wang Chung-hui. 
"Jean Chauvel. oo 
* Edwin C. Wilson, Counselor of Embassy in France.
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There were, in true oriental fashion, secret discussions going on more 

or less constantly between agents of Chiang Kai Shek and the Jap- 

anese Government concerning peace terms. If the British and French 

Governments should turn down flatly the Chinese proposal, Chiang 

Kai Shek might become discouraged and inclined to listen too favor- ) 

ably to the Japanese peace propositions. Oo - 

In view of the present world situation any such development in the 

Far East would be regarded by the French as distinctly unfortunate. 

_ Asindicating that the French intend to keep the Chinese “dangling” 
regarding the Chinese proposal, it was mentioned that Wellington 

Koo saw Léger yesterday and discussed the proposal with him for over 

an hour. oe oe 
- With reference to cutting off deliveries of iron from French Indo- 

China to Japan, Chauvel said that strong protests had come in from 

Indo-China where laborers were being thrown out of work and local 
revenues reduced. The Ministry of Colonies was now considering 
whether it would be feasible to maintain this embargo in effect; if 
they decide in the affirmative, then the French Government having 
ascertained that the British Government could cut off supplies of iron 
from Malaya to Japan by raising the export tax would approach the 
United States Government to inquire if it would be possible to cut off 
supplies of iron from the Philippine Islandsto Japan. = | 

—-s«§94,24/654: Telegram | Oo | 

The Secretary of State to the Ambassador in France (Bullitt) 

WasHINGTON, May 5, 1939—5 p. m. 

337. Your 874, May 38, 5 p. m., last paragraph. The Department 

desires that in your discretion you endeavor to discourage proposed 

approach by inviting attention of appropriate quarters to considera- 

tions mentioned in the penultimate paragraph of enclosure to the 

Department’s instruction no. 1455 of May 1.° , 
| Hou 

111.942/1704 | 

Memorandum by the Assistant Secretary of State (Sayre) to the 
Secretary of State | 

[Wasuineron,] May 11, 1939. 

Mr. Secretary: You will remember that I spoke to you some weeks 

ago about the question of terminating certain articles in our Treaty 

of Commerce and Navigation of 1911 with Japan.” The obligations 

° See footnote 97, p. 529. 
1 Signed February 21, 1911, Foreign Relations, 1911, p. 315.
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under Articles V and XIV of this Treaty constitute what amounts to 
a one-sided obligation imposed upon this Government, in as much as 
it guarantees most-favored-nation treatment with respect to tariffs, 
but leaves the broader obligation of general commercial most-favored- 

| nation treatment undefined in so far as the newer economic devices of 
quota restrictions, exchange control, and similar practices are con- 
cerned. In other words, the provisions of the Treaty of 1911 are 
quite obsolete and should be replaced by more modern provisions. 
The existing Treaty would prevent the United States.from taking 
various actions such as export embargoes or tariff discriminations 

| against Japan, whereas it does not prevent J apan from discriminating 
against American trade in China nor does it prevent discrimination 
in Japan through exchange control measures in a most flagrant way. 

_ From the viewpoint of commercial policy, it seems clear that the 
| old Treaty should be either done away with or replaced by new and 

more modern provisions. In a meeting of representatives of the 
various Divisions concerned, I believe that all unanimously agreed to 
this conclusion. | 

: Since the meeting, however, Senator Pittman has, as you know, 
| introduced a resolution on April twenty-seventh, giving the Presi- 

_ dent authority to embargo exports to or imports from a country 
violating the Nine Power Treaty. In view of this development, the 
Far Eastern Division feels that a move at this time to modernize the 

| Treaty would have political repercussions and that we therefore should 
do nothing at this time. 

In my own opinion there are strong arguments for going forward 
| now with the modernization of the 1911 Treaty. This could be done 

by first talking the matter over with Senator Pittman and suggesting 
to him that he defer pressing any action on his resolution until after 
we have a chance to clear up the old Treaty. I think it is plain that 
no action could be taken under the Pittman resolution without violat- 
ing the present provisions of the 1911 Treaty. What I fear is that 
if we do nothing action may be pressed on the Pittman resolution and, 
if the Senate is then informed that the 1911 Treaty prevents taking 
action under the Pittman resolution, the Senate may consider or pass 
a resolution directing the President to denounce the 1911 Treaty. 
Such a resolution would doubtless be accompanied by inflammatory 
remarks which, it seems to me, would be very unfortunate and would 
certainly increase the political embarrassment likely to attend any 
attempt by us at that time or later to revise the 1911 Treaty. The 
wiser course, therefore, seems to me for the State Department, after 
conferring with Senator Pittman, to approach the Japanese Govern- 
ment, asking them to agree to negotiate a new treaty eliminating 
Articles V and XIV of the old Treaty of 1911. As you will recall 
from my earlier discussion with you, it is contemplated that if the
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Japanese desire to negotiate more modern provisions we would be ) 
prepared to enter into an informal modus vivendi along the line of the 
Italian commercial agreement ™ adapted to Far Eastern circumstances | 
and, if conditions warranted, in time to embody such provisions in 
actual treaty form. This proposal is embodied in the aide-mémoire 
appended hereto.” | 

There is a conflict of opinion in the different Divisions of the De- 
partment. Mr. Hamilton of the Far Eastern Division feels it unwise 
to move at this time. Mr. Hawkins of the Trade Agreements Divi- 
sion feels, on the other hand, that we ought to move forward so as to 
rid ourselves of the obligations of the Treaty of 1911 which in effect 
operate unilaterally against us. 7 

| F[rancis] B. S[ayre] 

611.9481/176% | 

Memorandum by the Legal Adviser (Hackworth) to the Secretary 
| of State 

[Wasuineron,| May 26, 1939. 

| I attach Mr. Baker’s memorandum of May 17, 1939," regarding 
discrimination by Japan against American trade and commerce in : 

_ China. | | 
I should suppose that the Congress in enacting Section 338 of the 

Tariff Act “ had in mind discrimination by a country in its own terri- 
tory. The situation with respect to occupied territory such as exists in 
China being so unusual was probably not thought of at the time the 
section was under consideration. Yet, the terms of the section are 
broad enough to cover the Sino-Japanese situation if it should be 
deemed desirable to invoke the section. 

Article V of the treaty of 1911 with Japan would seem to prevent 
this Government from prohibiting the importation of Japanese goods. 
The protocol attached to the treaty of 1911 and the tariff provisions in 
the treaty of November 22, 1894 referred to therein, impose a like pro- 
hibition. These latter provisions also prohibit the imposition of 
higher duties on articles the produce or manufacture of the territories 
of Japan, than are imposed on like articles imported from any other 
country. (1 Treaties, Conventions, etc. (Malloy, 1910) 1028, 1030- 
31). 

It would therefore seem desirable to get rid of the treaty of 1911 as 
a preliminary step to resorting to Section 338 of the Tariff Act of 
1930. 

Green H. HackwortH 

41 Signed at Rome, December 16, 1937 ; 51 Stat. 361. : 
* Draft not printed. 
4 Not printed. 
4 Approved June 17, 1930; 46 Stat. 590, 704.
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751.93/62 o 
_ Memorandum of Conversation, by the Chief. of the Division of Far 

_ Kastern Affairs (Hamilton) 

oe | OS [Wasuineton,] June 5, 1939. 
The French Ambassador called. He referred to his call on Mr. 

_ Welles on June 1 and to the suggestion made by Mr. Welles that he 
take up in detail with me the document which he had received from his 
Government covering proposals made by the Chinese Government to 
France and Great Britain for reciprocal military collaboration. The 
Ambassador said that he assumed that we had already been informed 
of the approach made by the Chinese to the French and British Gov- 
ernments on this subject. I replied in the affirmative. He then said 
that it was the thought of the French Foreign Office that it would be 
unwise for the French Government to return a categorical negative to 
the Chinese proposal for fear that such a rejoinder might serve to dis- 
courage the Chinese; and that the French Foreign Office thought it 

| advisable therefore to continue the conversations on the subject with 
the Chinese Government. The Ambassador said that the French 
Foreign Office had made reply to the Chinese proposal to the gen- 

) eral effect that consideration might preferably be given at this time 
to specific proposals which might be offered to cover specific 
contingencies. . 

| The Ambassador asked me whether the Chinese Government had ap- 
proached us on the subject with the suggestion that the United States 
take, in the contingency of a European war, parallel action. I re- 
plied in the affirmative. The Ambassador then asked what reply we 
had made to the Chinese. I said that we had made a brief informal 
and oral reply to the Chinese Ambassador here to the general effect 
that the Chinese Embassy was aware of this Government’s attitude on 
the subject of parallel action and cooperation, as clearly set forth in 
numerous public statements by high officers of this Government. 

M[axwetu| M. H[ amiron] 

893.51/69383 | 

Memorandum of Conversation, by the Chief of the Division of Far 
Eastern Affairs (Hamilton) 

[ WasHineron,] June 5, 1939. 

The French Ambassador called. He said that he understood that 
the Department had received from the British Foreign Office a state- 
ment of the British Foreign Office’s views in regard to the question 
of the advisability of utilizing economic and financial pressure against 

* Memorandum of conversation not printed.
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Japan.* I expressed some surprise and said that I knew of nothing 
new on this subject. The Ambassador then said that he understood 
that a number of months ago, perhaps last November, the Depart- 
ment had made inquiry of the British Foreign Office in regard to this 
matter and that the British Foreign Office in response to this inquiry 
had presented to the Department its views. I then said that I had | 
gained the impression from the Ambassador’s first statement that there 
had been some recent development in this regard and that I recalled 
the statement which had been communicated to the Department by 
the British some months ago. The Ambassador continued that the 
British Foreign Office had taken the matter up with the French 
Foreign Office and that as a result of the British approach the French 
Foreign Office had undertaken a study of the subject. The Ambas- 
sador said that in the study made by the French Foreign Office atten- . 
tion had been given to various economic and financial measures which 

might be taken ; 1” that toward the end of its study the French Foreign 
Office made a number of observations: first, it was the impression of 

_ the French Foreign Office that the credits which had been extended 
to China had not been used by China with maximum effectiveness; : 
second, the French Foreign Office considered that coordination of 
measures and of effort was highly desirable; and third, the French 
Foreign Office considered that solidarity among the various powers 
was highly important toward ensuring the success of any measures 
which might be adopted. The Ambassador said that in the study | 
made by the French Foreign Office attention had been given to the 

attempt to apply economic measures against Italy during the Italian- 

Ethiopian trouble. The Ambassador said that that attempt showed 

that coordination and solidarity were very important. The Am- 

bassador said also that the French Government had imposed an 

embargo against exports of iron from French Indochina to Japan 

but that the French Government had subsequently removed the em- 

bargo in the light of the fact that the French Government had ob- 

served that Japan’s inability to obtain iron from French Indochina 

had caused Japan merely to deflect its purchases to British Malaya : 

and to some extent to the Philippine Islands. The Ambassador said 

that the conclusion of the study made by the French Foreign Office 

was to the general effect that the French Foreign Office had nothing 

particular in mind at the present time but was of the opinion that 

there was definite need of proceeding with coordination of measures 

of financial aid to China.” 

1% See gide-mémoire from the British Embassy, January 25, p. 490. 
7 See also pp. 636 ff. | 
%Mhe Adviser on Political Relations (Hornbeck) on June 7 reminded the 

Secretary and Under Secretary of State that “You are already familiar with my 

views that, as between policies envisaging aid to China and policies envisaging 

withholding of aid from Japan, the former are preferable”.
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I thanked the Ambassador for his courtesy in furnishing us this 
outline of the study made by the French Foreign Office on the subject 
indicated. | 

| M[axwet.t| M. H[ammron] 

894.51/639 : Telegram | | 

The Secretary of State to the Minister in Switzerland (Harrison) | 

| | Wasurneron, July 1, 1939—3 p. m. 
37. Your 56, June 29, 11 a. m., and the Department’s instruction 

no. 711, May 31, 1939,1° enclosing a copy of a memorandum of conver- 
sation 7° setting forth the Department’s attitude in regard to the ex- 
tension of credits to Japanese agents. 7 

| The Department desires that, unless you perceive objection, you 
convey to the appropriate Swiss authorities orally and in confidence 
the Department’s views as set forth in the enclosure to the despatch 
under reference. You may add that so far as the Department is 
aware there have been no substantial deviations by American bankers | 
from the policy desired ky the Department. You may add further 
that we believe the attitude of the British Government to be similar 
to our own and that British banks appear to have been following a 
policy similar to that of American banks. 

| , Hou. 

894.24/685 

The Chinese Ambassador in the United Kingdom (Quo Tai-chi) to 
the Chinese Ambassador in the United States (Hu Shith)** — 

Because of the European situation the British Government have 
been forced, temporarily, to act toward Japan with great patience. 
But they are much interested in Senator Pittman’s new bill. The 
embargo of war materials to Japan, if passed by Congress, will cer- 
tainly be followed by the British Government. 

898.102 Tientsin/403 TO 

Memorandum of Conversation, by the Under Secretary of State 
(Welles) 

[WasHiNncTon,] July 21, 1939. 

The French Ambassador called to see me this morning at his request. 
The Ambassador read to me a telegram dated July 18 which had 

* Neither printed. 
* See memorandum of conversation, by the Chief of the Division of Far Eastern 

Affairs, January 27, p. 494. 
“Text of a cable received by the Chinese Ambassador in Washington July 13; 

copy received by the Department July 17.
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been sent by the French Ambassador at Tokyo” reporting on the 

course of the British negotiations.* The French Ambassador in 

Tokyo had expressed the belief that while both the Japanese and the 

British Governments were in accord in desiring a satisfactory agree- 

ment as a result of the negotiations, nevertheless, the deliberate in- 

flammation of public opinion by the extremist elements and the 

growing influence of the extremist military authorities in Japan made 

it highly unlikely that any agreement could be found. The telegram 

went on to say that the German Embassy in Tokyo and German agents 

were now cooperating notoriously with the extremist military author- 

ities in Japan and that much German money was being spent. The 

French Ambassador in Tokyo stated that he was convinced that the 

“Hochi”, which had recently adopted a violently reactionary and pro- 

German policy, had been bought by the German Embassy and was now 

completely under German control. | 

I gave the Ambassador the gist of the telegram dated July 20 

received from the American Embassy in Tokyo with regard to the 

negotiations.?* 

‘The Ambassador then went on to say that while he was not author- 

ized to do so, and far less had instructions to do so, he desired to read 

to me a note sent by the French Foreign Office under date of June 15 to 

the British Embassy in Paris written in reply to an inquiry received 

by the French Government from the British Government as to the 

attitude which France would take in the event that Great Britain 

requested her to join in the adoption of measures of reprisal and 

retaliation against Japan. The Ambassador said it was impossible 

for him to let me have a copy of this communication. 

The contents of the note were as follows: France declares that in 

the event that measures of retaliation and reprisal are undertaken, 

France will definitely not get out in front and appear to take the 

initiative in the matter; that on the other hand, if several governments 

adopt a common policy in this regard so that the risks of Japanese 

retaliation are spread, France will be willing to take part in such | 

policy. She declares that cooperation in this matter of France, Great 

Britain, and the United States is essential, and that the cooperation 

of the United States in the event that such a policy is adopted is 

imperative because of the vulnerability of French Indochina to Japa- 

nese attack. France states that if measures of reprisal, such as an 

embargo upon Japanese exports and upon the import into Japan of 

raw materials and other commodities from other powers, are to be 

2 Charles Arséne-Henry. 
% See section entitled, “American Interest in Situation Created by Japanese 

Demands on the British Concession at Tientsin,” vol. Iv, pp. 163 ff. 

8 Toid., p. 223. 

278040—55——35



| 542 FOREIGN RELATIONS, 1939, VOLUME II | 

placed in effect, France would require not only that such measures 
be undertaken by common accord among the governments primarily 

| interested in China, in any event between France, Great Britain, and 
the United States, but would likewise require guarantees of assistance 
in the event that such a policy should result in an attack by Japan upon 
French colonial possessions. France states on the other hand that if 
the measures are to be limited to the furthering of financial and com- _ 
mercial assistance to China, some indication to Japan that the measures 
undertaken by the governments concerned are simultaneous or parallel 
and taken as the result of a common understanding would be sufficient. 

The French Government points out that the most effective means of 
rendering assistance to China at the present time is through the 
furnishing of arms and ammunition. It is emphasized that only three 
routes for the shipment of such supplies to China are now open, namely, 
the route through Turkestan which is long and results in great expense, 
the route over the new road from Burma which has just been opened 

_ and which is expensive and is as yet insecure, and finally, transship- 
ment through French Indochina. If transshipments through French 
Indochina are to be undertaken, France insists that such opening of 
French Indochina to transshipment must be recognized by Japan as 

: the result of an agreement in this regard on the part of the several 
powers most concerned in order that Japan will clearly recognize 
that such a policy on the part of France is undertaken only with the 
assurance of support from Great Britain and the United States. It 
is emphasized repeatedly in the note that France will not agree to any 
measure of this character nor to any measure of retaliation or reprisal 
against Japan without assurances from the United States. The 
French Government states that this is a sine qua non. The note goes 
on to say that if a general accord on the part of the nations most 
interested in China can be found, the Government of Australia should 
be included as well as the Government of the Netherlands, although 
it is recognized that the latter would be reluctant to take part in any 
such concerted action without effective guarantees of the most positive 
character, and that the form of such guarantees must depend in the 
last analysis upon the United States. 

I expressed to the Ambassador my appreciation of his courtesy in 
giving me in this succinct and clear form the views of the French 
Government with regard to this question. I said that I should like to 
give these questions very full consideration before giving him any 
reaction of any kind. I said, however, that in the consideration of 
these questions I would desire to have very clearly from him his inter- 
pretation of one feature of the note which he had read to me. I asked 
him if I was correct in understanding that the note implied that the 
French Government would not undertake any measures of retaliation
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against Japan in the nature of commercial or financial embargoes 
unless such measures formed a part of a common agreement between 
several powers to which the United States must necessarily be a party 
and further, unless the Government of the United States were willing 
to give guarantees to France that it would take part in the defense of 
French Far Eastern colonial possessions should the latter be attacked 
by Japan as a result of the measures taken. __ | | 

The Ambassador stated that my understanding was entirely correct. 
I said that, of course, the Ambassador must fully recognize that 

such an agreement on the part of the United States would be tanta- 
mount to entering into a defensive alliance of a military and naval 
character with France and that no such alliance could be concluded 
without the ratification of the United States Senate. I also reminded 
him that this Government had made it plain from the outset of the 
hostilities in China that this Government was taking and would take 
an independent course, depending upon the fundamental interests 
of the United States and as they might be affected by the course of 
events and that while for obvious reasons we had frequently taken 
action parallel to that of France and of Great Britain during the past 
three years, nevertheless such action had been taken because in our 
judgment circumstances at the moment warranted it and our action at 
no time had been the result of prior agreements or commitments 
entered into. The Ambassador said he fully recognized that this was 
the case. ' | | 

I told the Ambassador that I would have an opportunity of speak- 
ing with him again next week with regard to some of the aspects of 
the note which he had brought to my attention. 

S[omner] W[etzzs] 

611.9481/177 | 

The Acting Secretary of State to Senator Lewis B. Schwellenbach, 
of Washington . 

a | Wasuinetron, August 22, 1939. 

My Dear Senator SCHWELLENBACH: I refer to your letter of Aug- 
ust 9, 1939,24 in which with particular reference to your discussion 
of the Far Eastern situation on the floor of the Senate on August 2, 
1939,25 you adopt the thesis that the supplying by the United States 
of a large percentage of the war materials used by Japan in carrying 
on hostilities in China constitutes a violation of the Nine Power Treaty 
concluded in Washington in 1922,?* and suggest that the executive 
department of the Government might stop shipments of such supplies 

“Not printed. | 
% Congressional Record, vol. 84, pt. 10, p. 10750. 
* Foreign Relations, 1922, vol. 1, p. 276.
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under sections 238 and 245 of Title 22 of the United States Code, or, 
as an alternative, that business interests might be requested to desist __ 
from making such shipments. | 
Your detailed statement of August 2 in the Senate, and the further 

statement enclosed in your letter, have been read with care, and the 
Department offers comments as follows. | 

As you know, this Government attaches great importance to a 
scrupulous respect by all nations for international agreements, and 
this Department gives intensive consideration to every question affect- 
ing the interpretation of agreements to which the United States is a 
party, so that the courses of action which are adopted may be just and 
fair to all and clearly within the meaning and intent of the agreements. 
With reference to your suggestion that sections 238 and 245 of 

Title 22 of the United States Code are applicable in the instant 
situation: This suggestion is apparently based upon an hypothesis 
that the shipment from the United States to Japan of “any arms or 
munitions of war, or other articles” is “in violation of law” in the 
sense that it constitutes a failure, under article 1, subparagraph 1 
of the treaty of 1922, “To respect the sovereignty, the independence, 
and the territorial and administrative integrity of China”. Section 
941 of Title 22 provides for the libel and condemnation of property 
seized under section 238. The sections, being of a penal nature, are 
properly to be strictly construed. The wording of the treaty is gen- 
eral. It contains no specification of an obligation such as you have in 
mind. 

| With reference to your alternative suggestion that business interests 
might be requested to discontinue making shipments of war materials 
to Japan : The Department, in July of last year, as you know, expressed 
to the manufacturers and exporters in this country of airplanes and 
aeronautical equipment ?’ its disapproval of the export of aeronauti- 
cal supplies to countries the armed forces of which are engaged in 
the bombing of civilian populations from the air. The Department’s 
representations to these manufacturers and exporters were based upon 
this country’s general and unreserved condemnation, to which this 
Government has given expression repeatedly in public utterances, of 
the bombing of civilian populations.—Both the Government and the 
people of this country deprecate the use of American products in 
the prosecution of military conquest, especially such as involves in- 
tensive and widespread attack upon civilian populations. It is 
believed, however, that suggestions that the procedure of the advisory 
action be extended and be employed in regard to a considerable num- 
ber and variety of articles call for very careful study with weighing 
of many facts and factors. 

“Letter of July 1, 1938, Foreign Relations, Japan, 1931-1941, vol. u, p. 201.
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The Department greatly appreciates your deep interest in the sub- 
ject and will welcome at all times expressions of your views in regard 
to any phases of this Government’s foreign policy. 

Sincerely yours, SUMNER WELLES 

894.51/652 

Memorandum of Conversation, by the Assistant Chief of the Division 
| of Far Eastern Affairs (Ballantine) 

[Wasuineton,| September 18, 1939. 
Participants: Mr. F. J. Hellman, Vice President, Wells Fargo Bank 

and Union Trust Company, San Francisco 
Mr. Hamilton 

Mr. Ballantine | 

Mr. Hellman stated that his company has been extending com- 
mercial credits to Japanese banks, principally the Bank of Chosen 

— and the First Bank, in connection with exports of California products 
to Japan, principally rayon pulp. He said that these credits are 
principally for periods of ninety days, but latterly a number of them 
have been for six months, and that they are secured by Japanese 
dollar bonds in the United States. Mr. Hellman explained that, so 
far as he knew, other American banks had discontinued granting such 
credits in 1931, following the Mukden incident, and that his bank was 
the only one that was continuing in this practice; that as a result of 
the policy of the bank it enjoyed considerable good will among the 
Japanese, and Californian exporters were enabled to do a volume 
of profitable business. Mr. Hellman inquired whether, as a conse- 
quence of our notification of desire to terminate the commercial 
treaty,* there was any reason why the bank should alter its policy 
in respect to these credits. 

Mr. Hellman was reminded, in reply, of the action taken by the 
Department of Commerce last year in advising American exporters, 
in view of the exchange control policies adopted by Japan which had 
resulted in freezing in Japan large amounts of funds due to American 
firms, to restrict transactions to those on a fully secured basis. He 
was told that, while there was no law or regulation which prohibited 
or restricted American banks in the matter of loans and credits to 
Japan, the Department had, when approached on this question by 
American businessmen, expressed the hope that American business 
would be guided by consideration of the effect upon American 
interests in general in the Far East of the granting of such credits, 
having in mind Japanese policies and actions, and looking at the 
question from a long-range point of view. Mr. Hellman was informed 

8 See pp. 558 ff. :
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that the Department had not undertaken to define the range within 

which short-term commercial credits might not be objectionable but 

that it was our understanding that the general tendency not only in 

this country but in certain other countries was to shorten the term 
of any such commercial credits. It was indicated to Mr. Hellman that 
this development was in line with the attitude which the Department 

hoped would be followed by American businessmen and bankers. It 
was also pointed out to Mr. Hellman that this question was entirely 
independent of the question of the forthcoming termination of the 
commercial treaty with Japan of 1911. Mr. Hellman was asked to 
regard this expression of views on the question of extending credits 
as confidential. | i 

711.94/1304 | | 

Memorandum by the Chief of the Division of Far EHastern Affairs 
) (Hamilton) to the Secretary of State 

| | [Wasuineron,] September 21, 1939. 

Mr. Secretary: It is my judgment that it would be wise for you 
to take a definitely discouraging attitude in regard to the suggestion 
offered to Mr. Aldrich ” by the Japanese Financial Commissioner that 
a senior vice president of a leading bank, an important railroad man 
and a steel man visit Japan as a sort of “mission of good will”. 

For over two years this Government has been making continuous 
representations to the Japanese Government in regard to the impair- 
ment by Japanese agencies of American rights and interests in China. 
In reply to some of these representations, the Japanese Government 
has given assurances to respect American rights and interests. The 
impairments have, however, steadily continued. The present situa- 
tion calls for action by the Japanese Government which would put 
an end to impairment of American rights and interests. It does not 
call for the making by this Government or by the American people of 

any “gesture” toward Japan. _ 
The Department has long been of the opinion that no useful purpose 

is served by the sending by Japan to this country of good will missions 
or envoys. Such missions are the subject of misinterpretation and 
serve to arouse undesirable speculation in many quarters. 

An American good will mission to Japan, such as that suggested by 
the Japanese Financial Commissioner, would likewise be the subject 
of misinterpretation and would occasion speculation and misunder- 

standing in many countries. The Japanese Government and people 
would undoubtedly utilize the sending of such a mission to endeavor 

2 Winthrop W. Aldrich, Chairman of the Board of Directors, Chase National 
Bank, New York.



UNDECLARED WAR — «647 

to persuade the Japanese people that the American people (and per- 
haps the Government) had decided to adopt a conciliatory attitude 
toward Japan; that American business and financial interests were 
in close and cordial contact with Japanese business and financial in- 
terests; and that there were prospects that American banks and busi- 
ness interests would extend credits to Japan. As you know, we have 
hoped that American business and financial interests would not during 
the present situation extend credits to Japan. | 

The sending of such a good will mission to Japan would undoubt- 
edly be utilized by the Japanese Government to make political capital 
in China and in other countries. Moreover, the sending of such a 
mission would serve to discourage the Chinese Government and people. , 

In other countries the sending of such a mission would also be 
likely to occasion undesirable speculation and unwarranted interpre- 

tations. 
In my opinion the sending of such a mission would serve no useful 

purpose and would be likely to serve purposes definitely disadvan- 

tageous to the policies of this Government and the interests of this 

country. 
M[axwewt.t| M. H[aminron] | 

711.94/1308 | 

Memorandum by the Adviser on Political Relations (Hornbeck) to 
the Secretary of State 

| | [WasHineton,] September 21, 1939. 

Mr. Secretary: There are here attached three memoranda: *® first, 

a memorandum reporting Mr. Aldrich’s statement of the question 
which he wishes to discuss with you, in which Mr. Aldrich reports 
that the Japanese Financial Commissioner has stated to him that there 
is a changed attitude on the part of the Japanese Government and the 
Commissioner suggests the sending of a “good will mission” composed 

of a banker, a railroad man, and a steel man, to Japan; second, a 
memorandum of comment, by Mr. Hamilton, on that proposal; and, 
third, a memorandum which the Navy Department has given me this 
morning stating that the Board of Directors of the Chase National 
Bank has received from the Japanese Financial Commissioner a plan 
whereby the Japanese would undertake to grant the Chase Bank 
prior rights in China in return for a financing by the Chase Bank of 
the transportation systems of Japan. 

I surmise that the matter referred to by Mr. Aldrich and the matter 
reported by the Navy Department are separate but integral parts of 
one and the same Japanese project. 

* First and third not printed ; second printed supra.
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In comment upon the statement attributed to the Japanese Finan- 
cial Commissioner that there is a changed attitude on the part of the 
Japanese Government, it is my opinion that there is a change neither of 
attitude nor of heart; the only change is a slightly perceptible change 
in strategy and tactics. | | 

I concur absolutely in the views expressed by Mr. Hamilton, with 
recommendation that you definitely discourage the project for a 
“mission of good will”. And, I would suggest that, if Mr. Aldrich 
says anything about the plan for a refinancing by the Chase Bank of 
the transportation systems of Japan, you pour ice water upon such 
a project.* 

STranteEy K. Hornpeck 

894.24/719 : | 

_ Statement Prepared by the Division of Controls 

There are no statutes now in existence authorizing the placing of 
restrictions on the export to any country of materials other than those 
technically defined as arms, ammunition, and implements of war. 
Before the export to any country of other manufactured products, or 
of raw materials, such as scrap iron, could be prohibited, new legisla- 

_ tion would be required. 
The Neutrality Act of May 1, 1937 ** prohibits the export of arms, 

ammunition, and implements of war to countries between or among 
| which the President has found a state of war to exist. Any embargo 

imposed under this Act must apply equally to all the belligerents. 
In determining not to make such a finding in regard to the situation 
in the Far East, the President has exercised the discretion vested in 
him by the Act, the primary purpose of which is to safeguard the 
interests of this country and those of its nationals. It is not possible 
under the Act to impose an embargo on exports to Japan alone as has 
frequently been suggested. Any embargo under the Neutrality Act 
must necessarily prohibit the export of arms, ammunition, and imple- 
ments of war not only to Japan but to China as well. It may be of 
interest to note in this connection that since July 1, 1937, the Depart- 
ment of State has issued licenses for the export of arms, ammunition, 
and implements of war to China in the value of $15,531,778.68 and to 
Japan in the value of $11,388,484.78. 

[Wasutneton,] October 9, 1939. 

* On September 25 the Secretary explained the situation to Mr. Aldrich by 
telephone. 

24 50 Stat. 121.
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894.24/759 

Memorandum by the Chief of the Division of Controls (Green) * 

It is considered that the national interest suggests that for the time 
being there should be no further delivery to interests of certain 
countries of plans, plants, manufacturing rights, or technical infor- 
mation required for the production of high quality aviation gasoline. 
Accordingly, the Department has requested E. B. Badger and Sons 

Company, the M. W. Kellogg Company, the Phillips Petroleum Com- 
pany, the Shell Oil Company, Incorporated, the Shell Union Oil Cor- 
poration, the Socony-Vacuum Oil Co., Incorporated, the Standard Oil 
Development Company, the Sun Oil Company, and the Universal Oil 
Products Company to withhold any further sale or delivery of any such 
plans, plants, manufacturing rights or technical information, or of 
related patents, processes, or engineering assistance to representatives 
of or for use in certain countries. 

In the event that the sale or delivery of such plans, plants, manu- 
facturing rights or technical information, or of related patents, 
processes, or engineering assistance to certain other countries is con- 
templated, it is understood that the Department will be informed. 

It is understood that, in case negotiations are broken off or the 
fulfillment of commitments is suspended, the request of the Depart- 
ment may be given as a reason for such action. 

Should any problems arise in connection with the carrying out of | 
this program, companies may communicate with the Division of 
Controls of the Department which will be glad to take up any such 
problems at once. : 

The Department recognizes that companies other than those repre- 
sented in the meeting held today will have an interest in this policy. 
It is understood that the representatives of the companies listed above 
will take it upon themselves to communicate with representatives of 
such companies. 

For the purpose of giving additional effectiveness to this policy, 
if necessary, it is considered desirable that manufacturers and ex- 
porters of such blending agents as tetra-ethyl lead, iso-octane, neo- 
hexane, and alkylates be requested to furnish the Department with 
data as to recent shipments or contemplated shipments of such blend- 
ing agents to certain countries * to the end that the Department may 
be informed as to whether large reserve stocks are being built up in 
that country. The Department is, therefore, with a view to deter- 
mining whether or not the sale for export of such blending agents 

“Copies transmitted on December 19 to the companies listed in the second 
paragraph. For the Department’s press release of December 20, see Foreign 
Relations, Japan, 1931-1941, vol. nm, p. 208. 

* Countries referred to were Japan and the Soviet Union.
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requires further discussion, requesting the companies listed below to 
furnish it currently with such information: 7 

| Atlantic Refining Company 
| Cities Service Export Company | | 

Ethyl Gasoline Corporation | 
| Gulf Refining Company : 

Pan American Refining Company 
Phillips Petroleum Company 
Shell Union Oil Corporation | 

| | Sinclair Refining Company 
Socony-Vacuum Oil Company, Inc. 
Standard Oil Company of California 

| Standard Oil Company of Indiana | 
Standard Oil Company of New Jersey | 
The Texas Company OO 
Tidewater Associated Oil Company 

| JosePH ©. GREEN 

793,94/15697 | . 

Memorandum Prepared in the Department of State* 

| [Wasuineton,| December 29, 1939. 

There exist at the present time several reasons why it seems to be . 
important to formulate without delay a program of possible future 
action in relation to the Far Eastern situation. 

At the forthcoming session of Congress there will undoubtedly be 
presented for consideration various legislative proposals relating 
to the Far Eastern situation. Senator Pittman has already publicly 
indicated that he would press for the adoption of the bill introduced 
by him during the last regular session of Congress ** under which 
the President would be authorized to prohibit the export to Japan 
of various commodities important to Japan in the carrying on of its 
hostilities in China. Other legislative proposals such as that pre- 
sented by Senator Schwellenbach at the last session of Congress and 

_ which envisages a broader embargo on exports from the United States 
to Japan than that contemplated in Senator Pittman’s bill are also 
likely to come up for consideration. It is believed that various definite 
disadvantages would attach to and flow from an enactment in the 
near future of embargo legislation. There are likewise strong objec- 
lions to the defeat of such bills should they be brought up for active 
consideration. The proponents of such measures could probably not 
be dissuaded from pressing for their enactment unless the administra- 

“Drafted by the Division of Far Eastern Affairs and the Adviser on Political 
Relations (Hornbeck) ; transmitted to the Secretary of State on January 3, 1940. 

*=S. J. Res. 123, introduced on April 27 by Senator Key Pittman, Chairman 
of re Seer Committee on Foreign Relations; Congressional Record, vol. 84,
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tion presents a clearly defined alternative course of action which 
would appear to be safer and to hold promise of achieving the same 
end, namely, the protecting of American rights and interests in the 
Far East, including the upholding of principles common to our foreign 
policy as a whole. 

The commercial treaty between Japan and the United States 
expires on January 26, 1940, thus freeing this Government to take 
various types of action against Japan which, if taken before then, 
would have raised questions of our treaty obligations. The Depart- 
ment will be subject to strong conflicting pressures, and in order to 
make the wisest use of the freedom of action resulting from termina- 
tion of the treaty, it would seem to be desirable for the Department 
to plan its steps in advance. 

The Chinese Government seems to be approaching a critical period 
in which substantial economic and financial assistance from abroad 
may be essential for maintenance of the Chinese currency and for con- 
tinuation of effective resistance on the part of the Chinese Government. 
Should the Chinese currency collapse, not only would it be difficult 
for the Chinese Government to continue organized resistance but the 
Japanese and the regimes which they sponsor in China would probably : 
establish new currencies and new trade and exchange controls which 
would threaten American trade and investments in China with virtual 
extinction. : 

There are given below some suggestions as to action which this 
Government might take (a) to assist China and (6) to exert economic 
pressure on Japan: | | 

J. Aw To CHINA 

1. Additional Export-Import Bank credits. 
2. Support for China’s currency. 
3. A Congressional appropriation for the relief of civilians in China. 
4, A direct loan to the National Government of China. 

Il. Tue Taxtne or Restricrive Measures Acarnst JAPAN BY 
Executive ACTION AND ON THE Basis or Existine Law 

1. Continuance (and possible strengthening) of present policy of 
discouraging extension of credits to Japan. 

2. Continuance (and possible extension) of existing moral embargo 
on export to Japan of airplanes, aeronautical equipment, material for 
the manufacture of airplanes, and technical processes for the manu- 
facture of aviation gasoline. 

3. Denial of trade agreement rates to Japan: “blacklisting”. 
(Note: Under the Trade Agreements Act * the President may deny the 
benefits of trade agreement rates to countries whose acts or policies ob- 
struct the expansion of American commerce. ) 

* Approved June 12, 1934; 48 Stat. 943.
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4. Imposition of additional duties on imports from Japan under 
Section 838 (e) of the Tariff Act of 1930. (Note: Under this Section 
the President may impose new or additional duties up to 50 percent ad 
valorem on the products of industries of a country when those indus- 
tries benefit, by discriminations maintained in third countries against 
American commerce.) | 

The suggestions listed above are not recommended as a “program” 
to be adopted én toto and to be carried in definite sequence to comple- 
tion. It is felt that in the present rapidly developing international 

| situation where there are involved interplay of many varying factors, 
the carrying out in orderly sequence of a predetermined program or 
schedule of action might not be appropriate to a particular moment. 
For example, the taking of restrictive measures against Japan at this 
time, while conversations are taking place in Tokyo between the Ameri- 

| can Ambassador and the Japanese Minister for Foreign Affairs in 
regard to an improvement in American-Japanese relations, might ad- 
versely affect those conversations. It is therefore believed that defini- 
tive choices of action should be made from time to time in the light of 

| all circumstances existing at a particular moment. However, it is sug- 
gested generally that at the present time the extension of aid to China 
appears to hold more of promise toward protecting the interests of this 
country in the Far East than does the adoption of economic measures 
against Japan. Moreover, the suggested measures to aid China re- 
quire preliminary discussion with other departments or agencies of 
the Government and with members of Congress. In the comments 
which follow there are therefore included several specific recom- 
mendations in regard to procedure which it is believed it would be 
advisable to carry out immediately. 

I. Ar to Curna * 

1. Additional Export-Import Bank credits. 

Although the Export-Import Bank does not have visible funds 
_ available for an extension of additional credit to China at the present 

time, it is understood that certain adjustments of the bank’s loans may 
be made in such a way as to free the bank from some of its existing ob- 
ligations and put it in position to assume others. Furthermore, it is 
expected that the bank may receive authority from the forthcoming 
session of Congress to increase the amount of its commitments. Asa 
matter of procedure, it is suggested that the Secretary of State com- 
municate with Mr. Jesse Jones,” informing him that this Department 
would favor the extension of further substantial credits to China. 

8 See also pp. 636 ff. 
*® Administrator of the Federal Loan Agency and member of the Executive 

Committee of the Export-Import Bank of Washington.
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2. Support for China’s currency. 

The Chinese Government has upon several occasions called attention 

to the fact that its currency reserves are dwindling and has emphasized 

the extreme importance which it attaches to the maintenance of the 

external and internal value of the Chinese currency. Dr. Arthur | 

Young, American Financial Adviser to the Chinese Government, who 

was recently in Washington, is convinced of the necessity of maintain- 

ing the value of China’s currency if China’s resistance is to be con- 

tinued. It is feared that during the coming months the Japanese will 

renew their offensive against the Chinese currency and that, given the 

present meagerness of China’s reserves, the currency may collapse and 

prices get out of hand, with consequences injurious not only to China 

but also to the United States. 

| The circulation of Chinese national currency at Shanghai and in 

the surrounding areas of Japanese-occupied central China is the main 

obstacle to the monopolization by Japan of the markets of those areas. 

The technique developed by Japan for the monopolization of the trade 

of large areas has become quite familiar through its use in Manchuria 

and north China. The first step is the military occupation of a given 

area. The second step is the establishment therein of a Japanese-con- 

trolled regime. The third step is the creation of a new currency. The 

fourth step is the driving out of existing currencies and the pegging 

of the new currency to the yen coupled with the imposition of ex- 

change and import and export controls which permit a comparatively 

free flow of funds and merchandise between the area concerned and 

Japan but which restrict and impede the flow of funds and merchan- 

dise between the area concerned and other foreign countries. In cen- 

tral China the Japanese have accomplished the first three of the above- 

enumerated steps but the continued circulation therein (with the as- 

sistance afforded by the independently policed International Settle- 

ment at Shanghai) of Chinese national currency has thus far pre- 

vented the accomplishment of the fourth and last step. The collapse 

of the Chinese national currency would remove the last main obstacle 

to that accomplishment. Such collapse would result in a lowering of 

Chinese morale and in disorganization which would tend to reduce 

the effectiveness of any assistance which the Government of the United 

States might desire, in the protection of its interests in the Far Kast, 

to extend to the Chinese Government. 

Under existing legislation the Secretary of the Treasury is empow- 

ered to engage in currency stabilization operations, and there exists a 

stabilization fund of approximately two billion dollars which remains 

at this moment practically idle. However, the Secretary of the Treas- 

ury gave during the last session of Congress an oral commitment to 

© See also pp. 348 ff., passim.
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the Senate Committee on Finance and Banking that he would not 
purchase foreign currency without collateral. It is understood that , 

| the Secretary of the Treasury now feels that he cannot engage in such 
operations without Congressional authority. A joint resolution by 
Congress authorizing the Secretary of the Treasury to buy Chinese 
currency without collateral up to a maximum stated amount, perhaps 

; a8 much as fifty million dollars, would probably make it possible to 
furnish the support which the Chinese currency needs. 

_ Asa matter of procedure it is suggested that the Secretary of State 
| inform the Secretary of the Treasury either by letter or orally of his 

interest in the matter of extending support to the Chinese currency, 
| that he say to the Secretary of the Treasury that it is the desire of this 

Department to support a legislative act giving the Secretary of the 
Treasury the authority needed to extend aid to China’s currency, and 
that he ask the Secretary of the Treasury’s advice in regard to the 
whole matter and particularly in regard to the type of legislation 
which might under the circumstances be most desirable and practi- 
cable toward accomplishing the end desired. 

3. A Congressional appropriation for the relief of civilians in China. 
| On a number of occasions the Congress of the United States has 

made appropriations for the relief of civilians in foreign countries. 
There are listed below seven such acts of Congress: | 

1, An Act for the relief of the citizens of Venezuela, May 8, 1812, 
appropriated $50,000. | | 

2. An Act for the relief of citizens of the French West Indies, May 
18, 1902,” appropriated $200,000. _ OO 

3. An Act for the relief of citizens of Italy, January 5, 1909,“ 
appropriated $800,000. | CS 

4. An Act providing for the relief of such populations in Europe, 
and countries contiguous thereto, outside of Germany, German- 
Austria, Hungary, Bulgaria, and Turkey, as may be determined upon 
by the President as necessary, February 25, 1919,“ appropriated 
$100,000,000. 

5. An Act for the relief of the distressed and starving people of 
Russia, December 22, 1921, appropriated $20,000,000. 

6. An Act to authorize the President to transfer certain medical 
supplies for the relief of the distressed and famine stricken people of 
Russia, January 20, 1922,° appropriated $4,000,000. 

@ An Act for the relief of sufferers from earthquake in J apan, 
February 24, 1925," appropriated $6,017,069.03. 

“2 Stat. 730. 
32 Stat. 198. 
“35 Stat. 584. 
“40 Stat. 1161. 
42 Stat. 351. 
“49 Stat. 357. | 
“43 Stat. 963. |
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A bill (H. R. 9150) looking toward the appropriation of five million 
dollars for the relief of the civilian population of China was intro- 
duced into the last session of Congress by Representative Culkin of 
New York.* 

It is suggested that the Department lend its support to the passage 
through Congress of a bill appropriating a substantial sum of money 
for relief of civilians in China. As a matter of procedure it is sug- 
gested that the Secretary of State authorize initiation of immediate 
conversations with the American Red Cross in regard to the amount 
needed for relief in China, administration of relief in China, and the 
wording of a bill providing for such relief. | 

4, Direct loan to the National Government of China. 

There seems to be an increasing public sentiment in favor of a loan, 
through Congressional action, by the Government of the United States 
to Finland. This raises the question whether a direct loan to China 
might be authorized by Congress. Both China and Finland are vic- 
tims of military aggression and neither country has been classified | 
as a defaulting nation under the terms of the Johnson Act.” 

Il. Tae Taxtne or Restrictive Measures AGAINST JAPAN BY 
Executive ACTION AND ON THE Basis or Existine Law : 

| 1. Continuance (and possible strengthening) of present policy of 
discouraging extension of credits to Japan. 

For some time the Department and the Government as a whole have 
been informally discouraging the extension of credits to Japan. It 
is believed that this policy has been in general successful in accom- 
plishing the end desired and that it should be continued and, if need 
be, strengthened by public announcement. 

2. Continuance (and possible extension) of existing moral embargo 
on export to Japan of airplanes, aeronautical equipment, material 
for the manufacture of airplanes, and technical processes for the 
manufacture of aviation gasoline. 

The moral embargo which has been placed on the export to Japan 
of airplanes and aeronautical equipment and technical processes for 
the manufacture of aviation gasoline is believed to have the hearty 
support of the American people. While it is realized that the placing 
of embargoes on moral grounds (without basis in law) is open to 
certain objections, especially if the basis for the placing of the em- 
bargo should be on other than generally accepted humanitarian 
principles, it is suggested that consideration might be given, should | 
circumstances seem to make such action advisable, to extending the 

* Congressional Record, vol. 83, pt. 1, p. 1093. 
* Approved April 13, 1934; 48 Stat. 574.
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existing moral embargo on certain exports to Japan to include other 
commodities, such as petroleum, scrap iron and steel, et cetera. 

3. Denial of trade agreement rates to Japan: “blacklisting”. 

The Trade Agreements Act provides that the President may suspend 
the application of the duties reduced in trade agreements to the 
products of any country because of discrimination by such country 
against American commerce or because of other acts or policies 
which in his opinion tend to defeat the purposes set forth in the Act. 
The question whether the acts and policies of Japan in China have 
been such as to defeat the purpose of the Trade Agreements Act, 
namely, the expansion of foreign markets for the products of the 
United States, has been studied carefully in the Department and it 
is believed that, were it deemed desirable to do so, Japan might 
lawfully and with warrant be put on the “blacklist”. 

| 4, Imposition of additional duties on imports from Japan under 
| Section 338 (e) of the Tariff Act of 1930. 

Under Section 338 (e) of the Tariff Act of 1930 the President is 
empowered to impose new or additional duties up to fifty percent 
ad valorem on the products of industries in a country which benefit by 
discriminations maintained in a third country against American 
commerce. The question whether the discriminations maintained 
in China and Manchuria are such as to justify action under Section 
338 (e) has been the subject of extensive study in the Department and 
the conclusion has been reached, and is concurred in by the General 
Counsel of the Tariff Commission and by the Department of Justice, 
that discrimination is occurring within the meaning of Section 338 (e) 
and that action against Japanese commerce may be taken under that 
Section. The industries in Japan which benefit from the discrimina- 

: tions for which the Japanese Government is responsible in China, 
including Manchuria, are so numerous that this form of retaliatory 
action may be applied, should this Government so desire, to practically 
all of Japan’s exports to the United States. | | 

ConsIpERATIONS ConTRA AN ENACTMENT or Eparco LEcIsLaTION 

It is believed that, as between enactment of legislation authorizing 
the executive to place embargoes upon export trade to Japan and 
procedure in accordance with the suggestions made above, the former 
would create more difficulties for the administration than would the 
Jatter and, if embargoes were applied, would create greater risk of 
provoking Japanese authorities to acts inimical to maintenance of 
peaceful relations between Japan and this country. It is believed 
that action on the part of this Government the effect of which would 
be to strengthen China would give less ground for and be less likely
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to arouse hostility on the part of the Japanese, which might easily 
be given expression in acts of retaliation and reprisal, than would 
measures the direct effects of which would be to weaken Japan. The 
Chinese Government has been and presumably will be maintaining a 
substantial organized resistance to the Japanese invasion. It is to 
the interest of the United States that China survive as an independent 
and sovereign country. It would seem to be a sound strategy for this 
country to take action calculated to contribute toward survival of the 
Chinese Government and of China’s sovereignty. The first four sug- 
gestions made above envisage and involve support of the Chinese 
Government and of China’s efforts at self-defense. The last four of 
the items envisage and involve action against Japan, but action of a 
type which can be based on executive decision under the authority of 
legislation which already exists and which has been in effect for many 
years: they fall within the framework of our established commercial 
policy and require neither new legislation nor new machinery for 
execution. By procedure along that line, the political aspects of our 
action in exertion of pressure could be minimized and dangerously 
great provocation of Japan, to the extent of causing the Japanese 
Government to take retaliatory action, might be avoided. The concept 
of embargo legislation has become associated with the idea of economic 
sanctions; further it is associated with popular emotion and with 
national antagonisms: enactment of embargo legislation would tend 
to feature a quality of hostility in this country’s attitude toward 
Japan and cause the Japanese to regard this country as a political 
enemy, whether or not the President proceeded to make use of the 
authority granted him in such legislation. Japanese resentment might 
easily express itself in acts on the part of Japanese authorities which 
would in turn push this country toward the placing of or the increas- 
ing of embargoes, and the conflict in the relations between Japan and 
this country would become increasingly acute. Pressure groups in 
this country would become increasingly vociferous in their demands 
upon the President and the Department of State. The question of 
this country’s Far Eastern policy might then, and readily, become a 
football of “politics”. 

894.24/763 : Telegram 

The Ambassador in Japan (Grew) to the Secretary of State 

Toxyo, December 30, 1989—noon. 
[Received December 30—9:10 a. m.] 

717. 1. The Foreign Office informed me yesterday evening that it 
was instructing the Japanese Ambassador at Washington to protest to 
the Department against the “moral embargo” laid down in the Depart- 

278040—55 36
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7 ment’s reported statement of December 20 © on the shipment to Japan 
of aluminum, molybdenum, gasoline ™ and patented processes for the 
manufacture thereof, on the ground that such embargo infringes the 
Treaty of Commerce and Navigation. The Foreign Office asked at the 
same time whether I could see my way clear to recommending that 
such embargo be withdrawn as it is certain to affect adversely the 
current conversations looking toward improvement of American- 
Japanese relations. | : | | 

2. The Foreign Office explained that no official Japanese cognizance 
had been taken of the Department’s previous action in respect of air- 
planes and munitions which was put on humanitarian grounds, as 
protest on the basis of treaty provisions would have seemed “too legal- 
istic”. The recent American action, however, is stated to be based on 
military requirements, and if no objection were entered by Japan the 
list of interdicted commodities might well be extended indefinitely by 
further moral embargoes. Further, Japanese firms had made pay- 
ments in the United States against contracts for the supply of em- 
bargoed goods and nonfulfillment of contracts would cause “much 
inconvenience.” : , . 

3. Reply was made to the Foreign Office that presumably the De- 
partment’s action was taken after careful consideration of all involved 
factors and that I could not make the recommendation requested. 

4, It is my opinion, however, that the Japanese Government’s rep- 
resentations, when made public here, might well cause an unfavorable 
popular reaction in Japan and thus render even more problematical 
the chances of achieving constructive results through the present 
conversations. | 

Grew 

NOTICE OF TERMINATION OF THE 1911 TREATY OF COMMERCE AND 
| NAVIGATION BETWEEN THE UNITED STATES AND JAPAN; DIS- 

CUSSION REGARDING POSSIBILITY OF A NEW AGREEMENT * 

711.942/235 

The Secretary of State to the Japanese Ambassador (Horinouchi) 

WasHincTon, July 26, 1939. 

EXcELLENCY: During recent years the Government of the United 
States has been examining the treaties of commerce and navigation 
in force between the United States and foreign countries with a view 

* See press release issued by the Department of State, December 15, Foreign 
Relations, Japan, 1931-1941, vol. 11, p. 202. 

* Gasoline was not included; the Department so informed the Embassy in 
Japan in telegram No. 4, January 8, 1940, 7 p. m. 

“For additional correspondence regarding the abrogation of the treaty of 
1911, see Foreign Relations, Japan, 1931-1941, vol. m1, pp. 189 ff.
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to determining what changes may need to be made toward better serv- 
ing the purposes for which such treaties are concluded. In the course 
of this survey, the Government of the United States has come to the 
conclusion that the Treaty of Commerce and Navigation between the 
United States and Japan which was signed at Washington on February 
21, 1911, contains provisions which need new consideration. Toward 
preparing the way for such consideration and with a view to better 
safeguarding and promoting American interests as new developments 
may require, the Government of the United States, acting in accord- 
ance with the procedure prescribed in Article XVII of the treaty under 
reference, gives notice hereby of its desire that this treaty be ter- 
minated, and, having thus given notice, will expect the treaty, together 
with its accompanying protocol, to expire six months from this date. 

Accept [etc. | CorbDELL Hun 

711.942/235 

Memorandum by the Assistant Secretary of State (Sayre) of a Con- 
versation With the Counselor of the Japanese Embassy (Suma) 

| | [Wasuineton,] July 26, 1939. 7 

Mr. Suma came in at 4:30 this afternoon at my request. After 
speaking to him about the renewal of the Gentlemen’s Agreement 
concerning the importation of Japanese cotton piece goods into the 
Philippines ® and his saying that the Japanese Government had issued 
almost word for word the same notice covering this renewal as we had 
issued, I turned to the subject for which I had asked him to see me, 
i. e., the denunciation of the Japanese Treaty. I handed to Mr. Suma 
a note, a copy of which is attached hereto.*® Mr. Suma read it care- 
fully but betrayed no emotion of any kind. He asked me whether this 
was the result of the resolution introduced into the Senate Committee 

- on Foreign Relations by Senator Vandenberg.” I replied that the 
State Department had had the matter under consideration for some 
time and that the initiative in the matter was not the result of the 
Senate resolution. I went on to say, however, that the State Depart- 
ment naturally gives the most serious consideration to the views of 
the Senate and that the introduction of the resolution into the Senate 

® Foreign Relations, 1911, p. 315. 
 Tbhid., p. 319. 
5 See vol. 1v, pp. 462 ff. 
© Supra. 
* Arthur H. Vandenberg, Republican, of Michigan, member of the Senate 

Committee on Foreign Relations, introduced S. Res. 166 on July 18, Congressional 
Record, vol. 84, pt. 9, p. 9341. See also letter from the Secretary of State on 
July 21 to Senator Key Pittman, Chairman of the Committee, Department of 
State Bulletin, July 22, 1939, p. 61.
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Committee did have an effect so far as concerns the timing of this 
action. | 

I said to Mr. Suma that we proposed to issue a copy of this notice 
to the press at 10: 00 o’clock this evening and asked him whether that 
would give sufficient time to allow the Japanese Foreign Office at 

| Tokyo to receive the cable. I said that naturally we did not want to 
let the press know about this until after our note has been received by 
the Japanese Foreign Office. Mr. Suma replied that if we held up 
the notice until 10:00 o’clock that would be sufficient time. I cau- . 
tioned Mr. Suma against saying anything himself about this since, 
if word got out through him, his Government might learn of it through 
the press instead of through our note. He agreed to say nothing 
about it to reporters. 

The interview was friendly throughout. 
F. B. Sayre 

711.942/177 : Telegram 

The Chargé in Japan (Dooman) to the Secretary of State 

Toxyo, July 27, 1939—3 p. m. 
[Received July 27—6 a. m.] | 

365. Department’s 219, July 26, 6 p. m.* 
1. I was called to the Foreign Office this morning and was asked by 

Yoshizawa ® whether I could throw any light on the reasons for the 
giving of notice by the American Government of termination of the 
treaty of commerce and navigation. I replied that I had been in- 
formed only of the action taken yesterday by the Department and 
that the text of the note delivered to the Japanese Embassy had been 
telegraphed to us. I assumed from the fact that the note had been 
delivered to the Counselor of the Japanese Embassy by Mr. Sayre 
that the considerations out of which this action arose were primarily 
those affecting American economic policies. I suggested that these 
considerations might possibly be: (a) the inadequacy of existing 
treaty provisions towards safeguarding American commercial in- 
terests in Japan under conditions of Japanese trade control; and (6) 
need for providing domestic textile manufacturers with protection 
against foreign competition equivalent to the subsidy which might be 
granted on exports of raw cotton. Yoshizawa then suggested as a 
possible explanation that our Government anticipating passage of the 
Vandenberg resolution had taken action at this time in order to 

® Not printed; it informed the Embassy in Japan of the notice of intention 
to terminate the treaty of 1911 (711.942/177a). Text of the notice was com- 
municated to the Embassy in a separate telegram. 
eign Once Yoshizawa, Director of the American Affairs Bureau, Japanese For-
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indicate that termination of the treaty was moved by considerations 
other than the delicate one of removing legal objection to the laying 
down of export embargoes against Japan. I declined to comment. 

2. The Foreign Office will I understand give out to the press this 
afternoon something by way of comment.” : 

Dooman 

711.942/177 : Telegram | 

The Secretary of State to the Chargé in Japan (Dooman) 

WasHineTon, July 27, 1939—6 p. m. 

223. At my press conference today I stated in reply to a question 
by a correspondent as to what will be the next step as to the formula- 
tion of a new treaty that “Of course, you will observe the implications 
from the express provisions of the note in this respect”. In reply 
to a request for further details I stated: “They would be determined 
according to developments during the next 6 months on phases of 
that question.” I added that “During the next 1, 2, 4, and 6 months 
we will be able to work this out as developments occur, perhaps more 
satisfactorily than it can be taken up at the present moment.” A 
correspondent observed that there is present in this situation the im- 
plication that perhaps some political issues in the Far East are in- 
volved in the cancellation of this treaty and asked whether there must : 
be settled certain outstanding political differences or an agreement . 
reached as a prerequisite to a new treaty. I stated “I would like to oo 
say as I said in the beginning and I repeat that for the present this | 
notice, which is couched in well-understood, well-established terms so 
far as the meaning is concerned, should best be allowed to speak for 
itself.” | 

In reply to a question in regard to your call at the Foreign Office, 
I said that “I got the impression that there was nothing tangible that 
came out of the call itself” and that we had received no tangible re- 
action at this stage from the Japanese. To a question as to whether 
I had discussed with the Secretary of the Treasury * the situation 
in regard to a reported announcement by the Secretary of the Treasury 
that he was going to review all the use of Japanese imports of gold 
and silver and other imports into this country, presumably in the 
light of this notification, I replied that I had not gone into those 
matters with him. 

Hou 

© See telegram No. 366, July 28, 11 a. m., from the Chargé in Japan, Foreign 
Relations, Japan, 1931-1941, vol. 11, p. 189. 

“ Henry Morgenthau, Jr.
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711.942/196 ;: Telegram | | 

The Ambassador in China (Johnson) to the Secretary of State 

_ CxuncEING, July 31, 1939—10 p. m. [a. m.] 
[Received July 831—8: 22 a. m.] 

478. I visited the Generalissimo ® yesterday afternoon at his request. 
Following the usual amenities he launched into a discussion of the 
abrogation of the American Treaty with Japan, terming it a “great 
and illustrious” action on the part of the President and the Secretary 
of State. Continuing on this theme he stated that the American ac- 
tion had come at a most opportune time, following as it did the adop- 

| tion of the Anglo-Japanese formula at Tokyo® and that it had 
relieved an exceedingly critical and dangerous situation insofar as 
China was concerned. He said that the Chinese people were not un- 

| mindful of this most important and decisive step on the part of the 
United States and expressed the wish that I convey to the President 
and the Secretary of State the deep appreciation of himself and the 
people of China. I said I would do so. He then urged that the 
United States should be prepared to cope with future developments 
the nature of which he did not specify but which he declared might be 
forthcoming at any time. | 

General Chiang then reverted to the Anglo-Japanese negotiation at 
Tokyo, saying that he is apprehensive as to the outcome of these con- 
versations and observing that China could place little or no dependence 
on British policy which he said needed stimulus and support from the 
United States. In this connection he inquired concerning my views 
of the future course of the Tokyo conversations. I replied that I could 
not venture a prediction on so difficult a problem. 

The Generalissimo then referred to the Anglo-Soviet negotiations 
for a mutual defense understanding in Europe,“ stressed the impor- 
tance of their successful conclusion as a stabilizing influence in the 
direction of world peace, and requested that I transmit as from him to 
the President and the Secretary of State an expression of his hope that 
they urge upon the British Government the importance and desir- 
ability of speedily concluding such agreement. I replied that I would 
comply with his request. 

It is obvious from the Generalissimo’s conversation that the Ameri- 
can action in denouncing the Japanese treaty had relieved an exceed- 
ingly serious situation brought about by the Anglo-Japanese con- 
versations, that he is extremely skeptical as to British plan, and that 
he relies much on the hope that the United States will stiffen British 

* Chiang Kai-shek. 
“ For the Arita-Craigie formula, see telegram No. 348, July 21, 6 p. m., from the 

Chargé in Japan, vol. Iv, p. 224. 

“See vol. 1, section entitled “Anglo-French-Soviet Negotiations ... ”
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policy. The Generalissimo appeared to be in good health and spirits, 
and, in reply to a question, stated that the military situation is 
satisfactory. | 

Repeated to Peiping. Peiping please air mail code text to Tokyo. 
| , J OHNSON 

711.942/195 : Telegram | | 

The Ambassador in China (Johnson) to the Secretary of State 

CuunexKinG, July 31, 1939—11 a. m. 
[Received July 31—7 a. m.] 

479. Under date July 29 the Minister for Foreign Affairs ® issued 
the following statement concerning denunciation of the treaty of 1911: 

_ “America has always been known for her sense of justice and China 
always has unswerving faith in the American people. 

Secretary of State Hull has given Japan 6 months’ notice for the 
termination of America’s treaty of amity and commerce of 1911 with 
Japan, because it contains provisions ‘which need new considerations’. 
In coming to this decision the American Government has, I am sure, 
taken into full consideration the great ‘disorder in East Asia’, from 
a, political as well as commercial point of view, which has been brought 
about by the Japanese militarists. 

The Chinese people welcome the announcement of the termination 
of this treaty as an indication of the desire of the United States to 
maintain its position and prestige in the Pacific region. May this 

| prestige [presage?| a more definite and positive attitude on the part 
of the United States Government to do what is in its power to stop 
international lawlessness and restore peace, confidence and good will 
among nations. oo 

America is in a position to exert a decisive influence on peace in 
this and other parts of the world without resorting to war. The 
strength, the prestige, and the public opinion of the great Republic 
on the other side of the Pacific, if unequivocally manifested by an 
overt act, is sufficient to turn the scale in favor of international justice, 
law and order.” 

Repeated to Peiping. 
J OHNSON 

711.942/202a : Telegram 

The Secretary of State to the Chargé in Japan (Dooman) 

WaAsHINGTON, July 31, 1939—6 p. m. 

931. 1. The Japanese Ambassador called this morning at his re- 
quest. He referred to my note of July 26, in regard to the Treaty 
of Commerce and Navigation between the United States and Japan, 
and said that he had called under instruction to ask certain questions. 

* Wang Chung-hui. oe
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He inquired what this Government had in mind in regard to nego- 
tiating a new treaty. I replied that I did not believe that I could add 
anything to what I had said in reply to inquiries made by correspond- 
ents; that, as I had indicated to the correspondents, this Government’s 
note is couched in well-understood and well-established terms; that 
the note might best be allowed to-speak for itself; and that the entire 
question pertaining to a new agreement depended upon developments 
hereafter. The Ambassador then inquired what this Government 
had in mind in its use of the words “with a view to better safeguarding 
and promoting American interests”. I replied that my comments in 
regard to the first question which he had asked applied also to this 

| question. The Ambassador thereupon inquired as to what was meant 
by the terms “American interests” and “new developments”. I again 
referred him to what I had previously said. I added that as Mr. 
Sayre had informed Mr. Suma the question of giving notice had been 

| under consideration for some time. As the Ambassador was leaving, 
I said that, if and when developments might place me in a position 
to make further comments, I should of course be glad to do so and I 
said that I assumed the Ambassador for his part might in the light 
of developments be in position to offer comment tome. 

2. At the press conference today, when asked about the call of the 
| Japanese Ambassador, I replied that there had been a brief inter- 

change in a general way touching upon the commercial treaty situa- 
tion but that no details were gone into, no new subject matter was 
introduced, and no decisions were made. 

| HULi 

711.942/252 a 

The Chargé in Japan (Dooman) to the Secretary of State 

No. 4076 Toxyo, August 4, 1939. 
[Received August 22. | 

Sir: In my telegram No. 368 of July 28, 1939, 1:00 p. m.,* I had 
the honor to report to the Department a summary of Japanese press 
reaction to the American Government’s notice of the termination of 
the Treaty of Commerce with Japan. There have been many articles 
in the vernacular press since that time but these articles have not 
departed from the general trend indicated in my telegram under 
reference. 

The notice of termination came at a time when relations between 
the United States and Japan were, in the minds of the Japanese people 
at least, on a tolerably friendly basis. There remained fresh in their 
memory the courtesy extended by the American Government in the 

* Not printed.
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return of the former Ambassador Saito’s ashes.*? Some papers such 
as the Nichi Nichi and the Miyako were quite frank in characterizing 
the act as an unfriendly one and in suggesting that the United States 
was either attempting to step into the position of the protector of 
Chiang Kai Shek or to assist Great Britain in her resistance to Japan. 
The press in general, however, emphasized the long period of friendly 
relations between Japan and the United States and pointed out that 
hitherto the United States had maintained a neutral position during 
the present hostilities in the Far East. While it would be folly to 
suggest that the Japanese press is not capable of instigating an anti- 
American movement as severe as the one recently prosecuted against 
Great Britain, it is significant to note that the position taken at the 
present is one of watchful waiting with all papers stating that Japan 
may now negotiate a new treaty and some, such as the Asahi, stating 
that this situation affords an opportunity by which Japan may press 
for recognition by the United States of the new situation in East Asia 
and otherwise revise the basis of relations between the two countries. 

Perhaps the predominant note sounded in press comment is that 
notice of termination was issued without the giving of any prior 
intimation, such as is normally given when economic considerations 
require the revision of commercial treaties, and that therefore, the 
inference is warranted that the motivating causes in the action of 
the United States were primarily political in character. 

It was reported that Mr. Arita ® on August 1, stated to the Cabinet 
that the “American move was largely political, first in order to settle 
the question of its rights and interests in China, and second as a gesture 
in connection with the coming elections this fall.” He said that the 
attitude of the Japanese Government would be one of calmly waiting 
future developments. 

There are enclosed copies of English translations of typical edi- 
torials appearing in the vernacular press.” 

It has been stressed for a considerable period of time by the Embassy 
that the attitude taken by the American Government since the begin- 
ning of the conflict in China has produced in the Japanese Government 
and in the Japanese people a sense of respect and good will toward 
the United States. The sincerity of such respect and good will has 
been generally questioned and the impression has widely prevailed that 
the apparently more favorable attitude shown by the Japanese toward 
the United States than the attitude which they have shown toward 
Great Britain is artificial and is intended to discourage concerting of 
policies and actions by the United States and Great Britain. It has 
also been suggested that if there is any sincerity in Japanese ex- 

** See vol. Iv, pp. 455 ff. 
* Hachiro Arita, Japanese Minister for Foreign Affairs. 
® None printed.
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pressions of good will toward the United States, that sincerity is due 

to the fact that the Japanese Government has prevented its people 

from knowing that the American Government has consistently pro- 

tested against Japanese actions in China and has withheld knowledge 

| from the Japanese people of the intensity of the feeling in the United 

States against Japan. It is true that the Japanese people are not 

being told of the adverse effects on foreign rights of various economic 

and fiscal measures taken by them in China, and it is also true that the 

Japanese people have no conception whatever of the extent to which 

American properties in China have been bombed. In my view, how- 

ever, the difference between the attitude of the Japanese toward the 

United States and their attitude toward Great Britain is primarily 

due to the fact that the United States has consistently taken in relation 

to the Japanese Government a position which operated to emphasize 

that responsibility for safeguarding American rights and interests in | 

China devolves solely upon the United States and that decision when 

and by what measures those rights and interests are to be safeguarded. 

was one which would be taken by the United States. Great Britain 

has, on the other hand, only too clearly shown that she relies in the 

| ‘main on a victory by China for the preservation of her rights and 

interests in China. oe 
I expressed the foregoing views in a conversation which I had with 

the British Ambassador about two months ago. Sir Robert Craigie 

took strong exception to my analysis. He warmly denied that there 

had been any substantial difference in the attitude of his Government 

and that of the American Government, and he expressed belief that 

the apparent difference in the feelings of the Japanese was due to a 

desire to drive a wedge between the United States and Great Britain. 

Ina conversation which I had with him on August 2, Sir Robert on his 

own initiative recalled our previous conversation on this subject and 

said that he had come around entirely to my point of view. His assent 

to my analysis as above described is important, but it is not so impor- 

tant as the fact that a number of Japanese, especially since the begin- 

ning of the Tientsin incident, have explained their attitude toward the 

United States in substantially similar terms. 
The reaction in this country to the notice of termination of the com- 

mercial treaty has not been manifested in a violent form, and this is 

due, in my opinion, to the fact that the course which the American 

| Government has followed during the past two years has prepared the 

Japanese people to expect that the United States might some day and 

in some manner proceed toward actively protecting its rights and in- 

terests in China. The position here today is that in serving notice of 

the termination of the treaty of commerce the United States is 

thought to have also served notice that it has now taken a decision to
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follow a positive course; but there is complete uncertainty as to the 
manner in which that positive attitude is to be actively expressed. 
Every effort is being made by scrutinizing each new act and statement 
of the United States to define the compass of those issues over which 
the United States is prepared to take positive action and, conversely, 
to define the field within which Japanese policy can be pursued with- 
out coming into conflict with American policy. | 
Although the American action was very definitely a shock to Japan, 

opinion among intelligent Japanese is steadily tending toward a con- 
sensus that the potentialities of the future in relations between the 
United States and Japan need not be so alarming as they appeared 
inevitably to be a few days ago. The thought is beginning to crys- 
tallize that the principal consideration in the action of the United 
States in terminating the treaty of commerce with Japan was to place | 
itself in as free a posture as possible to deal with the threatening situ- 
ation in Europe. It is being pointed out that the feeling prevails in 
the United States that war in Europe will occur toward the end of this 
year, and that, if the war should occur, American public opinion will 
demand and thus make feasible a revision by the Congress of the 
neutrality act ® so as to permit of the shipment of arms and munitions 
to Great Britain and France; and that when the act shall have been 
revised the termination of the treaty of commerce with Japan will 
permit of the rendering of assistance to the democratic states in Eu- 
rope without, at the same time, helping Japan to prosecute her aims 
in China. | 

In the state of uncertainty which exists as to definition of Amer- 
ican attitude, a number of speculative explanations are being thrown 
out with regard to the reasons for the American Government’s taking 
the drastic action of last week, and there is much speculation over the 
possibility of some binding orientation of Japanese foreign policy on 
the Rome-Berlin axis.“ I have not considered that anything useful 
would be served by telegraphing the character of these conjectures. 
It might be useful, however, to take note in this despatch of some of 
these conjectures with the thought that clarification of some of them 
will have become available by the time the despatch reaches the 
Department. 

Perhaps the most interesting thought expressed by the press in 
commenting on the action of the United States is the suggestion of 
the Asahi that the American Government has furnished an oppor- 
tunity for a revision of American-Japanese relations in the light of 
altered conditions. It is obvious that this refers to obtaming Ameri- 
can recognition of the “New Order in Asia”, but I would suggest that 

* Approved August 31, 1985; 49 Stat. 1081; as amended February 29, 1986, and 
May 1, 1937, 49 Stat. 1152 and 50 Stat. 121. 

7 See pp. 1 ff. | | a
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to the editorial writer and to most of his readers the thought has 

occurred that negotiations looking toward the conclusion of a new 

treaty of commerce would afford an opportunity to reopen the so- 

called Japanese exclusion issue. The abrogation by the British 
Government of the Anglo-Japanese alliance * has received conspic- 
uous attention in Japan during the entire period of the present con- 
flict with China and especially since the situation at Tientsin came 
to a head; and it would be idle to assume that the Japanese have not 
as assiduously nursed their feelings over the immigration issue as 
they have their grievance against the British over the abrogation 
of the alliance. | | 

There is again much talk of the Cabinet reconsidering an alliance 
with Germany and Italy. I reported in a confidential despatch some 
weeks ago “ that in certain influential quarters there is no great con- 
fidence that such an alliance would afford Japan security, and that 
the hope was being cherished of finding some way by which Japan 
could restore good relations with the United States and other demo- 
cratic nations. It is quite idle to speculate upon the character of the 
decision, if any, which might be taken by the Cabinet. Undoubtedly 
there will be taken into account a number of considerations outside 
the field of my observation, such as possible repercussions of the pro- 
posed military agreement between Great Britain, France and the 
Soviet Union. In any event, I do not expect any further decision 
in this regard so long as the future trend in relations with the United 

States is not clarified. 
Respectfully yours, Eucent H. DoomMan 

711.942 /232 

Senator Arthur H. Vandenberg to the Secretary of State 

[WasHineton,| August 7, 1939. 

My Dear Mr. Secretary: I do not need to tell you that I have a 
particularly intimate interest in developments that follow your notice 
to Japan—regarding the abrogation of the Treaty of 1911—following 
as it did a resolution to this effect which I presented in the Senate. 
You are of course in no sense obligated to observe the text of my 
Senate resolution which preceded your action. But I take the liberty 

”@ For the Immigration Act, approved May 26, 1924, see 43 Stat. 153; section 13 
(c) is the so-called “exclusion clause”. For correspondence with Japan, see 
Foreign Relations, 1924, vol. 11, pp. 333 ff. 

“For the treaty of alliance signed at London, January 30, 1902, see ibid., 
1902, p. 514; for its revision on August 12, 1905, see ibid., 1905, p. 488; for second 
revision for period of 10 years on July 18, 1911, see British and Foreign State 
Papers, vol. civ, p. 178. Termination was provided for by article IV of the Four 
Power Pact signed at Washington, December 138, 1921, Foreign Relations, 1922, 
vol. 1, pp. 33, 35. 

% For extracts of despatch No. 3936, June 7, see p. 43.
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of pointing out that the resolution asserted the desirability of this 
abrogation for the purpose of enacting a new treaty with Japan in the 
light of 1939 realities. 

_ I want to take the liberty of making it plain that my own theory 
of abrogation is definitely predicated upon earnest efforts to agree 
upon a new engagement. I do not need to tell you that I would not 
be interested in a mere arbitrary prelude to a subsequent one-sided 
embargo. If such an embargo ultimately becomes indispensable to 
the adequate protection of legitimate American interests and rights 
in the Far East, and if the American people are ever deliberately 

_ and consciously ready to take what might thus be the first step toward 
war itself, we can meet that situation when the issue is unavoidably 
precipitated. I am writing this letter simply to state my own con- 
viction that any such sinister step is not “unavoidably necessary” 
unless and until we have exhausted every pacific recourse. Therefore, 
it is my prayerful hope that our own government may promptly indi- 
cate to the government of Japan that we are prepared and anxious to 
negotiate a new treaty of commerce and amity between the United 
States and Japan for the purpose of resolving—if possible—any con- 
troversy between us affecting American interests. It seems to me that 
Japan’s response to a good faith effort of this character on the part 
of the United States will authentically determine whether Japan is 
prepared to deal justly with us in the perpetuation of mutually 
friendly and helpful relationships. Holding this view, I shall greatly 
appreciate it if I may be kept advised from time to time regarding any 
developments along these lines which I may appropriately be per- 
mitted to know about. 

With sentiments of great respect, I beg to remain, with warm per- 
sonal regards and best wishes, 

Cordially and faithfully yours, A. H. VANDENBERG 

123G861/786 : Telegram 

The Chargé in Japan (Dooman) to the Secretary of State 

| [Extract] 

Toxyo, August 13, 1939—3 p. m. 
[Received August 18—8:37 a. m.]| 

405. ... 

3. The first reaction here to the notice of termination of the com- 
mercial treaty was strong but I did not believe that it would neces- 
sarily be lasting. That belief is confirmed by observation during the 
past 2 weeks. As stated in one of my recent despatches” the atti- : 

*® Despatch No. 4076, August 4, p. 564.
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tude taken by our Government during the past 2 years has operated 

to give the Japanese the impression that the United States (unlike 

Great Britain) relied on no one but itself to protect its rights and 

interests in China and that it might some day move in that direction. 

And in this sense the Japanese had been prepared for the shock even 

though anything so drastic as the termination of the treaty was unex- 

pected. Their present thought seems to be to do nothing while watch- 

ing carefully for further indications of future American attitude. 

American stock is still higher than any other. The next few months 

may bring developments of the most critical character and the pres- 

ence here of Mr. Grew, with the prestige which he commands in Japan 

as well as in the United States, would be an incalculable service to our 

national interests.” 
| Dooman 

711.942/243 : Telegram | 

The Chargé in the United Kingdom (Johnson) to the Secretary 

| | of State | 

Lonpon, August 17, 1989—4 p. m. 

| [Received August 17—12:55 p. m.] 

1178. I have just had a talk with the head of Far Eastern Depart- | 

ment in the Foreign Office.” He told me that they have gathered 

information from a great number of different sources as to Japanese 

reactions to denunciation by the United States of its commercial 

treaty, which when brought together indicate three possibilities, in 

the Japanese view, of developments to follow: | 

(1) The American intention is to wait for some overt signs from 

the Japanese that they intend to pay more attention than hitherto 

to American complaints of Japanese actions as directed against 

American citizens and interests and then, if the Japanese give more 

real consideration to American protests, the United States would be 

prepared to open negotiations for a new treaty before expiration of 

the 6 months’ notice period ; 
(2) Alternatively the Japanese think that the United States in- 

tention may be to clear the air for Government support of the Pittman 

resolution * at the beginning of the next session of Congress and that 

the resolution will then take effect immediately on expiration of the 

6 months’ period. Such action would cut off vital materials the 

Japanese are at present purchasing from the United States; 

(3) Finally, the Japanese are afraid that the American denuncia- 

tion may be the prelude to even more serious economic measures by 

the United States than envisaged by the Pittman resolution. 

* The Department, in its telegram No. 252, August 15, 5 p. m., said it “shares 

the views expressed in concluding sentence”. (123G861/791) 

™ Robert George Howe. 
™S J. Res. 123 introduced April 27 by Senator Key Pittman; Congressional 

Record, vol. 84, pt. 5, p. 4821.
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With respect to Japanese hypothesis (1) above, the Japanese are 
afraid that unless they are very careful the United States in negotiat- 
ing a new treaty will insist on the disappearance of the most-favored- 
nation clause in order that the United States may be in a position to 
impose the same sort of countervailing duties on Japanese goods as 
it has already imposed on German and Italian goods. The Foreign 
Office observes however that Japanese subsidies are quite different 
in nature from the German and Italian. They are more covered up 
and more difficult to spot. The only proof that they know of which 
could be brought forward of subsidies is in connection with shipping. 
Certain goods carried in Japanese bottoms are undoubtedly given 
very favorable rates but commodities as such are not subsidized in the. 
same direct way as German and Italian commodities nor have the 
Japanese any of the various kinds of currency such as exist in Germany 
to facilitate a policy of export subsidy. | | 
Regarding Japanese hypothesis (2) the Japanese fear that they 

have not yet reached the state of autarchy which would make it of no 
particular importance if the United States should cut off from them 
commodities of vital importance and they are exploring alternative 
sources of supply. For instance through the Shah of Iran they have 
made an approach to the Anglo-Iranian Oil Company for various 
samples of crude oil to see if the Japanese refineries can handle it. 
They are also exploring the possibilities of obtaining from Norway 
and Sweden nonferrous metals now being secured from the United 
States. The Foreign Office has no proof that the Norwegian and 
Swedish Governments have been approached by the Japanese but they 
believe such an approach has taken place. , 

Regarding hypothesis (3), the Japanese are by no means satisfied 
that more drastic action on the part of the United States is not a 
possibility. | | 

All the Foreign Office information on this question indicates that 
the denunciation by the United States of the commercial treaty has 
got the Japanese “completely guessing”. The official told me that 
both Lord Halifax ” and Sir Alexander Cadogan * desired that their 
views on the matter be communicated to you and he made a particular 
point of describing them as strictly confidential. He said further that 
the Foreign Office would greatly appreciate being informed whether 
the foregoing conclusions checked with the Department’s information 
or are at variance. 

The official then proceeded to describe to me what his own Govern- 
ment is contemplating. Following the denunciation of the American 
treaty, in reply to a question in Parliament as to what Great Britain 

” British Secretary of State for Foreign Affairs. 
” British Permanent Under Secretary of State for Foreign Affairs.
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was going to do, the Prime Minister“ stated that the matter was, of 

course, under consideration but that the Dominions must be consulted. 

Asa matter of fact the Dominions were not consulted until August 14 

when a circular telegram was sent to all of them. The United King- 

dom Government stated to the Dominions that there are two points for 

decision in London: 

(a) The question of expediency of denouncing the various British 

treaties with Japan. (The United Kingdom—Japanese treaty of 

1911 ® covers, for essential purposes, all of the Crown Colonies; 

Canada and Eire are still parties to this treaty. South Africa and New 

Zealand have their own treaties with Japan. The Australian treaty 

is being kept in force by periodical exchanges of notes to overcome 

Japanese infractions of the main treaty, the situation of Australia 

vis-A-vis Japan being very much the same as that of France. India 

is now negotiating a new commercial treaty with Japan, and Burma 

will have to negotiate one in the near future. ) | 

(b) If it should be judged expedient to denounce the British trea- 

ties, the question arises as to when the denunciation should take place 

and on what it should hinge. In the United Kingdom view the 

British Empire should take parallel action with the United States. 

The United Kingdom Government desires to keep in step with the 

United States and to make it clear to Japan that this is British policy. 

The actual part of denunciation may be in one sense a moral gesture 

designed to produce a moral effect, but it has one small practical advan- 

tage; it would enable Great Britain to refuse to start negotiations for a 

new treaty until she received satisfaction on other matters. 

Regarding the choice of an opportunity for denunciation, the United 

Kingdom Government thinks that probably the best and most suitable 

matter of complaint to link with denunciation is the anti-British 

agitation in China, the expulsion of British subjects from Chinese 

territory, confiscation of property, et cetera. They think that denun- 

ciation on this issue would mark a striking parallel with American 

action which immediately preceded a stiff note of July 28 [267]. 

 Anti-British agitation moreover affects British subjects in China from 

all the Dominions. It also involves the general question of white 

prestige which is of great importance to some of the Dominions. 

There are other possible immediate causes which might be utilized for 

denunciation but in none except the ones above described do the 

Dominions appear to have the same immediate common cause. In 

the Tientsin dispute for instance the Dominions are interested only in 

so far as the situation affects white prestige, the Washington treaties, 

League of Nations resolutions, et cetera. Also in the difficult question 

of Chinese currency and silver, the United Kingdom itself is far more 

interested than any of the Dominions. Moreover the Government 

here is convinced that whatever may be the final outcome of the Tokyo 

* Neville Chamberlain. 
2 Pritish and Foreign State Papers, vol. civ, p. 159.
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negotiations, there will be continuing if not intensified anti-British 
agitation in China and that a point will quite soon be reached when 
denunciation will fit in conveniently with any action Great Britain 
may be forced to take. The Government here, however, is quite 
aware that whatever immediate action may be seized upon for denun- 
ciation of the treaty it would be desirable to put in the British notice 
of denunciation before the impression created by denunciation of the 
American treaty had faded out. 

The United Kingdom Government is now awaiting the views of the 
Dominions not only on the considerations outlined above which have 
been put to those Governments, but on their intentions in regard to 
their own treaties with Japan. The United Kingdom Government 
will not necessarily be guided entirely by what the Dominions Gov- 
ernments say but as they have all an obvious common interest a full 
expression of the Dominions views and intentions is desired before any 
action is taken. 

The Dominions have been reminded that in the United Kingdom 

Government’s view whether she denounces her treaty with Japan or | 
not she would still be in a position to take reprisals for damages done : 
to British interests arising out of Japanese disregard of other treaties : 
of an international character to which both Great Britain and Japan 
are parties. (See Mallet’s aide-mémoire of January 21st [25th?], 
1939, numbered paragraph 7 in the copy we have here.) 

J OHNSON | 

711.942/232 

The Acting Secretary of State to Senator Arthur H. Vandenberg * 

Wasuinerton, August 22, 1939. 
My Dear Senator Vanpenserc: I thank you for your letter of 

August 7 in which you refer to your resolution in the Senate sug- 
gesting the giving of notice of intention to terminate the treaty of 
1911 with Japan, to the notification subsequently given by this 
Government to Japan, and to a particular feature of your resolution. 

In this letter, you have been so good as to give me a statement of your 
views in regard to the notice of intention to terminate under reference 
and the course which you feel might appropriately and advantageously 
be followed henceforth in the light thereof. You point out that your 
resolution affirmed the desirability of the abrogation “for the purpose 
of enacting a new treaty with Japan in the light of 1939 realities”; 
you emphasize the point that your theory of the abrogation was 
predicated upon earnest efforts to enter upon a new engagement and 

® Aide-mémoire of January 25 from the British Embassy, p. 490. 
* Prepared on the basis of original “rough draft” by the Secretary of State. 
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that you would not be interested in “a mere arbitrary prelude to a 
subsequent one-sided embargo”; and you urge that this Government 
inform the Government of Japan that we are “prepared and anxious 
to negotiate a new treaty of amity and commerce between the United 
States and Japan for the purpose of resolving—if possible—any 
controversy between us affecting American interests”. 

I am very glad to have the benefit of your views and suggestions. 
In order that we may both have before us a clear and identic recol- 

lection of certain important facts in regard to this matter, may I call 
attention to phraseology which appears in the text of your resolution 
and phraseology which appears in the text of this Government’s notice 
to the Japanese Government. The first sentence of your resolution 
reads: | | 

“Resolved, That it is the sense of the Senate that the Government of 
the United States should give Japan the six months’ notice required 
by the treaty of 1911 for its abrogation so that the Government of 
the United States may be free to deal with Japan in the formulation of 
a new treaty and in the protection of American interests as new 
necessities may require ;” | | 

The concluding sentence of Secretary Hull’s note to the Japanese 
Ambassador reads: : 

“Toward preparing the way for such consideration [i. e., new con- 
sideration of certain provisions of the treaty] ® and with a view to 
better safeguarding and promoting American interests as new develop- 
ments may require, the Government of the United States, acting in 
accordance with the procedure prescribed in Article XVII of the 
treaty under reference, gives notice hereby of its desire that this treaty 
be terminated, and, having thus given notice, will expect the treaty, 
together with its accompanying protocol, to expire six months from 
this date.” 

As you doubtless will have observed, in each case, two reasons or 
specifications of purpose were given, and these were, though differing 
in phraseology, the same, in effect, in both documents. 

The Government and people of the United States stand for and 
champion principles of peace, of international order based upon law, 
and of treaty observance. The Government of the United States has 
consistently endeavored to protect essential American interests in ac- 
cordance with rules of law, provisions of treaties, and considerations 
of justice and fair play among nations. In relations with countries 
of the Far East, this country’s general objectives have been the same 
as in relations with other parts of the world. In the conducting of 
this country’s relations with China and with Japan since the begin- 
ning, in September 1931, of the so-called “Manchuria incident”, the 
Government has been constantly guided by this country’s traditional 

* Brackets appear in the original letter.
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principles. In the presence of extraordinary problems presented in 

1931, 1932 and 1983, and again in 1937, 1938 and 1939, the American 

Government’s efforts have been directed toward the same objectives 

and have been guided by the same principles. . 
In relations with Japan during recent years, this Government has 

constantly and persistently sought, by reasoned approach and with 

patience and restraint, to obtain respect on the part of the Japanese 
authorities and their agents, operating in China, for the rights and 
interests of the United States and American nationals. In connec- 
tion with a great number of incidents wherein there have been involved 
acts in disregard of American rights which Japan is under obligation 
by treaty or by international law or both to observe, this Government 
has made appropriate representations; and on several occasions when 
representations of a comprehensive character dealing with broad 

principles of universal applicability have seemed called for it has 

made such representations. | 

You are familiar with the course of events in the Far East, and I 

am sure that I need not endeavor in this letter to lay before you facts 

of which you are already cognizant regarding developments in that 

area. Notwithstanding our patient efforts and notwithstanding as- 

surances by the Japanese authorities of respect for the rights and 

interests of the United States and of American nationals in China, 

disregard of and interference with those rights and interests has been 

constant, and the number and variety of instances in which such disre- 

gard and interference have been manifested has, during recent months 

especially, greatly increased. 
To cite but one example of the manner in which our efforts to safe- 

guard these interests on a basis of international law and treaty provi- 

sions have been unsuccessful: On October 6, 1938, in consequence of 

continued failure on the part of the Japanese Government to imple- 

ment its repeated assurances of respect for the principles of the 

equality of opportunity in China for the trade and industry of all 

nations, we addressed to the Japanese Government a comprehensive 

note; * the Japanese reply, dated November 18, 1938,*" contained no 

satisfactory assurances for an immediate amelioration of the situa- 

tion, and, on December 31, 1938, this Government delivered to the 

Japanese Government another note ® setting forth more fully the posi- 

tion of this Government; and no reply to that note has as yet been 

given us. 
This Government has desired and of course continues to desire that 

the United States have treaty relations with Japan which will effec- 

tively contribute toward safeguarding American interests in general 

% Foreign Relations, Japan, 1931-1941, vol. 1, p. 785. 
* Thid., p. T9T. 
® Toid., p. 820.
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and in particular. The question of moving toward conclusion of a 
new treaty must be considered and will be considered in the light of 
all known facts and circumstances and of future developments. _ 

Again thanking you for your letter, and with cordial regards, I am 
Sincerely yours, | SumNeER WELLES 

711.942/256 : Telegram OO 
Lhe Chargé in Japan (Dooman) to the Secretary of State | 

| Toxyo, August 22, 1939—3 p. m. 
| [Received August 24—6 a. m.] 

424. 1. The Asahé featured yesterday morning a story of which the 
following is a summarized translation: 

“The action of the American Government in giving notice of ter- 
mination of the commercial treaty, when considered against the back- 
ground of the long time friendly relations between the two countries, 
must be looked upon as an unfriendly act. A committee set up in the 
Foreign Office has drafted a provisional policy plan in regard to ques- 
tions relating to the United States and this plan has been presented 
to the Cabinet. It is still under review but it is understood that fur- 
ther positive measures by the United States will be met with a cor- 
responding hardening of Japanese attitude. Under Secretary Welles 
informed the press that Senator Schwellenbach’s proposal of an arms 
export embargo ® is under consideration. The Japanese view is that 
such an embargo would be a partial or indirect application of the 
neutrality act and therefore recognition of the existence of a state of 
‘war’ in relations between Japan and China. In those circumstances 
Japan could invoke as against American interests the rights of a 
belligerent with serious effects.” 

2. Considerable attention has been attracted by a press despatch 
from New York describing a report which appeared in the New York 
Limes under Washington dateline August 20 to the effect that the 
United States will hereafter take drastic measures to protect its rights 
and interests in China and will to that end concert with England 
measures calculated to deprive Japan of war materials. 

3. I have had several conversations with Japanese during the last 
2 days and notwithstanding the Tokyo story above reported, I have no 
reason for modifying the opinion which I have previously expressed 
that the Japanese Government is now awaiting definitive indications 
of American attitude before deciding what attitude it in turn should 
take toward the United States. 

4. I have several appointments today and tomorrow and I hope 
subsequently to be in a position to make further comment. 

Repeated to Chungking. 

Dooman 

©§. J. Res. 143, introduced June 1; Congressional Record, vol. 84, pt. 6, p. 6473.
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711.942/243 : Telegram ° 

The Acting Secretary of State to the Chargé in the United Kingdom 
(Johnson) 

Wasuineton, August 22, 1939—10 p. m. 

675. Your 1178, August 17, 4 p.m. The Department greatly ap- 

preciates receiving your report of the statement of the head of the 

Far Eastern Department of the British Foreign Office in regard to 

Japanese reaction to the notification by this Government of desire to 

terminate its commercial treaty with Japan and in regard to the 

views of the Foreign Office as to possible termination by the British 

Government of its commercial treaty with Japan. 

The Department offers for your guidance in discussing this subject 

with officials of the Foreign Office observations as follows: 

Our estimate of the Japanese reaction is in general agreement with 

that of the Foreign Office as outlined in your numbered paragraph 1. 

Our conclusions are based upon indications that some effort is now 

being made by the Japanese authorities in China to avoid the giving 

of cause for the further arousing of American public opinion against 

Japan so far as this can be accomplished without deviation from the 

essential objectives of Japanese policy. 
On July 31 in reply to an inquiry by the Japanese Ambassador as 

to what this Government had in mind in regard to negotiating a new 

treaty the Secretary replied that he did not believe that he could 

add anything to what he had said in reply to inquiries made by press 

correspondents; that as the Secretary had indicated to the corre- 

spondents this Government’s note was couched in well understood 

and established terms; that the note might best be allowed to speak 

for itself and that the entire question pertaining to a new agreement 

depended upon future developments. No further statement has been 

made. | 

With reference to the suggestion contained in your telegram that 

the Japanese are afraid that the United States, in negotiating a new 

treaty, will insist on the disappearance of the most-favored nation 

clause in order that the United States might be free to impose counter- 

vailing duties, it may be observed that the United States has never 

considered the most-favored-nation clause in our treaties to be a bar 

to the imposition of countervailing duties; such duties are imposed 

not because of the national origins of the goods to which they are 

applied but because of the payment or bestowal of bounties or grants 

upon such goods in the country of their production. 
WELLES
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711.942/271 : a, 

Senator Arthur H. Vandenberg to the Acting Secretary of State 

| [Wasuineton,| August 24, 1939. 
My Dzar Mr. Srcrerary: I am indebted to you for your courteous | 

letter of August 22nd in response to my inquiry of August 7th. Iam 
glad to read your authentic recital of our recent difficulties with the 
government of Japan. I am happy also to note that the purposes 
inspiring your notice to the government of Japan in respect to the 
abrogation of the Treaty of 1911 were deemed by you to parallel the 
purposes set out in my Senate resolution upon the same subject “though 
differing in phraseology”. The thing that concerns me—as “time 
marches on” under this six months’ notice—is whether one of these 
common purposes is in the process of evolution—namely, “the formu- 
lation of anew treaty”. Itismy view—very respectfully re-asserted— 
that we could not justify summary action of any nature at the termi- 
nation of the six months’ notice (if at all) in the absence of a vigorous 
good faith effort on our part toward “the formulation of a new treaty”. 
It is for this reason that I have taken the liberty of inquiring whether 
these efforts are under way and whether the government of Japan 
specifically understands that our desire for “the formulation of a new 
treaty” is at the base of our recent abrogation notice. I realize that 
negotiations of this nature are an executive function; and I would not 
wish to seem to be inviting any confidences to which I am not entitled. _ 
But I respectfully point out that your letter of August 22nd does not 
bear upon my question until it reaches the final paragraph, which 
contents itself with the general statement that my question “must be 
considered and will be considered in the light of all known facts and 
circumstances and of future developments”. Iam unable to determine 
from this statement whether the government of J apan has been spe- 
cifically invited to move in the direction of “the formulation of a new 
treaty”. I respectfully re-assert, my own opinion is that this is 
essential, and that a failure to preserve a clear record upon this point 
could easily precipitate a completely unsatisfactory status at the end 
of the six months’ notice. I renew my request for information upon 
this point if I am entitled to receive it. 

With sentiments of great respect and highest esteem, and with warm 
personal regards and best wishes, I beg to remain 

Cordially and faithfully, A. H, Vanpenpera
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711.942/271 | 

The Secretary of State to Senator Arthur H. Vandenberg 

| WASHINGTON, September 1, 1939. 

My Dear Senator VANDENBERG: In reply to your letter of August 
94 inquiring whether “the Government of Japan specifically under- 
stands that our desire for ‘formulation of a new treaty’ is at the base 
of our recent abrogation notice”, I may say that I have every reason 
to believe that the Government of Japan clearly understands that this 
Government’s notice for termination of the treaty was given for the 
purpose clearly stated in the communication given to the Japanese 
Embassy on July 26, which purposes also had been clearly stated in 
your resolution. It stands to reason, and it may confidently be as- 
sumed, that both the Government and the people of the United States 
and the Government and the people of Japan desire that relations 
between the two countries be on a treaty basis. You of course realize 
that a treaty of amity and commerce is but one of the many items 
which form the basis of relations between countries parties thereto; 
that in a treaty of amity and commerce there are many provisions 
other than those which relate to commerce; and that, as relations 
between countries are expected to be regulated by treaty provisions, so, 
in turn, treaty provisions must be based upon realities of practice and 
of intention in the relations between the countries which are the 
parties to the treaties. | 

I can assure you that we are not failing to preserve a clear record 
in regard to any feature of relations between this country and Japan. 

It would give me great pleasure to talk with you, at your convenience, 
with regard to essential aspects of the situation and problems 

involved.” 
Sincerely yours, CorpELL Huu 

711.942/284 : 

Senator Arthur H. Vandenberg to the Secretary of State 

[WasxHineton,| September 20, 1939. 

My Dear Mr. Secretary: I wish to report to you regarding a con- 

versation yesterday with the Japanese Commissioner General to the 

New York World’s Fair. He called unofficially at my office and in a 

purely, personal way we discussed the relationships between Japan 

and the United States. 

° Senator Vandenberg replied on September 8 that he would “be most happy 

to discuss this matter with you personally whenever the opportunity permits and 

whenever you may desire”. (711.942/290)
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I was impressed with the fact that the Commissioner (who is re- 
turning to Japan) is very eager that the abrogation of the Treaty 
of 1911 shall not terminate or impair or even shadow our friendly 
relationships between the two countries. I could not escape the con- 
clusion from my conversation with him that a realistic approach 
to the Far Eastern situation on the part of all concerned might well 
produce a new treaty which would go far toward pacifying and 
stabilizing the Far Eastern situation. I realize that my caller could 
in no sense speak for or bind his Government—any more than I could 
mine—and he made no pretense of this nature. But I could not escape 
the feeling that his viewpoint—if at all contagious in Japan itself— 
should make effective progress possible in the negotiation of a new 
treaty. 

I take the liberty of passing this comment along to you—in line 
with our previous correspondence on the subject—because of my deep 
conviction not only that the termination of our own old treaty should 
be followed by the creation of a new one, but also that there may lie 
in this field of diplomatic action the greatest and most spectacular 
contribution which we might make to the peace and the stabilization 
of the world. 

With sentiments of great respect, and with warm personal regards 
and best wishes, I beg to remain, | 

Cordially and faithfully, A. H. VanDENBERG 

711.94/1299 : Telegram 

Lhe Chargé in Japan (Dooman) to the Secretary of State 

Toxyo, September 22, 1939—5 p. m. 
[ Received September 22—10: 25 a. m.] 

489. Our 484, September 19, 3 p. m.* 
1. We have had several conversations with members of the Foreign 

Office apropos of the spate of articles appearing recently in the ver- 
nacular press concerning American-Japanese relations. While we 
have been unable to establish definitely the original inspiration of 
these articles, it is now apparent the Foreign Office has at least actively 
participated. In our conversations it developed that individuals in 
the Foreign Office hold the view that although the public in Japan 
has been kept fully informed of the definitely unfavorable popular 
opinion in the United States it is now necessary to prepare the Jap- 
anese people against the American Government giving effect to such 

“Not printed.
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opinion when the commercial treaty expires by legislation directed 
specifically against Japan. Therefore, every opportunity is to be 
taken we understand to emphasize the possibility of a serious worsen- 
ing in relations with the United States. 

2. The articles now appearing are not inflammatory but they are 
on the whole pessimistic in tone, being reflective of Foreign Office 
and big business opinion. | : 

Repeated to Shanghai. Shanghai please repeat to Peiping, Chung- 
king. 

| Dooman 

711.942/284 | 

The Secretary of State to Senator Arthur H. Vandenberg 

| WasHineton, September 25, 1939. 

My Dear Senator VANDENBERG: I acknowledge the receipt of your 
letter of September 20, 1939, in which you were so good as to acquaint 
me with the impressions gained by you from a recent conversation 
which you had with the Japanese Commissioner General to the New 
York World’s Fair in regard to relations between the United States 
and Japan with special reference to the question of concluding a new 
commercial treaty with Japan. | oe 
Iam gratified to learn from you of the friendly attitude toward this 

country manifested by the Japanese Commissioner and I note with 
interest your conclusion, derived from your conversation with him, 
that a realistic approach to the Far Eastern situation on the part of 
all concerned might well produce a new treaty which would go far 
toward pacifying and stabilizing the Far Eastern situation. 

This Government has been mindful at all times of the need of a 
realistic approach to the Far Eastern situation and has endeavored 
to act in conformity with that need. Some of the realities in that 
situation were indicated to you in the letter of August 22, 1989. The 
desire manifested by the Japanese Commissioner for improved rela- 
tions between Japan and the United States is of course gratifying. 
I sincerely trust that those of his countrymen who share his views may 
influence the Japanese Government to adopt a course calculated to 
give practical and realistic effect to those views. Such a development 
would undoubtedly facilitate the negotiation of a new agreement 
between Japan and the United States on terms which could be ex- 
pected to be mutually advantageous and adequately to safeguard and 
promote American interests. 

Sincerely yours, CorpeLL Huu.
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| 711.94/1820 

The Chargé in Japan (Dooman) to the Secretary of State — 

No, 4149 Toxyo, September 25, 1939. 
. | [Received October 16.] 

Sir: I have the honor to refer to the Embassy’s telegrams nos. 484, 
September 19, 3 p. m.,” and 489, September 22, 5 p. m., in regard to 
a recent profusion of articles in the Japanese press dealing with 
Japanese-American relations, and to enclose translations * by the 
Embassy of representative selections of those articles. 

[Here follows report on Japanese press views. | 
It would appear that the prime concern of the Japanese with respect 

to Japanese-American relations at the moment is the possibility that 
the United States may impose embargo or similar restrictive measures 
against Japan after the Treaty of Commerce and Navigation lapses. 
They seem to be deeply aware that their chances of winding up the 
China affair in a manner favorable to themselves and accomplishing 
their program for the economic exploitation of China in the changed 
situation brought about by the European war now depend largely upon 
an assured supply of essential raw materials from the United States. 
Japanese anxiety with regard to the future attitude of the United 
States toward Far Eastern questions has been greatly increased by the 
belief only recently engendered that the European war not only 
offers an excellent opportunity to settle the China affair but promises 
if it is sufficiently protracted to redound greatly to Japan’s commercial 
benefit. In the background, of course, is the fear that the United 
States may enter the European war on the side of Great Britain and 
France at an early date, thus nipping in the bud any chance of Japan’s 
pursuing an “independent” or what might be less euphemistically — 
termed a “take what you can get” policy which appears in the present 
circumstances to be so advantageous to it. Nor do the Japanese rule 
out the likelihood that the United States, following a traditional 
policy of over half a century, may take active and positive steps, not 
even hesitating to use force, to protect its interests in the Far East 
while sedulously maintaining itself in a state of isolation from 
Kuropean affairs. Despite the pessimistic tone in Japanese press 
comment with respect to the future of Japanese-American relations 
it is believed that there is a fairly deep conviction among the Japa- 
nese people that Japanese-American differences in the Far East are 
not irreconcilable and that they do not, as in the case of Anglo-Japa- 
nese relations, involve a frontal clash of interests. Moreover, there 
is still an undercurrent of opinion that believes that some new agree- 
ment can be reached with the United States before the present Treaty 

* Not printed. 
* None printed.
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of Commerce and Navigation becomes inoperative. While it is still 

too early to forecast the exact mold into which Japanese public 

opinion vis-A-vis the United States will fall within the next few 

months, the appointment of Admiral Kichisaburo Nomura, a man 

well acquainted with the American point of view and already possessed 

of a reputation for reconciling Japanese-American views, as Minister 

for Foreign Affairs, may be taken, it is believed, as a straw in the wind. 

Respectfully yours, Euerenst H. Dooman 

894.002/899 : Telegram ) : | 
The Chargé in Japan (Dooman) to the Secretary of State 

| Toxyo, September 26, 1989—noon. 
[Received September 26—12: 50 a. m. |] 

491. Our No. 490, September 25, 4 p. m.™ 

1. The Japanese press is unanimous in its praise of the appointment 

of Admiral Nomura as Foreign Minister, and alluding to the Admir- 

al’s past association with, and wide acquaintance in, the United 

States,® sees in his appointment the determination of the Govern- 

ment to concentrate all its efforts on the problem of readjusting 

Japanese-American relations at a time when those relations are facing 

a serious test. | 

9. Concurrent with the comment on Admiral Nomura’s appointment 

the press expresses the opinion that widespread changes will take place 

shortly in Japan’s Missions abroad and regards the replacement of 

Horinouchi as a foregone conclusion. There has been considerable 

speculation as to Horinouchi’s successor, but the name which has been 

most widely mentioned is that of Mr. Yosuke Matsuoka, Japan’s dele- 

gate to the League of Nations at the time of the Manchurian contro- 

versy, and, most recently, president of the South Manchuria Railway 

Company. 
Repeated to Peiping, Peiping please repeat to Chungking, 

Shanghai. 
Dooman 

701.9411/1225a : Telegram 

The Secretary of State to the Chargé in Japan (Dooman) 

WASHINGTON, September 27, 1939—6 p. m. 

995. Your 491, September 26, noon, paragraph 2. The Department 

has noted a number of press despatches that the Japanese Government 

contemplates replacing Horinouchi as Ambassador here. 

“Not printed. 
% Admiral Nomura was Japanese Naval Attaché at Washington in 1921.
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The Department does not know whether these reports have any re- 
lationship to various indications which it has noted that some power- 
ful elements in Japan still regard the problem of improving Japanese- 
American relations.as one to be dealt with primarily by vigorous 
advocacy of Japan’s cause through recourse to propaganda methods 
directly among the American people rather than by action on the part 
of Japanese agencies toward implementation of the repeated assur- 
ances which the Japanese Government has given that American rights 

: and interests in China will be respected. 
The Department is of the opinion that in the long run the cause of 

good relations between any foreign country and the United States 
would not be best served by the sending by that country to the United 
States of an Ambassador charged with and selected with a view to his 
qualifications for special activity, propagandist in nature, out of 

_ keeping with diplomatic character. — 

| , Hout. 

123G861/812 : Telegram - | : 
Lhe Secretary of State to the Ambassador in Japan (Grew) * 

Wasuineton, October 7, 1939—3 p. m. 
303. In further reference to your proposed address: ® While we 

realize that you intended upon returning to your post to give further 
thought, in the light of any new trends that may have developed in 
Japanese attitude and opinion, to the manner in which the J apanese 
might be expected to react to your proposed address, we are sure that 
you will appreciate that a primary consideration should be the preser- 
vation and strengthening of your wholesome influence with the 
Japanese Government. | | | 

7 | How 

123G861/814 : Telegram | 
Lhe Ambassador in Japan (Grew) to the Secretary of State 

Toxyo, October 16, 1939—11 a. m. 
[ Received October 16— 2: 40 a. m.] 

o24, 1. Department’s 303, October 7, 3 p. m., is very highly 
appreciated. 

2. After most careful consideration I have reached the conclusion 
that favorable results are more likely to accrue from informal ap- 
proaches to influential individual[s] and groups than by the public 
controversies which I now realize would be stirred up by my proposed 
address, with the inevitable risk of undesirable irritation and friction. 

* Mr. Grew returned to Tokyo on October 10 from home leave. “For the address before the America—J apan Society, Tokyo, October 19, see Foreign Relations, Japan, 1931-1941, vol. u, p. 19. :
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This seems to me to be particularly true in view of the present notice- 

able trend in Japanese attitude and opinion towards building up 

better relations with the United States. I believe this to be one of 

the fundamental policies of the present Cabinet * and it would there- 

fore now be unwise to take any step which might conceivably embar- 

rass the Government in that endeavor, especially as the Cabinet is 
at present undergoing heavy weather arising from the recent Foreign 

Office crisis. : 

3. Steps are already being taken to arrange a meeting for me with 
the Prime Minister and with certain other influential persons. I also 
expect soon to seek an interview with the Foreign Minister, delayed 

owing to the recent crisis in the Foreign Office. Today I am to meet 

the Japanese-American Trade Council. In all these meetings I ex- 

pect to use orally and informally some or all of the substantive parts 

of the draft address and thus to aim at its main objectives without 
the risk of public (and military) irritation. 

4. My address before the America—Japan Society on October 19 

will therefore aim to avoid controversial material although something 

will have to be said in general terms regarding the present attitude 
of the American Government and public toward Japan. 

5. The fact that both Admiral Nomura and Kato, the New Vice 
Minister for Foreign Affairs, are both believed to be friendly to the 
United States and that both are personal friends of mine leads me to 

hope for constructive results from our future endeavors. | 
| a | GREW 

711.942/291 : Telegram 
The Ambassador in Japan (Grew) to the Secretary of State 

Toxyo, October 16, 1939—5 p. m. 
[Received October 16—7 a. m.] 

598. The Asahi attributes the following statement concerning 
American-Japanese relations to Premier Abe at his press interview 

yesterday. All papers carry substantially the same statement: 

“Although I have been and am giving much thought to the problem 

of the abrogation of the treaty of Commerce and Navigation of 1911 

between the United States [and] Japan, I cannot as yet make any 

statement about it. The validity of the treaty once abrogated cannot 

be temporarily prolonged; but it may be possible to conclude a modus 

wivendt.” 

Repeated to Shanghai. Shanghai please repeat to Peiping and 

Chungking. | 
GREW 

® Gen. Nobuyuki Abe became Japanese Prime Minister on August 30.
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711942/811 | 

Memorandum by the Assistant Secretary of State (Grady) of a 
Conversation With the Commercial Secretary of the Japanese 
E'mbassy (Inouye) 

| [Wasuineron,] October 18, 1939. | 
Mr. Inouye called this morning by appointment. He stated 

that he had spent more than one-half of his life in the United States 
and had devoted his energies during most of that time to the building 
up of trade between his country and ours and that with the termina- 

_ tion of the American-Japanese treaty the result of these efforts would 
_ seem to be lost. He said that he sympathized with the complaints 

which our Government had made regarding the treatment of Ameri- 
can business interests in China and that he himself had made efforts 
to correct certain matters concerning which we had made representa- 
tion. He referred to tung oil and handkerchiefs. He said that it was 
hissincere belief that conditions would steadily improve with reference 
to the treatment of our interests but that the time was rather short 
in which to correct the situation fully before the six-month period for 
the abrogation of the treaty expired. 

Mr. Inouye said that the complaints we had made were based on 
army activities and were not confined to our trade and nationals but 
were general, affecting all foreign interests in China, including Jap- 
anese trade interests. In a word, he took the position of agreeing 
with our position but pleading for patience on our part while efforts 
which his Government was making would have time to bear fruit. 

I replied that I hoped there would be a rapid and satisfactory 
improvement in the treatment of our trade and nationals; that we 
had spent many years in building up our trade in China and did not 
intend to withdraw; and that independent of complaints which our 
Government had made, I personally had heard on the Pacific Coast 
from business firms of my acquaintance that they were being gradually 
pushed out of China in the interest of Japanese firms. 

He said that he would like to have us feel that he was at our 
service to present any facts to his Government regarding the experi- 
ences of our nationals. I told him that I thought his Government 
was fully supplied with facts. 

He said he was anxious to build up good will between the two coun- 
tries, and I replied that that would be a fairly simple matter if the 
Japanese authorities would see that our trade interests were adequately 
protected in the carrying on of their legitimate activities. | 

He was clearly concerned as to what we would do when the treaty 
ceases to exist, but I made no comments whatever on this point. The 
discussion was very friendly but very frank. 

H[enry] G[rapy]



_ UNDECLARED WAR 587 

128G861/815 : Telegram | 

Lhe Secretary of State to the Ambassador in Japan (Grew) 

| _ Wasxtneton, October 18, 1939—6 p. m. 
318. Your 524, October 16,11 a.m. The Department approves 

your decision to avoid making the contents of your impending address 
such as would run the risk of causing undesirable irritation and 
friction. The Department is confident that you share its view that 
there should be no concealment anywhere of the fact that the people 
of the United States view with disapproval the program upon which 
Japan’s military leaders have embarked and are engaged of setting up, 
on the basis and by use of armed force, a political hegemony which 
the Japanese describe with the term “a new order in Asia”, and that 
we disapprove both the objective and the methods. We feel that it 
would be helpful for you to give an extended account of your many 
contacts and your widespread observations of public opinion during 
your holiday and to indicate that the American people are well and 
comprehensively informed regarding what is happening in China; 
and for you to give a precise account of the present attitude of the 
American people. We suggest that you include a statement along the 
lines of the suggestion conveyed in paragraph 11 of the Department’s 
3804, October 7, 4 p. m.°° We believe that cataloguing of and argu- 
mentation regarding specific complaints should be avoided but it 
should be clearly indicated that there are important and fundamental 
matters at issue. We feel it desirable that the Japanese people as well 
as the Japanese Government be brought somehow to realize that the 
American people are perturbed not only over Japanese interference 
with the persons, the property and the legitimate material interests 
in general of American nationals in China but, and to even greater 
extent, over the implications of the use of armed force in pursuit of 
national policy whether in Asia or elsewhere. 

The above is only by way of suggestion and not by way of pre- 
scription. Department is confident that what you decide to say will 
be discreetly said and be helpful. 

Hui 

123G861/816 : Telegram 

The Ambassador in Japan (Grew) to the Secretary of State 

Toxyo, October 19, 1939—8 p. m. 
[Received October 19—10:15 a. m.] 

534. 1. Department’s 318, October 18, 6 p.m. Section 1 was de- 
coded and handed to me after I had left the Embassy for the America— 

Not printed. In this paragraph the Department suggested criticism of 
Japanese efforts to control Chinese territory and resources, thereby creating a 
preferential position contrary to the Open Door policy (123G861/811).
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Japan Society luncheon; section 2 arrived after the luncheon and 

| speech were over. | - . 

9. The address covered in general all of the Department’s desiderata 

as expressed in its telegram. It was by far the strongest speech that 

I have ever made in Japan. I outlined the cardinal principles of 

American policy, including the settlement of international issues by 

orderly processes, equality of commercial opportunity et cetera, and 
presented a cursive account of specific Japanese policies and actions 
which cause American resentment. These two sections of the address 

were intended to bring the differences between respective American 
and Japanese policies and objectives into clear relief and I believe that 

this method of approach will have better reception and more beneficial 

effects than a direct frontal attack on Japanese policies and actions 

would have had. : | 
3. In view of the considerations advanced in my 524, October 16, 

11a. m., I am not giving the text to the local press. In any case it is 
shortly to be published in pamphlet form for the members of the 
America—Japan Society. Ihave given the text to the Associated Press 

and the United Press. 
4, I feel that Dooman can more appropriately convey to the Depart- 

ment than can I his own observations and those of the other members. 

of the staff of the general reaction of the 200 or more members of the 
society who were present at the luncheon, both Japanese and 

American. 
5. Following from Dooman: 

The members of the staff had been asked to observe carefully the 
Japanese present at the luncheon while the speech was being delivered 
and to elicit comment from Japanese afterwards. Although the ad- 
dress took 40 minutes to deliver it was noticed that the entire audience 
followed it intently. In view of the strong and protracted applause 
after the conclusion of the address, the fact that there was no ap- 
plause during delivery indicates how closely the address was followed. 
Only one Japanese left the room during the address and he is a retired 
army officer. About 20 Japanese were approached by us after the 
luncheon and the comment made in every case was one of enthusiastic 
approbation. Among those made to me by Japanese were: “The most 
courageous speech I have ever heard”; “a splendid speech which will 
clear the air”. ‘The American members of the society were emphatic 
in their support of the address and many expressed gratified relief 
that the entire scope of problems arising out of American-Japanese 
relations had been presented to the Japanese people for the first time 
in a clear and precise form. 

GREW
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1238G861/822 : Telegram a 

The Ambassador in Japan (Grew) to the Secretary of State 

Toxyo, October 23, 1939—6 p. m. 
[Received October 23—9 : 32 a. m.] 

542. 1. A highly placed Japanese in whom we place entire confi- | 
dence informed me today that my address before the America—Japan 
Society has left a profound and lasting impression in the highest 
quarters. He said that the Emperor’s personal advisers including 
Yuasa (Lord Privy Seal), Matsudaira (Minister of the Imperial 
Household), and Makino, and the opposite factions and Minister of 
War can be regarded as a group which will work actively for the 
elimination of specific Japanese measures and acts injurious to Amer- 
ican nationals and their interestsin China. | 

2. My informant confirmed our belief that the prevailing thought 
here had been that a condition might arise (the participation of the 
United States in the European War) when the same tactics which are 
being employed with success against Great Britain could be employed 
against the United States, that is, the removal of stopping of such 

_ Specific Japanese measures and acts could be put to profitable use 
in the direction of securing modification of the American attitude and 
policy vis-a-vis the Chinese Government. (This point of view is 
boldly put forward today in two press articles quoted in our 548, 
October 23, 7 p. m.*) 

He said that the Minister of War had recently begun to argue 
against the pursuit of the course above described; and that my speech 
had given great weight to the arguments of the Minister of War and 
of those who think as he does and for this reason could not have been 
better timed. My informant warned me against assuming that there 
would be such modification of basic Japanese objectives in China as 
to bring about in the near future the removal of fundamental differ- 
ences between the United States and Japan in respect of principles 
and policies. It was, however, felt here that the imminent danger in , 
American-Japanese relations arises out of the resentment and anger 
in the United States which are being caused among other considera- 
tions by specific Japanese measures and acts injurious to American 
nationals and their interests in China; and that, if what might be 
termed the emotional element causing the tension in those relations 
can be removed, there will be time available for discussion and eventual 
solution of the basic issues. 

3. My informant was highly complimentary of the manner in which 
the release in Japan of the text of the address had been handled. He 
said that it is being widely read and studied. 

Grew 

* Not printed. 

278040—55——-38
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711.94/1822 : Telegram an 

The Secretary of State to the Ambassador in Japan (Grew) 

| Wasuineton, October 24, 1939—6 p. m. 

| 326. Your 548, October 23, 7 p. m.2 With reference to indications 

| in the press articles quoted by you that the Minister for Foreign Affairs 
expects to engage in informal talks with you looking toward an adjust- 

ment of Japanese-American relations, I was asked various questions 
in regard to this matter at my conference on October 23 with press 
correspondents. I said in reply to specific questions that I had noth- 

ing more in mind by way of comment than the correspondents would 

have in mind in regard to the projected talks mentioned; that I had 
| nothing new on whether the Japanese intended to take up the question 

of a possible new treaty; and that there was nothing that I could say 

which would be helpful in regard to the possibility of there being 

negotiated a modus vivendi. 

Should the Foreign Minister bring up with you the subject men- 
tioned in the first sentence of the foregoing paragraph the Department 

relies upon your judgment and your knowledge of the general atti- 

tude of this Government in regard to questions underlying American- _ 

Japanese relations as to what you should say in the presence of such 

an approach. The Department feels, moreover, that, as it is Impos- 

sible to anticipate the form which such an approach might take, it 

| would be impracticable for it to endeavor to formulate precise instruc- 

tions in advance. Should the Minister for Foreign Affairs bring up 
the question of a new commercial agreement, it might be advantageous 

for you to be in position to say that you are without instructions, and 

the department suggests that you may wish to indicate to the Foreign 

Minister that you must refer that matter to your Government for its 

consideration. 
HULt 

711.942/308 

Memorandum by the Adviser on Political Relations (Hornbeck) of a 
Conversation With the French Ambassador (Saint-Quentin) 

[Wasuineton,]| October 27, 1939. 

Subject: Inquiry regarding this Government’s intention in connection 

with the termination of the treaty with Japan of 1911 and the 
question of negotiating a new treaty. 

The Ambassador called at his request. He made inquiry as indi- 

cated in the subject entered above. I said that this Government's 

thought had been indicated in the text of the notification given to 

*Not printed.
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the Japanese Embassy on July 26 and in statements which the Secre- 
tary of State had made in reply to many inquiries, statements to the 
eifect that future action will depend on future developments. I said 
that there seems to be anxiety in a number of quarters as to what 
the situation may be when the treaty is terminated; that this anxiety, 
while it of course has some bad effects in some quarters, is apparently 
having some good effects in some other quarters; that we are watching 
all developments; that we of course do not expect to go on forever 
without having a new treaty; that trade exists, generally speaking, 
before treaties are made and trade continues after treaties are termi- 
nated; that, if there is neither concluded a new treaty nor enacted 
new legislation before January 26 next, the one definite and certain 
eifect of the termination of the treaty will be the freeing of the hands 
of the American Government from the restricting obligations of the 
treaty; and that I am not in position to predict what may happen 
before that date, or after that date, either in the Far East or in this 
country. 

There followed some general discussion of the situation in the Far 
East. 
Toward the end of the conversation, I asked the Ambassador | 

casually whether he had had anything new from his Government on . 
the subject of the foreign armed forces in China.2 The Ambassador 
said that he had had nothing whatever. I made the observation 
that there have been indications during recent weeks of a tendency | 
on the part of the Japanese to relax their pressure upon foreign in- | 
terests in China. I said that we felt inclined to take to ourselves | 
some credit for this fact. I mentioned expressly our having let be | 
known that we do not intend to withdraw our armed forces from 
any of the points at which they have been and now are stationed in 
China. I indicated that I assumed that the French Government was 
not overlooking and would give due consideration to these facts. 

Stanutey K. Horneeck 

711.94/1327 : Telegram 

The Ambassador in Japan (Grew) to the Secretary of State 

Toxyro, October 30, 1939—7 p. m. 
[Received October 30—9: 37 a. m.] 

561. Our 560, October 28, 7 p. m.* 
1. Discussion in articles in the vernacular press in regard to the 

holding of conversations between the Foreign Minister and myself 
continues. It is taken for granted that the conversations have already 

* See also pp. 232-330, passim. 
‘ Foreign Relations, Japan, 1931-1941, vol. u, p. 30.
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been arranged and that there is nothing to do but to set the date. 

Kato, the new Ambassador at Large to China, is reported to have been 

ordered, while en route to his post, to return to aid in the preparations 

now said to be taking place. 
[Here follows report of Japanese press views. | . 
4, Attoday’s press conference the Foreign Office spokesman * denied 

that Japan had any intention at the present time of initiating dis- 
cussions with Great Britain or the United States and described arti- 
cles to that effect in the vernacular press as “pure imagination”. | 

While the Foreign Minister may see Mr. Grew this week, the meeting 

will not be for the purpose of formal negotiations, the spokesman 

said. He added that forecasts in the Japanese press that the opening 
of the Yangtze and Pearl rivers would be offered to the United States 
by the Japanese Government as a guid pro quo for a new commercial 

treaty were absurd. The spokesman said that the press had ignored 

completely the most important factor in the clarification of the present 

situation, the establishment of a new central government in China 

at an early date. The Foreign Office informed us, in reply to a 
request for elucidation of Suma’s statement summarized above, that 

the holding of an ad hoc conference or series of conversations for the 

| settlement of outstanding American-Japanese issues is not contem- 
plated; that it had to be assumed that such questions would be dis- 
cussed at some future time; and that when they were discussed they 

| would be taken up in normal way through the usual diplomatic 

channels. ’ 
| Copies by airmail to Shanghai, Peiping. Shanghai requested to 

repeat to Chungking by naval radio. 
Grew 

711.942/336 

The Ambassador in China (Johnson) to the Secretary of State 

No. 2337 | Perrine, November 2, 1939. 

[Received November 29. | 

Sm: I have the honor to report that, since the announcement by the 

State Department in July of intention to terminate the 1911 Treaty 

of Commerce and Navigation between the United States and Japan, a 

number of American citizens in the occupied areas, particularly mis- 
sionaries residing in the interior, have expressed to the Embassy some 
apprehension over their safety and welfare in the event that, after 
the expiration of the treaty, the United States should take action 
which might arouse ill-feeling against Americans among Japanese 
military and civilians in the occupied areas. This apprehension has 

5 ta Zakichiro Suma, former Counselor of the Japanese Embassy in the United 
es.
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been more evident since the recent speech delivered by Ambassador 
Grew at Tokyo.* The Americans who have brought this matter to 
the attention of the Embassy stated that they were in thorough agree- 
ment with the policies of the United States Government, but several 
of them, and especially those with families in the interior, have ex- 
pressed the hope that, if possible, they be given some notice by the 
American authorities if any measures are contemplated by the United 
States Government which might arouse strong anti-American feeling 
among the Japanese in the occupied areas. — 

The Americans in question have been informed that while, of 
course, no assurance could be given that Americans would receive 
prior notice of measures by the United States Government, the State 
Department was no doubt giving full consideration to all phases of 
the situation in the Far East, and, in particular, to the welfare and 
safety of American citizens. | 

Respectfully yours, For the Ambassador: 
| Frank P. Lockuarr © 

711.94/1334 : Telegram 

Lhe Ambassador in Japan (Grew) to the Secretary of State | 

Toxyo, November 4, 1989—9 p. m. 
[ Received November 4—1 : 30 p. m.] 

574, 1. In my conversation today with the Foreign Minister? the 
procedure set forth in paragraphs 4 and 5 of my 562, October 31, 2 
p. m.® was closely followed. In addition to the two documents men- 
tioned I left with the Minister a chronological statement of our written 
representations to the Japanese Government since the commencement 
of the present hostilities in China showing which of those representa- 
tions have been answered and which have not been answered. A 
prefatory page states that this list does not necessarily present a com- 
plete accounting of instances in which American citizens or American 
rights or interests have suffered interference, discrimination, indigni- 
ties or damage as a result of Japanese activities. The recapitulation 
shows that of 382 representations made 256 have not been acknowl- 
edged. I pointed out to the Minister that not all or many of the 116 
replies received could be regarded by us as satisfactory. In the case 
of 10 representations replies were not necessarily required. I re- 
quested the Minister to be good enough to read all of these documents 

) in order to obtain a clear picture of the situation. 

*On October 19, Foreign Relations, Japan, 1931-1941, vol. u, p. 19. 
"See the Ambassador’s memorandum of November 4, ibid., p. 31. 
* Not printed.
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9. In the course of my presentation I said that in my opinion the 
coming months might be irregular in American-Japanese relations and 
I urged with all earnestness that steps be promptly taken to implement 
the assurances repeatedly given by the Minister’s predecessors that 
American rights and interests in China would be respected. 

3. The Minister many times read from a document presumably 
prepared by his staff. He expressed regret for the delay in receiving 
me which was due to the fact that he had only recently taken office and 
had been obliged to familiarize himself with the problems thereof. 
He spoke pleasantly of my work during the past 7 years in the interests 
of Japanese-American relations and of the report of my recent visit 
to the United States as expressed in my speech October 1 [19] before 
the America—Japanese Society. He said that he fully shares my de- 
sire for better relations between our two countries. He said that in in- 
ternational relations both sides must have full appreciation of the 
standpoint and views of each other. Both the United States and 
Japan are stabilizing influences in their respective regions and he re- 
alizes that both desire to remain apart from the disastrous effects of 

the European war. Oo 
4, The Minister said that there appears to be a misunderstanding on 

the part of the United States that Japan intends to drive American 
interests out of China. I replied that quite apart from any future 
intention the fact remains that American interests are being driven 
out of China. The Minister observed that American assistance in the 
reconstruction of China is going to be absolutely indispensable. 

5. The Minister requested us to bear in mind the following points: 

(a) Japan is engaged in warfare on a scale unprecedented in 
Japanese history and great stakes including the expense of many lives 
and much treasure are involved. Japan’s paramount object is to con- 
vert an anti-Japanese China into a China sympathetic to Japan. In 
the Minister’s personal opinion Japan and China must live in good 
neighborhood and prosper in a common way. If third powers help 
China to antagonize Japan, stabilization will be impossible. 

(0) The Minister expressed the hope that the United States will 
give better appreciation of the extent to which the Japanese authori- 
ties in China are endeavoring to protect American property in China. 
They are doing their best under abnormal and difficult conditions. 
The United States is evidently not satisfied but the Minister hopes to 
give concrete facts of the care taken. This referred to bombings and 
other encroachments. I mentioned the subject of Japanese monopo- 
lies. The Minister said he thought that such monopolies were set 
up purely for purposes of price control. 

6. At the end of the conversation the Minister said that he was now 
discussing these various matters with his colleagues in the Cabinet 

and with the Prime Minister. 
7. We then agreed on a communiqué to the Japanese press stating 

simply in effect that we had explored the field of Japanese-American
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relations in a mutually constructive spirit. He, however, authorized 

me to tell the American press correspondents that I had presented the 

American point of view in general and in detail. This was done. 
| GrEw 

711.94/1335 : Telegram . 

The Ambassador in Japan (Grew) to the Secretary of State 

Toxyo, November 6, 1939—6 p. m. 

| | [Received November 6—7: 58 a. m.] 

581. The Foreign Office spokesman at his regular press conference 

with the foreign correspondents today, referring to reports in the 

American press that threats of economic pressure by the United States 

upon Japan had been implied by me in my conversation with the For- 

eign Minister on November 4, stated that no threats of any kind had 

been raised by either of the participants in the conversation. The 

spokesman also denied again newspaper reports that the conver- 

sation was the first of a series looking toward the adjustment of Japa- | 

nese-American relations or that any formal negotiations with the 

United States were under contemplation. 

By air mail to Shanghai, Peipng. Shanghai requested to repeat to 

Chungking by naval radio. 
| - Grew 

711.94/1338 : Telegram 

The Ambassador in Japan (Grew) to the Secretary of State 

| Tokyo, November 8, 1939—9 p. m. 

[Received November 8—11: 35 a. m.] 

584. At press conference this morning, Suma, new Foreign Office 

spokesman, is reported by the press to have asserted to foreign corre- 

spondents that “Japan will not be able to remain indifferent” if the 

Vinson proposal for a greatly enlarged American Navy,’ is approved 

by the Congress. Although declining to elaborate on this statement, he 

explained that inasmuch as the measure has not yet passed “the stage 

of a proposal it does not yet constitute a stumbling block to the im- 

provement of amicable relations between the two countries.” 

Answering a question at the same conference regarding the reported 

predictions of Senator Pittman that the Congress would pass an em- 

bargo on exports to Japan unless American-Japanese relations im- 

proved before the expiration of the Treaty of Commerce, Suma stated 

that the matter is not new as the Senator has been talking of such 

°H. R. 4278 introduced February 17 by Representative Carl Vinson, of Georgia ; 
Congressional Record, vol. 84, pt. 2, p. 1568.
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| an embargo for a long time, and referred in that connection to a 
| warning attributed to Senator Vandenberg, who, he said, represented 

not only the Republican Party but also the sentiment of important | 
business leaders, that it would constitute a provocation to J apan. 
Suma went on to say that the attitude in Japan now is to maintain as 
amicable relations as possible with the United States but stated that if 
the embargo talk evolves into a law there is fear of its impairing rela- 
tions between the two countries, as he believed that an embargo would 
be interpreted by Japan as provocation on the part of our Government. 
He then repeated the familiar thesis that issues between J apan and 
third powers are due to the abnormalities and large scale hostilities in 
China and that “the establishment of the new central government in 
China would do much to clarify the situation in East Asia.” 
Suma informs the correspondents that no arrangement had been 

made either for a second talk between the Foreign Minister and my- 
self,” or for a resumption of Anglo-Japanese negotiations regarding 
the Tientsin issue. | 

Grew 

| 711.94/1848: Telegram . 

Lhe Ambassador in Japan (Grew) to the Secretary of State 

Toxyo, November 21, 1939—6 p. m. 
[Received November 21—10: 12 a. m.] 

615. 1. I had last week a long conversation at his initiative with 
the Japanese gentleman mentioned in Department’s 414, December 
14, 11 a. m., 1938," on the subject of American-J apanese relations. In 
his own interest, n. b., not for reasons of his own personal safety, it 
is highly important that his name be omitted from the cabled records. 
In the Embassy’s records I am referring to him as “Mister X”. 

2. We discussed in its broad aspects the problem of restoring 
American-Japanese relations, the position which I took being sub- 
stantially along the lines of my address of October 19. Following 
this conversation he presented to me through a trusted mutual Ameri- 
can friend a proposition of which the following are the salient 
features: 

(a) Although Japan’s special relations with Germany and Italy 
have been greatly spent, there are still some people who believe that 
Japan’s interests require that a J apanese-German-Soviet axis be de- veloped and are working hard in that direction. On the other hand, 
there are compelling reasons for J apan to proceed as quickly as pos- sible toward associating itself on terms of mutual friendship and 

For report of first conversation, see telegram No. 574, November 4, 9 p. m., from the Ambassador in J apan, p. 593. 
“Not printed; the J apanese mentioned was Yoshisuke Aikawa, head of the Japan Heavy Industry Co. at that time.
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confidence with the United States and Great Britain. In Mr. X’s view the most practicable method of bringing about that desired — relationship with the democratic powers would be through the setting up of some plan of economic and financial cooperation between Japan, on the one hand, and the United States and Great Britain on the 
other. 

(6) He believes that the army is looking for some tangible and plausible excuse to retire from China with a minimum loss of face. A plan of economic cooperation with the United States would furnish such excuse. He is convinced that the principle of the Open Door can be firmly established and that on such a basis, together with adequate guarantees and security, it would be practicable to work out some specific plan combining both economic and political features. Such features would on the one hand provide satisfactory assurance with regard to principle of equality of opportunity and on the other hand would provide the American financial support necessary for the de- velopment of China. To discuss this question he seeks encouragement to proceed promptly to Washington. 

38. Mr. X sent word at the same time that he was about to leave | for Manchuria and wished to have an expression of my opinion before 
his departure. I returned a message through the above named chan- 
nel that a condition which would permit of consideration of his view 
does not now exist; that I could not predict when such a condition 
would come about; and that I could not encourage any optimistic 
expectation with regard to character of my reply if and when made. 

4. A full report will go forward in the pouch leaving today.2 In 
order that the Department may consider this matter in correct per- 
spective on the basis of the brief description above presented, it should | be recalled that Mr. X has close connections with the Government 
through the large quasi-official companies which have been placed 
by the army under his control. He has furthermore endeavored to 
convey to me the impression that he is in close touch with the Govern- 
ment which he says is at present “floundering” and earnestly seeking 
a way out of the China imbroglio. 

GREW 

711.94/1349 : Telegram 

Lhe Ambassador in Japan (Grew) to the Secretary of State 

Toxyo, November 21, 1939—9 p. m. 
[Received November 21—1 : 08 p. m. | 

616. 1. A highly placed Japanese has called on me twice within 
the past few days immediately after seeing the Prime Minister and 
in anticipation of a further interview with Prime Minister shortly. 
He said that the Prime Minister is profoundly anxious to improve 

* Not printed.
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Japanese-American relations but that “he does not know what to do”. 

He would like to open the Yangtze to American navigation and trade 

but such a step had been found to be strategically and practically 

difficult at the present time. My informant asked what other step 

or steps could be taken which would help to change the anti-Japanese 

atmosphere in the United States. He added that many influential 

Japanese, some of whom he named, were equally anxious to conciliate 

the United States and were actively studying the question, but that 

they also “did not know what to do”. 

9. My informant then informally approached what was on their 

part the main purpose of his two visits. He said it was felt by his 

friends, presumably including the Prime Minister, that our Govern- 

ment should meet Japan half-way by taking steps which would 

strengthen the hand of the Japanese Government and facilitate its 

efforts towards improving relations with the United States. These 

friends were seriously worried at the prospect of a possible treatyless 

situation between the two countries. What could be done to open 

negotiations for a new treaty! 

3. In reply I said that this question had not been broached to me 

officially and that if it should be broached 1 could only take it 

under reference. I mentioned the Secretary’s announcement at the 

time of the denunciation.“ I then talked at length in regard to ques- 

tions underlying American-Japanese relations along the lines of my 

speech of October 19 and my interview with the Foreign Minister on 

November 4, adding my comment to the following effect: The settle- 

ment of a few individual issues and incidents while gratifying will 

in itself by no means serve to place American-Japanese relations on a 

firm footing especially as new issues and incidents in derogation of 

American legitimate rights and interests in China are arising almost 

daily. Several of these new issues and incidents I mentioned specifi- 

cally by way of illustration. I said that the opening of the Yangtze, 

while important, would meet only one issue among many issues. Cer- 

tain fundamental differences in our respective points of view would 

have to be solved before our relations could be placed on a firm basis. 

In the meantime the American Government and people would expect 

something more than pious assurances of intention with regard to 

Japanese support of the principle of equal opportunity in China, 

in other words they would desire concrete evidence of progressive 

abatement in the present system of a closed economy in large areas 

in China working exclusively in Japanese interests. I furthermore 

suggested that the Prime Minister might wish to call for the documents 

left with the Foreign Minister on November 4 and to study them. 

1% Hor the Secretary’s press conference statements, See Department’s telegram 

No. 223, July 27, 6 p. m., p. 561.
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4. While I have had many recent similar talks, the foregoing con- 
versations are reported at this considerable length because I have no 
doubt that my visitor was exploring the situation informally but 
directly on behalf of the Prime Minister himself. : 

GREW 

711.94/1359 : Telegram | 

Lhe Acting Secretary of State to the Ambassador in Japan (Grew) 

Wasuineron, November 22, 1939—7 p. m. 
867. In view of reports appearing in the American press that 

preliminary conversations are taking place at Tokyo looking toward 
the negotiation of a new commercial treaty and that you are “fully 
acquainted with the concessions” which this Government would make, 
I read at my press conference today the statement quoted below, saying 
that I was making the statement for the purpose of clarification in 
view of confusion which seems to exist with regard to the problem of 
relations between the United States and Japan. | 

“The American Ambassador in Tokyo is, and has been over a period 
of many years, constantly in communication with the J apanese For- ! 
eign Office on the subject of relations between the United States and , 
Japan and problems which arise in connection therewith. 

There are not going on either in Tokyo or in Washington negotia- 
tions in regard to commercial treaty relations between the two | countries. | 

This Government has not instructed Ambassador Grew on the. | 
subject of any specific feature of possible future treaty relations. 

The Government of the United States has repeatedly made clear 
that such matters will depend upon developments. 

This Government is, of course, giving attention to every develop- 
ment and every fact bearing upon relations between the two countries 
and known to it, and is carefully studying all angles of the various 
problems presented.” 

Copies of the statement were subsequently supplied to the press. 
WELLES 

711.94/1355 : Telegram 

Lhe Ambassador in Japan (Grew) to the Secretary of State 

Toxyo, November 27, 1939—noon. 
[Received 2: 05 p. m.] 

633. Our 615, November 21, 6 p. m. 
1. On November 24 Dooman had a conversation lasting 4 hours 

with the Japanese to whom I have referred as Mr. X. Dooman ex- 
plained that American interest in China is not confined to economic
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and cultural fields but includes, along with treaty rights and interests, 

a lively sympathy and concern in the desire of the Chinese. people 

for a stable form of government capable of resisting encroachment 

from whatever direction. He made it clear that it would be illusory 

to expect that American capital would be forthcoming for the develop- 

| ment of the occupied areas in China by the Japanese primarily if not 

exclusively for their own benefit.’ | 

9. At the conclusion of the conversation Mr. X said that he realized 

that there would be little if any possibility of his proposition being 

favorably considered in American official circles but that nevertheless 

he might decide to visit the United States if such visit were not 

likely to be productive of harm. GREW 

711.942/327 : Telegram 
. 

The Ambassador in Japan (Grew) to the Secretary of State 

Toxyo, November 27, 1939—/ p. m. 

) [Received November 27—1: 10 p. m.] 

630. 1. Members of my staff and I have recently held informal 

talks with well informed Japanese, including officials, on the problem 

of improving American-Japanese relations in anticipation of the ap- 

proaching expiration of the treaty of commerce and navigation. 

| The recurrence of certain thoughts in the statements of these Japanese 

is probably significant in the sense that these thoughts can be corre- 

lated with certain definite facts and worked out as a program to be 

followed out by the Japanese Government. We have arranged these 

thoughts and facts in some form of logical sequence with a view to 

forecasting to some degree the course which the Japanese Government 

will try to set, as follows: 

(a) The issues between the two countries fall into two categories, 

the first being those which directly involve American nationals in 

(hina and American economic, financial, and cultural interests, while 

those in the second category comprise problems which although less 

directly affecting American material interests are fundamental in 

character. Most of the issues of the first kind can be adjusted, that is 

to say, bombings of American properties can be stopped, interference 

with American business can be eliminated, et cetera, and there can be 

brought about a condition of which it might be said that American 

tangible interests and rights were being respected. If however, the 

restoration by Japan of conditions reconcilable with all the principles 

established under the Nine Power Treaty * is to be a condition prece- 

dent to the negotiation of a new commercial treaty, the possibility of 

4The Department’s telegram No. 381, November 380, 5 p. m., approved the 

Ambassador’s effort “to discourage the proposal made to you”. 

5 Signed at Washington, February 6, 1922, Foreign Relations, 1922, vol. I, p. 276.
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Japan meeting any such condition, must be ruled out, for the reason 
that the evacuation of the areas and other measures necessary to give 
effect to the principles of respect for China’s territorial and adminis- 
trative integrity can not be a practicable proposition until the new 
regime to be set up under Wang Ching Wei ** is able to stand on its own 
eet. 

(6) As it was the United States that took [the initiative?] to ter- 
minate the present commercial treaty, Japan looks to the United 
States to initiate the negotiation of a new treaty. The Japanese never- 
theless recognize that it is Japan which created the conditions which 
made necessary the terminating of the present treaty and Japan is 
therefore prepared to go as far as possible toward removing those con- . 
ditions. With that end in view a vigorous effort will be made to settle 
the outstanding specific issues. 

An Interdepartmental Commission to pass on claims has already 
been set up and is now functioning, stringent measures are being taken 
to prevent bombings and other depredations on American nationals 
and property and cases of interference with American commercial 
activities are to be adjusted. | 

(c) With reference to the expressed readiness of the American 
Government to consider proposals looking toward the revision by 
agreement of the Nine Power Treaty, the Japanese Government can- 
not agree to revision of the treaty by the conference method for the 
reason that those countries party to the treaty with unimportant 
interests in China would have as much voice as the Great Powers and 
having little at stake and no responsibilities would be obstructive of | 
any agreement. The possibility is, however, under contemplation of 
there being opened preliminary bilateral negotiations with the United 
States, France and Great Britain respectively with a view to the 
holding of a conference at some future time to give effect to any agree- _ 
ment which might result from such negotiations. These negotiations, 
nevertheless, can not be initiated until such time as conditions involv- 
ing the tangible interests of the foreign powers are substantially 
repaired, thus placing Japan in a better position to meet any new 
and important violation of the Open Door. 

(zd) There is little likelihood that the Japanese Government will 
clarify its position until after the Wang central regime has been 
set up and the relations between that regime and the Japanese Govern- 
ment defined. The Japanese Government does not expect that the 
American Government will recognize that regime as the Government 
of China, but it hopes that in view of the extent of the [apparent 
omission] which is to be controlled by the regime, has brought Amer- 
ican interests therein and the substantial number of American gov- 
ernmental agencies in that area, there can be some working arrange- 
ment with that regime in connection with the problems which are 
bound to arise in connection with the customs, currency, et cetera. 

2. I am sending today a number of telegrams each bearing in vary- 
ing degree on the subject of this message. A subsequent telegram 
presents phases of considerations which arise out of this material. 

GREW 

* Former Deputy Leader of the Kuomintang (Nationalist Party), who deserted 
Chungking in December 1938.
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711.942/331 ; Telegram 

The Ambassador in Japan (Grew) to the Secretary of State 

| | Toxyo, November 28, 1939—2 p. m. 
[Received November 28—8: 50 a. m.] 

634. My 630, November 27, 7 p. m., second paragraph. — 

1. In the various informal talks which we have had at the Foreign 

Office and with Japanese close to the Government, who have expressed 

anxiety with regard to a possible treatyless situation, we have been 

— emphasizing in every possible way that time presses and that before 

the current treaty of commerce and navigation expires there must be 

substantial and measurable improvement in Japan’s attitude toward 

American rights and interests before the question of new negotiations 

can profitably be approached. As indicated in our 680, there exists 

some realization of Japan’s responsibility for having created a condi- 

tion which led the United States to take action toward terminating | 

: the treaty, while the recent marked decrease in the volume of telegrams 

from China offices reporting bombings of American properties and in- 

terference with Americans evidences to some degree the effectiveness of 

measures which the Japanese state are being taken to improve condi- _ 

tions. However, such progress as has been made along these lines is, as 

I am pointing out to Japanese, for the most part negative in character 

and there has been a discouraging lack of initiative toward following 

a course in China sufficiently mindful of American interests to allow 

the United States to consider negotiations looking toward a new treaty. 
Although we have pointed out that the establishment of the proposed 

Wang Ching-wei regime would further complicate matters by the in- 

jection of a new issue, the Government seems to be unwilling to clarify 

its position with regard to American and other foreign rights in China 

until that regime has been set up. 
2. On the other hand reported statements by Senator Pittman and 

other prominent persons forecasting the granting by Congress of 
authority to the President to impose embargoes on Japan are also hav- 
ing a discouraging effect. Threats of this character and the disap- 
proval expressed by Senators Borah” and Vandenberg of the impos- 
ing of embargoes have respectively excited the extremists and lent them 
encouragement and those reported utterances are equally contributory 

toward increasing the confusion which exists with regard to relations 
with the United States. Such confusion and the resulting pessimism 
afford fruitful ground for the thriving of inducements which the 
Soviet Union, supposedly abetted by Germany, is believed to be hold- 
ing out to Japan. 

™ Ranking Republican member of the Senate Committee on Foreign Relations.
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8. The course which appears to be advocated by Senator Pittman 
and others appears to be to vest the President with power to impose 
embargoes before any move is made toward negotiating a new treaty. 
If this is the course which is eventually followed (without regard to 
any concrete and substantial improvement made by the Japanese Gov- 
ernment in the conditions which admittedly brought about the notice 
of termination), I can only foresee a progressive deterioration in rela- 
tions. This country is not in a position nor in a mood which will 
permit it to retreat under threats. There is a great deal to be said for 
embargoes as a punitive measure but if they are imposed there must be 
adequate preparation for their logical and almost inevitable conse- 
quences. On the other hand if they are to be imposed as a corrective 
measure the conditions under which they are laid down should be such 
as to enhance the probabilities of effectiveness. 

4, Assuming that it would be our objective to bring about a cor- 
rection of existing conditions before considering penalties, I respect- 
fully submit for your consideration the need for determining (if that 
has not been done) the minimum conditions to be fulfilled by Japan as 
a condition precedent to the opening of negotiations for the regulating 
of American-Japanese commercial relations. If those conditions are 
fulfilled, I would recommend that some trade arrangement be com- 
pleted as a manifestation of American desire to bring about an adjust- 
ment of relations, and that ratification or other implementation of 
such arrangement be withheld pending further evidence of both will- 
ingness and capacity on the part of Japan to safeguard American 
rights and interests in China. I believe that the psychological effect 
of such a gesture, even if it were found possible in the meantime to 
start negotiations without necessarily bringing them to an early con- 
clusion, would exert a powerful and salutary influence in Japan. The 
question of holding in abeyance implementation of the Pittman resolu- 
tion, should that proposed resolution pass the Senate, would obviously 
then depend upon developments. 

5. As the Department is aware, I am not prone to paint problems in 
sensational colors. Nevertheless, the prevalent pessimism with regard 
to the possibility of meeting American conditions, the diminishing 
prospects of an early conclusion to the China conflict, and the prospects 
of diverting to China the military resources which would be released 
by even a temporary arrangement with Russia are factors which should 
be dealt with clearly and resolutely if the situation is to be kept 

from deteriorating beyond repair. 
6. To sum up I feel very strongly that if and as there emerges con- 

crete evidence of a desire and intention on the part of the Japanese 
Government to improve Japanese-American relations by progressive 
steps having considered at least some of our outstanding controversies 
in China, it will be the recommended part of wisdom to encourage
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| such a trend by offering evidence of admitted desire on our part for 
a concrete improvement of relations, thereby removing from the ex- 
tremists the argument now prominently advanced that friendship with 
the United States is impossible. Our position is obviously that the 
present parlous state of Japanese-American relations is due to Jap- 
anese action and that the onus lies squarely upon Japan. My point 
however is that favorable results can more readily be achieved by 
such steps on our part as will tend to facilitate Japan’s efforts to im- 
prove those relations provided that Japan indicates the will and the 
intention to proceed in that direction. | 

7. The fear of isolation furnishes a powerful argument to those in 
Japan who are now advocating a rapprochement with Soviet Russia. 

GREW 

711.94/1396 

The Ambassador in Japan (Grew) to the Secretary of State* 

No. 4359 | Tokyo, December 1, 1939. 
[Received January 10, 1940.] 

Sir: A Japanese recently remarked that what Japan most needs at 
present is a statesman of the calibre of Prince Ito. No such figure, alas, 
has emerged nor is likely to emerge, and through lack of strong states- 
manship Japan is bound to suffer. The Government is weak and is 
“floundering”. Yet to control and unify the heterogeneous forces in 
Japan today would require a statesman of almost superhuman ability. 

The crux of Japanese-American relations lies in the fact that while 
the Government is prone to give us soothing assurances, no individual 
or group in Japan is strong enough to bring about the full implementa- 
tion of those assurances. There is little doubt that the great majority 
of Japanese, both in the Government and out of it, who know anything 
about foreign relationships, want good relations with the United 
States, but they have yet to grasp securely the power of directing policy 
and taking measures in the effective way which alone can bring about 
good relations. International relations cannot thrive on mere pious ex- 
pressions of intention. I have told them this, and am steadily continu- 
ing so to tell them, but it does little good. The outlook for the future 
relations between the United States and Japan does not now appear 
to be bright. 

It is this outlook that now requires our most careful study and 
concern. 

* Sent also under date of December 21 to President Roosevelt as “excerpt from 
ey pvember diary” (Personal Papers of Franklin D. Roosevelt at Hyde Park,
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| Two Main Deswwrrata 

Before proceeding further with these observations, I wish to make 
clear the following point: my functions as American Ambassador to 
Japan, as I conceive them, and therefore the functions of the Embassy, 
involve two fundamental duties: first, the maximum protection and 
promotion of American interests in this field; second, the mainte- 
nance and furtherance of good relations between the United States 
and Japan. Even if and when these two duties are found to be in 
conflict, we are not relieved of either responsibility. Our efforts must 
be to endeavor to align, so far as may be possible, these two main 

_ desiderata. Our analyses and recommendations must keep both of 
these primary purposes constantly in view. It then of course devolves 
upon the Administration rather than upon the Embassy, in the light 
of larger policy, to determine the course to be followed by our 
Government. 

Aw Opgectrive APPROACH | 

_ Furthermore, in approaching this problem we must be guided 
by pure objectivity from which all elements of bias or prejudice, 
predilection or antipathy, sentiment or emotion must be carefully 
excluded. 

It is, then, in this spirit that I approach the problem. Whatever 
the thought present in the minds of many Americans who, like myself, 
regard the future of America in the Far East with many misgivings, 
there can be no place in my philosophy for the thesis delenda est 
Japonia. | 

PRINCIPLE VERSUS REALISM 

_ In shaping the future course of the United States in the Far East 
our Government, I believe, should have in mind two distinct con- 
siderations. First and foremost, the fundamental principles of our 

_ international policy which are based upon our own respect for legal 
commitments and our expectations of a similar respect on the part 
of other countries. Second, a sense of realism which takes cognizance 
of the existence of objective facts. When principle clashes with 
realism and when no way can be found to align them, then the ques- 
tion inevitably presents itself: to what extent, if at all, can we or 
should we seek adjustment by compromise? Should we ever com- 
promise between principle and realism? We have now attained the 
desired maximum of our own national entity as well as adequate 
national strength. International morality, including respect for legal 
commitments and permanent abandonment of force as an instrument 
of national policy, has become for us at once a watchword and a 
religion. 

The United States is solemnly (to use that somewhat overworked 
Wilsonian term) committed to uphold the principles of the Nine 

278040—55 39
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Power Treaty, primarily to uphold the territorial and administrative 
integrity of China and the Open Door. Therein lies the point of 
principle | 

On the other side of the picture, nothing in international affairs 
can be more mathematically certain (if anything in international 
affairs is ever certain) than that Japan is not going to respect the 
territorial and administrative integrity of China, now or in future, 
has not the slightest intention of doing so and could be brought to 
do so only by complete defeat. Observance in practice of the Open 
Door is and will continue to be a matter of degree governed by 
expediency, not by principle. Herein lies the point of realism. 

Can JAPAN BE Dereatep? 

Given the situation now existing in Europe, there does not now 
appear on the horizon the possibility of such a defeat being inflicted 
by any nation or by any set of circumstances, military, social, economic 
or financial. There may be temporary setbacks or a stalemate in the 
military field or even, over a course of time, under increasing Chinese 
pressure, what the military experts call “strategic withdrawal to pre- 
viously prepared positions”, in other words, withdrawal into 
North China the control of which was the primary purpose of the 
so-called “China Incident”; there may be financial and economic 
difficulties and depression; a pulling in of the belt; perhaps serious 
hardships; there may be increasing social unrest at home; but of an 
overwhelming debacle there is little present outlook. 
We have already drawn the Department’s attention to the beginning | 

of an inflationary movement in this country, and in a despatch now 
under preparation ** there will be discussed the further development 
of this movement as reflected in slower absorption of government 
bonds, a large increase in the paper currency, and mounting com- 
modity prices, along with far-reaching measures designed to control 
prices. Attempts to control the supply and demand of rice are causing 
wide agrarian unrest. It is our opinion, however, that even if worse 
came to worst there is realization that Japan has irrevocably commit- 
ted herself to the continental adventure and is determined to see it 
through. The majority opinion in the Embassy, which I myself 
share, does not believe that an American embargo, even if it covered 
all American exportation and importation to and from Japan, would 
bring about such a debacle as would cause the Japanese to relinquish 
their program in China. | 

Statisticians have proved to their own satisfaction, and will con- 
tinue so to prove, that Japan can be defeated by economic pressure 
from without. But the statisticians generally fail to include psycho- 
logical factors in their estimates. Japan is a nation of hardy warriors. 

” Not printed.
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still inculcated with the samurai do-or-die spirit which has by tradi- 
tion and inheritance become ingrained in the race. The Japanese 
throughout their history have faced periodic cataclysms brought 
about by nature and by man: earthquakes, hurricanes, floods, epidem- 
ics, the blighting of crops, and almost constant wars within and with- 
out the country. By long experience they are inured to hardships 
and they are inured to regimentation: Every former difficulty has 
been overcome. Estimates based on statistics alone may well mislead. 

“Tue New Onper 1n East Asta” 

During the months since my return from the United States I have 
carefully and thoroughly studied opinion in Japan, including opinion 
in the Government, the army, the influential elements in civil life, 
the business world and the masses, and on one issue that opinion can 
definitely be said to be unanimous: the so-called “new order in East | 
Asia” has come to stay. That term is open to wide interpretation, 
but the minimum conception of the term envisages permanent Japanese 
control of Manchuria, Inner Mongolia, and North China. In the 
army and among certain elements of the Government and the public 
the conception is very much broader; those elements would exert 
Japanese control throughout all of China, or as much of China as 
can now or in future be grasped and held, including the treaty ports 
and the international settlements and concessions. Control in Man- 
churia is already crystallized through the puppet state of “Man- 
chukuo”; control in Inner Mongolia is a problem for the future. It is 
hoped and expected here that control of North and Central China will 
be exercised by setting up the two regimes under Wang Kehmin » 
and Wang Ching-wei. These plans of course envisage long-term 

| and probably permanent Japanese garrisons to compel subserviency 
to Japanese interests. It would be difficult to find any Japanese who 
visualizes “the new order in East Asia” as less far-reaching than the 
foregoing minimum conception. 

The pill will be most carefully sugar-coated, and the Japanese 
are past-masters at sugar-coating their desiderata and intentions. 
They say, and many of them actually believe, that all this is being 
done to bring permanent peace to China in the interests of the incom- 
petent Chinese themselves; theirs is a “Holy War”. They also say, 
and many of them believe, that it is being done to prevent the spread 
of communism into Japan proper, thereby casting aspersions, it would 
seem, on the generally accepted ability of the Japanese police to 
control and eradicate “dangerous thoughts” within the country. They 
will tell you, and they do tell you, that once the Wang Ching-wei 
regime is firmly established and peace once more reigns among the 
bellicose Chinese who are themselves incapable of maintaining peace, 

* Head of the “Provisional Government” at Peiping.
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why, then, American interests will be fully respected, the Open Door 
and equal opportunity will flourish in the land and that everything 
will be serene. Only a little patience is needed until all this lovely 
dream gets stabilized as it is quite certain to do. We need not be 

| misled by these assertions. | | 

JAPAN’S FUNDAMENTAL DESIDERATA © 7 

We ourselves can epitomize Japan’s fundamental desiderata per- 
haps better than many Japanese can. They desire: | 

(1) Strategic protection against a future attack by Soviet Russia, 
particularly an attack on Manchuria. : | 

(2) Economic security through control of the raw materials in 
China which Japan herself does not adequately possess. Japan is 
economically vulnerable. | | oe 

(3) Eradication of both anti-Japanese and communistic activities 
and propaganda in China, especially in North China. | 

The Japanese extremists desire much more, but the foregoing de- 
siderata represent the fundamental and minimum purposes of Jap- 
anese aggression beginning with the Manchurian campaign in 19381. 

CAN THE JAPANESE Minirary Be Deprivep or Controu? 

To await the hoped-for discrediting in Japan of the Japanese army 
and the Japanese military system is to await the millenium. The 
Japanese army is no protuberance like the tail of a dog which might 
be cut off to prevent the tail from wagging the dog: it is inextricably 
bound up with the fabric of the entire nation; its ramifications are 
far too deep for any effective amputation, or any effective withering 
through discredit. Certainly there are plenty of Japanese who dislike 
the army’s methods; there is plenty of restiveness at the wholesale 
impressment of the able-bodied young men to fight in China, of the 
death and crippling of many, and of the restrictions and handicaps 
in every-day life entailed by the expenses of the campaign. But that 
the army can be discredited in the eyes of the people to a degree where 
its power and prestige will become so effectively undermined as to de- 
prive the army of its control or at least of its preponderant influence 
in shaping national policy is an hypothesis which I believe no one 
intimately conversant with Japan and the Japanese would for a 
moment entertain. It is reluctantly felt that the entertaining of 
such an hypothesis is unfortunately but unquestionably a case of the 
wish being father to the thought. Should any coup d’état occur in 
Japan through social upheaval, there is little doubt that it would 
immediately lead to a ruthless military dictatorship. | 

I have spoken of the heterogeneous forces in Japan, forces that even 
in the army itself are always present, pulling in varying directions; 
there are bickerings aplenty even among the different military com-
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mands in China itself; but on the point of determination with regard 

to “the new order in East Asia” one can say with conviction that the 

Japanese are unanimous. However sugar-coated the pill may be, that 

term means China for the Japanese; it means that whatever other 

foreign interests are to be tolerated (séc) in China, those interests are 

to be subject to Japanese control; it means that only the remnants of 

trade and business and commercial opportunity are to be dispensed 

after Japanese interests have acquired and enjoyed the lion’s share; 

and it means, above all, a continued flagrant breach of the Nine Power 

Treaty through violation of the provisions and principles of that inter- 

national commitment. | 

So here we find ourselves squarely faced with a problem which, 

from all present indications, is to be permanently with us: the prob- 

lem of principle versus realism. What are we going to do about it? 

| No Compromise Wir PRINCIPLE © 

First of all, I do not think that our Government can, should or will 

compromise with principle. Regardless of our past history, it 1s un- 

thinkable to me, and presumably unthinkable to the Administration 

and to the great majority of the American people, that in this day and 

age we should do so. We need not do so. Unless or until the provi- 

sions of the Nine Power Treaty are modified by “orderly processes” _ 

we should and must respect and honor our own commitments under 

that agreement. | 7 

Two GenERAL Courses Oren To THE UNITED STATES 

Granting a priori that this is our determined position, it appears 

that two general courses, neither of which involves compromise with 

principle, are open, each of them susceptible of modification as devel- 

opments might require. 
One course envisages complete intransigence. Unless and until 

Japan reorientates her policy and actions, both as regards her commit- 

ments under the Nine Power Treaty (until modified by orderly proc- 

esses) and her respect of American rights and interests in China, we 

would refuse to negotiate a new treaty of commerce and navigation 

and would, if public demand in the United States calls for it, impose 

an embargo next winter. 
This course would set Japanese-American relations moving on a 

downward slope to a point from which it would be difficult to bring 

them back to normal for a long time to come; a treatyless situation, 

with its attending handicaps to Japanese trade, would start the move- 

ment; the imposition of an embargo would greatly accelerate it. 

The other course, after endeavoring to consider the situation and 

outlook from all angles, I believe is in our own interests now and, so 

far as we can foresee the future, the wiser one to follow. We would
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say to Japan: “The United States concedes no right and recognizes 
no compromise with respect to the provisions and principles of the 
Nine Power Treaty. We, however, desire so far as feasible to main- 
tain good relations with Japan. We await progressive implementa- 
tion of your assurances that American rights and interests in China — 
will be respected, not only in negative ways, such as cessation of the 
bombings of American property, indignities to American citizens and 
the more flagrant interferences with American business and trade, but 
also in positive ways through the presentation progressively of con- 
crete evidence that American commercial, cultural and other rights 
and interests are not to be crowded out of China by Japanese meas- 
ures as hitherto has appeared patently to be intentional. As soon as 
some definite start is made in presenting concrete evidence to the fore- 
going effect, we, for our part, with a view to facilitating the efforts of 
the Government in Tokyo to further such a program, will enter into 
negotiations for a new treaty of commerce and navigation and con- 
currently for a modus vivendi of limited duration to tide over a 
treatyless situation, it being clearly understood that the ratification 
of such a treaty will depend upon future developments, namely, the 
progressive implementation of such a program. In the meantime, also 
depending upon developments, we will endeavor to hold in abeyance 
the question of imposing an embargo against J apan. Such an effort 
will obviously depend upon American public opinion and public de- 
1nand which, in turn, will depend in large measure upon the character 
of the concrete evidence presented by the J apanese Government that 
the desired program is being faithfully carried out. As for the Nine 
Power Treaty, we shall meanwhile confidently await a favorable mo- 
ment for a reconsideration of the provisions of that treaty through 
orderly processes.” | 

How Swart We Meer tue Coming Crisis? 
Within the next two months we are coming to a crisis in J apanese- 

American relations, to a possible parting of the ways. One way points 
straight down hill. A treatyless situation plus an embargo would exas- 
perate the Japanese to a point where anything could happen, even 
serious incidents which could inflame the American people beyond 
endurance and which might call for war. The J apanese are so 
constituted and are just now in such a mood and temper that sanctions, 
far from intimidating, would almost certainly bring retaliation which, 
in turn, would lead to counterretaliation. J apan would not stop to 
weigh ultimate consequences. It would be all very well to say that 
Japan had brought our action on her own head, that the United States 
can get along without Japanese friendship and that the dignity and 
power of the United States cannot tolerate compromise, but such an 
attitude would be lacking in any constructive element. I think that
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our dignity and our power in themselves counsel moderation, for- 

bearance and the use of every reasonable means of conciliation without 

the sacrifice of principle. | 
This course involves no sacrifice, no compromise with principle, and 

no detraction from the dignity of the United States. It simply means 
that we desire and intend to facilitate, not to complicate, the task of 
the Japanese Government in its efforts to improve relations by curbing 
the military authorities in China—provided that concrete evidence 
of such efforts and progressively favorable results from such efforts 
become patent—instead of rendering that task and those efforts more 
difficult by complete intransigence. My own present efforts are con- 
centrated on persuading the Japanese Government to bring such evi- 
dence clearly before the American Government and people. 

It is axiomatic to say that good relations between the United States 
and Japan are in our own interests. No purely altruistic motives are 
involved. In our own interests, particularly our commercial and cul- 
tural interests, we should approach this problem from a realistic and 
constructive standpoint. Not only on Japan’s future action but on our 
own future action too will depend the question whether our relations 
with Japan are susceptible of improvement or whether they are to go 
straight down hill. There is no use whatever in quibbling about this, 
no use in refusing to face facts. The bombings of our property, the 
personal indignities and interferences, and some of the more flagrant 
violations of our commercial rights can be stemmed, but unless we are 
prepared to fight for it, the Open Door, as we conceive it, is not going 
to be kept open. We have the choice of losing everything or of saving 
something from the wreckage, while opening the way to a potential 
building up of our relations with Japan. Whatever course we elect 
to take should be adopted only after reaching a perfectly clear percep- 
tion of where the alternative courses will lead, and then of most care- | 
fully weighing the pros and cons between them. 

In brief, to sum up, I believe that we should now offer the Japanese 
a modus vivendi, in effect if not in name, that we should commence 
negotiations for a new treaty, withholding ratification of such a treaty 
until favorable developments appear to justify such ratification, and 
that even if Senator Pittman’s proposed resolution passes the Senate, 
the Administration should withhold the laying down of an embargo 
against Japan unless and until it becomes evident that the efforts of 
the Japanese Government effectively to ameliorate the present posi- 
tion of American interests in China are futile and hopeless. Such an 
attitude on our part can conceivably lead to a material improvement 
of the situation. The thinking Japanese know that they are going to 
need American help in the reconstruction of China, even if such recon- 
struction is intended to redound eventually to the paramount interests 
of Japan. The Government does not wish to sacrifice this and other
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assets which depend upon good relations with the United States. In 
the long run we ourselves also shall have much to gain by avoiding a 
break with Japan, much to lose if a break occurs. Intransigence on 
our part will accelerate the trend toward such a break. <A construc- 
tive and transigent attitude on our part can turn such a trend the 
other way. On January 26, 1940, there is likely to arise the most crit- 
ical period in the entire history of American-Japanese relations. 
What are we going to do about it? | 

In the welter of press comment on this general subject a brief ar- 
ticle in the San Francisco Argonaut of November 24 has caught my 
eye and is copied as an enclosure herein“ as pertinent to this discus- 
sion. The article sets forth the unwisdom of disrupting our vast 
trade with Japan at a time when American business is beginning to 
rise from a deep depression. This article seems to me worthy of 
thoughtful consideration. 

Is an IsoLaTep JAPAN DestrABLe ? 

The argument is often advanced that Japan should and can be 
| brought to terms through isolation. The corollary is furthermore 

advanced that unless isolated and reduced by economic and financial 
attrition to the rank of a second or third rate power, it is only a ques- 
tion of time before Japan continues her continental and overseas 
‘expansion, involving the Philippines, the Netherlands East Indies and 
other western possessions in the Far East; that the time to restrain 
her expansion is now. 

With regard to this thesis, I submit the following considerations. 
The resort to methods calculated to bring about the isolation of delin- 
quent nations must presuppose in the final analysis the use of force. 
Sanctions commenced but not carried through bring in their wake a 
loss of prestige and influence to the nation declaring them. Sanctions 
carried through to the end may lead to war. This statement seems to 
me to be axiomatic and hardly open to controversy. In my view the 
use of force, except in defense of a nation’s sovereignty, can only 
constitute an admission of a lack first, of good-will, and, second, of 
resourceful, imaginative, constructive statesmanship. To those who 
hold, with regard to the specific situation with which we are dealing, 
that it is not enough for good-will and statesmanship to exist only on 
one side, my rejoinder would be that these factors exist also in Japan, 
albeit in latent form until now, and that one of the functions of 
diplomacy is to bring those factors into full vigor. Shidehara 2 
diplomacy has existed; it can exist again. 

“Not reprinted. 
“Baron Kijuro Shidehara, Japanese Minister for Foreign Affairs who resigned 

December 10, 1931.
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There will be time enough to speak of sanctions when the resources 
of diplomacy will have been exhausted. At the moment of this writ- 
ing, those resources have not yet been exhausted. By nature not a 
defeatist, I believe that those resources may yet win the day. 

Respectfully yours, JosEPH C. GREW 

711.94/1880 : Telegram | 
The Ambassador in Japan (Grew) to the Secretary of State 

Toxyo, December 11, 1939—1 p. m. 
| [Received December 11—8:30 a. m.] 

673. Department’s 389, December 8, 5 p. m.;% 890, December 8, 
6 p. m.; ** and 892, December 8, 8 p. m.”® 

1. I am of the opinion that I should without much delay seek 
another appointment with the Foreign Minister and communicate to 
him the substance of the foregoing telegrams as my Government’s 
studied reaction to the Minister’s comments to me in our conversation 
of December 4,” presenting a note in regard to claims (Department’s 7 
889) and discussing orally the substance of Department’s 389 and of 
paragraph numbered 4 in Department’s 392. Such representations | 
as under specific instructions from Washington would tend to re- 
inforce what I have said to Admiral Nomura as on my own initiative. 
While the Japanese Government has already and frequently been 
made aware of our attitude and desiderata with regard to Japanese 
interference with American interests in China and the steps which the 
American Government considers essential to an improvement in : 
Japanese-American relations, I believe the more is to be gained by 
continually impressing these facts upon the consciousness of the Japa- 
nese authorities than by leaving those authorities in the belief that 
their current efforts towards conciliation have done more than 
“touched the fringe of the problem”. 

2. If the Department approves of the foregoing procedure the 
important question of publicity will arise. The Foreign Office only 
will determine the nature and extent of the comments to be released 
or quietly fed to the Japanese press with regard to my representations 
and it is fairly certain, judging from past experience, that such 
comments will be neither complete nor accurate. This element of 
publicity I cannot control. I can, however, give to the American 
newspaper correspondents who keep in touch with me, or to the cor- 
respondents of the Associated Press and United Press exclusively, the | 

% Vol. rv, p. 418. 
* Foreign Relations, Japan, 1931-1941, vol. 1, p. 671. 
* Toid., vol. 1, p. 46. 

pian telegram No. 656, December 4, 10 p. m., from the Ambassador in Japan,
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correct story of my representations. This would at least insure ac- 
curate reporting in the United States instead of the imaginative fiction 
which is likely to be cabled to the United States by those press 
agencies in the absence of factual information from me. I have in | 
mind especially the inaccurate United Press report of my conversa- 
tion with the Foreign Minister on November 4.7” I gather that those 
agencies expect long reports from their correspondents whenever one 
of my interviews with the Foreign Minister takes place. The Depart- 
ment is, of course, in a better position than am I to determine the 
nature of the publicity now desirable in the United States. 

8. I should welcome specific guidance with regard to the procedure 
to be followed under both paragraphs 1 and 2 above. 

| GREW 

711.94/1387 : Telegram . 

The Ambassador in China (Johnson) to the Secretary of State 

Prrerne, December 13, 1939-4 p. m. 
[Received 8:21 p. m.] 

633. An American citizen (Mr. Laughlin, known to Mr. Atcheson *) | 
engaged in teaching English to the local Japanese gendarmerie called 
at the Embassy yesterday and stated that the Japanese military here 
are very much interested in the approaching visit to Peiping of 
Ambassador-at-Large Kato. The informant said that the military 
have “permitted” Kato to come here in order primarily to see me and 
take up with me the following proposal which he stated had the 
approval of the Japanese military here: to endeavor to obtain an 
extension of the 1911 Treaty or to negotiate a new one; the informant 
said that, if an extension or a new treaty could be arranged, the 
military idea was that Japan would be willing to agree to the follow- 
ing: (a) to “modify their attitude towards Americans in China” to 
the extent that 450 of the 600 cases pending against Japan would be 
recognized, (6) to pay compensation in all cases when justified, and 
in other cases “apologies will be rendered and assurances will be given”, 
and (c) to offer special treatment to Americans and American in- 
terests in China. 

I suspect that the informant was sent to the Embassy by the local 
Japanese military and the information given by him is accordingly 
transmitted for the information of the Department. 
Repeated to Chungking. By air mail to Tokyo. 

JOHNSON 

77 See the Ambassador’s memorandum of November 4, Foreign Relations, Japan, 
1931-1941, vol. 11, p. 31. 

* George Atcheson, Jr., of the Division of Far Eastern Affairs.
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711.942/374:; Telegram 

Lhe Ambassador in China (Johnson) to the Secretary of State 

Perrine, December 14, 1939—3 p. m. 
[Received December 15—7 : 25 a. m.] | 

635. With reference Peiping’s despatch No. 2337, November 2 con- 
cerning apprehension of local Americans over possible drastic Ameri- 
can action after expiration Japanese commercial treaty on J anuary 26, 
in conversation with a number of American citizens here in Peiping 
I find that apprehension referred to in the Embassy’s despatch appears 
to be fairly widespread. Apprehension seems to me to be due to 
following factors: (a) Reported statements by J apanese that present 
joint note expresses [policy of Japan?] definitely to discriminate in 
favor of American citizens would be replaced by anti-American feel- 
ing unless American attitude changes after J anuary 26. (6) Tend- 
ency of Americans to confuse treaty issue with much publicized pos- 
sibility of Congress passing legislation authorizing embargo of certain 
types of goods for Japan. (c) Apparent general belief that Ameri- 
can Government contemplates some drastic action as a follow-up of 
Ambassador Grew’s speech ” and notice of termination of J apanese- 

_ American Treaty of Commerce. In conversation I endeavored to 
point out to Americans that issue regarding treaty and question of 
embargo are two separate and distinct questions, that termination 
of treaty does not imply further action by the United States Govern- 
ment as it will leave commercial relations upon a basis of domestic 

| regulation in the two countries and in the case of the United States 
upon laws which have been upon statute books for a number of years | 
and that further initiative rests not with American Government but 
with Japanese Government which presumably will wish to improve 
rather than worsen its commercial relations with the United States. 

I have stated that personally I do not anticipate any worsening of 
situation regarding Americans in China except possibly as the result 
of actions by irresponsible Japanese military in the field; that I do 
not observe any reason now for issuing warnings to American citizens 
as to their conduct or as to possible evacuation from places in the 
interior. Statements of hostile attitude by local J apanese spokesmen 
or repeated from published items in Japanese press in Japan con- 
tinue to be reported here, and to form subject to [of?] circulated gos- 
sip and speculation; personally I feel that these statements are in- 
tended more as bluff or as wishful thinking rather than as indicating 
any definitely conceived plans by Japanese authorities. Domei con- 
stantly carries reports intended to convey the idea that Japanese Min- 
ister resident Kato is pursuing me for purpose of conference and set- 
tlement of outstanding questions. 

* Address of October 19, Foreign Relations, Japan, 1931-1941, vol. m1, p. 19.
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One cannot escape the feeling that some of this may be inspired by 
local Japanese military who appear to be anxiously endeavoring to 
appease American official attitude by attempts at local settlement of 
questions relating to American citizens. In short courtesy visit paid 
by Kato to me in Shanghai, no suggestion was made by him of any | 
desire to substitute [discuss?] outstanding questions and I have no 
knowledge of any desire on his part to confer with me in regard to 
any question. No Japanese has thus far sought me out for purposes 
of conversation or otherwise. - | 

I expect to spend the 15th in Tientsin, returning to Peiping Decem- 
ber 16th. I expect to see and talk with Americans in Tientsin in the 

_ presence of Consul General Caldwell. 
| Repeated to Chungking, Shanghai, code text by air mail to Tokyo. 

| | JOHNSON 

711.94/1380 : Telegram 

| The Secretary of State to the Ambassador in Japan (Grew) 

| | WasuHineton, December 14, 1939—6 p. m. 

399. Embassy’s 673, December 11,1 p.m. The Department hascare- — 
fully weighed the recommendations contained in your telegram. We 
concur fully in your view in regard to the desirability of keeping 
before the Japanese authorities the attitude and position of this 
Government and our opinion that the actual results of the efforts of 
the Japanese Government up to the present time involve only limited 
categories of outstanding problems. | 

However, we are inclined to the view that there is no call for this 
Government to take and that it would be tactically disadvantageous 
for it to take, at this time, an initiative toward presenting to the Jap- 
anese Government our views on these general questions. The com- 
ments contained in the Department’s 392, December 8, 8 p. m.,®° were 
intended to be suggestive in character and of possible assistance to 
you in informal conversations with Foreign Office officials. We there- 
fore offer for your consideration the suggestion that the comments 
contained in our 392, December 8, 8 p. m., be used as under instruction 
of this Government when occasion arises in the course of conversations 
with Foreign Office officials other than the Foreign Minister or in the 
course of any conversation with the Foreign Minister which has not 
been arranged at your instance and for this specific purpose. 

Our 389, December 8, 5 p. m.,** contemplated written acknowledge- 
ment of the receipt of recent Foreign Office replies relating to specific 
claims. In order to guard against any impression on the part of 

” Foreign Relations, Japan, 1931-1941, vol. 11, p. 46. | . _ 
* Vol. Iv, p. 418. | : |
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the Japanese that such replies are regarded by us as satisfactory 

or as indicative of a satisfactory attitude on their part toward the 

question of claims, we consider that acknowledgment along the lines 

suggested would be advisable. In that connection the observations 

contained in our 390, December 8, 6 p. m.,®? might be helpful if con- 

veyed informally upon appropriate occasions. | 

oe Hub 

711.94/1387 ; Telegram | 

The Secretary of State to the Ambassador in China (Johnson) 

WasHINGTON, December 14, 1939—7 p. m. 

987. Your 633, December 18,4 p.m. If Kato comes to you with 

proposals such as are outlined or similar thereto, you should listen 

attentively and should say that the subject matter is one for discus- 

sion between your Government and the Japanese Government but that 

you will of course report to your Government what Kato has said. 

You should take occasion, however, to make expressly and clearly a 

comment that your Government does not seek “special treatment” for 

American nationals and interests in China, special treatment and dis- 

criminatory treatment being methods and procedures to which this 

country expressly, consistently and constantly objects. 

| HuLu 

711.942/409 

The Secretary of State to the Secretary of Commerce (Hopkins) | 

WasuineTon, December 15, 1939. 

My Drzar Mr. Secretary: Further reference is made to Assistant 

Secretary Johnson’s letter of November 9, 1939, enclosing a copy ofa 

letter of October 25, 1989,** addressed to the Collector of Customs at 

Seattle by Mr. H. S. Hoskins, Vice President of Geo. S. Bush & Co., 

Inc., in which request is made for information in regard to questions 

as follows: 

(1) “After the abrogation of the present treaty (of commerce and 

navigation between the United States and Japan), and provided it is 
not renewed, what rate of tonnage tax would be assessed upon entry 
of a Japanese vessel at a United States customhouse? 

2) “Would there be any additional penalties imposed? 

3) “According to our understanding, as long as the reciprocal 

agreement is in effect, our Government accepts the inspection certif- 

icates of the Japanese Government. If the treaty is abrogated, what 

effect would the abrogation have on the inspection requirements of 

Japanese freight vessels and Japanese passenger vessels? In other 

words, would the United States Steamboat Inspection service be re- 

2 Foreign Relations, Japan, 1931-1941, vol. 1, p. 671. 
8 Neither printed. 

7
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quired to inspect such vessels and require their compliance with the 
various United States laws and regulations as to manning of vessels, | 
equipment to be carried, et cetera?” 

In Assistant Secretary Johnson’s letter it is asked that consideration 
be given to the questions at an early date in order that prompt instruc- 
tions may be forwarded to your Department’s representatives in the 
field, and in addition request is made that you be advised upon the eco- 
nomic relations which will exist between the United States and J apan 
upon the termination of the present treaty of commerce and naviga- 
tion between the two countries. 

| Questions Nos. (1) and (2) | | 
Section 146 of Title 46 of the United States Code provides that a 

discriminating duty of ten per centum ad valorem, in addition to all 
other duties imposed by law, shall be assessed upon goods imported in 
foreign vessels which are not entitled by treaty or act of Congress to 
national treatment in the ports of the United States. (An almost 
identical provision—based on the same Congressional enactments—is 
found in Section 128 of Title 19 of the Code. This section adds noth- 
ing, so far as this question is concerned, to Section 146 of Title 46 and 
need not be separately considered.) Section 121 of Title 46 of the 
United States Code provides for discriminatory tonnage duties on for- 
eign vessels unless the President of the United States shall be satisfied 
that discriminating or countervailing duties (including all duties not 

| imposed on national shipping) of foreign nations, so far as they oper- 
ate to the disadvantage of the United States, have been abolished. 
Section 141 of Title 46 of the United States Code provides, however, 
that “upon satisfactory proof being given to the President, by the 
government of any foreign nation” that no discriminating duties of 
tonnage or imposts are imposed or levied in the ports of that nation 
upon the vessels of the United States, or upon the produce, manufac- 
tures or merchandise imported in the same, the President may issue a 
proclamation declaring that the discriminating duties of tonnage and 
imposts are suspended in so far as respects the vessels of that nation 
and that they will remain suspended so long as the reciprocal exemp- 
tion from discriminating duties shall continue. 

In a proclamation of September 4, 1872 (17 Stat. 956), a proclama- 
tion which appears not to have been revoked by subsequent Presi- 
dential proclamation, President Grant proclaimed the vessels of Japan 
and their cargoes to be exempt from the payment of discriminating 
duties of tonnage and imposts in the United States so long as vessels 
of the United States and their cargoes should be exempt from payment 
of discriminating duties of tonnage and imposts in Japan. 

It is the opinion of this Department that in view of the above- 
mentioned Presidential proclamation of September 4, 1872, and as
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long as that proclamation remains in effect, termination of the Treaty 

of Commerce and Navigation of 1911 between the United States and 

Japan does not call for imposition by this Government of discriminat- 

ing duties of tonnage or imposts on Japanese vessels or cargoes in 

ports of the United States. 

Question No. (3) | 

Acceptance of inspection certificates of vessels is governed by the 

provisions of the International Convention for the Safety of Life at 

Sea, 1929,3* among countries which are parties to that convention. 

The United States and Japan are both parties to that convention and 

are therefore bound by its provisions. Termination of the commercial 

treaty between the United States and Japan would therefore not 

affect the situation. 
With reference to your inquiry in regard to the economic relations 

that will exist between the United States and Japan upon the termi- 

nation of the treaty of 1911, it is the opinion of this Department that 

the expiration of the treaty between the United States and Japan 

will not of itself produce any changes in the general customs duties 

or treatment applicable to imports of Japanese goods into the United 

States. In the absence of a treaty, commercial relations between the 

two countries are governed in each country by its municipal law or 

practice, subject of course to any applicable provisions of international 

law. 
In view of this Department’s interest in the matter under discus- 

sion and of the fact that this Department is receiving numerous in- 

quiries in regard to questions arising from termination of the treaty 

of 1911 between the United States and Japan, this Department would | 

appreciate it if the Department of Commerce would, before making 

reply to the inquiries which the Department of Commerce has re- 

ceived on the subjects discussed in this letter or otherwise comment- 

ing publicly on such subjects, confer informally with this Department 

in regard to the form and content of the replies or any public state- 

ment which the Department of Commerce may deem it advisable to 

make. 
Sincerely yours, Corpett Hun 

%11.942/381 : Telegram 

The Ambassador in Japan (Grew) to the Secretary of State 

Toxyo, December 18, 1939—6 p. m. 
[Received December 18—8: 30 a. m.] 

686. 1. The Minister for Foreign Affairs asked me to call on him 

today and informed me definitely of the intention of the Japanese 

38 Sioned at London, May 31, 1929, Department of State Treaty Series No. 910, 

or 50 Stat. 1121.
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Government to open the Yangtze River to general navigation as far 
as Nanking “in about 2 months”. The Minister added that for the 
time being certain restrictions would probably have to be imposed 
on such navigation owing to the military operations in China. 

2. The Minister definitely proposed a modus vivendé to carry on 
Japanese-American commercial relations after the expiration of the 
present Treaty of Commerce and Navigation and expressed the hope 
that as little time is now left before the expiration of the treaty negoti- 
ations for a new treaty could commence shortly, if possible before 
Christmas. I replied that I had no instructions with regard to this 
matter and asked if the Minister desired me to communicate this to my 
Government as a definite proposal from him. He replied in the 
affirmative. — 

3. Further details will be telegraphed to the Department in due 
course. a | Grew 

711.942/881: Telegram _ SP 

The Secretary of State to the Ambassador in Japan (Grew) 

Wasuineton, December 18, 1989—5 p. m. 

403. Your 686, December 18,6 p.m. The Department is sending 
you in a separate telegram (No. 402 of December 18, 2 p. m.**) which 
was prepared prior to the receipt of your telegram under reference a 
statement of the position of this Government in regard to the subject 
of entering upon negotiation of a commercial treaty or agreement to 
replace the 1911 Treaty of Commerce and Navigation. Please study 

: the statement in the light of the proposal which has been made to 
you by the Minister for Foreign Affairs and give the Department 
the benefit of any comments which you may feel are called for. The 
Department is studying your telegram and will expect after receiving 
the further details mentioned in your numbered paragraph 8 to give 
you further instructions. 

Ava 

711.942/386 : Telegram 

Lhe Ambassador in Japan (Grew) to the Secretary of State 

Toxyo, December 18, 1939—11 p. m. 
[Received December 18—7:15 p. m.] 

688. My 686, December 18, 6 p.m. <A separate telegram No. 687, 
December 18, 10 p. m.*° conveys translation of the pro memoria upon 
which the remarks of the Foreign Minister in our conversation today 
were based. Apart from the Minister’s statement, the following 
points were touched upon. 

“ Foreign Relations, Japan, 1931-1941, vol. 11, p. 190. 
= Tbid., p. 48.
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(1) When the Minister divided our problem into “negative” and 
“positive” categories, I pointed out that there exist certain differences 
of opinion between our two countries involving matters of funda- 
mental principle which might not fall within either of the two fore- 
going categories, as the Minister appealed [appeared?] to conceive. 
These basic considerations, I said, had been clearly presented in the 
documents left with the Minister in our meeting on November 4. 

(2) I have no recollection of having spoken to the Minister on No- 
vember 4 of the possibility of bringing about “a speedy” reversal of 
public opinion in the United States. 

(3) After the Minister had completed his statement and I had ex- 
pressed my own appreciation of the efforts which the Japanese Gov- 
ernment is making towards improving the relations between our two 
countries, I conveyed to him orally, informally and fully as under 
instruction of my Government the Department’s reactions to the Min- 
ister’s statements made to me November 4 as presented in paragraph 
4. of Department’s 392, December 8, 8 p. m.** and with regard to claims 
in Department’s 390, December 8, 6 p. m.* | Bo 

This included the Department’s observation that it feels that thus 
far the efforts the Japanese authorities have little more than “touched 

_ the fringe of the problem”. | | 
(4) With regard to monopolies and the two “companies”, the Min- 

ister said that in order to overcome difficulties in questions of national 
defense it had become necessary to set up “economic blocs” between 
Japan, China and Manchukuo. There is, however, no intention to 
exclude other countries and Japan is “quite ready to welcome foreign 
capital”. I asked: “On a non-discriminatory basis?” 'The Minister 
replied merely that foreign participation in those enterprises would 
be welcome. 

(5) With regard to questions of currency the Minister observed that 
they “have to finance the army” but that these discriminations “will 
be modified when the fighting stops and a Chinese Government is set 
up.” All of these “inconveniences”, he said, will gradually be 
modified. | 

(6) At the end of the conversation the Minister said “off the record” 
that in the interest of both our countries we must prevent the Euro- 
pean war from spreading to the Far East and that Japanese-Ameri- 
can conciliation will be a powerful factor in avoiding such a 
contingency. 

GREW 

* Foreign Relations, Japan, 1931-1941, vol. m1, p. 46. 
" Toid., vol. 1, p. 671. 
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711.942/387: Telegram | . , 

The Ambassador in Japan (Grew) to the Secretary of State 

- Toxyo, December 18, 1939—midnight. 
| [Received December 18—8: 45 p. m.] 

689. Please permit me very respectfully to express to you the follow- 

ing views with reference to my several telegrams to be despatched this 

evening which present a problem of critical importance in American- 

Japanese relations. Obviously I am looking at the problem from 

the angle of this Embassy on the basis of our own observations and 

analyses and must defer to the wider and fuller outlook of the Govern- 

ment in Washington. ~ 
1. The simple fact is that we are here dealing not with a unified 

Japan but with a Japanese Government which is endeavoring coura- 

geously, even with only gradual success, to fight against a recalcitrant 

Japanese Army, a battle which happens to be our own battle. The 
Government needs support in that fight. If we now rebuff the Gov- 
ernment we shall not be serving to discredit the Japanese Army but 
rather to furnish the army with powerful arguments to be used in its 

own support. — | 

2. Obviously we cannot count upon implementation of today’s assur- 
ance that “it is the intention to open the Yangtze in about 2 months” 
until that step has actually been taken. Nevertheless, if we now meet 
the initiative of the Japanese Government by an uncompromising re- 
fusal to consider either a modus vivendi or an approach to negotiations 
for a new treaty until the opening of the Yangtze and perhaps other 
steps have been actually accomplished, we shall be administering a 
rebuff which may well bring about the fall of the present Cabinet. 

8. On the other hand, if we meet the Japanese Government’s initia- 
tive by offering a modus vivendi and an approach to negotiations for 
a new treaty with such reasonable conditions as may commend them- 
selves to our Government we shall be furnishing the Japanese Gov- 
ernment with equally powerful support in the eyes of the Japanese 
public. Ratification of an eventual treaty could be made dependent 
upon implementation of assurances. 

4, Whatever reply I am to be instructed to return to the Foreign 
Minister in answer to his initiative I earnestly recommend that it not 
close the door and that it be of such a character as to encourage the 
Minister in continuing his patent efforts to meet our position. Such 
a reply will be far more likely to bring in its train further Japanese 
steps towards ameliorating the situation of our interests in China than 
would result from a rebuff. I am convinced that at this juncture we 
are in a position either to direct American-Japanese relations into a 
progressively healthy channel or to accelerate their movement straight 

down hill. 
GREW
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711.942/381 : Telegram : 

The Secretary of State to the Ambassador in Japan (Grew) 

| Wasurneton, December 19, 1939—6 p. m. 

404. Supplementing and amplifying Department’s 402, December 
18,2 p. m.** The fact that the statement of this Government’s posi- 
tion which is set forth in the telegram under reference deals only 
with commercial aspects of our relations with Japan does not signify 
that this Government has modified in any way its position with regard 
to other aspects of our relations with Japan. This Government of 
course continues to adhere to the full import of its position as set forth 
on numerous occasions in communications to the Japanese Govern- 
ment, especially in this Government’s communications of October 6 * 
and December 31 [30], 1988.*° — | | 

| Hoi 

711.942/389 : Telegram | | 

The Ambassador in Japan (Grew) to the Secretary of State | 

Toxyo, December 19, 1989—7 p. m. | 
[Received December 19—9: 40 a. m.] 

691. Yoshizawa called Dooman in today in order to clarify certain 
points which arose in the course of my conversation yesterday with 
the Minister for Foreign Affairs, as follows. 

1. Mention is made in the penultimate sentence of the Foreign Min- | 
ister’s pro memoria to “formalities” (see our 687, December 18, 10 
p. m.“). One of the formalities which will require time is the ob- 
taining by the Japanese Government of the Privy Council’s informal 
assent before concluding a modus vivendi. As the protracted new 
year holidays will intervene before the expiration of the current 
Treaty of Commerce, the desire of the Japanese Government that 
conversations be initiated prior to the Christmas holidays will be 
understood. 

2. A draft of a modus vivendi has already been telegraphed textu- 
ally to the Japanese Embassy at Washington which is now in a 
position to receive inquiries from the Department with regard to 
procedural and other matters relating to the proposed modus vivendi. 

3. My interview yesterday with the Minister for Foreign Affairs, 
I had commented adversely on the offers made by the Japanese Con- 
sulate General at Shanghai for payments against American claims for 
damages (see paragraph 3 of my 685 [688], December 18, 11 p. m.). 

% Foreign Relations, Japan, 1931-1941, vol. 0, p. 190. 
© Tbid., vol. I, p. 785. 
“ Ibid., p. 820. 
“ Tbid., vol. 11, p. 48.
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The seeking by the Japanese Consulate General of acceptance by the 
respective American claimants of the Japanese offers before approach 
was made to the American Consulate General was “unauthorized and 
unfortunate”. Such method created the impression that the Japanese 
offers were intended to be substantially final whereas as stated in 
paragraph numbered 1 of the above mentioned pro memoria they are 
open to revision. Such revision would be made upon re-examination 
of present evidence or in the light of any further evidence on Japa- 
nese responsibility for damages which might be put forward in each 
case. | | 

| a GREW 

711.942/393: Telegram | 

The Ambassador in Japan (Grew) to the Secretary of State 

Toxyo, December 20, 19839—11 a. m. 
[Received December 20—7:50 a. m.] 

692. Department’s 402, December 18, 2 p. m.,* and 403, December 
18, 5 p. m. 

1. The principles and procedures laid down by the Government 
of the United States as fundamental conditions for entering upon 
treaty negotiations are sound and unassailable. 

2. With regard to the last paragraph of the Department’s telegram 
under reference the question of negotiating a new commercial treaty 
or agreement has now, of course, been raised by the Japanese Govern- 
ment. The Department’s statement, both in its tone and in its content, 
is a wholly admirable presentation of our position and would, I be- 
heve, be of great value if it could be communicated to the Japanese 
Government, especially as it confirms in almost every particular the 
view which we have informally expressed to the Foreign Office on 
many occasions during the past few months. I therefore recommend 
that I be authorized to present it textually to the Minister for Foreign 
Affairs at the moment of communicating to him the Department’s 
reply to his proposal for commencing treaty conversations, labeling 
it as responsive to a question which he raised during our conversation : 
on December 18. 

3. The Department observes in paragraph 6 of telegram No. 402 
that the Government of the United States will be glad to have evi- 
dence of the steps which the Japanese Government is taking towards 
giving practical effect to its expressed desire and intention to meet 
the considerations set forth by the American Government. 

4, A close study of the statement made to me by the Foreign Min- 
ister on December 18 (our 687, December 18, 10 p. m.**) will indicate 

“Foreign Relations, Japan, 1931-1941, vol. 1, p. 190. 
“ Tbid., p. 48.
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that the desired evidence is already in some measure forthcoming and 

that while progress in implementing its assurances may not be rapid 

or immediately effective, nevertheless it 1s unquestionably clear that 

the Japanese Government is now embarked upon a new orientation, 

namely a policy of respecting American rights and interests in China. 

® Whether the carrying out of this policy in fact is to be progressive 

and whether it will eventually lead to the development of a situation 

+n China which the Government of the United States would regard as 

sufficiently responsive to our conditions for entering upon negotiations 

for a new treaty will depend in large measure upon the position which 

our Government now takes in response to Admiral Nomura’s state- 

ment and proposals. | 

6. A highly placed Japanese who is fundamentally friendly to the 

United States and in whose judgment and directness I have full con- 

fidence told me yesterday that the Cabinet has “burned its bridges” 

and staked its reputation before the public in announcing its decision 

to open the Yangtze; that this decision was taken in the face of im- 

portant opposition ; that the Cabinet cannot now recede from its policy 

of conciliating the United States; that in the absence of some respon- 

sive gesture from the United States in reply to the proposal for treaty 

negotiations, the Cabinet would come under such a storm of protest 

in Japan that it could not survive, and that further progress in meet- 

ing American desiderata would then become almost impossible. This 

friend sees very clearly that the situation is not yet ripe for conclud- 

ing a new treaty but he most strongly urges the offer of a modus 

vivendi, if necessary of limited duration, to tide over this most critical 

period in American-Japanese relations. His advice fully confirms 

and is almost completely identical with the views expressed in my 

689, December 18, midnight. a : | 

7, In the light of the Department’s request for my comments on the 

statement contained in Department’s 402, I feel that this present 

telegram and my 689 fully cover the situation. 
GREW 

711.942/398 : Telegram - | 

The Secretary of State to the Ambassador in Japan (Grew) 

- -Wasuneron, December 21, 1939—T p. m. 

410. Continuing Department’s 405, December 20, T p. m.,“* as per 

last paragraph thereof. | 

1. Unless you perceive objection, in which case I should of course 

welcome a statement of your views, together with an indication of 

“ Foreign Relations, Japan, 1931-1941, vol. 11, p. 193; instruction approved by 

President Roosevelt. 
a
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your reasoning, I desire that you call upon the Minister for Foreign | 
Affairs and make to him orally a statement substantially as follows: 

The Government of the United States sincerely appreciates the efforts of the Japanese Government to remedy conditions adversely affecting relations between the United States and J apan and the indi- cation of intent to persist in those efforts, 
With regard to the statement made by the Minister for Foreign | Affairs concerning the question of entering into negotiations looking toward the conclusion of a new treaty, the Government of the United States has prepared a statement of its position on this matter for the information and consideration of the J apanese Government. (It is suggested that you then hand the Minister for Foreign Affairs, as suggested by you, the statement quoted in the Department’s telegram no. 402, December 18, 2 p. m.*), | 
With regard to the question of concluding a modus vivendi, the Government of the United States suggests that this question remain open for the time being. | 
The Government of the United States believes that at this time it would be appropriate for there to be continued the discussions which have been going on between the J apanese Minister for Foreign Affairs and the American Ambassador to J apan in regard to the considera- tions bearing on the question of concluding a new commercial treaty or agreement between the United States and J apan. 

2. In the course of the same conversation but as a Separate statement 
please impart to the Minister for Foreign Affairs information as 
follows: 

The United States Treasury Department is shortly issuing a com- munication to collectors of customs and others concerned in which it is stated that upon expiration of the treaty the 10 percent ad valorem discriminating duties for which provision is made in the Tariff Act | of 1913 * are not to be collected on goods entering the United States in Japanese ships unless and until further instructions are issued. A decision similar in effect has been reached by the Department of Com- merce in regard to discriminating tonnage duties on ships. 

Ho 

711.942/421 oe 
Memorandum of Conversation, by the Secretary of State 

[Wasuineton,] December 22, 1939. 
The Ambassador of Japan called at his own request. He said that he came in to bring to my attention the question of the renewal of the treaty of commerce and amity thus far existing between our two Governments, and especially to raise the question of a modus vivend} to be agreed upon, if possible, before the expiration of the present treaty. He proceeded to say that his Government was striving to cor- 
“Foreign Relations, Japan, 1931-1941, vol. H, p. 190. | “ Approved October 38, 1913 ; 38 Stat. 114.
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rect military abuses to our detriment in China, and that it would 
greatly strengthen its hand if some progress were made toward the 

renewal of the commercial treaty. He then very definitely expressed 
the hope that we could go forward. He suggested a modus vivendi. 

I first expressed the appreciation of this Government for the efforts 
of the Government of Japan to abolish these injuries and abuses in 
China. I then continued by saying that Ambassador Grew has been 
carrying on conversations with the Japanese Foreign Minister in re- 
gard to a number of differences between our two Governments; that 

this Government has supplied him with all the necessary data for : 
such conversations and discussions on all phases of the treaty of com- 
merce and amity between our two countries; that this Government:.is 
now awaiting results from Tokyo; and that in the meantime it is 

| keeping the matter of a modus vivendi open. 
I soon gathered the impression that the Ambassador had come in 

for the purpose of offering me a copy of a proposed draft of a modus 
vivendi, and I accordingly endeavored in different ways to discourage 
him in advance by remarking that, of course, I was glad, as a matter 
of courtesy, to talk with the Ambassador, or to receive any views he 
was undertaking to express, but that I again should say that the dis- 
cussions of the matter are in the hands of Ambassador Grew, and 
hence are being awaited before further discussions here. The Am- 
bassador then handed me a draft of a modus vivendi together with a 
note and an additional explanatory statement. I thanked him with- 
out looking at the papers, and added that I could only reiterate the 

statements I had already made, clearly setting forth the present atti- 

tude of this Government concerning all the matters of difference be- 

tween our two Governments. The Ambassador said he understood 

but had evidently been instructed to hand me those papers in any 

event. He emphasized his readiness at all times to come in for further 

discussions, but I gave no indication in return. 
C[orperi] How] 

711.942/403 : Telegram 

The Ambassador in Japan (Grew) to the Secretary of State 

Toxyo, December 22, 1939—9 p. m. 
[Received December 22—3 : 56 p. m.] 

699. Department’s 410, December 21, 7 p. m. 
1. In my interview with Minister for Foreign Affairs this evening 

I conveyed to him orally the two separate statements substantially 

as set forth in paragraphs numbered 1 and 2 of the Department’s 

“Draft not printed, but see telegram No. 415, December 27, 7 p. m., to the 
Ambassador in Japan, p. 631.
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telegram under reference. The statement quoted in Department’s 402, 
December 18, 2 p. m.* was read and handed to the Minister in the 

form of a pro memoria. | a | 
2. I likewise acknowledge receipt of Department’s 405, December 

20, 8 [7] p. m.* and 409, December 21, 5 [6] p. m. 

3. The Minister replied orally in Japanese and the following is a 
translation of his remarks as later handed to me by the interpreter: 

“The fact that the American Government has decided to take meas- 
ures to facilitate normal commercial relations even aiter the termina- 
tion of the effectiveness of the Japan-America commercial treaty and 
Your Excellency’s efforts in this direction are greatly appreciated. 
However, the question of the commercial treaty is not limited to the 
coHimeéréial relations between the two countries but does rather in 
many ‘ways relate to the general relations between our two countries. 
For example, even if commercial relations are maintained on a nearly 
normal basis without specific agreement, it is impossible to forecast 
day to day conditions in such relations. This is an uncertain prospect. 
In view of these considerations and looking to the improvement of 
relations between the United States and J apan from the broad view- 
point, I earnestly request that Your Excellency’s Government give 
very careful consideration to the question of concluding a modus 
wend. — | | 

I may inform Your Excellency that, as Mr. Yoshizawa, Chief of the 
American Bureau, has already communicated to Mr. Dooman, Coun- 
selor of Your Excellency’s Embassy, the Japanese Government after 
careful study of the question from the above viewpoint has prepared 
a draft modus vivendi and has telegraphed this draft to Ambassador 
Horinouchi in Washington ; and has informed that he may submit the 
draft plan to the State Department in Washington at a propitious 
moment during his conversation there.” 

4. In subsequent conversation I repeatedly made clear the fact that 
what is now needed is concrete implementation of Japanese assurance 
that the American rights and legitimate interests in China will be 
respected on a non-discriminatory basis. ) 

5. The following press release was mutually agreed upon in sub- | 
stance and definite assurances were given me that no publicity beyond 
release would be given out by the Foreign Office: 

“The Minister for Foreign Affairs and the American Ambassador 
this afternoon continued their conversations with regard to matters 
of interest to the two countries. Both the Minister and the Ambas- 
sador indicated a mutually helpful attitude towards a solution of the 
problems under discussion. Progress was made. The conversations 
will be continued.” 

6. I am informed by American newspaper correspondents that in 
spite of the foregoing assurances the spokesman of the Foreign Office 

“ Foreign Relations, Japan, 1931-1941, vol. u, p. 190. 
® Tbid., p. 198. 
” Not printed.
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later gave out a statement to the effect that I had assured the Minister 
that a non-treaty situation would not arise. It is needless to say that 
in my presentation to the Minister I adhered strictly to the precise 
letter of the Department’s instructions. The reasons for this inaccu- 
rate and unauthorized publicity are obvious. 

GREW 

711.942/403 : Telegram 

Ihe Secretary of State to the Counselor of Embassy in China (Peck), 
at Chungking * 

_ Wasuineton, December 22, 1939—7 p. m. 
240. Referring to a conversation which the American Ambassador 

to Japan had today with the Japanese Minister for Foreign Affairs 
on the subject of Japanese-American relations. the American Am- 
bassador and the Japanese Minister for Foreign Affairs mutually 
agreed upon a press release reading as follows: 

“The Minister for Foreign Affairs and the American Ambassador 
this afternoon continued their conversations with regard to matters of 
interest to the two countries. Both the Minister and the Ambassador 
indicated a mutually helpful attitude towards a solution of the prob- 
lems under discussion. Progress was made. The conversations will 
be continued.” | . 

No statement that the American Ambassador gave any “assurances” 
or pledges to the Japanese Minister for Foreign Affairs is warranted. 
You are authorized so to inform the Foreign Office informally and | 
similarly to inform any inquirers. 

Sent to Chungking. Repeated to Peiping and Shanghai. 
| Hoi 

711.942/404 : Telegram 

Lhe Ambassador in Japan (Grew) to the Secretary of State 

Toxyo, December 23, 1939—1 p. m. 
[Received December 23—3:25 a. m.] 

700. Our 699, December 22, 9 p. m., paragraph 6. 
1. The Foreign Office spokesman released last night a statement 

in Japanese, of which the following is our translation: 

“During the conversation on December 22 between Foreign Minister 
Nomura and Grew, the latter indicated on the basis of instructions 
which he had received from his Government that a treatyless situa- 
tion will probably not arise between Japan and the United States. 

“ The same telegram to the Embassy in France, December 22, 7 p. m., as No. 
1556, and to the Embassy in the United Kingdom, December 22, 8 p. m., as No. 1663.



630 FOREIGN RELATIONS, 1939, VOLUME III 

Although further conversations will be necessary to determine what 
measures are to be taken, a strong light has been cast on the situation 

with regard to which there has been apprehension in commercial 
circles both in Japan and the United States. It has been made clear 
that favorable developments in relations between the two countries are 
to take place.” 

9. We are informed that the Foreign Office gave out no other 

version. 
| _ GREW 

711.942/408 : Telegram . 

The Secretary of State to the Ambassador in Japan (Grew) 

WASHINGTON, December 23, 1989—2 p. m. 

413. Your 699, December 22, 9 p. m., paragraph 6, and 700, Decem- 

ber 23, 1 p.m. We consider it very unfortunate that the Japanese 

Foreign Office is issuing publicity of a character calculated to give rise 

to unwarranted expectations on the part of the Japanese people. We 

desire that, unless you perceive substantial objection, you so inform 

the Foreign Office and that at the same time you definitely intimate, 

as under instruction, that if the Foreign Office goes beyond the bounds : 

of agreements between the Embassy and the Foreign Office in matters 

of publicity your Government will of course be obliged to consider the 

issuing to the press by it of appropriate statements, including, if need 

be, denials. 
Hot 

711.942/416 : Telegram 

The Ambassador in Japan (Grew) to the Secretary of State 

Toxyo, December 27, 1939—3 p. m. 
[Received December 27—9:18 a. m.] 

708. Department’s 418, December 23, 2 p. m. 
1. Yesterday I communicated orally the substance of the Depart- 

ment’s telegram under reference to the Minister for Foreign Affairs 

through Yoshizawa. The Foreign Minister replied today through 

the same channel that the statement actually made by the Foreign 

Office spokesman (see our 700, December 23, 1 p. m.), which was 

an oral one, did not go beyond the substance of the official communiqué 

which the Foreign Minister and I had agreed upon. He said that 

an explanation by Suma would be sent to me today. 
2. The Foreign Minister also desired that my attention be called 

to a story which appeared in one paper this morning to the effect that
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he had reported at yesterday’s Cabinet meeting the receipt of assur- 
_ ance from me of the desire of the United States to avoid a treatyless 

situation. He wished to emphasize that the story was made out of 
whole cloth, as he had reported nothing of the kind. 

GREW 

711.942/421 ; Telegram 

The Secretary of State to the Ambassador in Japan (Grew) 

WasHINGTON, December 27, 1939—7 p. m. 

415. Department’s 412, December 23, 1 p. m.* The draft men- 
tioned in the Department’s telegram under reference is in the form 
of a proposed exchange of notes and provides on a reciprocal basis 
for (1) most-favored-nation treatment in matters relating to com- 
merce, navigation and tariffs, (2) liberty of entry, travel and resi- 
dence for the purpose of carrying on trade, and (8) national or most- 
favored-nation treatment in regard to taxes, imposts or charges either 
direct or indirect. The draft further provides that the proposed | 
arrangement remain in effect for 6 months after January 26, 1940, , 
and thereafter until 3 months have expired from date on which either 
of the two governments shall have given notice of intention to ter- 

| minate it. 
We feel that this proposal of the Japanese Government has been | 

disposed of for the time being by what I said to the Japanese Am- 
bassador on the occasion of his approach on December 22 and by what 
you said on the same day to the Japanese Minister for Foreign Affairs. 
It is our thought that if either the Department or the Embassy is 
again approached on this subject we should refer to the statement 
which you gave to the Minister for Foreign Affairs on December 22 
(as contained in the Department’s 402, December 18, 2 p. m.*) and 
say that we consider that we should await developments; and that 
we believe that the conversations now taking place at Tokyo between 
officers of the Embassy and the Foreign Office appear to offer the 
most expedient and practical means at the present stage for exploring 
avenues of adjusting relations between the United States and Japan. 
We have furnished the Japanese Ambassador here at his request 

with the text of the statement quoted in the Department’s 402, De- 
cember 18, 2 p. m. 

How 

@ Not printed; it reported the conversation of December 22, p. 626. 
* Foreign Relations, Japan, 1931-1941, vol. o, p. 190.
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111.942/418 : Telegram = a | 

The Ambassador in Japan (Grew) to the Secretary of State 

| 7 -Toxyo, December 28, 1939—noon. 
[Received December 28—7 : 22 a. m.] 

710. Our 708, December 27, 3 p. m. 
1. Suma’s explanation reads as follows: Oo 

“Due to the fact that the interview between the Foreign Minister 
and the American Ambassador was held with a very constructive 
spirit and a mutually helpful attitude as well as the fact that progress 
was made, Mr. Suma tried to convey such atmosphere of the meeting 
from an objective standpoint to the reporters who were waiting for 
some announcement. ‘Then he added a remark to the effect that the 
removal of material difficulties arising from the expiry of the com- 
mercial treaty might be expected. If there has been any misunder- 
standing with reference to what he said, it is due to mistranslation 
of his verbal remarks. The primary purpose of his remarks was 
simply to convey faithfully the atmosphere pervading the interview 
between the Foreign Minister and the Ambassador.” 

2. The Foreign Office sent us a copy of the following excerpt from 
the record of yesterday’s press conference at the Foreign Office: __ 

“At the press conference of Mr. Suma with foreign correspondents 
on December 27, Mr. Hugh Byas of the Vew York Times put in the 
query ‘Will not the effects of the American Government’s decision 
not to impose tonnage duties and other tariffs on Japanese goods and 
shipping * practically remove the possible effects of the non-treaty 
situation ?’ 

To this Mr. Suma explained: ‘Materially speaking, the commercial 
transactions between Japan and the United States will be carried on 
just as they have been in the past as the consequence of the steps taken 
by the American Government. As for the rights for residence, and 
other matters, I believe and hope that they will be amicably settled 
through negotiations. A few newspapers reported as if Ambassador 
Grew gave the Foreign Minister an assurance that a non-treaty situa- 
tion will not arise in return for Japan’s offer to reopen the Yangtze 
River, but they are mistaken.’ ” 

GREW 

711.942/419 : Telegram 

Lhe Ambassador in Japan (Grew) to the Secretary of State 

Toxyo, December 28, 1939—6 p. m. 
[ Received December 28—9 a. m. | 

712. Our 708, December 27, 3 p. m. 
1. Most of the papers this morning carry stories which reflect the 

pessimism characterizing the statements yesterday of the Foreign 

* See press release No. 19-75, issued by the Treasury Department December 22, 
Foreign Relations, Japan, 1931-1941, vol. 1, p. 195.
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Office spokesman to both Japanese and foreign correspondents. ‘The 
following is a summary of the Asahvz’s article: | | 

“The feeling of optimism prevailing after Ambassador Grew’s inti- 
mation that a treatyless period might be avoided is not justified be- 
cause many important matters such as the right of residence of mer- 
chants, consular rights, trade marks, et cetera, will remain unsettled 
by the administrative orders not to apply discriminatory taxes, et 
cetera, against Japan. It is significant that the American Govern- 
ment has already urged the placing of moral embargoes against 
Japan in regard to certain military supplies. The American action 
in abrogating the treaty was not designed to injure commercial relations 
but to make possible the imposition of an embargo. Hence the admin- 
istrative orders above mentioned cannot interfere as an expression of 
a friendly spirit. By announcing the impending opening of the Yang- 
tze and Pear! Rivers the Japanese Government has undertaken in good 
faith to work for peace and adjustment of American-Japanese rela- 
tions. If the American Government makes no friendly response 
grave injury will be done to those relations for which the responsibility 
must rest with America.” 

2. The article which appeared in the Kokwmin is of especial interest. 
This paper has never taken an optimistic view of the situation and has | 
consistently attacked the Government for the decision to reopen the 
Yangtze: | | 

“To the Foreign Minister’s preliminary effort to improve relations 
with America by the Yangtze offer the American Government has 
responded merely with certain administrative measures designed to 
mitigate the effect of a treatyless condition. Furthermore, the Amer- 
ican Government has not only postponed negotiations for a treaty or a 
modus vivendi but has also brought up the matter of the Open Door 
in China. Thus the American Government ignores the new order in 
Asia and Japan’s special position. Despite the grave aspects of the 
matter the Foreign Office spokesman made an andaly optimistic state- 
ment, whereupon Counselor Dooman visited the Foreign Office and 
declared as follows: ‘Although the Foreign Office spokesman’s state- 
ment conveys the impression that treaty negotiations have already 
commenced, the facts are the contrary, and the American Govern- 
ment may be obliged to issue a correction. If such statement is the 
result of a misunderstanding by the authorities, a correction should be 
made, but if on the other hand the statement was issued for purposes 
of internal policy I wish to point out the dangerous effect on public 
feeling when eventually the facts are learned.’ Mr. Dooman’s decla- 
ration makes it plain that there will be no treaty after January 26 and 
that the only thing remaining will be certain exemptions unilaterally 
extended which are subject to instant cancellation by the United States. 
His declaration makes it plain that by using the treaty as a weapon 
the United States is attempting to prevent the progress of the China 
affair and the establishment of the new order, thus the meaning of the 
Yangtze offer is being ignored by the American Government and the 
inefficiency of Foreign Minis ister Nomura’s diplomacy is being exposed.” 

* See pp. 475 ff. . - | a.
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3. It is clear that the difficulties involved in setting up a new treaty 
of commerce and navigation or a modus vivendé are now being seen 
here in accurate perspective. 

: Grew 

711.942/297 | | | 

Lhe Secretary of State to the Secretary of Labor (Perkins) 

| ‘Wasurnoton, December 28, 1939. 
My Dear Mapam Secretary: Reference is made to your Depart- 

ment’s letter under date October 9, 1939, and the Department’s reply 
thereto of October 23, in regard to questions presented by the forth- 
coming termination of the commercial treaty of 1911 between Japan 
and the United States as it affects the status of Japanese treaty 
merchants now residing in the United States. It was stated in the 
Department’s letter under reference that the Department would ex- 
pect to communicate again with the Department of Labor before 
the date upon which the treaty of 1911 will terminate in regard to 
question 2 in the enclosure to your Department’s letter of October 9, 
which reads as follows: 

“If no rulings have yet been adopted does the Commissioner of 
Immigration and Naturalization interpret the regulations now in 
effect in such a manner as to permit Japanese Treaty traders to remain 
in this country for the purpose of carrying on trade after January 26, 
1940, the date upon which the Commercial Treaty of 1911 terminates?” 

It was stated in your Department’s letter of October 9 that the 
Commissioner of Immigration and Naturalization was inclined to 
suggest that aliens whose status as “treaty merchants” would lapse ) 
in the absence of treaty provisions within the meaning of Section 8 (6) 
of the Immigration Act of 1924," as amended, may be allowed to 
qualify as visitors temporarily admitted for business under Section 
3 (2) of the Immigration Act of 1924, and that the Immigration and 
Naturalization Service was prepared to be guided by the advice of 
the Department of State on this subject. 

The Department is of the opinion that, in the case of aliens whose 
_ status as “treaty merchants” will lapse upon the termination on Jan- 
uary 26, 1940, of the Treaty of Commerce and Navigation of 1911 
between the United States and Japan, it would be appropriate to 
follow the procedure suggested in your Department’s letter under 
reference. 

Sincerely yours, For the Secretary of State: 

G. S. Messrrsmira 
Assistant Secretary 

* Neither printed. 
7" Approved May 26, 1924; 48 Stat. 153.
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894.00/885 : Telegram 

The Ambassador in Japan (Grew) to the Secretary of State 

Toxyo, December 29, 1939—7 p. m. 
[Received December 29—9: 57 a. m.]| | 

715. Our 7138, December 28, 7 p. m.* Premier Abe replying at 

a press conference yesterday afternoon to the recent resolution of 

Diet members requesting the Cabinet’s resignation, asserted that his 

Cabinet would not resign because of internal difficulties but would 

proceed toward accomplishment of its major objective, the settle- 

ment of the China incident. While admitting the seriousness of 
the problems of prices and supply and commodities, he placed the 

blame largely on the adjustments necessary in changing from a liberal 
economy to a planned and controlled economy. He stated that the 
new central government in China will be established early next year. 
With regard to American-Japanese relations, the Premier char- 

acterized the American Government’s decision to withhold imposi- 
tion of special taxes and tonnage dues on Japanese commerce as a 

unilateral temporary measure taken at the discretion of that Govern- 

ment and he pointed out that the United States thereby maintains 

complete freedom of action. The Cabinet, he said, is considering 

security measures to be taken should developments under a treatyless 

period reach the worst possible state, but conversations at the present 

time are directed toward avoiding this undesirable outcome. He 

expressed the hope that the present treaty might be revised in such 

a way as to make it suitable to present conditions. He added that 

Japan in deciding to reopen the Yangtze does not intend to carry 

on negotiations on a bargaining basis and did not make the decision 

as a bait to elicit concessions from third countries. He said that the 

reopening of the river has been under consideration since last year 

and that it has always been Japan’s intention to reopen the Yangtze 

as soon as military exigencies permitted. In view of the impossi- 

bility of the revision of the treaty before January 26, he expressed 

the hope that a temporary suitable arrangement might be achieved. 

Cipher text by airmail to Peiping, Shanghai. 
GREW 

® Vol. Iv, p. 454.
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CONSIDERATION OF POSSIBILITIES OF FINANCIAL AID TO CHINA® 

893.00/14296 : Telegram 

The Chargé in France (Wilson) to the Secretary of State 

| Paris, January 4, 1939—38 p. m. 
, - [Received January 4—2:15 p. m.]| 

12. The Chief of the Far Eastern Division of the Foreign Office © 
expressed the view to me last night that Wang’s defection has not 
weakened Chiang Kai Shek’s ® position and that the latter is as deter- 
mined as ever to see it through to the end. His information is that 
the American credit and hopes of a British credit have greatly encour- | 
aged the Chinese and that Chinese morale has definitely improved in | 

+ the last 2 or 83 months. — | | | 
- Hoppenot said that recently the Japanese Chargé d’Affaires in- 
quired whether France would grant a credit to China. He replied 
that he knew of no such plan at present. He added to me that if 
anything of this nature were done it would be through the Bank of 
Indo-China but that there was nothing definite in mind at present. 

He expressed the view that with the militarists on top in Japan as 
a result of the Cabinet shake-up the army now would make a drive 
on Yunnan in the hope of shutting off Chinese supplies by the Burma 
route which is now operating fairly effectively. 

_ WILson 

893.51/6759 : Telegram | . 

The Chargé in the United Kingdom (Johnson) to the Secretary 
| of State 

Lonvon, January 4, 1989—6 p. m. 
| [Received January 4—6 p. m.] 

14. Embassy’s 13889, December 3, 2 p. m.® Leith-Ross “ asked Butter- 
worth ® to lunch with him and Hall-Patch © to discuss the Chinese 

” Continued from Foreign Relations, 1938, vol. m1, pp. 519-591. 
* Reference is to Henri Hoppenot, who, on October 24, 1988, was transferred 

from the Far Eastern to the European Section as head of Section. 
“ Wang Ching-wei, formerly Deputy Leader of the Kuomintang (Nationalist 

Party) at Chungking. 
“ Chairman of the Chinese Supreme National Defense Council and Leader of 

the Kuomintang. 
“ Foreign Relations, 1938, vol. 11, p. 576. 

mone Frederick Leith-Ross, Chief Economic Adviser to the British Govern- 

© William W. Butterworth, Jr., Second Secretary of Embassy in the United 
Kingdom. 

“KK. L. Hall-Patch, Financial Adviser to the British Embassy in China.
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| currency loan project and the following is his account of the con- 
| versation of which the Department may care to apprise the Treasury. 

Leith-Ross began by referring to Bewley’s® conversation: with 
Assistant Secretary Taylor © just before Christmas and indicated that 
the Prime Minister ® had just given his agreement in principle to a 
note being sent to the United States which he hoped would clarify 
the British position somewhat but would again point out the im- 
portance of some parallel action being taken on the part of the United 
States. _ | | 

In reply to a query I said that I did not feel competent to express 
any opinion on the question of policy involved in any parallel action 
by the two countries but I did point out the disparity between the 
amounts of financial assistance rendered to the Chinese by the British 
and the American Governments to date. Leith-Ross then said he 
hoped there could be embodied in the note the intimation that the 
two contributions need not be on a pound for pound basis; that the 

- British Government was willing to go ahead with the project if both 
countries took a hand in it and in that case both he and Hall-Patch 
thought that the reaction in Japan would be restrained and the effect 
salutary. They then emphasized how the British had borne the 
main brunt of Japanese antagonism, how they had kept Hong Kong 
open despite French suggestions to the contrary, how likely was Jap- 
anese retaliation against their interests if they undertook this matter 
alone, and how strategically the Japanese were placed to retaliate. 
Leith-Ross further stated that the Chamberlain government feared | 
that if the Japanese became aggressive against them, for example, in 
the International Settlement ” there might be a further diminution of 
British prestige with consequent political repercussions at home. Both 
Hall-Patch and Leith-Ross felt that if the Chinese acquired 6 million 
pounds or more which would be skillfully administered, it would 
hold the currency position for some time without necessarily any 
losses occurring and that it would “buck up” the Chinese enormously. 

The tentative plan on the part of the British seems to be as 
follows: the Hong Kong-Shanghai Banking Corporation is willing 
to put up £500,000 provided the British Government guarantees 
£2,500,000 the Chinese banks to arrange for their £3,000,000 contribu- 
tion. The Hong Kong-Shanghai Banking Corporation, which is 
already operating as a fiscal agent for the Chinese monetary authori- 
ties, will continue to do so or at least have a “supervisory say” in the 
use of the ensuing fund so as to prevent Chinese private manipulation. 
They asked if in the event we agreed to come in, we could follow a 

“7, K. Bewley, Financial Counselor to the British Embassy in the United 

Sta Wayne C. Taylor, Fiscal Assistant Secretary of the Treasury. 
® Neville Chamberlain. | 

See also vol. Iv, pp. 1 ff. 

278040—55-———41
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similar procedure with the American banks or, if that were politically 

inexpedient, we would make an advance to the Chinese Government 

or Bank of China and perhaps have Young” or some one else desig- 

nated to supervise the operations for our protection. This thinking 

out loud was followed by a “chance” suggestion by Leith-Ross as to 

whether, to obtain funds, we could make an advance against some of 

the silver held in the French and British Concessions in Tientsin.” 

I did not enter into any discussion on the political aspect of the 

United States acquiring an interest in the British and French Con- 

cessions which was already a source of friction with the Japanese 

but merely pointed out the difficulty of the stabilization fund justify- 

ing at some future date to Congress purchases of silver the possession 

| of which it could not acquire. 

I asked about what other measures of assistance to China the 

British Government was prepared to undertake and Leith-Ross indi- 

cated that about a quarter of the new £10,000,000 export credit which 

would shortly be passed by Parliament was being earmarked for 

China but that to date the Chinese continued to be slow and inefficient 

about putting forward workable projects. In fact they were still 

talking about long-term railway projects which seemed to him not 

really productive enough in the given circumstances. For example 

they needed oil badly. He had proposed to them that they fly oil 

from Burma, a matter of only 600 miles and by far the cheapest 

available method of transportation, but so far nothing had come of it. 

Incidentally Hall-Patch who has recently returned from Paris felt 

that the French might be induced to let more stuff through French 

Indo-China.” | 

Leith-Ross said that the method of assisting China by penalizing 

Japanese trade had also been carefully considered. The Dominions 

would have to be brought into it and they would be the hardest hit 

by any trade war. The abrogation of existing commercial treaties 

and the imposing of certain punitive duties had not been entirely 

ruled out as a possible method but they were disposed to move cau- 

tiously in this matter and first see what could be done to help China 

to help herself. 

| I asked Leith-Ross about the attitude of the British interests in 

China towards measures which might provoke Japanese retaliation 

and he maintained that the more important British interests in China 

were coming rapidly to the view that it was better “to chance a harder 

kick in the pants now” than to endure the slow progress of attrition. 

He added that he had recently received a private letter from Keswick 

of Jardine, Matheson” in this sense. Hall-Patch indicated that 

7 Arthur N. Young, American adviser to the Chinese Ministry of Finance. 

2 See also vol. 1v, pp. 163 ff. 
® See also pp. 736 ff. 

- * British shipping company in China.
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while this was true of the large corporations, the smaller British in- 
terests, which might not be able to withstand an immediate onslaught, 
preferred the ills they knew to those they knew not of; however, 
their voices were not loud in Whitehall or Westminster. 

Incidentally Leith-Ross mentioned he had had a recent telegram | 
from Tokyo to the effect that the Japanese foreign exchange prob- 
lem was growing more acute and expressing the view that within 6 
months they would be in real difficulties. I did not gather that Hall- 
Patch had necessarily modified the opinions he had expressed in 
Washington.” 

| | | J OHNSON 

893.51/6788 

The British Embassy to the Department of State 

A1rE-MEMOIRE | 

His Majesty’s Government in the United Kingdom have now de- 
cided to introduce legislation that would enable them to support the 
Chinese currency by proceeding with the proposal outlined in para- 
graph 1 of the Aide-Mémoire left at the State Department on the 7th 
December,” provided that the United States Government are prepared 
to take parallel action to support the Chinese currency at the same 
time. | | 

The United States Government are aware that His Majesty’s Gov- 
ernment have already allocated to China about £500,000 of credits 
which will become available when the Export Guarantee Bill is passed. 
In addition to this it is proposed to earmark further substantial 
amounts to assist Chinese Government purchases in the United King- 
dom though this must of course on no account be disclosed to the 
Chinese at present. His Majesty’s Government consider that this 
should be regarded as their counterpart to the commercial credits 
granted by the United States Government last month. 

The Chinese Government meanwhile continue to press His Majesty’s 
Government on the proposal for a guaranteed contribution of £3,000,- 
000 to the projected currency stabilisation fund and attach particular 
importance to this form of assistance. From information now in 
their possession His Majesty’s Government think the time has come 
when action of this kind might have the maximum of effect with the 
minimum of risk. Already the tone of the United States note” and 
the decisions to give credits have produced a salutary effect on the 

® See memorandum prepared in the Department of State, December 5, 1988, 
Foreign Relations, 1938, vol. m1, p. 577. . _ 7 

* Tbid., p. 581. : . 
™ Dated December 30, 1938, Foreign Relations, Japan, 1931-1941, vol. 1, p. 820.
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Japanese who have shown signs recently of being more accommodat- 
ing, but the effect produced by parallel action of the two governments 
on the lines of simultaneous contributions to the currency stabilisa- 
tion fund might, in the view of His Majesty’s Government, be expected 
to be much greater. Moreover, the confidence of the Chinese in their 
ability to hold out and their morale generally would be enormously 
strengthened by such a gesture which might indeed prove the turning- 
point in the whole struggle and lead to the salvation of United States 
and British commercial interests. Furthermore, the psychological 
effect of this move might well show itself in an increased resiliency 
of the Chinese dollar, thus reducing the risk of the contributions to 
the stabilisation fund being lost. : 

Nor can the fear of the real danger be excluded lest, if nothing on 
these lines is done, the Chinese might. be tempted to despair and make 
terms with the Japanese at United States and British expense. His 
Majesty’s Government are accordingly anxious to take this action but 

| they could not act alone. If the United States and His Majesty’s 
Government act in harmony the danger of adverse Japanese political 
reactions affecting foreign interests in China would be minimized and 
the possibility of maintaining the “open door” would be increased. 

His Majesty’s Government are fully aware that the United States 
contribution in the form of (a) silver purchases and (b) the recent 
twenty-five million dollars credit ® far exceeds the contribution which 
His Majesty’s Government have so far been able to make in support 
of the Chinese currency structure but His Majesty’s Government 
hope, for the reasons explained above, that the United States Govern- 
ment may nevertheless be prepared to participate in the currency 
stabilisation loan now proposed. 

The procedure being considered by His Majesty’s Government is 
to guarantee the Hong Kong and Shanghai Bank against loss but 
His Majesty’s Government recognise that any parallel action by the 
United States Government might have to take a different form. His 
Majesty’s Government do not regard it as essential that the amount 
of assistance granted by the United States Government should be 
identical with the amount which His Majesty’s Government propose 
to guarantee. The essential points, in the view of His Majesty’s Gov- 
ernment, are that it should be made clear that the action is being 
taken by both governments to maintain their respective interests in 
China which would be seriously threatened by a collapse of the Chi- 
nese currency, and that the proposed assistance and encouragement 
should be given to China at a very early date. ae 

* See press release P-1463 issued by the Reconstruction Finance Corporation 
on December 15, 1938. . .
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His Majesty’s Government hope that the United States Govern- 

ment may feel able to take parallel action of the kind suggested. 
They would, moreover, be grateful for a very early reply. = 

WasuHineTon, January 6, 1939, | 7 

893.51/6768 : Telegram . 

The Chargé in China (Peck) to the Secretary of State 

CHUNGKING, January 10, 1939—11 a. m. 
[Received January 10—9:55 a. m. | 

23. In the course of a conversation with Colonel Chennault, Amer- 

ican Aviation Adviser, January 9, 9 p. m., he referred to press re- 

ports that a portion of the $25,000,000 credit recently granted to 

the Universal Trading Corporation was being used to finance sale | 

of hundreds of motor vehicles for use on the Burma Highway and 

on the basis of his observation of the Chinese use of foreign mechan- 

ical equipment he expressed the opinion that, if the report were true, 

it was highly desirable to provide for American supervision of the 

use of these vehicles. Such supervision should include the construc-  _ 

tion of filling stations, roadway stations, and especially of the train- 

ing of Chinese drivers whose generally unintelligent use and care of 

motor vehicles ordinarily made them useless in 6 months in severe 

service conditions. However, he foresaw the Chinese might be un- 

willing to accept such foreign supervision since the usual attitude 

of the Chinese authorities toward foreign advisers was one of ar- 

rogance, jealousy, and non-cooperation at least so far as concerned 

Chinese military officers. He said that there was a considerable force 

of Russian aviators operating Russian planes on duty in China but 

this force was comparatively inactive because the Chinese failed to 

cooperate loyally in tactical operations. I have not discussed with 

any Chinese the charge often made by foreign critics that the Chinese 

will not listen to advice nor give effective cooperation, but I am in- 

clined to think that if freight traffic on the Burma highway is con- 

trolled by the civil branch of the Chinese Government, it might be 

possible to introduce foreign supervision and that it would be highly 

useful. PrEcK 

893.51/6769 

Memorandum of Conversation, by the Under Secretary of State 

(Welles) 

[WasuHineTon,| January 10, 1939. 

The British Chargé d’Affaires ® called to see me this afternoon at 

my request. I told him that I had consulted the Treasury Department 

™V. A. L. Mallet.
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_ with regard to the request of the British Government contained ini the 
aide-mémorre dated January 6 which Mr. Mallet had left with me last 

| week, and that I had also discussed the questions involved very fully 
with the President. Itold Mr. Mallet that the President had requested 
me to convey to him for the information of his Government the fol- 
lowing considerations: , 

The Government of the United States not only through the ex- 
tension of the Export-Import Bank credit mentioned in the British 
amde-mémoire but through the purchase by the United States Treasury 
Department of Chinese silver over a long continuing period has taken 
measures which in their effect have done much to stabilize Chinese 
currency. ‘The Government of the United States is giving considera- 
tion to various further possibilities along the lines involved in these 
two policies, and it is possible that this Government may consider it 

| desirable to extend further credits of the same character as that re- 
cently undertaken by the Export-Import Bank and to consider further 
purchases of silver similar to those already undertaken. 

This Government is not prepared to participate in the loan under 
consideration by the British Government to the Chinese Government 
because of the fact that it is doubtful whether the executive branch 
of the Government has the power to enter into such an arrangement 
without the specific authorization of the Congress, as well as for other 
reasons. ‘This Government, however, would be prepared, should the 
British Government determine on its part to make the loan which it 
had under consideration to the Chinese Government and should the 
Government of the United States determine for independent reasons 
that it was expedient and possible for it either to extend further cred- 
its through the Export-Import Bank or to undertake further pur- 
chases of Chinese silver, to make announcement of such transactions 
simultaneously with the announcement by the British Government 
of its willingness to make a loan to the Chinese Government for the 
purpose of stabilizing Chinese currency. In other words, this Gov- 
ernment would be prepared to take parallel action, although not ac- __ 
tion identical to that under consideration by the British Government, 
and the action which would in such event be undertaken by the Gov- 
ernment of the United States would unquestionably have the same 
effect in stabilizing Chinese currency as that being considered by the 
British Government. 

Mr. Mallett told me that he would communicate these considerations 
to his Government and would advise me of the British Government?’s 
reaction. 

S[UMNER] W[ELLEs | 

893.51/6768 

Memorandum by the Adviser on Political Relations (Hornbeck) 

[Wasuineton,] January 11, 1939. 
Reference, Chungking’s No. 23, January 10, 11 a. m. 
In the course of a conversation with Mr. Welles (Mr. Hornbeck
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being present) on January 9, Mr. K. P. Chen,® having stated that 

he had recently participated in the concluding of a contract at Detroit 

whereby the Chinese Government was purchasing one thousand trucks 

from General Motors and the Chrysler Company, Mr. Chen said that 

two automotive engineers had been engaged, in connection with the 

contract to go to Rangoon, to participate in the assembling, etc., 

essential to the delivery and putting on the road of the trucks. | 

Today, in reply to a question by Mr. Hornbeck, Mr. Chen added 

that these two engineers are being retained for at least nine months 

and are to participate in the maintenance of the service of the trucks. 
STrantey K. Horneeck 

893.51/6830 

The British Embassy to the Department of State : 

ApE-MEMOIRE 

His Majesty’s Government in the United Kingdom are most grateful 
to the United States Government for the helpful attitude which they 
have adopted with regard to His Majesty’s Government’s proposal for 
assisting China by means of a currency loan. In the light of the 
President’s views, which the Under Secretary of State was so good 
as to convey to Mr. Mallet on the 11th January, His Majesty’s Gov- 
ernment now intend to proceed with an examination of details of 

| their project for assisting the Chinese currency. They will of course 

keep the United States Government informed of the progress they 

make. 
Meanwhile they will be grateful if they may be furnished when this 

becomes possible with further information, in a form as detailed as 
the United States Government may feel able to give, as to the nature 
of the parallel action which the United States Government hope to 
take. This would be helpful to His Majesty’s Government in the 
event of their deciding to proceed, as they would have to introduce 
legislation and may therefore be in a position where they would wish 
to state what is parallel and simultaneous action which United States 

are prepared to take. 

An unexpected complicating factor has however been introduced by 

the recent decision of the Chinese Government to suspend the service 

of foreign loans secured on the Customs.” In the view of His 

Majesty’s Government this step is bound to prejudice efforts to main- 

tain the credit of China and before they undertake to contribute to 

any stabilization fund it will be necessary to secure that all possible 
measures are taken to restore security for their loans. For this pur- 

8 Adviser to the Chinese Ministry of Finance. 
81 See memorandum of January 10, p. 641. 
8 See the Chinese Embassy’s communication of January 15, p. 804.
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pose the first essential is to persuade the Chinese Government for 
their part to permit the implementation of the arrangement relating 
to the China Customs negotiated by His Majesty’s Ambassador at 
Tokyo with the Japanese Government on 2nd May last.® His 
Majesty’s Government are convinced that this arrangement is in best 
interests of China and affords the only basis for attempts to maintain 
the integrity of the China Customs. 

-Wasutneton, January 24, 1939. _ | 

893.51/6860 

Memorandum of Conversation, by the Adviser on Political Relations 
| (Hornbeck) - 

. ~[Wasuineron,| January 27, 1939. 

Under instruction by the Under Secretary, Mr. Welles, given orally, 
Mr. Hamilton present,** I asked the British Chargé d’Affaires, Mr. 
Mallet, to call on me at his convenience today. Mr. Mallet came to 
my office and, telling him that, in the light of the second paragraph 
of the British Embassy’s aide-mémoire of January 24, we felt slightly — 
uneasy lest the British Foreign Office might be assuming more than 
it should on the basis of previous conversations with regard to its 
recent proposal for assistance to China, and also that we were some- 
what uneasy over the idea of the British Foreign Office that it might 
io advantage make use in Parliament of statements indicative of an 
intention on the part of the American Government to take certain 
steps on parallel lines on a basis more or less of an agreed-upon co- 
operation between the two Governments, I gave Mr. Mallet, as a 
record of an oral statement for the phrasing of which I was assum- 
ing sole responsibility, an informal memorandum, an exact copy of 
which is here attached.®® 

Upon reading this memorandum and reviewing the second para- 
graph of the British Embassy’s atde-mémoire under reference, Mr. 
Mallet made the observation that he had understood from what Mr. 
Welles had said to him * that the American Government would be pre- 
pared to take parallel action but had not been prepared at the time 
when Mr. Welles’ statement to him had been made to say what form its 
parallel action would be given. He said that he would have to consult 
his records in order to refresh his mind as to the exact words in which 
he had reported his understanding of the matter to his Government. 

“For text of arrangement, see telegram No. 584, April 26, 1938, 3 p. m., from 
the Consul General at Shanghai, Foreign Relations, 1938, vol. 111, p. 683. 

. Veneer H. Hamilton, Chief of the Division of Far Eastern Affairs. 

© See memorandum of January 10, p. 641.
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I then took occasion to give Mr. Mallet my understanding that Mr. 
Welles had said that we would hope to be able to take parallel action, : 
we would study the question, and, if we found ourselves able to take 
parallel action, we would be prepared to make an announcement of 
our intention simultaneously with an announcement by the British 
Government, if and when, of its intention. Mr. Mallet said that he 
would make sure that his Government had not misunderstood. 

- I then took occasion to emphasize the point made in the last sentence 
of the informal memorandum which I was giving Mr. Mallet. I said 
that in our opinion nothing could be more stultifying to the possibility 
of parallel but independent and separate action by the two Govern- 
ments, insofar as this Government is concerned, than publicity the 
impression produced by which would be that of an Anglo-American 
act of collusion toward coercing Japan and therefore incurring risks | 
attendant upon such a course. Mr. Mallet said that he thoroughly 
understood this and that he had been surprised at the request made by 
his Government and especially the statement made by them in the 
second sentence of the second paragraph of his Embassy’s aide- 
méemotre. | 

STantey K. Hornseck 

893.51/6860 

Statement by the Adviser on Political Relations (Hornbeck)* 

[Wasuineton,] January 27, 1939. 

Reference, the British Embassy’s aide-mémoire of January 24 on 
the subject of a proposed currency loan for assistance to China and | 
parallel action. 

The American Government is giving consideration to the matters 
dealt with in the note under reference. Meanwhile, the Under Secre- 
tary, referring to the statement made by him to the British Chargé 
d’Affaires on January 10, wishes to make sure that it was and is 
understood by the British Embassy and the British Foreign Office 
that in what he, the Under Secretary, said to the Chargé, he was par- 
ticipating in a confidential conversation and he, on behalf of the 
American Government, was not promising that this Government 
would take steps toward assisting China such as were expressly under 
discussion. The Under Secretary wished to enter a caveat against 
there being brought to light in discussions in other than British con- 
fidential circles, any account of what has been said thus far by this 
Government in regard to this subject. 

Copy of informal memorandum of oral statement made to the British Chargé 
on January 27.
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893.51/6790 : Telegram . 

The Chargé in the United Kingdom (Johnson) to the Secretary 
: of State 

| Lonpon, January 30, 1939—8 p. m. 
[Received January 30—6:30 p. m.] 

127. My 126, January 30, 7 p. m.® 
1. When I saw Lord Halifax ® this afternoon he referred to tenta- 

tive British plans for supporting Chinese currency reported in my 14, 
January 4,6 p.m. He did not go into details but indicated that the 
possibility of this action is being actively examined particularly with 
a view to securing satisfactory assurances and guarantees from the 
Chinese. He indicated clearly, however, that there [they?]| were 
reluctant to go into the venture without the support of the United | 
States and said that Great Britain did not want to be left “holding the 
bag.” | 

2. In regard to possible counter measures, with respect to Japan 
(Embassy’s 13 [2390] of December 3, 3 p. m.®), I have received 
through the courtesy of the Foreign Office a copy of the communi- 
cation recently sent to the Department through the British Embassy 
in Washington * outlining in some detail tentative British views in 
regard to such measures. From private talks with officials who were 
concerned in the preparation of this report I have the impression that 
they are very desirous of an expression of opinion from the Depart- 
ment in regard to their memorandum; that they are extremely reluc- 
tant to embark on any policy or measures which would not offer more 

| than a reasonable chance of success in accomplishing their purpose 
and that the efficiency of any such measures would in the British view 
depend very largely on the measure of American cooperation. It was 
also intimated that the British are not inclined to adopt measures so 
drastic that they would have the effect of “breaking” Japan. It 
would seem that their view is that a real crack-up in Japan might 
have more disastrous consequences to British interests in the Far East 
than even present conditions. 

J OHNSON 

611.939/82: Telegram 

The Secretary of State to the Chargé in China (Peck) 

WasHINGTON, February 1, 1939—7 p. m. 

22. Reference Shanghai’s telegram January 30, 4 p. m.,® in regard 
to complaint of Henningsen Produce Company. Department does 

* Printed in vol. 1, section entitled “Speculation as to Axis Designs .. .” 
® British Secretary of State for Foreign Affairs. 
” Not printed. 
* See aide-mémoire from the British Embassy, January 25, p. 490.
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not, upon the showing made and in view of all the attendant circum- | 

stances, feel that a protest against the restrictive instructions In ques- 

tion would, in the absence of discrimination against American inter- 

ests, be warranted. Department does, however, authorize you, in your 

discretion, to make an informal approach to the Chinese Foreign Office 

for the purpose of informing it of the reported destination of the eggs 

which the Henningsen Produce Company desires to ship and of the 

benefits that would accrue to the Chinese Government from such ship- 

ment, with the object of persuading the Government to make an excep- 

tion in the case under consideration. 

Repeated to Peiping and Shanghai. 
Hoi 

893.51 /6796 : Telegram 

The Chargé in China (Peck) to the Secretary of State | 

 Cuunexine, February 6, 1939—3 p. m. 

[Received February 7—5 a. m.] 

78. My 77, February 6,2 p.m.” During the same interview Kung ” 

said that he was very disturbed at Japan’s endeavors to obtain con- 

trol of China’s currency which was just as serious a threat to China 

as military operations. He heard that the Japanese were about to 

create a “new China bank” at Shanghai to dominate currency and 

economic activities generally in Central China and he suspected that 

they intended to utilize accumulated customs revenues to the extent 

of Chinese dollars 150,000,000 as the capital of this bank. Informa- 

tion had reached him that they intended to peg the new currency at 

8 pence to the dollar. 

Although critical of the British attitude toward the controversy 

in general, he said that in currency matters Great Britain had been 

more helpful than the United States in one particular, that 1s, shortly 

after enactment of the currency legislation of November 1935 the 

British Government issued an Order in Council making this legisla- 

tion mandatory on British subjects in China and the authorized note 

sssue therefore became for British subjects the only legal tender. 

Recently when the Japanese attempted to foist the Federal Reserve 

Bank note issue on the public in North China British banks had be- 

gun to deal in it but when the Chinese Government pointed out that 

this was forbidden by the Order in Council British banks recognized 

this and refused further transactions in the Japanese instigated note 

issue. 

®@ Post, p. 813. 
7H. Kung, President of the Executive Yuan and Minister of Finance.
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Kung said the Chinese Government assisted British banks to avoid 
depletion of Chinese national currency by turning over to them in 
Hong Kong supplies of that currency. In contrast with this support 

| of national currency Kung said that he had received a report from 
Tientsin that the National City Bank had sent a circular to its de- 
positors reserving the right to close out accounts in national currency 
which action naturally encouraged the use of the Federal Reserve 
Bank notes. (See Peiping’s 47, January 23, 3 p. m.%) Note: the 
British Embassy is unable to confirm or deny the statement above 
that British banks are refusing to deal in the Federal Reserve Bank 
notes. | 

Repeated to Shanghai, Peiping. Peiping mail code text to Tokyo. 
| Prck 

' 740.00/589 ; Telegram 

Lhe Ambassador in the United Kingdom (Kennedy) to the 
Secretary of State 

| Lonvon, February 20, 1939—8 p. m. 
_ [Received February 20—5 : 12 p.m. ] 

: 255. Personal for the Secretary of State. I have just had a long 
talk with Halifax. He told me that on Wednesday they expect to 
come to a decision on a loan to China, which he is of the opinion they 
will make. He realizes that America has done much more for the 
Chinese than England has, but he thinks that a straight loan, such as | 
they contemplate making, will be much more provocative, and he is 
hopeful that, at the time of the announcement, somebody will rise up 
and say that, after all, America has done such and such and so and SO, 
the idea being to show that the two countries have helped China. 

: [Here follows report on European matters. ] 
: KeEenNnEpY 

893.51/6818 : Telegram 

Lhe Ambassador in the United Kingdom (Kennedy) to the 
Secretary of State 

Lonvon, February 24, 1939—7 p. m. 
[Received February 24—3: 44 p. m.] 

268. With reference to the information contained in the third para- 
graph of my 259, February 23, 2 p. m.,* the British Treasury states 
that legislation will be required to empower the Government to give 

** Not printed. 
*’ Printed in vol. 1, section entitled “Speculation as to Axis Designs . . .”
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an indemnity against loss to the Hong Kong-Shanghai Banking Cor- 
poration and the Chartered Bank of India which will advance the 
necessary funds. During the next few days the rate of interest for 
this advance will be determined with these two banks and the Chinese 
monetary authorities are being consulted as to whether the Chinese 

banks are prepared to advance a similar sum. ‘The arrangement will 
be terminable after the period of a year. It is expected that a con- 
trolling body will be organized to supervise the exchange transactions, 
composed of Chinese representatives, general representatives of the 
two British Far Eastern banks and of the British monetary author1- 
ties; presumably Rogers *’ will be a participant. It is hoped that a 
public announcement can be issued within a week and endeavors are 
being made to persuade the French to announce at the same time that 
they are considering making a suitable, though not necessarily similar, 
contribution to China. 

Casual inquiry regarding the customs loans elicited the informa- 
tion that strong pressure is continuing to be exerted on the Chinese 
Government “to make an offer that is reasonable and appropriate to 
their circumstances”. The British authorities seem bent on getting 
the Chinese to implement the Anglo-Japanese customs understanding 
but it also seems likely that the British do not consider that a great 
distinction exists between the customs and other Chinese loans; what 
they want is the servicing of sterling obligations. | 

KENNEDY 

611.939/99 : Telegram | | 

The Chargé in China (Peck) to the Secretary of State 

CuuncxInG, March 1, 1939—3 p. m. 
[Received March 1—10: 22 a. m.] 

147. Department’s 22, February 1,7 p.m. Following is Embassy’s 
translation of circular note from the Foreign Office dated February 
25 received February 28. 

“The Ministry has received a letter from the Ministry of Economics 
Affairs stating: 

‘This Ministry has designated the names of articles of aid to the enemy and 
the areas into which shipment of such articles is prohibited. In connection 
with the purchase and shipment to the Concessions in Shanghai by the factories 
and merchants of the friendly nations of articles of aid to the enemy, the trans- 
portation of which is prohibited, the Consuls of the respective friendly nations 
at Shanghai, of the Chambers of Commerce, of Guilds at the places from whence 
the articles are shipped shall issue certificates guaranteeing that they are not 
for the aid of the enemy. The merchants reporting goods for shipment shall 
submit the certificates to the customs for examination and release of the articles 
concerned. 

* Cyril Rogers, of the Bank of England, adviser to the Chinese Ministry of 
Finance.
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Apart from telegraphically asking the Ministry of Finance to wire instruc- 
tions to the customs authorities directing them to act accordingly, it is requested 
that the diplomatic missions of the friendly nations in China be informed of 
the matter.’ 

There is enclosed a copy of the list of articles of aid to the enemy, 
the shipment of which is prohibited, for the Embassy’s information, 
with the requests that instructions be issued to those concerned to 
take note.” 

The list of articles some 54 in number will be contained in a later 
report. 
Repeated to Peiping and Shanghai. 

| Pick 

893.51/6828 : Telegram 

The Ambassador in the United Kingdom (Kennedy) to the Secretary 
of State 

Lonpvon, March 3, 1989—7 p. m. 
| [Received March 3—6: 20 p. m.] 

294. With reference to the Embassy’s 268, February 24, 7 p. m., 
Sir Frederick Leith-Ross states in confidence that the British Gov- 
ernment plans to make a public announcement on Monday, although 
the details have not been completed and cannot then be made known. 
Leith-Ross is concerned about the flight from the Chinese dollar 
which the recent Japanese measures to enforce their exchange control 
in North China have precipitated. The latest British telegraphic 
advices from China indicate that the Chinese banks lost the equivalent 
of £800,000 of foreign exchange last week and £2,000 on Monday and 
that the run is continuing. It is hoped that the announcement may 
stem the tide, for the Hong Kong-Shanghai Banking Corporation and 
the Chartered Bank of India are unwilling to start operations under 
the scheme until the legislation guaranteeing them against loss has 
at least passed the House of Commons. 
Leith-Ross hopes that the formal documents will be completed 

towards the end of next week. They will consist of an agreement 
between the British and Chinese banks, an agreement between the 
British Government and the British banks and a declaration by the 
Chinese Government affirming its desire to preserve the value of its 
currency. The British Government will not require of the Chinese 
Government an indemnity against losses. Leith-Ross stated that this 
course was decided upon in the hope that it would produce a good 
psychological reaction in the Far East; in Parliament the line will be 
taken that this currency measure has been undertaken to protect 
British interests. Leith-Ross frankly added that if Japan should 

* Not printed.
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achieve her purposes in China a Chinese obligation would be worthless | 

and if Japan did not succeed, the Chinese dollar which is undervalued 

would appreciate and the exchange fund could probably recoup losses. 

The exchange control committee will be constituted as set forth in the 

Embassy’s 268, February 24, 7 p. m., and Rogers will be a member 

nominated by the British Government with the approval of the Chinese 

Government and act “as a watch dog for both sides”. The amount 

involved has not yet been definitely fixed. The Cabinet authorized 

the Chancellor of the Exchequer ® to go up to $5,000,000. ‘The 

Chinese banks are prepared to put up a similar amount. Sir John 

Simon has not yet committed himself as to whether he will authorize 

£3,000,000 with an increase of £2.000,000 if required or do the whole 

£5,000,000 at once. It is apparently due to Rogers’ persuasion that 

the original scheme for only £3,000,000 was revised upward. Leith- 

Ross hopes and trusts that £5,000,000 will be the sum particularly in 

view of the present flight from the dollar which makes even that 

amount look less formidable than it did and would prove insufficient 

if the movement continues. | 

In this general connection Leith-Ross stated that the British Gov- 

ernment’s advices from Tientsin from both official and unofficial 

sources indicate that with two exceptions the foreign banks in that 

area are not facilitating the flight or disposed “to play the Japanese 

game”. The exceptions are the Mercantile Bank of India and the 

National City Bank of New York. Through the Bank of England 

steps are being taken respecting the Mercantile Bank. Leith-Ross 

stated that while he had no official request to make it would be helpful 

if we made an approach to the National City Bank which in recent 

days had been the largest Tientsin seller of Chinese dollars in the 

Shanghai exchange market and was also according to his information 

inclined to cooperate with the Japanese at least in North China. 

While emphasizing the informal character of his suggestions he equally 

emphasized the importance of the matter. | 

Leith-Ross went on to comment on the recent Japanese moves to 

enforce their exchange control in Northern China, indicating that he 

did not think their system a good one or likely to be successful. How- 

ever, he feared that they might bring trade in that area to a standstill 

by withholding ship clearances unless shipping documents were pro- 

duced indicating that goods were being exported in compliance with 

the Japanese regulations. He also commented on the action of the 

Japanese in turning the Concessions into “concentration camps” and 

said that in his opinion if Japan continued to take such an aggressive 

line, he felt that the British and American Governments should recon- 

sider whether they should not supplement their assistance to China by 

taking retaliatory measures directly against Japan. In his opinion 

© Sir John Simon.
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: the Japanese regard this as a possibility and decidedly fear it as an 

eventuality. | Oo 
The approach to the French referred to in the Embassy’s 268, Feb- 

ruary 24, 7p. m., was made by Rogers in his capacity asanemployee __ of the Chinese monetary authorities. Due to the difficulty between the British and French over the Czech gift and loan * the British have not directly approached the French but are urging the Chinese to press strongly for action and will give their support when the suitable moment occurs. But it is not expected that the French would become 
a party to this arrangement; the mechanical arrangements would be too difficult. Furthermore the French have not been informed of Monday’s announcement since the British do not wish a leak to occur. 

The Department may care to apprise the Treasury of the appropri- ate parts of this conversation which Butterworth had with Leith-Ross. 
| Krnnepy 

611.939/99 : Telegram 

The Secretary of State to the Chargé in China (Peck) 

_ Wasuineron, March 7, 1939—5 p. m. 
43. Your 147, March 1, 3 p.m., in regard to shipment of certain arti- 

cles to Shanghai from areas under control of the Chinese Government, 
While obviously American consular officers cannot give the guarantees , mentioned in the telegram under reference, the Department suggests 
that the Embassy and the Consulate General at Shanghai attempt, in consultation with the Chinese authorities and the merchants con- 
cerned, to arrive at a procedure that will meet the situation. 
Repeated to Peiping and Shanghai. | 

Hou 

893.51/6831 : Telegram 

Lhe Ambassador in the United Kingdom (Kennedy) to the 
Secretary of State 

Lonvon, March 7, 1939—6 p. m. 
[Received March 7—3:10 p. m.] 

305. Supplementing the information in the Kmbassy’s 294, March 8, 
7 p. m., Leith-Ross stated that the flight from the Chinese dollar was continuing. The British Government’s announcement has been de- layed but will probably be made public tomorrow. Leith-Ross hopes 
that this action may check the flight and that it may be reversed after the difficult time of the Chinese New Year’s settlement is over. His 

* An agreement regarding financial assistance to Czechoslovakia was concluded in February between the British, French, and Czech Governments.
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information is that in the main the flight money is not going abroad 
as such but is merely seeking safety pending a clarification of the 
situation. He is hopeful that the British banks may be persuaded _ 
to advance the necessary funds before the House of Commons’ consent 

is obtained. 
Leith-Ross also stated that a communication is being despatched to 

Washington ? outlining the position particularly with respect to North 
China and suggesting the possibility of further representations being 
made to the Japanese. 

The Chinese have sent a note to the British Government indicating 
their inability to meet any sinking fund payments on their loans but 
expressing willingness to discuss interest payments. Leith-Ross said 
that he did not favor any arrangement on the basis of territory con- 
trolled because it would look like the first step in the dismemberment of 
China. He preferred an arrangement whereby China would pay one 
interest coupon; the Chinese were considering this suggestion but 
according to Rogers wished to avoid discrimination against other 
powers save Japan and such a procedure would require the agreement 
of other powers; furthermore they did not wish to lay out much 
foreign exchange. 

| KENNEDY 

893.51/6834 

The British Embassy to the Department of State 

Ame-MeEMorre | 

A concrete scheme has now been worked out as regards a Chinese 
currency stabilisation fund. Mr. Cyril Rogers of the Bank of Eng- 
land is consulting the Chinese Government and the documents should 
by now have been put into proper legal shape. They will consist of: 

(1) An agreement between the Hong Kong and Shanghai Bank, 
the Chartered Bank of India, Australia and China, the Bank of China 
and the Bank of Communications ; | | 

(2) An agreement between the United Kingdom Treasury and the 
Hong Kong and Shanghai Bank and the Chartered Bank of India, 
Australia and China; 

(3) Undertakings to be given by the Chinese Government. 

The inter-bank agreement will provide that the Bank of China 
and the Bank of Communications shall jointly subscribe five million 
pounds, the Hong Kong and Shanghai Bank three million pounds, 
and the Chartered Bank of India, Australia and China two million 

pounds to a stabilisation fund of ten million pounds to be used for 

exchange operations to prevent undue fluctuations in the sterling value 

* Infra. 

278040—55——42
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of the Chinese dollar. The fund will be managed by a committee 
in Hong Kong composed of two members representing the Chinese 

_ Government Banks, one representing the Hong Kong and Shanghai 
Bank, one the Chartered Bank of India, Australia and China and one 
nominated by the Chinese Government in agreement with the United 
Kingdom Treasury and with the approval of the Hong Kong and 
Shanghai Bank and the Chartered Bank of India, Australia and 
China. It is intended that Mr. Cyril Rogers should be the Chinese 
Government nominee. The Chinese Government banks undertake to 
pay interest in sterling every six months to the Hong Kong and 
Shanghai Bank and the Chartered Bank of India, Australia and 
China (the rate of interest is at present under discussion). The 
agreement is to remain in force for twelve months and may be renewed 
for further periods of six months provided the Chinese Government 
banks in agreement with the Chinese Government or the Hong Kong 
and Shanghai Bank and the Chartered Bank of India, Australia and 
China in agreement with the United Kingdom Treasury may at any 
time determine [terminate?] the agreement before due date. When 
the fund is wound up all assets are to be divided among the Banks in 
proportion to their original subscriptions. | | 

The Treasury agreement provides that when the fund is wound up 
the Treasury will reimburse to the Hong Kong and Shanghai Bank 
and the Chartered Bank of India, Australia and China any loss in- 
curred by them and that the Treasury will guarantee payment of 
interest to the Hong Kong and Shanghai Bank and the Chartered 
Bank of India, Australia and China. The banks agree to supply full 
information to Mr. Rogers and to use their best endeavours to ensure 
the prudent and disinterested management of the fund. These two 
agreements would come into force as soon as the Treasury have 
received authority from Parliament. It will not be possible for legis- 
lation to be passed until just before Easter at the earliest (and if it 
cannot be passed before Easter it is not likely to be passed until the 
beginning of May owing to the Easter holidays). 

The Chinese Government would undertake that during the life of 
the fund their economic and monetary policy will be designed to main- 
tain the stability of the dollar in terms of sterling; that the Chinese 
Government and its agencies will buy and sell foreign exchange 
through one of the banks represented on the above-mentioned Com- 
mittee ; and that any foreign exchange acquired in excess of immediate 
commitments will be paid over to the fund so long as its sterling 
assets are less than ten million pounds. Further, the Chinese Gov- 
ernment would undertake to purchase British banking shares with 
any Chinese dollar assets at the rate of the day on which the fund is 
wound up unless some other arrangement is agreed between His 
Majesty’s Government and the Chinese Government.
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An announcement of the foregoing arrangement with the Chinese 

Government will be made in the United Kingdom Parliament at 3: 45 

p.m. (Greenwich mean time) on the 8th March. 

Wasuineton, March 7, 1939. 

611.989/109 : Telegram 

The Consul General at Shanghai (Gauss) to the Secretary of State 

Suanenatr, March 8, 1939—5 p. m. 

| [Received March 8—10: 41 a. m.] 

190. Department’s 43, March 7, 5 p. m., in regard to shipment of 

export produce to Shanghai from areas under control of Chinese 

Government. Procedure being followed here is for the American 

exporters to make out affidavits certifying that export produce will 

not be sold to Japanese and that it is the property of the American 

firm executing the affidavit. Affidavit is then sworn to and subscribed 

at this office. | 
Henningsen Produce Company, which has presented document of 

this nature to customs authorities at Ningpo, states that it has proved 

effective and that their cargo has been passed and has arrived safely 

in Shanghai. 
Repeated to Chungking and Peiping. 

Gauss 

798.94/14922 

Memorandum by the Adviser on Political Relations (Hornbeck) 

[Wasnineron,| March 8, 1939. 

In the conducting of our relations with countries of the Far East, 

and especially with Japan, we are making our principal objective 

that of discouraging interference by Japan with American interests 

in China. In the field of action, we are constantly making repre- 

sentations to the Japanese authorities. In the course of so doing, we 

are in effect constantly pointing out to the Japanese how they might, 

while going ahead with their aggression against an attempted con- 

quest of China, avoid encountering substantial opposition by and 

from the United States. 
Query: Is it more important to this country that interference with 

American interests in China be temporarily prevented than that 

Japan’s attempted conquest of China be not consummated Are the 

injuries which the Japanese are doing or might do to American inter- 

ests in China of more consequence to the United States than the dis-
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regard by Japan of her treaty pledges to this country and the violation 
by Japan of various and sundry basic principles in which this country 
believes? Is Japan’s violation of her pledges with regard. to the 

| open door a greater offense against this country than Japan’s viola- 
tion of her pledge not to resort to war in pursuit of national policy ? | 

Suppose that, for the time being, Japan listened to our remon- 
strances and took our advice that she refrain from interference with 
American interests in China; and suppose that J apan were to succeed 
in conquering China; would we not be confronted with this situation : 
first, Japan would have achieved her conquest by and through viola- 
tion of certain of her pledges to us and violence to our principles, and, 
second, Japan would, in conformity with her concept of the “new 
order in Asia”, thereafter largely destroy such of our interests in 
China as had up to that time survived ? 

Ought we not, in the field of action, broaden the scope of and per- 
haps shift the emphasis of our policy? Ought we not concern our- , 
selves more about the problem of seeing to it that Japan does not 
conquer China than about discouraging interference by Japan with 

_ American interests in China? a 
Must we not, toward safeguarding both our interests in China and 

our interests in general, assert ourselves toward ensuring the con- 
tinuance of Chinese sovereignty in China (as distinguished from 
acquisition by Japan of a substantive control over China and the 
Chinese) ? | 

It has been a traditional policy of this country to contend for and 
contribute to the survival of China as an independent state (“integrity 
of China”) ; this country’s policy in that respect has been coupled 
with—in fact was conceived as a supplement to and a means toward 
making good—our policy of contending for and giving support to 
the principle of equality of commercial opportunity (“open door’) 
in and with regard to China. If we want equality of opportunity 
in China, we must have a China. 

Both the principle and practice of the open door and the principle 
and practice of non-agegression (order with and under law) are at 
stake in the Japanese-Chinese conflict. It is not sufficient for us to 
contend for the open door. If China is conquered, we will have no 
open door. 

It is easier to give assistance to China than to place obstacles directly 
in the way of Japan. | 

We have already given a certain amount of assistance to China. 
Ought we not be making it a definite part of our policy to add to the 
measure and the methods of assistance by this country to China? 

The British Government is at this moment taking a new step toward 
assisting China (currency loan). This Government has given the 
British Government an assurance that we would study possibilities
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of action here with a hope that we would be able to take some new 
and parallel step in the same direction. Is not the moment at hand 
when, if at all possible, we should be taking some such step? 

Srantey K. Hornpeck 

893.51/6831 : Telegram oe 

The Secretary of State to the Ambassador in the United Kingdom 
| (Kennedy) | 

Wasuineton, March 9, 1939—6 p. m. 

173. Your 305, March 7, 6 p. m. In regard to the question of 
further representations to the Japanese on the subject of exchange 
control and trade restrictions in north China, the Department on 
March 4 instructed the American Ambassador at Tokyo * to approach 
the Japanese Foreign Office in regard to the matter and also suggested 
that he consult his British and French colleagues with the thought 
that they might wish to take similar but separate action. On March 9 
the Department telegraphed the American Ambassador at Tokyo ‘4 
suggesting additional argumentation for use in his approach to the 
Japanese authorities. 

. | Hovuu 

893.51/6836 : Telegram 

The Chargé in China (Peck) to the Secretary of State 

CuunexKine, March 10, 1939—3 p. m. 
[Received March 10—1: 45 p. m.] 

165. News of the successful conclusion in London of the Chinese 
currency credits scheme was received with unrestrained Joy and 
gratification in Chungking. Dr. H. H. Kung issued a statement ex- 
pressing gratification and appreciation for the granting of the credits 
which he said would prove a very helpful addition to the facilities 
for continued maintenance of the stability of the Chinese dollar. 
Pointing out that the granting of these credits is further evidence of 
Great Britain’s interest in the financial and economic situation of 
China, Dr. Kung declared that it is an act of far-sighted statesman- 
ship which is clearly in the mutual interests of both countries. 

[Here follows a report of press comment. | 
PECK 

5 See telegram No. 52, March 4, 3 p. m., p. 371. | : 
* See telegram No. 55, March 9, 8 p. m., p. 375. - 
5For Ambassador Grew’s note to the Japanese Minister for Foreign Affairs, 

dated March 11, see Foreign Relations, Japan, 1931-1941, vol. 1, p. 831.
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893.51/6837 : Telegram | 

Lhe Ambassador in Japan (Grew) to the Secretary of State 

Toxyo, March 11, 1939—3 p. m. 
| [Received March 11—6: 55 a. m.] 

132. Our 130, March 10, 8 p. m.,° reference British currency credit 
to China. 

1. At a meeting of the Budget Committee of the Lower House 
yesterday, the Minister for Foreign Affairs, in reply to a question, 
gave a report on the circumstances of the conversation which took 
place on March 8 between Craigie’ and the Vice Minister: 

“When the Vice Minister asked the British Ambassador for an 
explanation, he said to the latter that the consequences in setting up 
the stabilization fund, even if such consequences might be indirect, 
would operate to be helpful to Chiang Kai Shek and would therefore 
have substantial effect on Anglo-Japanese relations. In view of that 
statement the Japanese Government does not propose to make a pro- 
test immediately, but it intends to follow closely for the time being 
the operation of the stabilization fund. From the British point of 
view, it can be argued that the establishment of this fund is calculated 
to safeguard British interests, but it also must be admitted that the 
fund will bring about results favorable and helpful to Chiang Kai 
Shek. Even in respect of such results, the question of degree must 
be considered. Consequently, the Japanese Government must care- 
fully consider whether or not it should protest the setting up of a 
fund to support Chinese currency on the ground that such action con- 

: stitutes an extraordinary act of unfriendliness on the part of Great 
Britain against Japan.” 

2. The Foreign Minister, replying to the suggestion by a member 
that Japan should resort to specific diplomatic means to dissociate 
the United States from Great Britain, said: “It is intended to make 
every effort to follow a policy of friendship toward the United States.” 

Cipher text by air mailed Shanghai for repetition to Chungking. 
GREW 

893.51/6840 : Telegram 

Lhe Chargé in China (Peck) to the Secretary of State 

CuuNnGcEING, March 14, 1939—2 p. m. 
[Received March 14—10:15 a. m.] 

178. In discussing with an officer of the Embassy the recent grant 
of British credits to China, Dr. Arthur N. Young® remarked that 
the primary aim of the scheme is of course to stabilize the Chinese 
national currency. He added that the authorities concerned hope 

° Not printed. | | 
“Sir Robert Craigie, British Ambassador in Japan. 
* American adviser to the Chinese Ministry of Finance.
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and anticipate however that it will not be necessary to dip into the 

fund in order to support the currency but rather that it will be utilized 

for exchange stabilization operations in such a way as to return a 

profit. He said he thought the scheme would be successful in practice 

and commented that the knowledge that such a fund was existent would 

probably act as a deterrent to attempted speculative or political 

manipulations of Chinese currency. | 

Young professed to believe that the action of London in guaranteeing 

the credit marked a vital change in British policy in the Far Kast. 

He interpreted it as a realization on the part of Britain that to support 

the Chinese Government is the surest means in the present circum- 

stances of preserving British interests in the Far East. 

The informant also stated in strict confidence that negotiations are 

now being conducted in Paris for the granting of French credits for 

the purchase of commodities, presumably of a commercial character. 

He thought that the chances for the consummation of this latter 

project were bright but observed that the amount of the credit would 

not be so substantial as the recent American and British grants. 

Repeated to Peiping, Peiping mail code text to Tokyo. 
| Prck 

798.94/14877 

Generalissimo Chiang Kai-shek to President Roosevelt ° 

CuuNGKING, March 25, 1939. 

Dear Presipent RoosEvetr: In the middle of last December I asked 

your Ambassador Mr. Nelson T. Johnson, who was returning to 

Washington on leave, to bring to you a short letter of mine * and to 

present to you my views concerning the Far Eastern situation.” 

During the three and half months which have since elapsed, I have 

been much impressed by the increasing interest and growing concern 

with which the Government of the United States has followed the 

developments in this country. At the same time there have been 

taking place in other parts of the world momentous events which 

together with Japanese aggression in China have brought about a 

noticeable change of public opinion in the United States and which 

have thus given a powerful impetus to the policy you have been 

pursuing in the interests of liberty and democracy. 

The United States was the first country which rejected, in an offi- 

cial communication, Japan’s preposterous claim to establish the so- 

called “New Order” in East Asia. The American Government rightly 

pointed out that many of the changes in this part of the world had 

® Handed to the Secretary of State by the Chinese Ambassador and transmitted 
to President Roosevelt on March 29. : 

” Dated December 11, 1938, not printed. 
1imhe conversation between Mr. Johnson and President Roosevelt took place 

January 22.
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been brought about by the action of Japan herself. It is most re- 
assuring to hear the American declaration that no Power has the 
right to constitute itself the repository of authority and the agent of 
destiny in regard to the areas not under its sovereignty. Emphatic 
re-enunciation by the United States of the principle of inviolability 
of treaties and rights and obligations which rest upon treaty provi- 
sions served indeed as a serious warning to the aggressor. I am 
pleased to note that the pronouncements thus clearly and opportunely 
made by the Government of the United States have brought forth 
representations of a similar nature to Japan from the Governments 
equally concerned. 

I have been following with immense interest and pleasure your pub- 
lic utterances in which you so often and so consistently denounced 
acts of aggression and advocated defence of democracy and interna- 

_ tional good faith. I was especially moved by your eloquent speech 
made early in January before the Congress ™ in which you said that 
at the very least the United States could and should avoid any action 
or any lack of action which would encourage, assist or upbuild the 
aggressor. As was truthfully pointed out by you, certain laws origi- 
nally designed to meet certain state of affairs existent between two 
states may, contrary to the wishes of their framer, operate unevenly 
and unfairly and may actually give aid to the aggressor and deny it 
to the victim of aggression. I trust that at your initiative and under 
your guidance, efforts will be made to distinguish between the party 
who attacked and the party who defended and thus remove the possi- 
bility of unintentionally giving advantageous treatment to the 
aggressor. 

I am happy to recall that the discussions between American finan- 
ciers and Chinese representatives which, as you assured me in Novem- 
ber of last year,* were receiving your most careful and sympa- 
thetic consideration, resulted in the conclusion on February 8, 1939, 
of an agreement extending to the Universal Trading Corporation 
commercial credits to the total amount of twenty-five million dollars. 
Such financial help coming as it does at a time when J apan is mapping 
out her plan of subjecting China to her economic domination after 
military conquest has morally produced the most favorable effect 
everywhere, besides great material benefit accruing to China. It 
has increased the courage and confidence of our people, it has caused 
other countries to give us similar aid, and, what is more, it has brought 
home to Japan the plain fact that the United States will never aban- 
don China as a co-member of the family of nations. I take this op- 

“See telegram No. 59, April 28, 1934, 7 p. m., to the Ambassador in Japan, Foreign Relations, Japan, 1931-1941, vol. 1, p. 231. 
“ Message of January 4, Congressional Record, vol. 84, pt. 1, p. 74. “Letter of November 10, 1938, Foreign Relations, 1938, vol. m1, p. 376.
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portunity to acknowledge the debt of gratitude we owe to you and 
to the American people in this hour of China’s national crisis. 

International lawlessness is no longer confined to East Asia. Un- 
checked and uncombatted, it has spread like a contagious disease 
which is devouring its victims with apparent impunity. One act of 
aggression encourages and breeds another. Successful overthrow of 
law and order in one part of the world inevitably leads to an attempt 
of a similar coup in another. Had Japan been effectively checked by 
the concerted action of the Powers during her invasion of Manchuria 
in 1931, subsequent events not only in China, but in other parts of the 
world would have taken a different course, and humanity would not 
have to live as it does now so much in fear, agony and despair. 

Japan’s continued military aggression in China, coupled with the 
developments in Europe pregnant with the immediate danger of a 
world catastrophe, seems to have provided a new background for the 
trend of thought of a great number of American people with the re- 
sult that you will be able to proceed with greater effect and success. 
All peace-loving nations are now fervently praying that the United 
States may play a leading role in re-establishing international peace 
and order and saving world civilization from total destruction. And 
it is the fondest wish of China that the United States in undertaking 
this task will commence by bringing Japan to an early and full reali- 
zation of the wisdom and necessity of abandoning her adventure in 
China; for when skies in the Far East are clear, dark clouds that are 
now hovering over Europe will also disappear. Thus whether inter- | 
national relations will yet return to normal or are doomed to be per- 
manently characterized by brute force chiefly depends upon the noble 
efforts of the United States and of you, its great and able leader. 

Cuiane Kai-sHEK 

793.94/14835 : Telegram 

The Chargé in China (Peck) to the Secretary of State 

: CuuNGKING, March 28, 1939—9 a. m. 
[Received 10:15 a. m.] 

215. In the course of a call upon a responsible Chinese official ® 
on March 27, I asked regarding the present attitude of Germany 
toward the Sino-Japanese conflict and he said that he felt the German 
Minister for Foreign Affairs 1* was extremely pro-Japanese but that 
the Minister of Economics ” believed that Germany stood more to gain 
through relations direct with China than through a victorious Japan. 
He commented that, of course, this was true because even if Japan 
obtained any advantage from the war this would not be shared with 

* The Minister of Economic Affairs, Wong Wen-hao. 
%® Joachim von Ribbentrop. 
* Walther Funk.
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any other country. I inquired about the rumored negotiations for a 
renewal of the German-Chinese barter agreement and he said the 
German Minister of Economics had an emissary in Chungking named 
Voigt, formerly a businessman in Shanghai, who was pressing more 
for the carrying out of the terms of the barter agreement negotiated 
about 38 years ago than for its removal [renewal?] on different terms. 

| ‘Since hostilities began China has not been carrying out its terms ex- : 
cept that under a supplement negotiated a year after the date of sign- 
ing Germany had granted a cash credit of 100,000,000 marks for the 
purchase of war supplies and China had about exhausted this credit. 
He said that although the Chinese Minister of Finance is rather in- 
clined to carry out the original agreement, General Chiang views 
Germany with disfavor because of Hitler’s action in ordering out the 

| German military advisers and particularly because a time limit was 
set for their departure under threat of confiscation of their property 
and deprivation of citizenship which Chiang regarded as humiliating 
to himself. The Minister said that since the Japanese were making 
it increasingly difficult to export the Chinese products desired by 
Germany and to import manufactured goods the barter arrangement 
was decreasing in value to China even though the Germans were offer- 
ing as an added inducement to accept Chinese raw materials in pay- 
ment for war equipment. | 

He explained that the Germans refused to supply completely manu- 
factured military equipment but only such as was brought to a stage 
where its assembly could be completed in China. I asked whether any 
threats were being made and the informant replied that the argument 
was being used that the assembly [Government?] must do something 
to support that faction in Germany which preferred close relations 
with China rather than with Japan or automatically see the dominance 
of a pro-Japanese party. Recalling the negotiation of the original 
barter arrangement before the outbreak of hostilities, informant said 
that even then the Germans had stated frankly that Germany could 
not be satisfied with current supplies of raw materials but must store 
up quantities in advance in preparation for war. I inferred that 
there is little prospect of an early agreement with the German 
representative. Repeated to Peiping, Shanghai. Peiping send by 
mail to Tokyo. PEcK 

893.6359 Wolfram Ore/56 : Telegram 

The Secretary of State to the Chargé in China (Peck) 

WasHIneTon, April 8, 1939—3 p. m. 

65. Reference Shanghai’s despatch No. 2081 of March 4, 1939, and 
enclosures thereto ** which indicate that the Chinese Government has 

* None printed.
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pranted to the Peiping Syndicate exclusive export or selling rights for 

Chinese wolfram (tungsten ore). 
The Department desires that you make inquiries in regard to the 

matter and, if the reports are found in substance to be correct, that 
you, unless you perceive substantial objection, make appropriate rep- 
resentations to the Chinese Government based on the Department’s 
instruction No. 1745 of September 4, 1935, and the final paragraph 
of the Department’s instruction No. 182 of May 20, 1936. The De- 
partment suggests that, in addition to making clear our position with 
regard to monopolies as set forth in the instructions cited above, you 
point out that Chinese wolfram is a product of special interest to this 
country, express concern that the grant to a foreign company of mo- 
nopolistic rights with regard to the export and sale of wolfram might 
prove prejudicial to American interest in the product, and request that 
the Chinese Government carefully avoid any action that might have 
such an effect. 

Repeated to Shanghai, Peiping, and Hong Kong. | 
Hong Kong please repeat its 78, March 3, 1 p. m.,2 to Chungking, , 

Peiping and Shanghai. | 
| Hou . 

793.94/14877 

President Roosevelt to Generalissimo Chiang Kai-shek ” . 

Wasuineton, April 8, 1939. , 

My Dear Generar Cutane: I greatly appreciate having your letter : 
of March 25, 1939, which the Chinese Ambassador here, Dr. Hu Shih, 
delivered to the Secretary of State, Mr. Hull, for me; and I have read 
with interest and care your comments upon recent evidences of the 
attitude and policy of the Governments of the United States toward 
developments in the Far East and in the world at large. I have also 
noted attentively the views you express on the situation in the Far 
East in its relation to world events. 

I recall that, in an address given by you at Chungking in December 
last, you declared that “Internationally, our object is to support 
righteousness and justice, restore the prestige of treaties, and re- 
establish peace and order”, and you expressed confidence that “The 

® Foreign Relations, 1935, vol. m1, p. 786. 
7? Not printed ; in the final paragraph the Department instructed the Embassy 

that it “should continue to oppose actively not only monopoly agreements which 
accord to foreign interests an exclusive or preferential trade position but also 
unreasonable restraints on international trade”. (893.602/45) 

* Not printed. 
# Original forwarded with instruction No. 159, April 17, to the Chargé in China 

for transmittal to General Chiang. 
3 See telegram No. 622, December 27, 1938, 10 a. m., from the Chargé in China, 

Foreign Relations, 1938, vol. m1, p. 436.
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force of world justice will rise, and men of goodwill ultimately co- 

operate in the interests of rectitude”. Such also are the objectives of 

this Government and I am happy to join in your expression of con- 
fidence with regard.to the future. _ | 

Very sincerely yours, ° Frankuin D. Rooseverr 

893.6359 Wolfram Ore/58 : Telegram . 

The Chargé in China (Peck) to the Secretary of State 

Cuunexine, April 11, 1989—3 p. m. 
| — [Received April 11—11: 40 a. m.] 

253. Department’s 65, April 8,3 p.m. This morning I had an 
opportunity to ask Minister of Finance Kung about the reported 
wolfram export monopoly and he said that it was true that the 
Chinese Government had appointed the Peiping Syndicate exclu- 
sive agent for the sale of this ore in foreign markets. He explained 
that there was an unfortunate prospect that Kiangsi Province where 
tungsten mines principally are found would fall into Japanese mili- 
tary occupation and that the arrangement with syndicate carried with 
it a sort of guarantee of “protection” from the British Government. 
He said that if American Government had been willing to afford the 
same protection the Chinese Government would have been equally 
willing to make the arrangement with an American firm and he im- 
plied that similar arrangements in regard to other products were 
available but he was not specific. | 

It was clear that what he alleged about British “protection” was 
intended as a defense in advance against criticism of the granting 
of monopolistic privileges. I inquired whether the agreement with 
the syndicate meant that American purchasers would be obliged to 
deal only with that firm and Kung replied that the Government had 
exclusive control of tungsten sales and that purchases would have to 
be made either from the Government or the syndicate; even if the 
Government were the seller it would have to pay the syndicate its 
commission nevertheless. 

In view of Kung’s statement I venture to suggest that a formal 
protest through the Foreign Office would lead merely to a specious 
and evasive rejoinder or to a continuation of the present deadlock 
in our argument regarding government control of business in certain 
commodities. On the contrary if we desire to come to some private 
arrangement to ensure a supply [of] tungsten it would seem advisable 
to continue the discussion with Kung either direct or through K. P. 
Chen * who presumably is in New York. In the premises does the 

* Adviser to the Chinese Ministry of Finance.
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Department wish to make any change in its instruction regarding the 
wording of the protest? — 

Not repeated. a | | 
Ho PrcKk 

&93.51/6868 : Telegram | 

The Ambassador in France (Bullitt) to the Secretary of State 

| Paris, April 18, 19389—2 p. m. 
[Received April 18—12: 55 p. m.] 

766. The Chinese Ambassador * gave me this morning a copy of an 
aide-mémoire which he had presented to the French Government on 
April 18th requesting the French Government (1) to contribute to 
the Chinese currency stabilization fund; (2) to grant a guarantee of 
credits to facilitate the financing of railway and industrial develop- 
ments in Southwestern China; (3) to reduce the transit duties on 
supplies of matériel for China through Indo-China. 

I shall forward a copy of this aide-mémoire by pouch tomorrow.” 
| | Bowurr | 

893.51/6869 : Telegram a : 

The Chargé in China (Peck) to the Secretary of State 

Cuuncxine, April 19, 1939—10 a. m. 
[Received April 20—5: 30 a. m.]| 

275. McHugh?’ reports that Rogers, who returned from London 
while he was in Hong Kong recently, informed him that after Sir ) 
John Simon had announced the intention of the British Government 
to support Chinese currency and before the bill to this effect had 
been introduced in Parliament, a report had reached London direct 
from Chungking that the Bank of China and T. V. Soong * were 
being charged here with holding out reserves of foreign exchange, 
sabotaging the currency and pursuing a policy contrary to that of 
the Central Government. In order to appease the subsequent anger 
in some circles in London at this apparent split in the Chinese ranks, 
Rogers had immediately cabled to Young to obtain a, specific denial 
from Kung of this report and an assurance through the Chinese 
Ambassador of Chinese solidarity and appreciation of the forthcom- 
ing British assistance. This was done. 

[2.2] Rogers confirmed, however, that antagonism between Kung 
and Soong is stronger than ever and that both are trying to claim the 

*-V. K. Wellington Koo. LL. | 
* Not printed. See also telegram No. 770, April 18, 6 p. m., from the Ambas- 

sador in France, p. 528. . oo, . a 

27 Maj. James M. McHugh, U. S. M. C., Assistant Naval Attaché in China. 
*8 Chairman of the Board of Directors of the Bank of China.
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credit for the British transaction. He stated that Clark Kerr ” had 
inadvertently pinned the credit on Soong in November by forward- 
ing to London the suggestion for a joint stabilization fund as coming 
from Soong although Rogers himself had earlier proposed the idea 
to both Kung and Soong. Rogers said he had purposely brought 
Tsuyee Pei ® to Chungking in January with Soong’s permission to 
show Kung the balance sheet and complete position of the Bank of 
China in order to forestall criticism of the bank. He blamed Kung 
therefore for permitting the report against the Bank of China to 
reach London. | 

3. He did not, however, in relating all that had transpired in 
London in obtaining the support of Sir John Simon or of putting — 
the bill through the House indicate that the questions of Soong re- 
placing Kung, of British financial advisers being substituted for 
Americans in China or of abolishing the Central Bank had ever been 
suggested in London. The continuance of the Central Bank is in 
fact essential to the maintenance of the present currency system. He 
did assert that the charge of any selfish manipulations by the Bank 
of China was ridiculous in view of the fact that it and the Bank of 
Communications had had to borow their five million pounds contri- 
bution to the fund. Their ability to borrow at the low rate of 234% 
and without security proved belief in their integrity. 

4, Another point of ill feeling between Soong and Kung is the 
fact that the latter pledged the Bank of China in the recent purchase 
of American planes without reference to the former. | 

5. McHugh requests that substance of the foregoing be made avail- 
able to the Navy Department. Peiping please similarly convey to 
Naval Attaché and Shanghai to the Commander-in-Chief. 

PEcK 

893.6359 Wolfram Ore/58 : Telegram 

The Secretary of State to the Chargé in China (Peck) 

Wasuineton, April 25, 1939—7 p. m. 
78. Your 253, April 11, 3 p. m., in regard to tungsten ore. Although 

we appreciate the force of your suggestions with regard to the man- 
ner of handling this matter, it is our opinion that an approach along 
the lines set forth in the Department’s 65, April 8, 3 p. m., should be 
made. Such an approach would serve the purpose of placing on 
record with the Chinese Government our position with regard to this 
matter and of emphasizing our interest, which is especially important, 

* Sir Archibald Clark Kerr, British Ambassador in China. | 
” Assistant General Manager of the Bank of China. 
* Adm. Harry E. Yarnell, U. S. Asiatic Fleet. a
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in the commodity under reference and our solicitude that American 

companies might as a result of action by the Chinese Government ex- 

perience difficulty in obtaining supplies. | 
Huu 

893.51/6908 

Memorandum of Conversation, by the Adviser on Political Relations 

(Hornbeck) 

[Wasuineron,| May 16, 1939. 

In the course of a conversation which I had recently with the Chi- 

nese Ambassador, Dr. Hu gave me an account of the situation which 

had prevailed at Chungking after the fall of Hankow and the capture 

of Canton, and just preceding the announcement of the Export- 

Import credit of $25,000,000, and in the giving of the account indi- 

cated that the extending of that credit had had a tremendous effect 

on Chinese morale and policy. He said that there had been a head-on 

conflict within the Chinese Government over the subject of continuing 

resistance or making peace on the best terms obtainable, which terms 

would have been highly unfavorable to China; and he indicated that 

announcement of the credit had greatly helped Chiang Kai-shek to 

gain the decision for continued and intensified resistance. — 

| Stantey K. HornBeck 

893.51/6899 

Memorandum by Mr. Joseph M. Jones of the Division of Far astern 

Affairs 

[Wasurineton,] May 19, 1939. 

An examination of the files discloses that the British Government 

has extended two types of financial assistance to China, one consist- 

ing of a contribution to a fund for the stabilization of the Chinese 

currency and the other consisting of commercial credits guaranteed 

by the Exports Credit Guarantee Department. 

With reference to the contribution to a fund for the stabilization 

of Chinese currency, the British Government on March 8, 1939, an- 

nounced that it had entered into an agreement with the Chinese 

Government to establish a Chinese currency stabilization fund and 

for that purpose had agreed to advance £5,000,000. (See Tokyo’s tele- 

gram No. 122, March 8, 3 p. m.,” and the British Embassy’s aide- 

mémoire of March 7, 1939.) , 

= Not printed. | |
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In regard to the guaranty of commercial credits, an aide-mémoire 
of the British Embassy over date January 6, 1939, contained the state- 
ment that “I'he United States Government are aware that His Maj- 
esty’s Government have already allocated to China about £500,000 of 
credits which will become available when the Export Guarantee Bill 
is passed”. According to a report from the Assistant Commercial 
Attaché in London, the Export Guarantees Act 1939 went into effect, 
on February 28, 1939. | | 

The Commercial Attaché at Shanghai reported in a telegram of 
date April 14, 1939, that according to the press the British Exports 
Credit Guarantee Department had agreed to advance £3,000,000 to 
China in addition to the half million pounds previously advanced. 
There is no further indication in the files that this additional credit 
was in fact made available to the Chinese. _ oe 

In a report entitled “The Exports Credit Guarantee Department” 
of date April 24, 1939,* the Assistant Commercial Attaché in London 

| stated that “prior to the passage of this act (the Export Guarantees 
Act, 1939) the only medium-term guarantees of any importance given 
in connection with China have been for trucks and lorries, intended 
mainly for use on the new line of communication from Burma”. It 
would appear then that certain credits to China were guaranteed prior 
to the passage of the Export Guarantees Act of 1939, but in as much as 
the Export Guarantees Act in effect prior to that time did not provide 
for credit guarantees “in the national interest” it is probable that 
these were more of the nature of ordinary commercial credits. 

It appears then that the British Government has definitely lent 
financial assistance to China to the extent of £5,500,000. An addi- 
tional credit of £3,000,000 may have been extended by the British 
Exports Credit Guarantee Department but there is no authoritative 

: information in the files which would confirm this extension. 

893.6359 Wolfram Ore/62 

Lhe Ambassador in China (Johnson) to the Secretary of State 

No. 217 CuHunGrKING, May 27, 1939. 
| [Received June 13.] 

Subject: Sale of Wolfram produced in China. 
Sir: I have the honor to refer to my despatch No. 196, of April 29, 

1939, on the subject “Protest against granting to a foreign firm of 
an exclusive sales agency for Chinese wolfram”. 

There is enclosed a translation of a reply from the Minister for. 
Foreign Affairs, dated May 18, 1939, to the note of protest of April 

® Not found in Department files. a 
* Not printed.
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28, 1939, reported in that despatch. Salient information in the reply 

includes the following: A wolfram export trade agency contract was 
concluded in November, 1938, by the Chinese National Resources Com- 
mission with the Pekin Syndicate, a British firm, constituting the 
Syndicate the Commission’s agent for the export of wolfram from the 

| Provinces of Kiangsi, Hunan and Kwangtung and for the sale of 
wolfram on behalf of the Commission; the Syndicate does not itself 
make purchases nor engage in speculation in wolfram for its own gain ; 
the Commission retains authority to set the prices, quantities and sell- 
ing methods involved in sales of wolfram; the Commission also re- 
serves the right to purchase and ship wolfram in exchange for other 
products and to use wolfram as security for loans; there is, therefore, 
no discrimination between nations desiring to purchase wolfram, ex- 
cept in the case of the nation now invading China, sales to which are 
to be stopped; otherwise sales will be conducted in accordance with 
the terms of existing treaties; for more than three years the sale of 
Chinese wolfram has been under the control of the Chinese Govern- 
ment and in that time a Wolfram Control Administration and a For- 
eign Trade Bureau have been established and are handling internal 
and foreign trade in this commodity. 

I venture to express the opinion that in the circumstances now exist- 
ing, when China is mobilizing the entire human, natural and economic 
resources of the nation to resist invasion on a stupendous scale, it 
would be unreasonable and probably futile to insist on withdrawal 
of government control of the wolfram industry. At the same time it 
would be well to face the probability that Government control of 
basic industries in China has come to stay, the Chinese Government 
being of the opinion that such control is essential to the economic 
development of the country and having adopted it as a national policy. 

Respectfully yours, For the Ambassador: 
Wuxys R. Peck 

Counselor of E’mbassy 

893.51/6931 | 

Memorandum of Conversation, by the Chief of the Division of 
Controls (Green) 

[WasutneTon,] May 29, 1939. 

In the course of a conversation on another subject which Mr. Horn- 
beck and I had with the Chinese Ambassador in Mr. Hornbeck’s 
office today, the Ambassador spoke of the Secretary’s recent letter to 
the Chairmen of the Senate Committee on Foreign Relations and the 
House Committee on Foreign Affairs * in regard to neutrality legis- 

% Dated May 27, Department of State, Peace and War: United States Foreign 

Policy, 1981-1941, Document No. 130, p. 461. 

278040—55——48
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lation, a subject to which he had referred at the beginning of our con- 
| versation. He mentioned particularly the proposed provisions of 

neutrality legislation relating to loans and credits, saying that he had 
experienced and would experience great difficulty in explaining to his 
Government and to his compatriots the attitude of the American 
Government and American people toward loans and credits to bellig- 
erents. He pointed out that the recent $25,000,000 credit granted by 
the Export-Import Bank contained restrictions as to the use to which 
that credit could be put. He said that his Government had rigorously 
refrained from using any of that credit for the purchase of arms, am- 
munition, or implements of war. However, as the Chinese civil re- 
serve was now almost depleted, his Government felt an urgent neces- 
sity for a further credit or for a loan which could be used for the pur- 
chase of arms, particularly airplanes. He said that he hoped that 
means could be found to enable his Government to obtain such a credit 
or such a loan in this country but that he had brought the matter up 
today merely in order that we might give the question consideration 
and that he did not expect any immediate reply. 

| JosePH ©, GREEN 

893.6359 Wolfram Ore/66 

Lhe Ambassador in China (Johnson) to the Secretary of State 

No. 221 Cuunexine, May 29, 1939. 
[Received July 24.] 

Sir: I have the honor to refer to my despatch No. 217 , May 27, 1939, 
on the subject “Sale of Wolfram produced in China”, and to enclose 
in this relation a translation of a third-person note from the Ministry 
of Foreign Affairs, dated May 24, 1939, together with copies of the 
enclosures thereto. These enclosures, constituting an exchange of 
letters between the Chairman of the National Resources Commission 
and the General Manager of the Pekin Syndicate Limited, confirm the 
existence of a mutual understanding that the sale of wolfram ore shall 
be conducted in conformity with the various treaties and agreements— 
particularly the Nine Power Treaty—, and also confirm that there 
shall be no discrimination with regard to countries other than those 
engaged in hostilities with China in relation to transactions in the 
wolfram ore trade. 
Respectfully yours, For the Ambassador: 

Wuuys R. Peck 
| Counselor of Embassy 

* Enclosures not printed.
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893.51/6905 : Telegram - : 

The Ambassador in France (Bullitt) to the Secretary of State 

Paris, June 6, 1939-—5 p. m. 
[Received June 6—3 p. m.] 

1076. Personal for the Secretary. When I talked with Leger * 

this morning I asked him if the negotiations of the French Govern- 

ment with the Chinese Government for a loan to support the Chinese 

currency and for a credit for purchase of railroad equipment and 

factory equipment in France had been brought to a successful con- 

clusion. 
Leger replied that Bonnet * had been opposing the conclusion of 

these agreements. Bonnet seems to be using at the present time a 

conversation which Ambassador Saint-Quentin had had with you as 

the basis for his argument that France should not give China at this 

time either the currency loan or the credit. : 

Saint-Quentin’s report of his conversation with you according to 

Leger indicated that the Government of the United States believed 

that France should do nothing at the present time which might incur 

the displeasure of the Japanese Government because the Government 

of the United States believed that by following a policy of appease- 

ment with the Japanese Government it might be possible to detach 

Japan from its relations with Germany and Italy. 

I said to Leger that I had no information whatsoever with regard 

to your conversation with Saint-Quentin; but I believed that the 

French Ambassador must have misinterpreted your thoughts. 

I called Leger’s attention to the fact that Bonnet had said to me | 

on July 6th last and on August 5 last (see my telegrams No. 107%, 

July 7, noon,” and No. 1228, August 5, 11 p. m.“) that if the Ameri- . 

can Government should consent to give a loan to China the British and 

French Governments would follow suit. I added that I felt certain 

that you could not have intended to convey the idea that the Gov- 

ernment of the United States believed that France should not now 

grant the loan and credit which had been promised to the Chinese 

Government. 
I am sending you this information in the form of a personal tele- 

gram because I feel that you might possibly wish to send for Saint- 

Quentin and say to him that our Government far from opposing a 

loan and credit from France to China would welcome the granting of 

7 A Léger, Secretary General of the French Foreign Office. 

8 Georges Bonnet, French Minister for Foreign Affairs. 
® Foreign Relations, 1938, vol. m1, p. 534. 
“Not printed.
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such assistance by the French Government and that we had not for- 
gotten the statements in this regard of Bonnet to me on July 6 and 
17, 1938. . 

| | | BULuLItr 

893.51/6923 | 

Lhe Ambassador in the United Kingdom (Kennedy) to the Secretary 
| — | of State 

No. 2857 Lonpon, June 14, 19389. 
[Received June 23.] 

Sir: I have the honor to refer to instruction No. 753 of May 27, 
1939," enclosing for comment a copy of a Departmental memorandum 
entitled “British Financial Assistance to China”. 

As reported in paragraph 6 of the Embassy’s 14 of January 4, 
6 p. m., it was the intention of the British Government, according 
to Sir Frederick Leith-Ross, to earmark a quarter of the £10,000,000 
“political” export credit for China and, according to the British 
Treasury, this still remains the intention of the British Government. 

On December 19, 1938 an inspired article by its diplomatic cor- — 
respondent appeared in The T'imes stating that “the Government hope 
soon to put about £500,000 to the credit of the Chinese Government, . 
with the prospect of other sums to follow.” To date only £140,000 
of this export credit has been drawn on by the Chinese Government 
in connection with an order for motor trucks amounting in all to 
£220,000. According to the British Treasury, the Chinese Govern- 
ment has shown no disposition to make use of the remainder. 

| This export credit for trucks, as mentioned in the Embassy’s 1310, 
. November 12, 3 p. m.,** was designed originally to fall within the 

provisions of the non-political Export Credit Guarantees scheme but 
the announcement of its conclusion was hastened by the publication of 
the $25,000,000 American credit. The British Government had been 
under fire from a number of quarters which held the view that it had 
not been sufficiently prompt and generous in rendering aid to China. 
The announcement of the £500,000 credit was no doubt designed to 
prevent further criticism when Parliament reconvened after its 
Christmas recess. However, the haste with which this matter was 
dealt with hindered the arranging of satisfactory security, neces- 
sary in the case of ordinary export credits. Although the “political” 
Export Guarantees Bill did not become law until February 28, 1939, 
the truck credit is, I understand, now being retroactively allocated 
to that account. : 

“ Not printed. 
“See memorandum by Mr. Joseph M. Jones of the Division of Far Eastern 

Affairs, May 19, p. 667.



5 UNDECLARED WAR i 673 

‘As indicated in previous reports, the British Treasury has often 

complained of the indefiniteness and the inefficiency of the Chinese 

in formulating propositions. It now states that a draft scheme 

which would necessitate “political” export credits totalling about 

£1,200,000 was handed to the Chinese over a month ago and to date 

no reply has been received. The material concerned is mainly indus- 

trial machinery having to do with the production of instruments of 

war. The British Treasury is inclined to attribute a share in this 

delay to Mr. P. W. Kuo who, although he enjoys no official status in 

London, is Dr. Kung’s representative here. As indicated in the 

Embassy’s 840, August 30, 7 p. m. (1938), he has actively partici- 

pated in discussions with the Export Credit Guarantees Depart- 

ment. ... | 

In supplying the above information, the British Treasury asked — 

in turn for information as to how far the Chinese have drawn upon 

the $25,000,000 American credit. | | 

Beside Chinese propensities in conducting business negotiations, 

there are also British inhibitions. - . | 

One arises out of the character and training of the Treasury and 

Export Credit Guarantees Department officials. who are for the most 

part technicians not accustomed to taking a large political view of at- 

fairs. Furthermore, they have been assiduously trained in a tight- 

fisted school. Therefore, in arranging any new credits for China these 

officials wish to obtain from the Chinese similar security to that given 

by the Chinese to the United States in the matter of the $25,000,000 

credit, It is even believed here that the Bank of China guarantee 

given to the United States was obtained without the free concurrence 

of the Bank of China, and my impression is that Mr. Rogers, for one, 

would not like to see the Bank of China extend such guarantees ad 

libitum. Accordingly there has been some talk of using the Yiinnan 

tin production as a substitute security, the foreign exchange for which 

now remains in the hands of the Provincial Government. No doubt 

the Central Government has been urged to attempt to obtain control 

of this source of foreign exchange, which is said to produce some £2,- 

000,000 per year. 

Secondly, those in charge of the management of the financial re- 

sources of this country, as a result of the drastic change of British 

policy which occurred after March 15th,* are now beset with appeals 

for financial assistance. All of Great Britain’s new-found allies— 

Poland, Turkey, Rumania and Greece—as well as such other coun- 

tries as Yugoslavia and Bulgaria are asking for money, and yet more 

money. At the same time the British Government has undertaken an 

armament programme for the current financial year which will entail 

“8 Foreign Relations, 1988, vol. 11, p. 551. : 

“Date of the seizure of Czechoslovakia by Germany. ,
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borrowing on its own behalf to the extent of £380,000,000. The Brit- 
ish Treasury is, therefore, facing a serious problem of apportioning 
available resources. : . 
Furthermore there is, as the Department is aware, a general dis- | 

- position in high official quarters in Great Britain to look to the 
United States as the appropriate Power to bear the main burden in 
the Far East. With extensive and precarious European and Mediter- 
ranean commitments, the British Government is acutely aware of its 
vulnerability in the Far East. 

| Incidentally, current developments in Tientsin may well precipitate 
a re-inspection of the position analyzed in the British Embassy’s atde- 
mémotre of January 25, 1939. Asked in the House of Commons 
to-day whether “the Prime Minister will immediately inform the 
Japanese Government that, unless the threatened Japanese blockade 
of the British Concession at Tientsin“ is discontinued, Japan will 
at once be denied all use of the ports of Hong Kong, Singapore and 
Penang”, the Parliamentary Under Secretary for Foreign Affairs re- 
plied: “The question of what measures will be appropriate in regard 
to the Japanese blockade of the British Concession at Tientsin is at __ 
present under examination, and must depend in some degree upon 
the nature of the action taken by the Japanese.” Asked, further, “Are 
His Majesty’s Government working in close touch with the French 
and American Governments in connection with this matter?” he re- 
plied: “The honorable member may rest assured there is close con- 
tact with both these Governments.” 

Respectfully yours, For the Ambassador: 
| Herscuen V. Jounson 

| | Counselor of Embassy 

898.51/6924 

Lhe Ambassador in the United Kingdom (K ennedy) to the Secretary 
of State 

No. 2867 Lonpon, June 15, 1939. 
[Received June 23.] 

Sir: I have the honor to refer to despatch No. 2352 of March 27 ; 
1939, and previous correspondence regarding the China Currency 
Stabilization Fund and to report that, according to Mr. Hall-Patch 
of the British Treasury, the French Embassy notified the British 
Government on June 12 that the French Government was prepared 
to enter the China Currency Stabilization Fund with a contribution 
of 200 million francs. The French Government has in turn asked 

* Ante, p. 490. 
* See vol. rv, pp. 163 ff. 
“Not printed.
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for representation on the Management Committee and other partici- 

pating privileges. In this connection Mr. Hall-Patch stated that the 

French could not believe that there was not some hidden benefit which 

was accruing to Great Britain through its contribution to the Stabili- 

zation Fund and that would not, therefore, automatically be obtained 

by them. He added that the British Treasury had had some difficulty 

in persuading the French Embassy that the purpose of the China 

Currency Stabilization Fund was as stated publicly and that the only 

other benefit that might accrue would result from the successful 

operation of this instrument. | 

Respectfully yours, For the Ambassador : 

HerscHet V. JOHNSON 

Counselor of Embassy 

893.51/6928 | 

Memorandum of Conversation, by the Secretary of State 

[Wasuineron,] June 17, 1939. 

The French Ambassador came in and said he had heard of a report 

from Ambassador Bullitt to me,” to the effect that I had previously 

suggested to the French Ambassador that it might not be best for 

the French to make loans to China at this stage, the theory being 

that it might irritate Japan. The Ambassador said that, of course, 

I had not said any such thing to him and he had not thought of such 

an idea himself, much less reported it back to his Government. This 

was the substance of our conversation. There were some general 

remarks by him about the world situation, with special reference to 

Europe, but nothing of consequence. 
C[orpeti] H[ct1] 

798.94/15119 

Memorandum of Conversation, by the Secretary of State 

[Extracts ] 

[Wasuincton,] June 21, 1939. 

The Ambassador of China called on his own request. .. . 

The Ambassador then stated that his Government had been able 

to secure loans of about 75 million dollars on the strength of the loan 

of 25 million dollars of our Export-Import Bank. This included 25 

million dollars from the British governmental agencies, etc., etc. He 

said he was sure that their consignments of tung oil would come 

through safely and regularly. He then said that none of the 25 

* Telegram, No. 1076, June 6, 5 p. m., p. 671.
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million dollar loan made by this Government to China had been 
expended for anything of a military nature by his Government. 
Finally he urged me, in behalf of Finance Minister Kung, to support 
an application for a further loan from the Export-Import Bank. I 
said that Jesse Jones is President of the Export-Import Bank © and 
that the Ambassador would probably want to take the matter up with 
him and the Treasury as a first, step. | 

- a C[orpett] H[vxx] | 

893.51/6929. | | 
Memorandum of Conversation, by the Under Secretary of State 

: (Welles) 

[Wasuineron,] June 22, 1939. 
| The French Ambassador called to see me this afternoon at his 

request. ‘I'he Ambassador started in by telling me of his conversation 
_ with the Secretary and with Mr. Dunn* on the subject of the report 

sent by our Embassy in Paris quoting the opinion expressed by the 
French Foreign Minister to the effect that this Government had indi- 
cated to the French Ambassador here that it was not favorably 
inclined towards any financial or other assistance to China. The 
Ambassador said that he had already explained to the Secretary and 
to Mr. Dunn that in all of his conversations with officials of this 
Department, including myself, the opinion had always been expressed 
that this Government believed that such assistance as might be appro- 
priate and feasible should be extended to China. Consequently, he | 
could only assume that M. Bonnet, who had seen a telegram from the 
Ambassador some months ago reporting a conversation he had had 
with me in which I had stated that this Government was not prepared 
at the present moment to consider the imposition of economic sanc- 
tions on Japan, had gathered that because of that statement we were 
not prepared to do anything at all that might irritate Japan even 
including the lending of proper and appropriate assistance to China. 

I merely stated that I did not recall ever having discussed the two 
matters at the same time and that I did not see any connection between 
them. The Ambassador said that he had already taken every neces- 
sary step to clear up this apprehension which had existed on the part 
of his own Government. 

The Ambassador talked in a desultory manner about conditions in 
the Far East about which he had no recent information. 

Slumner] W[xtxzs] 

* Jesse H. Jones was Chairman of the Executive Committee of the Export- Import Bank. 
** Memorandum of conversation by James Clement Dunn, Adviser on Folitical Relations, on June 17, not printed.
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893.516/629a : Telegram | 

The Secretary of State to the Ambassador in the United Kingdom 

a (Kennedy) 

| WASHINGTON, June 23, 1939—7 p. m. 

479. The Department desires that you approach the British Foreign 
Office and orally and informally make a statement along lines as | 
follows: oe 

The British Government has in the past expressed its views that 
cooperation among foreign banks in China is desirable. For this 
reason the American Government desires to call to the attention of the 
British Government three instances in which British banks would | 
seem to have acted in a manner which American bankers have felt 
did not conform to that spirit of cooperation which they have been 
endeavoring to maintain. | | . 

The manner in which the new Chinese exchange policy was put into 
effect on June 7 * by the Stabilization Committee, upon which are 
represented two British banks, has created an unfortunate impres- 
sion upon American and other banks which have been endeavoring to 
cooperate with the exchange control. American bankers in China 
do not quarrel with the decision for a change of exchange policy by 
the control authorities but they learned of the new exchange policy 
only when one of the foreign banks applied to the control authorities 
and was told that no exchange was being sold. In view of the coopera- 
tion which American banks have demonstrated in the past toward the 
exchange control authorities it would appear that those banks are 
entitled to a greater degree of consideration and cooperation on the 
part of those authorities. | | 

Our reports indicate that early in the month of March British 
banks in north China announced their attitude in regard to the trade 
and exchange control measures instituted by the local authorities and 
then without having first consulted American banks sought to bring 
pressure upon American banks to adopt the same attitude. 

At Shanghai, notwithstanding reported promises of the manager 
of the Chartered Bank as the senior British bank that the British 
banks would consult American banks with a view to maintaining 
a common policy in regard to acceptance of the new Huahsing Bank 
notes, American banks were not even informed of the decision of the 
British banks not to have anything to do with the Huahsing Bank 
or its notes until the decision became generally known to the customers 
of the British banks on May 1. 
American banks in China have not protested against the foregoing 

acts of British banks in China but it is our understanding that the 
American banks feel that those acts have not been in conformity with 
a spirit of cooperation. 

Hoi. 

* On instruction of the Stabilization Committee, the banking agents of the 
Chinese Stabilization Fund in Shanghai refused to sell foreign exchange for 
Chinese currency. This withdrawal of support resulted in a fall in the exchange 
value of that currency.
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893.516/619 : Telegram 

The Secretary of State to the Ambassador in China (Johnson) 

| WASHINGTON, June 23, 1939—7 p. m. 

113. Shanghai’s 486, June 9, 7 p. m.* Please approach appro- 
priate officials of the Chinese Government at such time as may appear 
opportune and say orally and informally that in view of the Chinese 
Government’s previously expressed desire that American bankers in 

China cooperate in policies desired by the Chinese Government, the 
American Government desires to ask that the utmost feasible effort 
be made to facilitate that cooperation. You may add that the manner 
in which the new exchange policy was put into effect by the Stabiliza- 
tion Committee created an unfortunate impression not only upon 
American but also upon other foreign banks which have been endeavor- 
ing to cooperate with the exchange control; that foreign banks learned 
of the new exchange policy only when one of them applied to the 
control authorities and was told that no exchange was being sold. 
Say in conclusion that American bankers in China do not quarrel with 
the decision for a change of exchange policy by the control authorities 
but that they feel that the procedure followed in the instance under 
reference was not as considerate as might warrantedly have been 
expected. 

For your confidential information the Department is instructing 
the Embassy in London to express views similar to the foregoing to 
appropriate officials of the British Foreign Office and in addition, in 
connection with the general question of cooperation among foreign 
banks in China, to point out two other instances (in connection with 
north China trade and exchange control measures early in March, and 
the Huahsing Bank in Shanghai on May 1) in which British banks 
have acted in a manner which American banks have felt did not 
conform with a spirit of cooperation. 

Repeated to Shanghai and Peiping. 

Hou 

893.516/627 : Telegram | 

The Ambassador in China (Johnson) to the Secretary of State 

CHUNGEKING, June 26, 1939—9 a. m. 
[Received 1:48 p. m.] 

408. Department’s 113, June 23, 7 p. m. I took the occasion last 
evening to bring this matter to attention of Kung who stated it was 
their desire to cooperate with American banks and suggested that 
situation would be simplified if American bankers joined Exchange 

® Not printed.
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Stabilization Fund, from which they were buying exchange. He 

pointed out that French had joined. It is my understanding that one 

of the purposes of recent visit of French Ambassador to Chungking 
was to complete an arrangement whereby a French contribution to the 

Stabilization Fund set up by British was made. 
Repeated to Peiping, Shanghai. 

| JOHNSON 

893.102 Tientsin/321 : Telegram 

The Ambassador in the United Kingdom (Kennedy) to the Secretary 
| | of State | 

Lonpon, June 28, 1939—4 p. m. 
[Received June 28—12: 50 p. m.] 

906. In the London press of today it was intimated that the Japa- 
nese “semi-official” programme for the Anglo-Japanese negotiations 

| on Tientsin includes (1) recognition by the Concession authorities _ 
and banks of the money of the Japanese controlled Federal Reserve 

Bank and refusal to accept or exchange the currency of the Chinese 

Government, and (2) handing over to the Federal Reserve Bank of 
the silver belonging to the Chinese Government now in the Conces- 
sions. 

The French Financial Attaché informed a member of my staff, since 
the French Government was on the point of contributing to the China 
currency Stabilization Fund (my 2867, June 15), he had requested 
assurances from the British Treasury this morning that the negotia- 
tions about Tientsin would not result in a change in their attitude 

towards the Chinese currency situation. He stated that he had re- . 

ceived the requisite assurances in unambiguous terms. 
However, in the course of luncheon conversation a member of the 

Cabinet referred to the Chinese currency problem, about which he 
was not at all clear in his own mind, but volunteered to me that he 
felt that what they might do might embarrass them with the French 

and the Americans. 
As indicated in the second paragraph of my 905, June 27, 7 p. m.,* 

I think we should watch this aspect closely. 
KENNEDY 

* Vol. Iv, p. 205.
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893.516/631 : Telegram | | 

The Ambassador in the United Kingdom (Kemnedy) to the Secretary 
| of State | - 

| Lonpon, June 30, 1989—10 p. m. 
[Received June 30—4: 45 p. m.] 

924. Your 479, June 23, 7 p. m. was duly communicated orally and 
informally to the British Foreign Office. In the course of a conversa- 
tion today Bewley of the British Treasury stated that that matter had 
been referred by telegraph to Shanghai. At the same time he offered 
the personal comment that the first complaint (fourth paragraph of 
your 479) did not seem to him well founded in that an exchange stabi- 
lization fund could not operate successfully and at the same time give 
prior notice of its actions. 

Bewley went on to say that while the spot squeezing tactics were 
having the desired effect Rogers was aware that a secondary danger 
might be created of involving some of the Chinese banks in difficulties. 
The British Ambassador in Shanghai had therefore been instructed 
to get in touch with his colleagues to the end that the gentlemen’s 
agreement of 1937 should be fully implemented. _ 
He intimated that the Stabilization Fund had suffered considerable 

losses and that these technical tactics had been employed as the best 
available substitute for meeting the strain on the Chinese dollar which 
increased importations into China had recently accentuated. He went 
on to say that £10,000,000 was obviously too small a sum to reenforce 
a currency of a country the size of a continent at war and he cast out 
a hint that due to the necessity of aiding its newly found allies ® Great 

, Britain was not in a position to give further financial aid to China 
except through the export credit schemes. He maintained that the 
British Government was prepared to render further aid in that way, 
the inference being America might consider contributing to the Stabil- 
ization Fund. However, he took pains not to make any specific sug- 
gestion. | 

Bewley also read an extract from a report of Rogers which he said 
he passed on for what it might be worth: 

“The American-Chinese agreement provides for a schedule of wood 
oil shipments which will provide almost double the amount of the 
United States currency required to meet the service of the credit and 
this surplus is to be used to buy American manufactured products 
other than munitions. This blocks United States exchange which 
would otherwise accrue to the balance of payments.” 

KENNEDY 

* Greece, Poland, and Rumania.
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893.51/6933A : Telegram 

The Secretary of State to the Ambassador in the United Kingdom 

- (Kennedy) 
— Wasuineron, July 7, 1939—7 p. m. 

510. Your 924, June 30,10 p.m. With reference to Bewley’s com- 

ment that an exchange stabilization fund cannot operate successfully 

and at the same time give prior notice of its actions, the Department _ 
desires that you tell Bewley that it is our impression that American 
banks do not expect prior notice of the actions of the Stabilization 
Committee but that at the time of the recent change of exchange policy 
they felt that it would have involved no great difficulty for the Stabili- 
zation Committee to have informed American and other cooperating 
banks at the close of business on one day that the control would not 

operate on the next. | 
In regard to Rogers’ statement with respect to the operation of the 

Export-Import Bank’s credit which Bewley passed on to you, the 
Department desires that you inform Bewley orally and in strict con- 
fidence that in view of the fact that the Chinese Government is en- 
gaged in large scale hostilities and is obliged to make regularly large 
purchases of raw and manufactured products abroad, the provision 
that that half of the revenue of the Universal Trading Company (ac- 
cruing from wood oil sales) which is not pledged for the service of 
the credit shall be used (after an allowance therefrom for reasonable 

operating expenses and reserves) for the purchase of American agri- 

cultural and manufactured products, can scarcely be considered a 

drain on China’s balance of payments. You may say that although the 

Universal Trading Company is pledged by its contract with its Chi- 

nese correspondent and with the Export-Import Bank to buy Ameri- 

can agricultural and manufactured products with the unpledged reve- 

nue, the American Government has no control over the expenditure of 

that revenue and makes no stipulation in its regard other than the 

foregoing. Finally, you may say that in any case the surplus 1s small: 

Even at such time as the credit may be drawn on in full, the surplus 

will probably not exceed around $1,125,000 annually, out of which the 

entire expenses and reserve requirements of the Universal Trading 

Company must be met. | 

Referring to the statement on page 3 of your despatch No. 2857, 

June 14, 1939, that “the British Treasury asked in turn for informa- 

tion as to how far the Chinese have drawn upon the $25,000,000 

American credit”, you may inform appropriate officials of the British 

Treasury in strict confidence that to date approximately $7,500,000 

have been actually paid out, tho orders have been placed which will 

require substantially more. 
Hut
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893.516/632 : Telegram . 

| The Ambassador in China (Johnson) to the Secretary of State 

CuHuNGEING, July 8, 1939—1 p. m. 
| . oe [Received July 9—9:10 a. m.] 

432. Following is Embassy’s translation of circular note from the | 
_ Foreign Office, dated July 1, received July 5: 

| “The Ministry of Foreign Affairs presents its compliments to the 
American Embassy and has the honor to state that it has received 
a communication from the Ministry of Finance stating: —_ 

| ‘A report has been received that foreign banks have taken advantage of the 
enforcement of the present method providing for limitation of withdrawals 
of deposits in the municipality of Shanghai to absorb deposits and that in 2 or 
3 days as much as 20 to 30 million dollars of deposits have been withdrawn 
from various Chinese banks. 7 | | 

The aforementioned method is, in view of the widespread habit of withdraw- 
ing deposits and competition for the purchase of foreign exchange, an emer- 
gency measure for settling the financial market and for assisting in the stabiliza- 

' tion of foreign exchange. This is beneficial to both Chinese and foreign trade. 
The banks of the various friendly nations should naturally continue to render 
assistance on the basis of the cooperative spirit followed since the outbreak 
of the August 13, 1937, incident of accepting no new deposits and of selling 
no foreign exchange to speculators, in order to maintain the financial markets 
and further friendly relations. Please consult the diplomatic representatives 
of the various nations concerned in regard to the transmission of instructions 
to the banks of their respective nationalities in Shanghai uniformly to refuse 
deposits in legal tender notes so as to manifest assistance in the matter.’ 

Apart from addressing separate communications to those concerned, 
the Ministry of Foreign Affairs in inditing this third person note 
for the Embassy’s information has the honor to request that the 
Embassy act in the matter and transmit a reply.” ae 

Repeated to Peiping and Shanghai. , 
J OHNSON 

893.51/6934 : Telegram | 
Lhe Ambassador in the United Kingdom (Kennedy) to the 

Secretary of State 

Lonvon, July 10, 1939—8 p. m. 
[Received July 10—3:53 p. m.] 

967. The information contained in your 510, July 7, 7 p. m., was 
in the absence of Bewley, on leave, conveyed to the appropriate official 
of the British Treasury who expressed appreciation therefor. 

He brought up the subject of the Tientsin affair negotiations and 
expressed the opinion that if they were confined to such matters as 
the custody of the four Chinese they merely concerned the British 
Government but that if they included questions of Chinese currency 
they obviously involved others. He went on to express the view that 
it was impossible to envisage compromise on the currency problem: 
either the currency of the legally recognized Government of China
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was the official medium or it was not. But at the same time he is- 

sued a clear warning that the British negotiators in Tokyo harbored 

ideas of compromise on this issue. Asked about: the French contri- 

bution to the Stabilization Fund he made the significant statement 

that the French had become more hesitant about taking this step. 

~ Tt therefore seems reasonable to assume that the British Treasury 

is opposed to modifying its attitude on the Chinese currency ques- 

tion but as indicated in my 906, June 28, 4 p. m., the British Gov- 

erment is inclined to do so. 
KENNEDY 

893.51/6950 

Memorandum of Conversation, by the Chief of the Division of Far 

Eastern Affairs (Hamilton) | 

[Wasuineton,| July 11, 1939. 

The Chinese Ambassador called at his request. He referred to a 

conversation which he had had with the Secretary some weeks ago ™ 

during which he (the Ambassador) had expressed the hope that it 

might be feasible for the American Government to extend credits to 

the Chinese Government in addition to the credits extended by the 

Export-Import Bank to the Universal Trading Corporation. At that | 

time the Secretary had suggested that the Ambassador might care 

to take this matter up with Mr. Jesse Jones. 

The Ambassador said that he had discussed the matter with vari- 

ous officials in the Treasury Department and that those officials 

seemed definitely to prefer that any initiative in this matter in so far | 

as American governmental agencies are concerned should come from 

the Department of State. 

L asked the Ambassador whether he had as yet seen Mr. Jesse Jones. 

He said that he had not but that he intended to do so. 

M[axwett] M. H[aminron] | 

893.516/632 : Telegram 

The Secretary of State to the Consul General at Shanghai (Gauss) 

WasHINGTON, July 138, 1989—4 p. m. 

944, Chungking’s 482, July 8, 1 p. m. The Department under- 

stands that American and other foreign banks voluntarily agreed in 

conferences with the Chinese financial authorities in August, 1937 to 

discourage new or largely increased Chinese deposits. Has this pol- 

* June 21.
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icy been abandoned by foreign banks? Your comment on Chung- 
king’s telegram under reference would be appreciated. — 
Repeated to Chungking and Peiping. - | 

| Hoi 

893.516/639: Telegram . 
The Consul General at Shanghai (Gauss) to the Secretary of State 

SHANGHAI, July 15, 1939—6 p. m. 
_ : | [Received July 16—8:30 a. m.] 
609. Reference Department’s No. 244, July 13, 4 p.m. Foreign 

bankers assert that they are not encouraging or soliciting Chinese 
accounts and that they are continuing to do all that can reasonably 
be expected by way of discouraging such accounts, Mackay of the 
National City Bank of New York tells me that a survey of their books 
shows that since early June the deposits to Chinese savings and cur- 
rent accounts have dropped off approximately 15%. | 
My inquiry leads me to the conclusion that the foreign banks have - 

not discouraged Chinese savings accounts. Other accounts while not 
encouraged or solicited may be accepted if regarded as legitimate and 
the applicants are well sponsored by the bank’s customers. fe 

The recent action of the Chinese Government in freezing for a sec- 
ond time the deposits in Chinese banks has undoubtedly resulted in 
loss of confidence by the Chinese public and the non-government 
Chinese banks. Chinese bankers are quoted as admitting that their 

| depositors almost without exception are availing themselves of the 
provision which permits them to withdraw $500 weekly. Observers 
state that these withdrawals are being largely hoarded in currency or 
in merchandise. | 

Repeated to Chungking, Peiping. 

GAUSS 

893.51/6940 : Telegram 

The Ambassador in China (Johnson) to the Secretary of State 

Cuuncxrne, July 18, 1939—11 a. m. 
[Received July 18—8: 20 a. m.] 

445. Young informed McHugh on July 17 that the drain during 
the preceding 3 days on the Stabilization Fund had been unusually 
heavy, about half of the demand coming from the American Express 
Company and the National City Bank. He asserted that support of 
the Shanghai market by the Fund would have to be discontinued in 
the very near future unless further financial aid is received from
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abroad or some very unusual turn occurs in the political situation. 

He denied any knowledge or hope that London might make a further 

contribution to Fund. 

Young stated that the restrictions on withdrawals instituted on 

June 22 to meet the last crisis had not been made as stringent as he 

had recommended and that as a result money had leaked into the 

market as well as being forwarded from other parts of China. A 

temporary breathing spell had been achieved however which had 

given time for the issuance of new regulations providing for the 

prohibition of certain imports, rationing of exchange for essential | 

exports and requiring the delivery of export exchange to the 

Government. 
It is hoped that the measures applied in the Government controlled 

areas will help to hold up the value of the currency in the occupied 

areas. This end will also be served if the Japanese try to maintain 

the value of the currencies which they sponsor there. He also believes 

that the Japanese notes will be handicapped further by unpopularity 

and by the unfavorable balance of exports resulting from the large. 

demand for imports plus the Japanese obstruction of normal export 

channels and attempts at monopoly which will further assist Chinese 

currency in competition with Japanese. He admitted, however, that 

a serious black market on Chinese currency within the occupied areas 

may be expected to develop as soon as the fund ceases operation. 

Young informed me that contrary to expectations of Dr. Kung, re- 

ported in my 408, June 26, 9 a. m., French have not made any contribu- 

tion to the Stabilization Fund. | | 

Repeated to Shanghai. 
J OHNSON 

| _ 

893.5151/637 : Telegram 
. 

The Consul General at Shanghai (Gauss) to the Secretary of State 

SHaneHal, July 18, 19389—11 a. m. 

[Received July 18—8:40 a. m.] 

615. The exchange control withdrew support this morning and the 

Chinese dollar has dropped to around 5 pence. On this occasion 

notice of the proposed action of the exchange control was given in 

advance to the American banks. 

Yesterday the Chinese banks refused to accept Chinese bank notes 

of the Tientsin issue indicating that support of the Tientsin market 

has definitely been abandoned. 

It remains to be seen whether exchange control will also abandon 

the Shanghai market or step in later to support the dollar at some- 

where around 5 pence or lower. 

Bankers tell me that the apparent object is to drop the rate to a 

278040—55——44
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point where Chinese funds held abroad will be repatriated. A well | 
informed American observer tells me that he does not believe that 
such repatriation will be accomplished at a rate of 5 pence. | 

Repeated to Chungking, Peiping and Tientsin. 
| _ Gauss 

893.51/6942 : Telegram 

I'he Consul General at Hong Kong (Southard) to the Secretary 
| of State | | 

Hone Kone, July 19, 1939—noon. 
| [Received July 19—noon.] 

232. With reference to the abrupt fall yesterday in the exchange 
value of the Chinese dollar, I have information from a Chinese mem- 
ber of the Stabilization Fund Committee that the Fund is exhausted. 
Information from the same source indicated that the French 2 million 
pounds which were about to be made available for the Fund have been 
withheld mainly due to the influence of the Tientsin incident and will 
not be made available without some form of British guarantee. 

. Repeated to Chungking, Shanghai, Peiping. 
: SOUTHARD 

893.51/6943 : Telegram | | 
Lhe Ambassador in the United Kingdom (K. ennedy) to the Secretary 

7 of State : 

Lonpon, July 19, 1989—7 p. m. 
[Received July 19—3: 30 p. m.] 

1024. British Treasury states that it is today informing the Chinese 
orally that the Export Credit Guarantees Department is prepared to 
authorize a credit of £2,500,000, that it has not yet so informed the 
Chinese but it is in fact prepared to increase the amount to £3,000,000. 
The Chinese list of requirements totals £3,100,000 and is designed to 
facilitate the immediate prosecution of the war and industrial expan- 
sion in southwest China. It includes such items as steel, tools, wireless 
telephone and broadcasting equipment, machinery and materials re- 
quired by the National Resources Commission, industrial material and 
equipment submitted by the Industrial Mining Adjustment Adminis- 
tration, equipment for a paper mill and woolen textile and airplane 
factories, military equipment and supplies. 

The British Treasury has authorized the Export Credit Guarantees 
Department to accept capital repayment over a 10-year period which
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will not begin until 4 years after the conclusion of the credit agree- 

ment.*” | a 

As regards the recent depreciation of the Chinese dollar the British 

Treasury states that both it and the Bank of England are somewhat 

“mystified” as to why Rogers and the Stabilization Committee did not 

allow the currency to depreciate to present level prior to the institution 

of the bank withdrawal restrictions but can only assume that demands 

have lately been unexpectedly heavy. The British Treasury feels that 

at 5 pence the Chinese dollar is if anything undervalued but the un- 

known factor is whether there still remains a substantial amount of 

money which will leave China at almost any price. Referring to the 

negotiations in Tokyo, the British Treasury again reiterated its atti- 

tude reported in my 967, July 10,8 p. m. and indicated that the head of 

the Chartered Bank had recently returned to London and was ex- 

pounding the same point of view. | 7 

It would be appreciated if the appropriate part of the foregoing be 

forwarded to the Treasury. ae 

| KENNEDY 

793.94/15483 

Generalissimo Chiang Kai-shek to President Roosevelt® 

| - CHUNGKING, July 20, 1939. 

My Dear Preswent Roosrverr: I wish to thank you, first of all, 

for your kind letter of April 18 ® replying to my message of March 25, 

and to express my deep appreciation for your approval of certain 

remarks which I had occasion to make in the interests of international 

order and justice. : | 

| I am now sending Dr. W. W. Yen, who served for several years as 

China’s diplomatic representative in the United States, to Washington 

to see you and, on my behalf, exchange views with you concerning the 

general situation in the Far Kast. I have also asked him to bring 

you this letter in which, with your permission, I am going to set forth 

my points of view for your consideration. | 

The main points of my thought relate to the following: first, the 

upholding of the principles of the Nine Power Treaty: © second, 

China’s need of material assistance: and third, the European situation 

in relation to the Far East. | 

See also telegram No. 1054, July 24, 5 p. m., from the Chargé in the United 

Kingdom, p. 730. 
® Copy handed by the Chinese Ambassador to the Adviser on Political Rela- 

tions on October 14; original delivered to President Roosevelt by Dr. W. W. Yen 

on November 3. | 

° See letter dated April 8, p. 663. 
“ppiened at Washington, February 6, 1922, Foreign Relations, 1922, vol. I, 

Dp. .
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Regarding the first point, it is quite clear that J apan has in no way 
changed her untenable attitude toward international treaties, She is 
not more inclined now than at the time of the Brussels Conference * 
to show any respect to the Nine Power Treaty which she freely signed. 

_ What Japan fears, however, is strong insistence backed by effective 
weapons upon the observance of treaty rights and obligations which 
she considers herself able to ignore with impunity, as long as the 
parties concerned only voice their dissatisfaction by words. She has 
even been encouraged to believe that violations of treaties might be- 
come faits accomplis which would eventually obtain recognition by the 
Powers. | | | | 

In your speech delivered before Congress on January 4,° you spoke 
of the “many methods, short of war, but stronger and more effective 
than mere words, of bringing home to aggressor governments the | 
aggregate sentiment of our people”. I am sure that all such methods 
must have been thought out and carefully examined by you and your 

| Government. I venture to think, however, that there are certain 
measures which may be found particularly efficacious and which may 
therefore hasten the termination of the present conflict. 

Now, the weapons at the disposal of the United States which will | 
prove effective necessarily include the absolute prohibition of the 
exportation of materials and implements of war to J apan, especially 
iron and petrol, the prohibition of the importation of staple Japanese 
products, the increase of tariff rates on those products as has been 
done in the case of German imports, the closing of certain ports to 
Japanese ships, and other measures of a similar nature. There are, 
of course, stronger and more effective weapons. But these economic 
reprisals which are fully justified in international law and, I believe, 
also permissible under American domestic law, will be sufficient to 
bring home to Japanese militarists the weight of public opinion of 
the United States which they cannot afford to ignore. 

These measures, which will have the effect of weakening Japan’s 
sinews of war and her general economic conditions, will inevitably 
compel her to take the only safe course left her by agreeing to solve 
all problems concerning China and other interested Powers at the 
council table. It will then be possible for the United States, by virtue 
of the Nine Power Treaty or her well recognized position as a peace- 
promoting State, to call a conference at which the participating 
Powers may be able to seek, by processes of free negotiation, a settle- 
ment based on reason and justice. Measures of reprisal are thus only 
the means to an end—an end desired by all peace-loving nations and 
bound to be accepted even by aggressor nations. 

The termination of the conflict by conference may perhaps be 

* See Foreign Relations, 1937, vol. Iv, pp. 155 ff. 
“ Congressional Record, vol. 84, pt. 1, p. 74.
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brought about in another way. The Government of the United States 
may first invite the Powers chiefly concerned to a conference at Wash- 
ington or elsewhere and, in the event of Japan declining to partici- 
pate, would be the more justified in applying to a recalcitrant country 
the measures outlined above. The enforcement of such measures even 
for a brief space of time will surely bring Japan back to her senses 
and ultimately make her accept the conference proposal. Thus, the 
principles of the Nine Power Treaty may be upheld. 

The second point of my thought relates to China’s need of material 
assistance. After about two years’ hard struggle for national exist- 
ence, China, I believe, is now in a much better position than at any 
time during that period. The morale of our people as well as our 
army is excellent: the whole nation is more firmly united than ever: 
and the strength of our armed forces, in consequence of their recent 
reorganization and intensive training, is much greater than ever be- 
fore. I state these facts because I know that, as the most trustworthy 

friend of China, you are deeply concerned with the outcome of our 
| struggle. | 

- I do not mean to say, however, that we are without serious handi- 
caps. Owing to financial and transportation difficulties, our army is 
not yet adequately equipped as it should be. Furthermore, in the _ 
event of a European war, new difficulties are bound to arise in the 

| matter of transportation, and any material aid which friendly nations 
may then be willing to accord to China, will certainly meet with more 
obstacles in reaching its destination. 

Having enjoyed the benefit of America’s moral support and finan- 
cial help in the form of commercial credits, China looks forward with 

great earnestness to further timely material assistance from the Amer- 

ican Government and financiers. Substantial amounts granted at this 
juncture would be of inestimable value to us in view of Japan’s at- 
tempt to undermine our currency and economic fabric. 

China is traditionally a peace-loving country. Relentless and cease- 

less pressure of Japanese aggression in China has forced us to take 

up arms to resist, for we realize that as long as Japanese aggression 

persists, no peace consonant with justice and in conformity with the 

principles of the Nine Power Treaty can’ be attained. Unless and 
until such a peace is secured, China is determined to fight on and will 

never yield or surrender. If material assistance to China by friendly 
nations can be assured, there will not be the slightest doubt that she 

can and will curb the ambition of the Japanese militarists. In this 

way, China will be enabled not only to protect her own territorial | 

and political integrity, and the rights and interests of the Western 

Powers in China, but also to contribute a large share to the mainte- 

nance of international peace and order. 

The third point of my thought concerns the European situation in
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relation to the present conflict in the Far East. The present situation 
in Europe seems to be very discouraging. Should war break out, in- 
volving all the great democratic Powers in Europe, it is a certainty 
that, Japan would employ all means of coercion and intimidation vis- 
a-vis Great Britain and France in order to bring about a change of 
the attitude they have hitherto assumed toward the Sino-Japanese 
conflict. | 

In such an eventuality, the attitude and action which the American 
Government may take, will prove to be the decisive factor in the 
shaping of future events in the Pacific. The recent transfer of the 
American fleet to the Pacific demonstrates your great statesmanship 
and proves that you are fully aware of, and prepared to assume, the 
responsibilities which will fall upon your great country in the Pacific 
region when war breaks out in Europe. In that event, I sincerely 
hope that your country will exercise its best influence on the demo- 
cratic Powers in Europe so that they may not come to any under- 

| standing with the aggressor nations in the Far East, which would be 
contrary to the spirit of the Nine Power Treaty, detrimental to the 
rights and interests of China and prejudicial to the successful prose- 
cution of China’s war of resistance. 
The calling of a conference to settle the present bloody conflict, the 

enforcement of measures of reprisal against a treaty-breaking Power 
as a means to an end, the rendering of further assistance to a nation 
that is fighting for the maintenance of law and order among nations 
as well as for its own existence, the assuming of more responsibilities 
in the Pacific region in case of war in Europe, and any other possible 

| methods, short of war, for securing peace are consistent, I suppose, 
with the laws of the United States and the current opinion of the 
American people, and may also, I venture to hope, be considered within 
the bounds of practicability. 

I have no doubt that you have been giving serious consideration 
to the various aspects of these measures. What I feel inclined particu- 
larly to emphasize is the importance of the time factor. We have al- 
ready fought for two years a war of resistance which, on account of 
Japan’s increasing pressure, political, economic as well as military, 1s 
now entering its most critical stage. I therefore cannot refrain from 
expressing the fervent hope that your Government will take some posi- 
tive action in dealing with the aggressor and giving further assist- 
ance to the defender before the end of the present year. I trust that 
other signatories of the Nine Power Treaty will not fail to follow 
your lead. 

_ The attitude and action of the United States, with all her prestige, 
strength and resources, constitute a factor which J apan, however 
defiant and desperate she may be, must reckon with. The United 
States is at present the only country which J apan yet respects and to
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whose admonitions she cannot refuse to listen. You therefore hold 

the key to the solution of all Far Eastern problems, and consequently | 

other problems of the world. | 

Knowing that you are endeavouring to achieve the same end as we 

are now fighting for, namely, the upholding of the sanctity of treaties | 

and the maintenance of international peace and order, and confidently 

believing that your great country is China’s real friend in time of 

crisis, I take the liberty of writing you this confidential letter, setting 

forth unreservedly for your kind consideration my personal views 

which, I am sure, represent the unanimous sentiment of the Chinese 

people. Any views which you may express to Dr. Yen in his capacity 

as my personal representative will be deeply appreciated and will re- 

ceive my closest attention. 7 

Very sincerely yours, | Cuiane Kal-sHEk 

-898.5151/641 | 

Memorandum of Conversation, by the Chief of the Division of Far 

| Eastern Affairs (Hamilton) 

| [WasutneTton,| July 21, 1939. 

The Chinese Ambassador called at his request and handed me the 

attached translation of a cablegram of July 18 from the Chinese | 

Minister of Finance ® in regard to the question of foreign exchange 

confronting the Chinese Government. The Ambassador said that he 

had given a copy of this telegram to Dr. Buck, a representative of the 

Treasury Department in China who is now in Washington. | 

With regard to the statements made in the second paragraph of 

the telegram to the effect that American banks and other concerns 

have purchased a large part of the foreign exchange sold recently, 

I told the Ambassador that our Embassy at Chungking had reported 

the receipt by it of communications from the Chinese Government 

containing similar statements. I said also that on occasions when 

inquiry had been made at Shanghai the replies made by the American 

concerns did not confirm the information communicated by the 

Chinese authorities. 
When the Ambassador pressed me for comment in regard to the 

statements made in the last paragraph of the telegram from the 

Chinese Minister of Finance, I said that I would be lacking in frank- 

ness if I should lead him to expect an encouraging reply; that as the 
Ambassador would readily appreciate this was a very difficult matter ; 
and that we would of course study the whole subject. 
There then followed conversation of a general character. 

M[axweti| M. H[amitron | 

* Infra.
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893.5151/641 | 

| The Chinese Embassy to the Department of State * 

TRANSLATION OF A TELEGRAPHIC Mrssacn From His ExcentEncy 
~ ‘Dr. H. H. Kone, Daren Cuunexine, Juty 18, 1989 | 

| The question of foreign exchange has become very serious. There 
isnot much Stabilization Fund left. 

The foreign exchange sold recently was largely purchased by for- 
eign merchants. According to reports received, a great part was 
acquired by the American Express Co., the National City Bank of 
New York and other American concerns. This is by no means a 
friendly act. So please do your best at your end to have such things 
stopped. | : | 
We are requesting the British to make an increase in the Stabiliza- 

tion Fund so as to enable its maintenance. But, as usual, the British 
| will only follow the leadership of the United States. 

In two years of our armed resistance, the strength of our enemy has 
been considerably spent. In a true sense we have been fighting the 
fight of the civilized world for peace, and we are confident that this 

| objective is understood by the American leaders. As we are now fac- 
ing a critical moment, we earnestly hope that the friendly nations will 

) render us assistance. 
At such a critical moment, fresh and substantial economic assistance 

from the American Government will do wonders to encourage our 
fighting forces and buttress our morale. I fully understand the con- 
ditions in the United States. If there should be unsurmountable 
difficulties, I hope the American Government would at least render us 
the assistance of finding some way to suggest to the British Govern- 
ment to make a substantial increase in the Stabilization Fund. 

893.51/6947 ; Telegram 

Lhe Ambassador in France (Bullitt) to the Secretary of State 

Paris, July 26, 1939—7 p. m. 
[Received July 26—4: 52 p. m.] 

1381. I had lunch with Wellington Koo, the Chinese Ambassador, 
and Sun Fo® yesterday. They stated that the Chinese Stabilization 
Fund was now virtually exhausted. They added that the French 
Government was unwilling to advance the 200,000,000 francs agreed 
upon in view of the inadequacy of such a sum to support the Chinese 
dollar. They stated that some indication that further help would be 

“ Copy of telegram handed to the Chief of the Division of Far Eastern Affairs 
by the Chinese Ambassador on July 21. 

“President of the Chinese Legislative Yuan, on mission in Europe.
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forthcoming from the United States and England might be decisive 
in persuading the French to give China this 200,000,000 francs and 

possibly more. 
They added that in a few days the British would sign an agree- 

ment to extend £8,000,000 of export credits to China for purchases in 
Great Britain. The British, however, had refused to introduce a new 
bill in Parliament for a further advance to the Chinese Stabilization 
Fund because of the rapidity with which the £5,000,000 advanced in 
March had been drained. 

Wellington Koo said that the Chinese Ambassador in London had 
been assured categorically that the British had made no promise to 
the Japanese to refrain from supporting the Chinese dollar. 

Both Koo and Sun Fo stated that they considered it vital to reestab- 
lish the Stabilization Fund on a basis sufficiently strong to make it 
immune to further attacks by the Japanese and others. They added 
that the moral effect of further assistance from China’s friends in view 
of the recent Anglo-Japanese agreement © would be enormous. 
The Chinese Ambassador then asked me if it might not be possible 

for the Government of the United States to advance gold immediately 
to China in payment of purchases of Chinese silver to be delivered . 
by China 6 months or a year hence. I stated that I believed that 
such action would be illegal and that the question of the desirability 
or undesirability of such action therefore would not arise. 

Later in conversation with Matthews,” the Chinese Ambassador 
said that there were now 20,000,000 ounces of silver owned by the 
Chinese Government in the French and British Concessions at Tien- 
tsin deposited in Chinese and foreign banks. He wondered whether 
the Government of the United States could not purchase this silver 
and assist in arranging transportation to the United States. In reply 
to a question he said to Matthews that he understood the British 
had made no commitment to help the Japanese acquire this silver. 

The Chinese Ambassador then suggested to Matthews that it might 
conceivably be possible for the Export-Import Bank to grant credits 
to China for the export of another American commodity; namely, 
gold. Matthews expressed the opinion that such an action would 
presumably be illegal and that the proposal seemed rather fantastic. 
Wellington Koo said that he would get in touch with Dr. Kung at 
once and ask for definite instructions with regard to definite propos- 
als. Meanwhile he would be greatly obliged if the Government of 
the United States could give thought to this matter and consider : 
ways and means of assisting China to maintain a stable currency. 

Since the Chinese Ambassador and Sun Fo are likely to question 

«Hor the Arita—Craigie formula, see telegram No. 348, July 21, 6 p. m., from 
the Chargé in Japan, vol. Iv, p. 224. 

67 Harrison Freeman Matthews, First Secretary of Embassy in France.
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me further with regard to this matter, I should be obliged if you 
would give me instructions as to the nature of the reply I should 
make. | | | 

| Bouirr 

893.102 Tientsin/399 : Telegram 

The Chargé in the United Kingdom (Johnson) to the Secretary 

of State | 

Lonpon, July 27, 1939—6 p. m. 
| | [Received July 27—2:55 p. m.] 

1075. During my conversation this morning with Mr. Butler, 
Parliamentary Under Secretary of State for Foreign Affairs, on the 
Anglo-Japanese negotiations at Tokyo, I asked him if there were 
any change under consideration in British policy of support of the 
Chinese currency. He indicated somewhat evasively that the support 
would be continued but said that the matter was still before the 
Cabinet and that he could not go into it further at this time. 

The British Treasury has informed Butterworth ® that the sup- 
pression demands included (a) surrender of the Chinese silver in the 
Concession and (6) non-recognition in the Concession of Chinese cur- 
rency as legal tender. Commenting on this “from the financial point 
of view” the British Treasury state that the answer to (a) was that 
the British banks were obligated in the matter of silver and would 
certainly not take any action which would have the effect of making 
them pay double; and to (6) that it was “impossible” to refuse to 
recognize the currency of the legally recognized government as non- 
legal tender. The British Treasury stated that the Bank of England 
was awaiting advices from Rogers” on the outlook for the Chinese 
dollar. 

I was informed at the Foreign Office this afternoon that in view 
of the difficulties of finding an acceptable compromise over the Chi- 
nese currency question the British Ambassador at Washington has 
been instructed to inform the United States Government of the British 
attitude and to make it clear that the support of other interested pow- 
ers is vitally important on this question. 

The City Editor of the Times who is, I know, in close touch with the 
British monetary authorities respecting financial developments in 
China, stated editorially: 

“See also telegram No. 1074, July 27, 5 p. m., from the Chargé in the United 
Kingdom, vol. Iv, p. 227. 

“William W. Butterworth, Jr., Second Secretary of Embassy in the United 
Kingdom. 

"Cyril Rogers, of the Bank of England, member of the China Stabilization 
Fund Committee.
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“Even those who are most expert in Chinese financial and economic 

problems feel the greatest doubt as to what would be the proper 

course to pursue in the immediate future. For the moment the pres- 

sure on the Shanghai dollar has abated, and the market is inclined to 

think even that some recovery is possible. But the problem remains 

formidable and there are many who consider that if confidence in the 

stability of the dollar is to be fully restored, assistance will have to be 

on a substantially larger scale than was evisaged when the Stabiliza- 

tion Fund was originally established. Some people are inclined to 

take the view that the task of securing the stability of the dollar is too 

ereat for this country to undertake any further in the absence of 

United States cooperation. It would seem almost self-evident that 

it must be in the United States’ best interests to cooperate in this mat- 

ter, for it is only by a reasonable stability of the dollar that American 

trading interests can be preserved, but so far there has been surpris- 

ingly little sign that such cooperation will be forthcoming. If 

further support is contemplated, whether with United States help or . 

without it, the fullest account must naturally be taken of the funda- 

mental economic forces which are weakening the position of the 

dollar.” | 
— JOHNSON 

893.51/6947 : Telegram . a 

The Secretary of State to the Ambassador in France (Bullitt) . 

Wasuineton, July 28, 1939—1 p. m. oe 

573. Your 1381, July 26,7 p.m. The Chinese Ambassador here in- 

formed the Department on July 21, that the Chinese stabilization | 

fund is practically exhausted and expressed the hope that further | 

financial assistance would be forthcoming. He was informed that we | 

could not lead him to expect an encouraging reply but that the Depart- 

ment would study the whole subject. 

The suggestion that the United States purchase the Chinese Gov- 

ernment silver deposited in the British and French Concessions at 

Tientsin has been made to the Treasury Department informally on 

several occasions by the Chinese. The Treasury has taken the posi- 

tion that in view of the circumstances pertaining to this silver the 

: matter of its purchase is a political one. For your strictly confidential 

information the considered opinion of the Department has been and 

is that any move of this Government toward acquiring a property 

interest in the silver in question would be inadvisable. 
shuns 

893.51/6957 

The Chinese Ambassador (Hu Shih) to the Secretary of State 

WasHineTon, July 29, 1939. 

My Dear Mr. Secretary: I beg to enclose herewith for your infor- 

mation and consideration a copy of telegraphic message I have just
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received from His Excellency Dr. H. H. Kung, President of the 
Executive Yuan and concurrently Minister of Finance, dated J uly 
28, 1939, in regard to the critical question of our national currency 
and foreign exchange. :~ | | | | 

| Iam [etc.] Hv Sain 

| [Enclosure] | 

Text oF a TEeLeeraPHIc Messace From His Excettency Dr. H. H. 
Kune, Presipent or Executive Yuan anp Concurrentiy MiIn- 
ISTER OF Finance, Daten J uLy 28, 1939 : 

_ The Chinese Government exceedingly regrets that the withdrawal 
of support from the Shanghai exchange market was necessary last _ 
week because it had become impossible to allocate for that purpose 
funds on the scale that would have been required. The Govern- 
ment has established a system of import and export control under — 
which exchange will be provided at favorable rates to supply the 
people of the Government-controlled areas with necessary imports 
and which will sustain the value of the currency in these areas. 

| Moreover, steps are being taken to stimulate exports through ordi- 
nary channels of trade, to effect further retrenchment in govern- | 
ment expenditures both for current needs and for capital outlays 
the benefit of which will not be realized in the near future, to restrict 
bank credit for private enterprises and to increase contributions of 

, the public through taxes and loans. _ | 
The Chinese Government however is anxious that the value of 

the national currency be maintained also in the areas subject to Japa- 
nese interference. Should extreme depreciation result there and the 
situation get out of hand, the important interests of China and of 
the friendly Powers alike would seriously suffer. Such an unfortu- 
nate development would impair confidence in the currency through- 
out the entire country; increase the cost of living to the detriment of 
all; seriously interfere with raising of necessary expenditures of the 
Chinese Government; gravely prejudice the welfare of the people in 
the areas subject to Japanese interference whose loyalty has been 
so outstanding under most trying circumstances; facilitate creation 
of political disturbances by the Japanese; and make it easier for them 
to introduce their bogus currency in a position to finance their pup- 
pets and their schemes of economic and financial monopolies and to 
exclude all but Japanese interests. 

China has carried on the war for over two years mostly from 
Chinese resources, although very valuable aid has been received from 
credits obtained from Great Britain, France and the United States 
and from American purchase of Chinese silver. China still has 
substantial resources for its requirements, but must strictly conserve 
them in view of the necessity of continuing the struggle for an in-
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definite time. The Chinese Government has come to the point where 

it can no longer devote large resources to supporting the value of 

the national currency in the areas subject to Japanese interference. 

The Chinese Government therefore most earnestly requests the 

friendly foreign governments, individually or collectively as may 

be most suitable to them, to aid in maintaining the value of the Chinese 

dollar in the common interest, and most earnestly hopes that they will 

be in position to do so. Now that the rate of exchange has fallen 

to only a little over half of its value prior to June 7, it should not 

be so costly to keep it steady because the lower rate discourages im- 

ports and outward remittances and stimulates exports. Aid is needed 

without delay however so that the situation will not further 

deteriorate. 
| If as is hoped this proposal can be considered in principle, the 

Chinese Government is prepared to discuss particulars of arrange- 

ments best adapted to actual conditions and on a basis which would 

| avoid difficulties encountered in the past. | 

| Similar communications are being sent to the British and French : 

Governments. , | 

893.51/6984 : Telegram 

The Ambassador in China (Johnson) to the Secretary of State 

CHUNGEKEING, July 31, 1939—9 a. m. 
[Received July 31—7 a. m. | 

477. My 468, July 27, 11 a. m.™ The Embassy has been informed 

from several authentic sources which indicates that an agreement has 

been concluded between the Soviet Union and China whereby the 

former grants the latter Government credits to the equivalent of 

$150,000,000 United States currency presumably for the purchase of 

L supplies in Russia. The details of the agreement are not known though 

there are reports that the continental [repayment ?] is to be made over 

a period of 15 years and that the interest rate is 3% per annum. It is 

understood that the above credit has no relation to the commercial 

treaty recently concluded between China and the Soviet Union” but 

may be an extension of the barter agreement. 

Repeated to Peiping. 
= JOHNSON 

™ Not printed. : 
72 Signed at Moscow, June 16, 1989; text in translation transmitted to the 

Department by the Ambassador in China in his despatch No. 497, April 2, 1940, 

not printed (661.9331/34). .
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893.51/6948 : Telegram oe | 

The Ambassador in France (Bullitt) to the Secretary of State | 

Paris, July 31, 1939—4 p. m. 
| _ [Received July 31—1:50 p. m.] | 

1414. LT asked Leger this afternoon if the French Government now 
intended to go ahead with its projected loan to the Chinese Govern- 
ment. Leger replied that the papers with regard to this loan were 
up and awaiting signature but that the French Government would not 
sign the agreement unless the British Government should take parallel 

action and loan additional funds to China. | | : 
I pointed out that whereas the British Government and the Gov- 

ernment of the United States had assisted the Chinese Government 
the French Government had as yet done nothing. | | 

Leger replied that the present situation in the Far East was gov- 
erned by new conditions. Both the French and British Governments 
had decided to withdraw from every position and possession that they 
held in the Far East if necessary to avoid war with Japan. In view 
of the situation in Europe they could not take any other attitude un- 
less they could count on the active support of the United States in 
the Far East. Their attitude would depend on the degree of co- 
operation and collaboration that the British Government might be 
able to establish with the Government of the United States. 

He added that while our denunciation of the trade treaty with 
Japan” had produced a most wholesome and admirable effect he 
regretted that this action had not occurred before the Arita-Craigie 
agreement “ as the British might have taken a stronger position. 

| I then asked Leger if he had heard any rumors that the British 
might be inclined to close the Burma Road to shipments for China. 
Leger replied that he knew that the Japanese were asking this and | 
he thought the British might be disposed to make this concession to 
the Japanese.” 

I then asked him if shipments through Indo-China were being con- 
tinued as heretofore. He replied that they were being continued. I 
asked if they would be continued in the future even though Great 
Britain should forbid passage of supplies to the Chinese Government 
via the Burma Road. He answered that in that case the French 
Government would be obliged to follow the lead of the British Gov- 
ernment and forbid shipments of military supplies by way of Indo- 
China. | 

Leger made it entirely clear that the French Government would | 
follow the lead of the British Government in respect of policy in the 
Far East. 

—_____ BuLuitr 
® See note of July 26 to the Japanese Ambassador in Washington, p. 558. 
“ See telegram No. 348, July 21, 6 p. m., from the Chargé in J apan, vol. rv, p. 224. 
“ See Department’s telegram No. 591, August 5, 2 p. m., p. 704.
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893.51/6949 : Telegram 7 

The Chargé in the United Kingdom (Johnson) to the Secretary 

a of State 

| oe Lonpon, August 1, 1989—5 p. m. 

| [Received August 1—12: 42 p. m.] 

1099. As regards the question of Chinese currency the Prime Min- | 

ister stated in last night’s foreign affairs debate: | 

“T have been asked a number of questions about particular items 

such as the handing over of silver in the Concession and support for 

the Chinese currency. These are questions which are not confined 

to Tientsin, they are larger questions and they are questions which do 

not affect only this country. It is perfectly certain therefore that we 

could not discuss questions of that character without the fullest com- 

munication with other countries whose interests are equally involved 
with our own.” 7 | 

| With reference to the implications which are being made with 

increasing frequency that it is now the United States’ turn to con- 

tribute support to the Chinese dollar (the penultimate paragraph 

Embassy’s 924, June 30, 10 p. m., and penultimate paragraph Em- 

bassy’s 1054, July 24, 5 p. m.”), it is noteworthy that Eden” asked | 

| for assurances “that not only will we not connive in any attempt to 

weaken the Chinese currency but we shall continue the policy on which 

we have hitherto been engaged of doing all we can to support the 

Chinese currency itself”. However, the Parliamentary Under Sec- 

retary in winding up the debate merely stated: 

“In the matter of the Chinese currency which has been raised 

notably by my honorable friend the member for Kidderminster (Sir 

J. Wardlaw-Milne) we are continuing our interest. I would remind 
the House of Commons that His Majesty’s Government have done 
more, I think I can safely say, for the Chinese currency, which is a 
matter of international interest and of interest to the Japanese 

Government as well, than any other government that I can think of.” 

JOHNSON 

893.51/6959 

\ Memorandum by the Adviser on Political Relations (Hornbeck) of a 
Conversation With the Chinese Ambassador (Hu Shih) 

[WasHineron,] August 2, 1939. 

The Ambassador had called on me with regard to another matter. 

At the conclusion of the conversation begun at the Ambassador’s 

instance, I said that there was a matter regarding which I had been 

% Post, p. 730. 
™ Anthony Eden, British Member of Parliament (Conservative). — |
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asked to speak with him. I referred to the letter and enclosure above 
| indicated.” I said that the Ambassador was doubtless cognizant of — 

the action taken in Congress yesterday with regard to the “lending 
| and spending” bill.” The Ambassador said that he was. I said that 

Ikmew that the Ambassador was studying closely the general situation. | 
| in this country and developments not only in the political and eco- 

nomic fields but in other fields, and that he was aware of attitudes 
and trends as well as of constitutional and legal procedures and — 
limitations. I said that our Government has been observing with 

| care developments in the currency situation in China and appreciates - 
the difficulties which confront the Chinese. Government in connection 
therewith, a situation which affects adversely not only the Chinese 

_ Government but also interests of other countries, including the United 
States. I said that the Ambassador was thoroughly familiar with 
methods which this Government has used for the safeguarding of its 

| interests and of benefits which have accrued to China therefrom. I 
said that each government has to proceed within the framework of 
the institutions and capacities of the country for which it acts. Thus, 
each of the governments to which the currency situation in China 
presents a problem must proceed in its own way. BS | 

The Ambassador said that he was well aware of this and that he 
was sure that Chiang Kai-shek understood it completely, but that. 

there were some other of the Chinese officials who seem slow to under- 
stand. He said that he was constantly sending telegrams not only 
to Chungking but also to his colleagues in London and in Paris trying 
to get them to understand the realities. I said that I hoped that he 
and his colleagues would be successful not only in getting Chinese 
officialdom to understand but in getting some officials of some other 
countries to understand—to understand especially that each country 

| has its own responsibilities and, even where there may be a common 
objective, must do its own utmost toward its own fulfillment of its 
own responsibilities and toward its own safeguarding of its own 
interests. 

The Ambassador said that there had taken place yesterday between 
Mr. K. P. Chen ® and Mr. Warren Pierson * a conversation regarding 
the situation in the light of the defeat of the spending and lending 
bill. He said that he fully understood the sympathetic attitude of 
the people and the Government of the United States and that he 
was sure that, pursuing our own methods, we would continue doing | 

“ Reference is to the Chinese Ambassador’s letter of July 29, with enclosure 
from H. H. Kung of July 28, p. 695. 

-_ ™S. 2684 as amended was passed by the Senate on July 31; Congressional Record, vol. 84, pt. 10, p. 10512. 
® Adviser to the Chinese Ministry of Finance. 
“ President of the Export-Import Bank. |
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things among the consequences of which there would be benefits to 

China. | | 

. Srantey K. HornpeckK | 

893.515/14344 

Memorandum of Conversation, by the Under Secretary of State 

( Welles) 

[Wasuineton,] August 3, 1939. 

The British Chargé d’Affaires called at my request this afternoon. 

I told Mr. Mallet that I had two matters that I wanted to take up 

with him, the first relating to the question of Chinese currency, a mat- 

ter which he had discussed at some length with me in a previous con- 

versation and subsequently with Mr. Hamilton.” I told Mr. Mallet 

for the confidential information of his Government that the American 

Chargé d’Affaires in Tokyo had been instructed * to make known to 

the Vice Minister for Foreign Affairs of Japan the concern of the 

Government of the United States in the broader problems involved in 

the current negotiations between the British and Japanese, includ- 

ing the currency question. With regard to the latter matter, the 

American Chargé d’Affaires had been authorized to say that “The 

| Government of the United States could not be expected to give assent 

to any measures arranged by third states which would purport to make 

illegal the use in any portion of a sovereign state of the currency of 

the recognized government of that state.” 

Mr. Mallet said that he would communicate this for the confidential 

snformation of his Government and expressed the belief that this ex- 

pression of the attitude of the United States would prove particularly 

helpful at this time. 

I then, by the desire of the President although I did not so state to 

Mr: Mallet, informed Mr. Mallet that this Government had hearda 

report which reached it from a source to which attention had to be 

paid that the Japanese Government had demanded of the British Gov- 

| ernment that the latter close the Burma Road to China to all ship- 

| ments of arms and ammunition.“ I went on to say that we had heard 

\ from the same source that the British Government was supposed to 

, be giving favorable consideration to the acceptance of this demand. 

| Ltold Mr. Mallet that while I did not intend to make any official repre- 

sentations on this subject, I nevertheless thought that he might be 

interested in hearing the comment which the President had made 

| when he had learned of this report. The President had stated that if 

2 See memorandum by the Chief of the Division of Far Eastern Affairs, July 31, 

P. releeram No. 238, August 2, 8 p. m., p. 440. 

* See telegram No. 1414, July 31, 4p. m., from the Ambassador in France, p. 698. 

278040—55——45 |
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the report were true and if the British Government intended to accede 
to this demand, the position of the United States would be that of a 
government which was attempting to give moral support to another 
government when the second government was deliberately undertak- 
ing to commit suicide. 

Mr. Mallet expressed the deepest interest in what I told him the 
President had said, and said that he fully shared the President’s 
views. He said that he had never received the slightest intimation 
that the British Government had either received such a demand or 
much less was giving consideration to such a demand. He said he did 
not believe the report. He said, however, that he would immediately 

_ make inquiry of his Government and let me know at once the reply 
which he received. | 

- | S[umnzr] W[xizzs] 

893.51/6952 : Telegram 

The Ambassador in China (Johnson) to the Secretary of State 

- Cuunexine, August 3, 1939—2 p. m. 
; . [Received August 4—7:53 a. m.] 

485. My 445, July 18, 11 a. m. | ) | 

1. The following is a summary of views on the Chinese currency 
situation expressed to McHugh by Rogers during the last few days. 
The practical exhaustion of the British Stabilization Fund has been 

brought about to a considerable extent by the Chinese Government 
itself which has not only failed to prevent flow of Chinese currency 
into Shanghai but has permitted large purchases of foreign exchange 
on behalf of the Government and of men connected therewith as well 
as of private persons. 

Yet the Government is now attributing the depreciation of the 
national currency to unwarranted exhaustion of the fund and to the 
adoption of a method permitting Japanese raids on it (see concluding 
paragraphs of General Chiang’s statement of July 24 reported in my 
458, July 25, 9 a. m.%). The Chinese Government has further handi- 
capped successful operation of the Fund by depriving it of normal 
support from postal savings remittances, customs receipts and re- 
mittances from overseas Chinese which should have been available 
for exchange operations but were diverted to other uses. 

2. The policy now adopted by the Chinese Government as sketched 
by Chiang is almost certain to produce price inflation and popular 
panic within 3 months with possible serious political results. 

“See telegram No. 591, August 5, 2 p. m., to the Ambassador in France, 

°. oNot printed.
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3. T. V. Soong is bitter over the lack of cooperation from Kung in 

measures of the support of the currency and threatens to sever all 

| connection with the Chinese Government. On the other hand there is 

similar dissatisfaction with the Minister of Fimance here in Chung- 

king and if he were to vacate the post Soong would be willing to as- 

sume office and try to salvage the situation but in view of Chiang’s 

speech the change is not likely. | 

4. There are however officials influential in the Chinese Government 

who have an intelligent understanding of currency problems who it is : 

hoped will assert and it is highly desirable to consider what measures 

can usefully be taken by foreign governments to support the cur- 

rency. Informant feels that the British Government was not only wise 

but generous in voting the Stabilization Fund without security and at 

low interest. While he does not ignore the great assistance that has 

been given by the American Government he points out that the Chi- 

nese have been seriously hampered by the requirement since January 1 

that proceeds from silver sales must be expended for American goods 

and observes by way of contrast that gold deposits received from 

London do not have to be returned in the form of commodities. 

[5.2] In regard to the pledge of tung oil in return for the 

$95,000,000 credit he observes that the transaction can hardly be re- 

garded as a measure purely designed to assist China because of the 

high interest, the fact that the amounts of oil stipulated for are double 

what would be required to liquidate the credit and the limitation of 

proceeds to the purchase of non-military goods which deprives China 

of possible use of these assets elsewhere for war munitions. He sug- 

| gests ample protection would be afforded the American Government 

if from the proceeds of wood oil shipments a reserve fund of $5,000,000 

were established to provide against price fluctuations and if the bal- 

ance of the oil were released to the Chinese Government. 

Informant states that with difficulty he convinced the French Gov- 

ernment in January that the British Government was not seeking 

profit from instituting the proposed Stabilization Fund and per- 

suaded that Government to contribute to it but that at the last moment 

the French withdrew. 

6. The informant, actuated evidently by loyalty to the Chinese 

cause and his conviction that enormous interests are at stake, urges in 

the strongest terms that foreign governments take immediate and effec- 

| tive steps to assist in maintaining improvements [which?] should be 

: made in the method of Chinese cooperation. Despatch follows by air 

mail.” 
Repeated to Shanghai. 

| 
J OHNSON 

st No. 296 of August 5; not printed. 

1
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| 893.24/594a: Telegram —— 

The Acting Secretary of State to the Ambassador in France (Bullitt) 

Wasurneron, August 5, 1939—2 p. m. 
(591. Your 1414, July 31,4 p.m. The British Government has in- 

formally informed me through the British Embassy here that the 
British Government has no intention to close the Burma Road to 

_ shipments for China. 

WELLES 

893.515 /1429 , 

Memorandum of Conversation, by the Chief of the Division o f Far 
Eastern Affairs (Hamilton) 

[Wasuineron,] August 8, 1939. 
The French Ambassador called at his request. He left with me 

the attached aide-mémoire ® in regard to communications received by 
the French Government from the Chinese Government in regard to 
matters relating to the currency situation in China. The Ambassador 
asked me whether the Department had received similar communica- 
tions and, if so, what attitude the Department proposed to take in 
regard to the Chinese communications. | 

I told the Ambassador that several days ago we had received two 
communications from the Chinese Ambassador here. I said that in 
one of these communications the Chinese Government referred to 
arrangements which were under discussion with American bond- 
holders looking toward resumption of foreign loan services.” I said 
that in this communication the Chinese Government stated that it 
had been forced to the conclusion that it was not in position at this 
time, due to the hostilities, to proceed with the negotiations and to 
make the payments contemplated. I said that the Chinese Govern- 
ment had asked us to explain the situation in confidence to the Foreign 
Bondholders’ Protective Council, J. P. Morgan and Company and 
the Continental Illinois National Bank and Trust Company of Chi- 
cago. I said that, pursuant to the Chinese request, the Department 
had brought the views of the Chinese Government confidentially to 
the attention of the organizations named. 

I told the Ambassador also that we had received another communi- 
cation from the Chinese Ambassador here enclosing the text of a 
cablegram from the Chinese Minister of Finance in regard to the 

* Not printed. 
® See letter from the Chinese Ambassador, July 29, p. 850.
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question of Chinese national currency and foreign exchange.” I 

told the Ambassador that in this communication the Chinese Govern- 

ment had made a request that the American and other governments 

aid in maintaining the value of the Chinese dollar. I told the Ambas- 

sador that the Department had acknowledged the receipt of this com- 

munication from the Chinese Ambassador ® and that an officer of 

the Department had orally explained to the Chinese Ambassador ” 

that this Government had been observing with care developments in 

the currency situation in China and appreciated the difficulties which 

confronted the Chinese Government, a situation which affects ad- 

versely not only the Chinese Government but also interests of other 

countries, including the United States. I told the French Ambassador 

that it had been pointed out to the Chinese Ambassador that each 

government has to proceed within the framework of the institutions 

and capacities of the country for which it acts and that each of the 

governments to which the currency situation in China presents a 

problem must proceed in its own way. I told the French Ambassador 

that in the conversation with the Chinese Ambassador reference had 

been made to the methods which this Government had used for the 

safeguarding of its interests and to the benefits which had accrued to 

China therefrom. 
After I had explained to the French Ambassador the action taken by 

the Department in regard to the two communications which the De- 

partment had received from the Chinese Ambassador here, the French 

Ambassador said that there was no need for the Department to reply 

further to the aide-mémoire which he had handed to me. 
M[axwet.] M. H[amiton] 

893.515/1439 

The Consul General at Shanghai (Gauss) to the Secretary of State 

No. 2418 Suaneual, August 9, 1939. 
[Received September 6. | 

Sir: I have the honor to quote below an excerpt from an article by 

\ “Observer”, which appeared in the Sunday Mercury (American) on 

August 6, 1939. The portion appeared in heavy type in the printed 

| article and read : 

| “A report circulating in financial circles, which is not perhaps com- 

mon knowledge, insinuates that a few days prior to the withdrawal 

' of the support of the Chinese Dollar by the Control Committee last 
month, the wife of a ranking Government minister in Chungking 

) telegraphed to Shanghai to a foreign broker to buy for her account 

| © See letter from the Chinese Ambassador, July 29, p. 695. 

“Dated August 4, not printed. 
* Soe memorandum by the Adviser on Political Relations, August 2, p. 699.
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the huge sum of forty thousand (40,000) Pounds Sterling. Without 
doubting in the least the integrity of the minister, the disclosure of 
an important State secret to his enterprising spouse is a grave im- 
propriety. And for the wife of a Government minister to take advan- 
tage of a State secret to ‘facilitate the flight of capital from China’ 
for her personal benefit at the present juncture is conduct deserving 
public condemnation. N othing could be more injurious to China’s 
cause than for her officials and their kin to abuse the sympathetic sup- 
port of her friends.” 

From time to time rumors are quietly current concerning the par- 
ticipation of members of the Chinese Government or of their families 
in transactions accruing to their personal benefit until the feeling has 
grown in many quarters that there is in effect substance to them al- 
though it is admitted that the alleged transactions would indeed be 
difficult to prove. In this connection, reference is made to the remarks 
at the bottom of page 6 of the Embassy’s confidential despatch no. 

| 2655 [2855], July 21, 1934, entitled “Italian Aviation Interests in 
China”, the Consulate General’s confidential despatch no. 117, January 
30, 1936, entitled “Further Publicity in Regard to the Slump in the 
Chinese Government Bond Market” * and more recently to the Am- 

_bassador’s strictly confidential telegram No. 485 of August 3, 1989. 
Respectfully yours, , C. E. Gauss 

| 793.94/15488 | | 

Lhe President of the Chinese Ewecutive Yuan (Kung) to President 
| Roosevelt * 

| Cuunexine, August 17, 1939. 
Dear Mr. Present: I take great pleasure in sending you this 

message of remembrance and greetings through Dr. W. W. Yen, 
former Chinese Ambassador to Washington, who is on his way to 
attend the Institute of Pacific Relations Conference in Victoria as 

, head of the Chinese Delegation. 
Allow me to thank you for your esteemed letter ® received some- 

time ago through the courtesy of the American Embassy here and for 
your kind sentiments expressed therein toward the Chinese Govern- 
ment and people. Through Ambassador Johnson I was glad to learn 
also that you were enjoying good health and giving close and sym- 
pathetic consideration to the situation in China. 

It is a source of satisfaction to me, as it must be to you also, to note 
the extension of economic cooperation between our two countries, 
particularly at the present moment. For your leadership which has 

* Neither printed. 
~ Handed to President Roosevelt on November 8 by Dr. W. W. Yen. 

on Aue February 14, not printed; it was delivered by the Embassy in China
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made such friendly cooperation possible, I wish to assure you of my 

hearty appreciation. | 

I cannot let this opportunity pass without expressing my high ad- 

miration of the courageous and statesmanlike step you have recently 

taken in declaring the abrogation of the American Trade Treaty with 

Japan. Prompted though it was by the necessity of protecting Amer- 

ica’s commercial interests, this timely measure was heartily welcomed 

and appreciated in China, especially as it came at a time when inter- 

national developments were none too encouraging. I cannot sum up 

the reaction of the Chinese nation better than to quote Generalissimo 

Chiang Kai-shek who, only a few days before the world knew of your 

historic move, expressed the following belief : “The power making for 

justice held in the hands of friendly nations is now in process of 

gathering energy, and when the fitting moment comes it will make 

itself felt in a very effective manner. We believe that no friends will 

abandon or betray us while we ourselves remain sound and upright.” 

To you, Mr. President, I need hardly say that China is in effect 

fighting the battle of all democratic nations. The oft-recurring in- 

cidents in which the Japanese have trampled upon American rights 

and interests with impunity make me feel indeed sorry that our in- 

vaders have, in their undeclared war in this land, brought American 

rights and interests within the ambit of their lawlessness and aggres- 

sion. Clearly, for America to help China financially and otherwise in 

checking the aggressor’s ambition is to safeguard the security of 

America itself. On the other hand, I feel confident that if America 

should exert the full weight of its economic pressure on Japan, the 

latter’s feet of clay must give way. 

- LT look forward to ever closer friendship and cooperation between 

our two countries under your illustrious leadership. 

With kindest personal regards, 
Sincerely yours, H. H. Kune 

893.51/6974 ; Telegram 

| The Ambassador in China (Johnson) to the Secretary of State 

| | Cuunexine, August 18, 1939—noon. 
[Received August 18—6 a. m.] 

| 501. My 485, August 3,2 p.m. McHugh has been told by an in- 

| formant he believes to be well informed and reliable that the bill 

| establishing a commercial credit fund of 10 million pounds was ready 

2 for final approval by the British Government just before Parliament 

! adjourned on August 4 but was withheld on representations from 

the British Ambassador at Tokyo who urged that the inclusion in 

| this amount of a sum of 3 million pounds for use in promoting sales 

\
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to China would embarrass the conversations in progress in Tokyo for 
the settlement of the Tientsin controversy. 

| JOHNSON 

893.516/651 | 

The Ambassador in the United Kingdom (Kennedy) to the 

Secretary of State | 

No. 3296 Lonpon, September 4, 1939. 
a | [Received September 19.] 

Sir: I have the honor to refer to the Department’s telegraphic in- 
struction No. 479, July [June] 23, 7 p. m. regarding the question 
of cooperation between British and American banks in China and 
to transmit herewith a copy of a Foreign Office memorandum which 
was received by the Embassy on September 1, 1939. 

It will be recalled as regards the explanation given by the Foreign 
Office in paragraph numbered 8 of its memorandum that the British 
Treasury’s explanation reported in the Embassy’s 924, June 30, 10 

| p.m. was countered by the Department’s instruction No. 512 [510] of 
| July 7,7 p.m. However, in all likelihood the lesson has been learned. 

Respectfully yours, — For the Ambassador: 
Herscuet V. JOHNSON 

. 7 Counselor of Embassy 

| [Enclosure] _ 

The British Foreign Office to the American Embassy. | 

QuEsTION oF CooPERATION Between Bririsu anp AMERICAN BANKS 
IN CHINA : 

On the 27th June Mr. Herschel Johnson made an oral and informal 
- communication to the effect that in the following three instances Brit- 

ish banks did not seem to have acted in conformity with the spirit of 
_ cooperation which His Majesty’s Government desired to promote 

between foreign banks in China :— 

1. The manner in which the new Chinese exchange stabilisation 
policy was put into effect on 7th June by the Stabilisation Committee, 
on which two British banks were represented, had created an unfor- 
tunate impression upon the United States banks, which had been 
endeavouring to cooperate with the exchange control. The United 
States banks did not quarrel with the decision for a change in the 
exchange policy, but they learned of it only when one of the foreign 
banks applied to the Control and was told that no exchange was being 
sold. 

2. Early in March British banks in North China announced their 
attitude in regard to trade and exchange control measures and then, 
without having first consulted United States banks, tried to bring 
pressure to bear on the latter to adopt the same attitude.
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3. At Shanghai, notwithstanding the promise of the Manager of 

the Chartered Bank that British banks would consult United States 

banks with a view to maintaining a common policy regarding the 

acceptance of Hua Hsing notes, United States banks were not even 

informed of the decision of British banks to have nothing to do with 

the new banks or its notes until the decision became known to the 

customers of the British banks onthe lst May. 

9. The Hong Kong Bank and the Chartered Bank have informed 

His Majesty’s Government that they are always most anxious to 

cooperate with United States banks. 

3. The first point has already been discussed between Mr. Butter- _ 

worth and the Treasury, and it is hoped that the Embassy are satisfied 

with the explanations given. | 

4, As regards the second point, in view of the banks’ desire to 

cooperate as fully as possible, there is no doubt that they regret as 

much as do His Majesty’s Government that any premature announce- | 

ment should have been made in such a way as to embarrass the Ameri- 

can banks. We had understood that there was from the first very full 

discussion between the foreign bankers. It is of course true that the 

British banks were very firmly convinced that non-cooperation with 

the trade and exchange control measures was the only possible policy 

in view of their pledged support for the Chinese national currency, | 

and of the existence of King’s Regulations making Fapi the only 

legaltender. When, therefore, the Manager of the N ational City Bank 

in Tientsin appeared disposed to adopt an attitude of cooperation with 

the Federal Reserve Bank, his British colleagues did their best to 

dissuade him. | 

5. As regards the third point, the British banks felt for the same 

reasons as had applied in the North that there could be no question of 

cooperation with the Hua Hsing Bank. There seems, however, to 

have been some misunderstanding, for the Manager of the Chartered 

Bank states that he informed Mr. MacKay® of this attitude, and 

that Mr. MacKay thereupon suggested a conference of the foreign 

banks. The Manager of the Hong Kong Bank is understood to have 

opposed this because he felt that British banks could not possibly 

adopt any other policy. 

) 6. It seems that it is hardly correct to say that the decision of the 

British banks became known to their customers on the Ist May. No 

| definite announcement was necessary as no notes of the new banks were 

| offered to the British banks nor were they in circulation at that date. 

* Of the National City Bank of New York at Shanghai.



710 FOREIGN RELATIONS, 1939, VOLUME III 

893.6359 Wolfram Ore/67 

Lhe Secretary of State to the Ambassador in China (J ohnson) 

No. 176 Wasuineton, September 12, 1939. 
Sir: Reference is made to the Embassy’s despatch no. 217 of May 

27, 1939, enclosing a translation of a note from the Ministry for For- 
eign Affairs * in reply to the Embassy’s protest against the granting 
to a foreign firm of an exclusive sales agency for Chinese wolfram 
ore, and to the Embassy’s despatch no. 221 of May 29, 1939, enclosing 
a further communication from the Foreign Office” in regard to this 
matter. | | 

The Department is of the opinion that for the time being no ac- 
knowledgment should be made of the Foreign Office communications 

| of May 18 and May 24, 1939, but it is felt that developments should 
| be followed closely in order that appropriate action may be taken 

should the activities of the Peking Syndicate under the terms of its — 
contract with the National Resources Commission prove inimical to 
American interests. The Department therefore desires that the 
Embassy report fully and promptly to the Department all pertinent 
information in this connection which it may be able to obtain and that 
it instruct the appropriate consular officers in China and Hong Kong 
similarly to report. | 

Very truly yours, For the Secretary of State: 
| SUMNER WELLES 

893.51/6991 

Lhe Ambassador in France (Bullitt) to the Secretary of State 

No. 5004 Parts, September 18, 1939. 
[Received October 2.] 

Sir: I have the honor to report that I and a member of my staff 
had several conversations, on his initiative, with Dr. Wellington Koo, 
Chinese Ambassador to Paris, shortly prior to the outbreak of hos- 
tilities. These conversations were largely concerned with Chinese 
financial difficulties and possible American assistance, and culminated 
in Dr. Koo’s handing to me a memorandum dated August 29. A copy 
of this memorandum is enclosed. Dr. Koo informed me that it was 
based on a cablegram received by him on August 28 from General 
Chiang Kai-shek, who had discussed the questions treated therein with 
Dr. Kung. 

It will be observed therefrom that the memorandum envisages (1) 
the purchase of and immediate payment for 200 million ounces of 
silver for later delivery at a price of $7 0,000,000; (2) a new $50,000,- 

* Enclosure not printed. 
* Not printed.
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000 credit of the Import-Export Bank for the purchase of gold in 

the United States; and (8) a purchase of 50,000 tons of tin from China 

valued at $50,000,000. I, of course, gave Dr. Koo no assurance what- 

soever that the wishes of the Chinese Government in this connection | 

could be satisfied. | 

There is also enclosed as of possible interest an earlier memorandum 
handed to me by Dr. Koo on August 17.” 

Respectfully yours, Wi41am C, Buwirr 

893.50A/158 : Telegram 

The Ambassador in China (Johnson) to the Secretary of State 

CHUNGKING, September 19, 1939—9 a. m. 
[Received 1:11 p. m.] 

531. Referring to letter of July 27 from Hamilton,” Messrs. Shea- 
han, Van Patter and Bassi of the Keeshin Freight Lines Incorporated 
arrived September 17 to investigate transportation problems for the 

| Executive Yuan and make recommendations. The first named will 

remain 3 months and last two for 1 year. A responsible Chinese official 

informed me these experts were personally selected by Secretary of the 

Treasury Morgenthau at the suggestion of K. P. Chen. I infer that 

the Chinese regard them as liaison officers between the Chinese Gov- 

ernment and the Secretary of the Treasury and hoped that their 

reports will be utilized as the basis for more extended American finan- 

cial assistance to China. After meeting these men I am inclined to 

believe that with their professional experience and the personal quali- 

fications they seem to have they will be able to perform valuable serv- 

ices for the Chinese. 7 
JOHNSON 

893.50A/153: Telegram. 

The Secretary of State to the Ambassador in China (Johnson) 

WASHINGTON, September 21, 1939—6 p. m. 

177. Your 530 [531], September 19, 9 a. m., fourth sentence. You 

: understand of course that, as stated in Hamilton’s letter of July 27,” 
| the Americans in question have no official status vis-a-vis this 

. Government. 
Sent to Chungking only. 

Huon 

| ” Not printed.
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793.94/15488 | 

The Secretary of State to President Roosevelt | 

| . [Wasuineton,| November 1, 1939. 

| Reference, the call which Dr. W. W. Yen, former Chinese Minister 
to the United States, is to make on you on November 2, at twelve- 
thirty, noon. | 

Dr. Yen will present to you a letter, dated July 20, from Chiang 
Kai-shek, a copy of which, as supplied for your advance information 
by the Chinese Ambassador here, is hereunder attached. Chiang Kai- 
shek has asked Dr. Yen to “exchange views with you concerning the 
general situation in the Far East”. 

In the letter under reference, Chiang Kai-shek states that the main 
points of his thought relate to: (1) the upholding of the principles 
of the Nine Power Treaty, with emphasis upon adoption by this Gov- 
ernment of economic measures against Japan; (2) China’s need of 
material assistance; and (3) the European situation in relation to the 
Far East. . 

The Department offers comment as follows: , 
With regard to Chiang Kai-shek’s first point, it is believed that the 

attitude and position of this Government with regard to the question 
of treaty observance and with regard to the principles which this 
Government believes should govern relations between and among 
nations have been made clear in many public statements by high 
officials of this Government, and that this Government’s attitude and 
position remain unchanged. With reference to the suggested adop- 
tion by this Government of economic measures against Japan, it is 
believed that the whole question of our future commercial relations 
with Japan must, naturally, depend upon developments. Both the 
executive and the legislative branches of the Government have been 
giving consideration to this subject. Suggestions for action by this 
Government are examined in the light of the traditional policies of 
the United States and of the current attitude of the American people, 
and within the framework of the laws of this country. Chiang Kai- 
shek also suggests that this Government might call a conference either 
to bring about a settlement of the Far Eastern situation or as a pre- 
liminary to the taking of economic measures against Japan. It is 
believed that until Japan’s military leadership shall have become 
convinced of the necessity of modifying its objectives and altering 
its methods, action by the Government of the United States directed 
toward bringing about an adjustment of the Sino-Japanese conflict 
by diplomatic processes would be inopportune: such an adjustment, 
if achieved, could only be on a basis which would have the effect of 

® Ante, p. 687.
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assisting Japan toward acquisition of a legal title to some portion 

of what the Japanese armies have seized (and are by no means sure 

of holding) by force. It is believed that the calling at this time 

of a conference as a preliminary to the taking of economic measures 

against Japan would have little or no chance of serving a useful 

purpose, especially in view of the preoccupation of other powers with 

military operations in Europe and prevailing uncertainties regarding 

current diplomatic moves and developments. | 

With regard to Chiang’s second point, China’s need of material 

assistance, it is understood that this Government desires to be con- 

structively helpful where it is appropriate and possible for it to act 

within the framework of the established policies and laws of the 

United States. 
With regard to Chiang’s third point, the European situation in 

relation to the Far East, it is to be noted that Chiang’s letter was 

written before the outbreak of war in Europe. After the war began, 

the Chinese Government appeared for some time to be apprehensive 

lest the foreign relations of Great Britain and France, and possibly 

developments between the Soviet Union and Japan, might assume an» 

orientation unfavorable to China. On September 5, the American 

Ambassador to China called on Chiang Kai-shek * and communicated 

to him, under instruction from the Department, a statement that we 

had no indication of any material developments which would seem 

to make warrantable the apprehensions of which Chiang had given an 

intimation. This Government has constantly exchanged with the 

British and the French Governments information in regard to the 

Far Eastern situation; our attitude and position in regard to features 

of that situation have on numerous occasions been made known to 

those Governments; and it is believed that our views are clearly 

understood by them. During recent weeks various developments in 

China have given the Chinese Government renewed confidence in the 

capacity of China to resist; developments in relations of other coun- 

tries have tended to allay the Chinese Government’s apprehensions 

referred to above; and Chiang Kai-shek has repeatedly affirmed that 

China has no intention of making peace on the basis of Japanese 

terms as currently (and more or less vaguely) outlined by Japanese 

spokesmen or agents. 
C[orpetit] H[ vy] 

one telegram No. 519, September 6, 9 a. m., from the Ambassador in China, 

p. 2338.
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611.939/206 : Telegram | 

The Secretary of State to the Ambassador in China (Johnson) 

Wasurineton, November 4, 1939—3 p. m. 

217. Your 574, October 29, 11 a. m., and 575, October 30, 9 a. m.,5 
| shipment of bristles from Chungking. The Department agrees that 

this Government should not enter objection to any reasonable measures 
in control of trade taken by the Chinese Government to meet necessities 
of the existing emergency situation. However, regardless of the accu- 
racy of the information supplied the Embassy, it would appear that in 
the present case American companies are suffering from unreasonable 
restrictions upon their right to purchase goods in China and export 
them to this country. With particular reference to the suggestions 
contained in paragraph 5 of your 575, the Department is of the opinion : 
that the most appropriate method of presenting the difficulties experi- 
enced by American companies in their efforts to purchase and to export 
bristles is through the Embassy at Chungking. The Department 
therefore desires that you approach the Chinese Foreign Office in such 
manner as you deem appropriate and request that the Chinese Govern- 
ment take immediate steps to remove the unreasonable obstacles which 
impede the conduct of legitimate business. You may also point out in 
this connection the losses which this situation is causing the Chinese 
Government. If appropriate occasion offers you are also authorized to 
take this matter up informally with other Chinese officials who might 
be in position to take effective action toward amelioration of the situa- 
tion. 

Bearing in mind the consideration presented in the last sentence of 
your 575, the Department suggests that in your approaches you avoid 
raising or discussing the causes which have brought about this interfer- 
ence with American business in China, and that you emphasize that, 
interested American firms in this country having brought to the 
Department’s attention the existence of such interference, this Govern- 

| ment is interested in the prompt removal of the interference and looks 
to the Chinese Government to take immediate and effective action to 
this end. 

Sent to Chungking only. 
Ho 

798,94/15488 : 

President Roosevelt to Generalissimo Chiang Kai-shek ® 

Wasuineton, November 10, 1939. 

My Dear Genera Cutana: I acknowledge the receipt of your letter 
of July 20, 1939, which was delivered to me on November 8 by your 

‘Neither printed. 
* Original transmitted by the Department to the Embassy in China for delivery.
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distinguished countryman, Dr. W. W. Yen, who was at one time 
Chinese Minister to the United States. 

I greatly appreciate receiving through your letter and through 
Dr. Yen an expression of your views in regard to various aspects of 
the situations in the Far East and in Europe. As the situations have 
changed in important respects since your letter was written, especially 
by reason of the outbreak of hostilities in Europe, and as Ambassador 
Johnson called upon you on September 5 and, under instruction, dis- 
cussed various questions bearing upon those which you mention, I 
shall not attempt to comment in detail on the views expressed in your 
letter. | 

I assure you that, as stated to you by Ambassador Johnson, the 
fundamental and traditional foreign policy of the United States is 
unchanged. Our attitude and position in regard to the situation and 
problems in the Far East have on numerous occasions been made 
known to various of the other governments concerned. 

I have had several pleasant conversations with the present Chinese 
Ambassador, Dr. Hu Shih. Officials of the Department of State are 
at all times accessible to him, and the agreeable relations which he 
maintains in Washington provide continuous opportunity for helpful 
exchanges of views in regard to all aspects of the situation in the Far 
East, which situation continues to receive the closest attention of a 
number of officials of this Government including myself. . 

I have greatly enjoyed meeting and talking with Dr. Yen. 
Very sincerely yours, [Franx iin D. Roosevetr] 

798.94/15488 a | 

President Roosevelt to the President of the Chinese Executive Yuan 

(Kung)’ 

Wasuineton, November 10, 1939. 

My Dear Dr. Kuna: I have received and I appreciate the kind 

remarks contained in your letter of August 17, 19389, which was pre- 

sented by Dr. W. W. Yen with whom I had a pleasant conversation on 

November 3. 
| I was gratified to note in your letter the statements of appreciation 

of the position and attitude of this Government. I need not reaffirm 

at length that we are giving the closest attention to developments in 

the Far East and that the attitude and policy of this Government 

remain unchanged. 
With kind personal regards, I am 

Very sincerely yours, [Franxuin D. Roosevetr] 

Original transmitted by the Department to the Embassy in China for delivery.
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793.94/15518 : Telegram 

| The Ambassador in France (Bullitt) to the Seeretary of State 

_ Paris, November 30, 1939—3 p. m. 
| [ Received 4:08 p. m.] 

2866. I discussed with Mandel ® last night the situation in China. 
He said that he was intensely disturbed by the Japanese capture of 
the suburbs of Nanning. He stated that the Japanese advance had 
destroyed the possibility of continuing shipments of supplies by truck 
which has been going from Indo-China to Nanning over the new road. 

Aside from the serious physical difficulties which the cutting of this 
route would impose on the Chinese Government he felt that the loss of 
the positions around Nanning indicated much greater feebleness on the 
Chinese side than he had thought existed. Just previous to the Jap- 
anese advance on Nanning he had received from China what appeared 
to be authoritative information to the effect that the Chinese Govern- 
ment was absolutely confident of its ability to maintain the Chinese 
military positions protecting the road from Indo-China to Nanning. 

He had as yet no adequate explanation for the Chinese collapse in 
the Nanning region and thought that it might have been due to 
treachery. If so the indication of Chinese weakness would be even 
more serious since his latest information indicated that Chiang Kai 
Shek had had an unusual degree of confidence in the military leaders 
inthe Nanning District. Since Mandel has been the chief advocate of 
support to the Chinese Government and since he is now doubtful about 

_ Chinese resistance I feel that the questions referred to in my No. 2845, 
November 28, 5 p. m.,® may in the near future become even more 
important. 

| Burr 

793.94/15517 : Telegram 

The Secretary of State to the Ambassador in France (Bullitt) 

WasuHineton, December 2, 1939—4 p. m. 

1475. Your 2866, November 30, 3 p. m. The Department is re- 
peating to you Chungking’s 614, November 29, 9 a. m.”° 

While the loss of Nanning obviously may be a serious blow to 
China’s transport system, reports that the Chinese are planning a 
counter-attack and that the Japanese may encounter difficulty in keep- 
ing open their lines of communication with the coast indicate that it 
is as yet too early to assume that the Japanese will be successful in 
holding Nanning. 

® Georges Mandel, French Minister of Colonies. 
° Ante, p. 86. 
* Ante, p. 826.
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Even if the Japanese should continue to occupy Nanning, we do 

not regard that loss as disastrous to the Chinese. In the southwest 

there remain open two important external channels of supply (the 

Burma road and the Tonkin-Yunnan Railway) ; also, a main interior 

route (the highway from Yunnanfu to Chungking) remains open; 

and a new highway (Yunnanfu to Luchow, Szechwan) is about to be 

opened. It would accordingly seem that the loss of the Nanning route 

should not cause a cessation of transportation of supplies. It is pos- 

sible that an important consideration in connection with the capture 

of Nanning is that the advance of Japanese lines to that point may 

facilitate Japanese air attacks upon other interior transportation 

routes. The extent to which this factor may disrupt the transporta- 

tion of supplies is, of course, a matter for speculation. It is our im- 

“pression, however, that Japanese bombing operations in the past 

directed against routes of communication have been signally ‘unpro- 

ductive as, for example, in the case of the Canton—Hankow Railway. 
Hoi 

893.51/7019 | | 

Generalissimo Chiang Ku-shek to President Roosevelt | 

| [Cuuncxrne,] December 19, 1939. 

I am most grateful to you for receiving Dr. W. W. Yen last month. 

As you no doubt understand the great difficulties of our financial situa- 

tion, I once more venture to express the hope that your Government 

will before long render to China some further financial assistance. 

Naturally, I cannot help hoping that it may be possible for the new 

financial help from the United States to include a cash loan which 

may enable us to strengthen our national currency. But I assure 

you, whatever you can do to help us, will be forever remembered by 

the Chinese Nation. | 

| Cu1ane CHUNG-CHENG 

798.94/15603 

The Ambassador in China (Johnson) to the Secretary of State 

No. 413 CuuneKine, December 27, 1939. 
[Received January 15, 1940.] 

Sir: I have the honor to state that on December 26, 1939, I held an 

informal conversation with M. Henri Cosme, the French Ambassador. 

The following is a summary. 

uTranslation of telegram forwarded by the Chinese Embassy to President 

Roosevelt ; transmitted to the Department by President Roosevelt on December 26. 

278040—55—46
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We agreed that the Chinese authorities are optimistic as to the out- 
come of the hostilities with Japan to a degree hard for foreigner 
observers to justify. I suggested that perhaps this optimism was 
based on a belief that Japan was at the point of exhaustion. M. Cosme 
inclined more to the view that it was occasioned by (1) the victory 
over the Japanese at Changsha during the summer, (2) support given 
by the United States, as by the denunciation of the Treaty of 1911, or 
expected from the United States in the future, and (3) support given 
by the Soviet Union. | 

The Ambassador remarked that the Chinese seemed to believe that | 
by advancing to and capturing Nanning in Kwangsi Province at the 
end of November, the Japanese had laid themselves open to such a 
reverse as occurred at Changsha; he thought the Chinese were confident 
that they would repeat the Changsha performance. He himself felt 
that the Chinese had exhibited an amazing weakness in permitting the - 
Japanese to capture Nanning, and according to rumor, Lungchow, 

_ twelve miles from the Indo-China frontier, so easily. In regard to 
| assistance from the Soviet Union, he said he had authentic information _ 

that in the months September to November, inclusive, thirty-three 
| thousand tons of war materials had arrived in Chengtu in Russian 

trucks and that between two hundred and two hundred and fifty trucks 
arrived daily ; he said that a strong Russian air force was being organ- 
ized in northwest China; that there were fifty air establishments in the 
vicinity of Chengtu, capital of Szechuan; and that there were at least 
one thousand Russian technicians in the Chungking-Chengtu area, 
assisting the Chinese as advisers and in other capacities. I felt dubi- 

| ous of the accuracy of these figures, but having no proof I did not 
question them. 

The Ambassador said that he had long ago warned the Chinese 
Government that if the Chinese allowed Japanese forces to reach the 
vicinity of the Indo-China border certain aspects of Chinese-French 
relations, such as the transportation of materials through Indo-China, 
necessarily could not be the same as before, and he had urged that they 
prevent Japanese forces from so doing. He pointed out that all road 
and rail communications into China as far as the Burma Highway were 
now threatened by the Japanese and that transportation over the latter 
route probably did not exceed 1,500 tons per month. 

In the light of this situation we debated whether the recovery of the 
Nanning motor route was not vitally essential to the success of China’s 
resistance to Japan. M. Cosme observed that if all import routes 
from the south were cut off, China would be dependent on the route 
through Chinese Turkestan and Russia for foreign supplies, and for 
exports with which to obtain foreign exchange. In view of the seem- 
ing seriousness of the situation the apparent lack of anxiety of the
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Chinese authorities over the results of the struggle for the Nanning 

route was hard to understand. 

| I suggested as a possible explanation of this attitude a belief on the 

part of the Chinese that China had no vital spot, and that even if all 

contact with foreign nations were to be prevented, China still could 

oppose effective resistance to Japanese domination for an indefinite 

period. I added that if China’s foreign communications were limited 

to the route through Russia or were completely cut, France, Great 

Britain and the United States would find it impossible to influence the 

outcome of the struggle and hence the fate of their own interests 1n 

China, except through some form of direct pressure on Japan. Unless 

such direct pressure were applied the Chinese would necessarily have 

to work out their destiny without regard to the assistance, wishes or 

‘nterests of these three nations. From the Chinese standpoint it might 

be considered that the recovery of the southern transportation routes 

was a vital matter for Occidental relations with China, but not neces- 

sarily a vital issue in the outcome of China’s resistance to Japanese 

domination. 

Respectfully yours, | For the Ambassador : 
Wituys R. Pscx 

893.6359 Wolfram Ore/71 

, The Consul General at Hong Kong (Southard) to the Secretary 

of State 

No. 577 Hone Kone, December 28, 1939. 

[Received January 24, 1940.] 

Sr: I have the honor to refer to the Department’s instruction No. 

176, of September 12, 1939, to the American Embassy in Chungking 

in regard to the granting of an exclusive sales agency for Chinese 

wolfram ore to the Pekin Syndicate, Ltd., a British firm, and to give 

certain information obtained in Hong Kong regarding export sales 

of this product. 

The Foreign Trade Office of the Chinese National Resources Com- 

mission situated in Hong Kong which has general charge of sales 

‘n behalf of the Chinese Government of all metals exported from 

China including tin, wolfram, antimony, etc., states that the Pekin 

Syndicate is acting as a sales agency only in regard to wolfram pro- 

duced in Kiangsi, Hunan and Kwangtung and not for production in 

Kwangsi and Yunnan, for which the mentioned office in Hong Kong 

acts exclusively. The Foreign Trade Office of the National Resources 

Commission states that it authorizes the minimum price at which 

all sales of wolfram may be made including those through the Pekin
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Syndicate, and that the latter is therefore in no sense a monopoly 
since it controls neither the supply nor the price. The National Re- 
sources Commission receives orders directly from New York buyers, 
executes some of them itself and routes some to the Pekin Syndicate 
for shipment from the area for which the latter operates. It was 
further stated by the director of the Hong Kong office of the National 
Resources Commission that since the outbreak of the European war, 
New York has been the center of the world market for wolfram: also 
that sales from China to Germany have been discontinued. When 
asked whether it is not possible for them to ship to Germany via the 
Soviet Union the director stated that such a procedure would cause 
them “far too much trouble” and had been discontinued. He further 
expressed the opinion that Germany had adequate reserve supplies 
for the present. 
An American metal broker in Hong Kong who usually is reliably 

informed states that New York buyers work regularly with the Na- 
tional Resources Commission and can get supplies regardless of the 
Pekin Syndicate. From the view point of continuance of United | 
States supplies, the area for which the Pekin Syndicate acts as sales 
agent as well as its nationality are both, in his opinion, immaterial. 
Respectfully yours, Appison E. Soutwarp 

893.51/7019 : Telegram 

Lhe Secretary of State to the Ambassador in China (Johnson) 

Wasurneron, December 29, 1939—7 p. m. 
245. The Department refers to your despatch no. 180, April 21, 

1939,” and requests that you communicate the following message as 
from the person mentioned in the third line of the first paragraph to 
the first person mentioned in the fourth line of the same paragraph : 4 

“I have received your telegram of December 19 and wish to assure 
you that officials of this Government continue to desire to be con- 
structively helpful whenever appropriate and practicable and that 
we are continuing to give close attention to all aspects of the situation 
in the Far East.” 

Please report by naval radio when the message has been delivered. 
Sent to Chungking only. 

Hou 

* Not printed. 
* President Roosevelt’s message was delivered to Generalissimo Chiang Kai- 

shek on January 2, 1940.
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PROPOSAL FOR DISSOLUTION OF THE CHINA CONSORTIUM; DECI- 
SION TO CONTINUE ITS EXISTENCE 

893.51/6807 | | 
Memorandum of Conversation, by the Adviser on Political Relations 

(Hornbeck) - 

| [WasHineton,| January 13, 1939. 

At Mr. Lamont’s * request, I had a conversation with Mr. Lamont 

last evening at the Union Station, Washington, D.C. One of the sub- 

jects which Mr. Lamont wished to discuss was that of the future of 

the China Consortium. : 
Mr. Lamont began with a reference to various conversations which 

have been held between him and me in past years on the subject of the 

China Consortium. He referred especially to a question which has 

been raised by member banks of the American Group, during recent 

years, whether any useful purpose is being served by keeping the 

Consortium alive and particularly whether the American Group 

should continue its membership. He said that the latter of these 

questions has been raised again, rather insistently, by some of the | 

members. He said that sometime ago the Chase Bank had withdrawn 

and that within the last few days Kuhn, Loeb and Company had given 

notice of withdrawal. He said that there was a certain amount of 

what seemed to be useless expenditure involved ; that J. P. Morgan and 

Company no longer had a direct interest in the question of possible 

future business for the Consortium; and that J. P. Morgan and Com- 

pany did not feel like trying to “carry the ball” all by itself. He 

mentioned the conversation which he had had a few days ago with 

Mr. Welles and inquired whether Mr. Welles had informed me 

thereof. 
I replied that Mr. Welles had informed me and Mr. Hamilton ™ of 

the conversation under reference, and that we had discussed the 

matter briefly. 

Mr. Lamont asked whether I could tell him how we felt about the 

matter and/or what might be my own opinion. 

I replied that we were inclined—I in particular—to view the 

matter in a light somewhat similar to that in which we had viewed 

over a considerable period of time the question and problem of with- 

drawing or reducing in number the American armed forces stationed 

in north China. Referring to the expression of a benevolent atti- 

tude toward the Consortium, in principle, of the present Adminis- 

“For organization of the China Consortium, see Foreign Relations, 1920, 

vol. 1, pp. 497 ff. 
*% Thomas W. Lamont, of J. P. Morgan and Company, Representative of the 

American Group of the China Consortium. 
16 Sumner Welles, Under Secretary of State. 
1 Maxwell M. Hamilton, Chief of the Division of Far Eastern Affairs.
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tration, of which I had informed Mr. Lamont in 1933 or 1934, I said 
that we realized that the unfolding of events in the Far East had 
made ever more remote the likelihood of there developing a situation 
in which practical use might be made of the Consortium in service of 
general interests; that we certainly would not feel warranted in - 
strongly urging that the Consortium be kept alive; but that we felt 
that the opportune moment for an announcement of its dissolution 

| or of American withdrawal from it was not at hand, in fact that the 
present moment would be somewhat inopportune. | 

Mr. Lamont then asked why we would regard the present moment as 
inopportune. He remarked that the Chinese had always been opposed 
to the Consortium. I replied that there were a number of things to 
which the Chinese had over a long period been opposed but the exist- 
ence of which at the present time is at the present time gratifying to 
them, and to which they now cling. I said that dissolution of the Con- 
sortium or American withdrawal from it at this time would probably _ 
be viewed with regret by the Chinese and with gratification by the 
Japanese. Mr. Lamont said that he could not help doubting this, at 
least as regards the Japanese: the Japanese, he said, have been most 
insistent on keeping the Consortium alive and have entertained hopes 
that it might be of assistance in connection with their plans for financ- 
ing in relation to China. He personally would not wish to hurt the 
Chinese and would not wish to help the Japanese at this time; he 

| had told the Japanese repeatedly and emphatically that American 
finance would do nothing to help them; but he was sure that the 
Japanese would regret rather than be pleased over dissolution of the 
Consortium. I then said that it might be that we were mistaken in 
our estimate of what would be the effects on the Chinese and the Jap- 
anese respectively ; that I had informed him of our first reaction ; that 
I would report the view which he had expressed; and that we would 
give the matter further consideration. 

Mr. Lamont asked when Ambassador Johnson ” would be present, 
and I informed him that Johnson was expected to land in New York on 
January 17. Mr. Lamont said that there was, of course, no great 
urgency about the question which he had raised; that we doubtless 
would wish to talk it over with Mr. Johnson; that he, Mr. Lamont, 
would be back in New York in a few days; and that he would be glad 

to hear from me further on the subject at our convenience. 
In the course of the conversation, I asked Mr. Lamont whether 

their membership in the Consortium was costing the members of the 
American Group any large amount of money. He replied: “More 
than we can afford to pay.” Upon my pressing mildly for possible 
particulars, Mr. Lamont mentioned a salary which had been paid to 

* See memorandum of June 18, 1934, Foreign Relations, 1934, vol. m1, p. 393. 
*” Nelson Trusler Johnson, Ambassador in China.
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Mr. Charles R. Bennett ” over a period of years but which has now 

been discontinued, and a fee which is paid to the Hong Kong and 

Shanghai Bank. He further said that he did not know just what 

service the Hong Kong and Shanghai Bank rendered by way of 

earning the fee. I suggested somewhat jocularly that it might per- 

haps be a warrantable step of economy to discontinue the paying of a 

fee to the Hong Kong and Shanghai Bank. Mr. Lamont indicated 

approval of the suggestion. 

| At a later point in the conversation, Mr. Lamont said that there 

might come a point when the remaining members of the American 

Group would feel it absolutely necessary to give notice of termina- 

. tion of the Group membership in the Consortium. I inquired whether 

| there would be any need for making any public announcement; whether 

such action might not take place more or less by a process of default 

and without any special (at least without public) notification. I re- 

ferred to the fact that a year or so ago the British Group had indicated, 

through the British Government, that it had in mind the giving of a 
- notification, but that apparently nothing further had happened. Mr. 

Lamont made no express reply to this inquiry and observation except 

to say that plans which British financiers had had in mind at that time 

have not worked out. 

We parted with the understanding that further consideration would 

be given here to the matter and further communication would be had 
by us with Mr. Lamont on the subject. 

| S[raniey | K. H[orneecx | 

893.51/6780 : Telegram 

The Chargé in the United Kingdom (Johnson) to the Secretary 
of State 

Lonpon, January 19, 1939—6 p. m. 
[Received January 19—3:51 p. m.] 

74, The Embassy has learned from City sources under conditions 

of strict confidence that the announced intention of the American 

Group to withdraw from the Chinese Consortium is causing great re- 

sentment. The present time is considered particularly opportune 

for this, a development following as it would on the heels of the Ameri- 

can and British Open Door notes to Japan™ and when the question 

of servicing the maritime customs loans is still under discussion. Sir 

Charles Addis,” who is distressed at the prospect, unfortunately has 

Representative in China of the American Group of the China Consortium. 
2 Hor text of the American note dated December 30, 1938, see Foreign Kela- 

tions, Japan, 1931-1941, vol. 1, p. 820. 
2 Representative of the British Group of the China Consortium.
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to sail tomorrow on a 2 months’ health cruise but he has already been 
in touch with the Foreign Office and the Treasury. 
The City bankers concerned not only consider that such an action 

would in the present circumstances be of benefit to Japan and react 
adversely on the interests of Great Britain and the United States but 
are also annoyed [that] entire cause should be of such a trifling nature, 
namely, the unwillingness of Kuhn, Loeb and Company to pay its 
share of a £750 annual charge. In this connection the Hong Kong 
[and] Shanghai Bank finds it impossible under existing arrangements 
to permit a non-payment without apprising the other members and 
groups of the fact, as it has percolated through to the British banking 
interests concerned [that] the Department of State’s attitude is repre- 
sented as being mildly opposed to the withdrawal of the American 

Group. 

JOHNSON 

898.51/6808 | | 

Memorandum of Conversation, by the Adviser on Political Relations 
| (Hornbeck) 

| [ WasHineton,] January 20, 1939. 

Reference, Mr. Hornbeck’s memorandum of conversation with Mr. 
Lamont, January 13; and London’s telegram 74, January 19, 6 p. m. 

After my conversation with Mr. Lamont of January 13, I asked 
| the Far Eastern Division to review the subject of the China Con- 

sortium as it has come up during the present Administration and to 
consider further the question of the Department’s attitude in the light 
of Mr. Lamont’s latest approach on the subject. Upon receipt this 
morning of London’s 74, January 19, 6 p. m., I conferred with Mr. 
Hamilton, Mr. Mackay * and Mr. Adams,” and, on the basis of a 
community of view among the four of us (it being impossible 
throughout the morning to confer with the Under Secretary or the 
Secretary), I called Mr. Lamont on the telephone. The conversation 
proceeded as follows: 

I inquired concerning Mr. Lamont’s recent trip to Florida and Mr. 
Lamont stated that he had had a thoroughly enjoyable holiday. I 
remarked that I hoped and trusted that he was in a very good humor. 
He indicated that he was. I then said that I wanted to inform him 
confidentially of information which we had from a source which I 
would not name, in London. I said that our informant stated that 
the “announced intention of the American Group to withdraw from 
the Chinese Consortium” was being received very unfavorably (in 
London) ; that “the present time” is regarded there as “particularly 

* Raymond C. Mackay, Assistant Chief of the Far Eastern Division. 
“ Walter A. Adams of the same Division.
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inopportune” for such a development; I read, in paraphrase, most of 

the first page of the telegram under reference above, through the words 

“750 annual charge”; and I read the last two lines, “Department of 

State’s attitude is represented as being mildly opposed to the with- 

drawing of the American Group”. 
I then said that I was giving Mr. Lamont this information in con- 

fidence and on my own responsibility. I said that after our conversa- 
tion on January 13 I had reported fully to the Far Eastern Division 
and the Under Secretary; that I had not since then discussed the 
matter further with the Under Secretary, but that I had discussed it 
fully with officers of the Far Eastern Division. I said that officers of 
the Far Eastern Division shared the view which had been that of the 
Under Secretary, Mr. Hamilton and myself when Mr. Lamont had 
first raised the question with Mr. Welles some days ago, namely, that 
dissolution of the Consortium Agreement or withdrawal of the Ameri- 
can Group from the Consortium at this time would be regarded 
unfavorably by the Chinese and probably favorably by the Japanese, 
which view I had mentioned in my conversation of January 13 with 
Mr. Lamont; and that it was interesting to me to know that the “city” 
reaction in London, as reported, was that such an action would in 

the present circumstances be of benefit to Japan and react adversely 

on the interests of Great Britain and the United States. I said that 

a point had been raised by one of my associates which had not been 

covered in previous conversations: the associate had pointed out that 

so long as the Consortium Agreement * is in effect, banks members of 

the various Groups will be restrained from giving financial assistance 

to Chinese puppet governments, whereas, if the Consortium is dis- 

solved or any Group withdraws from it, the restraining influence of 

a Consortium Agreement would disappear and some bank or banks 

might choose to do such business. 
Mr. Lamont expressed himself as being annoyed over this approach 

by “the British Foreign Office”; he was particularly critical of the 
express mention of a particular bank (Kuhn, Loeb and Company) 
and of the question of the “750 annual charge”. I explained that our 
information had not come from the British Foreign Office or from 
our Embassy in London; I stated that it had come to us in confidence 
from a source which, as I had stated, I would not disclose; and that 
I was giving it to Mr. Lamont in confidence and for his confidential 
information; I mentioned the fact that he himself had mentioned 
to me the matter of the one bank (by name) and the matter of the 
service charge which the Groups had been paying to the Hong Kong 
and Shanghai Bank over a period of many years. I said that there 
are two points which we here especially noted in the information 

* Signed at New York, October 15, 1920, by British, French, Japanese, and 
American banking groups, Foreign Relations, 1920, vol. 1, p. 576.
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given us, namely, first, the mention of an “announced intention of the 

American Group to withdraw” and, second, the statement that the 

Department of State’s attitude was represented as being “mildly 
opposed to the withdrawal of the American Group.” | 

Mr. Lamont then went on in a milder and thoroughly friendly tone 
to the effect that there has been no announcement of an intention on 
the part of the American Group to withdraw; he said that after his 
return from Florida last Monday he had telephoned to London; that 
he had said that the American Group was considering withdrawing ; 
that he had indicated—in line with the exchange of views which had 
taken place between himself and me on January 13—that the Ameri- 
can Group perceived no reason why it should continue to pay a fee to 
the Hong Kong and Shanghai Bank on the theory of services rendered 
when no services were any longer being rendered; and that he had 
stated that, in fairness to all concerned, he should let his London asso- 
ciates know that the American Government looked with disfavor—he 

: said that he had not said “mildly opposed”—upon the idea of a with- 
drawal by the American Group. I said that I was very glad to have 
this authoritative account, and I thanked Mr. Lamont for his cour- 
tesy in giving me it. Mr. Lamont went on to say that the matter was 
still under consideration on the part of the members of the American 
Group and that a meeting would be held by them on Monday next at 
which it would be further considered. I said that I was very glad 
that I had taken occasion to give him the information which had come 

. to us and that he had given me the information conveyed in his 

| statement. 
Comment: Putting one, two and three together, I derive the im- : 

pression that Mr. Lamont is not unwilling to continue the member- 
ship of the American Group in the Consortium; that Mr. Lamont has 
informed the British Group that the American Group expects to 
discontinue payment of the fee to the Hong Kong and Shanghai 
Bank; that the “city source” from which the information given our 
Embassy in London originated gave the Embassy a somewhat dis- 
torted account; that if the British really are anxious to have the Con- 
sortium remain in existence and to have the American Group not 
withdraw, they will probably “take” the discontinuance of payments 
to the Hong Kong and Shanghai Bank by the American Group; and 
that, with a little official urging on our part, which can be done in- 
formally, the American Group will be willing to let the matter rest 
there, the Consortium continuing in existence and the American mem- 
bership therein continuing. I do feel, however, that we should give 
a little further indication of a hope on the Department’s part that 
no action will be taken at this time toward dissolution of the Con- 
sortium or termination of the American Group’s membership therein. 

Stantey K. Hornpeck
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893.51/6809 

Memorandum of Conversation, by the Adviser on Political Relations 
(Hornbeck) | 

[ WasHineton,| January 21, 1939. 

Reference, my memorandum of conversation with Mr. Lamont of 

January 20. , 
Having taken up with the Under Secretary, Mr. Welles, the matters 

covered in my memorandum of January 20, and under instruction from 
Mr. Welles, I asked for Mr. Lamont on the telephone. Mr. Lamont | 
was away from his office and I spoke with Mr. Arthur Anderson. 

I inquired whether Mr. Anderson was familiar with the recent 
developments and recent communications on the subject of the China 
Consortium. Mr. Anderson replied that he was. I then referred to 
the conversation held between Mr. Lamont and myself yesterday and 
said that I had brought the whole matter again to Mr. Welles’ attention 
and that I was prepared to give, under instruction, our official opinion, 
of which I would request that Mr. Anderson inform Mr. Lamont before 
a certain meeting on Monday: our official opinion is that the present 
would be an inopportune moment, an especially inopportune moment, 
for taking steps, which would become a matter more or less of public 
knowledge, toward dissolution of the Consortium or withdrawal of the 
membership of the American Group. I said that I had gained the 
impression from what Mr. Lamont had said yesterday that Mr. Lamont 
and others who have been especially interested, in the American Group, 
were not so especially intent upon dissolution of the Consortium or 
withdrawal of the American Group as upon effecting certain changes 
in the procedural arrangements between the member Groups. 
Mr. Anderson replied that he regretted Mr. Lamont’s absence; he 

would impart to Mr. Lamont early on Monday morning the message 
which I had given him; and it was a fact that the members of the 
American Group had become tired of paying fees when no business was 
being done and no services rendered. 

I called attention to the fact that the information which I had given 
Mr. Lamont had been given confidentially and for his confidential 
information, and I expressed the hope that the conversations which 
we had had would be helpful toward the conservation of the interests 
of all concerned. Mr. Anderson thanked me and repeated the assur- 
ance that he would inform Mr. Lamont before the meeting on Monday. 

STANLEY K. Horneeck
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893.51/6810 

Memorandum of Conversation, by the Adviser on Political Relations 

(Hornbeck) 

| [WasHineton,]| January 23, 1939. 

Mr. Lamont called me on the telephone from New York. 

The long and the short of the somewhat extended conversation was: 

Mr. Lamont made clear that the committee which acts for the American 

Group in the China Consortium no longer wishes to pay the annual 

fee of £750 to the Hong Kong and Shanghai Bank, of which mention 

has been made in previous conversations (see memoranda ™), but the 

committee is willing to revert to the annual fee of £25 paid in connec- 

tion with services rendered in relation to the Hukuang bonds; and I. 

assured Mr. Lamont that so far as I could perceive there could be no 

suggestion of any objection here to a notification by the committee to 

the Hong Kong and Shanghai Bank to that effect. | 

Srantey K. Hornpeck 

| 898.51/6811 

Memorandum of Conversation, by the Adviser on Political Relations 

(Hornbeck) | 

[WasHineton,| January 25, 1939. 

Mr. Lamont called me on the telephone from New York and asked 
whether he might read to me the text of a telegram which the respon- 
sible committee of the American Group in the China Consortium had 
prepared and were contemplating sending to London. Mr. Lamont 

then read a somewhat lengthy text of six numbered paragraphs. The 
_ long and the short of the statement was that the committee were stat- 

ing that the American Group will continue its membership in the Con- 
sortium, until further notice, and gives notification, with reasons, of 
its unwillingness to continue payment of the annual fee of £750 to the 
Hong Kong and Shanghai Bank (see previous memoranda). Mr. 
Lamont said that he would welcome any comments which I might feel 
moved to make. I said that there was nothing in what I had heard 
which would seem to me to call for any adverse or destructive criti- 
cism; that I thought that the position taken by the committee was 
fully warranted; and that the only suggestion which I felt moved to 
make was that the statement of reasons might perhaps to advantage 

be made more brief. Mr. Lamont replied that the committee felt 
that the “people over there” seemed to have difficulty in understanding 

the American Group’s position, that the committee wanted to have 

* Supra.
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everything on a friendly basis, etc.; and that he would give considera- 
tion to the suggestion which I had offered. I ventured the opinion 
that the “people over there” might perhaps be understanding better 
than they admitted. Mr. Lamont expressed concurrence in that view. 

Stantey K. Hornsecx 

893.51/6829 CB 

The British Embassy to the Department of State — 

Arr-MemMore 

His Majesty’s Government have been informed by the British Bank- 
ing Group on the China Consortium that the American Group have 
asked to be released from their China consortium obligations and have 
also asked that the twelve months’ notice should be waived. This pro- 
posal is put forward by the American Group for technical reasons 
but the State Department is aware from the exchange of notes in. 
1937 27 that His Majesty’s Government felt that the consortium in 
its present form should be dissolved and replaced by some broader 
form of international cooperation acceptable to the Chinese Govern- | 
ment and appropriate to existing conditions. Hostilities in China 
have, however, altered the situation since the exchange of notes in 
1937 and it would not be possible, so long as hostilities continue, to 
bring into being a new instrument to replace the consortium. Two 
alternatives are now possible: (@) the existing arrangement might _ | 
be allowed to continue for the present on the grounds that the dissolu- 
tion of the consortium now would make more difficult its reconstruc- | 
tion on a broader basis at a later stage with the support of the Chinese 
Government; (6) the alternative would be that the British and Amer- 
ican Groups should jointly propose the immediate dissolution of the 
consortium and the waiver of the twelve months’ notice; in favour of 
this alternative it might be argued that it is unlikely that the good- 
will of the Chinese Government could be obtained for any revision of 
the existing arrangement and it is therefore advisable to clear away 
the existing arrangement before attempting to negotiate a fresh 
combination. | 
Whichever alternative is adopted it is clearly desirable that His 

Majesty’s Government and United States Government should act in 
concert and that the American Group should not be released while 
the other groups are still bound by the consortium agreement. 

His Majesty’s Government would be glad to know in the light of 
the above considerations which of the two alternative policies the 
United States Government think it desirable to adopt. If they are 
in favour of dissolving the consortium now His Majesty’s Government 

77 For the Department’s attitude, see its telegram No. 82, March 12, 1937, 6 
p. m., Foreign Relations, 1937, vol. Iv, p. 576.
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would agree for their part; and they would propose that the British 

and American Groups should keep in close contact with one another 
in regard to any proposals for new commercial financing in China 

and His Majesty’s Government would be prepared to consider a fresh 
attempt to secure an international arrangement with the Chinese Gov- 
ernment when circumstances permit. 

WasHineton, February 10, 1939. 

898.51/6829 | 
The Department of State to the British Embassy * 

Awer-Mémorrs 

The Department refers to the British Embassy’s aide-mémoire of 

February 10 on the subject of the China Consortium. 
Tt is the understanding of the American Government that the man- 

aging committee of the American Group in the China Consortium in- 

formed the British Group some time ago that it would refrain until 

further notice from expressing on the part of the American Group 

intention of withdrawal from the Consortium, and that, at the same 

time, the said committee explained in detail its reasoning in support 

of a suggestion made by it that certain administrative readjustments 
be made in the financial mechanism prevailing between and among the 
member Groups. 

In the opinion of the American Government, there should be no need 

for discussion at this moment of a possible dissolution of the Con- 

| sortium, and, in the light of the facts as understood by the Department, 

it would seem that further consideration of this question should be 

deferred. 

WasHineTon, February 16, 1939. 

893.51/6945 : Telegram : | 

The Chargé in the United Kingdom (Johnson) to the Secretary 
of State — 

Lonpon, July 24, 1939—5 p. m. 
[Received July 24—1:10 p. m.] 

1054. My 1024, July 19,7 p.m.” The following informal letter has 
been received from the British Treasury. 

“Tt has been suggested to me that it would be right that I should let 
you know that there is nothing in the arrangements for export credit 

8 Notation by the Adviser on Political Relations: “Read to and indorsed by Mr. 

Thomas W. Lamont. SKH II-14-39.” 
nte, p. 686.
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guarantees to China which conflicts with the Consortium Agreement 
since there is no question of any issue for public subscription. It might 
be argued that the agreement is for all practical purposes dead and — 

buried; but as you will see the export credit guarantee arrangements : 
do not raise this particular issue.” 

J OHNSON 

893.51/6981 

Mr. Thomas ‘W. Lamont, of J. P. Morgan & Co., to the Adviser 
on Political Relations (Hornbeck) 

New Yorks, July 31, 1939. 

Dear Dr. Hornseck: Confirming my telephone conversation with 
you today, I attach herewith copy of the memorandum filed a week 

ago with the Hongkong Bank in London, to be submitted to the Head 

Office at Hongkong. I think that probably you and I don’t see quite 

eye to eye on this matter of the dissolution of the Consortium, but 

I don’t see what useful purpose the maintenance of it serves. How- 

ever, we shall see what we shall see. 
Hoping that you will have a fine holiday, I am 

Yours sincerely, T. W. Lamont 

[Enclosure] . 

Memorandum by the Chairman of the American Group, China 

Consortium (Lamont) 

, [New Yors,] 25 July 1939. 

1. The situation of the American Group in the China Consortium 

was radically and completely changed through the passage of the 

Federal Banking Act 1933 * which prohibited American bankers of , 

deposit from issuing or dealing in securities. Inasmuch as the Ameri- 

can Group is made up almost entirely of banks of deposit, one will 

readily see that it is quite impossible (even if conditions in China 

were materially altered for the better) for the Group ever to function 

in the issuance of Chinese securities. For the last five years, there- . 

fore, there has existed no valid reason for the continued existence 

of the American Group for while at the time the Act was enacted, . 

six years ago, and even later, there was some little talk of possible 

modification, now all such prospect has been abandoned. (There 

has seemed to exist in certain London financial quarters the impression 
that the so-called Johnson Act [Intergovernmental Debts] ™ con- 
stituted the obstacle in question. That act, which may be temporary, 

* Approved June 16, 1933; 48 Stat. 162. 
* Brackets appear in the original; for the Johnson Act, approved April 13, 

1934, see 48 Stat. 574.
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has no bearing on the situation. The obstacle is the Banking Act 

_ which is permanent). 

9. In the light of these circumstances and of the situation in China, 

there has been considerable discussion for the last three years be- 

tween the British and the American Groups as to the question of __ 

dissolution of the Consortium. In fact, the British Group manifestly 

anticipated such a dissolution in the execution of the Pukow—Siang- 

yang contract for financing, which contract tied this business up to 

the British Group by the provision that the contract would not be- 

come effective until the present Consortium obligations ceased to be 

| binding upon the British Group. The British Foreign Office in 
point of fact, as our own Department of State informed us a few 
months ago, expressed itself as seeing no reason for the continuance 

of the Consortium. The American Department of State however 

expressed the hope that dissolution might be postponed for the time 
being, and also that the American Group might see its way clear not 
to file notice of withdrawal always provided the responsibilities upon 

- it did not prove too onerous. Asa matter of fact, although there are 
nominally 80 members of the American Group it has been impossible 

oo to levy upon any of them, except the members of the so-called Man- 
aging Committee, the expenses and the fee of the Hongkong & 
Shanghai Banking Corporation. For one reason or another, even 
the members of the Managing Committee have fallen away, so that 

_ they consist now of only three or four institutions, and Messrs. J. P. 
Morgan & Co. (who have acted as clearing house without compensa- 

tion for years for the American Group) are not disposed longer to 
urge upon their associates the payment of a stated fee as it now stands. 

Nor is the Morgan firm disposed to take upon its own shoulders the 
entire onus of such payment. 

8. The amount of this fee, £750, for the American Group, seems on 
its face an inconsiderable matter. Yet under the peculiar circum- 

stances set forth in the foregoing paragraphs the continuance of the 
American Group in the Consortium depends upon some readjustment 

of this fee. In connection with this it may be appropriate to recall 

the fact that up to 1920 the fee charged by the Hongkong & Shanghai 

Banking Corporation for its clearing services in connection with the 
Hukuang Railway Loan (the only issue in which the American 

Group ever participated) was fixed at £25 per annum. Upon 
the reorganization of the Consortium in 1920 the expectation was that 
there would almost at once ensue very considerable activity in the 
functions of the Consortium. In expectation of such activity an 
increase in the annual payment to £750 for each participant was ar- 
ranged. ‘This activity has never been realised. Political conditions 

in China in the almost 20 years following 1920 have gone steadily 
and rapidly from bad to worse and in the minds of the American
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Group there has been for years past no valid reason for the continu- 

ance of this fee at its present level. This observation is made with 

great respect and with full knowledge of the readiness with which 

the Hongkong & Shanghai Banking Corporation would have gladly 

fulfilled any special functions attributed to it. 

4. The American Group has however until recently allowed this 

matter to rest as it was, hoping that there might be some favourable 

development. There has been no such development and in fact now 

the outlook, in the opinion of the American bankers, is rendered 

hopeless for many years not only on account of conditions in China 

but, as has been pointed out in paragraph (1) above, by the com- 

pletely prohibitory laws of the American Government. During the 

term of this last 20 years the American Group has up to within a 

year or two maintained at great expense representation of its own 

in China. Unlike the other three groups of the Consortium the 

American Group has had no local institution that could function and 

the expenses of special representatives, cable exchanges, etc., have, 

since the Consortium was originally reorganised, been a charge upon | 

the American Group of something like $500,000. The other Groups 

have been able, it would appear, to carry on their representation in | 

such a way as to enable the overhead to be largely absorbed in other 

items of expenses. 

5. The American Group, in the light of the circumstances as set 

forth, propose alternative courses of action. The first would be this: 

(a) The dissolution of the Consortium not later than January ist 

1940. As to the fear that in the present state of affairs in the Far 

East such a dissolution and break-up of so-called partnership would 

have an unfortunate repercussion in Japan, the view of the American 

Group is just the opposite. That view is to the effect that politically 

it would be a very good thing for the Japanese Group and the Jap- 

anese Government to realise that under prevailing circumstances the 

Western banking groups prefer no formal association with them. 

While the American banking group realises that the Japanese bankers 

are not responsible for the actions of their Government, nevertheless 

under prevailing conditions the American bankers would prefer to 

dissolve partnership with the Japanese bankers. The alternative 

suggestion is: 
(6) If, for reasons of State, it may be deemed important that for- 

mal dissolution of the Consortium be not undertaken, then the Ameri- 
can Group will be prepared to withhold its own contemplated with- 

drawal upon the understanding that beginning January 1st 1940 the 

fee to be paid by the American Group to the Hongkong & Shanghai 
Banking Corporation should not exceed £200 annually. This sug- 

gestion is made purely out of goodwill and in order to avoid the 

necessity on the part of the American Group to file notice of with- 

drawal. Any suggested rearrangement should also provide that any 

group is permitted to withdraw from the Consortium upon 90 days’ 

notice. 
278040—55——47



734 FOREIGN RELATIONS, 1939, VOLUME II 

6. As to the effect upon the Hongkong & Shanghai Banking Cor- 
poration’s relations with the other groups under any such arrange- 
ment as Just suggested, that is not a matter for the American Group 
to pass upon. The other banking groups are in a position wholly 
different from that of the American Group. Members of the other 
Groups have, as heretofore pointed out, active business relations in 
China which are continuous. The American Group has none with the 
possible exception of one member, the National City Bank, whose 
scope of operation is very limited. An even more radical difference, 
however, rests in the fact that the bankers chiefly composing the 
American Group are now completely estopped from carrying out any 
of the original functions designed for the Consortium. And while 
the amount involved, namely £750 per annum, may seem small, never- 
theless, under existing conditions it is an item sufficient to make some 
readjustment necessary. Naturally, if its nominal membership is 
still desired, the American Group would much prefer to see friendly 
and voluntary readjustment than to give actual notice of withdrawal. 

Respectfully submitted, T[Homas] W. L[amonr] 

893.51/6982 

Memorandum by the Adviser on Political Relations (H. ornbeck) of a 
Conversation With the Counselor of the British Embassy (Mallet) 

[Wasuineton,] August 2, 1939. 
_ Reference, British Embassy’s aide-mémoire of February 10, 1939; 
Department’s aide-mémoire to the British Embassy of February 16, 

| 1989; and letter from Mr. Thomas Lamont to Mr. Hornbeck of J uly 
: 31, 1939. | 

In the light of what is contained in Mr. Lamont’s letter under refer- 
ence above, and after conversation with Mr. Hamilton and authoriza- 
tion by Mr. Welles, I asked Mr. Mallet to see me. 

I reminded Mr. Mallet of the aide-mémoire which he had handed 
me on February 10 and the aide-mémoire which I had handed him in 
reply on February 16 relating to the question of the possible dissolu- 
tion of the China Consortium. I said that the Department would ap- 
preciate having at this time an indication of the British Foreign 
Office’s opinion, without consultation of or reference to the interested 
Banks, whether it would be generally helpful at this time for there to 
take place—and presumably be publicly known to have taken place—a 
dissolution of the China Consortium. I said that when we had the 
Foreign Office’s reply to that question we might wish to propound 
another question. I added that, in the interval, it might be helpful 
for Mr. Mallet to say to the Foreign Office that, as regards our opinion
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here, we do not perceive that at this time dissolution, and public 

knowledge thereof, of the Consortium would be generally helpful. 

Mr. Mallet said that he would make the inquiry at once. 

| I asked Mr. Hamilton to come in and in Mr. Mallet’s presence re- 

viewed the conversation as recorded above. I repeated that we would 

like to have the Foreign Office opinion independently of banking 

opinion. 
Srantey K. HornsBeck 

893.51/6983 

The British Embassy to the Department of State ™ 

While His Majesty’s Government in the United Kingdom are of 

the opinion that dissolution of the China consortium in its existing 

form will be necessary sooner or later, they appreciate that there is 

force in view that existing arrangement might be allowed to continue 

for the present on the ground that immediate dissolution would make 

more difficult the reconstruction of consortium on a broader basis at 

a later stage with support of Chinese Government. 

The important thing is that in view of the effect on Japanese public 

opinion, the non-Japanese groups should act together when the time 

comes, and meanwhile His Majesty’s Government are inclined to the 

view that dissolution of the consortium would not be advantageous. 

893.51/6983 
: 

The Department of State to the British Embassy * 

As the views of our two Governments coincide, that dissolution of 

the China Consortium at this time would not be advantageous or 

generally helpful, it is suggested that the British Foreign Office use 

‘ts influence with the British Group (or the Hong Kong and Shanghai 

Banking Corporation) to the end that a difference of opinion which 

has developed between the American Group and the British Group 

(or the Hong Kong and Shanghai Banking Corporation) over the 

question of the amount of a service fee be adjusted upon a fair and 

reasonable basis and be not permitted to become a possible cause or 

contributory cause leading to a dissolution of the Consortium. 

[Wasutneron,] August 29, 1939. 

2 Handed by the Counselor of the British Embassy to the Adviser on Political 

Relations (Hornbeck) on August 21. 

3 Handed to the Counselor of the British Embassy by the Adviser on Political 

Fe eat (Hornbeck) on August 599 as an informal memorandum of an oral
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893.51/7017 : Telegram . | . 

| The Chargé in the United Kingdom (J ohnson) to the Secretary 
| : of State 

| Lonpon, December 20, 1939. 
[Received December 20—2: 37 p. m.] 

2680. For Hornbeck. Butterworth had occasion to see the Gov- 
ernor of the Bank of England today and he brought up the question | 
of the Chinese Consortium. Montagu N orman has agreed to look | 
into the matter personally and see what can be done. 

| " | J OHNSON 
898.51/7017 : Telegram | 

Lhe Secretary of State to the Chargé in the United Kingdom 
(Johnson) | 

Wasuineton, December 29, 1939—5 p. m. 
1692. Your 2680, December 20. American group informs Horn- 

beck news received of satisfactory settlement. Hornbeck proposes | 
congratulations to Butterworth. | 

: | Hou 

EFFORTS OF CHINA TO SECURE WAR MATERIAL FROM OTHER 
COUNTRIES*® —— | 

894.24/574 | 
The British Embassy to the Department of State 

Aipr-Mémoms 

Reference is made to the final paragraph of the State Department’s 
Aide-Mémoire of the 9th N ovember, 1938 * regarding the steps taken 
by His Majesty’s Government in the United Kingdom towards restrict- 
ing the export of armaments and the supply of credit facilities to 
Japan. 

Out of eight licences issued by His Majesty’s Government, only six 
licences, to a value of £86,787. 10s., have been used for the export of 
war material to Japan since the beginning of hostilities. None of these 
licences were for the export of aircraft. The total value of arms, 
munitions, and naval stores exported from the United Kingdom to 
Japan from 1st July, 1937 » to 3ist October, 1938, including those licenced before the outbreak of hostilities and including sporting arms 
and ammunition, was £129,107. In certain cases firms have been 
Kis William W. Butterworth, Jr., Second Secretary of Embassy in the United ingdom. 

* Continued from Foreign Relations, 1988, vol. Il, pp. 591-626. * Ibid., p. 625.
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discouraged from accepting arms orders from Japan although this 

was not justified by the exigencies of British re-armament. — 

Although no action has been taken to discourage the export of steel 

to Japan, the total quantity of iron and steel exports for the first ten 

months of 1938 was only 6,700 tons, as compared with 39,500 tons in the 

corresponding period of 1937. 

His Majesty’s Government understand that since December, 1937, all 

British financial institutions concerned have been gradually and spon- 

taneously reducing the supply of short-term credit facilities to Japan, 

and there therefore remains no scope for effective action by His Maj- 

esty’s Government in this field. Furthermore, even if all their present 

credit facilities in London were withdrawn, the Japanese could fill the 

gap by the use of their existing sterling resources, which cannot be 

prevented in time of peace. | 

WASHINGTON, January 3, 1939. ) | | 

893.24/522 : Telegram (part air) 

The Chargé in Germany (Gilbert) to the Secretary of State 

| Beruin, January 7, 1939—noon. 

[Received January 9—8: 30 a. m.| 

17. In a call which I made yesterday on the new Chinese Ambassa- 

dor ** he somewhat clarified the statement of the Chargé d’Affaires 

reported in Embassy’s number 700, December 7, noon,™ concerning : 

German munitions shipments to China by saying that while Germany 

was accepting no new orders old orders were still being filled in some- 

what substantial quantities. He added that these shipments were 

customarily proceeding via French Indo-China. 

I told him that I was under the impression that the Chinese Govern- 

nent had delayed his departure for Berlin and had indeed hesitated 

sending him in view of the withdrawal of the German “military mis- 

sion” and the continued absence from his post of the German Ambassa- 

dor to China. He confirmed that such was the case but that it had been 

finally decided that he come. 

Aside from the value of Berlin as a political observation post it was 

thought he might be able to obtain further munitions and it was 

hoped an opportunity might occur to take advantage of the desire 

which still exists among German businessmen for commercial relation 

with China and also in a more general way of the rather prevalent 

favorable attitude toward China on the part of the German people. 

Incidentally von Schmieden, Chief of the Far Eastern Division of 

** Chen Chieh. 
*% Not printed.
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the Foreign Office, conversations with whom I reported with some fre- 
quency last year, appears to be on some kind of an extended leave from 
the Foreign Office. I am inclined to believe that this is due to his 
being out of favor with Ribbentrop ” inasmuch as from my personal 

, relations with him of some standing I discern that he is not fully in 
sympathy with the Foreign Minister’s Far Eastern policy. 

| GILBERT 

893.154 /245 

Memorandum by the Ambassador to China (Johnson), Temporarily 
| in the United States ® 

[Wasuineton,] January 20, 1939. 
In the conclusions set forth on pages 9 to 12 of the attached re- 

port * there occur the following sentences in reference to the road to 
Burma: 

| 
“That it can and will be completed to this point in time to be of any _ Teal value during the present conflict is open to grave doubt.” 
“The volume of war material which can be transported over this route and the overhead incident thereto is a matter of simple arith- metic which can easily be computed from the basic statistics of mileage and gasoline consumption of our trip alone—and the result is not encouraging.” | 

By way of comment I desire to say that these statements result 
obviously from a consideration of the length of the road, statistics 
which we compiled regarding our own consumption of gasoline and 
the numerous difficulties obviously to be overcome in putting the road 
into condition for the handling of the amount of heavy traffic necessary 
to move large quantities of goods in trucks. The present conflict, in 
my opinion and in the opinion I am sure of Major McHugh, is going 
to last for a considerable period of time and we did not intend by these 
statements to convey the idea that the road would be of no service 
whatever in assisting the Chinese in their resistance. It is our feeling 
that the road will be of considerable assistance; that this assistance 
will increase as time goes on and as effort is made to improve the con- 
dition of the road and to supply it with the necessary equipment to 
handle traffic overit. Neither McHugh nor I wish to leave any doubts 
in the minds of anyone as to the difficulties involved. 

N[etson] T. J[ounson] 

*® Joachim von Ribbentrop, German Minister for Foreign Affairs. “ Transmitted to President Roosevelt and to the Embassy in Japan. “ Memorandum on “the Burma Road”, dated December 31, 1938, by the Assist- ant Naval Attaché in China (McHugh), who accompanied the Ambassador from Chungking to Burma ; not printed.
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845C.79698/1 : Telegram 
. 

The Chargé in China (Peck) to the Secretary of State 

Cuuncrine, February 2, 1939—2 p. m. 

[Received 8:37 p. m.] 

69. 1. Embassy is informed that British authorities have granted 

China National Aviation Corporation exclusive right to establish serv- 

ice between China (Kunming) and Rangoon. Representative of 

China National Aviation Corporation is leaving Chungking for Kun- 

ming today to meet a representative of Imperial Airways to arrange | 

details and plan an exploratory flight to Rangoon which is expected | 

after a few days. 

9. French authorities have granted permission to China National 

Aviation Corporation to establish direct service between Chungking 

and Hanoi, French: Indo-China. Service expected to start as soon 

as details are arranged with Air France. (At present Eurasia main- 

tains Chungking—Hanoi service via Kunming.) - 

3. Embassy is confidentially informed that Chinese Government 

may ask China National Aviation Corporation to establish service 

between Szechuan and Hami, Sinkiang. Company is at present short 

of equipment but has ordered two Douglas DC-3’s and hopes for early 

delivery. 

4. Repeated to Peiping, Hong Kong, Shanghai, Kunming, Ran- 

goon, Saigon. , | 
Prck 

_ 

893.77/3194 : Telegram 

The Chargé in China (Peck) to the Secretary of State 

CHuncKine, February 8, 1939—noon. 

[Received February 8—11: 45 a. m. | 

84. The Embassy learns from a reliable source that when the man- 

aging director of the Indo-China-Yunnan Railway visited Chungking 

a few weeks ago he assured officials of the National Government that 

the present annual inward transportation capacity of the railroad in 

question is 120,000 tons but declared that arrangements had been made 

for the purchase of additional cars and locomotives in Europe which 

would result in the shipping of the line being increased by 30 to 40 

percent within a period of from 3 to 6 months. The Embassy is also 

reliably informed that restrictions on the shipments of goods through 

French Indo-China to China have been relaxed to some extent, 

although it appears that little if any arms and munitions are being 

shipped on this railway at present. 

The recent session of the Central Executive Committee is reported 

to have passed resolutions for improvement of the trucking service
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between Yunnanfu and Chungking. In addition to the purchase of 
trucks in the United States and Indo-China it is reported that steps 

| are to be taken to install service stations and repair shops, inaugurate 
a driving school for chauffeurs, and institute a system of highway 
policing to curb reckless driving, et cetera. Another factor—the 
opening of a new highway from Chungking to Kunming via Luchow 
(on the Yangtze River about 200 kilometers west of Chungking) in 
March of this year—will not only shorten the distance between the 
two cities by 20% but will relieve congestion of the Kweiyang Road. 

In addition to the Southwest Transportation Company, a National 
Government organ under the control of T. L. Soong, which is reported 
to be operating about 500 trucks between Chungking and Yunnanfu, 
and exclusive of the Military Affairs Commission which possesses sev- 
eral thousand trucks, it is learned that the Asiatic Petroleum Company 
and the Standard-Vacuum Oil Company are entering this field in an 
experimental capacity, the former company with seventeen and the 
latter with six, 214 ton trucks for the shipment of petroleum products 
from Yunnan to Szechuan. If this experiment proves profitable 

. these firms are prepared it is stated greatly to expand the inward 
service as well as to aid in the outward shipment of local export 
products. | 
Repeated to Peiping. 

| Prck 

893.24/537 : Telegram 

Lhe Chargé in China (Peck) to the Secretary of State 

Cuunaxine, February 18, 1939—10 a. m. 
[Received February 18—7: 80 a. m.] 

117. Reference paragraph 1 Embassy’s No. 84, February 8, noon. 
The Embassy is informed by a representative of a French munition 
firm who is now in Chungking that shipments of munitions and arms 
including guns up to a caliber in 4 inch, all presumably from France, 
are being imported into China via French Indo-China. According to 
his statement, shipment is made by truck from Haiphong to Langson 
on the border and thence into Kwangsi. He stated that these arms 
and munitions were originally packed in large cases for shipment 
by rail but that since the French authorities restricted arms shipments 
on the Yunnan Railway it has become necessary to repack them for 
motor transport. 

The informant also stated it to be his opinion that representations 
on the part of the United States Government to the French Govern- 
ment would have a very salutary effect in relaxing various restrictive
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measures said to be imposed at present on the transshipment of Ameri- 

can and other non-F rench goods through Indo-China. 

Repeated to Peiping. | 

| PECK 

898.24/589 : Telegram 

The Ambassador in France (Bullitt) to the Secretary of State 

Paris, February 22, 1939—midnight. 

a [Received February 23—8: 45 a. m. | 

341. Mandel, Minister of Colonies, stated to me last night that at 

the present time there were no restrictions whatsoever on shipments of 

any sort over the railroad through Indo-China. 
Butuitr 

711.00111 Armament Control/2099 

Memorandum of Conversation, by the Chief of the Division of 

Controls (Green) | 

| [WasHineton,] March 1, 1939. 

Mr. Tswen-ling Tsui, First Secretary of the Chinese Embassy, called 

at my office this morning. He said that he had been directed by his | 

Ambassador to call on me and to communicate to me informally a re- 

port which the Embassy had just received from responsible sources in 

China. The report which he gave me repeated almost verbatim the 

| United Press despatch of February 25 from Tokyo in regard to the 

alleged employment by the Japanese of a corps of American aircraft 

engineers. | 

I told Mr. Tsui that it was my impression that the report was 

greatly exaggerated. I said that he was aware of the fact that 

American manufacturers of airplanes had ceased within the last six 

or eight months to sell planes to Japan. I pointed out that there 

were, however, contracts entered into before June 1938 by which 

American manufacturers obligated themselves to sell planes to the 

Japanese Government or Japanese interests, and that some shipments 

under these contracts had recently been made. I explained that it 

was customary when planes were sold abroad for the manufacturer to 

send to the purchasing country mechanics to assemble the planes and, 

in some cases, to give some instruction in their operation. I added 

that I thought that the basis of the report of which he spoke was the 

presence in Japan of mechanics representing American companies 

which had shipped planes to Japan in recent months.
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Mr. Tsui thanked me for my explanation. It was obvious, how- 
ever, that he was not satisfied with it. He said that he thought it 
possible that, in addition to the mechanics of which I had spoken, 
there had been recently employed by the Japanese American engineers 
who were brought to that country for the purpose of superintending 
the manufacture of American types of planes to be manufactured 
under license. | | 

I said that it was possible that American engineers might now be 
in Japan for the purpose which he had indicated, but that I had no 
detailed information in regard to the provisions of contracts which 
American companies might have made with Japan in connection with 
the manufacture of planes of American types in that country. 

| | JoserH C. GREEN 

893.24/545 

I'he Consul at Rangoon (Brady) to the Secretary of State 

[Extract] 

No. 157 | Raneoon, March 2, 1939. 
| [Received March 25. ] 

| Siz: I have the honor to report that, according to information re- 
ceived here by American oil interests, about 60 percent of the petro- 
leum products obtained by China in the United States under a recent 
credit, which is understood to be part of the credit of $25,000,000 
granted in December by the Export-Import Bank to the Universal 
Trading Corporation of New York City, will be delivered at Rangoon 
for shipment through Burma and over the new highway in Yunnan. 
The remaining 40 percent will go to Haiphong, Indochina, for trans- 
portation over the French railway to Yunnanfu, in the event that 
railway remains open and the French place no restriction on the ship- 
ment of such supplies to the Chinese Government. 

It is said that the information received here indicates that the ex- 
ports from the United States will amount to 45,000,000 gallons of 
gasoline, 2,000,000 gallons of aviation gasoline, and 72,000 tons of 
Diesel oil, and will have an export value of several million dollars, 

Official advice of the purchase by China in the United States of 
petroleum products, and of intended shipments to Rangoon, has been 
received by T. K. Tseng, Vice Minister for Foreign Affairs of the 
Republic of China, now in this city, from Dr. H. H. Kung, the Chinese 
Minister of Finance. 

Respectfully yours, Austin C. Brapy
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701.5193/34: Telegram | . 

The Chargé in China (Peck) to the Secretary of State | 

Cuuncxine, March 11, 1939—11 a. m. 

[Received March 11—7 : 30 a. m.] 

168. The new French Ambassador to China, Henri Cosme, who is 

understood to have served as Counselor and Chargé d’Affaires at 

Peiping from 1928 to 1930 and more recently as Chief of the Asiatic 

Section of the French Foreign Office, presented his credentials to the 

Chinese Government in Chungking on March 10 and has so notified 

me. The Chinese press utilized to [thes ?] occasion to urge closer 

Sino-French cooperation in the defense [of] their joint interests in 

the Far East and more specifically asked for parallel action on the 

part of France with the United States and Great Britain [in] facil- 

ties for transport of munitions through Indo-China, and French eco- 

nomic aid in the development of the southwest. 

It is gathered that the appointment of Monsieur Cosme is welcomed 

in Chinese official circles as it is felt that he is sympathetic to the 

Chinese cause. He has informed me that he has been instructed to be 

in constant readiness to travel whenever his duties may require but 

that his headquarters will be in Shanghai where he will give personal 

- supervision to the affairs of the French Concession which he deems his 

most important mission at present. He remarked that although the 

Chinese have hitherto strongly objected. to the foreign Concessions, 

they now realize that Chinese interests are involved in the preserva- 

tion of the Concessions. He inquired whether the American Ambas- 

sador would return to and remain in Chungking and I replied in the 

affirmative. He said he understood the Soviet Ambassador was the 

only other ambassador intending to do this. 

Repeated to Peiping. 
PrEcK 

893.796/262 ; Telegram 

‘The Chargé in China (Peck) to the Secretary of State 

Cuunexine, March 18, 1939—10 a. m. 

[Received March 18—8: 48 a. m. | 

189. Reference my 172, March 18, 3 p. m.® Kung, Minister of 

Finance, on March 17, 6 p. m., informed me that through K. P. Chen * 

he has been endeavoring to obtain assistance from the American Com- 

mercial Credit for the purchase of four airplanes that are badly needed 

by the China National Aviation Corporation. He said that Chen 

“ Not printed. 
Chairman, Foreign Trade Commission, Chinese Ministry of Finance, on 

mission in the United States.
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reported that the American authorities concerned state that the credit 
cannot be used for this purpose because airplanes are regarded as 
munitions of war and that especially because of excitement over the 
sale of military planes to France it would be difficult to assist in financ- 
ing the sale of these planesto China, __ 
Kung asserted that the China National Aviation Corporation would 

utilize the four planes for the forces of commercial purposes and he 
wondered why they should be regarded as war materials. He pointed 
out that the corporation is a joint American-Chinese enterprise and he urged that it is highly desirable from the American standpoint as 
well as the Chinese that the corporation shall utilize the opportunity 
for the expansion of its business that has been opened to it. Conse- 
quently he earnestly hoped that the Department would explore the possibility of assisting the Chinese Government to obtain financial assistance for Government from the credit established by the Export- Import Bank in effecting the purchase of these much needed com- 
mercial airplanes. 

I told Kung that I had not heard of his negotiations but that I 
supposed a difficulty arose from the fact that the Executive Order “ listing those articles for which export permits are not [now?] required 
as munitions of war included in this category all types of airplanes. 
I said I would nevertheless refer his request to the Department, It 
is reliably reported that the corporation is unable with the planes it | now possesses to handle the freight, mail and passenger business 
falling to its share and that additional planes could be employed with 
profit to the corporation and with great advantage to the public. The 
prominence given to American initiative and management in this 
corporation needs no emphasis. The corporation’s close competitor 
for business is the Chinese Eurasia Aviation Corporation. The | former now holds franchises to operate to Hong Kong, Indochina and Burma. While it is evident that there are other important consider- 
ations bearing on the question of the desired credit, I venture the opinion that American prestige and American interests in general derive considerable benefit from the service rendered by the American 
enterprise and that on this account it merits continued support. 

Repeated to Peiping. 

PEcK 

893.796/262 : Telegram 
Lhe Acting Secretary of State to the Chargé in China (Peck) 

WasHinoton, March 21, 1989—7 p. m. 
51, Your No. 189, March 18, 10 a.m. The Export-Import Bank has made it a matter of definite and public record that it will not 

“ See Presidential Proclamation of May 1, 1987; 50 Stat. 1834.
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permit the use of any portion of the 25 million dollar credit extended 

to the Universal Trading Corporation to facilitate the exportation 

of arms, ammunition, or implements of war, as defined in the Presi-_ 

dent’s Proclamation of May 1, 1937. Among the articles listed in | 

that Proclamation are airplanes of all types without reference to 

the use for which they may be intended. 

If the Chinese Government should make financial arrangements 

other than those suggested and purchase the desired equipment in 

the United States, the Department would, unless unforeseen circum- 

stances should supervene, be prepared upon application to issue 

promptly licenses authorizing the export to China of the equipment 

under discussion. 
Repeated to Peiping. | 

| | WELLES 

893.248/110 : Telegram 

The Chargé in China (Peck) to the Secretary of State 

[Extracts] 

Cuunexine, March 28, 1939—noon. : 

[Received March 28—11:45 a. m.] 

918. McHugh reports that Dr. Kung signed a contract on March 

| 95 with Al Patterson“ and Le Lewis“ under the loan agreement 

reported in my telegram No. 152, March 3, noon,* for the purchase 

of the following airplanes: 50 single seat and 4 dual control Seversky 

pursuits, 25 Chance Vought navy dive bombers and the following © 

training planes: 50 Ryan primary, 20 of the same make advanced | 

pursuit, 50 North American basic. The total order which quotes the 

planes complete with instruments and armament plus 20% of their 

value in spare parts aggregates $8,800,000 United States currency. 

The final terms are understood to be one-fourth cash and the balance 

in equal installments over a period of 30 months with simple interest 

at 6% secured only by bearer notes signed by Dr. Kung. Delivery 

is to commence f. o. b. at factory within 2 months of date of signing 

of contract and to be completed in 814 months. 

Repeated to Peiping for the information of the Naval Attaché; to 

Shanghai for the Commander-in-Chief of the Asiatic Fleet, and to 

Hong Kong. 
| PECK 

“50 Stat. 1834. 
“Capt. Allen L. Patterson, of China Airmotive Co., New York. 

“Ty, A. Lewis, of China Airmotive Co., New York. 
* Not printed.
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893.24/548: Telegram | | 

The Chargé in China (Peck) to the Secretary of State 

Cuunexine, March 30, 1939—1 p. m. 
| [Received March 80—11: 30 a. m.] 

227. Reference Embassy’s telegram 216, March 28, 10 a.m.” The 
| Embassy learns from an informed Chinese source that Sun Fo’s™ 

mission to Moscow is to plead with Stalin ™ with whom he is on good 
terms for the granting of additional Russian support to China in the — 
form of arms and munitions, and especially military aircraft the 
maintenance of the average number of which the Chinese authorities 
hope to increase from a present total of 200 to 500 available planes. 

| The same source [apparent omission] Sun is [to?] proceed in about 
2 weeks to Paris and London for discussions along similar lines with 
French and British officials. | 

Repeated to Peiping. | 
| PrEck 

893.24/558 | 
Lhe Ambassador in France (Bullitt) to the Secretary of State | 

No. 4092 Paris, April 4, 1939. 
[Received April 17.] 

Sir: I have the honor to reply to the Department’s instruction no. 
1351 of March 6, 1939, enclosing a paraphrase of telegram no. 64 of 
February 24, 9 a. m., from the American Consul General at Hong 

| Kong,” concerning certain developments in French Indo-China, re- 
ported to him by the American Consul at Saigon on February 14. The 
Embassy has also received a copy of a letter of February 28, 1939, from 
Consul Flood at Saigon to the Consul General at Hong Kong, con- 
taining the text of a message regarding the same developments which 
he requested be radioed to the Department. These reports of Febru- 
ary 14 and of February 28 from the Consul at Saigon, dealing pri- 
marily with the question of supply to China through French Indo- 
China from abroad, convey the impression that French policy has 
hindered rather than helped the Chinese to supply their wants, vital 
to the conduct of the war, from French and other foreign sources. 

As observed from Paris, it has appeared that, although French sym- 
pathies have been almost entirely on China’s side, the French Govern- 
ment has from the beginning of the war been chary of giving the 

“Not printed. 
~ President of the Chinese Legislative Yuan. 

Unin sit V. Stalin, Secretary General of the Communist Party in the Soviet 

= Neither printed. 
® See telegram No. Tt, March 3, 10 a. m., from the Consul General at Hong 

Kong, p. 145.
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Chinese Government support and assistance. To what extent this 

policy of caution has been dictated by fear of Japanese retaliation 

against French trade and other interests in the Far East, or of aggres- 

sion on France’s possessions there, it is difficult to estimate. Cer- 

tainly the Japanese have not missed many opportunities to stimulate 

the belief that any important form of assistance, such as the supply of : 

arms, would provoke serious reprisals. Moreover, the French Govern- 

ment has been unwilling to permit arms exportation, as they are 

needed for this country’s defense. | 
French financial aid to China has been insignificant. The Chinese 

have been unable to obtain a loan from the French Government, and 
have not attempted to float one in the money market. While one or 
more French banks have participated in the financing of the Dong 
Dang-Nanning railroad, the amount of credit secured for purchases 

here has been inconsiderable. 
Thus the question of help given, or harm done by France to warring 

China reduces itself principally to the question of facilities for, or 

hindrances on the shipment of goods to China through French Indo- 

China. | 
This traffic was regulated by a decree of August 1937 of the Blum 

Government, which prohibited the shipment through Indo-China of 
munitions of war, and a number of other articles susceptible to mili- 
tary use, like airplanes, not ordered prior to the issuance of the decree. 

_ As long as Monsieur Delbos, or his successor, Monsieur Paul-Boncour, 
was Foreign Minister the decree was applied in a manner favorable to 
the Chinese, but under the Daladier Government with Monsieur Bon- 
net as Foreign Minister, the control became very rigid, and remained 

SO. 
A few months ago we were told by a colleague in the Far Hastern 

Division of the Ministry of Foreign Affairs that the 1937 decree was 
being strictly enforced, and that as orders placed prior to August 1937 
had been almost completed, very little in the way of munitions was 
passing through Indo-China. His statement was confirmed by the 
Assistant Military Attaché of the Chinese Embassy. 

On February 6 of this year a counselor of the Chinese Embassy in- 

formed us that the French were still making difficulties for his Gov- 

ernment in procurement of war supplies. He said that as the result 

of a dispute between the Governor of Yunnan and French merchants 
in Indo-China over whether the official or market rate of exchange 
was to be used in transfers of funds from Chinese dollars to Indo- 
Chinese piastres, the French succeeded in getting the Governor Gen- 
eral of Indo-China, who ordinarily favors Chinese interests, to impose 
in retaliation a 8 percent ad valorem transit tax on goods passing 
through Indo-China en route to China. In consequence, considerable 
merchandise has been held up in Indo-China, and the bulk of importa-
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tion has been shifted to the Rangoon—Mandalay-Yunnanfu route. 
This shift has been encouraged by the removal of a number of dis- 
criminations on importations into Burma against non-British ships 
and goods, so that now ships and goods of all nationalities destined for 
China enter Rangoon on a basis of equality with British. | 

He went on to say that protest against the French 3 percent transit 
tax has been lodged in Paris, but the Minister of Colonies professes 
himself powerless to overrule the decision of the Governor General. 

At that time General Yang Che, Chinese Ambassador to the Soviet 
Union, had been living in Paris in strictest seclusion for the past three | 
months for the purpose of buying armaments. The French, we were 
told, would sell him nothing, but he had purchased rifles and field 
pieces, mostly of obsolete pattern, from Belgium, Switzerland, Lithu- 
ania, Germany, and Czechoslovakia. These arms were shipped from 
northern European ports as the French Government would not per- 

, mit their shipment through Marseille, which would have been cheaper 
and more expeditious. | 

| But the Japanese occupation of Hainan ™ instead of intimidating 
| the French into shutting down further on the Chinese supply line 

through the Indo-Chinese Protectorate was followed by a change of 
_ policy to China’s benefit. In consequence General Yang was soon 

able to inform Ambassador Bullitt personally that he was entirely 
satisfied with the treatment his Government was receiving from the 
French. | 

On March 6 the Chinese Ambassador to France informed Ambassa- 
dor Bullitt that the French Government would henceforth regulate 
transit shipments through Indo-China in accordance with Chapter 
One of the Geneva Convention of 1925 on control of international trade 
in arms and munitions® rather than the 1937 decree. (Embassy’s 
telegram no. 415 of March 6, 8 p. m.*) That this has in effect been 
done has been lately told us by a secretary of the Chinese Embassy. 
He stated that the change now permits transit shipments of anything 
susceptible to peace time use, such as motor trucks, civil airplanes, raw 
materials, and machinery, even that used in munitions factories. 

The same informant stated also that while the French professed 
inability to place an embargo on the export of war materials from 
Indo-China to Japan, as urged by the Chinese Ambassador here, they 
had agreed to subject their exportation to prolonged delay. The 
Chinese Secretary said that the “war materials” involved were prin- 
cipally iron and copper ores and coal, and that eighty to ninety per- 
cent of the export of these commodities from Indo-China went to 
Japan. He personally was convinced that the delay which would be 

“ See pp. 108 ff. 
* Signed June 17, 1925, Foreign Relations, 1925, vol. 1, p. 61. 
* Not printed.
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Imposed on their shipment would be almost as troublesome to Japan as 
an embargo. 
The two reports of Consul Flood, referred to in the first paragraph 

of the present despatch, were written prior to the taking of Hainan. 
The information they conveyed ismore in harmony with French policy 
as noted by this Embassy in the pre-Hainan period. As that policy 
has changed, Mr. Flood doubtless has now quite different facts to 

report. | 

With respect to the progress of work on the Dong Dang—Nanning 
railroad, I have been informed by a British friend who has just re- 
turned from those parts that work is going ahead steadily. Accord- 
ing to their contract, the French, he said, are covering the cost of 
materials, freight thereon, and bridge construction; the Chinese are 
providing the labor and paying the cost of other (than bridge) con- 
struction. 

Officials in the Far Eastern Division of the Ministry of Foreign 
Affairs confirm the above statement that building of the railroad has 
not been stopped. In reply to the specific inquiry as to whether work 
on the bridges had been interrupted, they stated that while they could 
not positively affirm that it had not, the Foreign Office had no informa- 
tion of an interruption or a withdrawal of the European construction 
staff. They thought that the line would be completed and in opera- 
tion sometime this year. | 7 | 

Respectfully yours, For the Ambassador : 
| Epwin C. Wiison 

Counselor of Embassy 

711.00111 Armament Control/2157 | 

The Ambassador in Japan (Grew) to the Secretary of State 

No. 3824 Toxyo, April 12, 1939. 
[Received May 2. | 

Siz: I have the honor to refer to the Department’s instruction 
no. 1678, under date of March 10, 1939, enclosing a copy of a mem- 
orandum of a conversation * between the Chief of the Division of 
Controls and Mr. ‘Tswen-ling Tsui, First Secretary of the Chinese 
Embassy, in regard to a report that a corps of American aircraft 
engineers has recently been employed in Japan in connection with the 
proposed manufacture of airplanes of American types, and requesting 
that the Embassy transmit to the Department any information it 
might have or might be able discreetly to obtain in regard to this 
matter. 

* Not printed. 
® Dated March 1, p. 741. 

278040—55_—48
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According to information furnished by the Naval Attaché of this 

Embassy, the newspaper account in question is highly exaggerated. 

It is known that five American aircraft engineers, one from the Lock- 

heed Aircraft Corporation, one from the Douglas Aircraft Corpora- 

tion, and three from the Wright Aeronautical Corporation have been 

employed in Japanese aircraft factories in recent months. It is 
understood that these engineers have been engaged in teaching to © 

Japanese aircraft engineers “line production methods in the manu- 

facture of planes and engines of American-type produced in Japan 

under American licences granted to Japanese aircraft companies prior 

to June 1938. So far as we have been able to determine several 

of these individuals have been on leave status from their respective 

companies during the contract period of their employment in Japan, 

and four of the five are scheduled to return to the United States before 

the end of April. There is the possibility, of course, that other 

American aircraft engineers without American connections are at 

present employed in Japanese aircraft factories, but neither the Em- 

bassy nor the office of the Naval Attaché has been able to obtain any 

information which indicates that such is in fact the case. 
There is enclosed for the strictly confidential information of the 

| Department a report dated February 13, 1939," on this subject from 

the Naval Attaché of the Embassy to the Navy Department. 

| Respectfully yours, JosEPH C. Grew 

893.24/556 : Telegram 

The Chargé in China (Peck) to the Secretary of State 

Cuunexinea, April 13, 1939—10 a. m. 
[Received 10: 35 a. m.| 

257. Embassy’s No. 215, March 28,9 a.m. During a conversation 

with Minister of Finance Kung on April 11 he referred to an earlier 

inquiry from me and volunteered following information about the 

German-Chinese negotiations relating to a barter arrangement: ac- 

cording to his recollection, negotiations began in 1934 and were con- 

cluded in 1936 resulting in the German Government granting the 

Chinese Government a revolving fund credit of 100,000,000 marks 

for the purchase of German goods including munitions. China was 
given a list of Chinese products desired by the German Government 
and all shipments were to be used to offset purchases made under the 
credit. China has placed orders aggregating 380,000,000 marks in 
value but some orders such as those for naval supplies were cancelled 

after the opening of the present hostilities. 

*° Not printed. 
® Ante, p. 661.
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A balance of about 12 million marks still remains in the credit 

and although for various reasons China has been slow in supplying 

commodities desired by Germany such as vegetable oils, nevertheless 

the special representative of the German Government Dr. Voigt 
while here urged that the remainder of the credit be utilized and that 
shipment of Chinese products be resumed. Such articles would be 
transported from Hong Kong in German ships. Munitions of war 
may still be purchased but from private firms and not from Govern- 
ment arsenals as heretofore. 

The Department will note that this account differs only slightly 

from that in the telegram in reference. 
Repeated to Peiping. 

| Prck 

893,24/569 | 

‘The Consul at Rangoon (Brady) to the Secretary of State 

No. 178 Rangoon, May 1, 1939. 
a [Received May 16.] 

Sm: I have the honor to report that 1,386 American motor trucks | 

for the Chinese Government have now been delivered at Rangoon.” | 

The total includes 500 Dodge and 502 General Motors (GMC) trucks . 

shipped direct from the United States to Rangoon on American ves- 

sels, and 384 Dodge trucks originally shipped to Hong Kong and 
brought here from that place. The trucks included in the direct ship- 
ments are part of the purchases of the Universal Trading Corporation 
under the credit authorized by the Export-Import Bank, and are for 
the use of the Southwest Transportation Company, the concern in 

charge of the movement of war supplies. . 
Only 30 of the Dodge trucks delivered by American vessels have 

been assembled up to this time. Labor difficulties have interfered 

with the work, but it is thought that these have been overcome by the 

importation of 150 Chinese mechanics and carpenters from Yunnan. 

| One hundred more Chinese workmen are said to be on the way to 

Rangoon. The American representative of the Chrysler Export Cor- 
poration who is here to supervise operations hopes to be able to as- 
semble 10 to 15 trucks daily. There are 115 Dodge trucks with cabs 
and stake bodies (all others consist of chassis only), and these are the 
vehicles that are now being turned out for service. The work of 
assembling GMC trucks has just been commenced. , 

“By July 22, 1768 American and 120 British trucks had been delivered at 
Rangoon.
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The first 84 Dodge trucks brought here from Hong Kong have been 
assembled and equipped with bodies, and some have been shipped to 
Lashio en route to China. Nothing has yet been done with the other 

~300. As previously reported, these trucks were obtained through 
Dodwell and Company of Hong Kong, and they also are for the use 
of the Southwest Transportation Company. 

Not to Assemble Trucks at Lashio. 
Plans for assembling motor trucks for China at Lashio, the terminus 

of the Burma Railways in the Northern Shan States, have been 
abandoned, at least for the present, and the work will be done in | 
Rangoon. After being fitted with locally-made bodies, assembled 
trucks will be shipped to Lashio by rail, and will be loaded there with 
war materials and sent into China. The seaplane hangar of the 

| Irrawaddy Flotilla Company, which has not been in use since seaplane 
service in Burma was discontinued last year, and part of the foundry 
of that concern at this port, have been leased for assembly purposes, 
but additional space is required. | 

The Chrysler representative in Rangoon has received information 

that many units of the second 500 Dodge trucks purchased by the 
Universal Trading Corporation will arrive at Rangoon this month 
on the American steamship Atlanta City. These additional trucks 
will form part of the fleet of 1,000 which the Foo Shing Trading 
Corporation of China has agreed to maintain for the exportation of 
wood-oil to the United States for the Universal Trading Corporation 
of New York. | | 

Four American Ships Delwer Trucks. | 

Direct shipments of American trucks to Rangoon have been made 
on the American vessels Wichita, President Monroe, Steel Trader, 
and City of Rayville. The last of the four vessels named, which ar- 
rived at this port on April 28th, also brought from the Universal 

Trading Corporation 2,000 truck tires, 36 tons of heavy hammers, 
10 tons of shovels, and five tons of road-grading equipment. 
Three hundred five-ton Thornycroft trucks purchased by Chinese 

interests under a British credit are expected at Rangoon from England 
within a short time. According to press reports, the purchase com- 
prises 1,800 of these trucks. It is also reported that 250 Bedford 
trucks for China will come here from England, where they are made 
by General Motors. 

Respectfully yours, Austin C. Brapy
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893.154/254 | 

Memorandum by Mr. James K. Penfield of the Division of Far Eastern 
Affairs 

[WasHINneron,] May 19, 1939. 

It is felt that the following brief survey of the operation of the 
Yunnan—Burma highway during the approximately five months that 
it has been open to traffic may be of interest at this time. | 

ArrivaL OF MUNITIONS IN Rangoon 

The first vessel carrying war materials for China was reported to 
have arrived in Rangoon on November 3, 1938. By January 18 it 
was reported that there were 9,000 tons of war materials at Rangoon; 
on March 16 the Chinese Vice Minister for Foreign Affairs stated 
that approximately 15,000 tons had arrived at that port of which 
some 2,000 tons had been shipped to Lashio; and by April 18 it was 
reported in Chungking that there were 30,000 tons of munitions at 
Rangoon awaiting shipment into China and a Southwest Transporta- 
tion Company officer stated that 3,600 tons had been shipped to Lashio. 
Calculated on a basis of duty paid the value of war materials formally 
cleared for shipment from Rangoon up to March 4 was estimated at 
about United States $9,676,800. The Consul at Rangoon reports 
that munitions continue to arrive at that port direct and in relatively 
small amounts via Singapore and Colombo. 

| The amount of Burma customs duty payable on war materials re- 
exported overland to China (in most cases slightly over 3% ad | 
valorem) constituted a burden to the Chinese but recent reports 
from Rangoon indicate that the Governor of Burma has now 
ordered that duty on such goods shall not exceed 1% ad valorem. 

Munitions are said to include high explosives, machine guns and 
ammunition, shells, anti-aircraft guns, small arms and ammunition, 
trench mortars, two tanks and a few field guns. They are reported 
to be of Russian, German, Czechoslovakian, Italian and French origin. 

TRANSPORT FACILITIES 

High explosives have been stored in a barge in the Rangoon River 
and storage facilities for other war materials have been established at 
Rangoon. Storage facilities for about 6,000 tons of both dangerous 
and non-dangerous goods are reported to have been established at 
Lashio and for 1,500 tons at Chefang. Most of the war supplies are 
sent by rail from Rangoon to Lashio and from there are transported 
by a Rangoon haulage contractor, who is reported to be employing 
185 Chevrolet trucks in this service, to Chefang, some 150 miles from 
Lashio and 24 miles across the Chinese border. From Chefang they 

@ Throughout this memorandum the footnote citations to telegrams, despatches, 
and reports are omitted.
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| are carried on to Yunnanfu and other paris of China in Southwest 

Transportation Company trucks. By April 8 over 500 American 

truck chassis had arrived in Rangoon and more were reported to be 

en route. They are being supplied with bodies and reportedly put 

into service by the Southwest Transportation Company between 

Chefang and Yunnanfu. | | 

It is reported that many truck chassis as well as large quantities of 

petroleum products are being purchased in the United States under 

the Export-Import Bank credit to the Universal Trading Corpora- 

tion. 
In this connection it is of interest to note that the Consul at Yun- 

nanfu reports that grading work on the proposed Burma—Yunnan 

Railway is progressing rapidly but that in as much as there appears 

to be no bridge or culvert construction carried on there is no assurance 

that the roadbed will be completed at an early date. 

Movement or War Marertats Into CHINA 

Reports from Yunnanfu indicate that during December small ship- 

ments of supplies arrived in that city from Burma over the new road, 

but it is believed that the road was later closed to heavy traffic for a 

short period and that, due principally to lack of trucks, regular trans- 
port of war materials did not start until March. 

Reports from various sources indicate that although the transport 

is not very well organized or very efficient some 900 to 1200 tons of 

, war supplies per month are arriving in Yunnanfu. There have been 

| no reports of any export produce carried by the trucks on their return 

journeys toward Burma, most trucks observed while returning over 

the Yunnanfu-Hsiakwan section of the road having been carrying 

motor fuel. 
By way of comparison it may be noted that over 5,000 metric tons 

of freight per month enter Yunnan over the Yunnan—Tonkin Rail- 

way and that from May to September 1938 an average of 90,000 tons 

of goods per month were reportedly moved on the Canton-Hankow 

Railway. It is thus apparent that the new highway is as yet far 

from being a supply route over which any considerable volume of war 

materials enters China. 

Furure Prospects 

It appears to be generally admitted that the road will in all proba- 

bility be damaged by landslides and washouts during the rainy season 

which lasts from May or June through November but many observers 

are hopeful that some traffic will be possible during this period. An 

agent of the Bank of China who recently traveled over the road
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stated that there are 20,000 men employed in improvement and re- 
construction and 10,000 in road maintenance work. It is the opinion 
of Consul Meyer at Yunnanfu that the present force will have to be 
considerably augmented if even the Yunnanfu-Hsiakwan section 
(first opened to traffic about three years ago) is to be kept open during 
the rainy season. In any event it appears probable that the small 
stream of war supplies now reaching China via Burma will, within | 
the next month, dwindle to nominal proportions until near the end 
of the year at which time, with the advent of the dry season and with 
additional trucks available, it may be expected to resume its flow at 
substantially above the present volume. 

893.24/573 ;: Telegram | 

The Ambassador in France (Bullitt) to the Secretary of State 

Paris, June 1, 1939—6 p. m. 
[Received June 1—3:55 p. m.] 

1051. The Chinese Ambassador ® said to us today that despite the | 
orders issued by the Minister of Colonies to the authorities in Indo- 
China to suppress the transit duties on supplies destined for the 
Chinese Government the duties were still being collected. The local 
authorities have appealed to the French Government on the ground 
that failure to collect these duties would result in serious financial loss 
and that the duties should continue to be collected until new revenues 
have been found to take their place. The Ambassador said that he 
was urging the French Government to insist that its instructions be 
carried out. 

Wellington Koo stated that in addition to the export credits to be 
used in the construction of the railway between Yunnan and Chung- 
king he had recently requested the French Government to extend 
credits for constructing chemical factories in Yunnan for the pro- 
duction of explosives. 

The Ambassador also stated that he had asked the French Govern- 
ment to suspend the transit duties and to provide adequate railway 
facilities for the transit through Indo-China before the end of this 
year of tung oil shipments in the total amount of 25,000 tons destined 
for the United States in connection with arrangements made at the 
time the Chinese credit was obtained through the Export-Import 
Bank. 

BULuItT 

“Vv. K. Wellington Koo. |
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893.51/6901 : Telegram . 

The Secretary of State to the Ambassador in France (Bullitt) — 

| WASHINGTON, June 2, 1939—7 p. m. 

396. Your 1051, June 1, 6 p. m., last paragraph. The Department 
desires that, unless you perceive objection, you strongly urge the ap- 
propriate French authorities to facilitate by all reasonable methods 
the transit of the tung oil shipments, basing your approach on (@) 
the need of the American paint industry for the tung oil, (6) the fact 
that the shipments of tung oil are the means for repayment for the 
$25,000,000 credit extended by the Export-Import Bank, and (¢) the 
fact that delivery of the tung oil will operate toward maintaining 
China’s credit which in turn is to the interest of all countries desirous 
of maintaining normal and healthy relations with China. 

| Ho. 

893.51/6902 : Telegram 

The Ambassador in France (Bullitt) to the Secretary of State 

— Paris, June 3, 19389—3 p. m. 

[Received June 3—1: 12 p. m.] 

1061. Your 396, June 2, 7 p. m., was taken up this morning with 
the Chief of the Far Eastern Division at the Foreign Office. He 
said that on May 24 the Foreign Office had transmitted to the Ministry 
of Colonies the request of the Chinese Ambassador for facilities for 
the transit of these tung oil shipments. Chauvel stated that he would 
at once get in touch with the Minister of Colonies, explain the con- 
siderations set out in your telegram and urge that for these reasons 

the Chinese Ambassador’s request should be granted without delay.® 
BoLuirr 

893.51/6919 : Telegram | 

The Chargé in France (Wilson) to the Secretary of State 

Paris, June 15, 1939—3 p. m. 
[Received June 15—11: 12 a. m.] 

1185. Embassy’s 1061, June 3, 3 p. m.; and 1107, June 10, 1 p. m.” 

Chauvel tells me that the Foreign Office has received a letter from the 
Ministry of Colonies to the effect that in view of the interest of the 
United States in these tung oil shipments it has been decided to exempt 
the shipments from payment of the Indo-China transit duty and to 

“ For further correspondence, see pp. 636 ff. 
* Jean Chauvel. 
“* The Ambassador in France took up the question again on June 6. 
* Latter not printed.
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provide the necessary railway facilities so that the total amount of the 
shipments may be effected before the end of the year. 
oe WiLson 

893.24/581 : Telegram 

The Consul at Rangoon (Brady) to the Secretary of State 

Raneoon, June 30, 19389—5 p. m. 
[Received June 30—1: 36 p. m.] 

War materials for China passed by customs during the period May 
21-June 3 valued at 7,965,000 rupees or approximately $2,788,000. 
Denmark, Belgium, Germany, France, Russia were the principal 
sources of supply in the order named, supplies were mostly cartridges, 
shells, rifles, pistols and machine guns.® | 

Inquiries received by Burma customs authorities from Hong Kong 
[and] Shanghai Banking Corporation indicate that large quantity 
Chinese silver, chiefly coin, may be shipped through Rangoon. No 
definite information yet available here. 

Brapy 

893.24/599 | | : 

The Assistant Military Attaché in China (Barrett) to the 
War Department © | 

Cuunexine, August 13, 1939. 
New military air field built by Chinese 30 miles up river.. Two 

hundred twenty-five Soviet planes recently arrived China and less than 
that number Soviet pilots according to reliable source who states also : 
that 60 pursuits to be allotted defense of Chungking. 

BARRETT 

740.00111A Arms Control—Transshipments/3 : Telegram 

The Secretary of State to the Ambassador in the United Kingdom 
(Kennedy) 

WASHINGTON, September 8, 1939—4 p. m. 
862. Shipments of arms from the United States to China are pro- 

ceeding only via French Indochina and Burma. As shipments des- 
tined to either Burma or Indochina are prohibited under the existing 

“In despatch No. 192, July 5, the Consul at Rangoon reported that this brought 
the soa aie passed by customs up to the end of this period to $20,497,860 

( “ Paraphrase of radiogram received at the War Department, August 13, 9: 54 
p. m., and transmitted to the Department of State. 

“The same, mutatis mutandis, to the Ambassador in France as No. 830, 
September 8, 3 p. m.
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embargo,” shipments to China must cease unless this Government 
can be assured that shipments in transit will not be interfered with. 

Please explain this situation to the appropriate British authorities 
and request definite assurance from the British Government that 
shipments from the United States consigned to China will not be 
detained in British territory. | 

I am sending a similar telegram to Paris requesting assurances in 
respect to shipments through French Indochina. 

| | Hv 

740.00111A Arms Control—Transshipments/4 : Telegram 

~The Ambassador in France (Bullitt) to the Secretary of State 

. Paris, September 9, 1939—4 p. m. | 
[Received September 9—3:10 p. m.] 

1875. Department’s Number 830, September 8, 3 p.m. The Assist- 
ant Chief of the Asiatic Section in the Foreign Office informed us 
orally this morning that the French Government could assure us that 
shipments through French possessions in transit to China would not 
be detained in French territory provided that these shipments did 
not comprise arms and munitions as narrowly defined in the Geneva 

Convention of 1925 * to which Japan was also a signatory. He added 

that France had not made shipments of this nature to China since 
September of last year. 

| EBS... og gk. . Bouiuirr 

740.00111A Arms Control-Transshipments /4 : Telegram 

The Secretary of State to the Ambassador in France (Bullitt) 

WasHineron, September 13, 1939—10 p. m. 

918. Your no. 1875, September 9, 4 p.m. The assurance which 
you have received from the Foreign Office is of no practical value 
whatever in relation to the continuance of shipments of arms required 

by the Chinese Government. The definition of arms, ammunition, and 
implements of war in the Geneva Convention of 1925 is even more 

comprehensive than the definition contained in the President’s em- 

bargo proclamation. 

As the Geneva Convention has never been ratified by a sufficient 
number of States to bring it into effect, and as it would have no 
application to the situation under discussion even if it were in effect, 

it is not understood why the Foreign Office should make reference 

to that treaty. 

" Presidential Proclamation of September 5; 54 Stat. 2635. | 
™ See footnote 70, p. 757. 
® Foreign Relations, 1925, vol. 1, p. 61.
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No reply has as yet been received from the Embassy in London in 

regard to shipments via Burma. | 

| | : | Hou 

740,00111A Arms Control-Transshipments/5 : Telegram | 

The Ambassador in France (Bullitt) to the Secretary of State 

Paris, September 14, 1939—5 p. m. 

| [Received September 14—3 p. m. | 

1968. Your 831 [830], September 8, 3 p. m.,"* my 1875, September 

9,4 p. m. and your 913, September 13, 10 p.m. If the official of the 

Department who drafted your telegrams under reference will consult 

the Division of Far Eastern Affairs in the Department he will 

unquestionably be able to find there an exact explanation of the point 

of view of the French Government with regard to shipments via 

French Indochina. It is and will remain impossible for the French 

Foreign Office to make any other reply toa request for a definite assur- 

ance from the French Government on this subject. 

I can, however, assure you that shipments from the United States 

consigned to China will not, in fact, be detained in Indochina or other 

French territory provided they are labeled on the principle that a 

rose by any other name would smell as sweet. | 

I should prefer not to discuss this question by telegram but if you 

do not understand and desire an immediate telegraphic explanation 

I shall be glad to give it. Please instruct me at once. 
BuLuiItt 

740.00111A Arms Control-Transshipments/ 5: Telegram 

The Secretary of State to the Ambassador in France (Bullitt) 

WasHineron, September 16, 1939—6 p. m. 

963. Your No. 1965, September 14,5 p.m. The situation is clear. 

No further explanation is necessary. 

| Huu 

893.24/619 | 

Memorandum by the Chief of the Division of Controls (Green) 

[WasHineton,] September 18, 1939. 

After consulting Mr. Hornbeck,"* Mr. Moffat * and Mr. Hamilton, 

I called the British Ambassador” by telephone this morning and 

% See footnote 70, p. 757. 
™ Stanley K. Hornbeck, Adviser on Political Relations. 

Jay Pierrepont Moffat, Chief of the Division of Duropean Affairs. 

77 The Marquess of Lothian.
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requested him to call at my office. When Lord Lothian called I 
explained to him the situation which has arisen in connection with 
the shipment of arms from the United States to China as a result of 
the embargo prohibiting the exportation of arms to Great Britain and 
France. I said that we had instructed our Ambassador in London 
on September 8 to take this matter up with the Foreign Office and to 
request assurances that arms exported from this country consigned 
to China would not be detained when in transit through Burma, but 
that so far the only reply which we had received had been to the effect 
that the Burma Government was being consulted. . 
Lord Lothian said that he would take the matter up immediately 

with the Foreign Office with a view to expediting action. He inti- 
mated that in his opinion some assurance of the kind requested should 
be given. 

I told Lord Lothian that as soon as this particular matter of the 
shipment of arms to China via Burma was settled we would probably 
raise with his Government similar questions in respect to the shipment 
of arms via British West African ports to Liberia and via Singapore 
to Thailand, et cetera. | 

JosEePH C. GREEN 

740.00111A Arms Control—Transshipments/13 : Telegram 

The Ambassador in the United Kingdom (Kennedy) to the Secretary 
| of State — 

a Lonpon, September 25, 1939—2 p. m. 
[Received September 25—8: 50 a. m. | 

1810. My 1670, September 15, 9 p.m.” Following informal letter 
dated September 23 received from the Foreign Office: 

“I write to assure you that His Majesty’s Government will do noth- 
ing to impede the progress of transmission to China of arms and mate- 
rials for the Chinese Government exported from the United States, 
provided that the documents of the ships in which they are carried 
clearly indicate their destination.” a 

2. You will, of course, understand that in present circumstances it 
is possible that these ships will be stopped in order that their identity 
may be established and their papers examined. If, however, this 
examination proves satisfactory they will naturally be allowed to 
proceed at once without further hindrance.” 

KENNEDY 

® Not printed. 
” In telegram No. 2087, October 19, 11 a. m., the Ambassador reported a similar 

assurance from the British Foreign Office regarding shipments of arms to the 
Liberian Government, Thailand, and the Shanghai International Settlement 
Municipal Police.
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740.00111A Arms Control—Transshipments/13 : Telegram 

The Secretary of State to the Ambassador in the United Kingdom 

| (Kennedy) 

Wasuineton, September 28, 1939—11 a. m. 

1097. Your no. 1810, September 25,2 p.m. In view of the assur- 

ances which you have received from the Foreign Ofiice, the Depart- 

ment is instructing collectors of customs to permit the departure of 

shipments of arms consigned to the Government of China via Rangoon 

which have been held at ports of exit. The Department is also re- | 

suming the issuance of licenses authorizing such shipments. 

It is noted that the assurances which you have received refer specifi- 

cally to shipments destined to the Chinese Government. Licenses are 

occasionally applied for to authorize the shipment of small quantities 

of small arms-and small arms ammunition consigned to the Shanghai 

International Settlement Municipal Police for its use. Such ship- 

ments are frequently routed via Hong Kong. 

Shipments of arms from this country to Thailand are, without ex- | 

ception, transshipped at Singapore. 

The Department has issued a license authorizing the exportation of 

20 machine guns to Liberia. These guns were purchased by the 

Liberian Government for the internal defense of the country under 

the plan concerning which you have been fully informed.” Licenses 

authorizing the exportation of ammunition for these guns will prob- 

ably be applied for in the near future. The Liberian Government 

wishes to ship these arms on ships of the American West African 

Steamship Line. Its vessels are scheduled to touch at Freetown en 

route to Monrovia. In this connection, it may be noted that the De- 

partment has been informed by the Firestone interests that a ship- 

ment of dynamite consigned to the American Legation in Monrovia 

for use in the construction of the new Legation was unloaded and 

detained at Freetown but finally permitted to proceed after consider- 

able delay. 
You are requested to ascertain whether the Foreign Office is willing 

to give assurance that these shipments of arms to Shanghai, Thailand, 

and Liberia will not be detained or otherwise interfered with while 

in British territory en route to destination. As the ships of the 

American West African Steamship Line are also scheduled to stop 

en route at French West African ports, the Embassy in Paris is being 

requested to ask for similar assurances from the French Government 

in respect to the proposed shipments to Liberia. 
Hun 

® See vol. Iv, pp. 564-614, passim. 
& Wrench assurances were reported in Embassy’s telegram No. 2446, October 13, 

11 a.m. (740.00111A Arms Control-Transshipments/25).
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| 893.24 /623 | 

Memorandum of Conversation, by the Adviser on Political Relations 
| (Hornbeck) 

[Wasuineron,] October 9, 1939. 
| The Chinese Ambassador * informed me last evening that he had 

just received from his Government a telegram which indicated con- 
cern on the part of his Government and gave him concern regarding 
the flow of goods into China through French Indo-China. He said 
that the French Government had informed his Government that, of 
goods accumulated at Haiphong consigned to the Chinese Government, 

1. German-made goods must be cleared out before October 25; 
2. Contraband goods shipped by Chinese private merchants and 

firms must be cleared out before October 30; 
3. Contraband goods now going forward to the Chinese Govern- 

ment will for the time being be permitted to pass, but a time limit 
will soon be determined and be announced; 

4. When the new date is announced, the prohibition will include 
American shipments of gasoline and automotive equipment. 

The Ambassador said that his Government was worried over this 
| and wished him to ask whether something might not be done to modify 

the French Government’s position, as this action on the part of 
France would affect any negotiations for new credits and affect the 
huge amount of goods already accumulated in Indo-China consigned 
to China (which, he said, could not be cleared out in so short a time). 

The Chinese Government asked urgently for an early reply. 
I said to the Ambassador that it seemed to me that everything pos- 

sible had already been done in regard to this matter; that I doubted 
whether the French Government’s “bite” would be as bad as its 
“bark” ; that we have heard of such intended prohibitions on a number 
of occasions in the past but that we have seen the goods continue to 
flow ; that it would seem to me that the Chinese Government should 
do everything possible to speed up the clearing out of the accumula- 
tions under reference; and that I thought that the local French au- 
thorities would probably be inclined to be liberal in the whole 
matter. 

STantey K. Horneeck 

898.24/616 : Telegram OO 

The Consul at Rangoon (Brady) to the Secretary of State 

Raneoon, October 10, 1939—5 p. m. 
[Received October 11—1:55 a. m.] 

Transit shipments of Chinese war materials from August 3 to 
September 15 had value of only 1,325,000 rupees or about $463,000. 

* Hu Shih.
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Principal items representing more than 90% were rifles from Belgium 

and machine guns from Denmark. Movement by rail was reduced 

because of difficult highway conditions. Chinese Vice Minister for , 

Foreign Affairs now here reports that German ship carrying 700 tons 

munitions for China valued at 10 million Chinese dollars took refuge 

in Netherland East Indies port but that it is expected to obtain the 

supplies. He also says that British have not restricted the delivery 

of German materials for China on the way to Rangoon at outbreak 

of war. He says European war is certain to interfere with flow of 

war munitions but he asserts China has reserves sufficient for a year. 

| | BrapY 

898.24/620 : Telegram TO 

The Consul General at Hong Kong (Southard) to the Secretary 

| of State 

| Hone Kone, October 18, 1939—noon. 
[Received 4:30 p. m.] 

874. Following from Reed at Hanoi: ® 

October 11,6 p.m. My September 26, 3 p. m. 
1. Information said to emanate from authoritative official circles 

as regards policy to be pursued toward the export and transit of goods 
to China (those goods which are prohibited export from Indo-China) 
indicates to a large extent that the French policy vis-4-vis China is 
still subject to political expediency. | 

9. In letters dated October 3d the Governor General notified the 
Chinese Consul General that the export and transit of these prohibited 
goods to private concerns in China will be banned aiter October 13 

and that the export and transit of such goods to the Chinese Govern- 

ment will be banned from a date to be announced by the Director of 

Customs at Hanoi. However, the export and transit of the goods cov- 

ered by the Universal Trading Company loan to China will be per- 
mitted as heretofore. 

3. Subsequent to the receipt of these letters various people have 

talked with the Governor General and Director of Customs and have 

received the very definite impression that a more lenient policy than 

that indicated by these letters will be pursued, provided the congestion 
of freight at Haiphong be cleared up. I have been informed that it 

will take more than 6 months to clear up this congestion. 
4, According to Chinese and foreign sources, the French desire to 

avoid the appearance of active assistance to the Chinese Government. 
According to a number of these sources, certain Japanese are expected 
at Haiphong within a week or so and every effort is being bent to 
force the Chinese to clear up the almost unbelievable congestion. It 

is rumored that an order has been issued that all gun cars and trucks 

must leave Haiphong within 3 days regardless of whether they are 

loaded or not. 
5. The immediate movement of cargo is definitely handicapped by 

the lack of chauffeurs, by the condition of the road beyond the frontier, 

* Charles S. Reed, II, Consul at Saigon on detail to Hanoi.



764 FOREIGN RELATIONS, 1939, VOLUME III 

which has been repeatedly bombed within the last few days, and by 
the break in the railway to Kunming which may not be in a position to 
carry freight for at least a month. | 

- 6. From recent conversations in Hanoi and Haiphong it would 
appear that for the present the Indo-China Government is disposed 
to give favorable consideration to shipments to the Chinese Govern- 
ment, especially goods of American origin, but that there is an under- 
standably strong desire to avoid complications with the J apanese, So 
strong as to warrant the apprehension of restrictions upon the transit 
of the above mentioned goods to China if and when Japanese pressure 
becomes urgent. | 

Repeated to Chungking and Peiping. Saigon informed. 
, SOUTHARD 

893.24/616 : Telegram | 

The Secretary of State to the Consul at Rangoon (Brady) 

Wasuineron, October 18, 1939—6 p. m. 
Your telegram, October 10,5 p.m. The British Government has 

assured this Government that it will do nothing to impede the prog- 
. ress of transmission to China of arms exported from the United States 

to the Chinese Government provided that the documents of the ships 
in which such arms are carried clearly indicate their destination. In 
view of this assurance, collectors of customs are permitting the expor- 
tation to China via Rangoon of arms the exportation of which has been 

- authorized by license. 
In your periodic telegrams on this subject please include full in- 

formation in regard to shipments of arms from this country. 

— Hoy 

893.24/624 : Telegram | 

Lhe Consul at Rangoon (Brady) to the Secretary of State 

Rangoon, October 19, 1939—3 p. m. 
[Received October 19—9: 22 a. m.] 

British steamship Beaconsfield has arrived here with approximately 
8,000 tons of Russian war materials for China, estimated value 
2,000,000 pounds sterling. Ship loaded at Odessa and was there at 
outbreak of European war. It was held 9 days at Istanbul by Turkish 
authorities and 2 days at Port Said pending decisions permitting it 
to proceed. Vessel was chartered by Chinese interests in Paris and 
shipment is understood to be under barter arrangement with Soviet. 
Proper invoices of materials are lacking but Burma customs are allow- 
ing steamer to discharge cargo which includes field guns and carriages, 
shells and parts, machine guns, small arms and ammunition. All re- 
ported to be of recent manufacture. Brapy
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893.24/633 : Telegram 

The Consul General at Hong Kong (Southard) to the Secretary 

of State 

| Hone Kone, November 3, 1939—4 p. m. 

: [Received November 3—5 a. m.] 

402. Following from Reed at Hanoi: —— 

“October 26,6 p.m. My October 11,6 p.m. 

1, All restrictions on transit, mentioned in second paragraph of 

that telegram, have now been removed. This is confirmed by letter 

to Chinese Consul General dated October 23. 

9. Considerable progress has been made in last 2 weeks in clearing 

the congestion mentioned in third paragraph of that telegram. 

Organization of traffic appears to be better coordinated. ee 

3. Railway traffic to Kunming is still interrupted and will not 

resume for at least 2 more weeks. Road traffic is said to have been 

more than doubled within last week.” 

Since this message was received from Hanoi by air mail we hesitate 

to use confidential code for transmittal. Would appreciate instruc- 

tions as to code to be used in relaying by naval radio Reed’s confi- 

dential messages received by mail. 

- Repeated to Chungking, Peiping. Saigon informed. 

| a SouTHaRD 

893.796/275: Telegram | | 

The Counselor of Embassy in China (Peck) to the Secretary of State 

Cuunexine, November 25, 1939—9 a. m. 

: [Received November 25—3: 05 a. m. | 

608. F. B. Lynch, recent adviser to the Ministry of Finance, in- 

formed Weil & November 23 that the first flight on the Chungking- 

Hami Air Line has been scheduled tentatively for December 4; that 

Junkers planes owned by Eurasia but operated by the Ministry of 

Communications and piloted by Chinese will fly to Hami via Sian and 

Lanchow; and that Russian-built DC3’s will be used between Hami 

and Alma Alta, where the line will presumably connect with a line to 

Moscow. Inauguration of the Hami-Alma Alta Line has not yet 

been announced. | 

Lynch is being sent to the northwest to investigate movements of 

cargo under Sino-Russian barter agreements. It appears that the 

Chinese Government suspects that Chinese products—particularly 

wool—which might be sent to Russia are finding their way into Japa- 

nese hands. 

Repeated to Peiping, Shanghai. Prox 

*M Bliot Weil, Third Secretary of Hmbassy in China. 

278040—55——49 Bn
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893.24/648 : Telegram | : : 

Lhe Consul General at Hong Kong (Southard) to the Secretary 
| of State 

| , Hone Kone, November 27, 1939—1 p. m. 
ae [Received November 27—8: 53 a. m.] 

430. The following is a paraphrase of message received by air mail 
for the Department from Reed at Hanoi: | | - 
November 21,5 p.m. Rumors as yet unconfirmed about the capture 

of Nanning greatly concern the attention of everyone here interested 
in the shipment of supplies inland to China. It is apparently certain 
that an important section of the road from Indo-China to N anning has 
been destroyed with the result that all traffic has been stopped. There 
is great pessimism, among other immediate reactions, as to the future 
of transit via Indo-China to China. | — | 
Repeated to Chungking, Peiping, and Saigon informed. | 

| SOUTHARD 
893.24/651 : Telegram OO . | . 

Lhe Ambassador in Japan (Grew) to the Secretary of State 

| Toxyro, December 1, 1939—8 p. m. 
[Received December 1—10:15 a.m.] _ 

647. We are informed in confidence by a member of the French 
Embassy that the French Ambassador ® was requested to call upon 
the Foreign Minister ** yesterday, and that in the course of the inter- 
view Admiral Nomura handed the Ambassador a “courteously 
phrased” protest against the continued shipment of munitions to 
Chiang Kai-shek *’ from Indo-China and stated that the Pakhoi cam- 
paign had been undertaken by the Japanese in order to prevent arms 
from this source from reaching the Chinese forces. At the same time 
the Foreign Minister disclaimed any Japanese designs against Indo- 
China. He likewise explained that certain J apanese planes which 
have recently flown over Indo-China territory had done so uninten- 
tionally on account of poor visibility. 

GREW 
898.24/654 : Telegram OO 

Lhe Counselor of Embassy in China (Peck) to the Secretary of State 

CuHuNGKING, December 3, 19839—11 a. m. 
[Received December 8—9 a. m.] 

624. The French Ambassador informed Major McHugh during a 
long and frank conversation on December 2 that he believed the 
Japanese invasion of Kwangsi primarily to be a political attempt to 

* Charles Arséne-Henry. 
* Adm. Kichisaburo Nomura. 
*' President of the Chinese Executive Yuan (Premier). Oo
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intimidate the Indochina Government into closing its border and 

stopping the transit of all supplies for the Chinese. He vehemently 

denounced as Japanese propaganda all rumors that France is luke- 

warm to China, denying the alleged presence of one of his staff at a 

reception given by the Ta Tao Government ® in Shanghai this fall, 

asserting that he had refused Wang Ching Wei ® haven in the French 

Concession at Shanghai, disclaiming any ulterior motive in the with- 

drawal of the French military mission and explaining the misunder- 

standing which arose in September over the report that the Indochina 

border had been closed. In rebuttal he cited the commitment of his 

~ Government to a fresh capital investment of 80 million francs for 

the expansion of the traffic facilities of the railway to Yunnanfu and 

further stated that he had just received approval of an additional 

outlay of 16 million francs for the construction of a new motor road 

from Haiphong to Laokay as alternate route due to the interruption 

of the Nanning road. — | 

Doctor Hollington Tong ® was present during the latter part of 

the conversation when the Ambassador pointed out that it would be 

useless to build this road if the Chungking government failed to sup- 

plement it with a suitable extension. Monsieur Cosme further urged 

Tong to impress upon the Generalissimo * the need for China to place 

strong guards at all vulnerable points along the railway within 

Chinese territory in keeping with similar precautions already taken 

by the French on their side in order to ward off bombing attacks or 

forestall sabotage. He asserted that his government is prepared to 

continue to assist China in every possible way despite its serious re- 

sponsibilities in Kurope provided the Chinese do their part. He 

warned him, however, that if the Japanese were permitted to occupy 

and hold the territory adjacent to the Indochina border, France could 

not be blamed if she were forced later to meet such a position by ap- 

propriate conciliation in order to safeguard her interests. 

The Ambassador stated that he himself expected to put the fore- 

going very bluntly to the Generalissimo on December 3 and added 

that he expected to remain in Chungking until the Kwangsi crisis 

had passed. | 

A memorandum of the complete details of the foregoimg conversa- _ 

tion is being forwarded by air mail. McHugh requests that the above 

information be made available to the Naval Attaché and Navy 

Department. 

Repeated to Peiping and Shanghai. Peiping please mail to Tokyo. 
PEcK 

8 Japanese-sponsored municipal government. . 

® Wormer Deputy Leader of the Kuomintang (Chinese Nationalist Party) who 

left Chungking in December 1938. 

* Chinese Vice Minister of Information. 

Chiang Kai-shek.
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893.24/656 : Telegram | 

Phe Ambassador in France (Bullitt) to the Secretary of State 

| | Parts, December 4, 1939—9 p. m. 
[Received December 5—10: 34 a. m.] 

2897. Chauvel said today that he had authorized the following | 
items which were published by Havas. .: a 
“Regarding the interview of November 30 given by the Japanese 

Minister of Foreign Affairs to the French Ambassador the spokesman 
for the Foreign Office made reference in the press conference held on 
the same day ‘to the traffic which continues across Indo-China of arms _ and ammunition destined for the Chinese national forces’. 

It is regretted in authorized French circles to be obliged to. repeat 
once more that such information regarding the reported transit via 
Indo-China of arms, ammunition and war supplies destined for China 
is false.” 

[“]Furthermore, the Agence Domei issued the following report on 
December 1. | | | 

“ ‘According to a press report from Hong Kong, since the arrival of Monsieur Henri Cosme, French Ambassador to Chungking, Kuomintang leaders have urged the transportation into Indochina of arms and ammunition accumulated for the month at Tchen-nan-kouan * where they will be secure. On the basis of reports received from Chungking, the French Ambassador has visited Chiang Kai Shek, Dr. Kung, Dr. Wang Chung Hui* and other Kuomintang leaders. The Kuomintang leaders have studied with Monsieur Cosme the state of trans- port to the interior and the importation in general of arms and ammunition by the Yunnan—Annam Railroad, and notably also the question of the transport of arms and ammunition now at Tchen-nan-kouan. It is reported that the value of the latter supplies reaches a figure of 10 million yuan dollars.’ | 

It is hardly necessary to state that this so-called information is pure invention.” | 

Chauvel said that these denials are literally correct as France is not 
permitting the transit via Indo-China of arms and munitions as 
defined by the Geneva Convention of 1925 to which J apan is a party. 
It is true however that transit is allowed over this route for a host of 
other commodities. 

Our informant went on to say that Nomura has just handed to the 
French Ambassador at Tokyo a lengthy list of Japanese demands on 
France which the Ambassador has mailed to Paris as too lengthy to 
cable. Chauvel said that the demands included references to Indo- 
Chinese wolfram and nickel as well as a condition that J apan be 
allowed to place inspectors in Indo-China itself to survey all ship- 
ments destined for China. According to Chauvel[’s] sketchy know]- 
edge now available regarding these J apanese demands France will 
be required to refuse them all. 

Chauvel said that he understood that the J apanese had as yet not 
, Eresumably Chen-nan-chow on the Burma Road in Yunnan. Chinese Minister for Foreign Affairs.
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advanced further than the suburbs of Nanning. He said that he un- 

derstood that the Japanese had approximately three divisions and 

| » substantial air force based at Pakhoi; that the next Japanese point 

of [attack?] would be an operation from Canton which would encircle 

the southern portion of Kwangtung proceeding along the Si-Koang 

River and joining up with the forces now at Nanning. Japanese con- 

trol would then extend to the Indo-Chinese frontier thus completing 

the operation which began with the occupation of Baclongvi [Cape 

Paklune?| in the Gulf of Tonkin and the subsequent landing at 

Hainan. 
| 

BouLuitr 

ne 

893.24/664 : Telegram 

The Ambassador in Japan (Grew) to the Secretary of State 

Toxyo, December 11, 1939—8 p. m. 

, [Received December 11—8: 85 a. m. | 

676. The Counselor of the French Embassy recently informed a 

member of my staff in confidence that sometime ago the Foreign Office 

proposed that the French Government permit the stationing In Indo- 

China of Japanese officials to “eontrol” the traffic toward China with 

a view to preventing the shipment of arms. This was refused. : 

A second proposal has just been made by the Foreign Office that an 

official of the Foreign Office who has been handling Indo-Chinese 

affairs accompanied by a Japanese military officer be sent on a mission 

to Hanoi for a few days “to inform the Japanese Consul General 

concerning the general situation”. The military officer would “assist 

in explaining the military operations in Kwangsi”. The Foreign 

Office also suggested that there would be no objection to the French | 

Military Attaché at Tokyo accompanying the mission. 

The French Ambassador has referred the matter to Paris but has 

received no reply. GREW 

_ 

893.24/666 ; Telegram 

The Ambassador in France (Bullitt) to the Secretary of State 

Paris, December 13, 1939—4 p. m. 

[Received 7:30 p. m.] 

2967. Chauvel gave me to read today three telegrams: the first dated 

November 30 from the French Ambassador in Tokyo; the second dated 

December 7 to the French Ambassador in Tokyo signed by Daladier ; ™ 

the third dated yesterday from the French Ambassador. 

* President of the French Council of Ministers (Premier) and Minister for 

Foreign Affairs.
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_ He said that he intended to transmit to Saint-Quentin * these three 
telegrams and to instruct Saint-Quentin to communicate their contents 
to you for your information. He added that in future he intended 
to transmit to the American Government full information with regard 
to the relations of France with China and J apan. I thanked Chauvel 
and said that I was certain that my Government would greatly appreci- 
ate being fully informed. | | : | a 

The telegram of the French Ambassador to Tokyo, Arséne-Henry, 
dated November 30 to his Government stated that he had called on 
the Japanese Minister for Foreign Affairs, Admiral Nomura, at the 

_ latter’s request. Nomura had then read to him a seven page written 
document which had been translated rapidly by a Japanese interpreter. 
An aide-mémoire embodying the contents of this document had been 
handed to him at the close of his conversation with the Japanese 
Minister for Foreign Affairs. Since the text was too long to be tele- 
graphed én. extenso he was sending it by pouch and was merely trans- 
mitting a résumé. | 

The substance of the résumé was the following: 
. The Japanese Government accused the French Government of con- tinuing to ship arms and ammunition by way of the railroad through Indo-China to the Government of Chiang Kai Shek. The J apanese Government desired to have most friendly relations with the French Government but the action of the French Government in permitting shipments of arms and ammunition over the F rench railroad was pre- venting the establishment of such relations. It was to prevent shipments to China that the J apanese Government had made the recent attack on Nanning. If shipments of military supplies to the Govern- ment of Chiang Kai Shek over the railroad through Indo-China should cease and if the French Government should cease to give other support to the Government. of Chiang Kai Shek the J apanese Govern- ment could assure the French Government that incidents of all sorts in the neighborhood of French Indo-China would cease. The Japa- nese Government intended to carry on operations against Chiang Kai Shek until his complete defeat. ° It intended to cut all avenues by which he might be supplied. In order to make certain that military supplies should not reach Chiang Kai Shek by way of the railroad through Indo-China the J apanese Government desired to send to Indo-China as recognized officials a J apanese diplomat and a high ranking officer of the Japanese Army to inspect the shipments going forward to China over the French railroad through Indo-China. 

The French Ambassador stated that immediately he had protested against the statement of the J apanese Foreign Minister that military supplies were going forward to the Chinese Government over the railroad through Indo-China. This was not so and no amount of reiteration by the Japanese Government could change the fact that it was not so. He could not comment on the remainder of the Minister’s 
“French Ambassador in the United States. . a
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statement, which had been read to him rapidly, until he had had a 

chance to examine it with care. | 

In asking for instructions the French Ambassador in Tokyo stated 

that it was his belief that the position taken by the Abe * Govern- 

ment was becoming more insecure daily. Moreover the leaders of the | 

_ Japanese Army were faced with the necessity of having to admit that 

they could not terminate the “Chinese”. Moreover, the Japanese 

Government had been unable to come to terms with Wang Ching Wei 

and now was pessimistic with regard to the possibility of setting up 

a so-called Chinese Government under Wang Ching Wei. The Jap- 

anese Diet was to meet in 5 or 6 weeks and there would be serious 

opposition at that time to the Government. a 

It was the opinion of the French Ambassador in Tokyo that the 

Japanese Government desired to divert attention from the failure 

of the army to terminate the war in China by starting a spectacular 

controversy with France. | oo | 

~ On December 7 the Quai d’Orsay over the signature of Daladier 

snstructed the French Ambassador in Tokyo to say to the Japanese 

Minister for Foreign Affairs that the accusation of the Japanese Gov- 

ernment that military supplies were going forward to China over the 

railroad through Indo-China was entirely untrue; that if the Jap- 

anese Government desired to take up complaints against the French 

Government, the French Government also desired to take up a large 

number of complaints against the Japanese Government, notably 

complaints concerning the Island of Hainan, the Spratly Islands, the 

Yangtze Valley, et cetera, et cetera. The French would be glad to 

have all the complaints of both the French and Japanese. Govern- 

ments against each other taken up at thesame time. _ a 

The French Government would not receive in any official capacity 

in Indo-China a representative of the Japanese diplomatic service 

or a high ranking officer of the Japanese Army. The Japanese Consul 

General in Indo-China was the proper representative of the Japanese 

Government. If on the other hand the Japanese Government should 

desire to send to Indo-China in an entirely private capacity without 

authority or rights of any sort members of the government services 

the French Government would accord them visas. 

Yesterday the French Ambassador in Tokyo telegraphed that he 

had communicated the contents of this instruction to Admiral Nomura 

and that the conversation had been pleasant and even intimate. 

It was his impression that Admiral Nomura was somewhat uncertain 

about the future. He had derived the impression that Nomura was 

glad that the Soviet Union had attacked Finland for the simple 

reason that the irresponsible [war with ?] Finland meant that the 

Soviet Union would be occupied elsewhere than in the Far East. 

* Cen. Nobuyuki Abe, Japanese Prime Minister.
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In commenting Chauvel said that he was still of the opinion that 
while the Japanese and the Russians might reach an agreement with 

| regard to the fisheries and the oil of Sakhalin in [sc] and even make 
a more far reaching commercial agreement there was no likelihood 
at the moment of a Japanese-Russian nonagegression pact. . On the 
other hand the same elements in the Foreign Office which had sup- 
ported the anti-Comintern Pact were now advocating a pact with — 
the Soviet Union. He believed that the efforts of these elements would 
be without result so long as conversations should continue between 
the American Ambassador in Tokyo and the Japanese Minister for 
Foreign Affairs, = | : 

It was his feeling that it was important for the American Ambassa- 
dor in Tokyo to maintain constant contact with the J apanese Minister 
for Foreign Affairs even though the subjects discussed might be of 
minor importance.  — a | os 

Chauvel said that the Chinese Ambassador in Paris 2: days ago had 
called at the Quai d’Orsay and made the statement that in the opinion 
of the Chinese Government the proper riposte to the seizure of Nan- 
ning by the Japanese would be a military alliance between France and 
China and immediate military cooperation between forces of the _ 
French Government in Indo-China and the Chinese Government. 
He had replied to the Chinese Ambassador that this proposal seemed 

to him far from reality. The reality was that one of the routes of | supply of the Chinese Government had been cut, The question was 
therefore one of increasing routes of supply. The French Govern- 
ment was prepared to cooperate in the construction of another road 
from Indo-China to China which would facilitate the shipment of supplies to China. The French Government was not prepared be- cause of the seizure of Nanning to take the action suggested by the Chinese Government. _ ) 

In discussing the general question of supplies to China, Chauvel said that there were now on the docks at Haiphong 120,000 tons of supplies consigned to the Chinese Government. Since the railway through Indo-China could carry only 12,000 tons a month the full capacity of the railroad for 10 months would be absorbed by supplies already on hand in Indo-China. The American trucks had been go- ing forward over the railroad roadbed to Nanning and they had not gone forward empty. The question of establishing another road therefore was important. 
Chauvel concluded by saying, with complete sincerity, that at the present time no military supplies whatsoever were being shipped to the Chinese Government by way of the French Railroad through Indo- China. All military supplies were being shipped over the Burma Road or over the Chinese-Soviet frontier. 

Buiurrr
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898.24/666 : Telegram 
. ; 

‘Lhe Secretary of State to the Ambassador in France (Bullitt) 

| | WasHINGTON, December 14, 1939—6 p. m. 

1520. Your 2967, December 13, 4 p. m. Department appreciates 

having your full report. Please say to Chauvel that we appreciate 

his volunteering the full information and comments therein reported 

on. Say also that the Grew-Nomura conversations seem likely to con- 

tinue over an extended period, and that we hope that the policies of 

other countries concerned will parallel ours and contribute to the pro- | 

duction and maintenance of a favorable atmosphere. | | 

893.24/668 : Telegram | Oo 

The Ambassador in France (Bullétt) to the Secretary of State 

ae Pants, December 15, 1939—4 p. m. 
[Received 6:45 p. m.] 

- 9981. I communicated the contents of your 1520, December 14, 

6 p. m., to Chauvel this afternoon. Chauvel said that there were no 

new developments of importance in the relations between France and 

Japan. The spokesman of the Japanese Foreign Office had stated to 

journalists that the French Ambassador in Tokyo, Arséne-Henry, 

had given an explanation of the transit of August 14 over the French | 

railroad through Indo-China which had not been satisfactory to the 

Japanese Government. ) | 

The French Government had instructed the French Ambassador in 

Tokyo to protest in the strongest terms to the Japanese Minister for 

Foreign Affairs against this distortion of the truth. 

The truth was that the French Ambassador had protested warmly 

against the allegation that arms and munitions were going forward to 

the Chinese Government over the railroad (see my 2967, December 

13, 4 p. m.). 
| BuLuirr 

893.20/708 

Memorandum by the Chief of the Division of Far Eastern Affairs 

(Hamilton) of a Conversation With the Forst Secretary of the 

Chinese Embassy (Tsut) | 

| [WasHINGTON,| January 8, 1940. 

I asked Mr. Tsui to call in reference to the subject matter of his 

conversation with Mr. Ballantine on December 27 relating to the 

* Joseph W. Ballantine, Assistant Chief, Division of Far Eastern Affairs.
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Chinese Government’s desire to obtain the services of American avia- 
tors as instructors for the Chinese Government’s Aviation Academy 
at Kunming. 

I told Mr. Tsui, with regard to officers on the active list of the 
American Army or Navy or with regard to reserve officers, that we 
should prefer to receive no request in the matter from the Chinese 
Government and that if we did receive such a request our attitude 
would have to be unfavorable. With regard to persons not connected 

| with the American Army or Navy, I told Mr. Tsui that this was in our 
opinion a private matter between the Chinese Government and the 
American individuals. I said that I assumed that there was not in- 
volved any question of American citizens enlisting in the combat forces 
of the Chinese Government or participating in hostilities. Mr. Tsui 
said that this assumption was correct. I then suggested that the 
Chinese Embassy might care to get in touch with Colonel Jouett of _ 
the Aeronautical Chamber of Commerce. I said also that I had heard 
that Colonel Chennault, who is employed by the Chinese Government 
as an aviation adviser and instructor, was now in this country and 
might be of some assistance to the Chinese Government and the 

| Chinese Embassy in their desire to obtain the services of properly 
qualified persons. . | 

7 M[axweitt] M. H[ammton] 
Nore: I had previously discussed this matter with Mr. Hornbeck 

who had expressed concurrence in the nature of the replies which I 
made to Mr. Tsui. 

M. M. H. 

NAVAL MEASURES TAKEN BY CHINA AND JAPAN ALONG THE COASTS 
AND IN THE RIVERS OF CHINA; EFFECT ON AMERICAN AND OTHER 
SHIPPING | 

893.811/1071 : Telegram 

Lhe Consul General at Shanghai (Gauss) to the Secretary of State 

: SHanenal, January 3, 1939—5 p. m. 
[Received January 4—8 a. m.] 

8. Abend of Vew York Times has informed us that he has been in- 
formed by three highly placed Japanese diplomatic and military rep- 
resentatives and asked to cable home a story indicating that the 
Japanese authorities had planned to reopen a portion of the Yangtze 
River in October but that the publicity given to the American protest 
of October 6 ® and subsequent publicity given to the firming of the 
attitude of the American Government has retarded partial reopening 

* Continued from Foreign Relations, 1938, vol. 1v, pp. 143-209. ” Foreign Relations, Japan, 1931-1941, vol. 1, p. 785.
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of the river since such action would appear to be yielding to American 

and British pressure. Mr. Abend also stated he ascertained that the 

Japanese are considering reopening the river as far as Wuhu some 

time this month and that the plan is to institute a system of convoys 

for foreign merchant vessels. Abend appears to be uncertain whether 

to despatch this story. 

The above is being reported as a matter of information and as in- 

dicating that the Japanese are perhaps giving serious consideration 

to the question of partial reopening of the Yangtze River. I might 

add that Captain Mitsunobu, Japanese naval spokesman at Shanghai, 

during the course of a recent conversation with a member of my staff 

mentioned that the Japanese naval authorities here are giving con- 

sideration to the reopening of the lower portion of the river to foreign 

commercial vessels.* | 

Repeated to Peiping, Chungking, Nanking and Hankow. Code 

text by air mail to Tokyo. 

| _ Gauss 

393.115/550 : Telegram , 

The Consul General at Hankow (Josselyn) to the Secretary of State 

oo Hanrow, January 17, 1939—5 p. m. 

| | | [Received January 18—7 a. m.] 

18. Japanese are requiring all small craft including foreign 

launches to obtain permits from Japanese Navy Special Service Sec- 

tion in order to move in Hankow harbor. Standard Oil Company 

have requested my advice and possible assistance in applying for per- 

mits for company’s launches, et cetera. 

In my opinion this office should not apply for permits on behalf 

of American firms nor should it advise firms to apply direct. Under- 

stand this is also British attitude. | 

Repeated to Shanghai and Chungking. 
J OSSELYN 

393.115/551 : Telegram 

‘The Secretary of State to the Consul General at Hankow (Josselyn) 

WasHineron, January 20, 1939—4 p. m. 

8, Your 18, January 17,5 p.m. The Department is of the opinion 

that it would be preferable for the Consulate General not to apply to 

the Japanese authorities for permits on behalf of American firms 

in connection with the operation of their vessels in Hankow harbor. 

It is suggested that you inform the concerned American firms, if you 

are approached by them, that while the American authorities are 

1 See also pp. 348 ff. ec Dee
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prepared to render them all practicable assistance with regard to the 
protection of their rights and interests and the conduct of their busi- 
nesses, the question of meeting the Japanese requirement is one for 
decision by them, on the basis of a realistic view of the situation, as 
the directly concerned parties. | 

793.94/14680 : Telegram | 
Lhe Consul General at Canton (Myers) to the Secretary of State 

_ | Canton, January 20, 1939—6 p.m. 
| [Received 9:30 p. m.] 

: _ 18. Reference is made to my despatch number 4, December 30 and 
my telegram No. 6, January 5, 6 p. m.2. Information given: me in 
confidence this morning by my British colleague was to the effect that, 
acting under instructions from his Government, he informed the 
Japanese Consul General on January 17 that J apanese transports 
flying the commercial flag and the transport pennant will be permitted 
in moderate numbers, upon giving 48 hours notice, to call at Hong 
Kong for the landing and taking on of passengers subject to the 
customary requirement for passports, passenger lists, et cetera. 

| Although not made as a contingent concession it is believed that 
the changed attitude on the part of the British will greatly enhance 
the prospects of an early settlement (as desired by the British) of 
the matter of the operation of fairly frequent passenger service by 
commercial vessels between the two ports pending opening of the 
river to general commercial traffic. The J apanese Consul General has 
suggested as the basis for the operation of such a service a ratio of 
one call of a British vessel at Canton to two calls of the Japanese 
transports at Hong Kong. No Japanese transports have thus far 
called in Hong Kong. By special agreement a British passenger ship 
came to Canton January 11 and returned to Hong Kong 17th. 

_ The Japanese Consul General according to my British informant 
is prepared to discuss opening of rail communications to Hong Kong 
provided a suitable formula (which will not prejudice the Japanese 
stand toward operation of railways elsewhere in China) can be found 
and exploratory conversations are expected to take place shortly. 
This change in the Japanese attitude (which has opposed early resump- 
tion of traffic on the Kowloon—Canton Railroad) may have been in- 
duced by realization that the line could be used for many months only 
for passenger traffic due to demolition of bridges. 

Repeated to Chungking, Peiping, Shanghai. Shanghai please 
repeat to Embassy at Tokyo. 

Myers 

*Neither printed. ae Po
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893.811/1080 : Telegram 

The Consul General at Shanghai (Gauss) to the Secretary of State 

SHanewal, January 24, 1939—8 p. m. 

[Received January 25—7: 45 a. m.] 

70. Lreturned yesterday afternoon from my trip with the Admiral * 

to the Yangtze River ports of Chinkiang, Nanking and Wuhu. The 

trip was without incident. There are numerous military transports 

and supply ships passing up and down the river, there are huge stores 

of military supplies at the several ports, but no troop movements were 

noted. The Japanese garrisons at the river ports and towns are 

understood to be small and they seldom venture far outside the ports. 

Lines of communication from the ports to interior places are under- 

stood to be subject to frequent interruption. In short, while the 

Japanese forces hold the river and the towns and ports on the river 

they have not penetrated deeply into the country off the main lines of 

communication, the interior of the area has largely been shut off from 

ready access to the towns and ports, and the situation is more or less 

at a standstill. | 

9. Chinese are gradually returning from the countryside to the 

towns and ports and the population is now estimated at about two- 

thirds of normal at such places. Many have returned because of lack 

of means longer to support themselves in the interior; others, because 

of the increasingly disturbed conditions in the countryside due to 

bandit and guerrilla operations. Puppet municipal regimes under 

Japanese supervision have been set up and are commencing to function a 

and to provide limited police and other services. Shops and minor 

business activities are resuming on a small scale; but there is no sub- 

stantial trade and the residents of the ports are living a more or less 

hand to mouth existence. Communications with interior places are 

disrupted or restricted, there is little outward movement of crops, and 

practically no inward movement of stocks for sale. At Nanking and 

Wuhu there are a number of small Japanese shops established with 

stocks of cheap Japanese goods, no thriving trade and there is little 

evidence of commercial activity or preparation on the part of the 

Japanese or the Chinese looking to early operations on a substantial 

scale at the river ports. 

3. Outside of our officers and two American Oil Company repre- 

sentatives at Nanking, the Americans resident at the three ports 

visited are missionaries engaged principally in medical work and 

refugee relief activities, other mission work having largely been sus- 

pended. There are about 20 adult Americans at Chinkiang and 22 at 

Wuhu. At Nanking there are about 46. They must have Japanese 

military passes to reside and to come and go outside the ports but they 

2 Adm. Harry E. Yarnell, Commander in Chief, U. S. Asiatic Fleet.
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are generally free to move about within the non-military areas of the 
ports and to carry on their mission work without interference. There 
have been occasional minor instances of friction with the Japanese 
but on the whole the situation is stated to have improved and is now 
not unsatisfactory. 

4. While there appears to be no good reason why foreign. flag 
merchant vessels should not be permitted to ply at least as far as Wuhu 
and perhaps up to Hankow, I am convinced that it will be many 
months before it will be possible to carry on trade in any substantial 
volume on the river. The military situation in the vast areas back 
of the river ports and towns must be solved before crops can move 
freely from the interior to the ports and stocks be distributed through- 
out the areas back of the ports. Even if trade with the river ports 
were now permitted it would be a small trade with communities lead- 
ing a more or less hand to mouth existence. I do not believe that 
foreign firms would find it advisable to move any large stocks to the 
river ports or to try to distribute them from such ports further into 
the interior. | 

5. Reports on conditions in the interior areas are conflicting. There 
are indications that in some sections so-called guerrilla operations have 
degenerated into bandit activities. Competent observers comment on 
the fact that the reportedly large guerrilla forces left in the area 
behind the Japanese lines in this area have apparently inflicted so far 
little damage on the Japanese positions, lightly held and vulnerable. 

By mail to Tokyo and Tokyo [Peiping?]. . 
| Gauss 

893.811/1092 : Telegram | 
Lhe Consul General at Canton (Myers) to the Secretary of State 

Canton, February 5, 1939—4 p. m. 
[Received February 5—2 p. m.] 

21. ‘The Pearl River has been closed as from February 3 on account 
of military operations. This action which prevents movement of 
gunboats between Canton and Hong Kong may it is surmised indicate 
the withdrawal of some local Japanese units from this area for use 
in operations against Kwangsi Province or the initiation of minor 
operations in the delta. The recent Japanese occupation of Weichow 
Island in Gulf of Tongking would seem to lend weight to first 
possibility. 

Indications are that the river will be opened on or about February 10. 
Repeated to Chungking, Peiping, Hong Kong. 

Myers
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893.811/1096 : Telegram | | 

The Consul General at Canton (Myers) to the Secretary of State 

| Canton, February 10, 1939—6 p. m. 

a [Received February 10—10: 32 a. m. | 

99. Reference my 21, February 5,4 p.m. The Pearl River was 

reopened for movement of foreign warships as from this morning. 

The landing of Japanese troops on Hainan * seems to explain closure 

of the river. 
Repeated to Chungking, Peiping. | 

Myers 

793.94/14708: Telegram / 

The Consul General at Shanghat (Gauss) to the Secretary of State 

| | Suanewal, February 16, 1939—1 p. m. 

| [Received February 16—10: 55 a. m. | 

194. A letter dated February 15, addressed by the Japanese Consul 

General to the Senior Consul quotes the following notice received by 

him from the Japanese naval authorities: | 

“The Imperial Japanese Navy has decided to start. shortly an op- 

| eration at Haimen at Taichow Bay, Chekiang Province, and its vi- 

cinity. It is therefore requested that all the vessels of third powers 

now at or near Haimen should evacuate by sunset on the 17th of 

February 1939 to a distance sufficient to avoid danger, at least outside 

a radius of 30 nautical miles of Haimen. | | 

~ The Imperial Japanese Navy will not hold themselves responsible 

for any loss or damage sustained by any vessel remaining within the 

aforesaid region after the specified time.” | : 

Interested American firms notified. 

Repeated to Chungking, Peiping and Tokyo. 
Gauss 

793.94/14748 : Telegram 

The Consul General at Canton (Myers) to the Secretary of State 

| Canton, February 25, 1939—10 a. m. 

[Received February 25—2 a. m.] 

39 In notification dated February 23 to the Senior Consul at Can- 

ton the Japanese Consul General stated 

“that military operations are now under way in the area in and 

around Hoihow, Hainan Island, and therefore it is requested that 

not only merchant vessels but warships of third powers refrain from 

entering the port of Hoihow for some time. 

* See also pp. 103 ff. So
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If, however, there arises any special necessity for a warship to enter 
the said port, at least 48 hours previous notice is requested to be given 
to the appropriate Japanese authorities for agreement, notifying them 
the proposed date, and time of arrival at and sailing from the said 
port together with any such special reasons for doing so. 

I have further the honor to state that the third power warships entering the port of Hoihow must do so at their own risks.” 
| Repeated to Chungking, Peiping, Hong Kong. 
Hong Kong please inform Comsopat.® | a | 

793,94112/280 : Telegram 

Lhe Consul at Tsingtao (Sokobin) to the Secretary of State a 

- 'Tstnerao, March 2, 1939—2 p. m. 
oe | _ [Received March 2—7:30 a. m.] 
41. Referring to my telegram 21, dated January 30, 9 a. m.,* this 

Consulate has just received from the J apanese Consulate General a, 
letter reading as follows: Oo oo, ae 

“At the instance of the Japanese authorities, I hasten to inform you that it has become peremptory from the necessity of naval op- erations to request all the vessels of the third powers to stay away from the district within a radius of 40 nautical miles of the mouth of the _ Sheyang River, Kiangsu Province, by sunrise of the 4th March 1939. Tt has also to be made clear beforehand that the Japanese Navy is not in a position to take responsibility for any loss or damage that may be caused to the vessels of the third powers by disregarding, in- tentionally or otherwise, the above mentioned warning. | “TI have the honor therefore to request you to be so inclined as to transmit the above information to the interested parties under your Jurisdiction.” | 

| Shanghai please inform Commander-in-Chief. 
| SoKoBIn 

893.811/1105 : Telegram 

The Consul at Hankow (Jarvis) to the Secretary of State 

_ _Hanxow, March 20, 1939—3 p. m. 
[Received March 20—8 p. m.] 

65. Japanese controlled vernacular press reported March 15 joint 
promulgation by Japanese Navy and Army Special Service Sections 
of regulations controlling navigation on Yangtze between Hukow, 
Kiangsi, and Yochow, Hupeh, on Han up to Hanchuan and on Poy- 

> Commander, South China Patrol, U. S. Asiatic Fleet. 
*Not printed.
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ang Lake. Navy. prohibited all vessels, including even sampans, 

unless provided with a permit issued by Navy and Army Special 

Service Sections. Violation of provision requiring permit punish- 

able by confiscation of vessel and cargo. Garrison units responsible 

for inspection of vessels. Permit application procedure established 

for Japanese and Chinese but not other nationals. SO 

Repeated to Chungking, Peiping, Shanghai. | 

| _ J ARVIS 

793.94/14845 : Telegram 

- The Chargé in China (Peck) to the Secretary of State 

CHUNGEING, March 29, 1939—2 p. m. 

| | [Received 11:40 p. m.] 

993. Following is Embassy’s translation of a [note] from the Min- 

istry of Foreign Affairs dated March 28 and received today: 

“The Ministry of Foreign Affairs presents its compliments to the 

American Embassy and has the honor to state that it has received a 

communication from the Military Affairs Commission to the effect 

that Japanese naval vessels are constantly creating disturbances in the 

Haimen region of Chekiang Province, thus rendering it impossible for 

merchant vessels to pass, that, in order to avoid incidents, the area was 

blocked beginning March 26, and that warships and merchant vessels 

of all nationalities are not permitted to proceed thereto. 

~The Ministry, in inditing this note for the Embassy’s information, |. 

has the honor to request that the American Embassy instruct all war- 

ships and merchant vessels under its jurisdiction to take note.” 

Shanghai and Hong Kong please communicate the substance of 

foregoing to appropriate American naval authorities and shippers. 

Sent to Shanghai, Hong Kong. Repeated to Peiping, Foochow. 
| | Peck 

893.811/1114 

The Consul General at Shanghai (Gauss) to the Secretary of State 

No. 18 Nanxrne, April 3, 1939. 

| [Received May 8.] 

Sie: I have the honor to refer to the general question of Japanese 

monopolization of commercial shipping on the Yangtze River, and to 

give below certain information which has become available with re- 

spect to the control being enforced, under Japanese direction, over 

all nonsteam craft engaged in transport services on the Yangtze River, 

over lighters operating in the several harbors along that river and over 

the harbor facilities of those several river ports. Of interest in that 

connection is the clear indication that the control thus exercised is 

278040—55—50
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conceived for the express purpose of fostering Japanese shipping on 
the Yangtze River. — : a 
‘There is enclosed a translation’ of a mimeographed document in 

Japanese which purports to describe the organization, functions and 
objectives of the “Nanking Transport Company”. A survey of that 

_ document indicates that the following principal objectives were en- 
visaged through the organization of the company : | - | 

1. Strict supervision over sailing craft on the Yangtze River with a 
view to preventing their operation from offering competition to Japa- 
nese steamship services. oO 

2. Relegation of sailing craft on the Yangtze River to the role of 
feeders to the principal ports, beyond which, Japanese steamship 
services are available. | 

| 3. Preventing any assistance being given to hostile Chinese forces by 
Chinese-owned or -operated sailing vessels. 

4. Control for the benefit of Japanese shipping of river harbor 
facilities, including cargo lighters, warehouses and wharves. __ 

According to a Japanese representative of the firm, the aforemen- 
tioned document was prepared some months ago when the firm was 

| being organized. He added, however, that the organization, functions 
and objectives of the firm remain substantially unchanged although __ 
certain adaptations to prevailing circumstances have been found neces- 
sary. According to the company representative, the firm is now oper- 
ating in the section of the Yangtze River between Shanghai and Wuhu 

| although the ultimate expansion of its sphere of activities to Hankow 
is definitely contemplated. He explained that so far emphasis has 
been laid principally upon the supervision and control of the move- 
ments of sailing craft which continue to be operated by their Chinese 
owners and he intimated that the imposition upon those craft of license 
fees or fees for supervision was being found necessary to defray 
expenses incurred by the organization in the performance of its 
regulatory functions. 

It was admitted by the representative of the Nanking Transport 
Company that there exists a close relation between his organization and 
the (Japanese) Nisshin Kisen Kaisha (which latter shipping firm 
has operated extensively for many months on this part of the Yangtze 
River). It has not been ascertained, however, whether this is tanta- 
mount to complete dictation of policy and control over the activities 
of the Nanking Transport Company by the J apanese shipping firm, 
for the latter’s benefit, or whether some measure of autonomy has been 
retained by the Nanking Transport Company. 

While the avowed purpose in organizing the Nanking Transport 
Company was to foster the development of J apanese shipping enter- 
prise on the Yangtze River, it cannot be foreseen with any certainty 

"Not printed.
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how its operation will ultimately affect river shipping. The apparent 

intention to concentrate more completely in Japanese hands control 

of all shipping facilities through the elimination of competition 

from even the typically native Chinese shipping enterprise, appears 

to offer little encouragement for the view that a voluntary relaxation 

of the Japanese commercial shipping monopoly on the Yangtze River 

is being seriously contemplated. Moreover, it will be a matter of the 

greatest economic significance, to all parties interested in the com- 

mercial life of this area, if an effective Japanese monopoly of all 

transport facilities leading into and out of the Yangtze basin is 

achieved. | 

It has not yet been learned in what manner sanction has been ob- 

tained from either the Japanese authorities or the Japanese-spon- 

sored Chinese regimes in this area for the exercise of the large 

regulatory powers contemplated in the organization of the Nanking 

Transport Company. It may be safely assumed, however, that such 

official sanction must precede the application of the contemplated — 

measures of control, or that the actual impetus for the establishment 

of the organization comes from official sources. 

Respectfully yours, For the Consul General at Shanghai: 

: O. EpMuND CLUBB 

American Consul 

798.94112/289 : Telegram 

The Chargé in China (Peck) to the Secretary of State 

CuuncKine, [undated. | 

[Received April 12, 1939—4:30 a.m.] 

Following is Embassy’s translation of note from the Ministry of 

Foreign Affairs dated April 10, received night of April 11. 

“The Ministry of Foreign Affairs has received a communication 

from the Military Affairs Commission stating that the harbor of 

Ningpo in Chekiang Province has been closed to shipping, that Chinese 

and foreign vessels are forbidden to enter or leave the port and that 

this prohibition may not be relaxed without orders from the Commis- 

sion. The Ministry requests that the American Embassy take note of 
this communication and transmit it to all American naval and mer- 

chant vessels.” 

Sent to Shanghai. Repeated to Commander in Chief, Canton, Foo- 

chow, Amoy and Swatow. 
PrEck
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893.811/1115 : Telegram | 

The Chargé in China (Peck) to the Secretary of State 

| | CuuncKine, May 10, 1939—4 p. m. 
| | [Received May 10—10 a. m.] 

822. The Embassy has today received a note from the Foreign 
Office quoting a communication from the Military Affairs Commis- 
sion to the effect that the mouth of the West River in Kwangtung has 

. been closed and that the entrance and exit of Chinese and foreign 
vessels is prohibited. | | — 
Repeat to Embassy at Peiping, Canton, Hong Kong. Latter please 

notify American naval authorities and shippers at Canton and Hong 
Kong. oe | | 

| | — | PECK 

793.94112/248 : Telegram | | | 

Lhe Consul at Foochow (Rowe) to the Secretary of State : 

| = Foocuow, May 23, 1939—11 a. m. 
- [Received May 23—10: 34 a. m.] 

The presence at Sharp Peak anchorage of two Japanese armed 
trawlers, estimated 100 tons carrying around 40 men, has suspended 
all shipping for the past few days. Formerly they would appear and 
depart after a short time but since May 16 they have remained for 
periods of as long as 48 hours one relieving the other and have fired 
upon lighters and tugs. Even foreign launches have not ventured 
beyond the barrier during their presence and it has been impossible 
to engage Chinese lighter owners and coolies. Several ships have 
waited days and departed without loading and mails have been held 
up since May 20. Local businessmen are fearful of completely closed 
port. | 

Sent to Peiping. Repeated to Chungking, Shanghai. © | 
| Rowe 

793.94112/252 : Telegram 

Lhe Consul General at Shanghai (Gauss) to the Secretary of State 

SHANGHAI, June 1, 1939—6 p. m. 
[Received 6: 44 p. m.] 

451. At Japanese press conference on May 29 Japanese naval spokes- 
man is reported to have intimated that in all probability no more 
foreign vessels would be stopped and boarded unless they “looked 
suspicious”. The spokesman is further reported to have linked up 
recent Japanese boarding of foreign ocean liners, including one Ger- 
man vessel, with the alleged abuse of foreign flags and Japanese here
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are reported to have officially complained to the French Embassy office : 

here regarding alleged instances in which the French flag was misused. 

Similar complaints are to be made to the British and American 

authorities the spokesman is reported to have said. 

At the same conference it was announced that effective June Ist 

five small ports in the Yangtze delta, one in Chekiang and three in 

Fukien would be closed to shipping and that the Shanghai customs 

would not issue clearance papers for these ports. The spokesman 

denied that this was a blockade but stated these ports had been closed 

to prevent supplies reaching Chinese guerrillas. It is learned from 

the British Consulate General here that on instructions issued by the 

Japanese Deputy Commissioner but without the authorization of the 

British Commissioner of Customs, clearance papers have been refused 

to a British vessel to proceed from Shanghai to one of the Yangtze — 

delta ports closed by the Japanese. British authorities are reporting 

the matter to London. 
| 

Repeated to Chungking, Peiping. Air mail to Tokyo. 

| | | Gauss 

793.94112/253 : Telegram 
: 

The Consul at Foochow (Rowe) to the Secretary of State. 

| Foocuow, June 3, 1939—5 p. m. 

| [Received 9:25 p. m. | 

Reference my despatch No. 84, May 29, 1939 to the Embassy.* 

Tentative agreement between the Japanese and British senior naval 

officers present for permitting movement of British launches and 

lighters at Sharp Peak under certain conditions has been abrogated 

by the Japanese. Moreover, probably because the British approached 

the Japanese before consulting the Chinese naval authorities in the 

matter, Admiral Li Shih Chia, commanding at Mamoi, has refused 

all applications for permits to pass the barrier. Recently Jardine 

launch bearing a number of foreigners including three American 

passengers for Shanghai was stopped by Chinese rifle fire and forced 

to turn back. 
As a result the port has been entirely closed for a week. At one 

time there were 15 ships waiting outside but most of them have de- 

parted without discharging or taking on cargoes. There has been no 

incoming mail since May 24 but efforts are being made to send out- 

going mails overland by foot to Swatow and Ningpo. 

Local shipping agents have cancelled all sailings. Increasing num- 

* Not printed.
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ber of Americans and other nationals desiring passage and some cases _ 
are urgent. a . | | | 

Sent to Peiping. Repeated to Chungking, Shanghai. — | 
| | | | Rowe 

793.94/15108: Telegram | | : 7 | 
The Consul General at Shanghai (Gauss) to the Secretary of State 

| - Suaneuat, June 21, 1939—4 p. m. 
a [Received June 21—7 a. m. | 
519. Japanese Consul General has today communicated to Senior 

Consul for information of consular representatives a notification also 
dated today from Commander in Chief of the China Seas Fleet read- 

- Ingas follows: — | | 

| “The Japanese naval authorities have decided to start operations on 
June 2ist, 1939 at Swatow, Kwantung, and its vicinity. It is re- 
quested, therefore, that appropriate measures be taken so that all the 
nationals and vessels of third powers at or near Swatow may evacuate 
to places sufficiently distant to keep off the areas of operations and 
that vessels of third powers may not approach to that port.” | 
Letter from Japanese Consul General continues as follows: 
“Furthermore the Imperial Japanese naval authorities wish to draw 

the attention of third power authorities to the communications the 
Japanese Minister for Foreign Affairs addressed to the representa- 
tives of third powers at Tokyo under date of June 30th [20th ],? Octo- _ ber 12th * and November 7th, 1938.” # 

Repeated to Chungking, Peiping, Swatow and Hong Kong. By air 
mail to Tokyo. Hong Kong please inform United States naval 
authorities. | | 

| Gauss 

811.30 Asiatic Meet /763 : Telegram | | 

Lhe Consul General at Shanghai (Gauss) to the Secretary of State 

SHANGHAI, June 22, 1989—3 p. m. 
[Received June 22—10:25 a. m.] 

520. Reference my No. 519, June 21, 4 p.m. Ihave received the fol- 
lowing message from the Commander-in-Chief, United States Asiatic 
Fleet and have communicated it to the J apanese Consul General with 
the request that he inform the senior J apanese naval authorities: 

*See note No. 18 Go, Asia I, June 20, 1938, Foreign Relations, Japan, 1931- 1941, vol. 1, p. 602. 
“See telegram No. 664, October 13, 1938, 4 p. m., from the Ambassador in Japan, ibid., p. 623. 
* See note No. 41 Go, Asia I, ibid., p. 628.
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“Please inform Japanese Consul General and request that he inform 

senior Japanese naval authorities that the paramount duty of United 

States naval vessels is the protection of American citizens and will go 

wherever it is necessary at any time to carry out that mission and will 

remain in such places as long as American Citizens are in need of pro- 

tection or assistance. Every effort will be made to avoid interference 

with Japanese operations consistent with the above mission. The 

Commander-in-Chief cannot accept the statement that the Japanese 

authorities cannot take any responsibility for damages incurred if 

vessels not withdrawn. It 1s not considered that this warning relieves 

the Japanese authorities in the slightest degree of responsibility for 

damage or injury to United States naval vessels or personnel.” 

Repeated to Chungking and Peiping. By air mail to Tokyo. | 

| : Gauss 

793.94/15130 : Telegram | | | | / 

The Consul at Swatow (Young) to the Secretary of State 

| Swarow, [June 27, 1939—9 a. m.?] 

[Received June 26—11: 05 p. m. | 

30. The commanding officer of the U. S. S. Pillsbury has been noti- | 

fied by the senior Japanese naval officer in Swatow that Japanese naval 

forces are commencing operations today against Wenchow and Foo- 

chow and that all third power vessels are requested by the Japanese 

authorities to leave those areas by noon, June 99th, notification re- 

ceived specifies certain harbor areas which will be blockaded or become 

otherwise dangerous after time specified. Responsibility for damage 

to third power vessels if orders to depart not carried out disclaimed by 

Japanese. Third power nationals are requested to seek refuge else- 

where as soon as possible. 

Repeated to Chungking, Peiping, Shanghai, Foochow. 
Youne 

793.94/15136 : Telegram 

The Consul General at Shanghai (Gauss) to the Secretary o f State 

| SHANGHAI, June 27, 1939—6 p. m. 

[Received June 27—10: 35 a. m.] 

546. Reference my No. 541, June 27, noon.” As the Japanese notifi- 

cation announced that military operations at Foochow and Wenchow 

would commence today, I have deemed it desirable to inform my Jap- 

anese colleague immediately of the American position as set out in 

2 Not printed ; it reported in substance the same information given in telegram 

printed supra.
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previous instructions from the Department. I have therefore ad- 
dressed him a letter under today’s date stating as follows: 
“The statement of your naval authorities has been communicated to the appropriate officers of the American Government. An effort is | also being made to communicate with the American citizens at Wen- chow, in my Consular District, in order that they may take such pre- cautions as may be possible for their safety. 
I must inform you, however, that the notification of your naval authorities cannot be accepted as in any way relieving those authori- ties or the Japanese Government of full responsibility for any injury to American nationals or damage to American vessels or property. American nationals and American property lawfully located in China possess certain well recognized rights which are in no way altered by the circumstances of the present conflict. American citi- zens at Foochow and Wenchow are under no obligation to withdraw from those places, and such withdrawal in any case might be found to be impossible. American property in areas which are made, or are | about to be made, theatres of military operations can in most cases not | be removed. This is obviously the case in regard to real property. In order to safeguard American lives and interests precautionary measures were voluntarily advised by American Consular officers some- time ago. However, regardless of whether American nationals do or do not take such precautionary measures, the obligation rests upon the Japanese authorities to exert the utmost precaution to the end that American nationals and American property shall not be injured by Japanese military operations.” - 

Repeated to Chungking, Peiping and Foochow and to Tsingtao to inform Commander-in-Chief. Air mail Tokyo. | 
| — Oo - Gauss 

793.94/15145 : Telegram 
| 

Lhe Consul at Amoy (MacVitty) to the Secretary of State 

Amoy, June 28, 1939—6 p- m. | [Received June 28—2: 20 p. m.] 
62. With reference to the J apanese notice regarding evacuation of foreigners, and the proposed blockade of Foochow, Captain Stapler, Commandant United States South China Patrol has requested Ad- miral Mita ™ to inform Vice Admiral Kondo in command J. apanese Naval Forces South China that: in view non-declaration of war be- tween China and Japan, the contemplated blockade is illegal under international law and the proposed action therefore cannot be ac- cepted. Further, should it become necessary at any time to send naval vessels for the protection of Americans, the responsibility for any damage to United States ships will rest with the J apanese, 

MacVirry 
“Chief of Amoy Liaison Office, Japanese Asia Promotion Board.
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793.94/15145 : Telegram OO | | an ae 

The Secretary of State to the Consul at Amoy (MacVitty) | 

| WasHINGTON, July 1, 1939—3 p. m. | 

21. Your 62, June 28, 6 p.m. The Department notes that in your 

telegram under reference there is given in specific terms the reason 

for the Commander of the South China Patrol’s nonacceptance of the 

premise of the Japanese communication, and that the Commander of 

the South China Patrol in his message 0027-2359 to the Commander _ 

in Chief, which the latter approved in his 0028-0945,4 the Com- 

mander of the South China Patrol states his reason in general terms. 

It seems to the Department preferable that a statement of reasons 

be couched when practicable in general rather than in specific terms. 

If you have not already done so please repeat your telegram under 

reference to the American Embassy at Chungking and Peiping. | 

- Repeated to Chungking and Peiping. — OO : 

| . 7 Hor 

793.94/15161 : Telegram | | oe 

The Consul General at Shanghai (Gauss) to the Secretary of State 

- | Suanenat, July 4, 1939—1 p. m. 
| | [Received July 4—4 a. m. | 

860. My 519, June 21, 4 p.m. The Japanese Consul General has 

communicated to the Senior Consul for information of consular repre- 

sentatives and additional notification dated July 1st from the Japanese 

naval authorities outlining the procedure governing the entry of third 

power vessels into Swatow. | Se 

1. “The third power vessels is [ave?] admitted to the harbor of 

Swatow, so far as circumstances of military operations permit, at the 

rate of approximately once in a week. Third powers, whose residents 

in Swatow are small in number, are requested to take advantage of 

the vessels above referred to, refraining from despatching their re- 

spective vessels.” 
2. “Only mails and provisions are allowed to be discharged. at 

Swatow.” 
3. “Vessels thus calling should apply at least 24 hours in advance 

for the consent of the senior staff officer of the local fleet.” 

4. “Hours of stay in the harbor should be minimum required and 

their movements in the harbor should be strictly in compliance with 

the indications given by the naval authorities on the spot.” 

I understand there are no American merchant vessels accustomed 

to call at Swatow and accordingly am taking no action here. 

United States naval authorities here being informed. 

“Not printed. |
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Repeated to Peiping, Chungking, Hong Kong and Swatow. Air- 
mail to Tokyo. | | | | 

Gauss 

793.94/15201 : Telegram | oo 
The Consul General at Shanghai (Gauss) to the Secretary of State® 

SHANGHAI, July 12, 1939. 
| [Received July 12—8:35 a. m.] 

591. Japanese Consul General has today communicated to Senior 
Consul for information of Consular representatives a notification 
dated July 11th from Commander-in-Chief of the J apanese China 
Seas Fleet, reading in part as follows: . 

“The Japanese Navy Forces will start military operations against 
Chunchow, Tungshan and Chaoanhsin (all in Fukien) on Saturday 
the 15th July 1939 at 8 a.m. (Japan time). It is requested therefore 
that third power vessels, including men-of-war, to leave these harbors 
by the time the operations commence. From that time the entrance 
to each of the harbors above referred to will be closed by means of: 
obstacles and dangerous objects for the necessity of military opera- 
tions, so that passage into or out of the harbor will become impossible 
after that hour. The Japanese authorities cannot assume any respon- 
sibility for losses, either directly or indirectly, that might be suffered 
by vessels remaining in the harbors after the said hour. 

“Since the areas in the vicinity of each of the above harbors will 
become zones of hostilities, third power nationals residing in the said 
areas are hereby requested to evacuate as soon as possible.” 

As the American position in regard to notifications of this nature 
has been made clear to the Japanese authorities on several occasions, I 
am not replying to the Japanese Consul General’s communication but 
am informing Swatow, Foochow, Amoy and the American naval au- 
thorities here. 

Sent to Swatow, Foochow, Amoy, repeated to Chungking, Peiping, 
by air mail to Tokyo. 

Gauss 

793.94/15245 : Telegram 

Lhe Consul General at Canton (Myers) to the Secretary o f State 

Canton, July 22, 1939—1 p. m. 
[Received July 22—12: 43 p. m.] 

80. The Japanese Consul General has informed me that the Pearl 
River will be closed to all navigation, due to military reasons, for about 

* A number of similar telegrams were later received from the Consul General 
at Shanghai reporting other Japanese notifications of military operations with 
warnings against vessels remaining in specific water areas. In each case the 
Consul General stated that as the American position regarding operations of 
this nature had already been made clear, no reply would be made unless he were 
instructed to do so.
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2 weeks probably from night of July 24. Mindanao has been 

informed. 
There is reason to believe the military operations indicated will 

take place in the West River and Pear] River deltas as there has been 

considerable fighting in that general area recently. Repeated to 

Chungking, Peiping, Hong Kong. | 

| | MvYeErs 

793.94/15261 : Telegram 

The Consul General at Shanghai (Gauss) to the Secretary of State 

SHANGHAI, July 28, 1989—4 p. m. 
| [Received July 28—10 a. m.] 

661. Japanese Consul General has communicated to Senior Consul 
a letter dated July 27 referring to previous communications on behalf 
of the Japanese naval authorities which requested that third power 
vessels leave the various harbors in South China where military opera- 
tions were to be started and stated that the Japanese there to *” were 

to be closed after scheduled hours. The letter continued: | 

“T have the honour to state that I have been informed that judging 
from the experiences on the spots not a few third power vessels appear ) 
to have not ven well informed of the notifications above referred to. . 

I have the honour therefore to bring to your notice a list of those . 
harbours thus closed: Foochow, Wenchow, Chunchow, Tungshan, | 
Chaoan, Shani, Hinghwa, Santuao, Loyuan, Shacheng. 

I shall be grateful if you will be good enough to bring the above to | 

the knowledge of our interested colleagues so that they may be able to 
notify again their respective nationals collectively.” 

As the American position in regard to notifications of this nature has 

been made clear to the Japanese authorities on several occasions, I shall 

not reply to the Japanese Consul General’s communication unless 

instructed to do so. | 
I have sent a copy of the Japanese Consul General’s letter to the 

Commander-in-Chief. 
Repeated to Chungking, Peiping, Foochow, Amoy and Swatow; by 

airmail to Tokyo. 
Gauss 

18 United States gunboat of the South China Patrol, U. S. Asiatic Fleet. 
* Sentence apparently garbled at this point.
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893.811/1125 : Telegram oe | 

The Consul General at Canton (Myers) to the Secretary of State 

oo | | Canton, August 6, 1989—11 p. m. 
| _ [Received August 6—10: 20 a. m.] 

91. Reference my 80, July 22,1 p.m. According to a notification 
from the Japanese Consul General, the Pearl River will be reopened 
to navigation as from August 7 under the same conditions as existed | 
prior to its closure on July 27. 
Repeated to Chungking, Peiping, Hong Kong. 

798.94/15826 : Telegram a 
The Consul General at Canton (Myers) to the Secretary of State 

- Canton, August 26, 1939—6 p. m. 
a [Received August 26—5: 56 p. m.] 

: 104. Reference my 102, August 23. Today the press carried a, re- 
port that a meeting of local merchants will be held August 28 for the 
purpose of discussing a blockade of Shameen and Hong Kong and 
that the decision of the meeting will be submitted to the local authori- 
ties for appropriate action. | | 

This morning a member of the staff of the Japanese Consulate 
General called and in referring to press reports in regard to the tak- 
ing of precautionary measures at Hong Kong, particularly the evacua- 
tion of women and children, inquired whether this office had received 
instructions regarding the evacuation of Americans from Canton. I 
replied in the negative but mentioned the existence of standing in- 
structions relative to advising Americans to remove from danger 
zones. In response to my inquiry in regard to press reports of a pos- 
sible blockade of Shameen he said that he felt certain that the local 
Chinese and Japanese authorities (the military authorities were not 
mentioned) are opposed to such a step but that the holding of the 
meeting would probably not be interfered with. | 
During the conversation he referred to the situation in Europe and 

the signing of the German-Soviet Pact * and indicated that the Japa- 
nese position had been altered as a result of recent developments and 
that although the Consulate General had received no instructions in 
the matter he felt that Japan would remain neutral in any eventuality. 

In the light of the above and of available information in regard to 
recent developments I am inclined to the view that no blockade of 

* Not printed. 
” See pp. 1 ff. ; for text of the German-Soviet Pact, signed at Moscow, August 23, 

see Department of State, Nazi-Soviet Relations, 1931-1941, p. 76.
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Shameen is intended and that anti-British agitation in this area is 

likely to decrease. a, - 

Repeated to Chungking, Peiping, Hong Kong. 

898.811/1186: Telegram 7 

The Consul General at Hankow (Spiker) to the Secretary of State 

| | - Hawxow, October 19, 1939—9 a. m. 

| [Received 10:15 a. m.] 

947. Reference Department’s telegram No. 30, February 9, noon to 

Tokyo and subsequent correspondence concerning Japanese restric- 

tions upon navigation on the Yangtze. I have just been reliably in- 

formed in strictest confidence that on September 29 last, Japanese 

transport carrying troops and few foreign travelers was fired upon 

by Chinese artillery at a point about 20 kilometers west of Wuhu. 

Three soldiers were killed outright, 12 fatally wounded and 20 others 

received less serious wounds from shellfire. One non-American pas- 

senger was slightly wounded. | a 

This isolated case in support of Japanese contention that river un-— | 

safe for foreign commerce has only just been notified to this office in 

strictest confidence since all passengers were required to sign supple- 

mental undertaking not to disclose anything heard or seen while en 

"route. This Consulate General has received no definite information 

concerning any other cases of effective attacks on steamers during 

recent months. | | a , 

Repeated to Chungking, Peiping and Shanghai. | oo 
SPIKER 

893.102F'/7 : Telegram 
oe, 

The Consul at Foochow (Ward) to the Secretary of State 

| | Foocuow, November 15, 1989—noon. 
[Received November 15—8: 56 a. m.] 

On the basis of a Foreign Office appeal from the foreign firms, 

hospitals, missionary institutions, and individual residents of Foochow 

addressed to myself and the British Consul that we place before our 

respective Embassies desirability of arrangement under which one or 

two foreign ships might call at Sharp Peak monthly to discharge 

essential medical and other supplies and to transport passengers, this 

Consulate informally broached the proposition to Admiral Li Shih- 

chia, who is charged with the defense of the Min River entrance; 

it was transmitted to the provincial and by them to the central authori- 

» Ante, p. 360.
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ties, and the admiral has today informed me that the latter have 
| approved the request that two foreign ships be permitted to call at | 

Sharp Peak each month. a - 
Although ships are now calling at fairly regular intervals at San- 

tuao, the port is difficult of access, the service is inadequate, and liable 
to suspension at any time; the foreign community remains without 
essential supplies: there is, for instance, a malarial epidemic in Foo- _ 
chow at the present time, and quinine is almost unprocurable at any 
price. It is submitted as the opinion of this office that it is deeply to 
the interest of the American residents of this area that this plan be 

| instrumented, and I have respectfully to recommend that if the Em- 
bassy perceives no objection, Japanese authorities be asked to place 
no obstacle in the way of its realization. I have informed British 
Consul of Chinese Government’s accession, and he is also communi- 
cating in the above sense with British Embassy. _ 

Sent to Peiping. Repeated to Chungking and Shanghai. 
Warp 

798.94/15544: Telegram _ CO 

Lhe Consul General at Canton (Myers) to the Secretary of State 

Canton, December 15, 1939—6 p. m. 
[Received December 15—1 : 38 p. m.] 

155. Reference my 151, December 9,1 p.m. Today the J apanese 
Consulate General informed me that owing to military necessity the 
West River and its branches will be closed to navigation from the 15th 
to the 31st and that the Pearl River will be similarly closed from the 
17th to the end of the month. 

It is thought that this step is the precursor of a considerable troop 
movement and a push either up the Canton-Hankow Railway which 
the Japanese have been feverishly repairing recently and along which 
military operations are continuing to occur, or up the West River 
in the direction of Kwangsi, the former appearing to be the more 
likely development. Nevertheless it is possible that the main objec- 
tive of these operations is Kwangsi. 

Repeated to Chungking, Peiping, Hong Kong. 
MYERS 

793.94112/281 : Telegram OO 

The Consul General at Shanghai (Lockhart) to the Secretary of State 

SHANGHAI, December 18, 1939—4 p. m. 
[Received December 19—1:50 a. m.] 

1115. Japanese Consulate General informed this office orally this 
afternoon that the Japanese Navy and Military will permit the navi- 

= Not printed.
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gation of the Yangtze by third power commercial shipping as far up 
: as Nanking in the near future under regulations to be announced later. 

Repeated to Peiping, Chungking, Tokyo and Nanking. | 
LocKHART 

793.94112/282 : Telegram 

 -LPhe Consul General at Shanghai (Lockhart) to the Secretary of State 

SHaneHat, December 19, 1989—6 p. m. 
. [Received 7:10 p. m.] 

1122. Reference my 1115, December 18,4 p.m. The following is 
the statement issued yesterday afternoon by the Japanese military 
and naval authorities at Shanghai on the reopening of the lower 

Yangtze: 

_[“]Conditions along the lower Yangtze River have, of late, permit- 
ted a gradual relaxation of the absolute military requirements which 
have necessitated the closure of the river. 

In view of the above and in order to meet this situation, the Japanese 
military and naval authorities in the field have decided to launch var- 
ious preparations with a view to reopening the Yangtze below Nan- 
king, subject to restrictions necessitated by military requirements and 
by measures for the maintenance of peace and order.” 

Repeated to Peiping, Chungking and Nanking, by airmail to Tokyo. 
: | : -LockHart 

%93.94112/287 : Telegram 

The Ambassador in Japan (Grew) to the Secretary of State 

Toxyo, December 21, 1939—7 p. m. 
| , [Received December 21—1: 30 p. m.] 

697. Our 694, December 20, 2 p. m.” I refer to the third of the five 
points enumerated to my British colleague * by the Vice Minister * 

which are to be discussed in connection with the opening of the 
Yangtze. Information was brought to me recently that Jardine, 
Matheson * have been in touch with a number of Japanese interests 
concerning a Japanese proposal for pooling foreign shipping on the 
Yangtze, and that the former were interested in the proposals, espe- 
cially if American shipping is brought into the pool. I reported the 
matter by despatch in view of assurances by Craigie that he had ad- 

"2 Not printed ; it gave a paraphrase of a telegram from the British Ambassador 
in Japan to his Government. The substance of this telegram is given in the 
British Embassy’s aide-mémoire of December 26, p. 797. 

* Sir Robert L. Craigie, British Ambassador in Japan. 
* Masayuki Tani. 
* British shipping firm in China. ee
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vised Jardine against present participation, but reference by Tani 
to the project indicates that it has assumed important proportions. 
My despatch will go forward in the pouch leaving December 23.¥ 

_ Sent to the Department, repeated to Shanghai. 
| GREW 

793.94112/294 : Telegram a oe | 

The Consul General at Shanghai (Lockhart) to the Secretary of State 

| - oe SHaneHal, December 22, 1939—4 p. m. 
| [Received December 23—5: 50 a. m.] 

1133. My No. 1123, December 19, 7 p.m.” In the course of a con- 
versation with the Japanese Consul General this morning I inquired 
whether he could give me specific information regarding the con- 
ditions under which the Yangtze would be reopened to navigation 

| to Nanking, and also as to the date on which it was expected that the 
new regulations would come into force. Mr. Miura stated that the 
Japanese authorities were confident that the reopening would take 
place within 2 months, and in reply to my inquiry as to restrictions 
which might be imposed he stated that this phase of the matter had 
not been worked out by the military and naval authorities but that 
it was the Japanese intention to reduce the restrictions to a minimum; 
that if the plan worked satisfactorily and if the river is not used to 
send supplies to Chinese Government troops and guerilla bands the 
waterway would be open to Hankow after the lapse of a reasonable 
length of time following the reopening of Nanking. In reply to my 

| inquiry as to why unrestricted navigation could not now be restored 
as far as Hankow, Miura replied that guerrilla bands were still a 
menace in some spots and also that it has thus far been found difficult 
to prevent the river from being used as a source of supply for these 
bands and for Government troops which can be reached through river 

connections. He stated that the restrictions to be imposed will be 
based entirely on military necessity. I pointed out that the real need 
is for complete restoration of navigation to its pre-hostilities status 
and emphasized the vital interest which the American Government 
and the American business community at Shanghai have in the 
Yangtze problem; that there can be no freedom of trade as long as 
any restrictions of a military character are imposed on the movement 
of commerce up and down the river. 
Miura inquired how the American business community viewed the 

Japanese announcement of the proposed reopening of the river, and 
I said that the announcement had been received with somewhat [ap- 
parent omission] unless all restrictions were removed on the river as 

-* Not. printed.
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far as Hankow whereas others felt that at least the opening to Nan- 

king, even with modified restrictions, would improve trade facilities 

in some commodities and that this would lead to an extension of 

facilities to Hankow. I told Miura that the unanimous opinion of 

the American business community, which opinion I shared, was that 

the river as far as Hankow should be completely opened up with as 

little delay as possible and without any restrictions whatsoever. The 

plans for the reopening of the river to Nanking are unquestionably 

still in a nebulous stage. The mere fact that the Japanese are think- 

ing in terms of 2 months, rather than the immediate future, for the 

opening of the river seems to denote they [¢hat?] they are greatly 

interested in the effect which the announcement may have on Japanese- 

American relations and that American reactions may have an impor- 

tant bearing on the future course of events in the Yangtze region. | 

Repeated to Peiping, Chungking. Code text by air mail to Tokyo. 
_ LocKHART 

793.94112/293 : Telegram | | 

The Consul General at Canton (Myers) to the Secretary of State 

| Canton, December 25, 1939—noon. 
[Received December 25—1: 40 a. m.] 

159. Referring to my telegram No. 155, December 15, 6 p. m. 

The Japanese Consul General has just informed me that from today 

the Pearl River has been reopened to navigation under the same con- 

ditions as existed prior to its temporary closing on December 17, and 

that the West River and its branches will remain closed until the end 

of the month. : 

Sent to the Department. Repeated to Chungking, Peiping, Hong 

Kong. 
. | MYERS 

793.94112/300 | 

| The British Embassy to the Department of State 

A1pEe-MéMOIRE 

On December 18th the Vice Minister for Foreign Affairs in Tokyo 

made a communication to His Majesty’s Ambassador to the effect that 

the Japanese authorities had decided to make preparations with a view 

to the lifting of the ban on the navigation of the Yangtze from Nan- 

king downwards, subject to certain restrictions necessary for the 

maintenance of peace and order and for military operations. It is 

understood that a similar communication was made simultaneously 

to the United States Ambassador. 

278040—55——51 vee
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Mr. Tani informed Sir Robert Craigie that this declaration was 
Japan’s answer to those who maintained that her purpose was one of 
economic monopolization in China. As long as hostilities continued 
some restrictions on trade were inevitable but the moment was now 
coming when a period of reconstruction could begin and the first step 
was to get trade going again on the lower Yangtze. | 
_Inreply to Sir Robert Craigie’s enquiry Mr. Tani said that the date 

on which navigation could be resumed depended on two factors: (a) 
the making of arrangements for handing over of hulks, ete., hitherto 
occupied for defence purposes; (b) the negotiation of international 
arrangements governing this resumption of navigation. In confidence 
he stated that the date by which the Japanese Government hoped that 
all arrangements would be concluded was some time in February. 

As regards (6) the Vice Minister for Foreign Affairs considered 
that discussions would have to take place primarily with His Majesty’s 
Government as Great Britain having the largest interests on the 
Yangtze was closely affected. This discussion would be concerned 
with the following five points: , | 

1. Military Regulations, mainly concerned with safeguards against 
transport of munitions to enemy forces. 

2, Customs House arrangements. 
3. Arrangements between shipping interests (a pooling arrange- 

ment was contemplated under which dividends would be guaranteed to 
all thus avoiding unfair advantage being taken of Japan’s present 
inability to participate fully in this trade). 

4. Precautions against profits made by Chinese out of resumption 
of this trade being used for purchase of munitions by the Chinese 
National Government. 

5. Currency arrangements (designed primarily to ensure that the 
enhanced value of Fapi, likely to result from reo ening of Yangtze, 
should not prejudice Japan’s present method of meeting her local 
expenditure in military yen). 7 

_ Mr. Tani added that it was proposed to apply the same measures 
mutatis mutandis to Pearl River. 

The Vice Minister for Foreign Affairs added, in answer to Sir Rob- 
ert Craigie’s enquiry, that the above arrangements were intended to 
be purely transitory and were quite independent of the emergence of 
a new central government for China. It was obvious that in the early 
stages special precautions would be necessary in order to convince the 
army that the lower Yangtze could be reopened to trade without 
serious loss of military efficiency; but once trade had started moving 
and present apprehensions had been shown to be unfounded the re- 
strictions would be progressively reduced. 
In informing the State Department of the foregoing communica- 

tion from the Japanese Government His Majesty’s Embassy is in- 
structed to explain that while His Majesty’s Government in the United
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Kingdom welcome the announcement that the ban on navigation on 

the Yangtze is to be relaxed, they are disinclined to undertake dis- 

cussions with the Japanese Government on a matter which concerns 

other Powers besides themselves or to allow such discussions to be 

enlarged into the negotiation of any formal agreement. His Majesty’s 

Government would be glad to know whether the J: apanese Govern- 

ment have proposed similar discussions with the United States 

Government and if so what attitude the latter propose to adopt. His 

Majesty’s Government for their part feel that the suggested conver- 

sations should be capable of being restricted to the necessary practical 

arrangements for the preparation of the resumption of navigation. 

Wasuineron, December 26, 1939. | 

798.94112/298 : Telegram | 7 

The Consul General at Canton (Myers) to the Secretary of State — 

a Canton, December 31, 1939—4 p. m. 

_ | [Received December 31—6: 06 a. m. | 

162. Referring [to] my 6, January 5, 6 p. m., and my 160, December 

29, 4 p. m.,” ultimate paragraph. According to information received 

from the Commissioner of Customs, the Japanese Consulate General 

advised him that the Pearl River will probably be opened within a few 

months for steamer commercial traffic during the daytime and sug- 

gested that the appointment of the Japanese staff referred to in the first 

telegram under reference be made; that the customs will be permitted 

to resume revenue collection functions at Canton but will be obliged 

to apply the new tariff which is in force at other occupied ports; and 

that the customs will not be permitted to function at Whampoa which 

will continue to be used for military purposes. 

Asa matter having no connection with the above it has been learned 

from the same source that the Japanese authorities are endeavoring 

to arrange with Hong Kong for the transportation of cargo between : 

Hong Kong and Canton by Japanese river steamers now carrying 

passengers and that if the arrangement is made the vessels will im- 

mediately come under customs control. 

Repeated to Chungking, Peiping, Hong Kong. 
MYErs 

798.94112/300 TT 

The Department of State to the British Embassy 

Azwr-MEMOIRE 

The Government of the United States appreciates receiving the 

detailed information contained in the British Embassy’s aide-mémoire 

* Neither printed. 
OS
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of December 26, 1939, in regard to the question of reopening to navi- 
gation the Yangtze River from Nanking downwards. | 
‘On December 18, 1939, the Japanese Minister for Foreign Affairs 

informed the American Ambassador to Japan ” that it was the inten- 
tion of the Japanese Government to open the Yangtze River to general 
navigation as far as Nanking within about two months’ time. The 
Minister stated that, for the time being, certain restrictions would 
probably have to be imposed on such navigation owing to military 
operations. He indicated that the delay involved was due to the need 
for certain military adjustments and to the necessity for consultation 
with various powers. He did not, however, propose discussions along 
the detailed lines indicated in the British Embassy’s aide-mémoire. 

The Government of the United States shares the view of the British 
Government that any conversations that may be required should not 
be enlarged into the negotiation of any formal agreement. This 

| Government considers that for its part any needed conversations 
_ should be restricted to necessary practical arrangements concerning 

subjects such as the handing over of hulks, et cetera, and should not . 
involve any question of curtailment of any of its rights or of the 
rights of its nationals. 

WasHineTon, January 2, 1940. | 

EFFORTS BY THE UNITED STATES AND OTHER POWERS TO PROTECT 
CHINESE CUSTOMS AND OTHER REVENUES, PLEDGED AS SECU- 
RITY FOR LOANS, FROM JAPANESE EN CROACHMENT * 

693.002/802 : Telegram 

Lhe Ambassador in Japan (Grew) to the Secretary of State 

Toxyro, January 2, 1939—noon. 
| [Received January 2—8 a. m.] 

3. Embassy’s 788, December 17 , 11 a. m., 1938," Canton Customs. 
My British colleague * has just sent me the following letter: 

“I have now received instructions to contest the argument, con- tained in the Japanese Government’s reply to my note of the 24th November about the Canton Customs, that since the Canton area is now under the occupation of the Japanese forces the J apanese Gov- 
ernment cannot accept this protest. 

* See telegram No. 687, December 18, 10 p: m., from the Ambassador in Japan, Foreign Relations, J apan, 1931-1941, vol. 1, p. 48. 
*For previous correspondence on the maintenance of the integrity of the Chinese Maritime Customs and Salt Revenue Administrations, see Foreign Relations, 1938, vol. Il, pp. 626ff., and Foreign Relations, Japan, 1931-1941, 

vol. 1, pp. 729 ff. 
“ Not printed. 
” Sir Robert L. Craigie, British Ambassador in Japan.
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I am to take the line that occupation of the area by the Japanese 

forces affords no justification for taking over the customs. While 

the Customs Administration is an organ of the Chinese Government, 

it is invested with an international status both on the ground that 

it is the subject of international agreements (e. g. the Peiping Proto- 

col of 1901 to which Japan is a party) and because of the important 

‘nternational interests which it was designed to protect. Third powers 

have at all times been willing to discuss customs questions with the 

Japanese Government and they have in recent months frequently had 

occasion to point out the importance which they attach to recognition 

of the international status of the administration. The Japanese Gov- 

| ernment have on several occasions given assurances that they do not 

intend to destroy its integrity, and their present attitude is utterly 

at variance with their assurances. In these circumstances I am to 

ask again for an assurance that control of the Canton customs will 

be restored to the Inspector General of Customs. 

Before addressing a note on the above lines to the Japanese Gov- 

ernment, I should be grateful if you would let me know whether you 

are intending to reply to the similar note which the Japanese Gov- 

ernment addressed to you on the subject, and if so on what lines?” 

Please instruct. Repeated to Chungking, Peiping, Canton. 

| GREW 

693.002/802 : Telegram 

The Acting Secretary of State to the Ambassador in Japan (Grew) 

WasHINGTON, January 4, 1939—7 p. m. 

2. Your 3, January 2, noon, Canton customs. In view of the in- 

formation contained in Canton’s 80, December 18, 6 p. m.,* which 

Shanghai was requested to repeat to you, the Department has not felt 

inclined to reiterate its position as outlined in your note of Novem- 

ber 24, 1938, to the Japanese Foreign Office.” 

If, however, after consultation with your British and French col- 

leagues, you and they feel that re} oinders at this time would be likely 

to serve a useful purpose, the Department authorizes you in your dis- 

cretion to make a separate informal approach along the general lines 

of your note of November 24, 1938, avoiding, however, any reference 

to “the international status” of the Chinese Maritime Customs. The 

Department suggests that in any approach that the Embassy may 

make an endeavor be made to avert publicity. | 

Repeated to Chungking, Peiping, and Canton. 
WELLES 

% Signed at Peking, September 7, 1901, Foreign Relations, 1901, Appendix 

(Affairs in China), p. 312. 
* Thid., 1938, vol. 111, p. 750. 

* Foreign Relations, Japan, 1931-1941, vol. 1, p. 746.
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 698.022/807: Telegram | 

; Lhe Ambassador in Japan (Grew) to the Secretary of State 

| Toxyo, January 13, 1989—2 p. m. 
| [Received January 18—1: 48 p. m.] 

22. Department’s 2, January 4, 7 p. m., via Shanghai, Canton, Cus- 
toms Administration. - 

1. My British colleague has just now received a report from the 
British Consul General at Canton to the effect that the general posi- 
tion in Canton seems to him to be no worse than at other occupied | 
ports except for closure of the port to trade. The British Consul 
General has been repeatedly told that there is no intention to impair 
the integrity of the customs which will be permitted full functions 
when it suits the Japanese to reopen trade. This present report seems 
in general to be confirmatory of Canton’s 80, December 13, 6 p. m. 
Craigie therefore now agrees with us that there no longer exists a 
case for parallel representations on the ground that the situation at 
Canton is worse than other occupied parts. | 

2. Craigie now proposes, however, that we should make formal 
parallel representations, along with the French Ambassador, protest- 
ing the declaration of the Japanese in their reply of December 16, 
1938 °° (see our 788, December 17, 11 a. m.” A similar reply was re- 
ceived by Craigie) that “since the Canton area is at present occupied 

| by the Imperial Army, it is proper that the Canton Maritime Customs 
be placed under the authority of the J apanese Army of Occupation”. 
In fact he has instructions to make such representations (see our 8, 
January 2, noon) on the ground that this declaration should not be 
allowed to pass without challenge and he feels that his hand would 
be greatly strengthened if the French Ambassador and I could support 
him. 

3. All of our representations up to date to the Japanese Govern- 
ment with respect to interference with the Chinese Customs at various 
ports by the Japanese Army authorities have consistently and im- 
plicitly protested action deriving from no cause other than that of 
action and operations by the Japanese military forces. My own feel- 
ing, therefore, is that for the present and unless or until there are some 
unforeseen developments, we have adequately covered the field, and 
that it would be well to avoid the inevitable irritation caused by con- 
tinual repetition of formal representations with regard to this and 
other Japanese encroachments on our interests in China. Our posi- 
tion is clear on the records. I do not believe that the formal repre- 
sentations proposed by my British colleague would bring favorable 
practical results. 

*° Foreign Relations, Japan, 1931-1941, vol. 1, p. 747. - 
Not printed.
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4, Nevertheless, I feel that so far as reasonable we should keep in 

step with the British and French on this issue, which action in itself 

serves a useful purpose, and since Craigie considers it of the utmost 

importance that the argument advanced in the Japanese notes of 

December 16 be not allowed to pass unchallenged, I have made the 

compromise proposal that instead of writing notes we take occasion 

when next we respectfully [respectively?| see the Foreign Minister * 

to observe orally that our respective Governments cannot accept the 

Japanese contention that military occupation of the Canton area 

affords justification for taking over the customs. As such an ap- 

proach can be made informally and as publicity will almost certainly 

be avoided, I understand that authority for such action on my part 

is contained in the Department’s 2, January 4,7 p. m., Craigie, in 

spite of his instructions, has accepted this proposal. I am informed 

that our French colleague will follow whatever action Craigie and I 

agree upon. 
®. In this connection it would be helpful to me to learn the reasons 

which occur to the Department for avoiding any reference to the “in- 

ternational status” of the Chinese customs upon which our own pre- 

vious representations concerning the Chinese customs have been based 

and upon which the British and French now propose to base theirs. 

If the oral representations herein envisaged should be made on prem- 

ises differing from the British and French representations, I fear 

that the differentiation might be noticeable to the Foreign Minister 

and that the effect might tend to detract from an advantage to be 

gained. Nevertheless if the Department feels strongly on this point 

reference to the “international status” of the Chinese Maritime Cus- 

toms can be avoided. Instructions on this point would be appreciated. 
GREW 

693.002/808 : Telegram TT 

The Consul at Chefoo (Roberts) to the Secretary of State 

: Cueroo, January 14, 1939—10 a. m. 

| [Received January 14—7 a. m.] 

8. 1. Chefoo Harbor Office recently organized by the Japanese 

Navy announced that effective January 15 it will take over from the 

Chinese Maritime Customs: 

“(1), Supervision of pilotage; (2), assignment of berths; (3), con- 

trol harbor and all vessels entering and leaving it; (“) , supervision 

of quarantine; (5), notifications concerning the harbor; (6), com- 

munication with vessels.” 

9. Masters of vessels are required to deliver on arriving to harbor 

boarding officer arrival report, passenger list, crew list and import 

* Hachiro Arita.



804 FOREIGN RELATIONS, 1939, VOLUME IT 

manifest and on departing to the Chefoo Harbor Office clearance | application, passenger list and export manifest. . | 3. Shanghai please inform Commander in Chief. | _ Repeated to Peiping, Tsingtao and Chungking. oe : : | Roperrs 

893.51/6778 
_ 

The Chinese Embassy to the Department of State 
Text or a Sravemenr To Bz Issuep py His ExceLtency Dr. H. H. Kune, Presipent or tan Executive Yuan, CHUNGEKING, CHINA, ON JANUARY 16, 1939 

For over a year the J apanese authorities, despite their assurances, have been detaining all the revenues, pledged for debt service, that have been collected in the areas under their military occupation except for a single remittance from the Shanghai Customs last June. In order to make up the amounts that should have been remitted from those areas the Chinese Government has advanced about 175 million dollars. The Central Bank of China, moreover, has provided all the foreign exchange required, although the Japanese have been inter- fering with the Chinese currency and forcing the acceptance of several forms of Yen, military and puppet notes which has reduced the collec- tions in legally valid currency on which obligations of the Government are secured. 
Notwithstanding all difficulties, the Chinese Government, has pro- vided for service of China’s debts thereby demonstrating the utmost consideration for the holders of its obligations. 
Under existing conditions the Chinese Government very reluctantly has been forced to the conclusion that this situation has become too anomalous to be continued. The Government therefore has been obliged to reject the Inspector General of Custom’s request for a further advance. As from this date, however, the Government is prepared to set aside in special accounts in the Central Bank of China a share of the long term debt service, proportionate to the collections in the areas not subject to Japanese interference, of the revenues pledged to all such debts outstanding before the hostilities. It is hoped that remittances of the share attributable to the pledged reve- nues from the areas under J apanese military occupation may simi- larly be forthcoming and that interference with Chinese currency will cease so that service of these debts may be duly effected. This measure is a temporary arrangement in view of present abnormal conditions. 
Wasuineton, January 15, 1939, 

* Adm. Harry E. Yarnell, U. 8. Asiatic Fleet.
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898.51/6779 

Memorandum of Conversation, by the Chief of the Division of Far 

Eastern Affairs (Hamilton) 

[Wasuineron,] January 16, 1939. 

Participants: Dr. Chang-Lok Chen,® 

- Mr. Tswen-ling Tsui, of the Chinese Embassy,® 

Mr. Hamilton, 
Mr. Adams.*. 

Dr. Chen referred to the text, which had been left at the Depart- 

ment, of a statement to be issued by the President of the Executive 

Yuan on January 16, 1989,** in regard to the servicing of obligations 

secured on the revenues of the Chinese Government pledged for debt 

service. He said that he and Mr. Tsui had been instructed to place 

informally before the Department of State three points in regard 

to the statement: | 

1. That the Chinese Government regretted that it could not sooner 

make known to the American authorities the decision of the Chinese 

Government as contained in the statement under reference; that the 

decision had been reached only on Saturday. 
9. That a formal written communication in regard to the matter 

would be sent to the American Government in due course either 

through the American Embassy in China or through the Chinese 

Embassy in Washington. . oo 

8 That the statement referred to is not applicable to short-term 

obligations such as the American cotton and wheat credits of 1931 and 

1933; that the servicing of these obligations will be continued. 

Mr. Tsui said, in reply to a question, that he did not know whether 

the statement under reference would apply to the Boxer Indemnity 

payments. 
Mr. Hamilton thanked Dr. Chen and Mr. Tsui for coming over to 

the Department, particularly during such bad weather. 

M[axweti] M. H[ammron] 

N. B. On January 17 Mr. Tsui telephoned to Mr. Adams and said 

that, according to a telegraphic instruction Just received, the Chinese 

Ministry for Foreign Affairs had communicated Dr. Kung’s statement 

to the American Embassy, Chungking. : 

* Counselor of the Chinese Embassy. 
“1 Wirst Secretary of the Chinese Embassy. | 

a Walter A. Adams, of the Division of Far Eastern Affairs. 

upra.
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893.51 /6772 : Telegram = 

Lhe Chargé in China (Peck) to the Secretary of State 

| CuUNGEING, January 16, 1939—1 p. m. 
| | | | _ [Received January 17—4 a. m.] 
30. Following is Foreign Office translation of note dated Janu- 

ary 15: | | 

“I have the honor to transmit herewith the text of an announcement 
issued by the Chinese Government on January 15th concerning the 

| service of Chinese Government debts. 
The Chinese Government deeply regrets that the action now taken 

has been found necessary, but believes that those friendly foreign 
Governments concerned, who have endorsed the justice of China’s 
cause, which is so clearly identified with their own interests, will ap- 
preciate that it has been caused by events for which China is not 
responsible. | | 

The Chinese Government greatly appreciates the sympathetic in- 
terest shown by the American Government during the present difficult 
period, and hopes that it will continue its efforts to rectify the situa- 
tion referred to in the announcement on a basis consistent with exist- 
ing treaties and agreements and the mutual interests of China and 
friendly foreign nations. 

I avail myself et cetera.” : 

Following is the English text of the announcement: 
[Here follows text of statement transmitted by the Chinese Em- 

bassy to the Department of State, January 15, printed on page 804. ] 
It has been ascertained that the note was sent to the diplomatic mis- 

sions of eight countries. Informant was unable to indicate the basis of 
selection of the eight countries but assented when I suggested that 
perhaps they were countries signatory to the International Protocol 
of 1901 ** which bears on the administration of the Maritime Customs. 
Repeated to Peiping, Shanghai. Peiping please send by air mail to 

Tokyo. 

, Prck 

| 893.51/6773 : Telegram 

The Chargé in China (Peck) to the Secretary of State 

CHuNGKING, January 17, 1939—10 a. m. 
[Received January 17—7 a. m.] 

34, American Embassy’s No. 30, January 16, 1 p. m., suspension 
of debt service. Following is Central News release, Chungking, 
January 15: 

“Commenting on the statement issued today concerning debt service 
a spokesman of the Ministry of Finance stated that on several occa- 

“Signed at Peking, September 7, 1901, Foreign Relations, 1901, Appendix 
(Affairs in China), p. 312.
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sions in the past, in order to safeguard the interests of holders of its 

obligations, the Government has provided the amounts needed to make 

up shortages of pledged revenues which have resulted from civil wars 

and economic depression. When the Japanese detained the revenues 

collected in the areas under their military occupation, a shortage was 

thereby caused. Despite prolonged efforts to induce them to permit 

the application of such revenues to the service of all the obligations 

outstanding before the hostilities to which the revenues were pledged, 

no funds were forthcoming, and the Government, in keeping with its 

general policy of doing everything possible to care for the interests 

of the bondholders, has advanced each month on the application of 

the Inspector General of Customs the amounts required to fill the gap. 

- Although the Japanese said they might allow remittances in respect 

of foreign currency obligations, they refused any remittances in 

respect of the equally valued Chinese currency debt outstanding before 

the hostilities. 
Long experience in connection with customs in North China and 

elsewhere as well as in other matters indicates that [no?] reliance can 

be placed upon Japanese assurances. Moreover, the Japanese de- 

manded that even the remittances they might allow, which would 

have covered only about forty per cent of the share of the occupied 

areas, should be dependent upon conditions which China could not 

accept. | 

These conditions included (1) recognition in effect of Japanese 

interference with customs integrity and alteration of the customs 

regime contrary to treaties and agreements; (2) deposit of collections 

in Japanese banks where obviously they might be used against China; 

(3) agreement to turn over to Japan the amount of the accumulated 

Japanese portion of the Boxer Indemnity, which has been accrued 

each month in sterling in a foreign bank as a temporary measure 

during the hostilities, and to pay uture installments regularly each 

month. 
The Ministry of Finance recently received from the Inspector Gen- 

eral of Customs a communication requesting a further large advance 

to make up the January shortage. After most careful consideration 

the Government felt that it had no other recourse but to decline the 

request, for the reasons indicated in the official statement.” 

Mr. C. Rogers * is here conferring with officials of the Ministry of 

Finance. PECK 

693.002/808 : Telegram 

The Secretary of State to the Ambassador in Japan (Grew) 

WAsHINGTON, January 19, 1939—8 p. m. 

16. Chefoo’s 8, January 14, 10 a. m., which Peiping has been in- 

structed to repeat to you, in regard to Chefoo Harbor Office. Please 

discuss with your interested colleagues the questions raised by the 

telegram under reference. 

5 Qyril Rogers, of the Bank of England, Adviser to the Chinese Ministry of 

Finance.
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_ If and when your interested colleagues are prepared to take sep- 
arate but similar action the Department desires that you make repre- 
sentations in writing to the Japanese Foreign Office against the pro- 
posed action of the Chefoo Harbor Office on the ground that such 
action by an agency which is effectively under Japanese control con- 
stitutes an unwarranted interference with the functions of the Chinese 
Maritime Customs in the maintenance of which the United States 
has an interest. 
Repeated to Chungking, Chefoo, and Tsingtao. | 

| 
| Hou 

693.002/807 : Telegram 

Vhe Secretary of State to the Ambassador in J apan (Grew) 

| WasHineton, January 19, 1939—9 p- m. 
17. Your 22, January 13, 2 p. m., Chinese Maritime Customs. 

_ 1. The Department approves the manner of approach proposed by : you and suggests that you inform the J apanese Foreign Office that | the reply of the Japanese Government is not responsive to your repre- | | _sentations of November 24 in that the basis upon which the Japanese 
Government declined to accept your representations does not give con- 
sideration to the issues involved, that is, the preservation of the in- 
tegrity of the customs and respect for American and other foreign interests therein. 

2. Although the official commitments of the Chinese Government to certain other governments in regard to the Chinese Maritime Customs 
do to some extent condition and limit the action of the former in the administration of the Maritime Customs, the Department feels that, in the light of this Government’s concept of the Chinese Maritime Customs, use by this Government of the phrase “international status” as descriptive of that customs service should for technical and for tac- tical reasons be avoided. The Department suggests that the phrase “international interest in” or “American interest in” might be em- _ ployed in the approach which you have in mind. 

Ho 
893.51/6788a : Telegram 

The Secretary of State to the Ambassador in Japan (Grew) 

| Wasuineton, January 25, 1939—7 p. m. 
21. 1. The Department raises for your consideration the question whether the present, following the Chinese Government’s announce- ment of the suspension of payments on its foreign indebtedness, would
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perhaps be an appropriate and opportune time to make an approach 

to the Japanese Government in regard to the Japanese Government’s 

responsibility in connection with that indebtedness, along the follow- 

ing general lines: 

(a) The Chinese Government is, as the Japanese Government is 

aware, indebted to various foreign governments and nationals, in- 

cluding the United States Government and American nationals, and 

revenues of various revenue-collecting agencies of the Chinese Govern- 

ment, including the Maritime Customs, the Salt Administration, and 

the Consolidated Tax Office, are pledged for the service of such in- 

debtedness. 
(6) Prior to the present Japanese military activities in China and 

until very recently the payments due upon the indebtedness in ques- 

tion were being made. Now, however, following the occupation by 

Japanese military forces of large areas of China, payments on that 

indebtedness have been suspended. 

(c) The Japanese Government cannot but acknowledge that its 

military forces have deprived the Chinese Government of and have 

taken over control—either directly or through régimes brought into 

being and maintained with Japanese military support—of territory 

and economic resources which formerly contributed to the servicing 

of the indebtedness referred to. In this connection, reference is made | 

to the repeated assurances given by the Japanese Government that 

American rigats and interests in China would be respected. 

(¢) The Government of the United States considers that the Gov- 

ernment of Japan has an inescapable responsibility for the conse- 

quences of the action of Japanese armed forces and this Government 

looks to the Government of Japan to arrange for the continuance of 

the servicing, in the foreign currency or currencies stipulated in the 

contracts of indebtedness, of that proportion of the indebtedness of 

the Government of China to the Government and citizens of the 

United States which the pledged revenues in the area now occupied 

by the Japanese forces would, under normal conditions, bear to the 

pledged revenues of the whole of China. 

9. In considering the question of the advisability of making the 

above-suggested approach to Japan, there should be borne in mind 

the possibility that any actual effort by Japan to provide the foreign 

exchange necessary for the continued servicing of the foreign indebt- 

edness secured by the revenues in question might lead to, or be used by 

Japan as a pretext for, the imposition of effective exchange and im- 

port and export control in the occupied portions of China. 

3. The Department suggests that you may desire to discuss infor- 

mally with your British and French colleagues the questions raised 

herein. 

Repeated to Chungking and Peiping. 
Hor
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893.51/6789 : Telegram | | 
_ Lhe Chargé in China (Peck) to the Secretary of State 

Cuunexine, January 27, 1939—9 a. m. 
| | [Received 11 a. m.] 

54. Embassy’s 30, January 16, 3 [Z] p.m. On January 26 the 
British Diplomatic Mission in Chungking handed the Embassy the 
text of a note dated January 25 addressed to the Chinese Minister for 
Foreign Affairs “ in regard to the service of foreign loans which reads 
as follows: 

| 
“British Diplomatic Mission, Chungking, January 25th, 1939. __ Your Excellency: With reference to Your Excellency’s note of the 15th January, addressed to H. M. Ambassador to China, and enclosing a memorandum on the subject of the service of screen loans, I have the honor, on instructions from Sir Archibald Clark. err, to inform Your Excellency that he notes the hope expressed therein that remit- tances may be forthcoming from the areas under J apanese occupation. _in the opinion, however, of His Majesty’s Government in the United Kingdom the best machinery for assuring the uninterrupted service of the foreign loans secured on the Chinese customs is that provided for in the Anglo-Japanese customs agreement.* | | His Majesty’s Government would therefore urge that serious con- sideration be given by the Chinese Government to the question of authorizing the Inspector General of Customs to dispose of all customs revenue and to administer the service in the way which he judges best calculated to serve the interests of the Chinese Government and of all others concerned. | 
I avail myself, et cetera. (Signed) J. D. Greenway.*®” 
Repeated to Peiping, Shanghai; Peiping please send by air mail 

to Tokyo. | | 
| 

Prck 

493.11/2226 : Telegram © 

Lhe Consul General at Shanghai (Gauss) to the Secretary of State 

SHaneual, January 30, 1939—5 p. m. 
| Received January 30—1 p. m.] 

82. The Consulate General has received letter from C. R. Bennett, 
Joint Treasurer of China Foundation for Promotion of Education and 
Culture, pointing out that suspension of payments by the Chinese 
Government of Boxer indemnities will have extremely serious effect 
on activities of the Foundation. Letter states that all of Foundation’s 
educational work in China and support of research professors abroad 
“Wang Chung-hui. 
“Dated May 2, 1988; see telegram No. 289, May 2, 1938, midnight, Foreign Relations, 1938, vol. Im, p. 692. 
“First Secretary of the British Embassy in China.
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is from indemnity remissions and that amount appropriated for these 

activities for current fiscal year is $1,800,000 Chinese currency. To 

carry out specific projects assistance has been pledged to a limited 

extent in the future. Income from endowment fund would produce 

only about 25% of above amount. | 

Letter appeals for all possible efforts to be made in order that pay- 

ment of the indemnity may be continued and states that endowment 

fund amounts to about $10,000,000 Chinese currency which cannot be 

used for current expenses and grants without constitutional amend- 

ment. Under present conditions it is stated that it would be virtually 

impossible to convene sufficient trustees to enact such an amendment. 

Concerning first remission which goes to support Tsinghua Univer- 

sity and graduate students in America letter states that default would 

be equally serious as one of the conditions under which Tsinghua en- 

dowment fund was transferred to trusteeship of China Foundation 

was that endowment fund should be kept intact as a permanent endow- 

ment and that income from the endowment should not be available 

for current expenses until termination of indemnity period in 1941. 

Tsinghua annual budget is $1,200,000 Chinese currency and $60,000 | 

United States currency. . | 

Letter states that suspension of indemnity payments will leave 

Tsinghua University without any support and the China Foundation 

with about $400,000 Chinese currency with commitments of about four 

times that amount if present program is to be carried out. 

Letter concludes by stating that Foundation may admit that threat 

to its finances does not come through any act of American Government 

but on assumption that some action will be taken concerning the de- 

cision of the Chinese Government it is decided to inform the American 

authorities of the seriousness of situation which may soon confront 

Board of Trustees. 
Copy of letter has been mailed to the Department, Chungking and 

Peiping. 

| | | Gauss 

893.51/6791 : Telegram 

The Consul General at Shanghai (Gauss) to the Secretary of State 

Spaneual, February 1, 1989—4 p. m. 

| [Received February 1—4 p. m.] 

87. By strictly confidential letter dated January 29 and delivered. 

yesterday the Inspector General of Customs points out that the dead- 

lock between China and Japan in respect of customs revenues and 

servicing of loans and indemnities is largely a matter of “face” and 

suggests that in these circumstances the United States, Great Britain,
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and France might possibly consider an offer to mediate with a view 
_ to securing Japan’s compliance with and China’s non-objection to 

the following modus operandi: Japanese to release forthwith J apan’s 
share of the quotas already accrued and periodically accruing in the 
occupied areas including back quotas provided the powers concerned | 
give an undertaking that they in turn will secure the remittance to 
the Yokohama Specie Bank of Japan’s portion of the Boxer In- 
demnity now aggregating £525,000 and also the accumulated revenue 
now lying in the Hong Kong and Shanghai Bank aggregating 
26,700,000 Chinese dollars, on the understanding that China will offer 
no objection to the Inspector General liquidating the plan thus pro- 
posed by the powers; that is, will not veto the release by him of the 
above balances. , 

I am informed by the secretary to the Inspector General [that] the 
same suggestion has been made to British and French Embassies. 

- Repeated to Chungking, Peiping, and Tokyo. | | 
| | Gauss 

493.11/2228 : Telegram es 
The Consul General at Shanghai (Gauss) to the Secretary of State 

| SHANGHAI, February 2, 1939—6 p. m. 
[Received 6:45 p. m.] 

92. Following letter dated January 31st has been received by this 
office from financial secretary of Inspectorate General of Customs: 

“With reference to the official statement published in the press on 15th January, notifying the decision of the Chinese Government to meet in future the service of all loans and indemnity obligations se- cured on the customs revenue in accordance to quotas; and that pend- ing the remittance of the proportionate share of all foreign debt service charged to areas now under J apanese occupation to the In- spector General of Customs, the proportionate shares chargeable to areas under Government control would be set aside in a special account in the Central Bank of China, I am directed by the Inspector General to inform you that in execution of the above instructions the amount of $115,631.93 equaling, at the rate of 100 dollars, United States dollars 2914, the sum of United States dollars 34,111.42, being the proportionate share chargeable to areas under Government control of the sum of United States dollars 159,997 .26, representing the Jan- uary 1939 installment of the American portion of the Boxer in- demnity due today, is being placed to the credit of the special account opened with the Central Bank of China for the custody of such funds.” 
Gauss
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893.51/6791: Telegram . 
| . 

The Secretary of State to the Consul General at Shanghai (Gauss) 

| | Wasuineton, February 4, 1939—3 p. m. 

44, Your 87, February 1, 4 p. m., Chinese Maritime Customs. You 

may inform the Inspector General of Customs in reply to his con- | 

fidential letter of January 29 that the American Government would 

not wish to urge upon the Chinese Government or the Japanese Gov- 

ernment any particular plan toward attaining the objectives in which 

we are interested. If and as losses are occasioned to American in- 

terests in China by the military and other activities of the Chinese 

or Japanese Government this Government must look for indemnifica- 

tion to the Government responsible for such losses. | 

Repeated to Chungking and Peiping. | | 

Please repeat to Tokyo. - 

893.51/6798 : Telegram OG | —_ 

- The Chargé in Chana (Peck) to the Secretary of State 

| Cuunexine, February 6, 1939—2 p. m. 

| | [Received February 8—8 a. m.] 

77. During informal visit to Kung, Minister of Finance, February 5, 

5 p. m., he told how the British kept pressing him to permit imple- 

mentation of the agreement in regard to the Maritime Customs that 

as he asserted Hall-Patch ” had concluded for the apparent purpose 

of giving some protection to British holders of Chinese obligations. 

On February 4, Scott,” Acting Financial Adviser to the British Em- 

bassy in the absence of Hall-Patch, called on Kung and again urged 

implementation and Kung returned positive refusal. Kung said that 

in view of the sympathetic and helpful attitude of the American Gov- 

ernment he wanted to keep us informed of these and proceeded to 

explain some of the reasons he gave for his refusal. The main ob- 

jection of course was one of principle. The British Government con- 

tend that the Inspector General of Customs is subject to the authority 

of the Chinese Government and therefore they are not consistent in 

suggesting that the Chinese Government would not be implicated if 

it were tacitly to permit their implementation of the agreement. He 

asserted that early in the hostilities the Chinese Government sug- 

gested that the interested powers take over custody of the customs. 

The Japanese objected for the obvious reason that they wanted to 

control the customs in order to obtain funds to finance their military 

mL. Hall-Patch, Financial Adviser to British Embassy in China. 

© Robert Heatlie Scott. 
278040—55 52
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: operations and to have a means of controlling China’s foreign trade. 
As a Chinese official it would be actually treasonable for him to lend 
himself to any arrangement whereby government revenue could be 
used to finance war against China. The J apanese have never shown 
any good faith in these matters. For example, they promised to 
remit to the Chinese Government proportionate loan quotas collected 
by the Chinese customs in Dairen but have never done so and he did 
not believe that revenues collected by the customs in areas successively 
occupied by the Japanese forces have been immobilized but thinks 
these funds which should total 150 million dollars are being used or 
will be used to further the aims of J apanese aggression. He con- 
trasted this with the action of the Chinese Government in advancing 
175 million dollars to pay service charges on customs secured obliga- 
tions even though the hypothecated revenues were being retained by | the Japanese. | oe | 
Kung said that the agreement provides that only obligations ex- 

pressed in foreign currencies shall come within the scope of the agree- 
ment and that this is not a rational basis of discrimination since 
foreign currency obligations are held by persons of Chinese as well 
as many foreign nationalities whereas Chinese currency obligations 
including the internal debt service that do not share in the benefits 
of the agreement are held by many persons of foreign nationality as 
well as Chinese. The Chinese Government could not make this dis- 

: crimination between equally binding obligations particularly on this 
irrational basis. | 

The British in official notes on the increase of J apanese personnel 
in the customs when no additional British subjects were being ad- 
mitted referred to the duty of the Chinese Government to maintain a 
certain ratio between nationalities but as just described they ignore 
other duties even more binding on the Government. Kung said he 
was gratified that the American Government had informed the J apa- 
nese Government of American general interest in the integrity of the 
customs but he suggested that through the American share in the 
Boxer Indemnity the United States was in position to assert a par- 
ticular legal right to the functioning of the customs. (It occurs to 
me he may have had in mind the subject matter of Shanghai’s 92 of | February 2, 6 p. m., stating that indemnity payments will henceforth 
be placed in a special account pending receipt of quotas from J apanese 
occupied areas.) 
Throughout this conversation I avoided expressing any opinion on 

the subjects discussed by Kung. While the tone of the interview be- 
tween Kung and Scott was on the whole amicable yet Kung was very 
critical of Great Britain and said it was time that country actually 
did something on behalf of China and of its own interests now | threatened by Japanese policies,
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I may add that Dr. Young, American Adviser to the Ministry of 

Finance, recently remarked to a member of my staff that, as regards 

the granting of foreign credits to China, Russia has hitherto supplied 

the largest sums and further grants are being received from that 

country despite its straitened financial position. He also observed 

that Germany had extended more credits to China since the com- 

mencement of hostilities than Great Britain and that the German 

credits are still being utilized by virtue of their revolving character. 

Repeated to Shanghai and Peiping. Latter send code text by mail 

to Tokyo. | 
| PECK 

893.51/6797 : Telegram | | | | 

The Ambassador in Japan (Grew) to the Secretary of State 

. Toxyo, February 8, 19389—38 p. m. 

[Received February 8—11: 20 a. m.] 

72. Department’s 21, January 25, 7 p. m. | 

1. My British colleague concurs with me that it would not at present a 

be desirable to make the suggested approach to the Japanese Govern- | 

ment with regard to the Japanese Government’s responsibility in : 

connection with the Chinese Government’s suspension of payments on 

its foreign indebtedness. | | 

2. It is Craigie’s belief that any future British loans to the Chinese 

Government for the purpose of currency stabilization will be made 

conditional on a resumption of Chinese payments on foreign indebted- : 

ness and he is of the opinion that such payments can be effected only 

through implementation of the provisional agreement concerning 

the maritime customs. 

3. The opinion expressed in paragraph 1 above was based, so far 

as I am concerned, largely on the consideration presented by the 

Department in paragraph 2 of its telegram under reference. T had in 

mind, however, a further consideration. The servicing in foreign 

currencies of the Chinese loan is an obligation of the Chinese Govern- 

ment and to propose as a principle that the Japanese Government, by 

reason of military occupation of Chinese territory, has assumed a 

portion of the obligation of the Chinese Government might well lead 

to Japanese insistence on our recognition of Japanese claims to cor- 

responding rights of the Chinese Government in respect of the reve- 

nues pledged for the service of these loans, and thus to a discussion 

the end of which it would be difficult to foresee. 
GREW 

| Arthur N. Young.
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-893.51/6819 SO | OS | 

Memorandum of Conversation, by Mr. Walter Adams of the Division 
_ of Far Eastern Affairs | - 

Wasuineton, February 10, 1939. 
Participants: Count de Saint-Quentin, the French Ambassador, 

Mr. Hamilton | 
Mr. Adams | | , 

The French Ambassador called at his request. He outlined the 
French position toward the British-Japanese arrangement in regard 
to the Chinese Maritime Customs. He said that when the arrange- 
ment was being negotiated the British authorities had suggested that, 
as the American Government was not making an approach to the 

| Japanese authorities in regard thereto, it would perhaps be prefer- 
able if the French also refrained from making an approach. He said 
that the French had therefore not made an approach to the J apanese 
at that time. | 
The French Ambassador said that, in connection with present Brit- 

ish efforts to obtain implementation of the arrangement, the British 
had approached the French with the suggestion that the French ask the 
Chinese Government to assent to implementation of the arrangement. 
The French Ambassador said that the British had already made repre- 
sentations to the Chinese Government to that effect. He said that 
inasmuch as the French Government had taken no diplomatic action 
in support of the British-Japanese customs arrangements, the French 

| Government had not considered it appropriate that it should approach 
the Chinese Government on this subject but that the French Govern- 
ment had, in the light of the Chinese Government’s recent announce- 
ment of suspension of debt service, expressed to the Chinese Govern- 
ment concern at this action of the Chinese Government. The Am- 
bassador said that in this way the French had indirectly supported the 

| British action. The Ambassador wondered whether we had con- 
sidered the question of giving similar indirect support to the British 
by making representations to the Chinese Government. 

In reply Mr. Hamilton indicated that, while the matter had not been 
discussed with the higher authorities, the feeling in FE * was that, 
in view of all the attendant circumstances, an approach to the Chinese 
Government was not called for ; that the action of the Chinese Govern- 
ment in suspending the servicing of its foreign obligations appeared 
to be not unreasonable; and that a reservation was not necessary in 
order to protect the American interests involved. With regard to the 
British-Japanese customs arrangement Mr. Hamilton said that the 
American authorities had consistently declined to urge upon the 

“The Division of Far Eastern Affairs.
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Chinese or Japanese Governments any particular plan for the servic- 

ing of obligations in which we were interested but that we reserved 

the right to object to any plan that might in our opinion prejudice 

our interests. He added that the American authorities took the posi- 

tion that they would expect any agency inflicting damage upon 

American interests to be responsible for the consequences of its acts. 

The French Ambassador inquired whether we perceived objection 

to the British-Japanese customs arrangement. Mr. Adams and Mr. | 

Hamilton pointed out that the chief difficulty and problem involved 

in that arrangement seemed to us to be the question of foreign ex- 

change, namely, would the Japanese-controlled areas furnish their — 

share of the foreign exchange or would the Chinese Government be 

expected to furnish all foreign exchange. | 

The French Ambassador, just before his departure, asked whether 

the State Department had any information in regard to the reported 

occupation of the Island of Hainan by Japanese forces. Mr. Hamil- 

ton replied that a report had been received from Tokyo ™ that a Japa- 

nese announcement had been published reporting the occupation of 

the island by Japanese forces but that we had no details in regard to 

the matter. 

493.11/2284 

The Chief of the Division of Far Eastern Affairs (H amilton) to 

Mr. Roger S. Greene ** | 

Wasuineron, February 15, 1939. 

My Dear Mr. Greene: Reference is made to your letter of January 

81, 1939, which Mr. Hornbeck acknowledged on February 2,° in 

regard to certain matters concerning the administration of the Amer1- 

can Boxer Indemnity funds by the China Foundation for the Pro- | 

motion of Education and Culture. | 

With regard to your inquiry whether there is anything—some 

representation” to the American Government—that the China Foun- 

dation could do about the action of the Chinese Government in an- 

nouncing cessation of payments upon obligations secured on the 

Chinese customs revenues, the view expressed by you to the effect that 

it would not appear to be worth while for the Foundation to take any 

initiative at this time along the lines suggested, seems to us to be 

sound. The general question of payments upon obligations secured. 

on the Chinese customs revenues is one, as you know, which has re- 

ceived and is receiving our close attention. 

83 See telegram No. 83, February 10, 5p. m., p. 103. 
“ Of the Board of Trustees, China Foundation for the Promotion of Education 

and Culture. 
* Neither printed. ne _
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With regard to the question you raise in connection with the Tsing- 
hua University Endowment, our attitude is, as it has been in the past 
in connection with the China Foundation, that in matters relating to 
the functioning of the Board of Trustees of the Foundation it is not 
the practice or the desire of the Department of State to intervene 
except in cases of absolute need therefor. The Department is. pri- 
marily concerned that the remitted Boxer Indemnity payments be used 
“for the purpose of further developing the educational and other 
cultural activities of China”. The Department has also indicated on 
occasion that it is not disposed to ignore action which in its opinion 
would be in violation of the constitution of the China Foundation. The 
questions which you raise in regard to the Tsinghua University En- 
dowment do not appear to us to involve either of the foregoing 
considerations. | . os 

I note that you expect to attend the meeting of the Foundation 
Trustees in Hong Kong in April. If, before your expected departure, 
there are other questions that occur to you in regard to which you 
desire to consult the Department and upon which we might appro- 
priately comment or offer suggestions, we shall be pleased to hear 
from you. . 

_ Sincerely yours, Bae -  Maxweii M. Haminron 

693.002/823 : Telegram 

Lhe Ambassador in Japan (Grew) to the Secretary of State 

| - Toxyo, February 17, 1939—8 p. m. 
| [Received February 18—7:30 a. m.] 

96. Department’s 17, January 19, 9 p. m., Canton Maritime Cus- 
toms. The procedure envisaged in Department’s paragraph numbered 
1 was followed in an interview with the Minister for Foreign Affairs 
today. The Minister replied that he took note of my statement but 
made no further comment. | 

GREW 

693.002/840 : Telegram 
Lhe Consul General at Shanghai (Gauss) to the Secretary of State 

| SHancuat, March 16, 1939—5 p. m. 
a [Received March 16—12:11 p. m.] 

214. 1. Inspector General of Customs has informed me that he has 
received instructions from the Minister of Finance to the effect 

“See Ambassador Grew’s memorandum of February 17, Foreign Relations, Japan, 1931-1941, vol. I, p. 74%.
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that the Executive Yuan understands that the Japanese intend to re- 

open the Yangtze River to navigation but intend to control steamer 

routes and aids to navigation to supervise outdoor customs activities, 

to increase authority of Japanese pilots, and to negotiate with In- 

spector General for recruitment of additional Japanese staff to meet 

the new conditions, wherefore the Executive Yuan had directed the 

Minister of Finance to instruct the Inspector General not to come to 

any understanding respecting additional Japanese employees and 

that the customs should employ means to destroy the Yangtze aids to 

navigation and block the fairway. At the same time the Foreign Office 

ig instructed to invite the attention of the American and British Gov- 

ernments to the question, pointing out that if the customs is placed 

under the control of the Japanese employees the trade with Europe and 

America will be adversely affected, loans secured on the customs will 

be less adequately protected, and should the war be prolonged Japan 

would probably use the customs revenue for her own advantage. 

9. Inspector General proposes to reply that he has reached no 

understanding with Japanese in regard to reopening of Yangtze 

customshouses and recruitment of staff therefor but when these ports 

are to be reopened he expects to receive demands for additional Jap- 

anese staff and he has received information that Japanese will de- — 

mand appointment of a number of Japanese commissioners and depu- | 

ties for work in customshouses in occupied areas and he will make 

every endeavor to reduce these demands when presented but if he 

is compelled by the imperious necessities of the hostilities to appoint 

a few more senior Japanese he will endeavor to do so on a contract 

basis and not on a permanent basis. | 

3. Inspector General informs me that the best terms he is likely to 

be able to secure will be that the customs controlling authority in the 

majority of the ports will remain in the hands of non-Japanese com- 

missioners, that no individual port will be staffed entirely by Jap- 

anese, and if he is compelled to appoint a few more senior Japanese 

to the service he will endeavor to do so on the contract basis. : 

4. Inspector General tells me orally that he cannot continue to main- 

tain the integrity of the Customs Administration if he receives man- 

datory instructions from the Chinese Government prohibiting the 

further employment of Japanese. Under the circumstances he asks 

me to request that our Embassy at Chungking make representations in 

the matter to the Ministry of Finance. He states that the British 

Ambassador has agreed to instruct his representative at Chungking 

to that end. 

®. I consider that so far the Inspector General has been able to do 

exceptionally well in resisting Japanese pressure and while he has 

necessarily had to employ number of Japanese junior customs officers 

for outdoor customs work and to assign senior Japanese members of
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the customs to more important work, no port is definitely under Jap- 
anese control and the integrity of the service is being maintained. If 

.he is to receive mandatory instructions from the Executive Yuan 
such as those outlined in paragraph 1, it is of course impossible for 

_ him to continue to function. If he resigns it is not likely that he 
could be replaced by an appointee of the Chinese Government and 
the customs would definitely fall into J apanese hands. He must be 
allowed a reasonable latitude and discretion if he is to continue to 

| function, and I am therefore personally of the opinion that repre- 
sentations at Chungking should be authorized. 

_ Repeated to Chungking and Peiping. 
. | , Gauss 

893.156CH/260 : Telegram | 

| Lhe Chargé in China (Peck) to the Secretary of State 

oo ) Cuunexine, March 17, 1939—11 a. m. 
_ [Received 2 p. m.] 

_ 185. Department’s 286, November 9, noon, regarding Chefoo Har- 
bor Improvement Commission. Note was sent November 9. Note 
from the Foreign Office, dated March 10, received March 13, first 
acknowledges receipt of the Embassy’s communications of November 
2 and 9 and then quotes the Ministry of Finance as follows: 

(Embassy’s translation) “A further communication on this subject has been received from the Inspector General of Customs transmitting a petition from the Commissioner of Customs at Chefoo reporting the circumstances of the taking over. 
At the very beginning, that is on September 10, the bogus Chefoo Municipal Office sent a letter demanding the dissolution of the Chefoo Harbor Improvement Commission and the handing over completely to the custody of that office of its functions and properties. The Com- mission thereupon convened an emergency meeting. Mr. H. Nagaoka, Japanese Consul at Chefoo, attended the meeting on behalf of the consular body in his capacity as Senior Consul, and proposed the im- mediate dissolution of the Commission and the handing over all activi- ties and properties to the bogus Municipal Office. He also stated that the matter had received the support of the Japanese Navy. The Com- mandant was thus compelled to take over the property and on the same day the transfer was approved. All deposits in the Bank of Commu- nications were on that day transferred to the bogus Chefoo Municipal Office against a receipt which was placed on file. The money was delivered the next day by the bogus Municipal Office to the J apanese authorities. All other properties are under investigation and an in- ventory it [¢s?] being compiled. 
As regards the functions of the Commission, they were originally transferred by the bogus Municipal Office through the Japanese naval 

* Foreign Relations, 1938, vol. 111, p. 748.
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authorities to the ‘Federated Shipping Bureau’ for handling. They 

were then taken over by the ‘Chetoo Harbor Office’ which was estab- 

lished on November 10 under the guidance of the Japanese naval 

authorities. 
The harbor taxes formerly levied by the Customs on behalf of the 

Commission have been collected since the dissolution of the Commis- 

sion, first, by the ‘Federated Shipping Bureau’, and later by the 

‘Chefoo Harbor Office’ through employment of the original persons 

of the Commission and at the original rates.” 

The Foreign Office communication is as follows: 

“The Ministry in inditing this third person note has the honor to 

state that the Chinese Government decidedly can not recognize this 

illegal change brought about in the organization of the Chefoo Harbor 

Improvement Commission by Japan and the bogus organ. The Amer- 

ican Embassy in China is requested to pay serious attention to the mat- 

ter and to refuse cooperation. A reply 1s also requested.” | 

Unless otherwise instructed I will acknowledge saying the matter 

has been referred to the Department. 

Repeated to Peiping, latter repeat by mail to Tokyo. | 

, | | PECK 

693.002/844 : Telegram | : 

The Chargé in China (Peck) to the Secretary o f State 

Cuunexine, March 20, 1939—11 a. m. 

| [Received March 20—8:50 a. m.] 

193. Shanghai’s 214, March 16, 5 p. m. On March 19, 2 p. m., at 

luncheon given by me the French Ambassador informed me he had 

received from the Counselor of the French Embassy in Shanghai a 

report of Kung’s instruction to Maze * accompanied by recommenda- 

tions that representations be made to Kung. The message was of the 

same tenor as Shanghai’s telegram in reference. The Ambassador 

said he was dining with Kung the same evening and that he felt 

strongly inclined to follow the Counselor’s advice. He inquired con- 

cerning my opinion and intentions. I said that the Department had 

hitherto merely expressed to the Japanese and Chinese Governments 

its interest in the maintenance of the integrity of the Chinese customs 

and had refrained from giving specific advice to the Chinese Govern- 

ment and that consequently I should await the Department’s instruc- 

tions in the present instance. The Ambassador then made similar 

inquiries of the Secretary in charge of the British Diplomatic Mission 

and was told that the British Ambassador in Shanghai was awaiting 

‘nstructions from London. The French Ambassador then said that 

® cir Brederick Maze, British Inspector General of Chinese Customs.
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he would await instructions from Paris before making any represen- 
tations to Kung. | 
Repeated to Peiping, Shanghai. | : 

PrcK 

893.51 Salt Funds/225 : Telegram 7 OO 
_ ‘Lhe Chargé in China (Peck) to the Secretary of State 

| CHUNGKING, March 22, 1939—3 p. m. 
[Received March 22—8:30 a. m.] 

198. O. C. Lockhart,” Associate Director General of the Chinese 
Government Salt Administration, recently arrived in Chungking in 
compliance with instructions. He and I have tacitly avoided dis- 
cussion of his affairs but he has informed Drumright ® orally and 
confidentially that he is considering the possibility of tendering his 
resignation unless steps are taken by the Chinese authorities to restore 
the principle of joint authority and responsibility of the foreign 
and Chinese officers of the salt service, the maintenance of which 
principle has been repeatedly asserted to be the policy of the Chinese 
Government. (See Embassy’s 175, March 29, 10 a. m., 1938 ® for 
what appear to be most recent assurances on this point.) Dr. Lockhart 
declared there has been an increasing tendency on the part of the 
Chinese authorities to disregard the principle of joint responsibility, 
especially in the case of his Chinese colleague, Mr. T. C. Chu, with 
whom he is not at present on good terms. Dr. Lockhart stated that 
the situation has become so unsatisfactory from his standpoint that 
he is considering the possibility of seeking a “showdown” before the 
Minister of Finance and that if satisfactory assurances are not forth- 
coming from the Minister in respect to the principle of joint respon- 
sibility he would appear to have no alternative but to resign. In this 
connection he deprecated Chinese pretensions that the principle of 
joint responsibility is being faithfully observed, whereas in reality 
it is being trampled upon. 

Dr. Lockhart did not ask for American interposition on his behalf 
and the foregoing is therefore reported solely for the information of 
the Department. (See Embassy’s despatch No. 107, December 19 ® 
in regard to the British proposal for the negotiation with the Japanese 
of a modus vivendi relating to the Salt Administration.) 

Repeated to Peiping, Shanghai. Peiping mail to Tokyo. 
PEcK 

“An American citizen. 
“Everett F, Drumright, Third Secretary of Embassy in China. area qualations, 1938, vol. m1, p. 674.
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693.002/844 : Telegram | | 

The Acting Secretary of State to the Chargé in China (Peck) 

Wasuineron, March 22, 1939—4 p. m. 

52. Shanghai’s 214, March 16, 5 p. m., to the Department and your 

193, March 20, 11 a. m., to the Department in regard to the request 

of the Inspector General of Customs that representations be made 

by the American Embassy to the Chinese Ministry of Finance urging 

that the Chinese Government refrain from issuing mandatory instruc- 

tions to the Inspector General prohibiting further employment of 

Japanese. 
Department approves reply made by you to French Ambassador and 

desires that you refrain from making any approach to the Chinese 

Government in the matter. If, however, an appropriate official of 

the Chinese Government should bring up the subject, Department 

suggests that, as upon your own initiative, you informally indicate 

the interest of the American Government in the maintenance of the 

administrative integrity of the Chinese Maritime Customs Service 

and mention the points made by Gauss in paragraph 5 of his telegram | 

under reference, stating that you are confident that the Chinese Gov- | 

ernment is giving appropriate consideration to those points as well 

as to all other important factors involved. | 

Repeated to Peiping and Shanghai. , ; 
WELLES 

893.51/6850 
| 

Memorandum of Conversation, by the Chief of the Division of Far 

Eastern Affairs (Hamilton) 

[Wasuineton,| March 23, 1989. 

Mr. Tsui of the Chinese Embassy called at his request. He left 

with me the attached memorandum of March 23 * in regard to a de- 

cision reached by the Chinese Government relating to the future serv- 

ice of salt-secured debts. 

Mr. Tsui said that the Chinese Minister of Finance made the re- 

quest that the Department forward copies of the memorandum to the 

Foreign Bondholders Protective Council and to J. P. Morgan and 

Company © and that the Department use its influence toward obtain- 

ing acceptance of the proposal outlined in the memorandum. 

I said that we would study the contents of the memorandum. I 

inquired also whether it was not a fact that in regard to negotiations 

of several years ago relating to the Chinese Government’s salt-secured 

* Infra. 
® Copies were forwarded as requested (898.51/6858) .
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debts to American creditors, the negotiations had been conducted di- 
rectly by the Chinese Government with the American creditors or 
their representatives; in other words, the State Department had not 
acted as an intermediary. Mr. Tsui replied that it was his recollection 
that the negotiations had been carried on directly between the Chinese 
Government and the interested Americans or their representatives. 

| Mr. Tsui said that the salt-secured debts in so far as American 
nationals were concerned were the Hukuang loan, the Continental 
and Commercial Bank loan, and the Pacific Development loan. 

| M[axweti] M. H[amrton] 

893.51/6850 | 

The Chinese Embassy to the Department of State 

| MEMORANDUM | | 
The Chinese Government has been much concerned to continue the 

debt service despite the unprecedented difficulties and only with the 
greatest reluctance announced on January 15, 1939, that it could no 
longer provide service of full customs obligations. In view of Japa- 
nese interference with the salt revenue, the Government now is obliged 
to apply similar measure in respect of salt secured debts. The salt 
administration has been provisionally instructed to act accordingly 
and also to set aside in special account in the Central Bank of China 
appropriate share of service of salt loans. This measure will be 
shortly announced and meanwhile is confidential. 

The Chinese Government does not wish the situation resulting from 
| these measures to continue without an effort to arrive at a reasonable | 

arrangement to maintain debt service so far as practicable having 
regard to the abnormal conditions of obtaining vital necessities for 
prosecuting the war and to the pressing demand for financial and 
economic stability. The Chinese Government is therefore initiating 
negotiations with the representatives of the creditors in respect of the 
customs and salt secured loans. 

The present debt situation is due solely to the war. Prior to July, 
1937, China had been making great financial and economic progress. 
Adequate revenues were being developed, financial administration im- 
proved, currency stabilized, old debts in arrears mostly settled, and 
budget equilibrium within reach. Railways, roads and air communica- 
tions were being improved and extended and industry developed. 
Japanese aggression destroyed over night this promise of a new era 
of progress. 

Notwithstanding the disparity of resources and equipment, China 
has waged the one sided war much longer than expected, but until 
recently, she has been left to fight almost unaided other than by valu-
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able aid from American silver purchases. She has no heavy indus- 

tries and her export trade has been crippled; hence the import of 

essential supplies is largely against cash. Her economy is gravely 

disrupted by the Japanese and it is a matter for wonder that during 

recent months her financial organization has not been broken down. 

Nevertheless, the Government has made all efforts to maintain 

currency and credit, and feel entitled to recognition of its attitude 

toward debt in foreign currency which was fully maintained for 

eighteen months of war. The Government has reluctantly concluded 

that there is no alternative but to seek cooperation of the bondholders. 

It therefore proposes for the next twelve months to pay in exile foreign 

| currency in respect of customs and salt secured loans held by public 

one coupon on loans receiving full interest, and half annual interest 

on loans paid under settlements providing for less than full interest. 

Reduction in payments is to be regretted, but the Government would 

point out that the bondholders have received more than would be 

usually expected under the circumstances of the past twenty months 

of war. This would be a temporary arrangement and it is intended 

to resume full service at earliest possible moment. Similar proposals 

are being made to appropriate creditors’ representatives in other 

countries. | 

The Chinese Government appeals for sympathetic and favorable 

consideration of this offer by the friendly governments and peoples. 

In order to avoid delay the Government is putting forward in the _ 

first instance the utmost it can do and would make it clear that this 

is not a basis for bargaining. Half of annual interest on these loans 

is about $4,700,000.00 in American currency and is roughly equivalent 

to the unoccupied area’s share which would be about $5,100,000.00 in 

American currency based on the Chinese Government receipts of about 

90% of customs collection and, according to quotas, 35% of salt for 

which the collection data is still unavailable. The Government how- 

ever does not relate the proposal to the share of this area because 

it is unwilling to imply any possible derogation of sovereign rights in 

the occupied area. 

Wasuincton, March 23, 1939. 

493.11/2256 | 

The Chargé in China (Peck) to the Secretary of State 

No. 163 CuuncxKING, March 23, 1939. 
[Received April 7. ] 

Sir: I have the honor to refer to the Embassy’s telegram from 

Chungking No. 30, of January 16, 1 p. m., transmitting the translation 

of a note dated January 15, 1939, from the Chinese Foreign Office
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announcing the suspension as from that date of payments on foreign 
obligations secured on the Customs revenue. Reference is made, also, 

_ to despatch No. 1535, of January 25, 1939, from the Consul General at 
Shanghai * in regard to the difficulty caused by this suspension to the 
China Foundation for the Promotion of Education and Culture, both 
in connection with commitments under the 1925 remission of the Boxer 
Indemnity * and in connection with the Tsing Hua University and 
the graduate students in America, which are supported out of the 
proceeds of the 1908 remission of the Indemnity.®* 

In the absence of instructions from the Department directing that | 
any steps be taken to relieve the difficulties of these educational enter- 
prises and in the absence of any request from the Chinese authorities 
directly responsible for their conduct, I have refrained even from 
making any inquiries into the subject (in this connection see despatch 
No. 1929, of February 17, 1939, from the Embassy at Peiping “ ); 
except on one occasion. 

On March 15, at an afternoon reception given by the French Am- 
bassador, Mr. Ku Yu-hsiu, Political Vice Minister of Education, in- 
formed me that Dr. Y. C. Mei, President of the Tsing Hua University, 
had for some days been in Chungking asking that the Ministry of 
Finance and the Ministry of Education provide financial support for 
the University in lieu of the Indemnity payments, now in suspense. 
Mr. Ku said that Dr. H. H. Kung, Minister of F inance, had consented 
in principle to the extending of some degree of support, but he felt 
that the Minister of Finance would be less likely to postpone action in 
the matter if the American Embassy were to show its interest in some 
way. Having in mind the solicitude felt by the Department in past 
years for the welfare of the educational work specified in the exchange 
of notes effecting the Indemnity remission of 1908 I consented to make 
an inquiry of Dr. Kung, provided a suitable opportunity should be 
present. 

On March 17 Dr. Kung invited a small number of American citi- 
zens, including Mrs. Peck and me, to tea and in the course of a gen- 
eral conversation I inquired of the Minister how Tsing Hua Univer- 
sity was progressing. He replied that the University was progressing 
satisfactorily. I observed that I supposed the institution would be 
taken care of and Dr. Kung replied that it would. 

Respectfully yours, Wu.ys R. Peck 

** Not printed. 
" See Foreign Relations, 1925, vol. I, pp. 935 ff. 
* See ibid., 1908, pp. 64 ff.



ee | UNDECLARED WAR : 827 

693.002/850 : Telegram 

The Consul General at Shanghai (Gauss) to the Secretary of State 

SHanouat, March 31, 1939—2 p. m. 

| [Received 4:53 p. m.] 

953. Reference my telegram No. 214, March 16, 5 p. m., regarding 

Chinese Customs. | | 

1. Inspector General of Customs has now sent me translation of a 

further telegram from the Minister of Finance: (1) authorizing 

Customs to engage at their discretion when necessary foreigners on a 

broad international basis and (2) confirming previous instructions 

that additional Japanese are not to be appointed. 

9. Inspector General states regarding point 1 above that it is in- 

compatible with his position as a servant of the Government to neglect 

indefinitely to execute the categorical instructions, that enforcement 

of the instructions will necessarily involve a deadlock between the 

Inspector General and the Japanese authorities, and that should such 

deadlock ensue the disruption of the customs service and authority 

of the Inspectorate must be expected with disastrous results to China’s 

political and financial interests and to international trade, shipping 

and finance. | 

3. As to point 2 above, Inspector General states he has drawn at- 

tention to the fact that before definite measures can be devised in this 

connection it seems that a reorientation of the whole question is de- 

sirable and refers to his letter of November 7th which was sent as 

enclosure 2 of my despatch No. 1809, November 9 last year. See also 

my despatch No. 1813, November 15 last. 

Repeated to Chungking and Peiping. 
Gauss 

498.11/2255 
| 

The Chinese Ambassador (Hu Shih) to the Secretary of State 

Wasuinetron, April 3, 1939. 

My Dear Mr. Sxcrevary: I beg to refer to a Statement issued by 

His Excellency Dr. H. H. Kung, President of the Executive Yuan, on 

January 16, 1939, and the Memorandum of this Embassy under date 

of March 23, 1939, about the desire of the Chinese Government to 

maintain the loan service as far as practicable under the existing 

conditions. 
The Chinese Government particularly regrets that circumstances 

have forced it to apply the measure as announced on January 16, 1939, 

to the payment of the Indemnity of 1901 as well as to the Loans. I 

® None printed, but see telegram No. 1465, December 7, 1938, 5 p. m., from the 

Consul General at Shanghai, Foreign Relations, 1938, vol. Ii, p. 749.
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am instructed by my Government to request that the American Gov- 
ernment agree to the temporary deferment of the Indemnity payments 
during the hostilities. I beg to assure you that this request is made 
with much reluctance as my Government fully realizes that the action 
of the American Government in taking the lead in remitting the In- 
demnity has produced far-reaching and lasting benefits to China. | 

The Belgian, British, French and Netherlands Governments are 
also being approached concerning the Indemnity payments. | 

I am [etc. | | ) Hv Sur 

693.002/ 853 : Telegram | 

_ Lhe Chargé in China (Peck) to the Secretary of State 

7 | Cuunexine, April 5, 1939—11 a. m. 
| | [Received 1:38 p. m.] 

239. Telegram 253, March 31, 2 p. m., from Shanghai to the Depart- 
| ment regarding Chinese customs. The British Diplomatic Mission 

supplied me last night with a copy of a note sent by [to?] the Chinese 
Minister for Foreign Affairs on April 4 as follows: 

“Your Excellency, I have the honor, on instructions from His Majesty’s Ambassador in China, to inform Your Excellency that the - Japanese continue to exercise pressure on the Inspector General of 
Customs for the appointment of additional J apanese to the senior posts in the Customs Service, as well as for further J apanese to be appointed to Kiungchow (Hainan). In the view of the Inspector General, the complete rejection of these demands (in accordance with the categorical instructions which he has received from Your Excel- lency) would result in independent J apanese action which would jeopardize the integrity of the service at an early date. 
These instructions appear to place Sir Frederick Maze in an im- possible position. The policy which he has so far followed, namely, resistance to the Japanese so long as may be practicable followed by concessions on a minor scale, constitutes in the existing circumstances the only method of preserving the integrity of the Customs Service regime permitting Sir Frederick Maze to retain his nominal control. Your Excellency is aware that in view of His Majesty’s Government in the United Kingdom the maintenance of that integrity as long as may be possible is in the interests of Great Britain and China alike ; and I have accordingly been instructed to urge upon Your Excellency the acceptance of the views expressed by the Inspector General in his telegram No. 30 of March 16th, transmitted to you by His Majesty’s Consul General at Chungking. 
I avail myself, et cetera.” : 

Referring to despatch 2022, February 28 from Shanghai to the | 
Department ’° and especially to the telegram from the Ministry of 

" Not printed.
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Finance to the Inspector General copied therein which states inter alta 

that the American Ambassador has requested of the Ministry for For- 

eign Affairs that foreign employees of the customs shall be engaged 

on a broad international basis, a search of the files of the Embassy 

for a year past fails to show the American Ambassador has been in- 

structed to make or has made any such request. 

Repeated to Shanghai and Peiping. Latter please mail to Tokyo. 

| 
| PECK 

693.002/854: Telegram = 
| 

The Chargé in China (Peck) to the Secretary of State 

Crunexrne, April 7, 1939—4 p. m. 

a | [Received April 7—1: 29 p. m. | 

945. My 289, April 5, 11 a. m. Dr. Young ™ has called personally 

to hand me the following text of the reply of April 6 of the Minister 

of Finance to the communication of April 4 from the British Diplo- : 

matic Mission concerning the employment of Japanese in the Mari- 

time Customs. . | 

“Dear Sir. Mr. Greenway :” With reference to your communica- 

tion of April 4th concerning pressure upon the Inspector General of 

Customs to emp*oy additional Japanese in senior posts in the Customs 

Service, I would point out that the Customs has long been an expert 

snternational service of the Chinese Government, basic principles of 

which are selection because of tested fitness for the work in question, 

without discrimination as to nationality, and promotion and transfer 

according to seniority and merit. As to nationality of personnel, Sir 

‘Archibald Clark-Kerr has recently been in correspondence with the 

Chinese Government. I have always taken the position that such 

appointments are not to be made on the basis of pressure from 4a 

foreign government, and particularly at this time it could scarcely 

be expected that as Minister of Finance I could give approval to em- 

ployment of Japanese on such a basis, therefore while realizing the 

difficult situation with which Sir Frederick Maze has to deal and wish- 

ing to allow him reasonable freedom of action, I desire him to sustain 

the customs regulations and to use all practical means with the support 

of the friendly foreign powers, which I am confident will be given, 

to resist the constant Japanese pressure for increasing the number of 

J apanese nationals in the service. | | | 

ours faithfully, (signed) H. H. Kung, Minister of Finance.” 

Repeated to Peiping and Shanghai. 

| 
| _ Prcx 

™ Arthur N. Young, American Adviser to the Chinese Ministry of Finance. 

7 John Dee Greenway, First Secretary of the British Embassy in China. 

278040—55——53



830 FOREIGN RELATIONS, 1939, VOLUME IIT 
493.11/2260 : Telegram 

Lhe Secretary of State to the Ambassador in J apan (Grew) 

Wasuineron, April 20, 1939—7 p. m. | 104. Peiping’s despatch 1954, March 10,° Tsinghua University. The Department suggests that in your discretion you renew your rep- resentations of February 3, 1938.77 You may wish to review the na- ture and extent of the American interest in the University as set | forth in the Department’s 28, January 27, 1938, 7 p. m., to Peiping ” and to express the hope that there will be issued to the Japanese mili- tary authorities in Peiping such instructions as may be required to rectify the unsatisfactory situation described in Peiping’s despatch under reference, _ 
| 

Hou. $e 
493,11 /2255 , | 
The Secretary of State to the Chinese Ambassador (Hu Shih) 

Wasuineton, April 29, 1939, My Drar Mr, Ampassanor: I have received your communication of April 3, 1939, and have noted the statement to the effect that the Chinese Government particularly regrets that circumstances have forced it to defer temporarily during the period of hostilities in China the payment of the Indemnity of 1901. 
I regret the existence of the conditions which, as you state, cause your Government with much reluctance to bring this matter to the at- tention of the American Government. The educational and cultural activities which the remissions of the American share of the Indemnity have supported in China have, I believe, proven beneficial to the Chinese people and have constituted an important factor for good- will between the Chinese people and the American people. The cessation of that support would have a most unfortunate effect upon Tsinghua University and other projects and individuals dependent for support upon the remitted payments. I am therefore pleased to note that, in your conversation with Mr. Hamilton on April 5,” you were in position to state that, if educational and scientific institutions which are being supported by American remissions of indemnity ‘should experience difficulties, the Chinese Government would endeavor to do what it could to meet their needs, 

IT am [etc.] 
Corpett Huy 

“Not printed. | | | “ Memorandum of conversation not printed. |



UNDECLARED WAR oe 831 

893.51/6876 | | 

The Chinese Ambassador (Hu Shih) to the Secretary of State™ 

Wasuineton, April 26, 1939. 

My Dzar Mr. Secrerary: Referring to.a Statement issued by His 

Excellency Dr. H. H. Kung, Minister of Finance, on January 15, 1939, 

and the Memorandum of the Chinese Embassy under date of March 23, 

1939, concerning the service of the loans secured by the customs and 

salt revenues, I beg to enclose herewith for your information and con- 

sideration copies of telegraphic messages from His Excellency Dr. 

H. H. Kung, dated Chungking, April 14, 1939, and April 20, 1939, 

respectively. | | : | 

I am [etc.] | Hu Sua 

[Enclosure 1] 

Text or A TELEGRAPHIC Mzssace REcEIvED BY THE CHINESE EMBASSY 

From His Excetsmncy Dr. H. H. Kune, Mrnisrer or Frnance, 

Daten Cuuncxine, Aprin 14, 1939 

The Chinese Government will, as previously stated, meet the unpaid 

service aS soon as conditions permit. However, the Japanese are 

detaining and interfering with the pledged customs and salt revenues 

in the occupied areas which action, together with their interference 

with the Chinese currency, is responsible for the suspension of loan 

payments and the temporary inability to pay more than fifty percent 

of the interest. The Chinese Government, therefore, hopes that the 

friendly foreign governments can prevail upon the Japanese to allow 

the utilization for debt service of the pledged revenues collected in the 

occupied areas. | | 

The Chinese Government proposes the following temporary plan 

in respect of the unpaid service: | 

(1) The Chinese Government to issue non-interest-bearing Treas- 

ury Bills for the total amount of the unpaid service of the loan covered | 

by the proposal. The Treasury Bills are to be considered as interim 

payment and not as creating an obligation additional to the coupons 
and drawn bonds unpaid. 

(2) The Treasury Bills to be replaced by cash in proportion to the 

difference, if any, between the payment in foreign exchange to the 

bondholders and the share of the area not subject to Japanese 

interference. | , 
(3) The Treasury Bills also to be replaced by cash derived from 

the occupied areas. It would be understood that the creditor govern- 

ments in pressing the Japanese to allow the utilization for loan service 

of the revenues derived from the occupied areas would avoid any 

~SPhis nete from the Chinese Ambassador was acknowledged by the Under 
Secretary of State on May 15, stating that the matter was under consideration.
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action—such as, acceptance of the puppet Treasury Bills or other- 
wise,—that might imply any question as to the maintenance of China’s 
sovereign rights or recognition of the bogus regime. The Treasury 
Bills and cash, if any, would be held by the Inspector-General of 
Customs and Associate Director-General of Salt as the joint trustees and would be locked up in vault under their joint control. Oo 
(4) No payment of foreign exchange would be made directly or 

indirectly from the trust fund without the consent of the Chinese _ Government. — | oe a 
(5) The Treasury Bills and cash would be paid on the basis of the open market rate of exchange and would be adjusted from time to time. 
The Chinese Government earnestly hopes that an early agreement 

can be reached on the basis of the proposal in the Memorandum of the 
Chinese Embassy under date of March 23, 1939, supplemented by the 
above plan. 

[Enclosure 2] 

Text or a Terecrarnic Messace RECEIVED BY THE CHINESE Empassy 
From His Excuttency Dr. H. H. Kuna, Mrvisrer or Finance, 
Datep Cuunexine, Avrit 20, 1939 —— | 

The proposal communicated in my telegram of April 14, 1939, enu- 
merates various safeguards in connection with the suggested method 
of handling unpaid debt service. The Chinese Government attaches 
particular importance to the avoidance of any action that might imply 
any question as to China’s sovereign rights in the occupied areas or 
the recognition of the bogus regime. In addition, the Chinese Gov- 
ernment would desire the friendly governments to keep in mind the 
points hereinafter stated in connection with any representations to 
Japan to allow the release of the pledged revenues in the occupied 
areas: 

(1) In the event that the payments from these revenues fall short of covering the proportionate service of all debts outstanding before the hostilities, any payments to be received are to be considered as on account and not as full payment, thus preserving the position as to internal loans. 
(2) The Chinese Government is to receive as much as possible of the pledged revenues detained by the Japanese prior to J anuary 15, 1939, when the debt measures were announced. It will be recalled that the Chinese Government has advanced 175 million dollars to the Customs for debt service. 
(8) Payment in respect of the period subsequent to J anuary 15, 1989, is to be turned over to the Trustees mentioned in the telegraphic message of April 14, 1939, and under the conditions specified therein. (4) In case the Japanese raise the question of the Japanese portion of the Boxer Indemnity, it should be noted that the Chinese Govern- ment cannot pay it especially since the J apanese in effect have taken customs funds from which the Japanese portion is payable. “It, is, therefore, considered that they have paid themselves and, furthermore,
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they are holding and using the revenues rightfully belonging to the 

creditors of other nationalities. 

(5) Payments from the pledged revenues of the occupied areas in 

respect of the period since January 15, 1939, should be figured at the 

market, rather than the official, rate of exchange. 

(6) It is hoped that any negotiations undertaken by the friendly — 

governments with Japan will be on the basis of efforts to prevail upon 

the Japanese to allow the utilization of the pledged revenues detained 

rather than the implementation of the Customs Agreement. 

898.51/6888 | | 

Memorandum of Conversation, by the Assistant Chief of the Division | 

of Far Eastern Affairs (Mackay) 

[WasHineton,] May 4, 1989. 

Subject: Chinese Government Proposal in regard to the Service of 

Loans secured by Customs and Salt Revenues 

Mr. Mackay telephoned Mr. White “ and referred to the conversa- 

tion between Mr. White and Mr. Hamilton which took place on May 2 

in regard to the subject stated above. | 

Mr. White referred to the receipt by him of a copy of the text of 

a message under date April 14, 1939, received by the Chinese Embassy 

in Washington from Dr. H. H. Kung in which was set forth a “tempo- 

rary plan in respect of the unpaid service” of Chinese obligations (see : 

enclosure to 893.51/6876). Mr. White asked for an intimation of the 

Department’s views in regard to the plan under reference. Mr. 

Mackay replied to the effect that the proposal as set forth in Dr. 

Kung’s message of April 14 is by no means clear ; that the Department 

is giving consideration to the matter arid that no decision has been 

reached.. Mr. Mackay expressed his personal view that a proposal 

by the Chinese Government which modified existing agreements be- 

tween the Chinese Government and American bondholders would be 

a matter for consideration and decision by the affected bondholders 

rather than by the Department. Mr. White concurred in the view 

expressed and said that he had under consideration a communication 

to be sent to the Chinese Embassy in Washington in which, in brief, 

he would point out that, as a large proportion of the Treasury Notes 

issued in connection with the so-called Chicago Bank Loan ($3,571,000 

out of the total issue of $5,500,000) is believed to be held in China, 

it might be possible for the Chinese Government to effect service of 

such notes in Chinese currency, thus eliminating the question of for- 

eign exchange, and by so doing enable the Chinese Government to 

service in full the remaining notes of the loan which are now held 

‘n the United States. Mr. White also said that as the Hukuang 

% Francis White, President, Foreign Bondholders Protective Council.



334 FOREIGN RELATIONS, 1939, VOLUME II 

Loan was issued only in part in the United States he did not contem- 
plate taking any action in regard thereto, at least until such time as he had heard from the representatives of the bondholders of the portions of the loan issued in London and elsewhere. Mr. White 

_ added that his communication to the Chinese Embassy would of course 
be conciliatory and would indicate full recognition of the difficulties now being faced by the Chinese Government but that for obvious 
reasons he could not approve of any plan which would be less favorable to American bondholders than to bondholders of other nationalities, In conclusion Mr. Mackay said that the Department would be pleased to receive any additional information or comment which the Foreign Bondholders Protective Council might wish to offer, and in turn Mr. White expressed the hope that the Department would pass on to him any information of importance which might be helpful to the Council in its consideration of the subject under discussion, 

893.51 Con-Ob Continental/201. - 
Memorandum of Conversation, by the Assistant Chief o f the Division 

| of Far Eastern Affairs (M ackay) | 

| [Wasuineron,] May 27, 1939. 
Participants: Mr. Francis White, President, Foreign Bondholders 

Protective Council, | 
Mr. Hornbeck 77 
Mr. Mackay 

Subject: Proposals of the Chinese Government with respect to the service of its obligations secured on customs and salt revenues. 
Mr. White called at the Department and was received by Mr. Mackay. Mr. White offered comment in regard to the above subject and later covered the same ground with Mr. Hornbeck. 
Mr. White prefaced his remarks by a rather lengthy dissertation on difficulties experienced by the Foreign Bondholders Protective Council as a result of the attitude displayed by the representatives of British bondholders with reference to outstanding obligations of various South American governments—a dissertation which Mr. White later termed as “neither here nor there”. Mr. White then said that he had 

been in communication with J. P. Morgan and Company with regard 
to the views of the Chinese Bondholders Committee at London on the 
question of the seniority of various Chinese loans and added that the 
British Committee was contending for payment in full of interest, due 
on the British loans of 1898 and 1908. Mr. White said that the Foreign Bondholders Protective Council, by letter under date May 22 
addressed to the British Committee had, in effect, stated that China’s 

" Stanley K. Hornbeck, Adviser on Political Relations,
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difficulties in meeting its obligations arose not so much from a lack 

of funds as from a lack of foreign exchange; that alien onthecustoms — 

or salt revenues did not give any priority of rights on exchange; and 

that the Council was therefore in agreement with the Chinese Govern- 

ment that all loans should take a proportionate cut so that there might 

be no discrimination in the amount of exchange provided for each 

loan. Mr. White then asked whether the Department would suggest 

to the Chinese Embassy in Washington, perhaps orally and informally, 

that the text of any proposed announcements in regard to the future 

service of Chinese loans be made known to the Council and to J. P. 

Morgan and Company sufficiently in advance of publication to permit 

of comment and possible revision if revision should be necessary. Mr. 

White said that J. P. Morgan and Company had pointed out the possi- 

bility that the “Treasury bills” which the Chinese Government pro- 

poses to issue in amounts equal to the total unpaid service of outstand- 

ing loans might require registration with the Securities and Exchange 

Commission, a possibility which the Chinese authorities might not be 

aware of and that therefore it was highly desirable that the Council 

and J. P. Morgan and Company have an opportunity to study and to 

offer comment in regard to the specific terms of any Chinese Govern- | 

ment proposal before publication thereof. - | 

Mr. Hornbeck said that the subject under discussion would require 

careful consideration and suggested that Mr. White inform the De- 

partment in writing of his views and of his request of the Department 

in regard to the matter. Mr. White said that he would be pleased to 

do so and would suggest to J. P. Morgan and Company that they also 

write to the Department. 

893.51/6906 

Memorandum of Conversation, by the Assistant Chief of the Division 

of Far Eastern Affairs (Mackay) 

[WasHineton,] June 2, 1939. 

Responsive to requests made of the Department by J. P. Morgan 

and Company (see Mr. Arthur Anderson’s letter of May 31%) and 

by the Foreign Bondholders Protective Council (see Mr. Francis 

White’s letter of May 31%), Mr. Mackay telephoned to Mr. Tsui 

of the Chinese Embassy in regard to the recent proposals of the 

Chinese Government with respect to the service of its obligations 

secured on the Customs and Salt revenues. Mr. Mackay referred 

to the requests made of the Chinese Embassy by J. P. Morgan and 

Company and by the Foreign Bondholders Protective Council to 

™ Not printed. 
® Not found in Department files.
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the effect that the texts of any proposed announcements in regard 
to the future service of Chinese loans be made known to them suffi- 
ciently in advance of publication to permit of study and of comment 

| should any revision seem desirable. Mr. Mackay said that, as any 
proposals of the Chinese Government affecting American bondhold- 
ers would require careful consideration and might possibly present 
complications in view of the existing regulations of the Securities 
and Exchange Commission, it would seem desirable from the point of 
view of all concerned to accord to the representatives of the American 
bondholders ample time in which to study and to offer comment in 
regard to such proposals. Mr. Mackay expressed the hope that the 
Chinese Government would see its way clear to follow such a course. 

Mr. Tsui said that he was aware of the desires of J. P. Morgan 
and Company and of the Foreign Bondholders Protective Council, as referred to above, and that he would at once refer the matter to the Chinese Ambassador with a view to acquainting the Chinese For- 
eign Office by telegram of the situation under discussion. 

693.002/868 : Telegram 

Lhe Chargé in Japan (Dooman) to the Secretary of State 

| Toxyo, June 3, 1939—noon. 
[Received June 3—10: 45 a. m.] 

258. Shanghat reports the receipt of a communication dated May 17 from the Inspector General of Customs referring to the promulga- 
tion on May 2 of an ordinance of the Wuhan municipality providing for the establishment of a “preparatory office of Customs Adminis- tration” apparently for the purpose of directing, supervising and controlling all customs matters. The Inspector General also reports that it is rumored that the Wuhan Municipal Tax Bureau is already collecting duty on native goods from inland places. 
The British Embassy has received a similar report though it would appear that no such body as that reported by Maze has been estab- lished up to the present. The British think it would be wise for them to put in a word before the plan develops further. They have ex- pressed the hope that we may see our way Clear to take similar action. The question is here raised whether the integrity of the Chinese Customs is involved by the reported action of an ordinance of the Wuhan municipality and if such is the case whether our position as set forth in telegram No. 686, October 26, 5 p. m.™ should be 

” Foreign Relations, 1988, vol. 1, p. 746.
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altered. The Department’s instructions in the premises are respect- | 

fully requested. OO 

Repeated to Hankow and Chungking. | 

| | Dooman 

893.51 Salt Funds/229 : Telegram | 

The Chargé in China (Peck) to the Secretary of State 

CHUNGKING, June 4, 1939—10 a. m. 
| [Received June 4—5 a. m.] 

359. My 198, March 22,3 p.m. Lockhart has been negotiating with 

the Chinese authorities concerned and has now handed to the Embassy | 

a memorandum dated May 26 describing the way in which, contrary 

to various undertakings given by them, the Chinese have cur- 

tailed the authority of the foreign officials of the Salt Administration 

and asserting that this action creates doubt in regard to the value 

of the salt revenue as dependable security for American and other 

obligations. The writer inquires whether the Embassy might not 

be authorized to support his position with a view to the protection 
of American interests involved. Text of the memorandum is going 

forward by air mail.™ | a | - 

Writer informs me that he described the situation to the British 

Ambassador and the latter indicated willingness to Join in representa- 

tions to the Chinese Government. I infer it is the writer’s intention — 

to approach the French Ambassador when he arrives in Chungking 

about June 10. | 

Repeated to Peiping, Shanghai. 
| Prck 

693.002/868 : Telegram | | 

The Consul General at Shanghai (Gauss) to the Secretary of State 

| Suaneuat, June 5, 1939-—noon. 
[Received June 5—6 a. m.] 

462. Reference Tokyo’s 258, June 3, noon, regarding Japanese 

snterference with Customs at Hankow. Inspector General of Cus- 

toms informs me of receipt of a further telegram from the Com- 

missioner of Customs at Hankow from which it appears that the 

general in charge of the special service section (presumably of the 

Japanese Army) has verbally approved Japanese eviction of customs 

staff from post office and asserted that Hankow customs staff being 

appointees of Chungking regime are not yet authorized to collect 

duties and dues; that Japanese stationed at the post office and under- 

* Not printed.
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stood to be under army special service section are arbitrarily releasing 
dutiable foreign and domestic parcels sometimes free and sometimes 
charging tax and whole system is haphazard; that the Commissioner 
considers further protest by himself useless for the present especially 
as the interpreting is extremely poor; and that reports of a tax levy 
on junk cargoes continue persistent but proof is not obtainable since 
no receipts are said to be issued. | 
Repeated to Tokyo, Hankow, Chungking and Peiping. 

| | Gauss 

693.002/868 ; Telegram . 

Lhe Secretary of State to the Chargé in Japan (Dooman) 

| : WasHIncTon, June 6, 1989—6 p. m. 
153. Your 258, June 3, noon, and Shanghai’s 462, June 5, noon, 

Hankow Customs. The Department desires that, in your discretion, 
after consultation with your British and French colleagues, you make 
an approach to the Japanese Foreign Office along the general lines 
authorized in the Department’s 392, November 18, 1938, 8 p. m.,” in 
regard to the seizure by the Japanese of control of the Chinese Mari- , 
time Customs at Canton. 
Repeated to Hankow, Chungking, and Peiping. | 

| Hoi 

693.002/872 : Telegram | 
Lhe Consul General at Shanghai (Gauss) to the Secretary of State 

SHANGHAI, June 7, 1939—11 a. m. 
: [Received June 7—7:45 a. m.] 
470. Reference my No. 462, June 5, noon, regarding Customs at 

Hankow. Inspector General of Customs now informs me that the 
Commissioner of Customs at Hankow telegraphs that it is reported 
that postal parcels whether or not dutiable are being delivered free 
for the present, that is, the tax levy to which reference was made in 
previous telegrams has been suspended. 

Repeated to Tokyo, Peiping, Chungking and Hankow. 

Gauss 

893.51 Salt Funds/229 : Telegram 

Lhe Acting Secretary of State to the Chargé in China (Peck) 

WasuineTon, June 7, 19839—4 p. m. 
99. Your 359, June 4, 10 a. m., in regard to Salt Administration. 
1. Department is not in position, in the absence of knowledge of the 

"Foreign Relations, 1938, vol. 11, p. 749.
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contents of the memorandum of May 26 described in your telegram 

under reference, to decide whether the curtailment of the authority of 

the foreign officials of the Salt Administration is likely in fact to 

prejudice the position of obligations held by American citizens upon 

the security of the salt revenues in such a way as to give those holders | 

a cause for legitimate complaint. : a | 

9. If you feel that the action complained of by Lockhart does afford 

ground for complaint on the part of American bondholders, the De- 

partment authorizes you in your discretion to make appropriate in- 

formal representations to the Chinese Government in regard to the 

matter. Oo | . | 

Repeated to Peiping and Shanghai. | | 

| | | WELLES 

893.51/6910 a | 

The Chinese Ambassador (Hu Shih) to the Secretary of State — 

a WASHINGTON, June 8, 19389. 

My Dear Mr. Secretary: Referring to my note of April 26, 1939, 

enclosing two telegraphic messages from His Excellency Dr. H. H. 

Kung, Minister of Finance, I beg to enclose herewith a copy of an- 

other telegraphic message from Dr. Kung, dated Chungking, June 7, 

1939, concerning the service of the loans secured by the customs and 

salt revenues and the deferment of payment of the Indemnity of 1901, | 

for your consideration. | , 

I am [etc.] Hv Sui 

oo [Enclosure] a 

Text oF A TELEGRAPHIC Mrssacze RECEIVED BY THE CHINESE EMBASSY 

From His Excertency Dr. H. H. Kune, Mrisrer or Finance, 

Datep CHUNGKING, JUNE 7, 1939 

Please communicate the following to the United States Govern- 

ment: | 

Reference is made to the Chinese Ambassador’s note of April 26, 

1939, enclosing two telegraphic messages from His Excellency Dr. 

H. H. Kung, dated Chungking, April 14, 1939, and April 20, 1939, 

respectively. In these messages the Chinese Government expressed 

hope that the friendly foreign Governments can prevail upon Japan 

to allow utilization for debt service of the pledged revenues in the 

occupied areas, and laid before the Governments and the creditor 

representatives a plan relating to the part of debt service that would 

not be transferred under the proposed debt arrangement, which plan 

_ formed part of the proposal. 

Negotiations with the creditor representatives while not yet com-
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pleted appear to be approaching completion. The Chinese Govern- 
ment considers that it would be very desirable if contributions from 

| the occupied areas could be forthcoming coincidental with the resump- 
tion of payments in pursuance of the arrangements, which, it is hoped, 
will shortly be agreed upon. It therefore again expresses the hope 
that the friendly Governments, either jointly or severally, will press 
the Japanese authorities for such contributions. In this connection 
the Chinese Government points out that the accumulation of collections 
in Chinese currency in Japanese banks is very prejudicial to the posi- 
tion of the currency in the occupied areas in the stability of which the 
friendly Governments have taken a very helpful interest. | 
Reference is also made to the Chinese Ambassador’s note of April 

3, 1939, requesting agreement to the deferment of payment of the In- 
) demnity of 1901 temporarily during the hostilities, to which note so far 

no definite reply has been received. Inasmuch as certain loans are 
secured upon the Belgian, British and French portions, the Chinese 
Government very much hopes that, when the debt arrangement [is] 
announced, it will be possible also to announce the deferment of the 
Indemnity payment except in so far as required to cover payments in 
respect of loans secured thereon under the arrangement. An early 
favorable reply would be greatly appreciated. pa 

898.51 Salt Funds/230 : Telegram | | | | | 

Lhe Chargé in China (Peck) to the Secretary of State. 

| Cuunexine, June 9, 1939—9 a. m. 
| [Received 9: 50 a. m.] 

367. Department’s 99, June 7, 4 p. m., Salt Administration. I have 
consulted with Tenney, American citizen and a responsible foreign 
official of the Salt Administration, and have learned that there is a 
new development in the situation. This is an attempt (reported to be 
well advanced) on the part of certain officials of the Ministry of 
Finance to complete the process of merging the Salt Administration 
with the Ministry of Finance thereby destroying the identity of the 
former. This attempt may lead the administration to seek to remove 
causes of complaint by the foreign officials in order to gain their sup- 
port against the attempted merger. I have decided therefore to post- 
pone action and to await developments. In any case Chu, Director 
General of the Administration, is engaged in setting up new offices in 
pursuance of the order for the evacuation of Chungking and the 
Minister of Finance is recuperating at a resort some 30 miles from 
the city. 

Repeated to Peiping, Shanghai. 

PECK
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693.002/874 : Telegram 

‘The Consul at Hankow (Jarvis) to the Secretary of State — 

ee Hanxow, June 9, 1939—noon. 

| Cs [Received 3:25 p. m.] 

126. 1. The Customs have not functioned at Hankow since the Japa- 

nese occupation except in the post office where they carried on for 

several weeks until the delivery of parcels was stopped. On May 

97 the Japanese allowed the delivery of parcels to be resumed where- 

upon two foreign customs officers were sent by the Commissioner of 

Customs to the post office to collect duties but were prevented by the 

| Japanese. For 2 days Japanese connected with the Military Police or 

Army Special Service Section controlled the release of parcels in some 

cases collecting arbitrary charges for which they gave no receipts. 

This was stopped by higher Japanese authority and the post office 

has since been delivering parcels without interference and with no 

payment of duty. | | an oe a 

- 2, I am informed by the Commissioner of Customs that about 3 

weeks ago he suggested to Major General Morioka, Chief of the Japa- 

nese Army Special Service Section, that the Customs should be al- 

lowed to resume its functions here under arrangements similar to | 

those made at Tientsin, Tsingtao and other occupied ports and that 

Morioka replied that the Customs will not be allowed to function as 

long as Hankow is within the war zone and the Yangtze River is 

closed (to general navigation). According to. the Commissioner, 

Morioka, declared that the Customs will be reestablished “some day” 

onthe same basis as at other places in China; that the regulations pro- 

mulgated by the “Wuhan special municipality” for the establishment 

of a “preparatory office of Customs Administration” have not been ap- 

proved (by November 23 presumably) ; and that he had no knowledge 

of any Japanese sponsored organ collecting customs duties with official , 

sanction. The Commissioner told me he had not been able to. sub- 

stantiate the rumors that native cargo bound for Hankow is being 

taxed en route. 

8. The Director of Posts told me in strict confidence that the at- 

tempt of the Customs to resume functioning in the post office, about 

which he had not been consulted, had increased his difficulties. He 

would prefer in the interest of the Postal Administration and the 

public that the customs issue should be raised without involving the 

postal service. Both the Commissioner of Customs and the Director 

of Posts are British subjects. 

Repeated to Chungking, Peiping, and Shanghai. Shanghai please 

repeat to Tokyo. 
J ARVIS
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893.51/6912 : Telegram | | 
The Counselor of Embassy in China (Peck) to the Secretary of State 

ne - | CHUNGKING, June 10, 1939—9 a. m. 
re [Received June 10—7:45 a. m.] 

371. The Chinese Government informally inquires whether the 
American authorities concerned will entertain a proposal for modify- 
ing temporarily during [the hostilities?] the schedule of payment of 
the consolidated note into which are funded the flood relief and 
cotton—wheat loans. About United States dollars 10,000,000 remain _ 
due on the foregoing note out of about United States dollars 26,000,000 
originally advanced. Current payments of about United States dollars 
8,300,000 yearly include United States dollars 700,000 quarterly for 
principal plus interest of 5%. re | 

- The Chinese Government is most reluctant to raise this question in 
view of the much appreciated consideration received from the Export- 
Import Bank and other American Governmental agencies in these 
transactions and does so only because of real necessity. Realizing that 
these obligations differ from long-term bond issues the Chinese Gov- 
ernment did not include them in the suspension of payments on cus- 
toms debts announced January 15 last and duly paid the installment 
of March 31. Likewise it has not included them in the current debt 
negotiations which are approaching completion on a basis which if 
finally approved would reduce loan and indemnity payments from over 
United States dollars 25,000,000 to about United States dollars 

| 10,000,000 per annum. a - oo | 
The note is secured on customs surtax about 80% of which is being 

detained by Japan and on consolidated tax revenue of which much 
the greater part has been seized or destroyed. Also Japanese inter- 
ference with the Chinese currency and with foreign trade prevents 
current acquisition of foreign currency from which debt payments 
normally are made. In order to make such payments, China there- 
fore must draw upon reserves which are now much reduced. It is of 
the utmost importance for China carefully to conserve its resources to 
meet vital needs of the country in its struggle for national existence. 

In these circumstances the Chinese Government earnestly hopes that 
the American authorities concerned will be in position to agree to 
deferment temporarily during the hostilities of all or substantially all 
of the principal payments and if possible part of the interest. An 
early favorable reply would be appreciated as the next installment is 
due June 30. 

Code text by mail to Peiping. 

PrEcK
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893.51/6914 : Telegram 
. 

The Counselor of Embassy in China (Peck) to the Secretary of State 

CHUNGKING, June 10, 1939—11 a. m. 
_ [Received June 11—2 p. m.]| | 

373. Young has handed the Embassy the text of a communication 

telegraphed to Washington, London and Paris on June 6 concerning 

debt service * and also a memorandum telling of informal discussions 

that have been going on between him and the British Ambassador in 

the hope of finding a way of dealing with customs collections in 

Japanese occupied territories that would be accepted by the Japanese 

Government and to which the Chinese authorities could refrain from 

making objections. He desired that the Department be informed of 

these conversations in conjunction with the communication in refer- 

ence. Memorandum follows and Young requests that it be treated 

as strictly confidential. 

“Following receipt of the communication made by the Chinese Gov- 
ernment about April 20 to the American, British, and French Gov- 
ernments concerning treatment of debt service that would remain | 

unpaid under its debt proposal, which communication expressed_the 
hope that friendly foreign governments can prevail upon the Jap- 
anese to allow utilization for debt service of pledged revenues in occu- 

pied territory, the British Ambassador inquired as to the position as 

regards the Anglo-Japanese customs agreement. Mr. Young pointed 

out that the chief specific difficulties encountered by the Chinese Gov- _ 

ernment other than points of principle were (1) payment by customs 

officers to the Yokchama Specie Bank of customs collections; (2) 

payment to Japan of arrears of the Japanese portion of the Boxer 

Indemnity ; (3) payment to Japan of future monthly installments of 

the latter; and (4) transfer of $27,000,000 from the Hong Kong and 

Shanghai Bank to the Yokohama Specie Bank. 
As to these four points, he pointed out, the first was dealt with as a 

matter of force majeure; the third no longer arises in the same form 

because payment of all portions of the indemnity was suspended on 

January 15 last and the Japanese cannot complain if all are treated 

alike; and the fourth point need not be considered now as under the 

terms of the customs agreement the money should now come to China. 

There remains only the second point, namely, arrears of Japanese 
Boxer Indemnity payments. 

The British Ambassador asked whether some formula could be de- 
vised for this, and Messrs. Young and Rogers * informed him that the 

formula which would appear least objectionable to China would be a 

setoff as of January 15,1939, among (a) accumulated loan quotas calcu- 

lated on the lines of the customs agreement; (0) the $207,000,000 [sc] 

accumulated in the Hong Kong and Shanghai Bank, and (c) the Chi- 

nese dollars equivalent of arrears of the Japanese portion of the Boxer 

* See telegraphic message received by the Chinese Embassy from the Chinese 
Minister of Finance, June 7, p. 839. 
rine! Rogers, of the Bank of England, Adviser to the Chinese Ministry of
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Indemnity. In case of such a setoff the Chinese Government would 
receive a cash contribution which in note [effect?] would be reim- 
bursement of part of the sums already paid for debt service, but the 
[as to?]| points of principles, chief of which under such a scheme 
would be non-payment in respect of internal loans, could be covered 
by a reservation. Affirmative action by the Chinese Government 
would be necessary but it should be understood that the Government 
would not blame the customs officers for action that would be tech- 
nically necessary in drawing checks and passing entries. - 
On May 5 after sounding Dr. Kung the British Ambassador tele- 

graphed the foregoing to London and Tokyo. The British Ambas- 
sador at Tokyo telegraphed on May 7 that the Japanese if prepared 
to discuss the matter would raise two main points: (1). They would 
object to paying quota after China had suspended debt payment; and 
(2) they would insist upon payment of the Indemnity in sterling. 
The first point, in Ambassador Craigie’s opinion, could probably be 
overcome. The second would give very little difficulty, as during the 
previous negotiations the Japanese had insisted upon being treated 
therefore as other powers in respect of payments, and as the others 
were paid in foreign currency the Japanese would insist upon this 
also. Craigie said that if he took up the matter on the line suggested 
he would like to have in reserve an assurance that the Chinese Govern- 
ment would not blame the customs people if they paid over the sterling 
asunder force majeure. Finally, Craigie wanted to know whether the 
suggested setoff would be against the $27,000,000 in the Hong Kong 
and Shanghai Bank or otherwise; whether a balance would be due to 
China from quota accrued as of January 15th, 1939; and the amount 
of the accumulated Boxer Indemnity deposit as of that date and at 
resent. 

P The British Ambassador’s action on the telegram of May 17 was 
delayed because he was travelling. On June 2 he asked Mr. Young’s 
views through the British Diplomatic Mission at Chungking.” 

Young’s reply dated June 2 follows: 

“1. As thus [¢o?] possible Japanese objection to payment of quota 
with debt payments temporarily suspended, the J apanese Govern- 
ment has accepted the principle of contributions from occupied areas 
for customs debt service but no workable arrangement has been yet 
devised. Although at present payments cannot be transferred into 
foreign currency, practical effect would be given to this principle by 
contributions in Chinese currency which, in accordance with the prac- 
tice well established in other situations where debt payments cannot 
be transferred, would not encourage withdrawal from the market, 

2. Payment of Boxer Indemnity in sterling would be much more em- 
barrassing to the Chinese Government than a [payment] of the equiv- 
alent in Chinese currency against funds detained in J apanese banks. 

(a) It would reverse the policy adopted in September 1937 
of setting aside these funds so that during hostilities they would 
not be available to China’s enemy.®® On several occasions the 

“See telegram No. 214, September 18, 1937, 3 p. m., to the Ambassador in Japan, Foreign Relations, 1937, vol. 111, p. 865, and memorandum of September 
24,1937, Foreign Relations, Japan, 1931-1941, vol. 1, p. 729.



“UNDECLARED WAR 845 

-. Chinese Government has refused assent to transfer of these funds 

| to Japan directly or indirectly (e. g., by force majeure or loans). 

From the Chinese side treating Japan like other. countries by 

making payments during hostilities is open to obvious objection 

of principle. _ | | 

(6) For the Japanese to pay themselves in effect out of funds 

they have detained would be less affirmative than release of funds 

now effectively controlled by China. In such case the Chinese 

Government could more readily overlook technically necessary 

action by customs officers, e. ., drawing checks and passing entries. — 

(c) Although in either case the Chinese Government would get 

considerably more than it would give, payment in foreign cur- 

rency which Japan greatly needs would be hard to defend. 

3. As to the specific inquiries, accrued loan quota payable to China 

are about $50,000,000 as of January 15, 1939, including the $27,000,000 

which were to have been paid over to Yokohama Specie Bank under 

clause 5 (d) of the customs agreement. The set off should be against 

the remainder in Japanese banks and thus a deduction from sums in 

effect in Japanese hands. 
_ [Payment due on?] Japanese indemnity from September 1937 

through December 19388 is about pounds 500,000. Since indemnity 

payments to all governments were discontinued as from January Ist, 

1939, the total today would be the same if all governments be put on 

an equal footing. 
| 

G+ Frederick Maze ® could furnish more exact figures.” 

~ Code text to Peiping. 
Prck 

_—_ 

893.51/6915 : Telegram 

The Counselor of Embassy in China (Peck) to the Secretary of State 

| CHUNGEING, June 12, 1939—9 a. m. 

[Received June 12—7 a. m.] 

377. My 373, June 10, 11 a. m. 

1. This morning Arthur Young expressed to me great concern lest 

the increasingly strained relations between Japan and Great Britain 

should nullify British efforts to induce the Japanese to agree to the 

arrangement for customs funds which he had been discussing with 

the British Ambassador. He thought that the Japanese would re- 

ceive representations from American and French sources more fa- 

vorably than from British and he added that ample reason for such 

representations seemed to exist in that immobilization of quota pay- 

ments for the service of obligations would protect the interests of 

foreign bondholders while retention of the quota by the Japanese 

would assist them [the Japanese] to frustrate attempts at support 

of Chinese currency in the success of which attempts foreign in- 

* British Inspector General of Chinese Maritime Customs. | 

278040—55——_54
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terests are so closely involved. He regretted that he personally was 
so prominent in the initiation of the strictly confidential discussions 

| of this proposal. He hoped the Department would realize that it 
was necessary for some individual to take this initiative because there 
were phases of the arrangement to which the Chinese Government 
could not give more than the tacit approval that would be indicated 
by refraining from interposing objections. | 

2. Does the Department desire that I repeat my 373 and this tele- 
gram to Shanghai for Tokyo or to Peiping? 

— | 
Prcx 

893.51/69138 : Telegram | 

Lhe Secretary of State to the Counselor of Embassy in China (Peck), 
at Chungking 

Wasuineron, June 14, 1939—5 p. m. 
102. Your 871, June 10, 9 a. m., and 372, June 10, 10 a. m.,®” in regard 

to cotton and wheat credits to China. When you next see Arthur 
Young please ask him to inform the Chinese Minister of Finance 
that the inquiry made by the Chinese Government is receiving con- 
sideration by this Government. | 

Hou 

893.51/6915 : Telegram 

The Secretary of State to the Chargé in Japan (Dooman) 

Wasuinerton, June 23, 1939—7 p. m. 
171. Reference Chungking’s 373, June 10, 11 a. m., and 377, June | 12,9 a. m., which Chungking is being instructed to repeat to you. 
1. The Department has received from the Chinese Embassy here 

a communication under date June 8, 1939, transmitting inter alia 
the request of the Chinese Minister of Finance that the Government 
of the United States urge the J: apanese Government to allow utiliza- 
tion of the customs and salt revenues in the areas occupied by Jap- 
anese forces for the servicing of the debts secured thereon. 

2. Department desires that after consultation with your British 
and French colleagues, and if either or both of them are prepared to 
take substantially similar action, you make an informal approach at an 
opportune time to the Japanese Ministry for Foreign Affairs and 
express orally the hope that the Japanese authorities will make avail- 
able the customs and salt revenues in the areas occupied by Japanese 
forces for the servicing of the obligations secured thereon, basing 

"Latter not printed.
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your expression of hope upon the American interest in certain of 

those obligations. The Department would desire that you refrain 

from becoming involved in any negotiations or discussions that might 

occur in regard to ways and means for making available the revenues 

in question for the servicing of the obligations secured thereon. 

8. Chungking should repeat to Tokyo its telegrams under reference. 

Repeated to Chungking and Peiping. 

| Hot 

498.11/2284 - 

Memorandum by the Assistant Chief of the Division of Far Eastern 

Affairs (Mackay) of a Conversation With the First Secretary of 

the Chinese E’'mbassy (T'sut) 

[WasHineton,] June 28, 1939. 

Mr. Tsui called at the Department upon invitation and was received 

by Mr. Mackay. | 

Mr. Mackay referred to that portion of the telegram addressed to 

the Chinese Embassy by Dr. H. H. Kung under date June 7 (see last 

paragraph of the enclosure to the Chinese Embassy’s communication 

of June 8), in which comment is made in regard to the payment of the 

Boxer Indemnity, and inquired in what respect the Department’s 

communication of April 22, 1939, which deals with the subject under 

discussion, is inadequate. 

Mr. Tsui replied to the effect that the text of the Department’s 

communication of April 22 had been telegraphed to Chungking and 

that he assumed that Dr. Kung’s inquiry of June 7 was occasioned 

by the fear that, as the Department had not specifically agreed to the 

postponement of the payment of the American share of the Boxer 

Indemnity, China might be classed as a defaulting nation under the 

terms of the Johnson Act.* | 

_ Mr. Mackay remarked that the 1908 and 1925 remissions of the 

American share of the Boxer Indemnity resulted from joint resolu- 

tions of Congress and from Presidential executive orders; that the 

Department is not in position afirmatively to agree to the postpone- 

ment of Indemnity payments; that in the past when the Chinese 

Government has under special circumstances requested a postpone- 

ment of payments the Department has, in each instance in which 

postponement ensued, merely refrained from expressing objection 

thereto; that no difficulties had resulted from such procedure; that 

in the present instance it is most unlikely that the terms of the J ohnson 

Act would be construed as being applicable or that the question would 

* Approved April 18, 1934; 48 Stat. 574.
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even arise; and that in view of all the attending circumstances 
it would seem desirable that the Chinese Government refrain from 
pressing the issue. 7 Be os 

_ Mr. Tsui said that he had not hitherto understood the position of 
the Department in regard to the matter under discussion; that the 
reasons underlying the form of the Department’s reply to the Chinese 
Embassy’s request for postponement of Indemnity payments were 
now clear to him; and that the Embassy would at once endeavor, by 
means of a telegraphic communication, to explain the situation to Dr. 
Kung. | 

On taking leave Mr. Tsui expressed appreciation for the coopera- _ 
| tive spirit displayed by the Department in not raising objections to 

the postponement of payments of the American share of the 
Indemnity. | 

893.51/6926 : Telegram a OO a Oe 

Lhe Secretary of State to the Ambassador in China (J ohnson) 

| WasHInecTon, June 28, 1939—5 p. m. 
117. Your 871, June 10, 9 a. m. The Board of Trustees of the 

Export-Import Bank asks that the Government of China be informed 
that the Export-Import Bank is willing to modify in the following 
particulars the terms of the consolidated note executed on May 28, 
1936, by the Chinese Ambassador to the United States on behalf of 
the Chinese Government: | OF 

(a) That payment of each of the instalments of $7 00,000 due on 
the last days of June, September and December of 1939, on the last 
days of March, June, September and December of 1940, and on the 
last day of March 1941 will be deferred for a period of 2 years and 

(6) That the interest rate of 5 percent per annum borne by the 
| consolidated note will be reduced to 4 percent per annum for a period 

from July 1, 1939, to March 31, 1941, inclusive. - 

The Export-Import Bank desires that the Chinese Government be 
further informed that in all other respects the terms of the consoli- 
dated note shall remain unchanged and that the Bank of course under- 
stands that the interest payment due on June 30, 1939, will be made 
in accordance with the terms of the consolidated note. 

Repeated to Peiping. 

Hui
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693.002/885 : Telegram | | Oo CO 

‘The Consul at Swatow (Young) to the Secretary of State 

a 7 | Swatow, July 1, 1939—9 a. m. 

So - [Received 1 p. m.] 

34, Referring to the Department’s telegram dated June 28, 6 p. m.,” 

regarding reorganization of Chinese Maritime Customs in Swatow, 

the Japanese Army Service Corps is in complete control of the cus- 

tomhouse and the officers and employees of the Chinese Maritime 

Customs are temporarily displaced. The measures to be taken in 

connection with the resumption of customs operation have not been 

disclosed but it’s safe to assume that certain demands will be presented 

such as the diversion of customs revenue into the Japanese hands in- 

stead of being remitted to Chungking and the imposition of a new 

tariff schedule favorable to Japanese products to replace the one 

hitherto in force. There is no indication when the matters will be 

settled. I shall keep the Department informed. 

Repeated to Chungking. — 7 | | | 

, | oo , —  -Youne 

908,002/886: Telegram 98 | 

| The Chargé in Japan (Dooman) to the Secretary of State 

a : | ‘Toxyo, July 5, 1939—2 p. m. 

- oe [Received July 5—11:40 a. m.] 

311. Department’s 153, June 6, 6 p. m. via Shanghai, Hankow 

Customs. In view of the fact that the Customs at Hankow are not 

functioning and not desiring to raise the customs issue as it might 

‘nterfere with the delivery of parcel post the British are taking no 

action for the present. In view of the information contained in 

Hankow’s 126, June 9, noon, we will not take any action unless other- 

wise instructed. | 

| : - DoomMaNn 

893.51/6932 : Telegram es / 

The Ambassador in China (Johnson) to the Secretary of State 

Cuuncxine, July 7, 1989—7 p. m. 

[Received July 7—8: 20 a. m.] 

426. Department’s 117, June 28, 5 p. m. Consolidated note of May 

98, 1986. Information contained in Department’s telegram under | 

reference has been communicated to the Ministry [Minister ?] of 

Finance who has made the following reply dated July 5. 

“Referring to: the Embassy’s communication enclosed with your 

letter of June 29 to Mr. Arthur N. Young, I very much appreciate 

* Not printed. 
|
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the willingness of the Export-Import Bank to modify the terms of the consolidated note of May 28, 1936 by deferring principal payments and reducing the rate of interest for the periods specified. 7 The Chinese Ambassador at Washington has been duly authorized to execute in appropriate form on behalf of the Chinese Government a modification of the terms of the note in the manner indicated in the enclosure to your letter. | | , ‘With reference to the final paragraph of the reply transmitted I may add that the interest payment due on June 30, 1939, was duly made in accordance with the terms of the note.” 

Repeated to Peiping. | | _ 
| | | J OHNSON 

893.51/6958 
Lhe Chinese Ambassador (Hu Shih) to the Secretary of State 

| Wasuinerton, July 29, 1989. 
My Dear Mr. Srcrerary: Acting under instructions of His Excel- _ ~  Iency, Dr. H. H. Kung, President of the Executive Yuan and con- | currently Minister of Finance, I beg to inform you that the Chinese 

Government has earnestly desired to make an arrangement for the 
resumption of foreign loan services as the result of the negotiations initiated last Spring. However, the unexpected difficulties in the Shanghai Exchange Market in the past few weeks which were con- siderably aggravated by the J apanese threat to the Foreign Conces- sions, have forced the Government to delay putting forward the offer it had intended to make. Under existing circumstances, the Govern- ment has been most reluctantly forced to the conclusion that it is not 
able at this time to proceed with these negotiations and to transfer 
abroad the substantial amounts of foreign exchange contemplated. I am instructed to assure you that the interruption of debt services 
which is caused solely by the J apanese invasion is only temporary and that the Chinese Government intends to resume full services of its obligations at the earliest possible moment. 

Similar communications are being sent to the Belgian, British, French and German Governments. 
I shall be greatly obliged if you will be good enough to explain this situation confidentially to the Foreign Bondholders’ Protective Council, J. P. Morgan & Company and Continental Ilinois National ’ Bank and Trust Company of Chicago.” 
Tam [etc.] Hv Sura 

“In acknowledging this note on August 4 the Acting Secretary of State informed the Chinese Ambassador that this had been done.
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693.002/899 7 | 

The British Embassy to the Department of State : 

Aiwr-MEMoIRE : 

His Majesty’s Government have been informed that the Inspector 

General of Customs in China has received confidential and reliable 

information to the effect that when the new puppet government is set 

up by Wang Ching-wei, it will officially appoint him Inspector Gen- 

eral of Customs for service in the occupied areas and will appoint 

someone else if he declines to serve in this capacity. 7 

It is understood that the Inspector General of Customs has con- 

veyed information of this unofficial Japanese demand to the United 

States Consul General in China and also to the French Ambassador 

in China. 
His Majesty’s Embassy has now been instructed to ascertain the 

views of the United States Government as to the advisability of 

parallel representations being made at Tokyo against the action con- 

templated which would of course involve a flagrant violation of the 

integrity of the customs. A similar enquiry is being made of the 

French Government. 

WaAsHINGTON, July 31, 1939. | | 

693.002/900 : Telegram 

The Consul General at Shanghai (Gauss) to the Secretary of State 

Suanenar, August 3, 1939—noon. 

[Received 7:45 p. m.] 

684. Reference Department’s No. 274, August 1, 6 p. m. This 

matter was reported by my mail despatch No. 2366 of July 21 *? now 

en route. As it is not expected that a new central government will be 

set up for several months, the Inspector General himself suggested a 

mail report. He stated that he would not accept any appointment 

under a locally established “government” unrecognized by the Powers 

and in conflict with the Chinese Government and that he has let this 

be known informally to the Japanese authorities but at the same time 

he has intimated that some other means might conceivably be devised 

in connection with the direction of customs routine matters, meaning, 

as he explained to me orally, some sort of “working contact” with the 

authorities of the occupied areas as is done at present. He under- 

stands, however, that the new “yovernment” would demand formal 

acceptance. He expresses the hope that “the interested powers will 

endeavor so far as may be feasible to strengthen the position of the 

“This telegram reported the British aide-mémoire of July 31, supra. 

Not printed.
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Inspectorate by deprecating any movement calculated to upset the 
| existing system by the introduction of regional control or other form 

of interference contravening treaty rights and established practice”. 
_ It seems to me that there is nothing to be done until the establish- 
ment of the new central government when the matter may be con- 
sidered in the light of the general situation then existing.** The 
Counselor of the Japanese Embassy told me a few days ago that he 
expects the new government to be established in the autumn. | 
The second ranking officer of the Chinese customs is a Japanese 

named. Kishimoto who has served for some years in the post of Chief 
Secretary. | | - _ 
Repeated to Chungking and Peiping. Oo 

- | Gauss 

893.51 Salt Funds/287a : Telegram OS | 7 
The Acting Secretary of State to the Ambassador in China (Johnson) 

Gn _ Wasutneton, August 12, 1939—3 p. m. 
- 156. Reference your 367, June 9, 9 a. m. and Shanghai’s despatch no. 
2291, June 23, 1939, in regard to foreign personnel of the Chinese 
Government Salt Administration. Oo | | 
Having in mind the considerable holdings by American citizens of 

financial obligations secured on the Chinese Government salt revenues, 
the Department desires your comment ( a) on any progress made in, 

_ and possible effects of, the proposed completion of merger of the Salt 
Administration with the Ministry of Finance and (6) on the question 
of the advisability of an informal approach by you to the Chinese 
Minister of Finance in regard to the more effective employment of the 
foreign staff of the Salt Administration and in regard to betterment 
of service conditions affecting the foreign staff. 
Sent to Chungking. Repeated to Peiping and Shanghai. 

, WELLEs 

693.002/904 : Telegram 

Lhe Acting Secretary of State to the Consul General at Shanghai 
(Gauss) 

Wasuineton, August 16, 1939—5 p. m. 
3804. Your despatch 2361, July 19, 1939,% in regard to the proposed 

assignment of a Commissioner of Customs of American nationality to 
Shanghai. 

* The Department, in replying to the British Embassy on August 9 said it was 
“inclined to concur in the Consul General’s view.” (693.002/900) <A similar 
oral reply was given in response to an inquiry of the French Embassy (693.- 
002/918). | 

“Latter not printed. 
* Not printed.
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The Department concurs in your view that the assignment of officers 

of the Chinese Maritime Customs is a matter of internal administra- 

tion of the Customs service in which the American Government would 

feel that it should not interfere. At the same time, if an American 

citizen were assigned as Commissioner at Shanghai and there de- 

veloped opposition from any foreign source to his appointment, the 

Department might, in its discretion, be inclined to inquire into the | 

reason for such opposition and if the situation appeared to warrant 

such action, to make representations, in accordance with the position 

which this Government has consistently maintained, to the effect that 

the integrity of the Customs administration should be respected and 

that the Inspector General should be free to assign Customs personnel 

as the requirements of the service might dictate. | 

You may so inform the Inspector General. 

Sent to Shanghai. Shanghai please repeat to Tokyo. Repeated. | 

to Chungking and Peiping. , 
- | WELLES 

893.51 Salt Funds/239 : Telegram | 

The Ambassador in China (Johnson) to the Secretary of State 

Cuuncxine, August 21, 1939—8 a. m. 

[Received 10: 34 a. m. | 

503. Department’s 156, August 12, 3 p. m., and 158, August 15, 

6 p.m.% — a | 

1. The Embassy learns that the so-called merger of the Salt Revenue 

Administration with the Ministry of Finance is the scheme for the 

establishment of uniform salary scale described in the last enclosure 

to Shanghai’s despatch of June 23,” that execution of the plan is meet- 

ing with opposition and that it probably will have little effect on the 

separate identity of the Salt Administration. | 

9. In regard to the advisability of an informal approach by me to 

the Minister of Finance with a view to bringing about effective use 

of the foreign Salt Staff and improvement in their service conditions, 

my view is that such an approach if tactfully made might prove 1n- 

formative but would probably fail to accomplish the particular results 

desired, for the following reasons: 

3. The Chinese consented to employ foreigners in the Salt Service 

in the beginning only because it was a condition of the Reorganization 

Loan Agreement * and efforts to curtail their authority began some 

years ago and have been accelerated especially since the enactment of 

*Tatter not printed. 
” Not printed. 
® See despatch No. 845, May 6, 1913, from the Chargé in Peking, Foreign Rela- 

tions, 1913, p. 180. a
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the new organic law in 1936. My impression is that after the Salt 
Administration had been set in operation with foreign cooperation 
they felt that the presence of foreigners was useless and a reflection 
on their capacity as Chinese. While racial pride and jealousy fur- 
nished part of the motive for eliminating the foreign staff it seems 
from statements made by foreign personnel of the Administration re- _ 

| grettably probable that during the incumbency of T. C. Chu, the 
present Director General, more sinister reasons of financial irregularity 
have crept in. Nevertheless outward deference to the principle of the 
joint authority and responsibility of foreign and Chinese officers has 
been paid by the Minister of Finance. | Oo 

4. The Chinese presumably hoped that by professing loyalty to 
the idea of joint authority they would enhance the value of the salt _ 
revenue as security for future loans and might also induce the inter- 

, ested powers to intervene to recover some of the salt revenues seized 
by the Japanese. I believe that the Chinese have long ceased to attach 
real value to the technical assistance rendered by the foreign officials 

. and that it would be difficult to persuade them to restore genuine 
authority to such officials unless they were led to expect that practical 
benefits like those described would follow. No evidence has come to 
me that any such expectation would be warranted. 

5. In any event I cannot but observe that the course of recent events 
would make present insistence on this point of foreign participation 
in the Salt Administration seem captious and a misplacing of em- 
phasis. Payment of customs secured obligations was suspended on 
January 15 and of salt secured debts on March 26 (see Embassy’s 
despatch of April 15) while a general moratorium was declared on 
July 27 (see message transmitted through the Chinese Embassy *). 
On the outcome of the present struggle of the Chinese Government for 
existence depends the whole structure of American and European 
investment and enterprise in China. The emergency demands con- 
certed attention to the major issue. It is my frank opinion that unless 
it derives assistance from events or sources abroad neither party to this 
conflict can win a decisive victory. However, unless China succeeds 
in regaining its territorial and administrative integrity it seems to me 
safe to predict that at least the larger part of its funded indebtedness 
will become a total loss. Japan will not share the spoils of war what- 
ever they may be. 

6. I am not expressing these views as the basis of advice that the 
Western Powers intervene to save China from extinction although I 
believe that economic assistance particularly in the support of Chinese 
currency would affect powerfully the outcome of the struggle but to 
explain why I regard the present moment as inopportune for pressing 

” Not printed. 
* See the Chinese Ambassador’s note of July 29, p. 850. |
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such a comparatively minor detail as the administration of the salt 

revenue especially in view of the fact that we do not like [that it is?] the 

| Japanese invasion and not the lack of effective foreign authority that 

; really menaces the interests of the American bondholders. 

1 ” I wish to add that I have both sympathy and admiration for the 

loyal foreign officials of the Salt Administration who have given de- 

voted and effective service under heavy discouragement and now find 

themselves (with the exception of Lockhart, who is paid in foreign 

| currency) pauperized through depreciation of the Chinese currency. 

I do not blame Tenney 2 and others who have submitted their resig- 

nations. The Chinese Government also is struggling with a problem | 

of the utmost difficulty and importance—that of providing out of its 

diminished resources the amount of salt required by the people at 

prices within their reach knowing from experience that if it fails there 

i will be riots. ‘The entire situation is one that evidently calls for con- 

i structive advice and assistance rather than contentious criticism. 

Repeated to Peiping, Shanghai. | 
J OHNSON 

693.002/918 : Telegram 

The Ambassador in China (Johnson) to the Secretary of State 

: | Cuunexine, August 29, 1939—noon. | 

. [Received August 29—8 a. m.] 

14. Reference Shanghai’s 747, August 18, 5 p. m.,° collecting of 

customs revenues in new currency. The Embassy has received a note 

\ from the Ministry of Foreign Affairs under date of August 28, which, 

after outlining the arguments contained in Shanghai’s telegram under 

| reference, goes on to say that repeated instructions have been issued 

| by the Chinese Government prohibiting the collection of customs re- 

venues in the “bogus” dollars and arbitrary changes in the value of 

the gold unit are illegal, that such action on the part of the Commis- 

sioner of Customs unit are illegal, that such action on the part of the 

Commissioner of Customs at Shanghai will constitute violation of the 

laws and ordinances, jeopardize the Customs Administration and 

, cause financial disturbances that will be prejudicial to the interests 

of foreign and Chinese traders, and that a telegram has been sent 

instructing the Inspector General to investigate and stop the afore- 

mentioned activities. ‘The note observes that this matter is of vital 

5 concern to the friendly powers and requests that the American Gov- 

ernment take steps to check the attempts of the Commissioner of 

Customs at Shanghai to “jeopardize the Customs Administration and 

cause financial disturbances”. 

*R. P. Tenney, an American. 
Not printed.
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A similar note has been delivered to the British and French 
Embassies. , | 

The Embassy is acknowledging the note under reference, saying 
that the matter has been referred to the American Government. | 

Repeated to Peiping and Shanghai. Shanghai please mail to 
Tokyo. . os | 

a | 7 ‘JOHNSON | 

693.002/912 :Telegram _ | | | | | 

The Secretary of State to the Counselor of Embassy in China : 
— a (Lockhart), at Peiping | | 

| | | : Wasuineton, August 30, 1939—6 p. m. 
183. Swatow’s August 25, noon, to you and your 448, August 26, 

3p. m.,°> Swatow customs. | | 
1. Please instruct the American Consul at Swatow to refrain from 

initiating a discussion with the Japanese authorities in regard to the 
customs situation at Swatow and to report, with a request for instruc- ; 
tions, any proposal for protests by the interested consuls. | 

2. Unless you perceive objection not mentioned in your telegram 
under reference, please transmit the following message to Tokyo i 
as from the Department: : 

“Reference Swatow’s 41, July 12, noon, to Department and August 
25, noon, to Peiping and Peiping’s 448, August 26, 3 p. m.,® all of 
which Peiping is hereby requested to repeat to you. 
Department authorizes you to protest to the J apanese Foreign Office, 

on the grounds outlined in Department’s 392, November 18, 8 p. m.,? 
_ against the seizure and continued occupation by the Japanese author- 

ities of the Chinese Maritime Customs house at Swatow. 
You may, in your discretion, consult your interested colleagues 

in regard to possible similar but separate protests by them.” 

8. If and when Tokyo has taken the action above authorized you 
should inform Swatow thereof. 

Sent to Peiping. Repeated to Chungking. 

How 

‘The Chinese Hmbassy was orally informed on September 7 that “the Depart- 
ment had taken up with the Japanese authorities, through the American Embassy at Tokyo, the matter of customs collections at Shanghai,” (693.002/932) 

"Neither printed. 
*None printed. 
"Foreign Relations, 1938, vol. Im, p. 749.
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693.002/915 : Telegram | ee 

The Consul General at Shanghai (Gauss) to the Secretary of State 

| | Snanenat, August 31, 1989—8 p. m. 

7 | [Received August 31—8 p. m.] 

789. Reference Chungking’s No. 514, August 29, noon, and my 

No. 780, August 31, 4 p. m.° regarding the Customs. 

1. Inspector General of Customs has received the instructions of the 

| Minister of Finance as outlined in Chungking’s number 514 with the 

addition that he is told to stop the enforcement of the proposal, other- 

wise the Shanghai customhouse should be closed and the Commis- 

sioner of Customs suspended. Itis also known that the Central Bank 

which is the duty collecting agency at the customhouse has been in- 

structed to withdraw if bogus currency is to be expected. 

9. The efforts of the Inspector General and the Commissioner of 

Customs to obtain cancellation or postponement of the proposals have 

been without avail, but it will be observed from my telegram number 

780 that the orders issued represent a substantial modification of the | 

original proposal reported in my 7 47, August 18, 5 p. m.° | 

- 3. Inspector General is reporting to the Minister of Finance out- | 

lining the order as issued in the name of the Reformed Government, | 

stating that all possible efforts have been made to prevent the scheme 

from materializing, but that it has been intimated that the Commis- 

sioner at Shanghai will have no option but to comply under force . 

majeure. 
| 

4, He is saying to.the Minister of Finance that while he will of . 

course close the Shanghai Customs as instructed by the Minister in | 

case he is not able to stop the enforcement of the order, he suggests 

that the Minister reconsider the instruction to close. He is pointing 

out (1) that so long as the Customs in the occupied ports function 

under the direction of the Inspector General the Chinese Government 

will still hold a nominal sovereignty over such customs establishments 

and both Chinese and foreign trade, shipping and finance will con- 

tinue to benefit thereby; (2) that if Customs is closed the Japanese or 

the bogus authorities will be in a position to reopen it immediately, 

and if they secure control of the Shanghai establishment they will 

probably assume control of all customhouses in the occupied ports and 

administer them according to their own wishes, as they did in Man- 

churia, with resulting loss of China’s prestige before the world, and 

inevitable restrictions upon the legitimate trade of Chinese and foreign 

merchants; (3) that the friendly powers which have a great interest 

in the integrity of the Customs may strongly oppose the Government 

action in closing the principal customhouse; and (4) that from every 

Latter not printed. oa 
*Not printed.
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point of view, therefore, economically, financially and politically, it 
_ 1s to the advantage of the Chinese Government that the Customs ad- 

| ministrative integrity in the occupied ports should be maintained. 
5. Apparently there is a real danger that the Chinese Government 

will insist upon the closing of Customs when the Japanese will take 
over here and at all ports in the occupied area. 

6. The Inspector General feels therefore that at the same time that 
the interested powers might endeavor to persuade Tokyo to cancel or 
postpone the new procedure here, representations should also be made 
at Chungking to persuade the Chinese Government not to disrupt the 
whole Customs Administration by measures to close the customhouse. 
Repeated to Chungking, Peiping and Tokyo. 

Gauss 

693.002/916 : Telegram | - 

Lhe Consul General at Shanghai (Gauss) to the Secretary of State 

| SHANGHAI, September 1, 1939—6 p. m. 
| [Received September 1—4: 20 p. m.] 

789. First reference my 785, August 31,8 p.m. The Central Bank 
of China Collecting Agency for the Shanghai Customs House with- 
drew from its premises last night and a collecting unit from the Yoko- 
hama Specie Bank took over this morning upon the invitation of the 
Chinese Superintendent of the Shanghai Customs, an appointee of 
the Nanking regime. The collection rate set by the Superintendent 
today is 1 customs gold unit equals Chinese dollars 3.925 and the rate 
notified today by the Central Bank to the Inspectorate General (which 
would have been the collection rate enforced had the Central Bank 
Collecting Agency remained) is Chinese dollars 2.565. Duties as- 
sessed today are therefore 53.18 percent higher than those that would 

_ have been assessed had the new arrangement not been enforced. How- 
ever, due to the use by the Chinese Customs of the official rate instead 
of the open market rate for the Chinese dollar in calculating the duty 
paying value of imports (as explained by the Acting Commercial 
Attaché in my telegram No. 1275 of September 29, 1 p. m., 1938 7°) the 
duty payments in terms of foreign currencies actually collected from 
importers have recently been only some 27 percent of the statutory 
duties on values converted at open market exchange rates rather than 
official rates and today are still but little over 41 percent of those 
statutory duties. | | 

_ Repeated to Peiping and Chungking, by air mail to Tokyo. 
oS : | Gauss 

* Not printed. BO
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693.002/917 : Telegram - . 

: The Chargé in Japan (Dooman) to the Secretary of State 

. Toxyo, September 2, 1989—noon. | 
: [Received September 2—4 a. m.] 

451. Department’s 183, August 30, 6 p. m., to Peiping. I delivered 
yesterday at the Foreign Office a first person note “ protesting against 

: seizure and occupation of Swatow Customs. Having done so, I in- 
: vited the British and French Ambassadors to take similar action. 

They are consulting their respective Governments. 
Repeated to Peiping. Peiping please repeat to Chungking and 

Swatow. | 
Dooman 

‘ 693.002/913 : Telegram 

The Secretary of State to the Chargé in Japan (Dooman) 

WaAsHINGTON, September 2, 1939—4 p. m. 

| 273. Reference Chungking’s 514, August 29, noon, and Shanghai’s 
747, August 18, 5 p. m., 780, August 31, 4 p. m.,” and 785, August 31, 
8 p. m., all in regard to collection of customs revenue at Shanghai. 
Department desires that you consult your British and French col- 

leagues and, if and when they are prepared to take substantially sim- 
ilar but separate action, approach the Japanese Foreign Office in such 
manner as you may deem appropriate and lodge an emphatic protest, 
on the ground of our broad interest in the administrative integrity of 
the Chinese Maritime Customs, against the attempts by the Japanese- 
sponsored regime at Shanghai to dictate to the Customs authorities 

; in regard to the currencies and exchange rates to be used in the collec- 
f tion of customs duties at Shanghai, and ask that effective steps be 

taken to cause the abandonment of those attempts.* 
| Sent to Tokyo. Repeated to Chungking and Peiping. 

| Hoy 

. 898.51/6995 ee 

| The Consul General at Shanghai (Gauss) to the Secretary of State 

No. 25382 SHaneual, September 15, 1939. 
; [Received October 17. ] 

| Sir: There has lately been considerable concern amongst the foreign 
officials of the Chinese Maritime Customs Service and the Chinese 

_" Foreign Relations, Japan,. 1931-1941, vol. 1, p. 748. For the Japanese reply, 
| No. 204, December 28, see ibid., p. 750. For second Japanese note, No. 1, 

January 25, 1940, see ibid., p. 753. | 
* Telegrams Nos. 747 and 780 not printed. 
*The American, British, and French Embassies in Japan made written repre- 

sentations on September 6 and 11, respectively (693.002/934) ; for the Ameri- 
can note, see Foreign Relations, Japan, 1931-1941, vol. 1, p. 749.



860 FOREIGN RELATIONS, 1939, VOLUME III | 

Government Salt Revenue Administration regarding the effect of a 

new Chinese Public Treasury Law on those services and on China’s 

financial integrity and credit in foreign banking and financial circles. 

In this connection, Dr. O. C. Lockhart, Associate Director General 

of the Salt Administration and one of the financial advisers of the 

Government, has given me, in confidence, copy of a memorandum on 

the subject which is being submitted by him to the Minister of Finance. 

A copy is enclosed.* 

At the same time, Dr. Lockhart gave me, for confidential informa- 

tion, copies of an exchange of letters between the British Embassy 

and the Minister of Finance at Chungking,” from which it appears 

that the Ministry of Finance has continued to give assurance to foreign 

financial interests of the integrity of loan services and of the foreign 

staffs of the Customs and Salt. In this connection copy of the memo- 

randum of August 8, 1939, to the Minister of Finance from Dr. Arthur 

N. Young,” one of the American financial advisers, is of interest. 

Dr. Lockhart also handed me an extract** from the (at present, 

| unissued) prospectus for the Canton—Meihsien and Pukow—Siangyang 

railway loans in which the Chinese Ambassador at London, Mr. Quo [ 

7 Tai-chi, makes the statement that the Minister of Finance of the Chi- ’ 

_ nese Government has given assurances that the Organic Law of 1936 

(that is, the organic law relating to the Salt administration) is to be ‘ 

interpreted as maintaining the existing rules, regulations and prac- 

tices of the administration of the Salt revenue and that the foreign 

Associates of the Salt service continue to have joint responsibility in 

the essential functions of that administration and in the joint signa- 

ture of official documents. a 
I have received from a strictly confidential source (not, I may say, 

from the Customs) a copy of a communication and an official despatch 
of the Inspector General of Customs to the Chinese Government au- 
thorities at Chungking, in reference to the new Treasury Law and 

the Customs service. I enclose copies.” 
It will be observed from the documents enclosed that it is appar- 

ently the advice of the foreign officers of the Chinese Government con- 
nected with the Customs and Salt administrations and the servicing 
of the loans secured on Customs and Salt revenues, that the new Treas- 

Not printed. In this memorandum Dr. Lockhart stated: “Article 19 of the 
Public Treasury Law appears clearly to contemplate the continuance of past 
practice with respect to the custody and disbursement of funds destined for the 
service of loans, but it is understood that at a recent conference on application 
of the law it was decided that loan funds would be held in custody of the Treas- 
ury and disbursed by them at due dates. The proposed procedure disregards the 
provisions of several loan contracts, which specify that loan funds shall be kept 
m custody of the Inspector-General of Customs or Chief Inspectors of Salt 

Not printed. 
* Neither printed. | oo
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ury Law, if enforced in respect of those administrations, may seriously | 

affect the credit and standing of the Chinese Government in foreign 

banking and financial circles. 
It is astounding to me that at a time when China is so dependent 

upon the foreign Powers and their financial resources, and when it is 

evident that she will be dependent upon them for many years to come 

in any reconstruction following the hostilities with Japan, China goes 

merrily on her course of gradually breaking down foreign control and 

influence in the Customs and Salt services, to the prejudice of her own 

interests through resulting lack of confidence on the part of foreign 

bondholders and financial and banking interests in the integrity of 

_ the Chinese Government and the integrity of the security of existing 

loan services. 
Respectfully yours, C. E. Gauss 

693.002/931 : Telegram 

The Consul General at Shanghai (Gauss) to the Secretary of State 

SHANGHAI, September 22, 1939—3 p. m. 
. [ Received September 22—10: 59 a. m. | 

847. Reference my No. 829, September 16, 3 p. m.,” regarding 

Customs. British Ambassador informs me that it is the British and 

French view that it is now time to make parallel representations at | 
Tokyo in an effort to forestall the action the Japanese contemplate 
shall be taken by the Wang Ching Wei Government when it is estab- 
lished, regarding the Inspector General of Customs. I stated that I 
would inform the Department and the Ambassador. If, as the Cus- 

toms seem to think, there is some Japanese influence opposed to the 
proposal that the Inspector General should be required to accept or 
reject appointment by the new regime, action at this time might be 
desirable. It is now expected that the new government under Wang 
will be established in late October or early November. 

Repeated to Chungking, Peiping and Tokyo. 
Gauss 

693.002/931 : Telegram 

The Secretary of State to the Chargé in Japan (Dooman) 

WasHINGTON, September 30, 1939—3 p. m. 

297. Reference Shanghai’s 847, September 22, 3 p. m., Chinese 
Maritime Customs. Please consult your British and French colleagues 
and, if and when they are prepared to take separate but substantially 

™ Not printed. 
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similar action, make an approach to the Japanese Foreign Office in 
_ such manner as you may deem appropriate along lines as follows: ® 

| The Government of the United States has received information: to 
the effect that a new regime sponsored by the Japanese forces in China _ 

| may soon be established at Nanking; that it is planned that such new 
regime will offer to the Inspector General of the Chinese Maritime _ 

| Customs a position similar to that which he now holds under appoint- 
| ment by the National Government of China; and that should he re- 

fuse to accept that offer he would be prevented from further exercise 
of his present functions as Inspector General in Chinese territory 

_. under the control of the new Japanese-sponsored regime. | : 
It is the opinion of the Government of the United States that such 

| action would constitute a serious disruption of the Chinese Maritime 
Customs. This Government has repeatedly expressed to the Japanese 
Government its rightful interest in the preservation of the administra- 

| tive integrity of the Chinese Maritime Customs and it again earnestly _ 
requests that the Japanese: Government refrain from action, either 
directly through its own agencies or indirectly through the agencies 
of any Japanese-sponsored regime in China, tending to destroy the 

a administrative integrity of the Chinese Maritime Customs. . 

| _ Sent to Tokyo via Shanghai. Repeated to Chungking and Peiping. 

«898.51 Salt Funds/241 . | 
| | The British Embassy to the Department of State® 

| | Aws-MémMore — 

The attention of His Majesty’s Government in the United Kingdom 
: has recently been drawn to the serious deterioration in the status of 

the foreign personnel of the Chinese Government Salt Administration. 
Complaints are made of the inadequacy of the present scale of salaries 
and allowances, the unhealthy conditions in which foreign members 
of the Administration have to live in the interior, the unsatisfactory 
nature of the present arrangements for furlough, and the increasing 
denial in practice of the principle of joint responsibility of the Chinese 
and foreign staff in the conduct of the Administration. The first of 
these evils has now been greatly intensified by the recent fall in ex- 
change and the increased cost of living in China, for which no adequate 
compensation has been offered to the foreign staff. These conditions 
are likely to accelerate the retirement, even on the existing highly 
unsatisfactory financial terms, of the already diminished foreign 

* The American, British, and French Embassies in Japan made similar repregen- 
tations on October 26; for the American note, No. 1405, see Foreign Relations, 
Japan, 1931-1941, vol. 1, p. 750. For the Japanese reply, see note No. 203, Decem- 
ber 28, ibid., p. 751. 

” Handed on October 12 by the Counselor of the British Embassy to the Chief of 
the Division of Western Buropean Affairs,
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personnel, and if present conditions continue, it seems that it will not 
_ be long before foreign influence in the Service is reduced to negative 

proportions. | : 
In view of the reports to the foregoing effect, the Commercial 

Counsellor to His Majesty’s Embassy at Shanghai asked Mr. F. E. L. 
Dobbs, a British subject who is an Associate District Director of the 

Chinese Government Salt Administration, at present stationed in what 
remains of the former headquarters in Shanghai, to prepare a confi- 
dential memorandum with special reference to the present conditions 
of service of the foreign staff, and the remuneration received by them 
from the Chinese Government. A copy of this memorandum is en- 
closed.21_ Attached to this memorandum is a Statement, copy of 

_ which is also enclosed,” showing the monthly salaries of the foreign 
staff of the Salt Administration as at June, 1939, with comparative | 
figures of expectations based upon the rates of salary and exchange in 

1924. 

Representations have been made from time to time by His Majesty’s 
Embassy at Shanghai to the Chinese Government, in which it has been 
made clear that His Majesty’s Government regard the questions of 
treatment of the British personnel in the Service and of the Joint re- 
sponsibility of the foreign staff as bearing on the general efficiency of 
the Service, with considerable interest. Satisfactory assurances have 
from time to time been received from the Chinese Government on 
these points. Very little has, however, been done by the Chinese Gov- 
ernment to implement these assurances, and in the meantime, of course, 
the political situation—with most of the salt-producing areas falling 
into the hands of the Japanese, or at any rate to such an extent as to 

- make them impossible of access for the foreign staff—has greatly 
deteriorated, for reasons for which the Chinese Government cannot be 
held responsible. It is, moreover, the unfortunate fact that the ques- 
tion of the treatment of the foreign personnel generally has in the 
past tended to become obscured by questions of the treatment of certain 

individuals amongst them. 
With the recent drop in exchange, the position of the foreign staff 

of the Salt Administration appears to be fast becoming quite unten- 
able. In the meantime the Chinese Government have found it neces- 
sary to default in the provision of the comparatively small quotas 
required from the salt revenues for the service of the loans secured on 
those revenues. This action may be justifiable in the circumstances, 
but it seems far less justifiable for the Chinese Government to reduce 
the foreign personnel of the Administration to such a negligible factor 
that, if and when the Chinese Government regains control over its 
territories, the efficiency of the Service will have been so gravely im- 
paired that the second best source of revenue in the country, which 

** Not printed.
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will be urgently required as a basis for new loans for rehabilitation, 
will, for that reason apart from any others, no longer be available to 
anything like the same degree as previously. 

When the Organic Law was promulgated by the Chinese Govern- 
-- ment in 1936, and threatened to reduce the position of the foreign 

personnel to that of mere “assistants”, as the enclosed memorandum 
puts it, assurances were obtained from the Chinese Government that 
the principle of joint responsibility would not be impaired. These 
assurances seem to have carried little weight in practice, and it now 
appears that at a meeting of the Ministry of Finance in Chungking 
on the 10th June last, new regulations were submitted for approval 
under which no new foreign officers are to be appointed to the Service, 
and the pay of the existing officers is to be still further reduced. 

The Commercial Counsellor to His Majesty’s Embassy has discussed 
this matter with the United States Commercial Consul at Shanghai 
who, it is understood, feels equally that some effective action should 
be taken to remedy the present situation. | 
‘In the circumstances His Majesty’s Government would welcome an 

expression of the views of the United States Government as to the 
| desirability of some form of parallel action with His Majesty’s Govern- 

| ment in conjunction eventually with the French Government vis-4-vis 
| the Chinese Government whether by means of formal representations 

| or in the form of a personal approach to the Chinese Minister of 
Finance. The recent declaration by the Chinese Government of de- 
fault in payments of the Customs and Salt loans would appear to 
afford a convenient pretext for raising the matter with the Chinese 
Government at this time and enquiring their intentions. No doubt 
any fresh representations in the sense proposed would, as before, meet 
with the usual assurance of good intentions, but it appears nevertheless 
essential to insist that genuine steps be quickly taken to put a stop to 
the present disintegration of the foreign staff of the Service. 

Wasuineton, October 5, 1939. 

893.51 Salt Funds/241 

The Department of State to the British Embassy 

Awer-M®MOoIRE 

The Department of State has given careful consideration to the 
British Embassy’s aide-mémoire bearing date of October 5, 1939, and 
handed to an officer of the Department on October 12, in regard to 
the status of the foreign personnel of the Chinese Government Salt 
Administration.
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During the past summer the unfortunate service conditions affect- 
ing the foreign personnel of the Chinese Government Salt Admin- 
istration were studied by the Department with special reference to 
the question whether the curtailment that had occurred of the au- 
thority of the foreign personnel of the Salt Administration was likely 
to prejudice the position of American-held obligations secured upon 
the salt revenues. At that time, having in mind the history of efforts 
by the Chinese Government to curtail the authority of the foreign 
personnel of the Salt Administration, the record of the Chinese Gov- 
ernment in consolidating and servicing its obligations secured on the 
customs and salt revenues, and the circumstances attending the Chinese 
Government’s announcement of the temporary discontinuance of the 
servicing of those obligations, the Department reached the conclusion - 
that a formal approach to the Chinese Government in regard to the 
situation of the foreign personnel of the Chinese Government Salt 
Administration might seem to be a misplacing of emphasis and might 
imply a lack of appreciation of the grave situation confronting the 
Chinese Government. 

The Department of State is, however, now instructing the Ameri- 7 
can Ambassador in China to use his good offices, as appropriate occa- 
sions present themselves in conversations with the responsible Chinese 
officials, to the end that service conditions affecting the foreign per- 
sonnel of the Salt Administration may be improved. 

Wasuineton, October 19, 1939. : 

893.51 Salt Funds/241 : Telegram 

Lhe Secretary of State to the Ambassador in China (Johnson) 

WasHINGTON, October 19, 1939—8 p. m. 
' 197. Your 503, August 21, 8 a. m., in regard to foreign personnel of 
the Chinese Government Salt Administration. On October 12 the 
British Embassy here presented to the Department an aide-mémoire in 
which there was outlined the unfavorable service conditions under 
which the foreign personnel of the Salt Administration is operating 
and in which a statement was made that the reduction that has been and 
is occurring in the authority and responsibility of the foreign personnel 
will, if permitted to continue, so gravely impair the efficiency of the 
Salt Administration service that one of the best sources of revenue in 
the country will no longer be available for rehabilitation purposes in 
the same measure as before, if and when the Chinese Government 
regains control over China. An expression of this Government?s 
views was requested in regard to some form of parallel approach to 
the Chinese Government by representatives of the American, British 
and French Governments.
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The Department is replying that the question under reference was 

given consideration during the past summer and that, having in mind 

all of the circumstances affecting the situation of the foreign personnel, 

the Department came to the conclusion that a formal approach to the 

Chinese Government might be construed as a misplacing of emphasis 

and as a lack of appreciation of the grave situation in which the | 

Chinese Government finds itself. The Department is adding, how- 

ever, that it is now requesting that you informally use your good offices, 

as appropriate occasion therefor occurs in your conversations with the 

responsible Chinese officials, to the end that the service conditions of 

the foreign personnel in the Salt Administration may be improved. 

Please be guided accordingly. . 

Sent to Chungking. Repeated to Peiping and Shanghai. 

| | Hui 

893.51/6995 : Telegram ee 

The Secretary of State to the Ambassador in China (Johnson) 

Wasuineton, November 2, 1939—1 p. m. 

915. Department’s 197, October 19, 8 p. m., foreign personnel of the 

Chinese Government Salt Administration. It is suggested that the 

information contained in Shanghai’s despatch no. 2532, September 

15, 1939, and its enclosures may be of use in connection with your 

approaches to the Chinese. | 

Sent to Chungking. Repeated to Shanghai. 
Huu 

693.002/855 : Telegram 

The Consul General at Hong Kong (Southard) .to the Secretary 
of State 

Hone Kone, December 14, 1939—9 a. m. 
[Received December 14—8: 40 a. m.] 

444. The Commissioner of Chinese Maritime Customs here has 

confidentially told me that the Japanese Consul General in Hong 

Kong has been endeavoring to procure his approval to a proposal to 

permit the Japanese to reopen and administer the approximately 14 

Chinese Customs Stations in the Kowloon District which have been 

closed since the Japanese occupation of the hinterland. My inform- 

ant states that he has refused to support the proposal but that the 

Consul General persistently returns to the subject presumably upon 

instructions from Tokyo.
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The Commissioner says that only 2 of the former total of 16 stations | 
in his district are now open and operating under his control and that 
they are regularly reconnoitered and sometimes bombed, usually by 
one lone Japanese plane. Direct hits are occasionally scored on 
buildings of light construction but with the use of dugouts and camou- | 
flage for assembled merchandise there has been little damage and no | 
recent injury to members of the Customs staff. He says that these 
two stations, which are on Mirs Bay near Hong Kong, are clearing 
about a million Hong Kong dollars worth of merchandise per month 
divided more or less evenly between imports and exports. This trade 
is based on Hong Kong and is carried mainly by launches which run 
usually at night between Mirs Bay and this colony. 

Repeated to Chungking, Canton and Peiping for Tokyo. 
SoUTHARD 

_ [Correspondence on the undeclared war between Japan and China 
is continued in volume IV. ]
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titude toward possibility of, Other countries: France, 331, 333, 
319-321 340; Japanese withdrawal, ui 

Sakhalin Island, apanes nD - Latvia, 331 ; New Zealand, 33 3 

sions on, 47 oo 68. we, TTB. Soviet Union, 331, 334, 340: 
80, 81, 82, 83, 90, 92 United Kingdom, 331, 333, 334— 

Trade agreement negotiations, 81, - 835, 840; United States, 336- 
82, 83, $2, 95, 96 341 passim, 348, 344; Yugo- 

- Trade relations with other countries, ‘Slavia, 334 . 
521-522, 529, 535, 572, 638, 646, Council reports and resolutions con- 
748-749 B sidered and adopted: and 

Tt fe soa tic, ombing of civilians and open 

oath United States (1911), notice towns (May 27), 841-342, 344 
of termination, and discussion re- China, support of : Jan. 19, 333-334; 
garding possibility of new agree- May 27, 841 - 
ment, 558-635 Sanctions against Japan under art. 

Attitude of American nationals in|_. _, 16_of Covenant, question of, 337 
China, 615; of Chinese National | Liberia, 761 | 
Government, 346, 562, 563; of | Life Book Co., 209-210 
Japan, 96, 455, 564-568, 569-| Lithuania, 748 
571, 576, 592-593, 598, 600-601, . .  & . 
614, 624-625, 626-628, 629-630, Manehurya- See Japan: “Manchou 

632-634; of United Kingdom, | yao Tse-tung, 142-143, 300-301, 308- 
435, 571-573 309 

Japanese vessels and treaty mer-| wicsionaries, 109, 110, 304 
chants in United States, posi- Mongolia, Inner, "416-417 

tion of, 617-619, 626, 634, 635 _ Mongolia, Outer. See Japan: Axis : 
Modus vivendi, possibility of, 585, powers: Hostilities. : 

590, 610, 611, 620, 622, 623, 625, | «yroral embargo”. See Undeclared 

626-627, 628, 683 war: Sanctions, etc. 

Termination of arts. V and XIV,| Morgan, J. P., and Co., 721, 732, 834- : 
question of, 535-537 836 

United Kingdom, relations with. See} Most-favored-nation principle, 536, 571, 
under United Kingdom. 577, 681 | 

United States, relations with (see | Munich agreement (1938), 2, 21, 108 
also Treaty of commerce, supra) :| Mussolini, Benito, 18, 104 
General, 148-144, 171, 172, 178, 
180, 218-214, 232, 252, 255, 271, | Navigation, freedom of. See Undeclared 
298, 348, 354-855, 358, 371, 378, war: Naval measures. 
8383, 386, 390, 416-418, 423, 447, | Netherlands: East Indian possessions, 
461, 462n, 521-522, 564-568, 569- Japanese threat to, 84, 117, 121, 
571, 574-576, 582-588, 587-588, 122, 173, 175; sanctions against 
589, 595-599, 603-613, 616-617, Japan, position regarding possibil- 
657; “good-will mission” from ity of, 479, 518, 531 
United States, Japanese sugges- | Neutrality legislation of United States, 
tion for, 546-547; good-will visit 152, 1538-155, 548 
of Prince Konoye, proposed, 392 | New Zealand, 334 

War in Europe, attitude toward, 67, | Nine Power Treaty (1922) : Application 
71, 72, 73, 121, 228, 252, 298, 621, to Far East situation, 332, 335, 349, 
792 358, 520, 548-544, 600, 601, 605-606, 

610, 670; Chiang Kai-shek, inter- 
Kuhn, Loeb and Co., 721, 724, 725 est of, 688-689, 690; Japanese vio- 

lation of, 146, 333, 407, 609; possi- 

Latvia, 331 bility of revision, 601, 610
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Nomura, Admiral Kichisaburo, 297-299 | Soviet Union—Continued 
North China. See under Undeclared Poland, relations with: Polish re- 

war. fusal to permit passage of Soviet 
Norway, 571 troops, 57; Soviet invasion of, 
6s 5 72, 19 
“Open, door policy, B10. 378, ue ae, Trade with United States, 549-550 

640, 656 ; , ; , , United Kingdom, relations with, 18— 

Outer Mongolia. See Japan: Axis pow- 19, 26, 27, 30, 32, 38, 39, 41, 42-43, 

220 
Paracel Islands, 112 Spratly Islands. See Japan: Expan- 
Philippine Islands, 535 Sionist movement: Hainan and the 
Poland : ; Spratly Islands. 

Anti-Comintern Pact (1936), refusal | Stalin, Iosif Vissarionovich, 746 
to adhere to, 10-11, 19, 30 — Standard Oil Co., 383, 460, 462 

German aggression, determination to | standard-Vacuum Oil Co., 350, 852, 857- 
resist, ? ? , 

Japan, relations with, 45, 57, 58, 210- Sweden’ a. 419, 458, 468, 740 
211, 222, 232 : ? 

Neutrality, question of, 19, 30 Switzerland, 427, 748 
_ Soviet Union, relations with: Refusal 

to permit passage of Soviet | Tariff Act of 1930, 483, 537, 552, 556 
troops, 57 ; Soviet invasion of Po- | Texas Oil Co., 350 

_land, 72, 79 Thailand, 118-121 
United Kingdom, relations with, 30 | Trade Agreements Act (1984), 551, 556 

: . Treaties, conventions, ete.: 
Reconstruction Finance Corp., 488, 489 , , ° | 
Roosevelt, Franklin D. (President) : se ggR). Nee wanton Ohitw. Gan | 

Burma Road, interest in rumors of ° : ° 7 
British closure of, 701-702; Chiang] , poms. . 

: Kai-shek, communications with, ng Ci90d) B68 treaty of alliance 
663-664, 714-715, 720; HBuropean J? . 
war, attitude toward possibility of, ten 6 8 ooutual assistance pact, 
165; Executive order returning . ae 
Navy to Pacific coast, 23; interest | Anti-Comintern Pact (1936). See 
in actions against Japanese aggres- under Japan: Axis powers: Tri- 
sion, 831; message to Hitler, 25, 41, partite military alliance. 
43-44 Boxer Protocol of 1901, 801 

China Consortium (1920), 721-736 

Sakhalin Island, 47, 62, 68, 75, 77, 78,| Commercial treaties: . 
80, 81, 82, 88, 90, 92 Ane tty, 498 comercial treaty 

Sanctions. See under Undeclared war. ' ’ ’ 
Shanghai. See under Undeclared war. U. co vi aty 0 ee Japan: 
Siam, 118-121 e. 
Sinnan (Spratly) Islands, 111-117, 118, Branco Japanese agreement (1907), 

121 ) 

South China. See Undeclared war: ery Nas aries assistance pact 
Canton, and under Interference: D), ’ 

Soviet Union (see also Japan: Axis 768 . . 
powers) : Germany—Soviet Union, non-aggres- 

China, relations with. See under Se ot (ine on oer 60-67, 
China. ? a ’ > 3 

Finland, attack on, 96, 98 International Convention for the 

France, relations with, 38, 39, 48, 51- M Safety of ume 11988) ° 2, On on 
52, 65, 72, 296 unich agreemen 9 aly atdy 

Germany, general relations with, 214— Nine rower a eety (1922). See 
215, 247 ine Power Treaty. 

Japan, general relations with. See Pact of Paris (1928), 146, 155 
under Japan. Polish-Soviet non-aggression treaty 

League of Nations, activity in, 331, (1982), 72 
334, 340 Portsmouth, Treaty of (1905), 52, 68
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Undeclared war between Japan and | Undeclared war between Japan and 

China, 124-867 China—Continued 

Arms and munitions: China—Continued 

China, supply by foreign powers to Economic and financial matters 

(see also China : War material, (see also Financial aid to 

infra), 145, 160, 198-199, 234, Ora) a, and Interference, 
2A8, 261, 263, 289, 296, 348, 718 . 7, 

’ ’ ’ ’ ’ ’ ’ Aid by United States, 548, 551, 

760, 762-763, 815 667, 669-670, 675-676, 703, 
Japan, export and sale of war 742, 748-745, 751-752 

material to, question of (see Analysis by United States, 424- 

also Sanctions, infra) : United 426 

Kingdom, 736-737; United Effect of war on, 824-825 

States, 339, 343, 475-478, 482- Hxchanee, Con ae , 388, 

3) > 521-52 ; 8, 9 18, 7 ’ 9 

533, Sai, Bis, TATA. mee 415, 426-427, 650, 677, 678, 

Transport of. See Transport, Foreign trade, Japanese restric- 

infra. oe tions on (see also Canton: 
U.S. legislation prohibiting export Pearl River, supra; Naval 

of, 548 measures, Swatow, and 

Burma: British closure of Burma Tsingtao, infra), 3889-390, 

Road in answer to Japanese de- 425, 467-468, 469, 548 

mands, question of, 698, 701-702, Financial aid to China (see also 

704; Burma Road to China, 234, Economic and financial mat- 

248, 636, 698, 701-702, 704, TIT, ters: Aid, supra), considera- 

738, 753-755, 772; communication tion of possibilities of, 636-720 

and transport routes through, Currency credits granted by 

234, 248, 636, 748, 757, 760, 764; United Kingdom, 637-641, 

effects of possible sanctions 648, 648-649, 650-655, 667- 

against Japan on, 493 668, 672-674, 680, 686-687, 

Canton: Currency restrictions, 460, 698, 694-695, 699, T0T—-708 | 

. 462, 468; customs problems, 800— Currency stabilization fund, 168, 

801, 802; Pearl River, Japanese 377, 665-666, 674-675, 677, 

restrictions on commercial ship- 678-679, 680, 684-685, 686, 

ping and navigation on, 421, 423— 692-698, 695, 702 ; Chinese at- 

424, 430, 633, 778, 779, 790-791, titude toward, 657, 682, 692— 

792, 794, 797, 798, 799; with- 693, 696-697, 710, ‘T17; 

drawal of French and British Japanese attitude toward, 

gunboats from, question of, 238 658 

Central China (see also “Reformed France, actions of, 659, 671-672, 

Government,” and under Inter- 674-675, 676, 679, 683, 685, 

| ference: Banking and Restric- 686, 692-693, 698 

tions, infra), 355-356, 397-399, Soviet Union, aid granted by, 697 

409 U.S. and British parallel action, 

Chefoo: Currency restrictions, 379, question of, 642, 644-645 

452, 454, 466-467 ; customs prob- U.S. interest in, 642, 644-645, 
lems, 803, 820; Japanese trade 677, 678, 688-684, 700, 704- 

restrictions, 350, 358, 360, 374 Foreign concessions Japanese con 
Chiang Kat shek. See Chiang Kai trol of (see also Shanghai and 

China (see also Central China, supra ; Pr Tientsin, infra), 250-251, 294 
North China and South China rance, relations with. See under 

infra) : ’ Ge France, infra. i a ait 

. rmany, war supplies and credits 
AngloJapanese alliance, one. to « China, 737, 748, 750-751, 757, 

Armes ae munitions. See War League of Nations. See wnder 

. . ° League of Nations: Attitudes. 

material, infra, and under United Kingdom, relations with. 
Arms and munitions, supra. See under United Kingdom, 

Chou En-lai, 190-192 infra.
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Undeclared war between Japan and | Undeclared war between Japan and China—Continued | | China—Continued 
China—Continued Indo-China—Continued 

United States, general relations Transshipment of arms to China | with, 171, 180-181, 207, 212, through, 103-110 passim, 115, 
236, 2938-295, 335-336, 508-514, 145, 739, 740-741, 742, 748, 746- 
605-613, 662-663, 666-667, 712- 749, 756-757, 758-759, 762, 763— 
7138 | (64, 765, 766; Chinese fear of 

War material from other countries, closure of route, 234, 248, 296 ; 
efforts to secure, 736-774 | Japanese action regarding, 766, France, Germany, and _ other 768, 769, 770 
Huropean countries, 737, Interference by Japan with American 
(39-741, 746-751, 755, 757, treaty rights and with equality 
763, 764 of commercial opportunity in United States, 742, 748-745, 751- China, 348-474 

. 752, 754, 757-760 Banking, currency, and foreign ex- Declaration of war, formal, question change policies and practices: 
of, 153-155, 158 Central China, 397-399, 409, France (see also Indo-China, Shang- 410, 647; North China, 361- hai, and Tientsin, infra) : 362, 364-365, 366, 367, 369-370, 

China, relations with: Aid and 379, 382, 383-384, 406-407, 414— 
supplies to China, 40, 659, 671- 415, 421-422, 424-495, 431, 436, 
672, 674-675, 676, 679, 683, 685, 441-442, 443-444, 452, 458-459, 
686, 692-693, 698, 739, 740-741, 468 ; South China, 460, 462, 468 
(43, 746-749, 755, 757, 766-767, Joint action, consultations and rep- 
(72; French interests in, and resentations by interested gov- 
general relations with, 18, 40, | ernments, 372, 373, 376-378, , 86, 88, 91, 162, 218, 273-275, 379, 380, 881, 428-429, 431-432, 
327-328, 535, 5388 435, 437-440, 677, 708-709 Currency situation in North China, Monopolies imposed in China by 
steps in regard to, 372, 8379, 380, Japan, 393-394, 416-417, 440- 
405, 427, 4837-488 441, 465, 471, 472, 473 

Hainan and the Spratly Islands, Restrictions imposed by Japanese 
attitude toward Japanese oc- military authorities: Central 
cupation of, 103-105, 108-109, China, 355, 358, 360-361, 363, 
110, 112-116 364, 383, 430, 4832-433, 434-435, 

Sanctions against Japan, views re- 448, 449-450, 451, 452-453, 455-— 
garding, 539, 541-543 457, 459 ; North China, 304, 350, 

Shipment of arms to China, Japa- 352, 353, 357, 8360-361, 365-366, 
nese protests regarding, 766, 370, 385, 390-391, 393, 411, 413- 
768, 769, T70-772 414, 415-416, 417-418, 419, 446, 

Hankow : Customs problems, 837-838, 469-470; South China, 421, 
841 ; foreign shipping, restrictions 423-424, 430 
imposed by Japanese on, 430, 482- Steps taken by— 
433, 434, 445-446, 447, 448, 449- Chinese National Government, 
450, 451, 452-453, 455-457, 459, 425, 447-448, 470-471, 648 
461, 775; restrictions on foreign United States, 371, 372, 373, 376— 
nationals, 354-355, 356, 357 378, 379, 380, 381, 383, 399- 

Hong Kong, 369, 460, 776, 799, 866— 401, 408, 416-418, 423-424, 
867 430, 446, 447, 449-450, 451- 

Indo-China : 452, 459, 464-465, 701 
Bombings by Japan, 118 International Settlement. See under 
Effect of capture of Nanning on, Shanghai, infra. 

(16-717, 718-719 Italy: Foreign armed forces in China, 
Embargo on iron shipments to interest in, 253-254; Japan, re- 

Japan, 529, 535, 539 lations with, 359, 870-371, 374; 
French policies in, 145, 296, 529, Shanghai and Tientsin, question 

535, 539, 541, 698 of Japanese control over Italian 
General situation, 273-275, 329, 541 concessions in, 228, 260
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Undeclared war between Japan and | Undeclared war between Japan and 

China—Continued China—Continued 

Japan : | Japan—Continued 

Aims and objectives, analyses of, Trade restrictions in China. See 

172-173, 297-299, 358-359, 486- Interference: Restrictions, su- 

488, 594 pra; Naval measures, Shang- 

Economie and financial matters hai, and Tientsin, infra. | 

(see also China : Customs prob- Kiukiang Province, 148-152 

lems; Interference, supra; Kwangsi Province, Japanese invasion 

Sanctions, infra) : of, 766-767 | 

Central China Development Co., League of Nations. See League of 

312 . Nations. 

China, policy in, 308, 310, 312- “Manchoukuo.” See under Japan. 

318, 314-315, 363-364, 368,| Mediation and good offices (see also 
553 Peace, infra): Anglo-American, 

Currency in occupied areas of consideration of, 167, 180, 211-— 
China, 206-207, 304, 317, 361-— 212, 220, 276 ; Chinese request for, 
362, 365, 367, 379, 382, 383- 222; Inspector General of Cus- 
384, 397-399, 403, 409, 410- toms, suggestion by, 811-812; ru- 
411, 694 mor of German offers, 283, 318 

. Economic sufficiency, struggle| Military operations (see also Military 
for, 276-282 situation, infra) : 

Foreign trade: Embargo on, Atrocities and acts of terrorism 
question of, 317-318, 319, (see also Bombings, infra), 
595-596, 602-603, 609; gen- 148-150 | 

| eral, 374, 375-376, 389-890, Bombings: Attacks on civilians and 
| 529 open towns, 339, 341-342; gen- 

Internal capitalistic system, 517- eral, 118, 140, 161, 170, 3438 
519, 528-524; currency prob-| = Ground operations: Haimen area, — 
lem in, 606 779, 781; Hainan and the , 

International Express Co. (Ko- Spratly Islands, occupation : 
kusai Unyu), expansion in of, 103-128, 748, 779, 817; 
North China, 363-364 Kwangsi Province, Japanese 

| Measures by United Kingdom and invasion of, 766-767; Nanning, 
United States against Japan, Japanese capture of, 88, 91, 109, : 
possibility of, 178, 175, 177, 110, 716-717, 718-719, 766, 768— 
179-180 ; 769; occupied areas, Japanese 

Establishment of new regime m activities in, 148-152, 161, 206, : 
China under Wang Ching-wei, 209, 265-266, 396; Pakhoi, pos- 
question of, 180, 182, 143, 157, sible Japanese attack on, 107, 
208, 248-249, 260, 284, 286, 287, 109, 110; Shansi Province, 140; 
297, 299, 310-311, 323-324, 487, Yunnanfu, Japanese attack on, 

G 601, 602, 607, ii 851-852, 861 109 
eneral position in China, U. S. an- ‘ _ 

alysis of, 174-176, 181-185, 193. | Guerrilla warfare, 138-189, 141, 142, 
194, 250-251, 268-269, 822-323, Naval operations See Naval 

506-507 measures infra 
International conference to discuss Mili . oo 

China, proposed, 135 VEL itary situation : ; | 

Nine Power Treaty (1922), viola- China (see aiso Foreign armed 
tion of, 146, 333, 407, 609 forces in China, infra): Gen- 

Occupied areas of China (see also eral, 127-128, 136, 160-161, 189, 

China: Customs problems; al- 206, 514-515; military require- 

so Interference, supra, and ments, cost of, 686 

Naval measures, infra): Mili- Foreign armed forces in China, 

a a tE oae Aes oti. question of withdrawal of (see 
aU0, , ’ > policies also the following, infra: 

180 npO ee 130-181, 148-152, Shanghai: International Set- 

Peace proposals, 152, 155-157, 158, flement and rence eons 
| 159-160, 165, 167, 174, 177, 210- sion; Tientsin: British an 

211, 214-215, 228, 262, 304, 310, French Concessions), 232, 238, 

535; ‘peace assembly,” 192- 253-254, 266-267, 268, 270-271, 

193 292-293
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Undeclared war between Japan and| Undeclared war between J apan and =. 
China—Continued : China—Continued 

Military situation—Continued Protection of American lives and 
Japan: Attempt to use Chinese property in China, U. S. measures 

troops, failure of, 301; general, regarding (sce also Shanghai and 
129, 136, 187-139, 161, 170, 287— Tientsin, infra) : . ; 
288, 484, 506-507, 512-513, 769; American armed forces in China, Ap ce cet ere oes ina, ™ ) ’ ? . 
supreme command of armies in properties in China, and steps 
China, J apanese establishment oni taken by United States, aa of, 245-246 iInese monopolies and trade re- 

“M 9 i strictions, U. S. actions regard- “ete, Gurren? See Sanctions, ing, 662-663, 664-665, 666-667, 
Nanning, Japanese capture of, 88, 91, 668-669, 670, 710, 714, 719-720 109, 110, 716-717, 718-719, 766, Currency and foreign exchange re- 

768-769 ervation of American rights in Nave) measures by China and Japan regard to: Central China, 355, 
. ° 358, 360-361, 363, 364, 383, 430 China, and effect on American 432-433 43 4-435 AT1 N th 

| and other shipping, 774-800 China, 871, 372, 373 ben a6 
Measures by China to restrict na, 1° Qn) ‘hi , . oe 463-464, 474 ; South China, 421, foreign shipping, 785-786 493-494, 430, 432-438, 484, 445— | Measures by Japan to foster mono- 446, 447. 448. 449-450, 451, 452— 

poly and restrict foreign ship- 453, 454, , 
ping and trade, and requests for Foreign armed forces in China. foreign nations to respect (see See under Military situation, 
also Canton: Pearl River, supra. 

eam OF noviestow wire) ee _ Freedom of movement in China, re- 

776, 779-780, 781, 788, 784-785" te ston token ond aR 
“British attitude, 707-7090. 8 $08, S07. ST views an a s te ps, 715-16, 736. Japanese assurances, 600, 601, 614, 

| , ’ Measures by Japan to restrict navi- North China (see also “Provisional gation vor ‘foreign vessels in 
Government” and Tientsin, infra, Chinese waters, U. S. steps re- and under Interference: Bank- garding, 775-776, 786-787, 788, 
ing and Restrictions, supra) : 793-794, 799-800 
British and French interest in, Missionaries, 109, 110, 304 
86, 88; fur and skin trade, Jap- Representations to Japan by United | anese interference with, 390, 393, States, 255, 348, 354-355, 358, 
413-414, 415-416, 446 371, 373, 386, 390, 416-418, 423, 

North China Development Co., 278— 447, 461, 462n, 595, 657 
279 Right of Japanese to search Amer- 

North China Economic Mission, 163— ican eT oe te ton ot 384, 
164 386, 387-388, , 466-467 

Peace negotiations, question of (see Tsinghua University, American 
also Mediation, supra) : Chinese protests at Japanese actions in, 
National Government, 166-167, 395-396 
168, 177-178, 243-244 ; Japan, 152, “Provisional Government of the Re- 
155-157, 158, 159-160, 165, 167, public of China :” 
174, 177, 192-198, 210-211, 214-| Banking, currency, and foreign ex- 215, 223. 262. 304. 310 change policies and practices 

Pein ° Briti h ad Fy nt in North China. See North 
CIping: Tits an enenh rorces China under Interference: in, possible withdrawal of, 252- Banking and _ Restrictions, 

oe 314; exchange control in, supra. 
37 Chiang Kai-shek and Chinese Na- 

Peiping Government. See “Provi- tional Government, relations 
sional Government,” infra. with, 124-126, 142-148, 144
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Undeclared war between Japan and | Undeclared war between Japan and 
— > China—Continued China—Continued 

“Provisional Government of the Re- Shanghai—Continued 
public of China”—Continued French Concession, question of Jap- 

Chinese Communists, attitude to- anese control over, 86, 88, 227— 
ward, 124-126 228, 234, 237, 239-240, 246-247, 

. Japan, relations with, 185-186 272, 317 
Japanese economic policy toward, International Settlement: Extra- 

163-164 , Settlement roads question, 
: “North China Economic Mission,” 101; French interest in, 39, 86, 
- dispatch to Japan, 163-164 88; Japanese control, question 

Peace settlement, attitude toward, of, 227-228, 230-231, 234, 237, 
: 139-140 239-240, 241-243, 252-253, 272; 

Rehabilitation work, 280 precautions and steps to pro- | 
“Reformed Government of the Repub- tect, 215-217 

lic of China: Currency regula- Japanese monopoly of trade in, 
tions in Central China (see also 465-466, 471, 472, 473 
Central China under Interfer- Restriction of Chinese national cur- 
ence: Banking and Restrictions, rency by Japan, 317, 355, 396— 
supra), 367, 395, 397, 471; monop- 397, 398 : 
olies, 441 . Shantung Province, 416, 417, 418, 468 

Sanctions against Japanese policies South China. See Canton, and un- 
of aggression and violation of der Interference: Banking and 
treaty rights, consideration of; Restrictions, supra. 

use of So-called “moral embargo,” | swatow, 466, 467-468, 469, 473, 786, 
475-558 789, 849, 856, 859 

Aeronautic equipment and aviation one Tao Government” 767 
gasoline, U. S. embargo on, Tientsin : ? 

Analyees of oo O08, © oy Unite d British and French Concessions: 
States, 479-481, 488-485, 486, Anglo-J apanese negotiations re- 

489-490, 496-497, 499-500, 509, Cur ene: 879, 694 
516-521, 523-524, 530-533 urrency SON See Inter- 

Chiang Kai-shek, attitude of, 688- Ching cuppe ns? North 
689 Silver reserves in, 382, 432, 486 Heonomic and financial aid to ’ ’ , ’ 
Japan by United States, ques- aoe 442, 638, 693, 694, 

| France views of, 589, 541-543 Transportation of goods into, 
Isolation of Japan, question of, ete 416 ae ees on, 

612-618 Withdrawal of troop ti , Japan’s attitude toward sanctions 1 of 240. 9 44-945 DAT BO One. 
and “moral embargo,” 5, 7, 122, 256-957 258-959 379 999.” 

. 488, 495-496, 519, 557, 576 9209 306-807 313-31 4° | 
Other nations, possible effects on, Chi Ki: i-shek ? t t 

Sale of ed States, ueetlon nt ATE Exchange control in, 379, 414-415 
478. 489-483 488-489 495-495 Italian Concession, 228, 260 

. 503-504 505. 521-523. 530 549_ J apanese Concession, 384, 386, 3888, 
9 3 3 ? 889 

550 ° 
United Kingdom, views of, 478-479, Transport and communications : 

490-498, 497-499 Foreign equipment in China, use 

U. S. Congress, steps taken by, 533, of, 641, 642-643; internal im- 
536, 550 provements in China, 739-740; 

Shanghai: Japanese control of, 278, 279 ; sup- 
Concessions, Chinese restrictions plies, shipment to China (see also 

on, 649-650, 655 Burma @nd Indo-China, supra), 
Courts, Chinese assertion of au- 240, 296, 328, 542, 716-717, 718- 

| thority over, 317 _ 19, 157-158 
Customs problems, 843-845, 846-| Tsinan, 265-266 

847, 855, 858, 859 Tsingtao, Japanese trade and cur- 
. Economic and financial matters, rency restrictions in, 352, 374, 

317, 355, 369-370, 394-395, 379, 383, 387, 391-392, 393, 468, 
396-397, 398-399 469-470, 472, 474
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Undeclared war between Japan and| Undeclared war between Japan and 
China—Continued China—Continued : 
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