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PREFACE 

The present volume of Foreign Relations of the United States is 
one of a special series of Foreign Relations volumes covering the re- 
lations of the United States with China for the years 1942 to 1949, 

inclusive. 
The Foreign Relations volumes are primarily concerned with doc- 

umentation of diplomatic activities within the responsibility of the 
Department of State. Some documents from other agencies have 
been printed where they have been deemed necessary to supplement 
the Department’s records and thus give a better understanding of 
the problems treated. 

Military records dealing with China during 1943 are discussed in 
narrative histories published or in preparation by the Departments of 
the Army and Air Force. Most important for this period are United 
States Army in World War II: The China-Burma-India Theater: 

—Stilwell’s Mission to China, and Stilwell’s Command Problems, by 
Charles F. Romanus and Riley Sunderland, published in 1953 and 
1956, respectively, and Zhe Army Air Forces in World War IT, edited 
by W. F. Craven and J. L. Cate, Volume IV, published in 1950. 
These histories provide relevant background information for docu- 
ments referring to military activities. 

The preparation of the present Foreign Relations series on China 
has been under the general supervision of the Chief of the Historical 
Division, G. Bernard Noble. The volumes were compiled in the 
Foreign Relations Branch of the Historical Division under the di- 
rection of the Chief of the Branch (Editor of Yoreign Relations), 
E. R. Perkins, and the Assistant Chief of the Branch, Gustave A. 
Nuermberger, by a research staff consisting of John G. Reid, Francis 
C. Prescott, Velma H. Cassidy, Herbert A. Fine, and Ralph R. Good- 
win. The 1943 China volume was compiled by Mr. Reid, Mr. Prescott, 
and Mr. Goodwin. 

The Division of Publishing Services is responsible with respect 
to the Foreign Lelations volumes for the proofreading and editing 
of copy, the preparation of indexes, and the distribution of printed 
copies. Under the general direction of the Chief of the Division, 
Bruce Buttles, the editorial functions mentioned above are performed 
by the Foreign Relations Editing Branch in charge of Elizabeth 
A. Vary. 

| EK. R. Perxis 

Editor of Foreign Relations 

JANUARY 30, 1957. 
m





CONTENTS 
Page 

PREFACE 2... 6 6 ee te ee ee et wt we ww ee ee te hw III 

General wartime relations between the United States and China, with 
emphasis on China’s military position and United States efforts to 
give military assistance to China. . . . 2... 1 1 2 ee eee 1 

Political conditions in China; Sino-Soviet relations; attitude of the United ~ 
States toward threatened Kuomintang—Communist conflict... . 191 

Financial relations between the United States and China: 
I. Use of Stabilization Fund, exchange rates, implementation of U. 8. 

credit to China, inflation problem in China, monopolies, etc... . 401 

II. Termination of Chinese Stabilization Fund and Board which were 

established under provisions of Stabilization Agreement signed at 
Washington, April1,1941..........+4. 4624 64540484 457 

III. Chinese request for a billion dollar loan from the United States . . 476 

Aid to China under the Lend-Lease program . .........4e4.e-s 491 

Difficulties of United States operations in China due to unfavorable ex- 
change; negotiations with Chinese Government regarding a reverse 

Lend-Lease Agreement . . . 6. 6.6 6 ee ee ee we we te te 515 
Efforts to establish a supply route to China via Iran, the Soviet Union, 

and Sinkiang. . . 6. ee ee ee ee ee ee ee ww we ee 890 

Objections to proposed survey of a supply route to China via India, 
Afghanistan, and the Soviet Union . . ...... 2. 2. ee eee 614 

Efforts to establish a supply route to China through Tibet; attitude of the 
United States toward status of Tibet... ... 2... 2. 1 2 ee 620 

Arrangements to obtain strategic materials for the United States from 
China. 2... 6 ew ee ee ee ee ee ee eee ee ew we ~~ 645 

Support by the Department of State of Chinese requests for planes for 
internal transport in China. . . . 1. 1. 1. 2 ee ee ee et ee 661 

Interest of the United States in maintenance of administrative integrity 
of Chinese Maritime Customs; appointment of an American as Acting 
Inspector General of Customs . . . . 1... 1 ee ee ee es 687 

Treaty between the United States and China for relinquishment of extra- : 
territorial rights in China and the regulation of related matters, 
signed January 11,194387 ......... +624 5654 282488 eee 690 

Agreement between the United States and China regarding jurisdiction 
over criminal offenses committed by American armed forces in China, 

effected by exchange of notes, signed May 21,1943 ........ 691 

Attitude of the United States toward status of the China Foundation for 

the Promotion of Education and Culture after termination of the 

Boxer Protocol of 1901 . . 1... 1 1 we wee ee ee ee 701 

Discussion of negotiation of comprehensive commercial treaty between the 

United States and China . .... 1. 1. 6 ee we ew ee we ww 710 

Protection of American lives and property in China and representations 
regarding bandit attack upon a United States Army convoy in 
Yunnan... 1. 1 ee ee ee ttt tw et ew tee 716 

Opening of new American diplomatic and consular posts in China. . . . 727 

Vv



VI CONTENTS 

Page 

Cultural relations program of the Department of State to provide technical 
assistance to China and to facilitate greater cultural cooperation 

between the United States and China. . .......2.2.2.222. 732 
Representations by the Chinese Embassy concerning designations given to 

outlying provinces of China by certain American map makers. . . . 765 
Repeal of Chinese Exclusion Laws by the United States... ..... 769 
Negotiations with respect to the treatment of Chinese seamen in American 

ports... ee 788 
Applicability of the Selective Service Act to Chinese students in the 

United States 2... 2... ee ee 813 

Refusal of the United States to permit the relay of Chinese broadcasts to 

South American countries through the United States. ...... 818 
Assistance by the United States in securing admission of China as a signa- 

tory to the Four-Power Declaration on General Security, signed at the 

meeting of Foreign Ministers in Moscow. ........2.2... 819 
Exchange of views between the United States and China regarding the 

administration of liberated areas . . . 2... . 0.0... ee 836 
Interest of the United States concerning Chinese postwar planning. . . . 841 

Consideration of proposed entry of Chinese troops into Indochina to combat 

Japanese forces in that colony ............. 0.884 882 
Taking over by Chinese Government of Yunnan section of French Indo- 

china~Yunnan Railway; expression of interest by the United States on 

behalf of the French . . 2... .. 2... ee eee 889 
Exchange of views between the United States and China regarding the 

future status of Korea and the question of recognizing a provisional 

Korean government. ...... 2.0.0.0... ee ee ew ee ee) 893 

INDEX. © 6 ee ee 897



GENERAL WARTIME RELATIONS BETWEEN THE UNITED 

STATES AND CHINA, WITH EMPHASIS ON CHINA’S 

MILITARY POSITION AND UNITED STATES EFFORTS 

TO GIVE MILITARY ASSISTANCE TO CHINA? 

740.0011 Pacific War/3062 : Telegram 

The Ambassador in China (Gauss) to the Secretary of State 

CHUNGEKING, January 11, 1943—1 p. m. 
[Received January 12—7: 25 a. m.] 

58. Chinese press in comment on Nanking puppet régime’s dec- 

laration of war against United States and Great Britain terms it “a 

farcical performance.” National Herald, “Foreign Office paper,” 

views declaration as step of no benefit to Nanking régime taken by 

order of Japan; states puppets have no qualifications for declaration 

of war either from international or internal standpoint; believes 

Japan orders declaration because of weakening Japanese position in 

Pacific and consequent need for new development to report to Japa- 

nese people; and concludes with the statement that Nanking puppets 

are traitors who will be brought to book after war. 
Gauss 

President Roosevelt and Prime Minister Churchill to 
Generalissimo Chiang Kai-shek? 

) [CasaBLanca, January 25, 1948. ] 

[ We have been meeting in North Africa with our Chiefs of Staff,’ 

to plan our offensives and strategy for 1943. The vital importance of | 
~_ aiding China has filled our minds. { General Arnold, the Commander 

of the U. S. Air Force, is already on his way to see you. We have 

decided that Chennault ¢ should be reinforced at once in order that you 

may strike not only at vital shipping routes but at Japan herself. 
Arnold carries to you our best judgment as to Burma. He will also 

advise you about our expanding operations in the South West Pacific 

1 Continued from Foreign Relations, 1942, China, pp. 1-190. . 
*Copy of tere obtained from the Franklin D. Roosevelt Library, Hyde 

Park, New York. Notation at end of text: “O.K. F.D.R. I concur. W.S.C.” 
* The records of the Casablanca Conference are scheduled for publication in a 

subsequent volume of Foreign Relations. | | ° 

one Gen. Claire L. Chennault, commanding United States Air Task Force in 

| 1



2 FOREIGN RELATIONS, 1943, CHINA 

and our developing offensive against Germany and Italy which will 
follow promptly after the destruction of the Axis forces in Tunisia. 
| We have great confidence in the 1943 offensives of the United Na- 
tions and want to assure you that we intend with your co-operation to 
keep the pressure on Japan at an ever increasing tempo. 

740.0011 European War 1939/27514 : Telegram | 

Lhe Ambassador in China (Gauss) to the Secretary of State 

| | CHUNGKING, January 27, 1943—5 p. m. 
[Received January 27—1:44 p. m.] 

148. A message from our Embassy [in] London received last 
night stated joint message from President and Churchill for Gen- 
eralissimo* was being communicated through British Ambassador * 
with whom by President’s direction I should arrange for immediate 
joint delivery. Message was not received by my British colleague 
until this morning and we made joint delivery shortly after noon. 

_ Generalissimo asked us to convey his thanks respectively to President 
and Churchill. He madenocomment. Foreign Minister * who was 
present said that undoubtedly Generalissimo’s reply would go for- 
ward later. 

| Gauss 

893.00/14961 

The Ambassador in China (Gauss) to the Secretary of State 

No. 921 CuuncxKine, February 3, 19438. 
[ Received March 8.] 

Sir: I have the honor to enclose for the information of the Depart- 
ment a copy (in English translation’) of an editorial as published in 
the Za Kung Pao (L’Impartial) of January 27, 1948, on the subject 
“Discard Old Antiquated and Outdated Concepts and Establish the . 
New Sincere Unified Military Strategy”, discussing the present po- _ 
litical orientation of China. 

The writer of the editorial, basing his observations on recent com- 
ment made in The Nation (New York), states that it is to be con- 
sidered that people who believe that the United States and Great 
Britain should refrain from giving all-out aid to China lest it become 
an aggressor nation or turn Fascist after the war are still obsessed by 

*Telegram of January 25, supra. 
** Sir Horace James Seymour. Te 
*See communiqué of January 26, Department of State Bulletin, January 

30, 1943, p. 938. 
“TT. V. Soong. 
* Not printed.



GENERAL WARTIME RELATIONS 3 

outdated concepts of the age of imperialism. China, it 1s stated, 

which has fought the longest and sacrificed the most in the present 

war, is entitled to demand a strategy which would support the carry- 

ing on of a decisive war and lead to a decisive victory. In that connec- 

tion, the writer observes, it is necessary that there be neither under- 

estimation nor overestimation of Japan. 

There would seem to be little danger that China will become within 

the visible future an aggressive Fascist nation. However, without 

doubting the sincerity of the belief expressed in the Ta Kung Pao that 

China will become a republic along the democratic lines laid down in 

general terms in the Three People’s Principles (San Min Chu Y1) 

of Dr. Sun Yat-sen, the Kuomintang_leadership at present shows 

little promise of putting those principles into effect. The Kuo- 

mintang, in fact, gives every evidence of intention to perpetuate its 

present one-party control of the country. Consequently, the prospect 

is that, unless liberalizing elements gain the ascendency in the govern- I 

ment, either internal unity will be destroyed in the clash between the 

dominating Kuomintang and opposing forces or Fascist-like domina- 

tion will continue to the detriment of aspirations for the development 

in China of a democratic political and economic system. 
Respectfully yours, C. E. Gauss 

893.44 Chiang Kal-shek/44 

Memorandum of Conversation, by the Chief of the Division of Far 
Eastern Affairs (Hamilton) 

[Wasuineron,|] February 9, 1943. 

Dr. Liu Chieh, Minister Counselor of the Chinese Embassy, called 

this afternoon at his request. Dr. Liu stated that he had returned 

today from New York and that he wished to call and inform us that 

Madame Chiang Kai-shek would be coming to Washington shortly.* 

In further comment, Dr. Liu said that he thought Madame Chiang 

would arrive here sometime after the middle of the month probably 

about the 20th. Dr. Liu stated further that Madame Chiang would 

be in Washington for about a week; that arrangements for her visit 

had, he understood, been made with Madame Chiang directly by the 

White House; and that these arrangements included the question of 

arranging for Madame Chiang’s trip to Washington. 
Dr. Liu said that he had called on Mr. Summerlin and Mr. Wood- 

ward ® to discuss various matters of protocol connected with Madame 

Chiang’s visit. 

®¥or information concerning visit of Mme. Chiang, see Department of State 

Bulletin, February 20, 1943, p. 165. 
° George Thomas Summerlin and Stanley Woodward, Chief and Assistant Chief, 

respectively, of the Division of Protocol.
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Dr. Liu referred to the fact that Madame Chiang had received a 
great many requests to make addresses at various places in this 
country; that arrangements relating to Madame Chiang’s time in 
New York after she left the hospital had been placed in the hands of 
an American committee there; and that Madame Chiang was to 
make a public address in Madison Square Garden on March 2. 

With regard to the invitations which Madame Chiang had received 
to make addresses in Washington, Dr. Liu said that Madame Chiang 
had it in mind to make only one address while here. 

Dr. Liu stated further that Madame Chiang would make a visit to 
Chicago and then to the West Coast and contemplated making one 
public address in each of a few of the larger cities. Dr. Liu said 
that Madame Chiang planned not to make a great number of public 
speeches but to keep such speeches to a small number. 

, i told Dr. Liu that we wished him and the Embassy to feel free 
; to come to us at any time with any question relating to Madame 

Chiang’s visit ; and that we all desired to be of the utmost helpfulness. 
Dr. Liu expressed appreciation and said that if there came to our 

knowledge particulars as to the arrangements made by the White 
House with regard to Madame Chiang’s visit in Washington, he would 
appreciate it if we would pass this information on to the Embassy 
as it would be helpful to the Embassy in making its plans. I said 
that we would be very glad to keep this in mind. 

893,24/1544 

Memorandum by the Chief of the Division of Far Eastern 
_ Affairs (Hamilton) | 

|Wasuineron,] February 11, 1943. 
There has recently been a noticeable increase in the number of 

suggestions from Chinese sources that China might in the not too 
distant future, lacking greater military aid from the United States, 
cease to be an active belligerent. | 

Some of these suggestions have emphasized China’s fear of Russia; | 
others, suspicion of the ultimate intentions of the United States and 
Great Britain with respect to the Far East. Some have included the 
“possibility” that China might make some kind of “peace” with Japan. 

These suggestions may reflect (a) a serious growth of depression 
and “defeatism” on the part of some Chinese spokesmen and some 
Chinese leaders; and_ possibly, (6) intensification of a campaign 

* Madame Chiang Kai-shek addressed the Senate and the House of Repre- sentatives on February 18, 1948: for texts of speeches, see Congressional Record, vol. 89, pt. 1, pp. 1080-1081, 1108-1109.



GENERAL WARTIME RELATIONS o 

(perhaps having connection with the visit to this country of Madame 
Chiang Kai-shek) to bring strong pressure upon the President and 
his chief political and military advisers to effect immediate and 
greatly increased military aid to China. That is, Chinese leaders may 
already have fallen farther than has been realized into a mood of 

depression and/or have conceived a campaign of pressure upon us } 

as a means of alleviating the psychological, the economic and the 

military situation in China. 
I a 

The situation of China is without doubt critical In many ways. 
Notwithstanding the extraordinary amount of financial assistance| 
which we have rendered to China, the country’s finances are admit- gr 
tedly in a precarious position which _is steadily getting worse. Prac- 
tically no consumer goods are entering China. The inflationary proc- @ 
ess is also aggravated by deficient internal transportation and by 
hoarding of and speculation in foodstufts and other commodities. 
Wholesale and retail price indices have risen in Chungking approxi- 
mately 7,000 percent of those prevailing in 1987 and the Chinese dol- 
lar has depreciated to a value on the black market of ane cent or less 
United States currency. The situation has seemingly reached a point 
where the provision of financial aid to China offers no solution. 
Restoration of China’s land routes to the outside world to an extent 
sufficient to enable the importation into China of substantially in- 
creased quantities of consumer goods in addition to military supplies 
would seem to be essential if the present inflationary tendency is to be 
counteracted. Reopening an important _land_route to the outside 

world would not onfy Furnish some purely economie a oviation ly furnish “some purely economic alleviation of 
China’s economic ills but would also increase public confidence in Chi- 
nese Government currency and in China's economy in general and thus 
exert a very healthy and beneficial influence. | 

II 

While the most active phases of the Sino-Japanese hostilities ended 
some two and one-half years ago, the Chinese since that time (a) have 
in general held their lines against the Japanese forces in China while 
the latter have been intent upon consolidating their position rather 
than advancing farther westward, and (6) have simultaneously con- 
tained some 600,000 out of approximately 2,250,000 troops. (China 
has, of course, contributed to the war effort in a number of other ways: 
for example, China’s continuation in the war against Japan has held 
open to the United States the possibility of utilizing air bases in east 
China for a direct attack upon Japan and the fact that China has not
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been conquered has contributed to a continuing loss of Japanese pres- 
tige and Japanese morale and a continuing drain upon Japan’s mili- 
tary strength.) Nevertheless, while the Chinese have some two mil- 
ion and a half troops in the field, only a comparatively small portion 
of these troops is adequately armed, not a single division is under- 
stood to have sufficient light and heavy artillery, and air support has 
been practically nonexistent except for the American Volunteer Group 
which operated largely in Burma and the more recent operations in 
China of United States air units. In these circumstances it cannot 
be assumed that, if China is not given general military assistance on a 
considerable scale, it will be possible for the Chinese armies to con- 
tinue indefinitely to contain the Japanese forces, especially if the lat- 
ter should undertake concerted effort to advance. Furthermore, as 
no one can say how long the war will last, it would obviously be a 
grave mistake not to make effort, by way of assisting the Chinese, to 
keep open the possibility of using China’s potentialities, including 
potential air bases in Chekiang and other coastal areas, for the future 
large-scale offensive against Japan. 

Tit | 

There are a number of unfortunate aspects in the political situation 
in China. Maneuverings by various cliques and factions in the Gov- 
ernment are, it is believed, unimportant from the point of view of 
Chiang Kai-shek’s position (in as much as none of them appears to 
be directed against Chiang) and from the point of view of bringing 
about an increased likelihood of China’s withdrawing from the war. 
But if Chiang should be eliminated by serious illness or death there is 
a strong possibility that the Chinese Government would fall apart. 

There is the continuing dissension between the Kuomintang (in- 
cluding Chiang Kai-shek) and the Chinese Communists. It is not 
believed there is probability at present or in the near future of an 
outbreak of open civil war as a result of this dissension; latest infor- 
mation is to the effect that Chiang is sensible of the dangers in the 
situation and will refrain from taking such repressive measures as 
might lead to open civil war. Meantime, the Communist armies are 
practically immobilized from action against the Japanese, and con- 
siderable bodies of Central Government troops stationed at various 
places as checks against the Communists are similarly immobilized. 
As for the future, unforeseen circumstances may cause the Govern- 
ment’s attitude of restraint to change. 

A new development in the political situation was the Nanking 
regime’s recent declaration of war upon the United States and Great 
Britain. It is too early to attempt to predict what the full results
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of this action will be. Japanese radio announcements that the Nan- 

king regime would now recruit large numbers of Chinese troops sug- 

gest that the Japanese may plan the development of active civil war i 

China or the replacement of a certain number of Japanese garrison 

troops by Chinese troops. While the Japanese have utilized puppet 

| troops to some extent, this has not yet become an important factor 

- but if it continues on an expanding scale it will, of course, tend to 

. weaken China’s situation and may eventually have serious results. 

Since the outbreak of the Sino-Japanese hostilities and before, there 

has been in Chinese Government and other influential circles a number 

of individuals, not organized in a group, who, for a variety of reasons, 

| might under some circumstances not be averse to some “peace” arrange- 

ment with Japan. For instance, some banking groups and prominent 

businessmen whose interests have been centered in financial and com- 

mercial marts such as Shanghai, are naturally war-weary and may 

| have leanings toward “peace”. If Chiang should be eliminated, or 

if China’s economic situation should become so desperate as to cause 

a currency collapse, such uncrystallized elements could be expected to 

exert influence in regard to any question of continuing or discontinuing _ 

the war. 

IV 

Chinese morale is adversely affected not only by the lack of military 

aid furnished China but by diversions of aid allocated and failure on \ 

our part to fulfil promises of aid. Chinese resentment toward the 

British (which is severe) tends to turn, at least indirectly, toward the | 

United States because the United States and Great Britain are so 

closely allied in the formulation of global strategy. 

Chinese disappointment and resentment have been reflected in a 

number of ways. One new development, which should not be over- 

looked, is the apparent growth in northwest China of an obvious anti- 

foreignism. While this may not be directly related to the feeling of 

the Chinese that they have not been fairly dealt with by their allies, 

it is probably a result of a nationalistic spirit which has relation to 

China’s position as a victim of aggression and an important member 

of the United Nations that has not—in Chinese eyes—been given ap- 

propriate concrete recognition by China’s allies. 

There has been much publicity to the effect that China is one of the 

“Big Four” of the United Nations. Some Chinese believe that China 

is not actually so considered or treated and as a result thereof are dis- 

appointed and resentful. They do not give weight to the facts that, 

with the exception of Great Britain and Canada, China has substan- 

tially the same representation in agencies of the United Nations as 

has any other country; that China while legally at war with Germany
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is not in position to engage therein; and that China from point of view 
of production of war materials must be largely a recipient from rather 
than a contributor to other countries. The Chinese who are thus dis- 
appointed realize that China is represented in or has liaison with only 
three existing international commissions, committees, boards, et cetera 
in Washington concerned with the war: liaison (believed to be 
limited) with the Combined Chiefs of Staff; membership in the Pacific 
War Council; and membership in the United Nations Information 
Board. They realize that out of the vast quantity of Lend-Lease sup- 
ples furnished other countries China’s share is less than two percent. 
These same Chinese are also aware that, despite their high hopes, 
China’s position after the entry of the United States and Great 
Britain in the war in the Far East has up to the present time substan- 
tially deteriorated rather than been bettered. 

While some Chinese leaders appear to give willing lip service to the 
theory that Germany must be crushed before J apan, they are acutely 
conscious that aid flowing to China is on a proportionate basis very 
small. 

| Vv 

Chinese suspicion of the ultimate intentions of the United States 
with respect to the war in the Far East appear to be based upon 
various considerations: (a) The emphasis placed by the United States 
and Great Britain on crushing Germany before J apan; (6) the lack of 
material aid to China to enable Chinese troops to fight the J apanese 
more effectively; (c) the tendency of our war effort in the Pacific to 
comprise a “holding” war and a war of attrition upon J apanese naval 
and air forces rather than the recapture of Burma with a view to 
progressively driving the Japanese in China to the seacoast and 
attacking Japan proper from China; (d) the fact that official state- 
ments made by the United States regarding post-war aims and policies 
in the Pacific area have not been made more explicit; (e) a latent fear 
that the United States may eventually grow tired of the distant war in 
the Pacific and eventually be willing to enter into a negotiated peace 
with Japan. (Incidentally, some observers think that the J apanese 
cling to a belief along these latter lines.) 

| Chinese suspicion of Russia is believed to be based, in part, upon 
fear, some of which has foundation in Russia’s past acts and present 
attitude toward Japan, and consequent speculation. Russia’s con- 
tinuing caution in respect to her relations with Japan causes apprehen- 
sion that Russia, if the latter should see advantage in so doing, might 
make a deal with Japan at China’s expense. On the other hand, some 

‘: Chinese are apprehensive that in due course Russia and Japan will 
become involved in war and Russia will demand, when J apan is de-
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feated, paramount influence in or control—direct or indirect—over 

Manchuria and Korea. . VI oo 

In summary, the economic.and psychological situation in China. is | ob 
already critical and is deteriorating. The internal political situation 
holds possibilities of future danger to China’s unity and to indefinite 
continuation in the war effort. The military situation, while unsatis- 
factory from the point of view of offensive action against the Japa- 
nese, continues to be advantageous to the United Nations in that Chi- 
nese troops are in general holding their lines and are thus effectively 
containing large Japanese forces, and in addition, there is being held 
open for the future the possibility of offensive action on and from 
Chinese territory by China and the other United Nations against 
Japan. On the other hand, the Chinese are becoming increasingly | & 
disappointed and resentful of the lack of military aid; some Chinese | 
spokesmen are beginning to talk of the possibility that China may 
not long continue to be an active belligerent; and there is question 
whether the Chinese will, without substantial military aid, indefi- 
nitely continue active resistance to Japan. 

| The primary need in reference to the China situation is that China 
be given more military aid, either by augmenting the American air 
force and other American forces there or by furnishing increased 
material for use_of Chinese _armies, or both. In addition, it is be- 
lieved we should do everything possible’in the psychological and 
political fields to engender in the Chinese a feeling that they are full -, 
partners With us and the other United Nations—to the end that fal = 
will move along with the rest of the United Nations in maintaining 
and increasing the common war efforts against the Japanese. 

M[axweti]| M. H[aminton | 

The Adviser on Political Relations (Hornbeck) to the Secretary 
| of State ™ 

| | | [Wasuineton,|] February 18, 1943. 

Mr. Szcrerary: In anticipation of your conversation with the 
President: 

Probably the most important subject that calls for consideration 
at this time in connection with Far Eastern matters is that of giving 
concrete evidence of this country’s intention and capacity to deliver 
in China materials of war. This is important because it has a definite 
bearing on the problem of keeping China actively in line asa fighting - 
member_of the United Nations group. That is a political question. 

| 1 Copy obtained from the Franklin D. Roosevelt Library, Hyde Park, N. Y.
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It is important now because the American people and the American 
Congress (to say nothing of the Chinese) are becoming increasingly 
worried, impatient and insistent about it. That is a political matter. 
It is especially important at just this moment because of the presence 
of Madame Chiang as a guest of the President and Mrs. Roosevelt 
and because of the probability that Dr. T. V. Soong will arrive here 
in the very near future. Those also are matters of political, impor- 
tant political import. 

S[rantey] K. H[ornpecx | 

[Annex] 

[Wasuineron,] February 18, 1948. 

Toward delivering in China materials of war, the thing that would 
probably be at this time easiest of execution physically would be to 
send additional transport planes, with cargoes of machine guns, other 
equipment, and ammunition. Next easiest would be the sending of 
additional bomber planes. Third easiest would be the sending of ad- 
ditional fighter planes, and spare parts, miscellaneous equipment 
and ammunition—for the reinforcing of the U. S. A. A. F. which is 
under the command of General Chennault. 
Something ought to be done, also, toward straightening out the 

rivalry and confusion which appears to exist among the higher com- 
mand personnel of the American armed forces operating in the Assam— 
China theater. - If the President is not familiar with the details of 
that situation, it might be helpful were he to call for a complete and 
cbjective report on the subject. 

893.20/773 : Telegram vn 

The Ambassador in China (Gauss) to the Secretary of State 

Cuunexine, February 18, 1943—1 p. m. 
[Received 5:28 p. m.] 

242. Embassy has learned that British are sending to China a group 
of five officers headed by a Vice Air Marshal (Major General) to 
instruct Chinese aviators in the air training school at Chengtu in tac- 
tics as distinguished from flight training. The group now en route is 
expected in China soon. It is understood that Chinese first ap- 
proached us for such instructors and accepted British instructors 
only after they had been informed that we could not comply. 

There have been until recently several hundred British air ground 
crew personnel in Chengtu but this number has now been reduced 
radically by transfer from China. Personnel originally evacuated to 

_ China after fall of Burma.



GENERAL WARTIME RELATIONS 1] 

British Ambassador and Military Attaché are visiting Chengtu next 
week. Air Attaché preceded them last week. 

, Gauss 

711.98/524 | 

Memorandum of Conversation, by the Secretary of State 

[Wasuineton,] February 25, 1943. 

The Chinese Foreign Minister, Dr. T. V. Soong, called at his 
request. I welcomed him back from his protracted visit to Chungking 
and proceeded to tell him what a marvelous impression his sister, 
Madame Chiang Kai-shek, had made on everyone in this country. 

I then referred to the conclusion of the negotiations on extra- 
territoriality and thanked him for his fine aid in the matter at the 
other end of the line. He replied with many expressions of gratitude 
at our course. He said that the abandonment of extraterritoriality 
practices could not have been accomplished without the leadership of 
this Government and that our British friends were a little less 
enthusiastic about such matters than the United States. 
_I referred to the deep and constant interest the State Department 
has taken in its efforts to cooperate with the Chinese Government in | 
securing military and other supplies from this country. He said he 
was aware of this and was most appreciative. I then suggested that 
he give the State Department copies of his lists of requested supplies 
which he presents to the appropriate departments of the Government 
in order that we might be of more effective assistance. 

I inquired about economic, financial and military conditions in 
China. He said he would lke to go into these matters at some length 
when I return from my vacation. | 

The Foreign Minister added that Japan seemed to be poising herself 
for an important movement of some kind and that, taking all the 
circumstances and facts into consideration, he was inclined to believe 
that it was intended more against China than against any other 
power. | 

I said to Dr. Soong that a person now and then would inquire of 
me as to Russia’s intentions after the war, both in the East and in 
the West. The Foreign Minister replied that Russia was saying 
nothing in this connection so far as he was aware (this evidently 
means to other Chinese Government officials). I added that now 
and then someone would inquire about Russia’s possible intentions 
toward Korea. He promptly replied that he did not know about 
this, that he only knew China’s intentions which were opposed to | 

2 See bracketed note, p. 690. 

332545—57——2



12 FOREIGN RELATIONS, 1943, CHINA 

taking over new territory, whether it be Korea, Burma, Indochina or 
other outlying areas. He said that his Government saw eye to eye 
with this Government on the question of annexing territory and is 
dead against it. 

I briefly reviewed for Dr. Soong’s information the high points 
in our relations with Japan during the one or two years leading up to 
the attack on Pearl Harbor, including the constant requests of the 
British, the Australians, the Dutch and our own Army and Navy heads 
that we at the State Department and the White House not allow 

. ourselves to be drawn into a war with Japan until it was absolutely 
necessary for the reason that all of them said they were not ready. 
I also reminded the Foreign Minister of many of the factual phases 
of that long period of conversations with Japan which I had con- 
ducted.* He seemed very appreciative and expressed himself as most 
pleased to get the benefit of certain of these vital points which were 
not conspicuous at the time. He said that the State Department 
stood one hundred percent high with everyone wherever he had been. 

I reminded Dr. Soong that we set forth almost all of the principles 
at Montevideo * on which the whole good neighbor policy had been 
developed, especially to such a striking degree in this hemisphere, and 
that the recent extraterritoriality treaty with China had been planned 
by this Government for the past two or three years, as a part and 
parcel of the good neighbor policy launched at Montevideo, but that 
on account of conditions prevailing as a result of the Chinese and 
Japanese conflict it had been difficult to bring our Marines out of 
Shanghai, Peking and Nanking. The Foreign Minister seemed 
greatly interested in this information. 

C[orpetit|] H[ ci] 

123G231/5938 : Telegram 

The Acting Secretary of State to the Ambassador in China (Gauss) 

WasHINGTON, February 26, 1948—5 p. m. 

280. You are instructed proceed Department for consultation. 
Transportation expenses and per diem from Chungking to Wash- 
ington and return authorized subject to Travel Regulations includ- ~ 
ing per diem while in Department subject to Note 15a of Accounts 
Supplement E, chargeable “Transportation Foreign Service”. Travel 

by air authorized. 
Department assumes you will be able arrange priority from Chung- 

king and upon receipt of word from you will be glad to take matter 

up with War Department here if desired. 

% See Foreign Relations, 1941, vol. 1v, pp. 1 ff. 
4% Seventh International Conference of American States held at Montevideo, 

December 3-26, 1933. See idid., 1938, vol. rv, pp. 1 ff.
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If you depart before arrival Vincent’s © successor 1° you should turn 
charge of office over to Vincent. Before making final arrangements 
for departure you should inform Generalissimo Chiang Kai-shek and 
the acting Minister for Foreign Affairs in confidence of your con- 
templated plans, mentioning in this connection the fact that you have 
not been in the United States since this country entered the war. 
Please telegraph Department after you have informed the Chinese 
of your plans. In event Chinese raise no objection in connection with 
your plans you are authorized to let it be known informally that you 
have been instructed to proceed United States for consultation. 

| BERLE 

740.0011 Pacific War/3132 : Telegram 

The Ambassador in China (Gauss) to the Secretary of State 

CuHuUNGKING, February 27, 1943. 
[Received February 27—10:45 a. m.] 

293. Following 1s summary of broadcast made by Generalissimo 

Chiang Kai-shek to armed forces and people of Thailand February 
26. 

Since the signing of treaty of alliance between Thailand and Japan, 
I have not spoken to you because I realized your difficulties and knew 
your circumstances to be not unlike those of China before we resisted 
Japan in 1987. Now circumstances have changed, the Axis powers 
are being forced to take the defensive, the day for you to save your 
country 1s drawing near and I desire to speak to you frankly in order 
to show China’s feeling toward you. 

Chinese friendship for Thailand is based on historical background, 
upon 8 million compatriots living in Thailand and upon Chinese 
realization that Japanese-Thai alliance was not expression of free. 
will of Thai soldiers and people. China’s faith as nation is based 
upon Three People’s Principles which call for freedom and equality 

—toyalinations._ If nations, — Ching Siprréd United Nations Declaration 1 with this 
faith. I cai give my solemn word that China as well as her Allies 
have no territorial ambitions in Thailand and harbor no intentions 
of undermining her sovereignty and independence. China’s war 
policy is to crush the Japanese war machine and Thailand is ¢on- 
sidered as ehemy occupied territory under that policy, not as enemy 
country. Thai army and people should, therefore, cooperate with 
China to expel enemy from both countries. We earnestly expect you 
now to do your duty promptly for salvation of your country and whole 
world and we hope you will regain international confidence your 

* John Carter Vincent, Counselor of Embassy in China, transferred to the 
Department. 
afr George Atcheson, Jr., formerly Assistant Chief of the Division of Far Eastern 

airs. 
8 United Nations Declaration, January 1, 1942, Department of State Executive 

Agreement Series No. 236, or 55 Stat. 1600.
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country once enjoyed and achieve right to speak for your country in 
post-war family of nations. | re 

Ss . . GAUSS 

790.00/5 oe 

Memorandum by the Chief of the Division of Far Eastern Affairs 
(Hamilton)* | 

[WasHineton,] February 27, 1948. 

Far Eastern Marrers Invotvine Revations BerwEen THE UNITED 

States AND GreaT BRITAIN 

1. The Situation in India. | 

Without offering any comment as to the merits of the Indian situa- 
tion and how best to deal with it, Chiang Kai-shek and the Chinese 
Government naturally view the Indian situation with serious concern. 
If the situation there disintegrates, China will regard that develop- 
ment, first, as an evidence of failure of British leadership and, second, 
as an evidence of disinclination or inability on the part of the United 
States Government to press upon the British Government the views 
of the American public. This is simply an objective statement of how 
the Chinese would regard any such development. It is obvious that 
such Chinese reaction to such a contingency would be seriously harm- 
ful to the cause of the United Nations. 

2. The Burma Campaign. 

a. The Chinese Government sets great store on the retaking of 
Burma by United Nations forces. If the situation in India disinte- 
grates, the effect on the Burma campaign may be disastrous. 

6. The Burma campaign, to be successful militarily and politically, 
should be a campaign carried out by the joint efforts of the British, the 
Americans and the Chinese. Every effort should be put forth to make 
the campaign such a three-cornered partnership. If any one of the 
three logical partners should drop out or not make its maximum con- 
tribution the common cause of the United Nations in the Far East 

would suffer. 

3. The Place of China in the United Nations War Effort. 

a. China’s continuance as an active belligerent on the side of the 
United Nations is the best insurance that the present war not become 
a race war. This is extremely important not only for the present 

but for the long future as well. 

* On March 12, 1943, Mr. Hamilton submitted this memorandum to the Under 
Secretary of State (Welles) with this comment: “It is suggested that you may 
find some of the observations made in this memorandum of interest in conversa- 

| clon wate Eden.” Anthony Eden was British Secretary of State for For-



GENERAL WARTIME RELATIONS 15 

6. There are many indications that a substantial number of articu- 
late and influential Chinese feel that the war is being conducted as an 
American-British affair. Toward remedying this situation it is be- 
lieved important that greater efforts be made in various fields to cause 
the Chinese to realize that they are full and important partners in the 

common war effort. 

4, Victory against Japan Should Be a Common Victory. 

It is important that the victory achieved by the United Nations 
against Japan should be a common victory and not a victory achieved 
by any one of the United Nations. Future peace and stability in the 
Far East depend to a large measure as in other areas of the world on 
cooperative relationships among nations based upon liberal, progres- 
sive principles. Should China alone be chiefly responsible for victory 
against Japan, the tendency would be for China to adopt individualis- 
tic, nationalistic policies rather than cooperative, broad-gauge poli- 
cies. Should the United States be chiefly responsible for victory 
against Japan, similar results might be anticipated. Should Great 
Britain be chiefly responsible, similar results might be anticipated. 
Should the Soviet Union join the war against Japan and be chiefly 
responsible for victory against Japan, similar results might be antici- 
pated. It is thus highly important that the general situation relating 
to conduct of the war against Japan be not permitted to develop in 
such a way that Japan’s defeat be accomplished by the effort of one 
alone of the United Nations. Victory over Japan should come from a 
common effort, each country contributing its maximum. 

M[axwet.t] M. H[amimron] 

893.00/14985 

Memorandum of Conversation, by the Ambassador in China (Gauss)® 

[CHunexine,| March 3, 1948. 

At dinner last evening with the Generalissimo, I informed him that 
I had received a message from Washington asking me to come home 

for consultation, and commented that I had not been in the United 
States since my country had entered the war and it seemed desirable 
therefore that I get into personal contact with the Government. — 

Generalissimo Chiang expressed interest and asked me when I 
would be leaving. I replied that I had not yet made definite arrange- 
ments and that I did not feel that I could do so until I had his per- 
mission to leave. He acknowledged the courtesy, and interposed no | 
objection to my leaving. 

* Copy transmitted to the Department by the Ambassador in China in his 
covering despatch No. 978, March 4; received April 16.
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During the course of our conversation throughout dinner he asked 
me to convey his respects to the President, and to Mr. Hull and Mr. 

Welles. He asked me particularly to say to Mr. Hull and Mr. Welles 

that he deeply and sincerely appreciated their friendly attitude to- 
ward China and their desire to place relations between the United 
States and China on a basis of equality and reciprocity; and he ap- 
preciated the speed with which steps were taken to give effect to that 

desire in the negotiation of the recent treaty. 
The Generalissimo also during the conversation referred to Am- 

bassador Grew and his “Report from Tokyo”. He said that he ad- 
mired Ambassador Grew and he wished me when I saw Mr. Grew to 

express to him that admiration. 
I referred in courteous commendation to the Generalissimo’s recent 

message to Thailand.® He was pleased; and said that I might report 
to Mr. Hull that the Thai troops have been in contact with the Chinese 
and have said that they do not intend to fight the Chinese; when the 

time comes they will be on China’s side. I commented that I 
wondered whether the same would not hold true for example as to 
the Koreans that the Japanese are recruiting and the Manchurian 
troops (I refrained from referring to the Wang Ching-wei puppet 
troops); that at the proper moment they would turn against the 

Japanese. The Generalissimo agreed. 

Speaking of Japanese-Russian relations, I sounded out the Gen- 
eralissimo as to whether he believed that Japan was still likely to 
attack Russia, saying that we have heard of course, as had he, that 
Germany has been urging Japan to attack in Siberia. The Gen- 
eralissimo said that he still believed that such an attack might be made; 
and in reply to my inquiry as to whether Japan has sufficient reserve 
strength to give to an offensive against Russia the Generalissimo said 
that he believed that Japan has sufficient reserve strength; he agreed 
however that it would be a fatal move on the part of Japan and said it 

would shorten the war. 
He then made the comment that Russia likely would have been in 

the war against Japan before this if there had been closer cooperation 
politically among the United Nations. He felt, he said, that there 
should be closer political cooperation. I asked whether the Pacific 
war council at Washington did not give opportunity for exchange of 
views on these subjects. He admitted that it did give some oppor- 
tunity. : . 

Speaking of Madame Chiang’s visit to the United States, the Gen- 
eralissimo asked me to express his appreciation of the cordiality of 
her reception, etc., etc. He commented that he was concerned as to 
Madame Chiang’s health; whether the demands on her were not too 

* See telegram No. 293, February 27, from the Ambassador in China, p. 18.
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heavy. I laughingly commented that the Americans are very much 
like the Chinese toward their visitors; they welcome them strenuously, 
and sometimes the programs are too extensive; Madame Chiang 
should not accept invitations beyond her strength and should be firm 
in declining too heavy a burden. 

When I took leave of the Generalissimo, he expressed the hope that 
I would return to Chungking soon. 

C[LARENCE| E. G[avss] 

740.0011 Pacific War/31443 

Memorandum by the Chief of the Division of Far Eastern Affairs 
(Hamilton) *° 

[WasHINGTON,] March 5, 1943. 

China is now represented on only two important United Nations 
organizations—(1) Pacific War Council, (2) United Nations Infor- 
mation Board. China also has limited liaison with the Combined 
Chiefs of Staff. The Chinese Military Attaché maintains an office 
in the Combined Chiefs of Staff Building and participates in some 
meetings of a general character. 

The Pacific War Council is devoted almost entirely to an informal 
exchange of views and information among the persons participating 
in the meetings. The President usually reports on events of interest 
to those present. The United Nations Information Board is not an 
organization concerned with the day-by-day conduct of psychological 
warfare and is of relatively small importance in the general picture. 
Among the more important organizations established by the United 

Nations to deal with various phases of the war there may be listed 
the following: | 

[ Here follows list of 26 United Nations organizations, together with 
“purpose” and “nations represented.” For a similar list, see Depart- 
ment of State Bulletin, January 16, 1943, pages 66-78. ] 
From a study of the foregoing organizations there emerges plainly 

the fact that in all of the more important organizations the United 
States and Great Britain have almost exclusive representation, with 
the exception of those organizations primarily devoted to problems 
involving this hemisphere. At the same time, a study of the purposes 
of these organizations makes clear that such membership is founded 
on good reasons. The United States and Great Britain have the most 
to give and are giving the most in regard to the supplies dealt with in 
most of the committees or organizations. Nevertheless, it remains 

** Submitted on March 6 to the Under Secretary of State (Welles) and Assistant 
Secretaries (Berle and Acheson).
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obvious that China is not represented on joint organizations to handle 
problems in connection with the war in the Far East. 

There is considerable evidence to indicate that important sections 
of Chinese opinion both official and private regard the strategic plan- 
ning and conduct of the war of the United Nations against the Axis 

| countries as an American-British operation. This feeling is detri- 
mental to the cooperative efforts of the United States and China 
against Japan. If allowed to continue it may become dangerous. 
Persons in China holding the conviction that war strategy is now 
purely Anglo-American feel strongly that China should be accepted 
as an “equal partner”. In support of this contention they cite China’s 
past contributions and China’s future potentialities. Such persons 
argue that strategy against the enemy Japan cannot be plotted and be 
executed to maximum advantage unless full use is made of the re- 
sources and experience of each country at war with Japan. In the light 
of China’s geographical position, vast manpower and what they regard 
as China’s war potential, they feel that China deserves to be repre- 
sented on and heard in the highest councils. 

There is growing evidence that the views outlined in the foregoing 
paragraph are coming to be accepted by an increasing number of mem- 
bers of Congress and private persons in this country. 

The role which China and Chinese manpower and resources is to 
play in the crushing of Japan is primarily a military problem to be 
decided by competent military authorities. The time at which com- 
prehensive staff discussions and planning between the highest military 
authorities of all forces which are to participate in the offensive drive 
against Japan should occur is also a matter to be decided by the compe- 
tent military authorities. There are, however, important political 
considerations affecting not only present relations between the United 
States and China but also the long future of American relations with 
and American interests in countries of the Pacific area which make it 
important that prompt consideration be given to the question of 
bringing about on the part of China a feeling of partnership in the 
war of the United Nations against the Axis countries. One method 
might be to take the necessary steps to bring about more active partici- 
pation by China in United Nations organizations at the earliest possible 
date. 

It is suggested, therefore, that our thought should be directed con- 
stantly and intensively toward establishing at the earliest practicable 
time such organizations as may be desirable and feasible (1) to con- 
vince the Chinese of their increasing participation in war planning 
and execution of operations and (2) to contribute to the achievement 
of United States policy in the Pacific designed, first, totally to defeat
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the enemy in the shortest possible time and, second, to create condi- 
tions of long-range stability and orderly evolution in the Pacific area. 
Membership in such organizations, some of which might sit in Chung- 
king and some in Washington, might include representatives of the 
United States and China and such others of the United Nations as 
might be desired both by the United States and China. 

Chinese membership on many existing organizations might not 
be desirable or feasible. It is felt, however, that much good might 

| be accomplished by the creation of new organizations in some in- 
stances similar in scope and purpose to existing organizations devoted 
to like problems in areas other than China and the Far East. In this 
connection, reference is made to the existing organizations listed 
above. 

For example, there might now be established to advantage a Pacific 
Intelligence Board which would (1) take over the functions of the 
United Nations Information Board as they may pertain to the Pacific, 
(2) establish close cooperation between the United States and China 
in the gathering, exchange and dissemination of all forms of military, 
economic and political intelligence with respect to the Pacific area, : 
and (3) develop and put into operation a well-coordinated program \ 
of pachlogint arfae-agint Japan~—Some may are at 
tablishment of an organiza br-of this nature would be undesirable 
for the reasons that such a board might tend to color intelligence in- 
formation, that Chinese information services are biased and not ob- 
jective, and that in psychological warfare China might press strongly 
for overemphasis on freedom ‘and independence for non-self-govern- 
ing peoples in the Pacific area, including areas under the sovereignty 
of other United Nations. It is submitted, nevertheless, that in addi- — 
tion to the psychological advantages—such as stimulation of China’s 
sense of participation and responsibility and enhancement of the | 
United Nations’ cause in the eyes of the peoples of the Pacific area— 
the establishment of an organization of this sort could produce prac- 
tical results of material benefit to the war effort. The Chinese will 
continue their intelligence and psychological activities. These activi- 
ties could be more readily tempered, coordinated and integrated with 
our own similar efforts through a board of this sort than could be 
accomplished through the present somewhat uncoordinated and in- 
dividual programs. Establishment of such a board would not, mean- 
while, interfere in any way with our present avenues of intelligence 
both in China and in nearby areas. Membership on a board of this 
sort would include representatives from the United States and China 
and such others of the United Nations as might be desirable. The 
activities of a board of this sort would coordinate and possibly merge
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many of the activities of such organizations as BEW, OSS and 
OWI now being carried on in connection with the war against 

Japan. 
Among other organizations which suggest themselves there may 

be noted the following: 

(1) Combined Chiefs of Staff for the Pacific. Subject, of course, 
to final decision by the highest military authorities, there may well 
be established Combined Chiefs of Staff for military operations in 
the theaters of, first, China, Indochina and Thailand; second, India, 
Burma and Malaya; and possibly third, Australia, the Netherlands 
East Indies and the Philippines. At the present time Generalissimo 
Chiang Kai-shek is the United Nations’ Commander-in-Chief in the 
first theater, General Wavell is the United Nations’ Commander-in- 
Chief in the second theater, and General MacArthur is the United 
Nations’ Commander-in-Chief in the third theater. General Stilwell, 
who is Chief of Staff to the Generalissimo in the latter’s United Na- 
tions command, is also the Commanding General of all United States 

— forces in India, Burma and China and the Commanding General of 
all United States forces in the “Asiatic theater”. The creation of a 
Combined Chiefs of Staff for the Pacific would be designed to facili- 
tate full coordination of all efforts in three adjacent theaters of war, 
in all of which operations against Japan are being conducted. 

(2) United States-China Supply Council. There might be estab- 
lished an organization with representation from at least the United 
States and China similar in scope and furpose to the already estab- 
lished Allied Supply Council. The Allied Supply Council has United 
States and Australian membership and has the purpose “to coordinate 
plans and advise on supplies available from Australian sources”. A 
council of the sort envisaged might well contribute to the solution 
of the difficult problem of supplies within China necessary for mili- 
tary operations. For example, something might be worked out to 
our mutual advantage in regard to transportation facilities, petro- 
leum development, food stores, et cetera. At present these problems 
are dealt with separately by various Chinese organizations and by 
United States Army and other United States officials concerned. 

(3) Combined Production and Resources Board. While at the 
moment the need for a board of this sort may not appear to be great, 
it is submitted that such an organization with possibly representatives 
from India sitting with United States and China representatives 
could go far to “complete the organizations needed for the most effec- 
tive use of the combined resources” available from the United States, 
India and China in the prosecution of the war. 

The creation of a board of this sort would have important psycho- 
logical advantages in that it would include membership of both In- 
dians and Chinese. 

Such a board might also make significant practical contribution. 
The press has recently attributed to Mr. Stettinius, Lend-Lease Ad- 
ministrator, the prediction that Lend-Lease assistance to India would 
be “much more extended” for the reason that United States experts 

7 Board of Economic Warfare, Office of Strategic Services, and Office of War 
Information, respectively.
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believe that India, if properly developed, could supply the entire 
Burma-—China—India front. In this connection, there was attributed 
to Dr. Henry F. Grady ?? the statement that if India had the tools 
and its labor were trained, India could supply Burma and China as 

| well as itself. India is now the second largest producer of iron ore 
in the British Empire. At the present time important numbers of 
military vehicles are being assembled in India, gliders are being manu- 
factured and military airplanes are being repaired. Large-scale pro- 
duction of military uniforms will soon supply United States forces 
there and other production of important military supplies is being 
prepared. 

(4) Combined Raw Materials Board. At the present time the 
United Nations, especially the United States, are receiving limited 
amounts of important raw materials from China. Information with 
regard to the availability of such materials and ways and means for 
their procurement, shipment and utilization are at present handled 
by several organizations both in this country and in China. On the 
part of the United States there are (1) Metals Reserve Company, 
handling all metals, (2) Defense Supplies Corporation, handling 
bristles, silk, et cetera, and (8) BEW, which has sent “shipping 
expediters”, mining experts, et cetera, to China. In China there are 
(1) National Resources Commission, handling all minerals, (2) semi- 
official Foo Shing Company, handling bristles, silk, et cetera, and (38) 
the China National Tea Company. The foregoing is not exhaustive of 
the list of governmental agencies and organizations involved. It is 
believed that creation of a China—United States Board to handle these 
problems would have beneficial psychological effect and might con- 
tribute to increased effectiveness in operations. 

It has been suggested in various quarters that China be given a 
place on a supreme strategy board either to plot all United Nations 
strategy or at least that part of strategy determining operations 
against Japan. 

There are arguments pro: 

(1) Important political advantages might accrue from giving 
China such a position—the placing of China on such a board might 
go far to advance the United Nations’ cause in the eyes of all Oriental 
and colored peoples and might placate China’s feeling that she is 
being “left out of” decisions affecting prosecution of the war. 

(2) Partly as a result of the foregoing and partly as a result of 
closer liaison with China such a step might make possible more use 
of China’s experience and knowledge of Japan’s war machine. 

(3) The taking of this step might cause the Chinese more actively 
to engage the enemy in China and might assure the maximum use of 
China’s geographic position, manpower and total war potential. 

There are arguments contra: 

(1) China is not participating and cannot be expected to participate 
in the war against Germany. Even against Japan present operations 

Former Assistant Secretary of State; president of American President 
Lines Ltd.; head of American Technical Mission to India, March—-May 1942.
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oF the United Nations are for the most part in areas removed from 
ina. 
(2) The creation of such a board with Chinese participation unless 

followed by development of strategic plans and reasonably early 
operations of a nature favored by China might serve only to heighten 
Chinese bitterness and resentment. 

(3) Increasing the number of voices to be heard in plotting strategy 
for the war might result in delays, injudicious compromises and un- 
desirable division of responsibility as well as in injurious recrimina- 
tions. 

To evaluate the arguments both pro and contra it is probably nec- 
essary to know whether operations against Japan are to be accelerated 
and expanded on a considerable scale in the relatively near future. 
If United States forces, with such assistance as might be available 
from other United Nations, are to undertake soon extensive operations 
against Japan, it would seem that the arguments pro are stronger 
than the arguments contra. If on the other hand the time is not yet 
ripe for operations of this sort, the arguments contra would seem to 
be stronger than the arguments pro. In this latter event the Chinese 
are bound to be disappointed whether or not they have membership 
on a board plotting grand strategy. The question resolves itself, 
therefore, primarily into a psychological one: whether the degree of _ 

_ disappointment on the part of the Chinese will be greater if they are 
present and must be told that operations of the nature which they 
desire are not feasible or if they are not present and subsequently 
observe that operations which they desire are not carried out. It is 
to be pointed out at the same time that highest decisions of grand 
strategy are for the most part made at personal meetings between such 
high leaders as President Roosevelt and Mr. Churchill, President 

| Roosevelt and Mr. Molotov,?* Mr. Churchill and Mr. Stalin,”* and are 
not often made at meetings of persons of lesser rank. 

Quite apart from the question of a new strategy board, it is believed 
that the political desiderata involved—including (1) China’s present 
and post-war attitude, (2) the offsetting of racial animosities in the 
Far East and especially in India, and (8) the development of condi- 
tions conducive to stability and orderly evolution in the Pacific area— 
make it a matter of importance that steps be taken directed toward 
giving China a greater feeling of joint participation in the war against 
the Axis countries. 

| SUMMARY AND RECOMMENDATION 

If the foregoing suggestions meet with approval, it is suggested 
that Mr. Welles at one of his regular liaison meetings with General 

*.'V.M. Molotov, Soviet Commissar for Foreign Affairs. 
*Tosif Vissarionovich Stalin, Chairman of the Council of Commissars 

(Premier) of the Soviet Union.
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Marshall > and Admiral King” discuss with them the question of 
creating a Pacific Intelligence Board (see page 6 supra). Should 
General Marshall and Admiral King approve, this question might 
then be taken up with officials of BEW, OWI and OSS, and the 
project coordinated and put into shape for presentation to the Chinese 

Government. 
It is suggested that Mr. Welles might also discuss with General 

Marshall and Admiral King the question of the possible creation of 

a Combined Chiefs of Staff for the Pacific (see page 7 supra). | 
If Mr. Welles approves, it is suggested that he ask Mr. Acheson to 

discuss with officials of BEW, Metals Reserve Company, Defense 
Supplies Corporation, and other interested agencies of this Govern- 
ment the question of the establishment of a United States-China 
Supply Council, a Combined Production and Resources Board, and 
a Combined Raw Materials Board (see pages 7-8 supra). 
We believe that the steps which have been suggested would be help- 

ful in achieving the broad-gauge political objectives of associating 
China more closely with our own war and post-war efforts, of off- 
setting racial animosities in the Far East and especially in India, and 
of developing conditions conducive to stability and orderly evolution 
in the Pacific area. We believe also that such steps would contribute 
“measurably to the war effort. 

M[axweti] M. H[Aamirron] 

740.0011 Pacific War/8146 

The Acting Secretary of State to President Roosevelt 

WasHINGTON, March 6, 19438. 

My Drar Mr. Presipent: In April and May of last year the Chinese 
Embassy here discussed with us the question of the issuance by Gen- 
eralissimo Chiang Kai-shek of a statement in regard to Thailand. We 
made a few suggestions to the Embassy in regard to the proposed 
statement and also informed the Embassy that if General Chiang 
should issue the statement this Government would expect to take an 
informal occasion to make an appropriate supporting statement. 

On February 26 there was broadcast a message from the Gen- 
eralissimo to the “Soldiers and citizens of Thailand.” A copy of the 
text of the broadcast, as given in the February 27 issue of the 

Chinese News Service, is attached.” On March 8 the Chinese Em- 

* Gen. George C. Marshall, Chief of Staff, United States Army. 
** Adm. Ernest J. King, Chief of Naval Operations. 
* Not printed.
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bassy here informally called to our attention the fact that the Gen- 
eralissimo had made this statement. 

In the light of the whole situation, it is believed that it would be 
generally helpful and that the Chinese Government would appreciate 
it if you could make a supporting statement at an early press confer- 
ence. There is attached a draft statement * which you might care to 
use. It is suggested that your comment be in response to an inquiry 
from a correspondent as to whether you have any observations to offer 
on the statement made by Generalissimo Chiang Kai-shek to the Thai 
people. 

Faithfully yours, SUMNER WELLES 

740.0011 Pacific War/31544 

Memorandum by Mr. Max W. Bishop of the Division of Far Eastern 
Affairs 

| WasHineron,| March 8, 1943. 

It is believed that, toward bringing about closer cooperation in the — 
gathering, exchange, evaluation, and dissemination of intelligence 
data with respect to the Pacific area, and toward developing and 
putting into operation an adequately coordinated program of psy- 
chological warfare against Japan, and toward cultivation of mutual 
confidence among those of the Allied nations that have particular 
interest and concern in and regarding the Far East, substantial ad- 
vantage might be derived from the establishing of a board or com- 
mittee in the membership of which there would be included representa- 
tives as follows: United States, New Zealand, Australia, the 
Netherlands, China (and perhaps Great Britain, India, the Philip- 
pines, and France). 

Arguments might be advanced to the effect that an organization of 

this nature would be undesirable for the reasons that such a board 
might tend to color intelligence information because of the bias and 
special interests of the various groups involved, that efforts might be 
made by some of the representatives to press strongly for overemphasis 
on freedom and independence for non-self-governing peoples in the 
Pacific area, including areas under the sovereignty of one or more of 

*It read: “Proposed Statement—to be made orally and informally—not for 
quotation. The statement made by Generalissimo Chiang Kai-shek to the soldiers 
and citizens of Thailand is in accord with the principles of the Atlantic Charter of 
August 14, 1941, and of the Declaration by United Nations of J anuary 1, 1942—no 

- aggrandizement, territorial or otherwise. The Government of the United States 
believes that the people of Thailand are opposed to the Japanese occupation of 
their country. The Government of the United States continues to recognize the 
Minister of Thailand to the United States.” 

” Approved by the Chief of the Division (Hamilton).
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the United Nations, and that it would be most difficult, if not impos- 
sible, to harmonize all the views held by the various representatives as 
a result of their individual interests. It is submitted, nevertheless, 
that the establishment of an organization of this sort would have im- 
portant psychological advantages such as (1) abatement of the present 
feeling which many of these peoples hold strongly of being “left out 
of” the planning and execution of war activities; (2) stimulation of a 
sense of participation and responsibility on the part of the various 
peoples represented; (3) enhancement of the cause of the United Na- 
tions in the eyes of the peoples in the Pacific area. In addition, the 
establishment of such an organization might produce practical results 
of material benefit to the war effort. The various nations concerned 
will undoubtedly continue their present intelligence and psychological 
activities. These activities could, it is believed, be more readily tem- 
pered, coordinated and integrated, thus achieving maximum advan- 
tage, through a board of this sort than could be accomplished through 
the present somewhat uncoordinated and individual programs. 

The creation of a board of this sort might bring together and pos- 
sibly merge many of the activities of the various organizations now 
functioning under each of the governments involved in connection 
with the war against Japan. 
We believe that the establishment of such a board would be helpful 

toward achieving broad-gauge political objectives of associating the 
countries primarily interested in the Pacific more closely in the com- 
mon war effort, of off-setting racial animosities in the Pacific, and of 

_ developing conditions conducive to long-term stability and orderly 
evolution in the Pacific area. We believe also that a step of this na- 
ture would contribute measurably to the war effort. 

893.20/781 

Memorandum by the Second Secretary of Embassy in China (Davies) 
to the Ambassador in China (Gauss) *° 

| [Cuunexrne,] March 9, 1943. 

Tre Stinwett Mission 

General Stilwell came to China in February 1942 with a directive 
from the President to keep China in the war and to do everything 
possible to increase China’s military contribution to the joint struggle 
against the Axis. 

A fundamental difficulty which faces General Stilwell is that China’s 
policy in the prosecution of this war is not always parallel to ours. 

*® Copy transmitted to the Department by the Chargé in China (Vincent) in 
his covering despatch No. 990, March 10; received April 16.
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All informed Chinese are keenly aware that of the four principal 
members of the United Nations, China has suffered the longest and 
the greatest in this conflict. Furthermore like the Russians and the 
British, the Chinese have a more highly developed political sense than 
we. Political considerations loom larger in their evaluation of situ- 
ations (including the military situation) than they do for even the 
Russians and the British. 

Acutely aware of their relative military exhaustion, of the fact 
that they can be no stronger politically than they are militarily, of 
the importance of appearing as powerful as possible at the peace 
table and of the likelihood of civil war with the Chinese communists 
after the peace, the Chinese Government is, not surprisingly, pur- 
suing a policy of conservation of military strength. The Japanese 
approach the truth when they accuse the Chinese of seeking to make 
the far (the United States) fight the near (Japan). 
We recognized before December 7, 1941 that China was endeavoring 

to get us to fight its battle against Japan. There has been no reason 
for a change in this Chinese attitude and there has in fact been no 
change, despite the disillusioning shock of Pearl Harbor which struck 
the Chinese with as great force as it did us. 

| China’s policy, now that we are fighting the Japanese, is to remain 
| technically in the war so as to be able to sit at the peace table as a 

“fighting” ally, to expend as little as possible of its strength and to 
rely upon the other members of the United Nations—primarily the 
United States—to defeat Japan. 
We have not bled enough for the liking of the Russians, the British 

or the Chinese. With political considerations looming so large in 
their calculations they are each fighting not only the common enemies 
but also, in a negative fashion, their allies. 

A second fundamental difficulty confronting General Stilwell is 
that, in addition to his professional military task, he is involved, 
whether he likes it or not, in Chinese domestic politics: He is a 

| major force in Chinese politics. - By instinct, temperament and con- 
victions, he seeks to avoid involvement in Chinese domestic politics. 
But the fact that he commands a military force in China, isempow- 
ered to issue orders in the Generalissimo’s name and has under his 
control lend-lease matériel for distribution to China makes him, 
despite all of his wishes to the contrary, a Chinese political factor. 
While he endeavors to avoid playing domestic politics, he cannot pre- 
vent politics from being played on him. - 

In his efforts to short-circuit domestic politics, General Stilwell has 
as much as possiblé dealt directly with the Generalissimo. But the 
Generalissimo maintains his paramount position as he attained it— 
through political manipulation. He is not a dictator. He has no
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absolute over-all command. He manipulates a delicate and shifting { 
balance of power. So there is no one with sure and final authority 
with whom General Stilwell can deal. 

General Stilwell has, of course, had long-standing contact with the 
Chinese Army. What he discovered upon his arrival at Chungking 
was therefore no surprise to him. The Chinese Army is not an army 
in the sense that we use the word army. Rather it is an agglomerate 
of feudalistic military forces held more or less together by personal 
loyalties, endowments, grants in aid, threats of superior weight and 
indifferent toleration. The Generalissimo’s relation to this armed 
mass is variable. A few divisions he can count upon to obey his orders 
fairly faithfully, within the limits of their ability. Others, no. He 

| wisely does not attempt to issue to some of the more independent com- 
manders orders which he has reason to believe they would not be will- 
ing to obey. Many orders are issued only after negotiation with the 
commander or his Chungking representative. 

The following comment by an exceptionally intelligent Chinese 
Army officer reveals a good deal with regard to the Chinese scale of 
military values. We were discussing possible candidates for the com- 
mand of the Chinese Army at Ramgarh. I mentioned General Sun, 

Commander of the 88th Division, an unusually capable officer (I knew 
he would not be acceptable, but was interested in what reply would 
be given). It was this—“General Sun is too young, he belongs to no 
strong faction and has no political history.” 

The Chinese Army is not only badly organized and, as everyone 
knows, poorly equipped but is also meagrely trained. This has 
shown up glaringly at Ramgarh. From privates on up, with excep- 
tions like General Sun. | 

Excepting for the Communist divisions and the small body of 
troops at Ramgarh, the morale of the Chinese Army is low. It is f 
characterized by (1) apathy and (2) venality. 

The Chinese Army Officers have no great interest in fighting the 
Japanese. Even at Ramgarh there is some evidence of this. A Chi- 
nese-speaking American officer there who has constant contact with 
Chinese officers expressed surprise that not one of his Chinese col- 
leagues (many of whom had homes occupied by the Japanese) had 
expressed a desire to get into the field and fight the Japanese. In 
China, the situation is worse. | 

Venality in the Chinese Army goes along naturally with the apathy. 
Chinese troops have traditionally had to shift for themselves. Most 
units have lived off the localities in which they have been stationed. 

This situation has further deteriorated in most regions bordering Jap- 
anese-occupied territory. Chinese commanders in these areas have 
settled down with their wives and families and gone into trade. They 

332545—57——3
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control and profit enormously from the contraband traffic across the 
“fiohting” lines. 

For example, a British sabotage unit in Hunan sought to destroy 
a bridge between the lines and over which the Chinese and Japanese 
were trading. When the Chinese commander heard of the project, he 
ordered the British out, suggesting that they go and fight their own 
war—everything was peaceful and harmonious there and the British _ 
wanted to start trouble. At Hokow on the Yunnan—Indochina border 
there is lively traffic between Chinese and Japanese-held territory, a 
certain number of ferries moving across the dividing river between 
certain hours. The Chinese garrisons draw their rice rations from 
Japanese territory. One morning late in January the rice ration 
failed to arrive during the scheduled trips. The Chinese commander 
became incensed and entered a strongly worded protest. ‘he Japan- 
ese, not wishing to disrupt relations, obligingly dispatched the rations 
by a special ferry after hours. 

These are samples chosen at random of the state of affairs at the 

front. The Japanese are as corrupt as the Chinese. The difference, — 

however, is that the Japanese can be depended upon to fight when the 

orders come from the top. Corruption has not yet enervated them. 

Summing up, in seeking tg carry out the directive given him, Gen- 

eral Stilwell is confronted with A a basic reluctance on the part of 

the Chinese Government to assume the offensive against Japan, (2) 

~~“ a Chinese inclination to rely upon the United States to defeat Japan, 

(3) a Chinese desire to conserve matériel rather than expend it, (4) 

attempts by Chinese political factions to use him, (5) the absence of 

central Chinese authority, whether individual or collective, with 

whom he can deal, (6) lack of organization, political factionalism, 

incompetence, apathy and corruption in the Chinese army. 

It would be naive in the extreme to suggest that all he has to do to 

make China an aggressive factor in the war against Japan is to place 

lend-lease arms in Chinese hands and in consultation with the Gen- 

eralissimo issue orders for the attack. 

All he can do, in fact, is argue, plead and bargain, with lend-lease 

matériel and the Ramgarh project as the inducements to follow his 

lead. The Chinese want the matériel, for that is the stuff of power. 

And the Chinese generals who have seen Ramgarh want the troops 

trained there for their personal armies. General Ho Ying-chin * 

who was initially chilly to the Ramgarh project has since his visit 

there displayed signs of covetousness. General Stilwell can and is 

using these ambitions to compel the Chinese to prepare to assume the 

offensive against the Japanese. 

*1 Chinese Minister of War and Chief of Staff.
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But the Chinese can be expected to take the offensive only when 
they are assured that such a venture will be profitable, that what they 
expend in the way of matériel will be replaced, and with interest. 
That is one of the costs of an ally. The arrangement 1s a bargain. 
And we must continue, through control of the flow of lend-lease 

- equipment, to be in a position to cut off the flow when the Chinese fall 
down on the fulfillment of their side of the bargain. 

It follows that the intemperate eulogies of the Chinese Army 
which appear in the American press and over the American air 
(largely inspired by the Chinese pressure groups in the United States 
and uninformed American sinophiles) only play into the hands of the 
Chinese factions wishing to obtain lend-lease equipment without 
restrictions as to its use (or non-use). It is scarcely necessary to 
note that any one whom the Chinese might suggest as a replacement 
of General Stilwell would be likely to be a man whom the group in 
power in Chungking believed they could use to their own advantage. 
In feeling this way the Chinese are neither contemptible nor vicilous— 

merely political. 
Chinese and Americans have criticized General Stilwell for getting 

on badly with the Chinese. General Stilwell is not a man who 
willingly compromises. He has not concealed from the Chinese what 
he thinks of their incompetence and corruption. Naturally many of 
them have thereby been offended. 
My reaction to this criticism is this. The Chinese Army and Gov- 

ernment is ridden by politics and abuses. Any American military 
man who attempted to compromise and play Chinese politics would 
promptly find himself enmeshed and rendered useless for the pur- 
‘pose he was sent out. General Stilwell once said to me that “My 
safest course is straight down the road”. Iam inclined toagree. The 
Chinese Army is not going to be made to fight the Japanese by whee- 
dling and open-handed grants of matériel. 

China is badly in need of the Puritan spirit. The Chinese have not 
produced it themselves excepting, in a modified form, in the General- 
issimo. If the Chinese Army is to be regenerated, it must be through 
General Stilwell. What he says sometimes stings the Chinese. But 
it has not gone wholly unappreciated. More than a score of high- 
ranking Chinese officers have come to him privately telling him that 
he was doing China a great service by his forthrightedness, that he is 
needed, and to keep on going straight down the road. And as has 
been said, even his political enemies have been impressed by what 
he has in six months produced at Ramgarh. He may yet perform 
what has seemed impossible—cause the launching of a Chinese of- 
fensive against the Japanese. If it happens it will have been a one- 
man achievement. | 

a | Joun Davies, Jr.
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740.0011 Pacific War/31543 

Memorandum by the Adviser on Political Relations (Hornbeck) to 
the Assistant Secretary of State (Berle) 

[WasHincton,| March 10, 1943. 

Mr. Berrie: The memorandum here attached,” by FE, is essentially 
self-explanatory. FE proposes the creation of a board or committee 
the function of which shall be to handle intelligence data with regard 
to the Pacific area in a manner adequately attentive to the political 
aspects of the relationships which prevail among or which need to be 
cultivated among those of the Allied nations that are especially and 
directly concerned with developments in the Pacific and Far Eastern 
regions. 

The question of political relationships during war and looking 
toward the period that will follow war is a problem involving many 
angles and a multitude of facets. There is a tendency, in the midst 
of attention to the paramount problem of making and executing mili- 
tary plans and operations, to overlook or give scant consideration to 
not a few of these angles and facets—especially those that lie or appear 

to lie in the realm of the “imponderables” or “intangibles”. 
T am convinced, from observation, that there is much that is lacking 

in this Government’s handling of some of the problems wherein there 
are involved a combination of military, political, psychological and 
other factors. We are not, it seems to me, making the most of the 
potentialities of some of our allies, nor are we deriving the maximum 
of the advantages which are potential in the creation, cultivation and 

| exploitation of the United Nations concept. I believe that we could 
get a good deal more out of some of our allies by giving a good deal 
more to them: get more in connection with the war effort and get more 
in connection with the coming peace effort. Regardless of the cir- 
cumstances attending Mr. Willkie’s* utterances on the subject of 
“reservoirs of good will”, there was and is much to what that observer 
and critic said on that subject. We should cultivate, encourage, make 
use of and derive advantage from good will on the part of our allies— 
the little and the middle-sized ones as well as the big ones. 

The idea developed in FE’s memorandum under reference there- 
fore appeals to me and should, I think, be given careful consideration. 
From a practical point of view this idea ties in with and might 

readily be given consideration in connection with a question which had 
the attention of the J. I. C.* recently : the question of creating an office 
or at least appointing a qualified officer to perform the function of 
improving relations with the military representatives here of the 

Memorandum of March 8, p. 24. 
-—* Wendell Willkie, Republican nominee for President in 1940, who visited China 

and other countries in behalf of the war effort in 1942. 
* Joint Intelligence Committee.
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Netherlands and of China. I am of the opinion that the problem then 

considered might well be given further consideration, in broader terms 

than before, in the light of the suggestion offered in FE’s memoran- 

dum. | 
If these suggestions appeal to you, you might perhaps care to revive 

the question at a meeting in the near future of the J. I. C.® 

S[rantey] K. H[ornpecx ] 

711.98/528 

Memorandum of Conversation, by Mr. Edward E. Rice of the 

Division of Far Eastern Affairs * | 

[Wasuineton,] March 11, 1948. 

Participants: Dr. Shuhsi Hsii of the Chinese Ministry of Foreign 
Affairs | 

Paul Chu of China Defense Supplies and 
Mr. Edward E. Rice 

Mr. Rice was introduced to Dr. Hsii, by Mr. Chu, at a small social 
function during the course of which they had the conversation related 

below. | 
Dr. Hsii said that the most imminent and serious danger faced by 

China is financial and economic and that he fears inflation may soon 

reach a point where the currency system will break down and govern- 

mental functions, including national defense, become impossible of 

performance. He professed to fear that with China out of the war, 

defeat of Japan by the United States might become impossible. He 

stated that the defeat of Germany at least in North Africa and possibly 

in Europe may be necessary or desirable before our full weight is 

thrown against Japan, but that meanwhile more effective action must 

_ be taken on China’s behalf if that country is to be kept in the war. 

Mr. Rice asked Dr. Hsii how much longer he considers present in- 

flationary tendencies can continue before a collapse in the money 

economy occurs. He replied that he does not believe it possible to 

judge this mathematically, that Germany’s position after the first 

war, for instance, cannot be taken as a basis for judgment because of 

differences in the economies of the two countries, but that he did 

think the position might become untenable by the time of the next 
budget. He added that the Chinese financial economy can be saved 
only by giving China access to physical goods needed by that country, 

% Notation by Assistant Secretary Berle: “Noted. Some discussion in J. I. C. 
Not much.” | : 

* Tnitialed by the Chief of the Division (Hamilton). Copy forwarded to the 
Embassy in China in instruction No. 261, March 23, not printed.
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and that such goods could not enter China in adequate quantities 
without the recapture of Burma and the reopening of the Burma 
Road. 

Dr. Hsu expressed cynicism with regard to the possibility of 
Burma’s being reoccupied in time to save the situation. At this point 
Mr. Chu stated that the Chinese authorities hear much of General 
Stilwell’s plans, but that it seemed very doubtful that they would be 
implemented. Dr. Hsii held that the Indian situation would be at 
least materially eased if British troops now in India were to reoccupy 
Burma, for this would quiet those Indians who desire to be rid of 
rule by a power which appeared, in view of failure in nearby areas, 
unable to protect them and whose presence in India might serve to 
invite attack. 

At no time did Dr. Hsii indicate a belief that the Chinese Govern- 
ment would consider surrendering to Japan. China, he appears to 
believe, will fight to the so-called bitter end, but he considers that end 
much nearer than Americans realize and much more bitter than he 
himself dares contemplate. He added that he considered that the 
responsible Chinese have been too reticent and too afraid of hurting 
American sensibilities and that greater frankness in presenting the 
true Chinese situation was needed. Mr. Rice stated that possibly 
Chinese officials have been too reticent with respect to revelation of 
conditions prevailing within China, but had not been reticent with 
regard to desire for greater aid from the United States. As an 
instance, he pointed out that several Chinese officials are lending their 
names to the China Monthly, which prints articles demanding in- 
creased aid to China and severely criticizing both the Department of 
State and American foreign policy. Dr. Hsii said he was glad to hear 
this, which he considered an encouraging manifestation. 

Dr. Hsii said he considered the survival of China depends upon the 
infallibility of a few high American strategists. He criticized Presi- 
dent Roosevelt, in this connection, for devoting attention to domestic 
politics and for leaving questions of strategy to the military. Mr. 
Rice gave the opinion that the President has devoted much attention 
to strategical and other questions related to the war, that his deep 
knowledge of and close attention to naval affairs is well known, and 
that concern with domestic administration must remain essential to 
winning the war so long as the United States is an economic and 
industrial base producing the means of waging war for ourselves and 
other United Nations. 

In summary, it might be added that Dr. Hsii revealed an apparent 
depth of bitterness, with respect to presentday Sino-American rela- 
tions, which is rarely encountered.
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&93.20/773 : Telegram 

The Secretary of State to the Chargé in China (Vincent) 

Wasuineron, March 15, 1943—10 p. m. 

| 852. Reference Embassy’s 242, February 18, 1 p. m. concerning 
British Air Mission to China. Substance of reference telegram was 
brought to the attention of the War Department. War Department 
states that it has no record of the receipt of a request from the Chinese 
Government to make available air instructors; that General Stilwell 
endeavored, unsuccessfully, to persuade the Generalissimo, who re- 
quested the British in September, 1942 to furnish air instructors, to 
decline the British offer; that General Arnold’s* efforts at this end 
have elicited a reply from Sir John Dill ** to the effect that the British 

Chiefs of Staff feel unable to stop this Mission since such action would 
cause embarrassment at this stage. Sir John further informed Gen- 
eral Arnold that the Mission has no strategic or political significance ; 
that it should not run counter to or embarrass General Chennault’s *° 
operations; and that instructions have been issued to the Mission to 
collaborate fully with United States officers in China at all times. 

shear 

740.0011 Pacific War/3206 

Memorandum of Conversation, by the Second Secretary of Embassy 
in China (Davies) to General Stilwell ® 

[Cuunexine,] March 15, 1943. 
A Chinese friend arranged for me to call on General Feng Yu- | 

hsiang, the former war-lord and “Christian general”, now member of 
the Standing Committee of the National Military Council of which 
General Chiang Kai-shek is Chairman. My friend explained to me 
that Feng is the only prominent figure in the Government, with the 
possible exception of Sun Fo, who dares to be bluntly outspoken in 
his criticism of conditions in China when speaking to the Generalis- 
simo. Feng’s verbal attacks on corruption and incompetence, he said, 
have earned him the enmity of other officials, both military and civil. 

With the slight stoop and mental preoccupation of advancing age, 
Feng stalked into the room, a massive figure in his wadded jacket and 
trousers of blue cotton. He indulged in the old Chinese courtesies of 

ror Gen. Henry H. Arnold, Commanding General, United States Army Air 

* Head of British Joint Staff Mission in the United States. 
Chi Maj. Gen. Claire L. Chennault, Commanding General, U. S. 14th Air Force in 

“ Copy transmitted to the Department by the Chargé in China (Vincent) in his 
covering despatch No. 1018, March 23; received April 16.
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referring to himself as “younger brother” and the United States as 
“your honorable country”. Gradually we got to an exchange of views. 

He wants a supreme American-Chinese-Soviet command for the 
war against Japan. He reiterated this. His omission of Britain was 
pointed; his inclusion of the Soviet Union despite Russia’s neutrality 
gave him no pause. He demanded a supreme command for the war 
against the Japanese because, he said, the Burma experience taught us 
that we need one. The British doling out rice day by day as negoti- 
ated for, the haggling over who was in command—the Chinese, the 
Americans and the British each with his bids—was a disgraceful spec- 
tacle of buying and selling (tso mai mai). This type of bargaining 
must be replaced by a strong central command. Whether it be Amer- 
ican, British or Chinese doesn’t matter, he roared, unity of direction 
is the important thing. 

Feeling that we were getting slightly beyond my depth, I ventured 
a question about the post-war world. That elicited another blast. He 
was a simple soldier. His only interest was driving the Japanese 
devils from China back to the islands. He was not speculating on 
what should happen after that. We had to defeat the enemy first. 

After this storm had subsided, we talked about American aid to 
China. He said that he realized that we were doing everything possi- 
ble under the circumstances. He quoted by way of illustrating Chi- 
nese-American relations at this time a Chinese proverb to the effect 
that a man whose hand is caught between the upper and nether mill- 
stones is unreasonably impatient toward the man coming to his aid as 
fast as is humanly possible. 

Feng questioned the necessity of our sending arms to China when, as 
he explained, China was producing more iron and steel than its arse- 
nals and factories could use. It was his belief that we should send 
over several plane loads of engineers to assist the Chinese in turning 
the surplus iron and steel into matériel. He was particularly enthu- 
siastic over the possibility of making large mortars which he said 
had been used by the Russians with great effect. This predilection 
for mortars may have its base in the demonstration you put on for 
him some years ago when you (General Stilwell)—according to the 
legend—constructed a formidable Stokes mortar for him from a piece 
of iron pipe. 

Corruption in the Chinese Army was a topic which the General next 
introduced. He said that due to inflation and the custom of Army 
and divisional commanders taking a cut on pay allotted to their troops, 
Chinese divisions are now each one regiment below strength. They 
still draw pay for full divisions but pocket the allotment for the non- 
existent regiments. The Government, he declared, has taken some 
action with regard to this abuse. The Commanding General of the 
Third Group Army apparently indulged in this practice to excess,
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for he was recently brought to Chungking, according to Feng, for 
questioning. Feng described this situation with manifest disgust, 
exclaiming, “That’s one of your allies!” 

“We are allies”, Feng went on to say, “and we must be frank with 
one another. You must tell us our faults and recognize our good 
points.” He continued, “Now is no time to engage in exchange of - 
polite phrases of false mutual esteem. We owe it to one another to 
be straightforward.” I observed that you had, as far as my informa- 
tion went, been frank with the Generalissimo and other Chinese 
leaders. Of course, I added, some people had been a little disturbed 
by straightforward talk. It was a difficult and delicate matter. Feng 
brushed aside these comments, reemphasizing the necessity for com- 
plete frankness. 

Our mutual friend remarked that I had visited Ramgarh and 
added, “Mr. Davies says that the troops there have meat to eat every 
day!” I therefore described conditions at the Training Center, the 
teaching of practical exercises with live ammunition, the excellent 
equipment, the good clothing and the robust condition of the troops. 
Feng nodded approval and then rumbled, “Here, though, if you suggest 
that the troops should be properly fed and cared for when sick you 
are called a Communist.” 

The Japanese had embarked upon a program, Feng stated, for the 
impressment of 10,000,000 Chinese troops (one of those typically 
picturesque figures of speech statistics to which the Chinese are prone) 
to be used eventually in the Southwest Pacific and other areas where 
they will be up against American rather than other Chinese troops. 
He said that several boatloads have already been sent to Japan and 
that officers are being trained in Nanking. He said that the American 
military authorities should secretly confer with the Chinese military 
authorities to devise means for dealing with this development. 

The Central Government, our mutual friend declared, had lost con- 
tact with the Kiangsu Provincial Government. It was feared that 
the provincial leaders had gone over to the Japanese. This was being 
kept secret from us. It represented a serious set-back to Chungking. 
Other unfavorable developments were the defeat and surrender of 
the 128th Division (in the Fifth War Area?) and the decimation of 
Yu Hsueh-chung’s forces in Shantung. | 

Li Tsung-jen, Commander of the Fifth War Area, drew high praise 
from Feng. He described Li as the best Chinese general and an 
undoubted patriot. ‘There is not a person in China who does not 
regard Li with esteem”, Feng fervently declared. He was scarcely 
less complimentary about Pai Chung-hsi. | 

This was one of the most interesting conversations I have had in 
recent months. Feng is a most unusual character, as you well know,
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being a combination of shrewd peasant, high-handed warlord, 
Buddhist recluse, Methodist revivalist, communist internationalist and 
Chinese nationalist. His conversation was sometimes in the coarse, 
homely phraseology of the north China farmers, then it was in the 
form of precepts and moral homilies. At times he was detached, 
hardly seeming to be aware of my existence, again he was fervent and 
direct. He was alternately realistic and naive about international 
and military affairs. He was, however, like most Chinese, consistently 

anti-British. 
JoHN Davies 

893.248/275: Telegram | 

The Chargé in China (Vincent) to the Secretary of State 

CuuneKine, March 16, 1943—4 p. m. 
[Received March 17—5:17 p. m.] 

378. Last night at a dinner given by the Chinese Aeronautical Com- 
mission in honor of General Chennault, Dr. Kung *! referred to the 
creation of the Fourteenth Air Force with Chennault in command as 
result to [of] President Roosevelt’s recognition of the difficulties ex- 

perienced by General Chennault in trying to operate the China Air 

Task Force under the Tenth Air Force commanded by General Bissell 
at New Delhi. 

The addresses and general atmosphere prevailing at the dinner re- 

flected the extremely optimistic expectations which the Chinese have 

regarding future American aviation activities in the China theater. 
VINCENT 

740.0011 Pacific War/3132 : Telegram 

The Secretary of State to the Ambassador in China (Gauss) 

Wasuineton, March 17, 1943. 

362. Reference your telegram no. 293, February 27, summarizing 

a statement of Generalissimo Chiang Kai-shek to the “soldiers and 

citizens of Thailand”. 
At his press conference on March 12 the President made special ref- 

erence to the Generalissimo’s statement as a matter which he deemed 

of great value. Referring to the Generalissimo’s statements that 

China as well as her Allies had no territorial ambitions in Thailand 

“WW. H. Kung, Chinese Minister of Finance.
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and harbor no intentions of undermining her sovereignty and inde- 

pendence and that the Thais should recognize the fact that the terri- 

tory and freedom of Thailand can only be restored to her through the 

victory of China and her Allies, the President stated that they were 
a declaration of policy not only of China but of the policy of the 
United Nations as well. The President emphasized the relation of 
the Generalissimo’s statement to what he characterized as the general 
point of view of the United Nations in regard to territory grabbing. 

Hou 

740.0011 Pacific War/3155 : Telegram 

The Chargé in China (Vincent) to the Secretary of State 

CuuncEInG, March 18, 1948—noon. 
[Received March 18—10: 12 a. m.] 

891. In an informal discussion Chief of Department of Information, 
Foreign Office, gave me following interpretation of Tojo’s* recent 
visit to Shanghai and Nanking. 

Purpose was probably twofold. From military standpoint discus- 
sions so far have concerned increased use of Nanking puppet troops 
in order to relieve Japanese troops for transfer either to Manchuria 
or more likely the South Sea area. Part all-out offensive on China 
not contemplated, it would seem, but Japanese hope that Chinese pup- 
pet troops can be more effectively used against Chinese Government 
troops. Tojo conferred with Japanese commanders in Nanking and 
Shanghai. From the political standpoint, visit is interpreted as a 
matter of face for Wang Ching-wei “ and as a gesture to the peoples 
of Japanese-occupied areas (Burma, Thailand, Philippines, et cetera) 
indicating the Japanese Government’s friendly and high regard for 
other oriental governments as one of the tenets of its greater East 
Asia co-prosperity sphere program. | 

The brevity of Tojo’s visit would indicate that nothing of a concrete 
| and major character could have been discussed and decided upon ex- 

cept by prearrangement and the Embassy inclines to the belief that it 
was largely a face-making gesture, 

VINCENT 

“ Gen. Hideki Tojo, Japanese Prime Minister. | 
* Head of Japanese-sponsored regime at Nanking. |
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893.24/15538 : Telegram 

The Chargé in China (Vincent) to the Secretary of State 

Cuuncxinea, March 19, 1948—10 a. m.: 
[Received 1:08 p. m.] 

400. With reference to Embassy’s 394 of March 18, 3 p. m.,** Stewart 

to Office of War Information, I would comment that the reaction I have 

encountered among Chinese, mostly official, is one of pleasure over 

America’s reception of Madame Chiang, satisfaction with the conduct 

of her visit and confidence that, if it can be gotten, Madame Chiang 

can get it (this latter with regard to Lend-Lease and other forms of 

aid to China, to recognition of China’s “rightful position” among 

United Nations, and to Chinese immigration to the United States). 

Chinese expectations are high at the moment, as stated in my 378, 

March 16, 4 p. m., in regard to creation of Fourteenth Air Force under 

Chennault (incidentally there is a tendency to credit Madame Chiang 

with that development) and there is possibility of adverse reaction if 

expectations are not fulfilled. Chennault is somewhat perturbed in 

this respect. 
On the general subject of support for China, I believe that material 

aid given should be conditioned upon the theory that it is as much a 
good will as a military investment, perhaps more so. It should there- 

fore be given in a form most evident to the public. 

Widespread activity on the part of a strong Fourteenth Air Force 

under Chennault would fulfill this condition ideally and would be a 
good military investment as well. There may be additional means of 
serving the same purpose. Equipment and training of a limited num- 

ber of Chinese troops as in India and Yunnan may be one of them. 
But what the Chinese describe as all-out material aid to the Chinese 

Army to enable it to make an all-out offensive to drive the Japanese 
out of China would not, it seems most evident, be practical; and aid 
in a limited and dispersed manner would have no positive effect. 

The Chinese Army is due all credit for its steadfast resistance to 
Japan and will no doubt when the Japanese become hard pressed 

take advantage of the situation but we should not permit our apprecia- 
tion of those facts to lead us to think that material aid now to the 

Chinese Army would produce results commensurate with the effort 
with the cost of its diversion and diversion of the transport from 
other theaters of the war. | | 

Lastly, while it is good policy to encourage the Chinese in all prac- 
tical ways, we need not condition our approach to the problem on any 
fear that the Chinese might lose confidence in our victory and discon- 
tinue resistance. 

VINCENT 

“Not printed.
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740.0011 Pacific War/3160 ; Telegram 

The Chargé in China (Vincent) to the Secretary of State 

Cuunexine, March 20, 1943. 
- [Received March 20—10: 19 a. m.] 

409. Za Kung Pao editorially comments that Japanese rendition 

of concessions to Nanking puppet régime is smoke screen in war of 

thoughts against Chinese people in occupied areas; that Japan aims 

at false independence for puppets in order to bewilder Chinese people 

for further economic exploitation through puppet régime; that Japan 

no longer needs concessions since all occupied China is under her con- 

trol and that signing of agreement at Nanking by Tojo for return of 

concessions is but another expression of Japanese policy in China aim- 

ing at complete control of continent through puppets. 
VINCENT 

740.0011 Pacific War/3173 : Telegram 

The Chargé in China (Vincent) to the Secretary of State 

CHUNGKING, March 27, 1948—2 p. m. 
[Received March 27—11: 40 a. m.] 

461. Following is summary of Military Attaché’s “* review of mili- | 

tary situation during past week: 

The period has been relatively quiet and there are no apparent pros- 

pects of an early coordinated military action in the China theatre. 

Jap broadcast that operations commenced in mid-February in the 

Yangtze River areas north of Tungting Lake and in the Huai River 
valley in Northern Kiangsi have been concluded and are now in mop- 
ping up stage; reduced activity in those areas confirms broadcast. 
Chinese military continue to report operations in area of Hwajung, 
Kungan, and Kingman but they are on small scale. Chinese also re- 
port successes in minor engagements in Anhwei and Kwangtung Prov- 
inces. In Yunnan there was no significant activity. 

Chinese intelligence reports that puppet troops have taken over gar- 
rison duties at Paotou in Suiyuan Province, Kuwo in Shansi province, 

and Totseh and Kaocheng in Shantung. This will release regular 
Jap troops (number stated) for service elsewhere. Appointment of 
Takuro Matsui as chief of staff of Jap forces in China taken as fur- 
ther indication of Japan’s intention to consolidate position in occupied 
China and control area insofar as practical with puppet troops. (Km- 
bassy recalls that this Matsui is man who prior to 1937 was regarded 
favorably by Chinese officials at Nanking. He is not the Matsui re- 
sponsible for the Nanking outrage in 1937.) 

* Col. Morris B. DePass, Jr.
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Nanking régime and Japs have concluded agreement for return of 

Peiping Legation Quarter to the Chinese and for rendition of Jap 

concessions. This and other recent Jap actions indicate desire to 
strengthen Wang Ching-wei’s authority. Embassy interprets recent 

Jap civilian and military actions in China as implementation of plan 

of continuing and strengthening strategic defense position in China 

through more effective use of Chinese. 
VINCENT 

740.0011 Pacific War/31443 

Memorandum by the Assistant Secretary of State (Berle) to the Chief 
of the Division of Far Eastern Affairs (Hamilton) 

[WasutneTon,] March 380, 1943. 

Mr. Hamitron: The problem of Chinese representation in United 
Nations matters is extremely interesting ; and serious thought is called 
for. The blunt fact is that Chinese-British relations are deteriorating 
to a point where they are in conflict in a number of very important de- 
tails; and conflict is developing along certain very fundamental lines. 

Of the suggestions put forward,** the most promising at the mo- 
ment seems to me to be the possibility of a United States-China Supply 

Council. That is badly needed. 
I wonder if you could speak to me about this, at your convenience? 

A[pot¥F] A. B[erie], Jr. 

893.20/782 

| The Chargé in China (Vincent) to the Secretary of State 

No. 1086 Cuunexine, March 30, 1948. 
[Received April 21.] 

Sir: I have the honor to refer the Department to the Embassy’s 
telegram no. 242, February 18, 1 p. m. and to enclose a copy of 
despatch no, 32, March 22, 1943, from Mr. Drumright, Secretary of 
Embassy on detail at Chengtu, in regard to the British Air Mission 
at Chengtu. 

With reference to the statement in the Department’s telegram no. 
852, March 15, 10 p. m., to the effect that the War Department does 

not have any record of receipt of a request from the Chinese Govern- 
ment to make available air instructors, our Military Attaché, who was 
the source of the statement in the Embassy’s reference telegram re- 

* See memorandum of March 5 by the Chief of the Division of Far Eastern 
Affairs, p. 17. 

“Latter not printed.
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garding American instructors for the Chinese air force, has told me, 
for the information of the Department only, that he was advised of 
the matter by Major General Chennault and that it is probable 
Chennault referred the matter to the War Department through per- 
sonal rather than official channels. 

Respectfully yours, JOHN CarTER VINCENT 

893.796/318 

Memorandum by the Ambassador in China (Gauss), Temporarily 
in the United States, to the Adviser on Political Relations (Hornbeck) 

Wasuineron, March 31, 1948. 

I have carefully refrained in China from mixing into our military 
affairs; they are the duty and responsibility of General Stilwell; but, 
returning home on leave, I feel that I should mention a matter which 

has both military and political aspects of some importance—the use 
of the Chinese air corps pilots trained in the United States. 
We are bringing several hundred Chinese air corps cadets to the 

United States annually for advanced training after which they are 
returned to China and, apparently, have been lost to the war effort. 
They go into the Chinese air corps under commanders who have not 
had American training and become more or less inactive. They do 
not go on from their advanced American training to actual battle 
experience which they could get in China alongside our own air force; 
battle experience which would develop them into squadron leaders 
and assist in building up an efficient Chinese air arm which would be 
of use to China and of benefit to the United States during the war. 

| I spoke briefly to General Arnold on this subject when he was in 
Chungking, and I had the impression that the matter was in his opinion 
worthy of consideration. It was my thought that these pilots after 
return to China should be brigaded with or alongside our own air 
force under General Chennault, receive battle experience with them, 
develop their own squadron leaders, and contribute something to the 
war effort. 

I have also talked with Dr. T. V. Soong on the subject, both in 

Chungking and here, and I am told that China would welcome our 
interest in developing these pilots and in reorganizing the Chinese 
air force; and I gain the impression that it would be agreeable to 
the Chinese if these pilots were brigaded with our air force along 
some such lines as I have suggested above. 

When I passed through Kunming on my way home I saw General 
Chennault and asked him what had been done in the matter. He told 
me frankly that he had been told by his superior officer (General
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Stilwell) not to concern himself in it. Chennault told me that he 
would like to see these Chinese pilots brigaded alongside his own 
force, perhaps with American squadron leaders as I have suggested 
until the Chinese develop their own squadron leaders out of their own 
contingents, or, he said, his own fliers would gladly agree to the 
Chinese pilots being mixed into their squadrons. 
How efficiently and successfully this could be done I do not know, 

but it seems to me that if any benefit is to come, to us and to China, 
out of our air corps training program for China something should be 
done—soon—to make proper use of these American trained Chinese 
pilots; and the best man to make use of them is Chennault. 

I have no comment to make on the friction which apparently exists 
between Chennault and some of his higher military colleagues. I 
can only say this: Chennault has the complete confidence of the 
Chinese Government and leaders; he has accomplished wonders with 
only a handful of planes and pilots; he has produced results in the 
face of charges that his tactics are unorthodox, etc., etc.; and it would 
seem to me that having in mind our one objective—winning the 
war—it would be wise to make all possible use of Chennault in this 
matter of the Chinese pilots (and indeed, other matters affecting re- 
lations between the Chinese and the American forces) if we want 
results. 

Confidentially, my conclusion is that the Chinese air corps training 
program is a failure unless we take these Chinese pilots after their 
training in the United States, give them battle experience alongside 
our own air corps, develop Chinese squadron leaders (in short, build 
up a new Chinese air corps), and get some benefit—for China and for 
ourselves—out of the program. If we can develop these Chinese 
pilots in Chennault tactics and make them an effective force we need 
send less of our own American pilots to China. 

C. E. Gauss 

793.94/17107a : Telegram 

The Secretary of State to the Chargé in China (Vincent) 

Wasuineton, April 1, 1943—6 p. m. | 

498. According to Japanese radio broadcasts Premier Tojo in 
addressing the Diet on March 25 stated inter alia that “Chungking is 
feeling a great shock under the recent clear cut measures taken by 
Japan on the basis of Japan’s new China policy, that there is ever 
growing in the Chungking camp sentiments for peace among the 
front line commanders and that compared to previous times there now 
is a great increase in the number of those surrendering and returning 
to the Nanking camp.” In connection with Japanese reports of
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alleged defections to the Nanking regime the Chief of the Japanese 

Army Information Bureau stated in a broadcast on March 2 that 

W. W. Yen, Eugene Chen® and Chou Tso-min (Managing Director 
of the Kincheng Banking Corporation) are now supporting the 

Nanking regime. | | 
The Department would be glad to receive Embassy’s comments 

regarding Japanese reports of defections to the Nanking regime and 

also the Embassy’s estimate of the present political and economic 
strength of that regime in the light of recent Japanese broadcasts 

alleging that measures have been taken to give more political and 
economic authority to Nanking in pursuance of Japan’s “New China 
Policy.” | | 

740.0011 Pacific War/3198 , 

Memorandum by the Adviser on Political Relations (Hornbeck) 

| [Wasuineton,] April 3, 1943. 

There has been growing in my mind for several weeks past a sense 
of a possibility that long before the time at which, proceeding accord- 
ing to the strategy which has been adopted of defeating Germany first 
and then dealing with the Japanese, the time will have arrived for the 
United Nations to attack Japan from points in China, we will find 
that, in regard to our expectation of using air fields in China, espe- 
cially fields near the coast, for that attack, we have “missed the boat.” 
I am not sure that such a situation has not already developed... ~~ 

There come to our attention increasing indications that the Chinese 
have lost or are losing interest in the idea of further sacrificing on 
their part toward effecting defeat of Japan. The process of “concili- 
ation” and “pacification” in the occupied areas is proceeding steadily. 
Trade, directly or indirectly encouraged by the Japanese, between the 
occupied and the unoccupied areas is increasing. Japanese pressure 
upon officialdom at Chungking through pressure upon Chinese in 
Japanese hands seems to be having an effect. Nationalist sentiment, 
various prejudices, some real and some fancied grievances, some sus- 
picions and some apprehensions—toward and in regard to some of 
China’s allies in the United Nations group tend to create an apathy 
among officials at Chungking in regard to the subject of offensive 
military operations against Japan, in view, first, of the fact that the 
Japanese are no longer pressing them and are given to striking only 
when struck, and, second, that the United States and Great Britain 

“A former Chinese Prime Minister, Minister for Foreign Affairs, and 
Ambassador. | 

* A former Chinese Minister for Foreign Affairs. 

332545—57——-4
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have declared that they intend to consummate an utter defeat of 
Japan. 

Under these circumstances, it is by no means certain that at a time 
when, say, nine months or twelve months or eighteen months from 
now, we might wish to use Chinese air fields for direct offensives 
against Japan we will find those air fields available. 

There is only one way in which we can effectively oppose, offset and 

counter the policy which Japan is now following in China and the 
present trend of Chinese thought with regard to the war: the one and 
only potentially effective measure that we (and the British) have 
available to us for that purpose lies in the realm of increasing the 
delivery of materials of war—specifically, planes, guns, trucks, mis- 
cellaneous munitions, medicines—and, along with these, personnel, 
for current and future reinforcing of the Chinese military machine 
and our own military forces in China. The Chinese are thinking 
with their eyes, their hands, their feet, their tired bodies and their 
empty pocket books, rather than with their ears. What is needed in 
China for the purposes of the United Nations today is visible and 
tangible evidence of intention and capacity on the part of the United 
States and Great Britain to make use of China’s potentialities in and 
as a part of the United Nations war effort. It could be done. 
C. N. A. C.” and the Army have demonstrated that. 

S[vTantey] K. H[orneeck ] 

896.796 /318 

The Adviser on Political Relations (Hornbeck) to the Commanding 
General, Army Air Forces (Arnold) 

[Wasuineton,] April 3, 1943. 

Dear Generat Arnoxtp: I send you here attached memoranda ™ 
which are self-explanatory. In the course of brief conversations 
which I had with Ambassador Gauss during his recent brief visit 
here, Mr. Gauss indicated that the subject of the Chinese Air Corps 
pilots was very much in his thought. He said that he had had oppor- 
tunity to talk with you only very briefly in Chungking and would not 
be able to talk with you during the short period of his visit here. He 
gave me, however, a memorandum, as indicated, under date March 31. 
The best use which I can make of that memorandum is, it seems to 
me, to send it on to you. Hence this communication. 

I may say that, with full consciousness on our part that we lack 
knowledge of many of the fine points, especially technical points, 

° China National Aviation Corporation. 
‘* Ambassador Gauss’ memorandum of March 31, p. 41, and a memorandum 

dated April 2, not printed.
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that bear on the question to which Mr. Gauss’ memorandum relates, 

several of us in the Department who necessarily study the political 

angles of this and related questions, feel that the use made or not 

made, in China, of Chinese personnel trained in the United States— 
in no matter what field of training—has always been and will continue 

to be a matter of importance in connection with the general problem 

of relations between the United States and China. 
Yours sincerely, STaNLeY K. Hornbeck 

893.00 P. R. Yunnan/166 

Memorandum by the Assistant Chief of the Dwision of Far Eastern 
Affairs (Atcheson)® 

[Wasnineron,] April 7, 1943. 

Recent reports from the Department’s officers in free China indicate 

that trade between free China and Japanese-occupied China has 
reached sizable proportions and is on the increase. For example, one 
transaction across the Sino-Japanese front lines in southwest China 

involved 1,000 horse loads of goods; in Central China some 1,200 tons 
of goods a month move each way along the Yangtze River and across 
the lines; and in North China a large traffic also moves across the 
opposing lines. It is reported that at Sian, in free China, where the 
payments for this traffic in North China are largely settled, the banks 
of that city now handle remittances to Shanghai and Tientsin in 
occupied China. The goods passing from free into Japanese-occupied 
China consist chiefly of raw materials, including such essential war 
materials as tungsten, and the goods proceeding in the opposite direc- 
tion chiefly of finished consumer goods. The Chinese authorities are 
encouraging the importation from occupied areas of the latter type 
of goods by waiving import duty in the case of certain categories of 
such goods and by facilitating payment of excise taxes in the case of 
other categories. The Japanese are reportedly interested, not in 
stopping this traflic, but in controlling it so that the goods passing 
into free China may be restricted to luxuries and daily necessities and 
that the goods coming from free China may be confined to materials 
needed for Japan’s wartime economy. 

Continuation and growth of this traffic constitute a serious danger 
to the war effort of the United Nations. Chinese commanders in the 
field are constantly exposed to the temptation of utilizing their con- 
trolling position to profit personally by the traffic, thus developing a 
vested interest in an undisturbed front which cannot but harmfully 

* Addressed to the Secretary of State and the Under Secretary of State 
(Welles).
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affect their offensive spirit. According to a reliable report, for 
example, one Chinese commander interfered with a sabotage project 
of a British unit because it would have interfered with the peaceful 
commercial intercourse which had been established between his area 
and the area beyond the Japanese line facing him. 

The Chinese Foreign Minister * on March 31 after attending the 
Pacific War Council in Washington told reporters that the Japanese 
were using “softer” tactics with the Chinese. The “softer” tactics 
mentioned by Dr. Soong referred primarily to Japanese measures 
intended to persuade Chinese puppets to collaborate with the Japanese 
in fact as well as in name. We feel that Japanese encouragement 
of trade across the lines represents “softer” tactics of a much more 
significant and sinister nature from our point of view, as it suggests 
the adoption by the Japanese of a policy calculated to promote peace- 
ful intercourse between occupied and unoccupied areas and to lull 
the Chinese forces into military inactivity. In view of the war-weari- 
ness of the Chinese forces, their appallingly poor physical condition 
in many instances, their inadequate equipment, and their ebbing 
morale—ebbing from a variety of causes, economic, financial, political, 
administrative and psychological—this policy may well be recipro- 
cated and may lead to at least a tacit or de facto truce between the 

Chinese and Japanese armies. 
The foregoing developments emphasize, in our opinion, the urgent 

need of consideration by our military as well as other concerned 
authorities of immediate concrete measures looking to a rectification 
of the situation. The famine in essential consumer goods in free 
China can be relieved only by delivery into China of such goods— 
and this can be accomplished only by a comparatively large increase 
in the number of transport planes flying between India and China 
and the allocation of the additional planes for this particular pur- 
pose. Practical measures to activate the moribund front in China 
would include, as Mr. Hornbeck pointed out in his memorandum of 
April 3,* more visible and tangible evidences in China, in planes, guns, 

trucks, miscellaneous munitions, medicines, and military personnel, 
of our intention to attack the Japanese in and from China, and to 
help the Chinese fight the Japanese. Those measures would also 
include some concrete cooperative tactical plan between the American 
and Chinese military authorities whereby the Chinese forces, which 
are deteriorating in part because of their comparative inactivity, 
would undertake offensive actions against Japanese-held positions 
with the support of our air force. 

G[zorce] A[rcHEson, JR.] 

S81. V. Soong. 
* Copy attached. [Footnote in the original; memorandum printed on p. 43.]
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740.0011 Pacific War/3231 = 

| The Chargé in China (Vincent) to the Secretary of State 

No. 1065 CuuncKine, April 8, 1943. 

co [Received May 6.] 

Sir: I have the honor to refer to the Embassy’s telegrams no. 451, 

March 26, 2 p. m. and no. 459, March 27, concerning Chinese press 

reaction at Chungking to the recent broadcast speech of Prime Min- 

ister Churchill © and to enclose for the Department’s information a 

copy of a despatch concerning the reaction at Chengtu to that 

speech submitted by Mr. Drumright, Secretary of Embassy on detail 

at Chengtu. | 7 

Mr. Drumright reports that he has detected among Chinese officials, 

educators and others with whom he has discussed Mr. Churchill’s 

speech an ill-concealed feeling of disappointment, frustration and 

even anger. The Chinese people appear to have been led to think 

in recent months that Germany’s collapse would be a matter of a 

short time and that pressure against Japan would not be relaxed. 

They are consequently dismayed at the prospect of a further delay in 

the attempts of their allies to turn their strength against Japan. Mr. 

Drumright states that the Chinese people appear to be becoming 

tired of a seemingly endless conflict and that they feel that China is 

being ignored with respect to assistance which is her due. Mr. 

Churchill’s speech increased that feeling of discontent and disillu- 

sionment. The omission of China in the portions of the speech having 

to do with post-war conferences was also a cause of deep resentment, 

for the Chinese regard themselves as one of the four major powers 

and thus entitled to a suitable place in the discussion of world prob- 

lems. Mr. Drumright concludes that this speech may have destroyed 

whatever goodwill that may have been built up in China by British 

propaganda efforts during the past year. 

In this connection, the Embassy has noted that the Chinese seem 

to have been mollified somewhat by the speech given by Mr. Anthony 

Eden at Annapolis on March 26.5% The Za Kung Pao welcomes his 

speech, terming it “to the point, clear and satisfactory”. Mr. Eden’s 

proposals for a new and more efficient international organization to 

be supported with force and to be an organ for the enforcement of 

the Atlantic Charter received the warm approval of the Chinese press, 

which generally was effusive in its praise of Mr. Eden with references 

% Neither printed. | | . 

March 21; for full text, see Onwards to Victory: War Speeches by the Right 

Hon. Winston 8S. Churchill (Cassell and Company, Ltd., London, Toronto, Mel- 

bourne and Sydney, 1944), p. 33. | 

% Not printed. : _ 

% Before the Maryland General Assembly ; see Congressional Record, vol. 89, 
pt. 2, p. 2737. |
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to his advocacy of economic sanctions against Italy and his well-known 
support of the League of Nations. 

The Chinese people tend to associate Mr. Churchill with British 
Imperialism, suspicion of which no amount of British propaganda 
effort is likely to erase from their minds and distrust of which has 
been increased by the British handling of the Indian problem. The 
Chinese press is held in strict control in its comment on the Indian 
situation, but even in the absence of any editorial comment critical 
of the British it conveys a veiled hostility in its treatment of news 
despatches. A British Secretary to the Indian-General Agent to 
China has commented to the Embassy on the tone of the Chinese press 
in dealing with news from India and has said that at the time of 
Gandhi’s fast he pointed out to the Chinese Acting Minister for 
Foreign Affairs the attitude of the Government of India toward 
Chinese press comment on Indian questions simply in order to fore- 
stall Chinese press criticism on the subject. 

Respectfully yours, JOHN CARTER VINCENT 

%793.94/17108 : Telegram 

The Chargé in China (Vincent) to the Secretary of State 

Cuunexina, April 9, 1943—9 a. m. 
[Received 12:15 p. m.] 

515. I have had a discussion with Acting Foreign Minister * in 
regard to the subject of Department’s 428, April 1,6 p.m. He states 

| that Chinese Government is not now concerned regarding Japan’s 
“new China policy” in occupied China and I find other Chinese officials 
of like mind. He described Japan’s “new China policy” as one of ap- 
peasement. He cites as significant Tojo’s recent address [to] Jap resi- 
dents in Shanghai, when he instructed them to treat Chinese as equals 
and as brothers other than as conquered people, and the action, pre- 
sumably taken on Tojo’s instructions, in changing Jap special service 
officers in China into liaison officers for maintenance of relations with 
Chinese officials. The appeasement policy, he states, is not now a 
matter for concern but if the war in the Far East is prolonged and 
if as a result Chinese in occupied areas become disheartened this policy 
might prove effective. He states that Japan, with the large resources 
now at its command, is growing stronger and that there is a very real 
danger that Chinese in occupied China may become impressed with 
this fact and be influenced by the appeasement policy to the point that 
they may cooperate with the Japs. With regard to increased use of 
puppet troops by Japan, he states that situation is not perturbing, 

** K. C. Wu, Chinese Political Vice Minister for Foreign Affairs. |
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that Japs must still maintain close surveillance of puppet troops but | 
that those troops may be influenced in their attitude by the circum- 
stances outlined above. 

I incline to the belief that Dr. Wu’s views are a reflection in some 
measure of recent discussions in Executive Yuan Cabinet meetings 
and possibly in the Supreme National Defense Council. The connec- 
tion made between possible effectiveness of Jap appeasement in occu- 
pied China and the feeling that the war is being unnecessarily pro- 
longed because of Allied concentration on the European rather than 
the Pacific theatre of the war is obviously another attempt to put 
forward Chinese claim for active operations in the Pacific theatre. 
However, I feel that, rightly or wrongly, there is a degree of sincerity 
behind the views expressed. 

The Chief of military intelligence, expressing his views without 
knowledge of the views outlined above by Acting Foreign Minister 
told me that the Jap appeasement policy had come too late to be 
effective among the civilian population in occupied China and that 
there was little to be feared from increase in puppet troops. He said 
that there had been no defections of military or such officials from 
here to the Nanking régime but admitted that some Chinese officials 
in minor positions and businessmen had, for family reasons, recently 
found their way back to Shanghai and that some Chinese of promi- 
nence in occupied areas had been forced to appear to join the Nanking 
régime. He said that Chinese here were not impressed with Tojo’s 
recent attempts to give face to Wang Ching-wei. 

While recognizing that the development of Jap policy in occupied 
China cannot be lightly dismissed as insignificant, I do not feel that 
it is cause for serious concern. 

VINCENT 

893.796/320 

The Commanding General, Army Air Forees (Arnold), to the Adviser 
on Political Relations (Hornbeck) 

Wasuineton, April 10, 1943. 
Dear Mr. Hornzecx: In reply to your letter of April 3, copy at- 

tached,*®* regarding the employment of American trained Chinese Air 
Corps pilots, definite plans have been made in this connection. 

The formation of one Chinese Group, each, of fighters and dive 
bombers will be completed this year. These units will be trained and 
employed under General Chennault’s direction. The expansion of 
these units will be governed by combat operations and the flow of 
supplies into China. 

38 Ante, p. 44.
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Eighty Chinese pilots have been graduated from our Flying Train- 
ing Command schools under the present program, and this group of 
pilots should constitute a good nucleus for the activation of the initial 
units. Sound brigading of these units with units of our own Air 

Force should produce favorable results. 
Sincerely, H. H. Arnoup 

| General, U. S. Army 

740.0011 Pacific War/3219 : Telegram 

The Chargé in China (Vincent) to the Secretary of State 

Cuunexine, April 24, 19483—6 p. m. 
- Ce [Received April 25—11:25 a. m.] 

596. Following paragraph is summary of Military Attaché’s weekly 

review of military situation: 

~ Chinese communiqués have carried numerous accounts of renewed 
fighting but it is believed that successes claimed represent simply re- 
occupation of area vacated by Japanese. There was no evidence of 
coordinated Jap offensive in this theatre. Isolated and small scale 
engagements took place in Shantung, Honan, Kiangsi, Hupeh, Hunan, 
and Kwangtung provinces. In western Yunnan drive undertaken by 
several thousand Jap soldiers moving from Mangshih, southwest of 
Lungling, was reported checked by Chinese. General Hata, com- 
mander of Jap forces in China, returned to Nanking from inspection 
trip in North China. | 

‘My interpretation of recent military encounters in China which 
Chinese report in large number is that they are continuation of type 
of warfare that has prevailed in China for past several years. ‘The 
Chinese giving away before superior force are always ready to re- 

occupy points evacuated by Japs or to drive Japs from places when 

garrisons are weakened by withdrawals and to engage Jap foraging 

units. These harassing tactics have no major importance but they 

do in a measure prevent Japs from complacent consolidation of posi- 
tions and from making much profit from various minor positions. 

- There are widely divergent interpretations of Jap Cabinet changes. 

Wang Peng-sheng, advisor to Generalissimo on Jap affairs, interprets 

them as final move prior to war against Russia and is of opinion that 
Japan will attack Russia before June with initial seizure of North of 
Sakhalin Island. Chief of Military Intelligence does not accept this 
prediction. He suspects an offer of peace negotiations presumably to 
China by Shigemitsu ® and the appointment of Ando © to Home Af- 
fairs and Tojo’s taking over Education Ministry as precaution against 

5° Mamoru Shigemitsu, Japanese Minister for Foreign Affairs. — 
“Lt. Gen. Kisaburo Ando.
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unrest in Japan. Others anticipate renewed efforts to reach amicable 
understanding with Russia and to persuade Russia to make peace with 
Germany. For further views see Embassy’s 585, April 23, and 587, 
April 24, 11 a. m.@ 

Japanese radio broadcasts have reported that on April 20 Wang 
Ching-wei addressed an appeal to Chiang Kai-shek to abandon re- 
sistance and join with Nanking régime in a “peace move to save the 
country.” It is probable that recent Japanese moves to gain confi- 
dence of Chinese in occupied areas may also be utilized in an attempt 
to weaken Chinese will to resistance through an appeal to Chinese 
unity and a show of friendship and non-aggressive intention toward 
China. A Catholic priest recently arrived from Peiping brings report 
that Japanese plan greatly to reduce their troops in North China, 
substituting therefor Chinese puppet troops and to have Wang Ching- 
wei remove his seat of Government to Peiping. Fact that North 
China has been returned to Chinese will then be widely advertised. 
I do not believe this campaign will have any appreciable effect on 
Chinese in control of Government here and little upon Chinese 
in general. JI do not believe however that primary significance 
Shigemitsu’s appointment as Foreign Minister is to be found in 
Japan’s plans for carrying out its “new China policy”—its “China 
appeasement policy” as the Chinese Foreign Office describes it. 

Japan may have decided to attack Russia but it 1s not believed that 
Cabinet changes can be interpreted as evidence of such decisions and 
positive indications of an intended attack are lacking here. The 
Chinese fluctuate between prediction of an imminent Russo-Japanese 
war and a Russo-Japanese entente. They seem intent on having one 
or the other. It will be recalled that at regular intervals since June 
1941, there have been predictions of war, including that of the Gen- 
eralissimo who told Ambassador on July 4, 1941 that Japan would 
attack Russia in 2 weeks. Recently Chinese have strongly suspected 
that Japan and Russia were about to make a deal. There has been no 
apparent factual basis for any of these predictions. 

VINCENT 

760C.61/1061 : Telegram 

The Chargé in China (Vincent) to the Secretary of State 

Cuuncxine, May 1, 1948—10 a. m. 
| [ Received 10: 37 a. m.] 

632. Reference my 616, April 29, noon [midnight]." General 
Wang Peng-sheng, close adviser to the Generalissimo on Japanese af- | 

“ Neither printed. 
Not printed.
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fairs, in recent conversation with a member of my staff, expressed the 
belief that America should move at once to ensure that British Gov- 
ernment takes a firm attitude toward the Sikorski * Government forc- 
ing it to forego further disruptive action and to placate the Russians 
as far as possible. He argued that unless the Soviet Union was sup- 
ported in this matter it would slacken the fight and turn its thoughts 
toward a separate peace. He maintained that the matter of which 
Polish Government rules Poland is one for decision after the war and 
that dissatisfaction and defection on the part of the Sikorski Govern- 
ment is unimportant compared to even a slight slackening of Russian 
participation in the United Nations effort. 
Wang’s emphasis upon the importance of placating Russia was 

somewhat explained when he went on to urge that Russia should be 
persuaded to open up a second front against Japan with full American 
and Chinese cooperation. He argued that Japan could now be 
crushed much more quickly than Germany but if it were allowed 
sufficient time to consolidate gains and coordinate its economic and 
political framework more completely it would before long become 
even harder to crush than Germany. 

VINCENT 

740.0011 Pacific War/8227 

The War Department to the Department of State 

SuMMaryY oF TELEGRAM No. 170 or May 5, 1943 Recrtvep By THE WAR 

DEPARTMENT From THE Mitirary ATTACHE AT CHUNGKING 

Following is submitted by Colonel DePass: A report from a ques- 
tionable source indicates that at recent conferences in Nanking be- 
tween Japanese, Puppets and Chinese communists the Japanese 
promised the conquest of China during 1943; to permit the incor- 
poration of Sinkiang, Shensi and Kansu communist area in to the 
U.S. S. R.; to support puppet control; and to begin in June all-out 
China operations with attacks on Kunming and Sian and thereafter 
to converge on Chungking (Note: The above report was rated by 
Colonel DePass as C-4 meaning a fairly reliable source and a doubt- 
fully true report). 

His comment is that certain conditions render credence to the report 
such as the Chinese admission of concern toward the attitude of the 
8th Route Army, a report from an observer in the northwest, Tokyo’s 
promise of an important victory, gradual reinforcements in Burma 
and the present fighting in Taihengshan. He believes that Japan 
has sufficient forces in China to complete her conquest, if undertaken, | 

® Gen. Wladyslaw Sikorski, Polish Premier and Commander in Chief with 
headquarters in London.
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in less than seven months but he interprets present indications as 
meaning that Japan will continue her strategic defense in the China 
Theater, increase her war production, consolidate present holdings, 
improve her economic conditions and develop all available resources. 

The Chinese Minister for Foreign Affairs (Soong) to Mr. Harry 
Hopkins, Special Assistant to President Roosevelt © 

[WasHineton,| May 18, 1943. 

Dear Harry: At the Casablanca conference when Far Eastern 
matters were discussed, China was not consulted as there were no 
representatives present. Only after decisions were made, were they 

communicated to the Chinese Government. 
At the present interallied conferences,®* when the war against Japan 

is discussed, I trust I may be called in to participate so that the Gen- 
eralissimo may be continuously consulted. I shall appreciate it if 
you could do anything to ensure it. 

Yours sincerely, Tse Vun Soona 

740.0011 Pacific War /3243 : Telegram 

The Chargé in China (Atcheson) to the Secretary of State 

Cuunexine, May 15, 1948—5 p. m. 
[Received May 15—2: 39 p. m.] 

717. During a call on the Generalissimo this afternoon, General 

Chiang stated to Vincent and me, with the Acting Foreign Minister 
interpreting, that if during the discussions in Washington between 
the President and Mr. Churchill there should arise any question in 
regard to China or to the Pacific area necessitating consultation with 
Chinese representatives, it was his desire that both Madame Chiang 
and Dr. T. V. Soong act as such representatives. General Chiang 
asked that this be considered an official request by the Chinese 
Government. 

ATCHESON 

“In his telegram No. 646, May 4, noon, the Chargé in China (Vincent) cabled: 
“T do not credit rumor reported in Military Attaché’s telegram number 170 of 
May 5 and I concur in general with his comment.” 

* Copy obtained from the Franklin D. Roosevelt Library, Hyde Park, N. Y. 
“ President Roosevelt and Prime Minister Churchill, with their advisers, were 

conferring in Washington May 12-25, 1943 (Third Washington Conference). Mr. 
T. V. Soong, Chinese Minister for Foreign Affairs, participated as the representa- 
tive of Generalissimo Chiang Kai-shek. The records of this conference are 
scheduled for publication in a subsequent volume of Foreign Relations.
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Intelligence Report by the Naval Attaché in China (Brown)* 

oe [Cuunexine, May 21, 1943. ] 

Comment: The following memorandum was prepared by a member 

of this office in close contact with certain responsible officials. 

To a considerable extent it confirms what the Naval Attaché has 

observed to be the opinion of a considerable cross-section of official- 

dom, although perhaps not as frankly expressed as set forth here. 

CHINESE OFFICIAL’s OPINION OF THE ADVANTAGES OF A 

-  Cutane—Roosrvett Mretine 

In conversation with one of the officials who is very close to General- 

issimo Chiang Kai-shek, he said he failed to understand the reason 

why no effort had been made to arrange a meeting between General- 

issimo Chiang and President Roosevelt. Much publicity and impor- 

tance had been given to the Churchill-Roosevelt parley. He frankly 

expressed his belief that it was the intention of the United Nations to 

crush Hitler in Europe before they come to China’s assistance and 

that it might be that the leaders of the United Nations regard the 

China front as unimportant and that the Chinese are capable of carry- 

ing on the war against the Japanese invaders indefinitely and that a 

little delay would not seriously jeopardize her position. He, in a way, 

admitted that this is probably the best plan and that the leaders of 

the United Nations are doing everything possible to help win the war. 

He even went so far as to express his opinion that failure of President 

Roosevelt to invite Chiang Kai-shek to a conference might be attrib- 

uted to the fact that the Allied Leaders regard China as an inferior 

power and that no possible advantage could be gained by such a 

meeting. 

When assured that that was not the case and that everything is be- 

ing worked out and will be carried out when the time is ripe and that 

all military strategy must be kept secret until the time [1s] ripe to exe- 

cute them, he acknowledged the soundness of the plan and he hinted 

that a Chiang—Roosevelt meeting would serve to bolster up the ebbing 
morale of the Chinese people. He stated that before the attack on 
Pearl Harbor, Chinese morale was at its lowest and on the outbreak of 
the Pacific War, the Chinese people looked forward to better days and 
that more help would be given China by the United States and other 
Allies. The loss of Burma and the closing of the Burma Road was a 

i serious blow to Chinese morale and with the lapse of almost one and 
"one half years, during which time only a fraction of Lease Lend 

materials trickled into China by air transport, Chinese morale took 

* Copy obtained from the Franklin D. Roosevelt Library, Hyde Park, N. Y.
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another downward dive. He pointed out that a Chiang—Roosevelt 

meeting, even if nothing important is discussed other than a friendly 

exchange of greetings, would enhance Chinese morale to such an extent 

that it would be even better than all the Lease-Lend materials the 

United States could get into China. If such a meeting could be 

brought about at the invitation of President Roosevelt, Chinese of- 
ficials and the Chinese populace would be made to realize that at least 
such powerful nations as the United States recognize that China still 
has a place, if not an equal place, in the ranks of the Allied Council, 

and on the strength of this, China would gain politically and finan- 
cially. Restoration of confidence that help is within the horizon 
would tend to cause merchants and traders to reflect that with Allied 
financial and material backings the day would not be far off when 
goods would be flowing freely and in abundance into blockaded China. 
If the people can be brought into this frame of mind, confidence in the 
strength of Chinese currency would prevail and prices of various com- 

modities would automatically be lowered. 
He admitted that Chiang could have asked for such a conference 

but that he refrained from doing so on account of “face”, which is 
still the predominating force in the Chinese political and social world. 

740.0011 European War 1939/29511 ; Telegram 

The Chargé in China (Atcheson) to the Secretary of State 

Cuunexina, May 22, 1943—3 p. m. 
[Received 5 p. m.] 

760. Churchill’s address on May 19, before the Congress ® is char- 
acterized as “encouraging” by the Chinese press which has, of course, 
given it considerable prominence and comment. However, from re- 
marks volunteered by Chinese officials in private conversation, it is 
apparent that the speech has failed to dissipate the cynicism with 
which British intentions and promises in regard to the question of 
the defeat of Japan seems generally to be viewed in official Chinese 
circles here. Unfortunately it does not appear likely that this atti- 
tude will alter materially until some concrete British military success 
against the Japanese demonstrates that the defeat of Japan at the 
earliest possible moment is a British objective for which, in due course, 

they will strive whole-heartedly and with every possible resource. 
ATCHESON | 

* Congressional Record, vol. 89, pt. 4, p. 4619.
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740.0011 Pacific War/3275 : Telegram 

The Chargé in China (Atcheson) to the Secretary of State 

CHUNGKING, May 28, 1943—9 a. m. 
| [Received 12:10 p. m.] 

800. Embassy’s 782, May 25, 7 p. m.®° Acording to an authorita- 
tive source, a very highly placed Chinese official in Washington has 

| telegraphed a very high military and political leader here that the 
American Naval and Military Attachés and the British Military 
Attaché are reporting to Washington that the situation created by the 
Jap military operations in western Hupeh is not serious and request- 
ing that pressure be brought upon the Attachés to report affirmatively 

| in regard to the seriousness of the situation. It is disturbing to all of 
us here that confidential reports should find their way so far afield 
and with such a result, the implications of which are obvious. 

As regards the situation in western Hupeh, it is my understanding 
that the point of view of our Naval and Military Attachés is in 
general, that a Jap military operation involving from 50 to 70,000 
men has, of course, serious implications especially as Chinese re- 
sistance appears to be weak, the Japs are progressing some 18 miles 
a day and one Jap thrust appears to be directed along the south bank 
of the Yangtze towards Santowping, sometimes called “the gateway 
to Chungking” because of the situation there of the principal Chinese 
fortifications guarding the approach to the Gorges. The Attachés 
and other observers, however, believe that if the Japs were actually 
undertaking a drive on Chungking they would necessarily employ a 
much larger force and would choose a route presenting less obstacles 
in the way of difficult terrain. The Attachés are inclined to the 
opinion that the prime [motive?] of the drive in Hupeh (as well as 
in Hunan) is economic; that is, the clearing of the river to some point 
west of Ichang and the denial of its use by the Chinese for transpor- 
tation of produce, the operations in Hunan being designed to en- 
circle and cut off from Free China the great Hunan “rice bowl”. 
Of course if the fortifications at Santowping are reduced by the Japs 
they will have made much more open the Yangtze route to Chung- 
king and the Chinese will have suffered an important reverse which 
may have serious implications for the future. 

It is understood that detailed reports on the situation are being 
despatched daily to their respective departments by the Naval and 
Military Attachés. 

ATCHESON 

? Not printed.
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740.0011 Pacific War/3274 : Telegram 

The Chargé in China (Atcheson) to the Secretary of State” 

CuHuNGEKING, May 28, 1943—4 p. m. 
| [ Received 8:26 p. m.] 

803. It may be of interest to the Department for me to set forth 
my impressions, after 38 weeks in Chungking, of the situation in 

China, as follows: _ 
While the determination of General Chiang Kai-shek, and his sup- 

porters in the policy of resistance to continue to hold out does not 
seem to be lessening, they feel a situation which in many aspects is 
out of control and which in practically all aspects is seriously deteri- 
orating. Economically the deterioration is rapid and is leading to- 
ward something that may eventually spell disaster. The military 
situation is slower than the economic, but there is a vicious circle in 
the relationship between the two by which each is worsened. Thus 
lack of food is affecting the troops more adversely than the lack of 
ammunition has affected them in the past 514 years (the price of 
rice in Kweilin and Chungking has doubled since the beginning 
of the year) and as current Japanese military operations in Hunan 
and Hupeh Provinces, one of China’s important “rice bowls”, is 
being circled and lost to Free China. If the Japanese success con- 
tinues, if the Chinese suffer further serious reverses on other fronts, 
or if the new crops are not good it is not unlikely that there may be 
precipitated a crisis which will further greatly lessen Free China’s 
power of endurance and resistance. 

As a result of these circumstances and combination of circumstances 
Chinese morale in general is progressively being lowered. In the past 
it has seemed that if the morale of China’s leaders were sustained the 
morale of the soldiers and of the people would remain at a fair level. 
At present one of the greatest dangers is that the already low morale 
of the troops and of the people may break, irrespective of the deter- 
mination of some of the leaders to hold together the shaky economic 
and military structure. The common people and the common soldiers, 
never safely distant from the margin of subsistence, cannot live on the 
belief in an eventual Allied victory or on the wishful thinking in re- 
gard to the post-war world which helps sustain some high officials, and 
the people must have food and clothing and the soldiers must have in 
addition to these things guns, ammunition, artillery and adequate air 
support. There is a limit to their extraordinary endurance and re- 
sistance; and even greater than Chinese capacity in those respects is 

” Copy transmitted to Lauchlin Currie, Administrative Assistant to President 
Roosevelt.
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their capacity, when faced with the inevitable, for accepting things as 

they are. | 

A tendency on the part of the military as well as other Chinese to 

make the best of the realities is apparent in the growing trade and 

smuggling between unoccupied and occupied China. With this tend- 

ency unchecked—and if the Japanese should refrain from further 

advances—there is a strong probability of a further extension between 

Free and occupied China of the armed truce which already exists in 

many places, with trade across the static lines expanding, with the 

Japanese and the puppets peacefully consolidating their position as 

they have in Manchuria, and with Free China becoming economically 

dependent upon the other area. 
In any case the existing situation cannot endure very much longer. 

A number of intelligent Chinese of affairs with sober, conservative 

and balanced minds have variously estimated to me that under present 

conditions China “can last” only from 6 months to a year. If they 

were speaking only in terms of inflation and currency depreciation 

their estimates might be considered by the optimistic as exaggerated, 

although it is difficult to conceive that population can or will continue 

indefinitely to bear up under an inflationary process whereby the 

cost of living has become eighty times what it was in 1937 and con- 

tinues to rise some 10% a month. Already there is agrarian unrest 

in a number of widely scattered places. In Provinces of Hupeh, 

Hunan, Kweichow, Kwangtung, Fukien, Kansu and Ningsia (due to 

conscription, requisitioning of grain for troops, taxes in kind and 

corruption on part of local tax and other officials) except that in 

Kwangtung famine is chiefly responsible and in Fukien bad crops (and 

there is increasing desertion of soldiers and petty officials to puppets. 

In Shansi Province General Sun Tien-ying with 30,000 troops not long 

ago reported[ly] went over to puppet [régime?]). 

The magnitude of the problem should not be underestimated if it 1s 

to be met. It is a part of their deterioration in morale and their 

| appreciation and acceptance of realities that they have come to adopt 

an attitude of sitting back and waiting for the United States and 

Great Britain to resolve their grievous and increasing difficulties by 

crushing Japan. Chinese officialdom’s highly developed interest in 

postwar problems is an example of this psychological process; they 

seem to seek, any of them, escape from these realities, which they can- 

not cope with, into a vague but roseate future which unfortunately 

can never materialize unless something drastic is done successfully 

about the present. 

Foreign loans will no longer help. Political gestures are limited 

in usefulness to their effect upon leaders, who for most part actually
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lead only in a negative way; political gestures do not help the troops 

or the people. 
The inviting of General Chiang Kai-shek to a conference with the 

President and Mr. Churchill recently suggested by Mr. Churchill as 

a, possibility would undoubtedly give much encouragement to Chiang 

himself as he feels that he has lost face with his officials and peoples 

because he has not received such invitation in the past. The recapture 

of Burma would give great encouragement to the soldiers and the 

people, but any concrete effect on the economic situation, after the 

first upswing towards new confidence, would be long delayed during 

the process of restoring the Burma Road and placing it in effective 

operation. Even fhen its actual economic benefits to the people as a 

whole would be meager because of the minor role foreign consumer 

goods play in the lives of agrarian peasants. 

Wong Wen-hao, Minister of Economic Affairs, and some other 

economically minded Chinese have advanced the theory that if the 

Chinese could recapture and hold Ichang and the hinterland leading 

into southern Hupeh and Hunan, and if they could also hold the 

Hunan area, the flow of produce and cotton into Free China would 

soon reduce the cost of food and clothing by 50%. ‘The current Jap 

military successes on the Hupeh—Hunan front (Embassy’s 800, May 

28,9 a.m.) are daily rendering any such possibility all the more remote 

| as a result of Chinese efforts alone. The question arises whether 

there is any action which China’s allies might take.in their own interest 

toward rehabilitating the morale of the Chinese troops and toward 
improving the situation as a whole. Would it for example be prac- 
ticable for American and British military authorities to work out 
some tactical arrangement with the Chinese military whereby the lat- 
ter, with adequate British and American air support, would under- 
take determined offensive action to attack and recapture at least one 
or two economically and militarily important points such as Ichang, 
Hankow, etc.? As regards military matters one can of course do no 
more than offer for possible consideration by those competent to judge 
and decide, such suggestions as occur to an observer who perceives 
the necessity that something be done. There would seem to be little 
doubt that forthright and significant military action having direct 
bearing upon the situation within China must be taken in the near 
future if China’s most valuable potentialities for the common war 
effort are not to be lost to us. 

The Naval and Military Attachés request the [that] paraphrases of 
this telegram be furnished the War and Navy Departments. 

ATCHESON 

332545—57——_5
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124,98/568 

Memorandum by the Second Secretary of Embassy in China (Davies), 
Temporarily in the United States 

| [Wasutneron,] May 29, 1948. 

General Stilwell has discussed with me the request which he is now 
making for the detail of four Foreign Service officers to him. 

The request arises from the General’s realization that he is con- 
fronted constantly with complicated political, economic and psycho- 
logical problems in the prosecution of the war against the enemy, and 
in his relations and in his commanders’ relations with Chinese officials 

f Tom the Generalissimo on down, British civil officials in India, British 
administrators in Burma, the various Burmese factions, the free Thais, 
the Vichy French, the free French, and the Indochinese; that his staff 
officers—professional military men—are for the most part not equipped 
to collect and evaluate information nor advise in these matters; and 
that he must perforce turn elsewhere for this vital intelligence and 
advice. 

OSS, BEW and OWI are placing at his disposal experts in eco- 
nomic and psychological warfare. Some of this personnel has had 
political reporting experience in the Far East. These experts will 
collect information by various means and two small groups of them 
will constitute Boards of Research and Analysis in American Army 
Headquarters at Chungking and New Delhi. All incoming informa- 
tion will be funneled into the Boards of Research and Analysis which 
will cross-check and evaluate material and will prepare basic studies 
for the General. | 

The two Boards will be headed by OSS representatives who will 
operate under orders issued by General Stilwell or his deputy in this 
undertaking. The Boards will technically be OSS organizations and 
so will report back to General Donovan. I anticipate, however, that 
BEW and OWI representatives will also sit in on the Boards. If 
they do, they will probably keep their Washington offices informed 
of such findings of the Boards as may be of appropriate interest. 

General Stilwell has orally charged me with supervising this 
political, economic and psychological intelligence and warfare pro- 

| gram. As a Foreign Service officer somewhat anxious over the en- 
- croachment of new Government agencies in the field of foreign affairs, 

I feel not only as the General does—that the detail of the four officers 
requested will be of very real assistance to him in his tremendously 
difficult and delicate task—but also that the five of us working in close
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coordination under the guidance of the Ambassador at Chungking 
and Chief of Mission at New Delhi can give some political direction 
to this program and forestall errors which representatives of the 
new agencies might otherwise commit. The five of us would of course 
keep the Embassy or Mission informed regarding the progress of the 
program and report intelligence of interest. 

The request for the detail of Mr. Emmerson” is based on the 
General’s urgent need for a Japan expert at his Chungking head- 
quarters. He is at present without one. If the General’s request for 
Mr. Emmerson is complied with, Mr. Emmerson will probably be 
designated as a member of the Board of Research and Analysis and 
will probably be called upon to give advice in Japanese political, 

economic and psychological matters. 
The request for Mr. Service ** is based upon a pressing need for an 

officer with an excellent command of the Chinese language and one 
possessing wide contact with and knowledge of Chinese officials. 
General Stilwell knows Mr. Service and is particularly anxious to 
have him on his staff. While Mr. Service would probably spend most 
of his time in Chungking on the Board of Research and Analysis and 
provide information and advice to General Stilwell in his highly deli- 
cate relations with the Generalissimo and other Chinese officials, Mr. 
Service would probably also be used for occasional special investiga- 
tion trips into the interior. 

Mr. Ludden ™ will be of great use operating in Yunnan Province 
along the Burmese, Thai and Indochina borders, facilitating the rela- 
tions between American units in these areas and the local Chinese 
officials. He will also be most valuable in advising OSS and Army 
units in their contacts with free Thais, British administrators in 
Burma, Burmese, the French factions and Indochinese. Finally, he 
will have first-hand contact with intelligence sources channeling in 

_ from Burma, Thailand and Indochina. 
Mr. Krentz would function in New Delhi as a member of the 

Board of Research and Analysis, as an advisor in political matters 
to General Stilwell’s deputy Chief of Staff at New Delhi, as a political © 
advisor to OSS and OWI organizations in India, and as a liaison 
between the Board and the Mission. | 

John K. Emmerson, Third Secretary of Embassy in Peru since returning 
from Japan. 

*® John S. Service, Third Secretary of Embassy in China. 
“ Raymond P. Ludden, Consul at Kunming and subsequently appointed Second 

Secretary of Embassy in China, at Chungking. 
* Kenneth C. Krentz, Consul at Bombay and previously at Mukden.
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893.00/15088% 

Memorandum by the Second Secretary of Embassy in China (Davies), 
Temporarily in the United States 

[Wasuineton,] June 7, 1948. 

STRUGGLE FOR Power In CHINA 

This noon I had luncheon with Mr. David Lu, Central News rep- 
resentative in Washington, and Major General Whang Ping-hung, 
Chinese Air Attaché. 

During the course of the conversation Mr. Lu mentioned a rumor 
which had come to his attention to the effect that the Generalissimo 

'. ” had opposed General Stilwell’s proposal for the training and equipping 
“Xx of 600,000 Chinese troops because General Chiang realized that the 

' * general who commanded these troops would be strong enough to 
challenge his position. Mr. Lu stated that such a rumor was false 
and vicious. —~ 

General Whang, to my surprise, smiled tolerantly and said some- 
thing to the effect that Mr. Lu did not realize the complexity of 
Chinese politics. 

Mr. Lu then asked why the Generalissimo did not appoint one of 
his own trusted lieutenants, such as General Ho Ying-chin or General 
Chen Cheng. Thereupon General Whang said that while high officials 
of the Government talked in public about there being only one leader— 

\”. Chiang Kai-shek—in private they were interested only in furthering 
~~ their own power. He stated that Chen Cheng, who is in command 

of the divisions now being trained and equipped in Yunnan, would, 
when the training program was completed, be the strongest figure 
in China and that he would probably then bring T. V. Soong back 
to be the political head of the Government. 

JoHN Daviss, Jr. 

893.20/786 

The Chargé in China (Aitcheson) to the Secretary of State 

No. 1254 CHUNGKING, June 12, 1943. 
[Received July 3.] 

Sir: I have the honor to enclose a memorandum of conversation 
of May 18 between Mr. Vincent and General Hsiung Shih-hui, re- 
cently head of the Chinese Military Mission to the United States and 
probable new head of the National Planning Board. Mr. Vincent 
suggested that this memorandum might be held until General Hsiung’s 
appointment should be gazetted, but it is believed that it is of sufficient
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interest to send it forward without further delay, whether or not 

General Hsiung actually receives the appointment in question. 

As pointed out in the memorandum, the reported decision of the 

Generalissimo to appoint General Hsiung as head of the National 

Planning Board is another indication of General Chiang’s determina- 

tion to make China militarily strong and self-sufficient and of the 

Kuomintang’s cynical attitude toward the possibility of a real “new 

order” after the present war. 

Incidentally, General Hsiung is reported to be, following his return 

from the United States, strongly anti-American and to have developed 

an inclination to align himself with members of the so-called “Peace 

Party” who favor making an endeavor at some appropriate time to 

come to terms with the Japanese. 

Respectfully yours, GrorcE ATCHESON, JR. 

[Enclosure] 

Memorandum of Conversation, by the Counselor of Embassy in China 

(Vincent) 

[CuunexKina,| May 18, 1943. 

General Hsiung Shih-hui was at last evening’s Foreign Office 

dinner and having learned confidentially that he is to replace Dr. 

Wang Shih-chieh as head of the National Planning Board, I took 

the occasion privately to congratulate him and to comment on the 

importance of the post because of the need for constructive post-war 

planning on a broad scale. During the conversation I remarked that, 

in my opinion, the great problems of China’s development, in the 

order of their importance, were: improvement of agriculture, finance, 

communications and industry. General Hsiung took immediate ex- 

ception, saying that China’s first problem was military security par- 

ticularly in the north; and that that was the reason the Generalissimo 

was putting him, a military man, at the head of the Board in the place 

of the present civilian. 

This decision is another indication of the Generalissimo’s determina- 

tion, shown in his recent book, China’s Destiny, to make China mili- 

tarily strong and self-sufficient, and of the Kuomintang’s disillusioned 

attitude toward the possibility of a real “new order” after the present 

war. There is a general distrust and suspicion of Russia and an 

expectation that China and Russia will find themselves in conflicting 

positions in the post-war period. 

| JoHN CarRTER VINCENT
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893.918/145 ; Telegram 

Lhe Chargé in China (Atcheson) to the Secretary of State 

CHuncEING, June 23, 1943—9 a. m. 
[Received June 25—3:55 p. m.] 

999. It may be of interest to Department in connection with prob- 
Jem of evaluating news despatches from China for us to describe 
briefly and comment upon certain aspects of the operation of the 
Chinese censorship and publicity system. 
While there appear to exist no formal or definitive rules governing 

censorship, the general policy appears to be to prevent the sending 
out of China of any material which conceivably might cause the 
government political, diplomatic or economic embarrassment, Special 
attention seems to be directed toward avoiding (1) embarrassment in 
internal political matters through the republication in the local press 
of news despatches to foreign countries on Chinese domestic affairs 
and (2) embarrassment in regard to China’s international, political 
and economic position through publication abroad of news which 
might tend to weaken the case for China’s stability and strength 
which Chinese representatives have built up in Washington, London, 
etc. 

As regards domestic policy, subjects, of which no mention is per- 
mitted in the news despatches of the foreign correspondents, include 
Communist-Kuomintang differences; the existence of cliques or quar- 
rels within the Kuomintang; the movements and personal life of the 
Generalissimo (except for occasional carefully edited special articles 
in which reference to him may be only [in] honorific terms) ; the cir- 
cumstances surrounding the writing of the Generalissimo’s book 
China’s Destiny, and direct quotations therefrom; and subjects which 
might cast reflection upon China’s Government and administrators 
such as corruption of public officials. 

As regards economic matters the subject of inflation is a forbidden 
one specifically and generally; price levels, the prices of food and 
other ordinary consumer goods (unless reference can be made to 
something officially published) and descriptions of the economic sit- 
uation as being “serious” or “critical”, etc., are forbidden. An example 
of the extent to which restrictions are applied is that correspondents 
may not mention that any Chungking street is dirty. 

As regards foreign affairs, mention is prohibited of any subject 
which might conceivably offend or cause offense to an ally (such as 
discussion of the Indian situation and Chinese reaction thereto; men- 
tion of possible divergence of views among China, Britain and Russia 
with regard to Tibet, Mongolia and Turkestan and questions of the 
rendition of Hong Kong and Kowloon). There is sporadic but not 
continuous prohibition of discussion of Soviet-Jap relations.
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Various devices some bordering on trickery are employed to impel 

correspondents to write the kind of press despatches desired by 

Chinese authorities. One such was the calling out of the correspond- 

ents at 1:30 a. m. on May 24 (Embassy’s 782, May 25, 7 p. m.7°) to 

cause them to send home, without opportunity to check accuracy or 

veracity of the material, urgent radiograms that the Japs had begun 

large scale drive on Chungking. This device was repeated about 

June 3 when Publicity Bureau of Foreign Office routed correspondents 

out of bed at 2:30 a. m. and handed them a release describing China’s 

“oreat victory” against the Japs (one request [result?] of the latter 

occasion it is understood was an editorial in the New York Herald 

Tribune describing the fighting along south bank of the Yangtze as a 

second Stalingrad and a battle that might be a turning point in the 

war). 
Contentions by correspondents that this censorship policy may in 

the end do this country untold injury when the truth in regard [to] 

unhappy conditions here becomes generally known abroad have been 

ineffective assumably because the policy is dictated from the highest 

places. The correspondents in general are friendly to China and we 

believe their opinion this respect is basically sound. We have not per- 

ceived on their part any desire to belittle China, to disparage the | var- 

ious?] aspects of China’s struggle for survival or merely to carp at 

something they do not like. They realize that censorship and public- 

ity policies of the Chinese are important among the [apparent omis- 

sion] which have created in the United States and elsewhere or which 

perhaps that is falsely colored and extravagantly distorted. And 

they recognize the possibility that when true picture eventually 

emerges there will result a disillusionment on the part of China’s 

friends at home or abroad that in their chagrin over those deceptions 

that have been practiced upon them these erstwhile supporters of 

China will lack the perspicuity to retain their faith in the many 

worthwhile and admirable aspects of China’s political, military and 

social structure. 

Despatch follows.” 
ATCHESON 

741.98/182 

Memorandum of Conversation, by the Secretary of State 

. [Wasutneron,] June 28, 1943. 

The Chinese Foreign Minister, Dr. T. V. Soong, called at his re- 

quest. He said that Foreign Minister Anthony Eden of Great Brit- 

** Not printed. 
™ Despatch No. 1284, June 23, not printed.
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ain had urged him a number of times to visit London and that he 
thought he would go over during the latter part of J uly. 

The Minister then proceeded to inquire of me what I thought about 
the possible general attitude of the British toward China and the Far 
Kast. I replied that at first blush it would seem to me that Great 
Britain would have no other motive than one of friendship and 
friendly cooperation in all mutually agreeable and desirable ways in 
the future. Dr. Soong stated that he desired to speak in strict confi- 
dence to the effect that he and his associates were afraid that Great 
Britain might undertake to play Japan and China against each other 
during coming years. I said that, of course, he was a better judge of 
these matters than I could be, but that really it was my feeling that the 
Japanese should live on rice and mighty little of that during the next 
twenty-five to fifty years until a complete reformation had taken 
place with the ringleaders of militarism in that country promptly ex- 
ecuted at the end of the war. I added that in these circumstances 
there would be very little of Japan left to set off against China in 
the sense of playing one country against another. I reiterated that 
I was merely speaking offhand with the knowledge that he knew far 
more about these matters than I could profess to know. 

I then took up the matter of the visit of his sister, Madame Chiang 
Kai-shek to this country, emphasizing what a wonderful impression 
she had made and the great good she has rendered to both our coun- 
tries. I said that it was my belief that she and the Generalissimo 
would live to see a great renaissance take place in China in all im- 
portant lines of human endeavor, such as swept over Europe like a 
sunburst during the fourteenth and fifteenth centuries. Dr. Soong 
expressed his appreciation for these hopes and the interest in his coun- 
try which I and my associates in the State Department, he added, have 
shown consistently during past years. I said further that the State 
Department had recommended each of the loans to China during re- 
cent years. Dr. Soong said he felt most appreciative, as did his Gov- 
ernment. 

I stated that we were keeping the attention of the Speaker and other 
leaders in Congress focused on the desire of China for removal of the 
Exclusion Act and the establishment of equality with other nations 
under immigration laws; 7* that as a result of so many people every- 
where in this country as well as the rest of the world thinking abnor- 
mally at the present time we may suffer delays in securing favorable 
action on the legislative proposals in question but that in any event 
we shall keep these proposals thoroughly alive among the leaders in 
Congress, in the hope that at the earliest practicable date they may 
receive favorable consideration. The Foreign Minister said that he 

* See also pp. 769 ff.
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understood the situation perfectly and that he knew how earnestly 

we were pressing these matters and how sincerely we were interested 

in them. 
Dr. Soong repeated a number of times his desire to call again before 

going to Great Britain in the hope that I might offer some further 
suggestions to aid him in his conversations with British officials. I 
referred to the principle of self-preservation which brings together 

and holds together all the peaceful nations in their common struggle 

to defeat and destroy the Axis powers and added that this same prin- 
ciple will be of only secondary importance to all countries after the 
war, and that if rational statesmen cannot be convinced of this evident 
fact, the world will have a dark future indeed. I concluded by saying 
that we must not become discouraged in our efforts to persuade all 
statesmen of the truth of this obvious fact and to induce them to act 
favorably upon it, et cetera. 

C[orvert] H[v] 

740.0011 Pacific War/3308 : Telegram 

The Chargé in China (Atcheson) to the Secretary of State 

CHUNGKING, June 29, 1943—2 p. m. 
[Received June 29—1: 09 p. m. | 

1052. Embassy’s 782, May 25, 7 p. m.; 911, June 18, 9 a. m.; 975, 
June 21 [20], 1 [77] a. m.*; 999, June 23, 9 a. m.; and 1032, June 27, 

noon [midnight | °° 
A number of foreign press correspondents have just returned from 

a two weeks journey to the Yangtze front arranged at their request 
by the Chinese authorities. They saw no fighting and at such late 
date were unable to obtain comprehensive or important first hand 
information in regard to the operations which took place during late 
May and earlier in June but a number of interesting aspects of the 

general picture appear to have come to light. 
While they were told by the Chinese military that Chinese casualties 

were 10,000 in round numbers and Japanese casualties were 30,000, 
it is generally understood (and the Military Attaché so believes) that 
on the Yangtze sector there were never more than 24,000 Jap troops 
in action as against some 110,000 Chinese forces and that the number 

of Jap casualties was approximately 7,000. The success of the Chinese 
troops and the American Air Force which has resulted into a virtual 
return to the May status guo was due in part—and with much credit 

to the American Air Force—to coordinate Sino-American action. It 

Not printed. 
* Latter not printed.
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was also due in part to the fact which now appears that the Jap 
divisions included an appreciable admixture of puppet Chinese sol- 
diers, the Military Attaché’s estimate of the ratio in some of the units 
being one Jap to two Koreans and six Manchurians. (Whether Wang 

Ching-wei troops actually took part in combat seems to be unknown.) . 
This appears to have been the first Sino-Jap fighting outside of Man- 
churla on any scale in which puppet troops participated to a con- 
siderable extent. 

ATCHESON 

124.93 /562 

Lhe Secretary of War (Stimson) to the Secretary of State 

WaAsHINGTON, June 29, 1943. 
Dear Mr. Secretary: Political factors have proved to be of major 

importance in the prosecution of the war in the China-Burma-—India 
Theater. Lieutenant General Joseph W. Stilwell, Commanding Gen- 
eral of the U. S. Army Forces in that theater, is therefore urgently in 
need of having trained political observers assigned to his command to 
supplement the work done by his military intelligence. | 

General Stilwell has indicated the names of certain Foreign Service 
Officers who would be of assistance if sent to the theater for this pur- 
pose, as follows: 

To be sent to the U. S. Embassy, Chungking, China for detail to 
the Commanding General, U. S. Army Forces, China~Burma-—India: 

Raymond P. Ludden 
John 8. Service 
John K. Emmerson 

To be sent to the U. S. Mission at New Delhi for detail to the Com- 
manding General, U. S. Army Forces, China~Burma-India: 

Kenneth C. Krentz 

The duties of these officers would not only be to collect Chinese, 
Indian and Japanese information of interest to General Stilwell, but 

| also to be of service to commanders in the field in matters affecting 
relations with the various Burmese factions, British colonial admin- 
istrators, the Free Thais, the French in Indo-China and the Indo- 
Chinese. 
Any assistance that you can give in connection with this matter will 

be greatly appreciated.® 
Sincerely yours, Henry L. Stimson 

* In his letter of July 26, the Secretary of State replied that the War Depart- 
ment’s request for detail of Raymond P. Ludden, John §. Service, and John K. 
Emmerson was approved, but that Monroe B. Hall was substituted for Kenneth 
C. Krentz for reasons of health.
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President Roosevelt to Generalissimo Chiang Kai-shek * 

[Wasuineron,| June 30, 1943. 

[No. 2917.] I have concluded a series of very satisfactory talks 
with Mme. Chiang Kai-shek which she will tell you about. 

I have told her of my anxiety to meet you sometime this fall. I 

think it is very important that we get together. If you agree with 

this I suggest some place midway between our two capitals. I would 

appreciate very much hearing from you relative to this proposal. 
ROOSEVELT 

740.0011 Pacific War/3308 : Telegram 

The Secretary of State to the Chargé in China (Atcheson) 

WASHINGTON, July 6, 19483—4 p. m. 

859. Your no. 1052, June 29,2 p.m. With reference to statement 

that the Japanese divisions included an appreciable admixture of 
puppet Chinese soldiers, estimated at the ratio in some units of 1 
Japanese to 2 Koreans and 6 Manchurians, it is assumed that what 
was referred to was Japanese-commanded Manchukuo units rather 
than Japanese “divisions”. In view of the political interest which 
attaches to this subject, the Department would be interested in any 
further clarification you may be able to make, also in an estimate of 
the proportion of Japanese Army, Manchukuo Army, and intramural 
Chinese puppet (if any) units engaged in the operations in question. 

HULL 

740.0011 Pacific War/3338a : Telegram 

The Secretary of State to the Chargé in China (Atcheson) 

WASHINGTON, July 6, 1948. 

863. Please deliver to Generalissimo Chiang Kai-shek the follow- 
ing message from the President : 

“Six years ago today, July 7, 1937, the Japanese launched at Lu- 
kouchiao a new and brutal attack on China. Under your outstanding 
leadership the Chinese armies and people immediately rose to the 
defense of their country, and for 6 years they have used every weapon 
in their power to strike back ceaselessly at the wanton aggressor. 
_ The valor and sacrifices of the Chinese people in the cause of free- 
dom have inspired the people of the United States. We know, as you 
do, how much must be done before the enemy is crushed and peace and 
justice are established throughout the world. Our people are joined 
in a common cause. Our arms are mounting, our strength is rising, 
our determination stands firm, and our triumph Is inevitable. 

Franklin D. Roosevelt” 

———____- HU 

Copy of telegram obtained from the Franklin D. Roosevelt Library, Hyde 
Park, N. Y.
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893.00/15053 

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

No. 9973 Lonpon, July 6, 1943. 
[Received July 13.] 

Sir: I have the honor to enclose a copy of a memorandum furnished 
the Embassy by the Foreign Office, giving a summary of recent 
reports on the deterioration in the economic and political situation in 
China which have been received from the British Embassy in Chung- 
king in answer to certain questions put by the Foreign Office. 

In summary, it would appear that the British Embassy in Chung- 
king believes that if Japanese attacks in China are not substantially 
increased, the maintenance of the present situation seems to depend 
more on the crop prospects than on anything else. It is not believed 
that there will be a Chinese attack on the Japanese, so that if it should 
suit the Japanese to remain quiet, an easy state of undeclared peace 

might develop. However, it is the opinion of the British Embassy in 

Chungking that as long as the United States Air Force operates in 
China, the Japanese will presumably have to react and complete quiet . 

on the Chinese front would apparently be impossible. It is felt that 

if a serious food shortage should occur, it would probably lead to dis- 
turbances which might assume proportions leading to loss of control 

over wide areas by the Central Government. — 

It was stated by a high official of the Foreign Office to a member 

of my staff that the somewhat more optimistic view outlined in the 

present memorandum is apparently an effort on the part of the British 

Embassy in Chungking to present, in response to the Foreign Office’s 

request, all aspects of the situation rather than the purely negative 

one reported previously in this Embassy’s Cable No. 3791 of June 4, 

1943, 11 a. m.® | 

Respectfully yours, For the Ambassador: 

W. J. GALLMan, 
First Secretary of Embassy 

[Enclosure] 

The British Foreign Office to the American Embassy in the United 
Kingdom 

MEMORANDUM 

As a result of recent reports indicating a deterioration in the situ- 
ation in China, a number of questions were recently put to His 

“ Copy transmitted to the Chargé in China in Department’s instruction No. 
351, July 27. 

* Not printed.
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Majesty’s Ambassador at Chungking. The questions and their respec- 

tive answers are set out below. 
(a) Q. Is the conciliatory policy towards Wang Ching-wel an- 

nounced by the Japanese having any appreciable effect on the situa- 

tion in Free China? 

A. So far as can be judged by His Majesty’s Embassy the new 

policy towards the Nanking Government is having little or no effect 

in Free China. It is suggested that the Japanese price control and 

system of food distribution are, at any rate in Shanghai and main 

centers in North China, more effective than the Chinese system. This 

is said to be producing some effect in occupied China. Cases of people 

returning from Free to occupied China have always been quite com- 

mon and this sort of thing is not regarded in China in the same way 

as it would bein Europe. This tendency may increase. 

(6) Q. How much substance is there in the Japanese claims of 

defections to Nanking on the part of units of the Chungking forces ? 

A. There have certainly been cases of defection. In some cases, for 

‘nstance in that of General Pang Ping Hsun, it is almost certain that 

defection took place only after his force was surrounded. There have 

no doubt been some cases when even this excuse could not be given, 

but these so far have been confined to persons of little importance. 

The Embassy think therefore that there is some substance in the Jap- 

anese claims although they are no doubt exaggerated. 

(c) Q. Is the greater measure of independence which the Japanese 

allege that Wang Ching-wei has been given likely to lead to any form 

of understanding between Chungking and Nanking? 

A. Inthe view of His Majesty’s Embassy the answer is “no.” There 

has always been some contact between the two régimes and this is 

maintained but does not appear to grow closer. 

The Embassy add that there has been improvement in the situation 

since the recent Japanese setback on the Yangtse front. Isolation of 

China from the outside world is, as was always expected, producing 

its inevitable effect. But on the whole the fall in morale is slower 

than might be expected and if the pressure on the Chinese is not sub- 

stantially increased they can, the Embassy think, continue resistance 

on the present scale. 

To sum up, provided the weight of the Japanese contacts is not sub- 

stantially increased the maintenance of the present situation seems in 

the opinion of His Majesty’s Embassy to depend more on crop pros- 

pects than on anything else. A Chinese attack on the Japanese may 

be excluded, so that if it should suit the Japanese to remain quiet, an 

easy state of undeclared peace might result. Nevertheless, as long as 

the United States Air Force operates in China the Japanese will pre- 

sumably have to react and complete quiet on the Chinese front would
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apparently be impossible. A serious food shortage if it occurs would 
probably lead to disturbances which might assume proportions lead- 
ing to loss of control over wide areas by the Central Government. 
Present crop prospects are not bad but it is too early to judge. 

[Lonvon,] July 5, 1948. 

740.0011 Pacific War/3326 : Telegram 

The Chargé in China (Atcheson) to the Secretary of State 

CuuncKING, July 7, 1943—5 p. m. 
[Received July 9—11: 40 a. m.] 

1119. It is an interesting circumstance, although perhaps not of spe- 
cial significance, that a “mass meeting” here last evening July 6 in 
honor of sixth anniversary of China’s war of resistance held under the 
auspices of the All-China Troops Comforting Association was organ- 
ized with the usual habiliments of a United Nations “Big Four” cele- 
bration and enjoyed a considerable measure of Soviet participation. 

Beneath a cluster of small flags of the United Nations high over the 
stage were hung large Chinese, American, British and Soviet flags and 
thereunder large colored portraits of Generalissimo, President Roose- 
velt, Mr. Churchill and Mr. Stalin. Presentation of gifts were made 
to Chinese Minister of War and some other Chinese officials, General 
Stilwell, a representative of the head of British Military Mission, and 
Major General T. Y. Gubarevich described as “Chief Soviet Adviser 
to the National Government”. The Soviet Ambassador * was not 
present, but Soviet Embassy was represented by its Military Attaché 
and several members of his staff (British Ambassador was also absent 
being represented by the Chinese Secretary of British Embassy ®). 
The only speeches delivered by foreigners were those by General Stil- 
well, the representative of the head of the British Military Mission 
and General Gubarevich. General Gubarevich did not mention spe- 
cifically China’s resistance against Japan, but he did speak of the hard- 
ships suffered by China and the Chinese troops due to the war and 
ended his speech with a vigorous “10,000 years to all democracies” and 
“10,000 years to the Chinese Army”, 

Repeated to Moscow. 

ATCHESON 

** Alexander Semenovich Panyushkin. 
* George Vernon Kitson.
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Generalissimo Chiang Kai-shek to President Roosevelt ® 

Cuuncxine, July 9, 1943. 

No. 630. Your telegram of 4th July [30th June?] has been re- 

ceived. And I am in full accord with your suggestions. Madame 

Chiang has informed me in detail of her conversations with you. I 

am delighted with the results and that we see eye to eye on many ques- 

tions. Lanticipate with pleasure our meeting in the near future. For 

many years I have been wishing that we could discuss together in 

person various problems of mutual interest. I venture to suggest 

that any time after September would be most convenient and suitable _ 

to you would be possible for me. Should necessity arise, however, for 

our meeting before then, I should appreciate your letting me know at 

least a fortnight in advance of my departure. : 

Cuiane Kalr-sHek 

740.0011 Pacific War/3305 : Telegram 

The Secretary of State to the Chargé in China (Atcheson) 

Wasuineron, July 13, 19483—4 p. m. 

892. The War Department feels that the information provided in 

your telegrams numbered 999,** 1012,” and 1022 would be of great 

value to General Stilwell. It is accordingly requested that, if you 

perceive no objection, you furnish him the substance of these tele- 

| grams, as well as of any succeeding ones on similar subject matters, 

but without indicating that you are doing so under instructions from 

the Department. | 
Huu 

740.0011 Pacific War/3340 : Telegram 

The Chargé in China (Atcheson) to the Secretary of State 

CuuncKING, July 16, 1943—11 a. m. 
[Received July 19—1:44 p. m.] 

1198. Department’s 892, July 13, 5 [4] p.m. We are furnishing 

General Stilwell’s headquarters (General Stilwell is absent from 

Chungking) paraphrase of our 999, June 23,9 a.m. The substance 

of our 1012, June 24, 2 p. m. was previously communicated orally to 

General Stilwell’s Chief of Staff, General Hearn, and he sent General 

8 Copy of telegram obtained from the Franklin D. Roosevelt Library, Hyde 

Park, N. Y. 
® June 23, 9 a. m., p. 64. 
© June 24, 2 p. m., p. 257. 
1 June 26, 9 a. m., not printed.
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Hearn a comprehensive memorandum summarizing the information 
in that telegram and in subsequent telegrams on same subject. We 
shall continue to keep General Stilwell or General Hearn fully advised 
in regard to our information in this and other pertinent matters. 

It may be added that we some time ago instituted a practice of 
sending to General Stilwell copies of despatches from OWI field 
officers on subjects of possible interest and of communicating to him 
such of our own information as we considered might be of value. We 
are also sending him copies of our monthly political review and plan 
as well to furnish him copies of the Embassy’s newly instituted 
monthly economic review when it has been got under way. Further- 
more there is now under discussion a projected formation of a joint 
intelligence committee to comprise representatives of General Stil- 
well’s headquarters, the Embassy and BEW. Later we anticipate de- 
velopment in addition of an international intelligence committee out 
of which it is hoped will accrue benefits to General Stilwell’s head- 
quarters, the Embassy and other American Government agencies 
here. 

ATCHESON 

740.0011 Pacific War/3345 : Telegram 

Lhe Chargé in China (Atcheson) to the Secretary of State 

CuHuNcEING, July 19, 1943—9 a. m. 
[Received July 21—2: 82 p. m.] 

1221. Department’s 859, July 6, 4 p. m. It is believed that the 
term “Jap divisions” is correct as, according to the Acting Military 
Attaché, a number of Jap divisions include units which contain a 
mixture of Jap and puppet troops including the third division nor- 
mally based on Hankow which took part in the fighting in June in 
the Santowping area. Assumption that the puppet members of this 
and perhaps other units engaged in recent fighting in the Hupeh- 
Hunan sector was based on information from Chinese intelligence 
that when the third division, which had been engaged in the 1942 
Chekiang—Kiangsi campaign, was reformed in November of that year 
some of its units were composed of Japs, Koreans and Manchurians in 
the ratio named. 
Upon further and considerable detailed inquiry into the matter, it 

appears that Chinese intelligence has not been consistent in regard to 
the activities of Manchurian and Nanking puppet troops, possibly 
because battles and campaigns are almost always colored with much
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propaganda. Admiral Yang now states that he does not think that 

any Manchurian puppets participated in the recent Hupeh-Hunan 

fighting but that Nanking troops were employed by the Japs for 

“secondary defense duties” which in most cases comprised the guard- 

ing of supply lines and garrison duties. He names specifically the 
twenty-ninth Nanking puppet division as having guarded supply 
lines and states that this division has Jap officers acting in advisory 
and staff capacities down to and including the infantry company and 
that only “a few if any” Koreans are among the staff and advisory 
officers. There are stories in regard to the Hupeh—Hunan fighting to 
the effect that some of the puppets furnished intelligence to Central 
Government troops which facilitated the bombing of Jap supply lines; 
that some puppets deserted to the Central Government, and that others 
broke under attack and caused Jap retirements. ‘These stories have 
not been confirmed but it is generally accepted that the Japs were 
weakened because of the number and character of puppet troops either 

operating as distinct puppet units or as component parts of Jap 
contingents. 

Reverting to the question of the presence of Manchurian troops in 
Central China, the Acting Military Attaché has furnished us a sum- 
mary of a memo by Chinese G-2 * dated January 14, 43, in regard to 
“enemy trained Chosen, Formosan and Manchurian troops” in which 
is mentioned (a) a report dated November 16, 42 from General Chen 

Cheng (Chinese commander in the recent Hupeh—Hunan operations) 
that the “elite” [Japanese?] troops in the Wuhan area had been re- 
placed by mixed troops of Japs, Koreans, Formosans and Man- ~ 
churians; (6) that on November 17, ’42 the third Jap division was 
replenished after the Chekiang—Kiangsi campaign on the basis of 1 
Jap, 3 Koreans and 6 Manchurians; (c) that, according to a report 
from General Chen Cheng dated December 5, ’42, many Manchurians 
were in the Jap thirty-ninth division (portions of which also took 
part in the recent fighting) ; that on January 2, ’43 some 20,000 troops 
arrived at Chinkiang from the northeast on December 4, ’42 and that 
about 30 per cent of them were Japs and 70 per cent Manchurians. 

It would seem from these reports that considerable numbers of Man- 
churian soldiers intermixed individually or by groups with Jap troops 
have at some time had station or have operated in Central China. As 
for the recent campaign, it would seem that the puppet troops engaged 
therein, as far as they have [been] identified, were Nanking puppets. 

ATCHESON 

"= Military Intelligence. 

832545—57-—_6
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893.00/15064 : Telegram 

The Chargé in China (Aicheson) to the Secretary of State 

| CHUNGKING, July 20, 1948—9 a. m. 
[Received July 21—8: 13 a. m.] 

1231. We were informed by good authority some time ago that 
Chiang Kai-shek had drawn up 21 regulations for the conduct of 
Chinese; that among them was one to the effect that Chinese associat- 
ing too much with foreigners be put under surveillance as a first step; 
that General Chiang instructed Dr. Wang Chung-hui, one time For- 
elgn Minister and now Secretary General, National Defense Council, 
to have the regulations circulated to certain officials and to see that 
they were enforced; but that Wang had successfully argued against 
their enforcement, especially the regulation relating to association 
with foreigners. 

In an airgram dated July 12 the Consul at Kweilin ® indicates that 
he has positive information of the Chinese Government in June having 
issued instructions to officials in Kwangtung and Kwangsi and that in 
future only Chinese specially trained and qualified would be author- 
ized to treat with foreigners and that those not specially designated 
who continued to associate with foreigners would be placed under 
surveillance. Ringwalt states: “In the preamble to the instruction it 
was pointed out that foreign military and civilian officials were arriv- 
ing in China [in] vastly increasing numbers, and the view was ex- 
pressed that, provided no precautionary steps were taken, the for- 
eleners might be given false and misleading information and might 
thus be unable to obtain a true picture of conditions in China. Local 
Chinese critical of the administration in Chungking profess to be 
convinced that the Chinese have fears above all that the American 
public may become aware of the true state of affairs in China, and 
that American public opinion in respect of China may undergo a 
severe action from wholehearted and uncritical admiration and 
sympathy to apathy and cynicism. Whatever may have been the 
purpose of the instruction issued by the Executive Yuan, the results 
in Kwangsi have not been entirely happy. The more timid of the 
officials who might be in possession of accurate knowledge and be able 
to be of great assistance to this Consulate in preparing its reports are 
now out of town or ill whenever a member of the consular staff at- 
tempts to visit them, and the more brazen, fortified by the presumption 
that they will be protected in case they get into trouble, are inclined 
to retail to all who will listen every rumor, true or false, which may 
tend to place the Chinese Government in a bad light. Accurate, un- 
biased information is becoming increasingly difficult to acquire.” 

* Arthur R. Ringwalt.
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The Embassy is inquiring of the Consulate whether it has, actually, 

positive information in the premises. Meanwhile, it is pertinent to 

comment that the report that the Generalissimo has drawn up regula- 

tions of such nature is in itself a somewhat ominous indication of a 
trend that seems to be increasingly followed by reactionary leaders 
in China. (See Embassy’s 999, June 23, 9 a. m., in regard to censor- 

ship; 995, June 22, 4 p. m.,* in regard to the Generalissimo’s book 

China’s Destiny; and despatch no. 1355, July 17, on the subject 

of the police surveillance of foreigners at Sian which are unhappily 
reminiscent of traditional Jap police methods.) 

There appears to be little open surveillance of foreigners at Chung- 
king. Occasionally foreigners are stopped on the streets by police 
agents and asked to identify themselves and we are informed that 
General Tai Li has agents among the servants of the various diplo- 
matic missions, including ours, to keep a check on visitors and to pick 
up what information may be garnered from conversations and waste 
baskets. At the time of the report of the drawing up by the General- 
issimo of his 21 regulations, a Chinese organization which had ar- 
ranged a tea party for the foreign correspondents here suddenly 
canceled its invitations. | 
Whether or not such regulations have been issued, we have been 

aware for some time that our Chinese friends (especially those below 
the highest brackets of rank) are far less given to frank discussion of 
China’s international, political and economic problems than formerly 
and that anything in the nature of criticism of the Chinese Govern- 
ment or its leaders is rarely heard except from a very few of the higher 
personages such as Dr. Sun Fo who, as the son of Sun Yat Sen, seems 
to feel that he can afford occasionally in a mild way to speak his mind. 
Another liberal, Sun Yat Sen’s widow, is also not always backward 
in speaking in private, somewhat frankly on some subjects to her 
friends, but she is cautious and is apparently under some forms of 
restraint. Mme. Sun has told me, for example, that she has wanted 
to go to Lanchow for the summer but that she was afraid that “per- 
mission” would not be given; and she so far continues to remain in 

Chungking. In the course of a conversation, Dr. Wang Chung-hui 
asked me what I thought of China upon my return after 4 years, 
and when I mentioned in the course of my reply that I was somewhat | 
surprised and a little disturbed at the seemingly increasing trends 
toward Fascist practices he said with some confusion that some minor 
things were necessary in wartime and hastily changed the subject. 

We shall expect in due course to report further to the Department 
on developments in this general trend. 

ATCHESON 

“ Not printed.
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740.0011 Pacific War/3344: Telegram 

The Chargé in China (Atcheson) to the Secretary of State 

CHUNGKING, July 20, 1943—11 a. m. 
[Received July 21—8:55 a. m.]| 

1238. As of interest connection with Embassy’s 1221, July 19, there 
is set forth below a summarized tabulation of commanders and 
strength of the puppet armies as of May 20 this year furnished by 
Admiral Yang: 

Section (2) Wang Ching-wei clique. 
1. Commander-in-Chief of Kiangsu-Chekiang—Anhwei area (Jen 

Yuan-tao) 65,200 troops. 
2, Commander-in-Chief of First Group Army (Li Chang-chiu) 

and north Kiangsu headquarters (Fuh Suang-yin) in joint control 
Kiangsu and Hwai River area north Anhwei 62,900 troops. 

8. Kiangsu-Honan area jointly controlled by Hu Yu-king (20,600 
troops), Commander-in-Chief Kiangsu-Honan border area, and by 
Sung Liang-cheng, Commander-in-Chief of Second Sector Army and 
Director Kaifeng (Honan) pacification headquarters (41,500 troops). 

4. Wuhan headquarters (Wuchang—Hankow—Hanyang) under 
Yang Kwei-yi, 21,595 troops. 

5. Kwangtung headquarters under Chen Chu-yao 44,500 troops. 
Section (6) North China clique. 
Commander-in-Chief Hopei-Shantung-Shansi area, Chi Hsieh- 

yuan, 97,700 including 63,000 troops, 34,700 militia. 
Section (¢c) Inner Mongolia—Suiyuan clique. 
Wong Yin and Li Shou-hsin, controlling jointly the Suiyuan- 

Chahar area, 10,280 troops (4500 troops Mongolian army, 2400 west 
Suiyuan union army, 3300 others). 

Section (¢@) approximate total puppet troops: 
Wang Ching-wei clique, 256,300; Chi Hsieh-yuan of North China 

clique, 97,700; Inner Mongolia—Suiyuan clique, 10,260. Grand total 
864,200 (not including puppet soldiers in Japanese divisions). 

ATCHESON 

The Chinese Minister for Foreign Affairs (Soong) to Mr. Harry L. 
Hopkins, Special Assistant to President Roosevelt 

[WasurnerTon,] 21 July, 1943. 

Dear Harry: My departure has been delayed till tomorrow morn- 
ing owing to engine trouble. 

*8 Copy obtained from the Franklin D. Roosevelt Library, Hyde Park, N. Y.
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Generalissimo cabled me that it would be awkward for United Na- 

tions’ relations, and Sino-Russian relations in particular, if he goes 

thru Siberia without seeing Stalin. Therefore he prefers the rendez- 

vous to be somewhere else than Alaska. 
If the President desires to advance the date of the meeting to some 

time in August or September, he would be able to make it, provided 

he is given two weeks’ notice. 

He requests me to proceed to London according to programme, but 

to be in readiness to return & participate in the conference whenever 
the President desires it. 

Hoping that you will have a nice little rest in New Hampshire 

Sincerely T. V. [Soone] 

811.91298/371: Telegram 

The Chargé in China (Atcheson) to the Secretary of State 

Cuuncxine, July 24, 1943—midnight. 
[Received July 25—12: 08 p. m. | 

1291. Gunther Stein, correspondent for the Christian Science 
Monitor and also the Institute of Pacific Relations, has shown us a 
letter dated July 22, which he has received from the Vice Minister of 

Information as follows: 

“Tt has come to our knowledge that Mr. T. A. Bisson of the Interna- 
tional Secretary [Secretariat?] of the Institute of Pacific Relations 
has in the latest issue of Far Kastern Survey asserted : 

| ‘The early promise held out by the war for the broadening and deepening 
Chinese unity through the achievement of liberal political and economic reforms 
bas not been fulfilled. Two Chinas have definitely emerged, each with its own 
Government, military forces, political and economic institutions. One is gener- 
ally called Kuomintang China and the other Communist China. But the terms 
Feudal China and Democratic China more accurately express the actualities as 
they exist today.’ 

Pending the receipt of a satisfactory explanation from the IPR for 
the publication of the foregoing passage, we regret that we cannot 
extend to you, as the Chungking correspondent of the Institute, the 
privilege of transmitting your message by Chinese Government radio 
facilities. Your message is herewith returned.” 

Stein states that he himself has in no sense any responsibility for 
the article of which a portion is quoted above and which is an exag- 
gerated and out of focus description of the situation. He asks that 
IPR be informed that he has been suspended as correspondent there- 
for. He has not been suspended as correspondent for the Christian 

Sctence Monitor. 
ATCHESON
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893.44 Chiang Kai-shek/117 : Airgram 

The Chargé in China (Atcheson) to the Secretary of State 

[Extract] 

_Cuunexine, August 2, 1943—9 a. m. 
[Received August 20—5 p. m.] 

A-22. There are persistent reports, largely from foreign news 
correspondents, that Madame Chiang Kai-shek has returned to this 
country with something of an anti-American bias. The principal 
basis for this alleged feeling on her part is assumed to be that she did 
not as a result of her visit obtain from the American Government all 
that she wanted or all that Mr. Willkie promised her. Other and 
somewhat vague reasons ascribed are that because of some development 
or developments in the United States during the latter part of her visit 
she “realized” that she had overstayed her time and made one or two 
speeches too many; also, that the unfortunate circumstances of her 
homecoming after a hazardous and tiring journey during which she 
was airsick a great part of the time (Embassy’s 1091, July 5, 10 a. m.**) 
increased her sense of disappointment and frustration. 

ATCHESON 

711.93/536 : Airgram 

| The Chargé in China (Aitcheson) to the Secretary of State 

CHUNGKING, August 2, 1943—10 a. m. 
[Received August 20—5 p. m.] 

A-23. Embassy’s airgram No. A-22, August 2,9a.m. Hollington 
Tong, Vice Minister of Information, who accompanied Madame 
Chiang to the United States, is reliably reported by a number of 
sources to have stated since his return to Chungking that he found 
“no war spirit” in Washington, a very curious remark to come from a 
resident of Chungking. The correspondent of the New York Times is 
one of those who has informed us that he has of late sensed a definite 
anti-American atmosphere in some Chinese official circles in Chung- 
king. He states that the Chinese resented the Institute of Pacific 
Relations article mentioned in our 1291, July 24, midnight, 1943, and 
also a recent article in the Vew York Times by Hanson Baldwin on the 
military situation in the Far East in which Mr. Baldwin stated among 
other things that Sino-Japanese skirmishes were magnified by the 
Chinese as large battles. (The military spokesman at a press confer- 

* Not printed.
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ence recently attempted to refute statements in the Baldwin article 
and his remarks were later widely distributed in printed form.) 
During the past week at a press conference the correspondents were 
given a lecture by the Information Minister in regard to their report- 
ing and the United Press correspondent states that he was recently 
told by an important Chinese official that the American correspondents 
in China “had done China more harm than good” by their reporting 
activities since the outbreak of Sino-Japanese hostilities in 1937. In- 
quiries by foreign correspondents in regard to the Kuomintang- 

Communist situation have been obviously resented by Chinese press 
and other Party line officials. 

The assumption of one competent observer is that Party line of- 

ficials, in their attempt to build a new Great Wall of censorship about 
the deteriorating situation in China, are becoming more and more 
resentful against Americans and the United States because of their 
own—and typical present day Chinese—intolerance of the slightest 
criticism and because of their fear—and perhaps realization—that 
heavy criticism of the Chinese Government is probably inevitable 
when the truth becomes known. A tragic aspect of these circum- 
stances is, in the Embassy’s opinion, the possibility that American 
public disillusionment in regard to China, if and when it occurs, may 
be so great that it may becloud China’s virtues in the minds of China’s 
friends who have been most effective in furthering Chinese hopes for 
continuing and increased aid, thus losing to China the help China 
needs and to us the war potentialities which this country holds—or 
should hold—for our cause. (Please see Embassy’s 1357, August 2, 
noon,” containing a message for OWI from its local office.) 

ATCHESON 

103.9166/5393 : Telegram 

The Chargéin China (Atcheson) to the Secretary of State 

Cuuncxrine, August 2, 1948—noon. 
[ Received 5: 03 p. m. | 

1357. Informational for Taylor,” Lattimore,* OWI, from Fisher.” 
My No. 267. Bisson’s article in latest Far Hastern Survey and Hanson 
Baldwin’s column on China which appeared in July 20 New York 

_ Times have greatly agitated Chinese Government circles. Highlights 
of both were apparently cabled by Chinese Ministry of Information, 
New York office. 

* Infra. 
” George E. Taylor, Deputy Director of Pacific Area, Office of War Information. 
* Owen Lattimore, Deputy Director of Pacific Operations, Office of War 

Information. 
°F. M. Fisher, OWI representative in China.
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At weekly press conference July 28, Government spokesmen in 
heated off record comments branded Bisson’s allusions to “two 
Chinas”—“democratic” Communist China and “feudalistic” Kuo- 
mintang China—as completely false. Said Bisson either completely 
misinformed or had malicious intent toward China. Said Institute 
of Pacific Relations for past year had been growing steadily more . 
anti-China. 
Spokesmen announced that as the result of Bisson article Ministry 

was withdrawing privilege of transmitting material free to IPR over 

XGOY. Later one Ministry official was overheard remarking that as 
a result of Bisson article and IPR attitude “it will be very embarrass- 
ing” for Bisson’s Secretary Edward C. Carter? on his scheduled 
Chungking visit. 

Baldwin article was cited at press conference as another example 
of how American writers seem to want to hurt China. His assertion 
that Chinese military communiqués could not be believed was espe- 
cially irritating. Spokesman professed to be puzzled why despite all 
aid Allies had given China foreign writers persisted in “throwing mud 
in China’s face.” 

In July 23rd press conference spokesman read prepared criticism of 
Baldwin’s article. Neither article nor criticism were published lo- 
cally, but July 24th 7a Kung Pao editorially attacked article’s derog- 
atory reference to western Hupeh fighting. 

Meanwhile, Baldwin’s article in feader’s Digest was splashed by 
Domei which officials here see and doubtless exacerbated official sensi- 
bilities. Japanese propaganda to China during the past few days 
has seized gleefully on both articles as typical of racial superiority 
Americans feel toward “all Asiatics”. The implied sympathy re- 
versed their original line that the articles represented the real truth 
about Free China. 

Contrasted to official Chinese reaction, private conversations with 
fairly representative intellectuals, none of whom even suspected of 
leftist tendencies, indicate considerable quiet satisfaction over these 
and Pearl Buck’s article in May 10 Zzfe. A minor Government offi- 
cial, Kuomintang member trained in America, said he welcomed such 
criticism in America since nobody dared offer slightest criticism here. 
Although Baldwin’s assertions in some cases are exaggerated there is 
such dissatisfaction with things as they are that little exception was 
taken to these points. 

We do not seek to influence this critical tendency in American press 
but offer the observations that it gives Axis propaganda an excellent 
divisive wedge and that criticism would be more effective if it coin- 

* Secretary General, Institute of Pacific Relations.
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cided with a successful operation in Burma or really large scale vic- 
tories in the Pacific. | 

Attention Barrett: ? 
In view of the above be careful not to quote Baldwin in a way to 

make him appear twofaced. Might be wise to drop him for a while. 
ATCHESON 

893.918/147 

The Chargé in China (Atcheson) to the Secretary of State 

No. 1415 Cuunexinea, August 2, 1943. 
[Received August 21.] 

Sir: I have the honor to refer to the Embassy’s telegram no. 999, 
June 23, 9 a. m., in regard to the general question of Chinese censor- 
ship; to the Embassy’s telegram no. 1291, July 24, midnight, in regard 
to recent difficulties encountered by the Chungking correspondent of 
the Institute of Pacific Relations; and to the Embassy’s airgrams nos. 
A-22 and A-23 of August 2, 1943, in regard to a reported growth of 
anti-American feeling among Chinese in official life, including 
Madame Chiang Kai-shek. 

As regards especially the question of censorship, it is an interesting 
indication of the general situation that, according to foreign press 
correspondents, but one news despatch in regard to the Kuomintang- 
Communist situation (Embassy’s 1325, July 28, 6 p. m.* and previous) 
filed by correspondents for sending abroad has been passed by the 
Chinese censors. This was a news despatch written by the Chinese 
chief correspondent of Reuter’s which contained an account of an 
interview with General Ho Ying-chin which was extremely critical 
of the Communists and in which General Ho accused the Communists 
of attacking Central Government troops and seizing their military 
supplies (the time of these attacks was not specified). Feeling that it 
was unfair to allow only this one article to be dispatched abroad, the 
New York Times correspondent as head of the Foreign Newspaper 
Correspondents Association at Chungking, together with two other 
representatives of the Association, called on July 28 on Dr. Hollington 
Tong, Vice Minister of Information, to discuss this and other matters 
adversely affecting the correspondents as a whole. Dr. Tong pur- 
ported to agree with Mr. Brooks Atkinson that correspondents other 
than Reuter’s should be permitted to send despatches on the Kuomin- 
tang-Communist situation and promised to see that Mr. Atkinson re- 
ceived permission to report on the situation to the Vew York Times. 

*Edward W. Barrett, Chief of Cable-Wireless Section and Overseas Bureau, 
Office of War Information, . 

* Post, p. 295,
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Mr. Atkinson interprets this statement to mean that he would be al- 

lowed to send only a one-sided “Kuomintang” story; he states that he 

has no intention of writing and forwarding to his paper a propaganda 

article of that nature. 

At the instance of Mr. Gunther Stein, Mr. Atkinson and his two col- 

leagues questioned Dr. Tong in regard to the ban placed on Stein’s 

filing despatches for IPR because of the T. A. Bisson story in a recent 

issue of the Far Eastern Survey critical of the Kuomintang. Dr. 

Tong said that pending the receipt of some explanation from IPR, in 

which China felt that she was to a certain extent a “stockholder”, Mr. 

Stein would not be permitted to use Chinese radio facilities which are 

made available once each week to foreign correspondents free of charge 

for a so-called “Voice” broadcast of a story. Mr. Stein will be per- 

mitted to send material by mail and by Press Wireless (IPR cannot 

pay cable charges). 

Respectfully yours, Grorcre ATCHESON, JR. 

740.0011 Pacific War/3378 

Memorandum. of Conversation, by the Chief of the Division of 

Far Eastern Affairs (Ballantine) 

[Wasuineron,] August 5, 1943. 

Sir George Sansom * called at his request. He said that he wished 

to keep us informed of developments in London which might be of 

interest to us in relation to the Far East. He handed me an informal 

memorandum which dealt with a conversation between Dr. Soong 

and Mr. Eden on July 28, 1943. It reads as follows: 

“Dr. Soong said that the Burma Campaign was the most important 

and most immediate question for China. He also declared inter alia 
that China had no territorial ambitions but he hoped we should recog- 

nize that Tibet was part of the Chinese dominions. The Secretary of 

State replied that our attitude had been that Tibet must be recognized 
| to have autonomy under Chinese suzerainty. It was eventually agreed 

that we should state our position in regard to Tibet in a confidential 
memorandum.* | 

“Mr. Eden, in response to a question about the British Govern- 
ment’s ideas on collective security for the future, having outlined those 

ideas then assured Dr. Soong that one of the aims of the post-war 

system envisaged by the United Kingdom was to restrain Japanese 

aggression and to see astrong China. The British government would 
make their full contribution to those ends.” 

He said that thus far the foregoing was all that had developed of 

interest since Dr. Soong’s arrival in London. | 

* British Minister in the United States. 
‘For further correspondence concerning Tibet, see pp. 620 ff.
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Sir George referred also to an address delivered by Mr. Anthony 
Eden at the “Salute to China” Meeting, held in Royal Albert Hall on 
July 7,1948. Sir George pointed out that in that address Mr. Anthony 
Eden had stated: 

“From time to time our enemies suggest, either to China or to our- 
selves, that Great Britain does not wish to see China strong. 

“Such suggestions are no doubt intended to be mischievous. 
“They are, in fact, ludicrous, and I am sure that our Chinese friends 

are the first to resent them. 
“The truth is that the interest of the British Empire has always 

lain in the existence of a strong and united China. 
“So it has been in the past, so it will be in the future. 
“Without a strong and united China there is no prospect of lasting 

stability in the Far East.” 

(Copies of the speech have already been circulated in the Department. ) 
Sir George said that he hoped from time to time to bring to my 

attention items of information of interest. 
J[osepH| W. B[ALLANTINE] 

740.0011 Pacific War/3409 

The Chargé in China (Atcheson) to the Secretary of State 

No. 1450 Cuunexine, August 9, 1943. 
| [Received September 1.] 

Sir: I have the honor to enclose a copy of despatch No. 19, July 26, 
1943.5 from the Consul at Kweilin, in regard to Japanese economic 
warfare policy in south China. Material in this despatch supple- 
ments information transmitted in the Embassy’s telegram No. 1270, : 
July 23, 8 p. m.; ° in despatch No. 1419, August 3, 1948,” subject : “Con- 
ditions in Kwangtung Province”, and in airgram A-28, August 4, 
9 a. m.® 

The despatch from the Consul at Kweilin may be summarized as 
follows: 

The form of economic warfare waged by the Japanese against south 
China is simple and effective. By offering generous profits, they are 
able to obtain enormous and increasing quantities of foodstuffs and 
raw materials in exchange for superfluous manufactured goods, in- 
cluding looted products, and depreciated and often counterfeit cur- 
rency. In this activity, they are abetted by unscrupulous Chinese 
merchants and corrupt Chinese officials. The apparent major aim of 
the Japanese, in which they have been conspicuously successful, has 
been to create an artificial food shortage through blockade of imports, 

°Not printed. 
° Post, p. 434. 
" Post, p. 300. 
®° Post, p. 441.
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hoarding, and leakage to occupied territory, thus bringing about 

malignant inflation and resultant economic depression. ‘The Japan- 

ese scheme of economic warfare in south China has been as demoral- 

izing as a military occupation and successful results have been 

achieved at a minimum cost in men and money. 

Attention is invited to the last paragraph of page two of the des- 

patch, in which the Consul comments on the smuggling of salt and 

wolfram from the unoccupied to the occupied areas and in which the 

following statement appears: “Competent official observers of the 

U. S. Government have even reported having seen wolfram laden 

trucks owned by the National Resources Commission making their way 

eastward from the railhead at Kukong.” The Embassy is instructing 

the Consul to investigate further. 
Respectfully yours, Grorce ATCHESON, JR. 

740.0011 Pacific War/3379 : Telegram 

The Chargé in China (Atcheson) to the Secretary of State 

Cuunexine, August 12, 1943—3 p. m. 
[Received 4:34 p. m.] 

1435. The latest report of Japanese peace maneuvers is (a) that a 

Chinese, so far identified only by surname Liu, came here from 

Shanghai a week ago with a proposal that if the Generalissimo would 

consent to discussing peace terms, the Japanese as an earnest would 

withdraw from Canton and vicinity and (0) the Generalissimo re- 

plied that he would not give consideration to the proposal unless the 

Japanese should also withdraw from Hankow and vicinity. This 

story comes to us through a very reliable channel from an authorita- 

tive source. For that reason, we give it some credence and also be- 

cause it is not improbable that the Japanese, in the light of develop- 

ments in Europe and Southwest Pacific, may be seriously exploring 

ways to resolve the “China incident” by political means and that they 

have endeavored to lay ground work therefore by their so-called “soft 

policy” toward [Nanking]. 

The last most recent report of Japanese peace proposals was con- 

nected with Wu Kai-hsien who is now said to have returned to Nan- 

king (Embassy’s airgram A-28, August 4).° According to our in- 

formant the Generalissimo, while having no thought of making any 

kind of peace with Japanese, sometimes gives the appearance of not 

being unreceptive to such proposals because the fact that they are 

made to him gives him, against the background of the generally de- 

® Post, p. 441.
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teriorating situation here, a sense of power. We are inclined to give 
credence to this explanation. We consider the matter of interest 
chiefly because it may offer a sidelight upon the possible lines of 
thought which circumstances [are?] impelling Japanese leaders to 
follow. 

ATCHESON 

103.9166/5522 : Telegram 

The Chargé in China (Atcheson) to the Secretary of State 

Cuuncxine, August 18, 1943—11 a. m. 
[Received 10:57 p. m.]| 

1444, Embassy’s 1857, August 2, for OWI. 
1. We have hesitated to offer comment on the somewhat fantastic 

reaction here to Hanson Baldwin’s article in the August Reader’s Di- 
gest until we could submit something fairly definitive. 

This article, following Baldwin’s Vew York Times article critical 
of China’s military effort, the IPR article (our 1291) and Pear] Buck’s 
in Life about May 18, has caused resentment that is deep and bitter in 
some of the highest circles and is widespread in varying degrees. It 
has been the subject of much discussion among higher officials, of a 
special meeting of Cabinet Ministers and party heads, and of con- 
ferences between various officials and the Generalissimo and Madame 
Chiang. The importance attached to it is also indicated by Madame 
Chiang’s press statement of August 11. Baldwin’s repetition of the 
well known Japanese propaganda line that China is a geographic 
area and not a nation was especially exasperating to the Chinese, On 
the other hand, as indicated by Fisher, the legitimate criticism in the 
article has caused some quiet satisfaction in the more liberal quar- 
ters. 

Such criticism came as a great shock to reactionary Government and 
party leaders who are used to hearing China overpraised and many of 
whom have complacently believed that Americans at home were com- 
pletely duped by Chinese censorship (Embassy’s 999, June 23) and 
propaganda (including the propaganda of Madame Chiang’s visit) 
and that we, no less than the British, would do almost anything in 
wooing of China to keep her in war which, for her own sake, she has no 
intention of abandoning. | 

As example of the extremes in the situation, the Information Min- 
ister when discussing the 7%mes article on one occasion was virtually 
hysterical and his usual fluent English became unintelligible gibberish. 

Vice Foreign Minister Hoo, a cosmopolitan and experienced diplomat, 
accuses Baldwin of furthering alleged U. S. Navy desires to divert to
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the southwest Pacific aid being sent to China. Others attribute the 

article to a campaign against repeal of the Exclusion Act.?° 

9. In our opinion there is considerable possibility that continued 

public criticism will have adverse effect on our relations with the 

Chinese Government in that it will likely increase the present anti- 

foreign bias which the Generalissimo, Madame Chiang (airgram 

A-22, August 2) and others seem to have and will turn that bias more 

and more in our direction. 

3. In the expectation that Baldwin’s and the other articles may 

create widespread discussion in American editorial columns and per- 

haps bring forth further comment critical of China, we venture to 

suggest that the adverse effect upon our relations might be to some 

extent counteracted, and that any possible good effects upon the 

Chinese Government of such criticism might be enhanced, by the 

issuing by the Department of an informal statement which might 

take cognizance, in a restrained way, (1) of the unfair aspects of 

general criticism of the Chinese Government for the situation which 

various circumstances and factors have conspired to develop, (2) of 

our own relationship to the cutting off, through our involvement in 

the war, of the Burma channel to the outside world which is gen- 

erally considered the cause of some of China’s major economic difi- 

culties and which is a lasting cause of Chinese resentment against us, 

(3) of our expectations of China now and during the war, and (4) of 

our (necessary) confidence in the future with respect to China: that 

is, a statement which, by deprecating the criticism, will tend to pre- 

serve our relations on a sincerely friendly basis and which, by show- 

ing that our Government is fully aware of conditions in China and of 

the implications in those conditions, might thereby have some bene- 

ficial effects on those Chinese leaders who have become content to sit 

back and wait for us to win the war for them as well as for ourselves. 

From the point of view of our observation here, we respectfully 

suggest that such a statement might generally be along lines as 

follows: that it is easy to be critical of a distant ally in regard to 

whose serious problems the American newswriters and public have 
received little accurate information, that such criticism does not fur- 

ther the general war effort, especially when not constructive; that for 
6 years Chinese people have made untold sacrifices to maintain 

national existence against a ruthless and modernly equipped enemy ; 
that the United States was attacked by Japan because we refused 

to sacrifice a principle involving China’s interests but of course we do 
not hold this against China and the existence in China now of internal 

— * See pp. 769: ff.
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economic and other war time problems does not to any degree make 
us less friendly toward China but rather increases our own determina- 
tion to continue and increase our aid; that we appreciate the contribu- 
tion to war effort which China has already made and have full faith 
in the ability of China’s leaders to increase that effort and make it 
more effective; that we have faith in the fundamental democracy of 
Chinese people and in the ultimate wisdom of China’s leaders in their 
task of rebuilding a war torn nation [following?] the democratic 
principles of Dr. Sun Yat-sen; that we confidently expect that when 
the inevitable victory is won by increased exertion and sacrifice on 
the part of China as well as on our and the other Allies’ part, the 
Chinese nation will achieve its deserved place in the post-war family 
of collaborating nations. 

ATCHESON 

740.0011 Pacific War/3381 : Telegram 

The Chargé in China (Atcheson) to the Secretary of State 

Cuunexine, August 14, 1948—9 a. m. 
[Received 12:31 p. m.] 

1457. Embassy’s 1435, August 12,3 p.m. Some competent observ- 
ers here are of the opinion that, in giving consideration to reports of 
Japanese peace feelers on proposals, we should not be unmindful that 
since before the outbreak of Sino-Jap hostilities there have been and 
will continue to be Government officials, who favor the making of 
some kind of compromise with Japan and that their attitude and 
activities cannot be completely disregarded at any important junc- 
ture, (1) because of the anti-western bias of the Generalissimo, Mad- 
ame Chiang and a number of the reactionary leaders of the 
Government and (2) because of widespread suspicion in Chinese Gov- 
ernment circles that Great Britain will not, after the crushing of 
Germany, devote her naval and other resources wholeheartedly to 
the defeat of Japan, thus making a compromise peace between the 
Anglo-American Allies and Japan probable (this suspicion extends 
also in some quarters to the intentions of the United States). 

Incidentally Hsiung Shih-hui (Embassy’s despatch No. 1254, 
June 12) has again been mentioned to us, expressly in connection with 
the visit of Liu reported in the reference telegram, as a protagonist 
of peace with Japan. 

ATCHESON
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740.0011 Buropean War 1939/30697 : Telegram 

The Chargé in China (Atcheson) to the Secretary of State 

Cuuncxine, August 14, 1948—5 p. m. 
[Received 11:59 p. m.] 

1468. Embassy’s 1469, 14th Having in mind the already great 

mistrust here of Soviet Russian intentions (Embassy’s 1488, August 

12, 6 p. m., paragraph 2) 7 the references in this despatch in regard 

to Stalin and Soviet Russia appear to us to be almost in the nature 

of deliberate propaganda. As the dissemination of such material in 

China is unquestionably harmful to the cause of unity among the 

United Nations and therefore to the general war effort, we wonder 

whether it might not be possible without giving cause for justifiable 

complaint (especially in the light of the relentlessly and arbitrarily 

strict Chinese censorship of American news correspondents here) for 

our appropriate people at home to take steps to see that despatches 

such as the one in question, especially when their factual basis is 

nebulous, are not passed for transmission to this country. 
ATCHESON 

740.0011 European War 1939/30698 : Telegram 

The Chargé in China (Atcheson) to the Secretary of State 

Cuunexine, August 14, 1943. 
[Received August 15—4 a. m.] 

1469. Following are the first 4 paragraphs of a news despatch pur- 

portedly written by David Lu, Central News staff correspondent at 

Washington, under Washington dateline August 12: 

“Ags the Roosevelt-Churchill conference in Quebec draws near dis- 

appointment over Stalin’s absence and the non-participation of Rus- 

sia in the forthcoming talks continues to increase. There is little 

mention here or in Quebec about whether Generalissimo Chiang Kai- 

shek has been invited to participate or whether Chinese observers 

will be present at the Quebec conference.” 
London and Moscow press dispatches received here indicate that 

Stalin has been invited but that he has expressed ‘regret’ that he will 

not be able to attend owing to the present summer offensive. There 

"4 Infra. 
* Post, p. 314. 
8 This Anglo-American War Conference met at Quebec, August 11-24, 1943 

(First Quebec Conference). Mr. T. V. Soong, the Chinese Minister for Foreign 

Affairs, representing Generalissimo Chiang Kai-shek, participated in the dis- 

cussions. For joint statement by President Roosevelt and Prime Minister 

Churchill, August 24, regarding the Conference, see Department of State Bulletin, 

August 28, 1943, p. 121. The records of this Conference are scheduled for publi- 

cation in a subsequent volume of Foreign Relations.
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is still a lot of suspicion and distrust of Russia here and Moscow’s 
aloofness has caused much speculation and apprehension. The same 
old argument is advanced for Stalin’s absence: ‘Moscow is not in- 
clined to risk complications with Japan since she is still at peace with 

Tokyo. By taking part in the proceedings which most logically will 

include the Pacific war front as well as the European theater.’ 
It is further pointed out by some critics that Stalin’s absence sug- 

gests a basic lack of understanding among the United Nations mem- 
bers on the political aims of the post-war period. From this it appears 

that there would be less misunderstanding if there were a full agree- 
ment exchanged between China and the other Anglo-American 
Allies.” 

ATCHESON 

124.93 /562 

The Secretary of State to the Secretary of War (Stumson) 

Wasuineron, August 17, 1943. 

My Dear Mr. Srecrerary: Reference is made to the Department’s 

letter of July 26, 1943 in which this Department informed the War 

Department that in pursuance of the latter’s request assignments had 

been approved for detail to the staff of Lieutenant General Joseph W. 

Stilwell, Commanding General of the United States Army Forces in 

the China—Burma-—India theater, of four Foreign Service officers 

named in the letter. 
The Department feels that these assignments will assist General 

Stilwell in his theater of war in evaluating and in dealing with polit- 

ical aspects of military problems by providing him with the services 
of personnel who have had special training and experience in areas 

within his command. 
In this connection and in view of the importance of these political 

questions and of the close inter-relation between political and military 
problems especially in the areas in question, the Department is of the 
opinion that all possible steps should be taken to ensure complete 
coordination and cooperation between the diplomatic and military 
establishments in political matters related to military affairs. 

The Department feels that, in addition to the assigning of these 
officers to General Stilwell’s staff, much further good can be accom- 
plished in this direction by arranging for the direct exchange at fre- 
quent and regular intervals of views and of information between 
General Stilwell and the ranking political representatives of the 
United States in India and in China. The obvious benefits which 
would be derived from frank and comprehensive interchanges of the _ 
nature envisaged should be of great assistance to both establishments 

* See footnote 81, p. 68. 

332545—57———7
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in discharging their respective functions in connection with the prose- 
cution of the war and the working out of our long-range policies in 
that area. 

The Department believes, therefore, that it is of the utmost im- 
portance that the Commanding General of United States forces in the 
China—Burma-India theater and the ranking American political 
representatives in that area should arrange for constant liaison and 
regular consultation one with the other to the end that coordination 
and cooperation be maintained between the diplomatic and military 
establishments in China and India of this Government in political 
matters relating to military affairs. For example, the Department 
believes that the ends in view might be well served if General Stilwell 
would maintain liaison and confer with the American Ambassador at 
Chungking in regard to matters affecting political relations with 
China and similarly with the Chief of the American Mission at New 
Delhi in regard to matters affecting political relations with India. 

The Department will instruct the American Ambassador at Chung- 
king and the Chief of the American Mission at New Delhi to take all 
necessary steps to work out arrangements for such liaison and con- 
ferences with General Stilwell at which all questions of mutual con- 
cern will be thoroughly explored and discussed. At the same time and 
for the same purpose the Department requests that the War Depart- 
ment issue appropriate instructions to General Stilwell in the fore- 
going sense. 

Sincerely yours, Cornett Hoi 

740.0011 Pacific War/3427 

Memorandum of Conversation, by the Secretary of State 

[Wasuineton,] August 18, 1943. 

Dr. T. V. Soong, Foreign Minister of China, called at his request, 
having just returned from London. I inquired as to how he felt 
about the results of his visit. He promptly said that he thought they 
were good and that he was much encouraged by his trip. He stated 
that, while the British are not idealistic like the United States and 
some other countries, they did show a prompt disposition to discuss 

| frankly and reasonably each and all questions that were presented 
to them. 

Dr. Soong said that his Government feels that the four great 
nations largely directing the war should have their unity made a 
reality by taking China into the military and other conferences and 
that his Government is very earnest in this plea. 

The Foreign Minister then said that he was most desirous to take 
up with the British the question as to their plans to open up the Burma
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area, primarily from the standpoint of China. He stated that the 

British had agreed to engage in certain further military movements, 

but he did not undertake to be specific as to just where and in what 

particular territory. Dr. Soong said that his Government felt very 

strongly that it should be consulted about any fighting with Japan, 

or plans for fighting with Japan. I stated that this question is one 

of a military nature and does not come within my function. He then 

requested me to speak to the President about these matters, especially 

about his Government’s desire that the Burma area be opened up, 

and I said I would be pleased to do so. 

The Foreign Minister then said that his Government felt that it 

should be a member of the committee which deals with munitions 

assignments; that in Great Britain they are even proposing to take 

in some other European countries, including the French Committee 

of National Liberation; whereas China, one of the four large nations, 

is not a member. 
Dr. Soong said off the record that he had secured an agreement with 

the Government of Canada to furnish China with 60,000 tons of 

munitions; that these munitions were not susceptible of use by the 

United States or Great Britain, but that Mr. Lauchlin Currie had 

prevailed on the Canadian Government to abandon her agreement by 

saying that China was in a confused state at present, et cetera, and 

that the Government of Canada had so informed him. 

I told the Minister that we looked upon China as having great 

potential strength and development, politically, economically, et 

cetera, and that that development is reasonably certain in the not dis- 

tant future, and that, therefore, we are showing China every consider- 

ation at all practicable. Dr. Soong said that this was true, but that 

some other countries like Great Britain do not seem to have that idea. 
C[forpvert) H[ ot] 

740.0011 Pacific War/3428 

The Chinese Minister for Foreign Affairs (Soong) to the Secretary 

of State 

Wasuineton, August 18, 1948. 

Dear Mr. Secretary: I enclose herewith a memorandum on the 

question of China’s representation on various inter-allied committees, 

which we discussed when I saw you this morning. 

I also enclose for your information a memorandum on our assign- 

ments of Canadian munitions. While it may not be as detailed as 

my verbal discussion with you, it is an outline which includes the 

essential points. 

I am [etc. | Tsz Vun Soonc
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[Enclosure 1] 

The Chinese Minister for Foreign Affairs (Soong) to the Secretary 
| of State 

1. On many occasions the United States Government has declared 
it to be its policy that four amongst the United Nations, namely the 
United States, Great Britain, the U. S. S. R. and China, which are 
bearing the main burden of the war effort, shall also assume the re- 
sponsibility for the conduct of the war and for the maintenance of 
peace. 

2. Indeed, on one notable occasion when a joint United Nations 
agreement, that relating to Relief and Rehabilitation, was being elab- 
orated, the four Governments, upon the invitation of the U. S. De- 
partment of State, entered into protracted discussions and secured 
agreement amongst themselves before the draft instrument was pre- 
sented to other United Nations. 

8. The necessity for such prior consultations was stressed on many 
occasions in official pronouncements by the United States and British 
Governments. On no major issue, however, either relative to the con- 

| duct of the war or to preparations for the future peace, has this prac- 
tice been followed so far. 

4. Since that date there have been formed numerous inter-Allied 
agencies, civilian and military, for the daily conduct of the war and 
for the preparation of the transition from war to peace, and in each 
case their membership was limited to United States and British rep- 
resentatives, although these agencies are assumed to be acting on be- 
half of the United Nations. 

Repeated inquiries by Chinese representatives as to their participa- 
tion in these agencies have met with negative replies. Moreover, the 
Chinese representatives have not even been called upon to present 
China’s programs or plans themselves when China’s case is under 
deliberation before these agencies. On the one or two occasions when 

Chinese representatives did present statements before the Combined 
Chiefs of Staff, they were heard rather as witnesses and did not par- 
ticipate in the actual deliberations, nor were they parties to the final 
recommendations although these related to war operations of vital 
interest to China. 

5. While the assumed existence of the Four Power leadership con- 
tinued to be emphasized by American and British officials, no Chinese 
representative was invited to the Casablanca or Washington confer- 
ences at which plans were adopted affecting the China theatre of war 
of the United Nations, over which Generalissimo Chiang Kai-shek is 
insupremecommand. These decisions were only communicated after- 
wards and the consequential misunderstandings in the interpretation
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of the commitments made to China would have been avoided, had a 

procedure for genuine joint collaboration been established and acted 

upon. 
6. While the Chinese Government fully appreciates the courtesy of 

being informed in informal conversations of some of the matters un- 

der discussion between the United States and British Governments, 

yet in its view this procedure falls far short of the political consulta- 

tion which is implied by its membership of the group of Four leading 

powers, and which was followed in regard to “Relief and Rehabili- 

tation.” 
7. The new war situation in Europe and the new strategy against 

Japan are now again under review by the United States and British 

Governments at Quebec. Their conclusions will affect the future 

structure of world relationship and of post-war alignments. The 

Chinese Government can no longer hide from its people, whose will 

determined the decision to oppose Japan in 1937, and from the army, 

the fact that China is not a party to either the consultations or the 

decisions for the conduct of Allied war operations and Allied peace 

plans. 
8. The Chinese Government therefore in all earnestness proposes 

_ that: 

(a) existing joint and combined agencies, such as the Munitions 

Assignment Board, be enlarged to include Chinese representation on 
a footing of equality ; 

(6) inter-Allied machinery, with equal Chinese representation, be 

created with a view to insuring coordination of efforts to carry into 
effect all decisions jointly reached ; 

(c) upon the occasion of the Quebec Conference a joint declaration 
be made in the above sense. 

[Wasuineron, | August 18, 1948. 

[Enclosure 2] | | 

The Chinese Minister for Foreign Affairs (Soong) to the 

Secretary of State 

MemoraNnpum Recarpine CANADIAN MUNITIONS 

Many months ago the Chinese Government approached the Cana- 

dian Government for aid in supplying munitions under their Mutual 

Aid Plan. A definite program, embracing nearly 60,000 tons of 

ordnance and supplies for the next year, was mutually agreed upon 

between myself representing the Chinese Government, and Mr. Howe, 

the Canadian Minister of Munitions. The program received the 

official sanction of the Canadian Government, and orders have been 

actually placed by them.
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None of these munitions would involve taking away any essential 
supply of munitions required by the U.S. or British armies. Shipping 
for these supplies to India (where the Chinese Government intend to 
keep a stock pile of these goods until the Burma Road or some alter- 
nate route, such as the Iranian Highway through Central Asia, could 
be developed) are likewise available. 

On various pretexts, technicalities were advanced by the American 
authorities through Dr. Lauchlin Currie to have the Canadian Gov- 
ernment either stop or curtail these supplies. 

The Secretary is earnestly requested to approach the President to 
give instructions that all objections, which are indeed not in line with 
the broad and generous friendship of the United States for China, be 
withdrawn. 

[Wasuineton,] August 18, 1943. 

711.93/537 CO 

Memorandum. of Conversation, by the Adviser on Political Relations 
(Hornbeck) 

[WasHineron,] August 19, 1948. 
I called on Dr. Soong at his home last evening, and there ensued 

between us a lengthy conversation. 
Dr. Soong said that he had enjoyed his recent trip to London. He 

said that he had acquired for the first time confidence that the British 
could be relied on to fight with full vigor until victory over the Japan- 
ese has been gained; they have given him emphatic assurances and 
have explained to him their plans and intentions; he was sure that 
they had abandoned their erstwhile political affection for the Japanese. 

In continuance Dr. Soong made a very interesting observation to 
the effect that discussion of policies and procedures with the British 
is very different from discussion of similar subjects with American 
officialdom. Americans, he said, begin with principles and discuss 
possibilities and courses in the light thereof, with a certain emotional 
accompaniment. The British, he said, are matter-of-fact, “realistic”, 
unemotional and they have constantly in mind the question of quid 
Pro quo. 

Dr. Soong said that he had had a conversation with the Secretary 
yesterday, earlier in the day, and that he wanted to inform me about 
something of which he had given the Secretary an account. He then 
gave me an account of the agreement which he had made with the 
Canadian Government for the supplying to China of 60,000 tons of 
military materials and of interference by certain American officials 
or officers—of which account I have made record in a separate 
memorandum.”® 

* Not printed.
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I then said that, not having had a chat with Dr. Soong for some 

time, I had accumulated several topics regarding which I wished to 

speak to him. 
I handed him a copy of a press report from a Russian source in 

which examination was made and emphasis was laid on an estimate 

that 38,000,000 Russians had had to leave their homes in consequence 

of the ravages of war on the German front. I also handed him a copy 

of an excerpt from a radio bulletin wherein attention had been called 

to the disparity in numbers between personnel of British Foreign 

Services and personnel of Chinese Foreign Services. Dr. Soong 

commented on this to the effect that the Chinese Diplomatic Service 

was terribly short-handed, especially in the lower brackets and the 

clerical fields, and he remarked that China must give attention to 

the training of adequate personnel. 

I then said that there had been recently, as Dr. Soong probably had 

noticed, a great deal of “chatter” in some quarters about alleged ten- 

sion between the Chinese National Government and the Chinese Com- 

munists. Dr. Soong remarked that he had observed this. I said that 

Dr. Soong would remember a conversation which he and Ambassador 

Hu Shih and Mr. Hamilton and I had had many months ago” at a 

time when the press had been full of items on that subject. Dr. Soong 

said that he recalled that conversation. I said that the feeling of the 

Department of State about the whole matter was now what it had 

been then: that Dr. Soong would perhaps recall that Mr. Earl 

Browder #8 had made some charges against the Department of State 
some months ago in relation to this subject, and that the Under Sec- 
retary had talked to Mr. Browder,” had refuted those charges, had 
stated what was this Government’s attitude, and that Mr. Browder 
had thereupon made a retraction. Dr. Soong said that he remembered 
this also. I said that we had recently received information from 
Chungking that an official agent of another power had alleged to 
an American officer that the American and the British Governments 
were urgently pressing upon the Chinese Government a course of | 
action regarding the Communists; and that I wanted to say that any 
allegation that the American Government was thus proceeding was 
false. I then gave Dr. Soong a copy of the statement which Mr. 
Welles had made to Mr. Browder; and I said that that statement 
was accurately expressive of the official opinion of the American Gov- 
ernment; that so far as the Department of State is concerned we do 
not entertain apprehension of an armed clash in the near future be- 

% See memorandum of March 7, 1941, by the Chief of the Division of Far 
Eastern Affairs, Foreign Relations, 1941, vol. v, p. 610. 

_ General Secretary of the Communist Party in the United States. 
_ October 12, 1942; for correspondence, see Foreign Relations, 1942, China,
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tween the Chinese National Government and the Chinese Communists; 
that we have never concealed expression of hope on our part that 
civil strife in China—as elsewhere—will be avoided, but we have 
scrupulously refrained from urging upon the Chinese Government 
any particular course of action in connection with or in regard to 
matters of Chinese international politics. Dr. Soong said that he 
was sure that he had for some time past accurately understood the 
official position of the American Government on these points. He 
said that some weeks ago a highly placed American military authority 
(whom he named) had informed him of receipt by that office of a 
report circumstantially stating that the Chinese National Govern- 
ment was planning to make an attack on the Chinese Communists on 
or about August 15, and that that officer, who is friendly to China, 
had expressed to him, Soong, solicitude and had emphasized the detri- 
ment that would accrue to the position and effort of the United Nations 
were a civil armed conflict to break out in China. Dr. Soong said 
that this officer had spoken in good faith and with good intent on the 
basis of misinformation given him from some source which must in 
turn have been misinformed. He, Soong, wondered whether these 
things originated from Russian sources. He, Soong, could assure 
me that the National Government has no present intention of forc- 
ing the issue with the Communists. He, Soong, felt no present 
uneasiness on this score. And, he, Soong, appreciated the State De- 
partment’s calm view and correct attitude regarding the subject. 

I then said that there was another matter about which there had 
recently been, unfortunately, a good deal of unnecessary, not to say 
harmful, “chatter” : namely, a small flood of critical articles expatiat- 
ing unfavorably on the subject of Chinese military performance and 
capacities. I mentioned several such articles and asked whether Dr. 
Soong had read them. In each case Dr. Soong replied in the affirma- 
tive. I then asked whether he had read Rodney Gilbert’s two articles 
of recent date in the Vew York Herald Tribune. Dr. Soong replied 
that he had, and that he was pleased with and especially interested in 
those articles because he remembered that some years ago Mr. Gilbert 
had written a book severely critical of China. There followed some 
discussion of the points of view of some of the writers under reference, 
the substance of some of the articles, and the sources and the motiva- - 
tion of various of the statements which they carried. In the course of 
this discussion, Dr. Soong mentioned Mr. Gilbert’s comments upon 
military observers and mentioned critically one American officer by 
name. I said that I had brought this subject up in order to suggest 
to Dr. Soong that, although this little flood of adverse criticism must 
be and is known to be distasteful to the Chinese, especially in official
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circles in Chungking, it ought not be taken too seriously; it must be 

remembered that a number of Chinese have said a lot of harshly 

critical things about the United States during recent years and es- 

pecially since Pearl Harbor; that it must also be recalled that there 

has existed in Chungking a pretty severe censorship, in the presence 

of which, when news critical in character does leak out, there is a 

tendency for publicists to make the most of it; and that the thing that 

is really important is not what a few critics say but what is the opinion 

of those persons in official circles who have the responsibility of making 

- decisions. I suggested that Dr. Soong suggest to his official associates 

that we must all try to see these things in perspective and on balance. 

I remarked that the Chinese censorship apparently tries to impose 

some worthwhile restrictions, for instance the prohibition upon export 

of Chinese criticism of allies; and I said that I wished our censorship 

might be as effective in a similar direction as it is in some perhaps 

less important fields. Dr. Soong appeared to be arriving at a revised 

concept of what should be the Chinese reaction to the type of criticism 

which was under discussion. I endeavored to clinch the point by re- 

_ ferring to the traditional impression that the Chinese as a nation 
react cheerfully or with indifference to criticism which they believe 

to be unwarranted, in contrast to the hyper-sensitiveness of a near 

neighbor of theirs which has been terrifically sensitive to any and all 
types of criticism. 

The conversation having reached this point, I said that there were 
other subjects which I still wanted to discuss but which were not of 
immediate or urgent concern, but the hour was growing late and that 
it might be well to “call this a day”. Dr. Soong said that there were 
also other matters about which he would like to talk and that we 
must get together again soon and continue therewith. 

Addendum: 
In the course of the conversation Dr. Soong made a number of 

observations indicative of gratification on his part over progress that 
is being made in supplying airplanes to China and over the improve- 
ment in the situation as regards China’s defense. He said that the 
airfields in Assam are rapidly being improved; that planes are now 
being supplied to the Chinese air force and General Chennault; that 
China’s defensive position is, thanks to these developments, now secure. 

I took occasion to inform Dr. Soong of our views and effort in 
regard to the question of allocating five additional planes to CNAC; ” 
and I asked whether Dr. Soong would wish to offer any comment re- 
garding the desirability of our persevering in or desisting from effort 
in that connection. Dr. Soong replied that he felt that CNAC hada 

* China National Aviation Corporation; for further correspondence on this 
subject, see pp. 661 ff.
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real need for those planes; that acquisition of those planes by CNAC 
would be helpful from every point of view; that the Chinese greatly 
appreciate the service which CNAC has rendered and is rendering. 
He expressly mentioned their appreciation of Mr, Bond and of his 
spirit of cooperativeness. He said that “CNAC should by all means 
have these planes if it is at all possible’. I asked whether, in the 
event of the allocation being affected, there would be any assurance 
that Chinese authorities might not transfer these planes away from 
CNAC. Dr. Soong replied that he thought there need be no appre- 
hension on that point; that the Chinese authorities wanted CNAC to 
have additional planes; and that if any trouble should by chance arise, 
he would be willing to intervene on CNAC’s behalf. He then ex- 
pressed emphatically an appreciation of General Chennault, Chen- 
nault’s services, and the effective cooperation which prevails between 
Chennault and Chinese authorities. 

S[taniry]| K. H[ornpecx ] 

893.154/469 

Memorandum by the Adviser on Political Relations (Hornbeck) to 
the Secretary of State 

[| Wasuineton,] August 19, 1948. 

Mr. SEecrETarRy: Important among the questions which it may be 
assumed will come in for some discussion at Quebec is the question of 
campaign for the re-conquest of Burma, or at least a part of Burma, 
toward the objective of reopening the Burma Road into China. 

In the opinion of Far Eastern officers of the Department, it is 
highly desirable from a political point of view that plans for proceed- 
ing with this operation be implemented and proceeded with at the 
earliest possible moment after the end of the present monsoon, (i. e. 
this Fall) and that nothing be permitted to occur which would give 
the Chinese the impression that this campaign is being arbitrarily 
delayed or deferred. 

S[tanuey]| K., H[ornpecx | 

103.9166/5522 : Telegram 

Lhe Acting Secretary of State to the Chargé in China (Atcheson) 

Wasuineton, August 20, 1948—10 p. m. 

1153. Department appreciates receiving comment contained in 
your 1444, August 18, 11 a. m. and is considering your suggestion for
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action.22 In your contacts with Chinese you may take the opportunity 

to point out again that the Department does not presume to exercise 

control over press writers in this country and does not assume respon- 

sibility for what they write. With specific reference to Baldwin’s 
article, you may say that it of course in no wise represents the thought 
and feeling of the high responsible authorities of this Government. 
There will follow a telegram giving paraphrased excerpts of a press 
article in reply to Baldwin and to several other adverse critics. 

WELLES 

740.0011 Pacific War/3392a ;: Telegram 

The Acting Secretary of State to the Chargé in China (Atcheson) 

Wasuineton, August 20, 1943. 

1152. Following are paraphrased excerpts of an article by Rodney 
Gilbert which appeared in the August 16 issue of the New York 
Herald Tribune: Baldwin has made himself a sounding board for 
all the idle gossip about Chinese military ineptitude that have filtered 
into Washington. If the drives into unoccupied China from which 
the Japanese come tumbling back with great loss of life and equip- 
ment are simply “reconnaissance forays” a map of the present position 
in China will show that they suffer great inconveniences and dangers, 
a situation which Gilbert defies the strategists to explain. From free 
choice, according to the absurd theory represented in Baldwin’s article, 
the Japanese do without rich sources of materials such as tungsten, 
tin, antimony, et cetera, which one would suppose that their war 
industries would be glad to have. According to this “poisonous non- 
sense” the Japanese have been in control of the termini of 3 trunk 
railroads for 5 years but have been content to let the Chinese re- 
main in possession of the middle sections. Listing the widespread 
areas of unoccupied China such as Yunnan, sections of eastern and 
central China, Hunan, et cetera, occupation of which might reason- 
ably be expected to profit and strengthen Japan, Gilbert points out 
that nothing stands in the way of such occupation but Chinese sol- 
diery, in encounters with which the Japanese have had some of their 
“invaluable training”. He makes it clear that, while Chinese resist- 

ance may not be of a character to appeal to some types of western 
military mind, it has nevertheless been an effective embarrassment 
and barrier to Japan, is now, and will be in the future if supplies can 
be brought into China. 

WELLES 

“In line with this suggestion the Secretary of State made a public statement 
on September 17, 1943, Department of State Bulletin, September 18, 1943, p. 179.
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893.248/282 

The Chargé in China (Atcheson) to the Secretary of State 

No. 1495 Cuunexine, August 21, 1943. 
[Received September 18. | 

Sir: I have the honor to transmit herewith a copy of despatch no. 
116, August 11, 1943,?4 from the Embassy officer at Chengtu, on the 
subject of the skill of Chinese aircraft repair crews. 

Mr. Smith reports that, according to two American technical repre- 
sentatives with the U.S. Army who recently visited Chengtu, Chinese 
aircraft repair crews display considerable mechanical skill and have 
benefitted greatly from the basic mechanical training given them by 
Russian advisers during the past five years. The American experts 
consider that these crews are capable of servicing American aircraft 
and are convinced that the development of civil aviation in China 
after the war will not be handicapped by the lack of trained and 
capable mechanics. 

Respectfully yours, Grorce ATCHESON, JR. 

740.0011 Pacific War/3394 : Telegram 

The Chargé in China (Atcheson) to the Secretary of State 

Cuunexine, August 23, 1943—4 p. m. 
[Received August 23—3:40 p. m.]| 

1547. Chungking was raided this morning by some 22 Japanese 
planes which flew over the city but apparently dropped bombs only 
in the outskirts near a small arsenal. Some defense by Chinese 
planes. While Japanese reconnaissance planes have come over oc- 
casionally, this is first actual raid since September 1941. 

ATCHESON 

893.00/15101a 

The Secretary of State to the Secretary of War (Stimson) 

Wasuineron, August 26, 1943.. 
My Dear Mr. Secretary: The article written by Hanson Baldwin 

entitled “Too Much Wishful Thinking About China” which appeared 
in the August issue of the Reader’s Digest has no doubt been brought 
to your attention and you have probably heard something of the 
reaction to this highly critical—uncomplimentary—discussion of 
China’s past and present military effort and military potential. 

4 Not printed. oo |
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In a signed article in the August 16 issue of the Vew York H erald 

Tribune Mr. Rodney Gilbert, “an old China hand” and by no means a 

sentimentalist about China (he is the author of What’s Wrong with 

China?) , takes issue with the “absurd theory” for which Mr. Baldwin 

makes himself the spokesman, and the Herald Tribune editorially 

supports Mr. Gilbert. 
Mr. Gilbert states that the source of the military gossip about China 

as reflected in Mr. Baldwin’s article is Washington, “Where desk men 

of high rank in the various offices of the fighting forces meet all the 

boys who come back from the Far East and piece together from their 

lightly told anecdotes of hit or miss Chinese ways, a pattern of hope- 

less inefficiency, graft, misleading Chinese propaganda, and fumbling 

of opportunities.” Mr. Gilbert states that Mr. Baldwin, who has 

never been in China, has made himself “a sounding board for all the 

idle gossip about Chinese military ineptitude that has filtered into 

Washington... .”* 
The reaction in China to Mr. Baldwin’s article has been most un- 

fortunate. The Chinese—and I think rightly—have deeply resented 

Mr. Baldwin’s unreserved, unsympathetic and in many respects, un- 

sound analysis of the Chinese military position. The 7’a Kung Pao, 

most influential paper in China, states “ ... we cannot but feel 

indignant because his (Baldwin’s) words have not only caused him 

loss of prestige as a commentator but also have insulted China and 

her people... When her (China’s) independence is interfered 

with ... she fights to protect her independence and freedom and 

fight to the last she must.” The Hsin Hua Jih Pao (Communist 
Party daily newspaper published in Chungking) terms Mr. Baldwin’s 
statement that “China is not a nation in our sense of the word but a 

geographer’s expression” not only criticism but purposeful slander 

disclosing his own ignorance. 
Our Embassy at Chungking has informed the Department that Mr. 

Baldwin’s article has caused resentment in China that is deep and 

bitter and wide-spread. The Embassy states that the article has been 

the subject of discussion at a special meeting of Cabinet ministers and 
party leaders and of a conference held by Generalissimo and Madame 
Chiang with various high Chinese officials. The Embassy expresses 
the opinion that continued public criticism of China may have an 
adverse effect on our relations with the Chinese Government. 
My purpose in writing to you about this matter is not to take issue 

with Mr. Baldwin or to go into the subject of what is fact and what 
is not fact with regard to Chinese military performance and Chinese 
military potential. I wish rather to bring to your attention—if you 

25 Omissions in this document indicated in the original.
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have not already noticed it—the suggestion made by Mr. Gilbert that 
military men in Washington are the source and inspiration of Mr. 
Baldwin’s statements and theories regarding these subjects, for which 
suggestion it is believed, both from external and from internal evi- 
dence, that there may be some basis of fact. I venture to believe that, 
in the interest of our relations with China, both political and military, 
as a friend and ally, you would wish to consider the implications of 
Mr. Gilbert’s suggestion and, whether it is or is not warranted by 
developments in the past, to take appropriate steps toward insuring 
against its being warranted as regards the future. 

Sincerely yours, Corpett Hunn 

893.154/474 

Memorandum of Conversation, by Mr. Augustus S. Chase of the 
Division of Far Eastern Affairs | 

[Wasuincron,] August 26, 1943. 

Participants: Lieutenant Colonel M. E. Sheahan, U. 8. Army. 
Mr. Ballantine. 
Mr. Chase. 

(It will be recalled that Sheahan in 1939 and 1940 headed an Amer- 
ican commission which at the invitation of the Chinese Government 
toured China and made recommendations for the improvement of the 
Chinese transportation system. Since then he has been with General 
Stilwell’s command, working on transportation problems. He is un- 
derstood to be a very capable officer whose opinions are of great 
value. ) 

Lieutenant Colonel Sheahan called in response to an invitation. 
The opportunity was taken to obtain information from him on a num- 
ber of aspects of China’s transportation problems and related ques- 
tions. His observations and views may be summarized as follows: 

| The practicable steps which it is vitally necessary to take to rebuild 
China’s broken-down transportation system continue to be those 
which Lieutenant Colonel Sheahan recommended in 1939. Road 
maintenance and improvement, and the rehabilitation of native means 
of transport (river junks, human carriers, et cetera), which can han- 
dle a very large volume of traffic, are especially important; and a 
more centralized control should be established to reduce graft and 
promote efficiency. Other necessary steps include the acquisition of 
more substantial trucks, and the repair of some 10,000 immobilized 
broken-down trucks (for which, Lieutenant Colonel Sheahan believes, 
there are fairly adequate supplies of spare parts already available in 
India and China).
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The establishment of an American transportation advisory office at 

Chungking would help a great deal in forwarding the work of rehabil- 

itating China’s transportation system provided that the Chinese 
would prove cooperative. Chinese have in fact intimated to Lieu- 
tenant Colonel Sheahan that his services as an adviser are desired, 
but his military duties would prevent his accepting such a position. 

In any case it is most important to encourage the Chinese them- 

selves to do everything possible to solve their transportation prob- 

lems—and especially to repair and improve the road system in the 

region between Kunming and Japanese-occupied areas on which fu- 

ture military operations will probably depend to a large extent. Lieu- 

tenant Colonel Sheahan has the impression that the Ministry of Com- 

munications under Tseng Yang-fu is taking a step in the right direc- 

tion by establishing a more centralized control over transportation. 

The Chinese, considering their handicaps, have not done so badly in 

the maintenance of transportation equipment. The heavy mortality 

of trucks has been due less to the inefficiency of Chinese mechanics 
than to the cheap construction of the trucks resulting from the fact 

that the Government, instead of purchasing finished American vehi- 

cles, purchased only skeleton chassis and completed the trucks with 

inferior Chinese technique and materials. 

Lieutenant Colonel Sheahan estimates that, following the recapture 

of the Burma Road, it will take about three months to prepare the 

China section of the road for operation. Restoration of traffic on the 

Burma section will be more difficult in view of the greater destruction 

suffered by the railway and road in that area, but with the reconquest 

of northern Burma it will be possible to establish a direct route from 

Calcutta to the western end of the Chinese section which can be used in 

lieu of the route from Rangoon. Considerable use can be made of 
river transportation on the Brahmaputra. It is planned to put 

through a pipe line from Burma to Kunming, which will carry avia- 

tion gasoline. In the opinion of Lieutenant Colonel Sheahan, the 
psychological effects of the reopening of the Burma Road will benefit 
China more than the road’s actual transportation value. 

With regard to the report that British experts are undertaking 
maintenance work on the Iran-U. 8S. 8. R.-Sinkiang route, Lieuten- 
ant Colonel Sheahan feels that it would be preferable for Americans 
to handle this work, especially in view of the strong anti-British sen- 
timent in the Iran area. The present volume of traffic over the Rus- 
sian route is about 2,000 tons a month and it is hoped that this figure 
can be doubled. The possibilities of the Tibetan route are extremely 
limited. | 

In response to an inquiry as to the possibility of getting relief sup- 
plies into China, Lieutenant Colonel Sheahan said that, in view of
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the transportation bottleneck and of the necessity of according prior- 
ity to military supplies, he feared that the delivery of relief supplies, 
despite its unquestionable urgency, would have to be deferred for a 
long period. 

Lieutenant Colonel Sheahan, while heading his commission for the 
study of China’s transportation system in 1989 and 1940, experienced 
considerable difficulties as a result of the friction between the groups ~ 
headed by Dr. H. H. Kung and Mr. T. V. Soong with which he had to 
deal, and he believes that any American who might be appointed as a 
transportation adviser will have to be very careful to avoid becoming 
involved in differences between these two groups. 

Lieutenant Colonel Sheahan feels that relations between the Amer- 
icans and the British in India have tended to improve somewhat. 
There has been a tendency on the part of some Americans to deal di- 
rectly with the Indians rather than through the British. On the 
whole the British have been surprisingly tolerant of this practice. 

103.9166/5975 : Airgram 

The Chargé in China (Atcheson) to the Secretary of State 

Cuuncxine, August 26, 1943. 
[Received September 11—11 a. m.] 

A-40. Embassy’s 1444, August 13, 11 a. m. Hanson Baldwin’s 
article in the August Reader’s Digest continues to be a subject of 
lively discussion in Chinese circles and of angry comment in the con- 
trolled Chinese press. 

As an example of the reaction among the more liberal circles, it is 
reliably reported that Dr. Sun Fo recently made a speech at a Legis- 
lative Yuan meeting in which he criticized the Chinese Government’s 
present lack of guiding aims and principles and cited in support of his 
criticism Pearl Buck’s article in Zife, Bisson’s article and the two 
Baldwin articles; Sun Fo pointed out that as Mrs. Buck is well known 
as a staunch friend of China her criticism cannot be deemed un- 
friendly and that as she knows China well she cannot be dismissed as 
uninformed. According to one informant, the articles have to some 
extent strengthened the hands of the liberals within the Chinese 
Government by reinforcing their criticism of Fascist trends and of 
the resultant lowering of morale within the administration. 

I have had some informal discussion of the Digest article, and also 
of the other articles, with a number of Chinese officials, at my own 
initiative on occasions which seemed appropriate and sometimes on 
their initiative. Among these officials were Dr. Kung, Sun Fo, 
K. C. Wu (Acting Foreign Minister) and Wang Shih-chieh (Secre-
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tary General of the Central Planning Board and former Minister of 

Information and Minister of Education). In reply to inquiries as 

to the cause of this “wave of criticism” in the United States, I have 

suggested, when it seemed likely that frankness would be appreciated, 

that any out-of-focus statements in the articles might be in part a 

result of a censorship which prevented comprehensive and accurate 

information regarding the situation in China from reaching the 

United States and other countries abroad. It is my impression that 

the officials with whom I talked have for the most part been inclined 

to find some validity in this point of view but there has so far come 

to our attention only one instance of any real relaxation of censorship. 

On August 16 or 17, the Vew York Times and the United Press corre- 

spondents were permitted to telegraph despatches in regard to the 

Kuomintang-Communist situation—the first despatches on that sub- 

ject permitted release except for one reportedly very biased in favor 

of the Kuomintang which was written by the Chinese correspondent 

of Reuter’s by special permission and possibly by direction (Em- 

bassy’s despatch no. 1415, August 2, paragraph 2). The New York 

Times correspondent showed me his despatch as censored and while 

references to both the justified and unjustified complaints of the Com- 

munists against the administration were among the items deleted, the 

article on the whole gave a fairly good background picture of the 

situation. 
Nothing, however, has occurred to alter our view that criticism 

in the American press of China, whether or not justified, cannot help 

but have adverse effects upon our relations until and unless the re- 

actionary Chinese leaders acquire something of an objective point of 

view as to the realities of the world situation and the part that China 

is playing, or should play, therein. Indeed, in their present state of 

extreme sensitiveness, and with their deeply ingrained slavishness to 

considerations of face, the more justifiable the criticism may be the 

more likely is resentment to be increased. 
ATCHESON 

124.98/570 

The Acting Secretary of War (Lovett) to the Secretary of State 

Wasuineron, August 28, 1943. 

Dear Mr. Secrerary: Receipt is acknowledged of your letter 

dated August 17, 1948, indicating the desirability, in addition to the 

recent assignment of four Foreign Service Officers to the Command- 

ing General, U. S. Army Forces, China~Burma—India Theater, of 
close cooperation being arranged between the U. S. Diplomatic and 

382545—57—_8
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Military Establishments in China and India, and requesting that 
General Stilwell be instructed with respect thereto. 

Cooperation between these establishments has been common prac- 
tice in the past. Nevertheless, the War Department is in accord with 
the views of the Department of State that it is important that con- 
stant and regular consultation and liaison on political matter[s] re- 
lated to military affairs be arranged. 

Appropriate instructions are accordingly being issued to General 
Stilwell so that, subject to military requirements, whatever arrange- 
ments are necessary to carry out the intent and purpose of your letter 
be put into effect. 

Sincerely yours, Rosert A. Lovett 

740.0011 Pacific War/3410: Telegram 

The Chargé in China (Atcheson) to the Secretary of State 

Cuunexine, August 30, 1943—2 p. m. 
[ Received September 1—4: 10 p. m.] 

1595. During conversation which the British Ambassador and I 
had with Chiang Kai-shek August 29, Chiang stated that he welcomed 
Mountbatten’s ?? appointment. 

ATCHESON 

740.0011 Pacific War/3450 

The Chargé in China (Atcheson) to the Secretary of State 

No. 1528 Cuunexine, August 31, 1943. 

[Received September 18. ] 

Sir: I have the honor to refer to the Embassy’s telegrams no. 1233, 
July 20, 11 a. m. and no. 1221, July 19, 9 a. m., in regard to the use of 
puppet troops in the fighting during May and June in the Ichang and 
the Tungting Lake regions, and to enclose an excerpt from a recent re- 
port by the Military Attaché (no. 375, August 24, 1943) on the subject 
of the strength and disposition of puppet troops in China.” 

Contained in the excerpt is a discussion of the use of puppet troops 
in north China, in central China and in south China. According to 
the Military Attaché, while the main duties of puppet troops in north 
and central China are those of garrison and police activity, there have 
been reports of fighting between puppets and units of the Chinese New 

* Vice Admiral Lord Louis Mountbatten, appointed Supreme Allied Com- 
mander, Southeast Asia. 

* Wnclosure not printed.
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Fourth Army (Communist), especially in Shansi and eastern Hopei, 
and, as previously reported, puppet troops were employed in the May 
and June fighting. In south China, the Military Attaché states, 
another group of puppets has come into existence, following the 
Japanese occupation of Kwangchow-wan; these troops are used for 
defense purposes to secure the coast of Kwangtung for the protection 
of Japanese shipping. He states that in the May and June operations 
in the Tungting Lake region about two-thirds of the Japanese con- 
tingents were Manchurian or Korean puppets, although all officers and 

all machine-gunners were Japanese. 
As regards the strength of the puppet troops, the Military Attaché 

states that no accurate figures are available but that a rough estimate 
would be about 100,000 for north China, 500,000 for Wang Ching-wel, 
and some 3,000 for south China, making a total of 603,000. 

The Military Attaché points out that accurate information in re- 
gard to puppet troops, their designations, strengths, commanders, et 
cetera, is very difficult to obtain; that Chinese Intelligence agencies 
are reluctant to report on these units; and that Japanese reports 
monitored from radio broadcasts are colored for obvious propaganda 
purposes. He adds that it is, however, significant that Chinese Intel- 
ligence reports of late contain more information in regard to the activ- 
ity of puppet troops—an indication that their use is assuming greater 
importance and that the reorganization of puppet units by the 
Japanese is beginning to bear fruit. 

Respectfully yours, GrorceE ATCHESON, JR. 

740.0011 Pacific War/8439 

Memorandum of Conversation, by the Secretary of State 

[WasHIneTon,] September 2, 1943. 

The Chinese Foreign Minister called at his request. I proceeded 
first to felicitate him on the splendid situation which developed at 
Quebec in relation to more recognition and more attention to the Far 

East in the war, including a plan to reopen the Burma Road. I said 
my felicitations go to him, the Generalissimo and Madam Chiang Kai- 
shek, who have labored so valiantly. Dr. Soong said that he planned 
to return home about the 20th of this month and that he would be 
pleased if I would bring him up to date on all matters relating to 
the war situation of interest to China and also any documents relating 

to the post-war situation. I replied that I would be only too glad 
to do so. 

I then proceeded to give Dr. Soong the substance of our draft of 
a proposed Four Power interim or transition agreement. I need
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not repeat this analysis here. I said that very soon when some of its 
details were perfected and the matter was passed on by the President 
I would undertake to get a very confidential copy to him.” I empha- 
sized the supreme need for secrecy. He expressed his special gratifica- 
tion. He was also thankful to the State Department for the attention 
some of us have given to Chinese affairs and to the special requests 
of the Foreign Minister, during recent weeks in particular. 

Dr. Soong then referred to his conversation with Mr. Lauchlin 
Currie some weeks ago about the 40,000 tons of munitions promised 
China by Canada and later revoked by Canada at the request of Mr. 
Currie. Dr. Soong thanked me for mentioning this to the President 
at Quebec and said that he followed this up with a talk with the Presi- 
dent which was satisfactory. . 

Dr. Soong then brought up two requests of his Government hereto- 
fore made, one, for China to be represented on the Combined General 
Staff with her member located here in Washington, and also the stand- 
ing request of China to become a member of the Munitions Commis- 
sion. At his request I said I would be glad to mention them to the 
President and Mr. Churchill this week if I am given a chance. He 
was very appreciative in each instance. 

C[orpett| H[ v1] 

893.24/1658 

Memorandum by the Adviser on Political Relations (Hornbeck) to the 
Secretary of State 

[Wasuineton,| September 8, 1948. 
Mr. Secrerary: 1. Referring to the next to the last paragraph of 

your memorandum of conversation with Dr. Soong of September 2: 
Mr. Hiss *° and I have been looking into the question of the Ca- 

nadian promise to send munitions to China. We find that the ques- 
tion of that promise was quickly gotten into the hands of the Joint 
War Aid Committee—U.S.-Canada—as Dr. Soong might well have 
and probably did know that it would—and that that Committee has 
been considering the whole question from point of view of coordina- 
tion, available transportation, timing, etc. This Department is now 
represented on that Committee by Mr. Hickerson * but this representa- 
tion has been achieved only very recently. The Committee has already 
approved release of something over 7,000 tons of the munitions in ques- 
tion, and expects to release further amounts when and as release 

For text of copy handed on September 21 to Dr. Soong by the Adviser on 
Political Relations (Hornbeck), see p. 820. 

* Alger Hiss, Assistant to Mr. Hornbeck. 
* John D. Hickerson, Assistant Chief of the Division of European Affairs.
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seems practicable. There is an all-influencing difference of opinion 

between Dr. Soong on the one hand and the American and Canadian 
officials who have the say so on the other hand regarding the question 
of transportation between Assam and China and the question of size, 
safeguarding and liquidation of stock piles in Assam. In that con- 
nection, Dr. Soong seems perhaps overly sanguine and the Canadian 
and American officials who have the say so seem perhaps unduly con- 

servative. Pressure by the President upon the latter might perhaps 

cause them to see the possibilities in a somewhat less conservative 
light. Also, recent reports indicate that the existing stock piles in 

Assam, for the safeguarding of which the U. S. Army is responsible, | 
are deteriorating from obvious neglect. A few words on that subject 
by the President might help toward improving that situation. 

2. With regard to the last paragraph of your same memorandum: 
It may with ample warrant be doubted whether the time has yet 

come when it would be practicable for the British and U. 8. General 
Staffs to accord to China a place on the Combined General Staff. 
It would seem, however, that the time has come when China’s standing 
request for representation on the Combined Munitions Board might 
to advantage be given favorable consideration. There are, of course, 

substantial reasons which can be advanced for keeping the Combined 

- Munitions Board an exclusively American and British organization ; 

but, on the other hand, from a political point of view and from point 
of view of facilitating administration and of applying in practice the 
principle of cooperation in the military effort, there are weighty 

considerations pro giving the Chinese a membership representation on 
that board. This question should have the President’s consideration 
in his capacity as Commander-in-Chief and his capacity as ultimate 
arbiter of questions of foreign relations. 

S[rantey] K. H[orneecx ] 

740.0011 Pacific War/3419 : Telegram 

The Chargé in China (Atcheson) to the Secretary of State 

CuuNncxKING, September 7, 19438—4 p. m. 
[Received 11:05 p. m.] 

1649. Recent Allied victories have had a noticeably good effect on 

morale of the Chinese oligarchy of officials, bankers e¢ al. The scenes 

of victory are however too distant to inspire Chinese Government and 

people to bestir themselves to increase China’s war effort which re- 

mains, as it has for so long, negative in the sense that resistance is 

negative as compared to offensive action. The Chinese continue to 

wait for the Allies (chiefly the United States) to defeat Japan.
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First hope of an early turn of fortune for China seems for most 
Chinese leaders to lie in recapture of Burma and restoration of effec- 
tive land and sea communication with outside world. There are, on 

the other hand, a few officials who fear an Allied attack upon Burma 

because it might impel the Japs to muster and expend sufficient effort 
to envelop Kunming and in due course make Chungking untenable. 
This apprehension is corollary to the fear of some provincial and 
other generals to risk their armies lest the basis of their personal posi- 
tion and influence in the oligarchy be dissipated. 

Apprehensions in regard to a “Burma campaign” (as object of open, 
wide and lively discussion in Chinese official and other circles) are 
also related to deep suspicion (of which in some aspects we have re- 
ported before) that at least one of China’s Allies has no heart for 
such a project and will if campaign should be undertaken fail again 
to make an all-out or even creditable effort. 

The summing up of determinative Chinese feeling is, we believe, 
that failure would be a body blow from which Chinese morale and 
Allied prestige and influence in this theatre could recover only by 
immediate American action such as a direct effective attack upon 
Japan proper or capture of China coastal bases for such attack which 
would entail greater effort and cost than would be required in the 
first place to make a “Burma campaign” successful. 

ATCHESON 

893.105/96 : Telegram 

Lhe Chargé in China (Atcheson) to the Secretary of State 

CHuUNGKING, September 10, 1948—3 p. m. 
[Received 6: 40 p. m.] 

1671. It is widely reported that the notorious Tai Li, head of the 
Generalissimo’s principal secret political and military police and in- 
telligence organization, has been relieved of his post as a result (a) of 
the accumulative effect of arbitrary kidnappings, executions, et cetera, 
of agents and employees of highly placed persons, including the ex- 
ecution in the autumn of 1942 of Ling Hsu Liang, head of the Trans- 
portation Department of the Central Trust, who instead of using his 
trucks to evacuate Government supplies from Burma to China al- 
legedly employed them to bring in “luxury” goods for highly placed 
persons; (6) of conflict with the corrupt interests of highly placed 
persons arising from the organization’s corrupt “smuggling pre- 
vention” activities; (c) of bitter rivalry engendered in the Kuomin- 
tang’s secret police whose main function is the overlapping field of 
“dangerous thoughts”; (@) of the reported breakdown of Tai Li’s in- 
telligence organization in occupied China due to successful Japanese
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counter-espionage; and (¢) of the criticism of Tai Li and his Gestapo 
which Mme. Chiang heard in the United States and her impression 
gained there that Americans believed that Tai Li rather than the 
Gissimo ** actually controlled China through his ruthless utilization of 
Nazi and Japanese political police methods. 

According to a personal friend of Tai Li, the latter has not been 
dismissed but has been ordered henceforth to restrict himself to the 
more legitimate phases of the organization’s activities—military and 
political intelligence in the occupied areas and counter-espionage— 
and that his former political police activities will hereafter be directed 
by Mao Chin Hsiang, brother-in-law of the Gissimo by his first 

marriage. 

... Tai Li boasts that he has agents even in Japan and it is not 
unlikely that he maintains a considerable organization in the United 
States as probably the Kuomintang Secret Service does also. 

ATCHESON 

893.00/15188 

The Chargé in China (Atcheson) to the Secretary of State 

No. 1564 CHUNGKING, September 10, 19438. 
[Received October 9. | 

Sir: I have the honor to refer to the Department’s air mail instruc- 
tion no. 351, July 27, 1943 enclosing a copy of a confidential despatch 
from London on the subject “Present Conditions in Chungking as seen 
by the British Embassy”. Reference is also made to this Embassy’s 
telegram no. 803, May 28 and the Department’s no. 758, June 15 * and 
to this Embassy’s despatch no. 1529, August 31, 1943.™ 

(By way of passing comment: The British Embassy’s memoran- 
dum enclosed with the Department’s instruction seems in general to 
reflect the laissez faire attitude which characterizes certain aspects of 

British policy toward China.) 
As indicated in our despatch no. 1529, we concur, with important 

qualifications, in the statement in the British memorandum that the 
temporary maintenance of the present situation in China seems to 
depend greatly on crop prospects. This statement is qualified by the 
British Embassy with one proviso—that the weight of Japanese at- 
tacks upon the Chinese is not substantially increased. We would add 

318 Generalissimo Chiang Kai-shek. 
2 Instruction No. 351 not printed ; for its enclosure, see p. 70. 
® For latter, see p. 604. 
* Post, p. 444.
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a number of other equally or more important provisos. We would 
say providing also (1) that Allied victories and especially American 
victories in the Pacific continue; (2) that continuing and increasing 
air support is supplied the China theatre and becomes an increasingly 
effective striking force against the Japanese; (3) that endeavor to 
recapture Burma is not delayed too long, 1. e., until for example next 
summer; (4) that an early campaign to recapture Burma is success- 
fully carried through; and (5) that victory over Japan is brought 
much nearer in point of time before the present deterioration in China 
(economic, military, political and administrative) is allowed to con- 
tinue for a protracted period (say, no longer than one more year). 

As indicated in despatch no. 1529, the circumstance that the vast 
majority of the population of free China is agricultural precludes the 
probability, despite the fantastic inflation rate, that a general eco- 
nomic collapse will occur in the same time ratio as that of the collapse 

. in Austria in the years 1921-23 after a parallel (in terms of currency 
expansion) seven year period of inflation. 

But the economic deterioration cannot be permitted to progress 
along its present course indefinitely without risk of the most serious 
consequences. 
We have reported from time to time in regard to the military de- 

terioration which continues without sign of abatement; we have 
reported in regard not only to the worsening of morale of Chinese 
troops due to malnutrition and to inactivity but also in regard to the 
consequent development on some borders between free China and 
Japanese dominated areas of a virtual truce under which Chinese 
military and others engage in extensive smuggling and trade (with 
strategic materials and essential commodities going to the Japanese 
and currency and so-called luxury goods coming into free China) and 
pursue other gainful activities for purposes of subsistence and profit. 

We mentioned in our telegram no. 803, May 28 that the tendency on 
the part of the military as well as other Chinese to make the best of 
the realities of the situation was apparent in the growing trade and 
smuggling between unoccupied and occupied China and we sug- 
gested that if this tendency should remain unchecked there was a 
strong possibility of the further extension of the already extensive 
(if unstable) armed truce in various sections between the two areas, 
with the Japanese and their puppets peacefully consolidating their 
positions as they have in Manchuria, and with free China becoming 
more and more economically dependent upon the other area. 

We have also reported at length in regard to the political and ad- 
ministrative deterioration. We have described the increasing tend- 
encies of the Government to utilize repressive fascist practices and the 
breaking of morale of lower bracket officials because their positions



GENERAL WARTIME RELATIONS 115 

no longer provide them an honest livelihood and even the desertion 

of minor officials to the puppets for that reason. We have reported 

also the expansion of purely civilian trade between occupied and 

unoccupied areas and the seemingly growing intercourse by civilian 

travelers between the two areas for commercial and sometimes for 

political purposes. The British Embassy mentions that there has 

always been some contact between the Chungking Government and 

the Nanking regime and that this is being maintained ; we have reason 

to believe that it is increasing in the sense that contact between 

individual officials of the two regimes is increasing. 

The question of what remedial measures might improve the situa- 

tion does not appear to have been considered in the British Embassy 

memorandum. It seems to us that this question largely resolves itself 

into military problems. As current American victories in the Pacific 

(and Allied victories in Europe) tend to sustain (or retard the 

deterioration of) confidence and morale, acceleration of American 

victories in the Pacific would have increased beneficial effects upon 

Chinese morale, and therefore upon Chinese economy and finance. 

Early recapture of Burma would without question exert, by resultant | 

restoration of confidence, a highly beneficial effect upon China’s 

economy and finance. On the other hand, an attempt to recapture 

Burma ending in failure would be in the nature of a disaster of the 
first magnitude (Embassy’s telegram no. 1649, September 7, 1943). 

Capture of Formosa or of ports and bases on the China coast from 

which to launch direct attack on Japan would have an effect perhaps 
even greater than would recapture of Burma. (The magnitude of 
the task of effecting such remedies is indication of the drastic nature 

of China’s needs. ) 
It is our considered opinion, in the light of the various inter-related 

aspects of the situation, that the most potent factors—actually the 
determining factors—are and will continue to be those comprised in _ 
military developments within China and in areas adjoining China. 

Respectfully yours, Grorce ATCHESON, JR. 

740.0011 Pacific War/3425 : Telegram 

The Chargé in China (Atcheson) to the Secretary of State 

CHUNGKING, September 11, 1943—11 a. m. 
| [Received September 12—2: 43 p. m.] 

1674. 1. General Hearn, in the absence of Stilwell, came to see 
me last evening. He said Stilwell and he were much concerned over 
situation here in respect to military matters. The current CEC * 

*® Central Hxecutive Committee of the Kuomintang.
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session was apparently failing, through lack of interest, to give even 
lip service consideration to prosecution of war in this theater (a cir- 
cumstance which Embassy has so far hopefully refrained from re- 
porting) and the gathering here of military leaders from all parts 
of French [/ree] China seemed to be chiefly for the purpose of 
discussion of Kuomintang-Communist differences (Embassy’s 1664, 
September 9 **). He said that Chinese were doing practically nothing 
to help military situation; even construction of absolutely essential 
airfields and roads (such as the Kunming—Proshan road) was far 
behind because of lack of push by Chinese Government, failure to 
allocate sufficient funds for the work, failure to provide labor to do 
the work and failure to prevent hoarding of construction materials 
and to keep prices down to a point where such materials could be 
obtained. 

Hearn said that the Generalissimo and other Chungking high 
military authorities well knew how Stilwell and he feel about the 
whole picture but apparently Chiang hesitated to attempt to launch 
effective military, administrative, financial and other effort (including 
conscription of labor) because he was not certain of adequate backing 
from below. Hearn asked if there was any way in which I could 
help cause improvement in situation by approaching civil officials 
of Government who might at this time be in position to exert influence 
or by other means. 

2. After some discussion I said I would be glad to make the effort 
and would privately and informally approach officials (such as Kung, 
Wang Chung-hui,?” Wu Teh-chen, Sun Fo) who might be willing 
and able to accomplish something. I said that I could mention to 
them the apparent lack of interest of CEC in vital problem of getting 
on with the war against Japan; that I feared this would be noted 
abroad especially with the Burma campaign in offing; that Lord 
Mountbatten was reportedly coming to China to survey the situation 
and our military feared that he would receive a most unfavorable 
impression of it; that our military felt that Yunnan Province was 
in a very vulnerable position due to lack of adequate measures for 

defense or offense including protected airfields and roads; that airfields 
and roads in question were of vital importance to Chinese and Amer- 
ican forces in undertaking a campaign in Burma; that it was common 
belief among foreign military observers that under present conditions 
the Japs if desirous of making the effort and if willing to pay the cost 
could succeed in capturing or cutting off Kunming; that with Kun- 

® Post, p. 327. 
* Secretary General of Chinese Supreme National Defense Council. 
*8 Secretary General of Kuomintang Central Executive Committee.
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ming isolated or in Jap hands, it would be impossible to fly further ( 
supplies into China from India and Chungking could be readily 
bombed; that I was accordingly approaching Chinese leaders quite 
frankly and with unconcealed perturbation in earnest hope that they 
would exert influence to rectify it. Hearn asked that I carry this 
suggestion into effect and I am accordingly calling on Kung and 
others as soon as calls can be arranged. 

3. Another suggestion in which Hearn heartily concurs is that a 
message from the President to Chiang might be very helpful as giving 
Chiang both armor and ammunition with which to take necessary 
forthright action. (Although CEC session is about to close the 
People’s Political Council is to meet within a few days.) Such mes- 
sage (in comparatively mild form) might be to the effect that on 
the occasion of the formal gathering of Chinese leading statesmen 
and generals in whose hands rest the direction of China’s war effort 
in partnership with the United States and other Allies, the President 
wishes to assure the Generalissimo that in forthcoming joint military 
effort in this theatre against Jap forces the United States (and 
Britain?) forces are not fully prepared but are wholly determined 
to fight through, side by side with Chinese until objective of reopening 
the land route to China is attained; that in North Africa, Sicily and 
southern Italy it has been by supreme test of all-out effort, whole- 
hearted mutual assistance, unrestricted pooling of resources and com- 
plete coordination of American and British forces acting as one that 
success has been achieved; that the supreme test in offensive against 
Japanese forces in Burma will be whether the Allies there can sim1- 
larly muster and weld together their resources and energies in a 
task whose success is so vital to China and in general to advancing 
of Allied march on Japan. (Hearn suggested the matter might also 
be brought to attention of Mr. Churchill.) 

4, It is reported by a reliable informed source but not confirmed 
that the group in Government which has been advocating use of force 
against Communists has succeeded in having the CEC agree to issu- 
ance of a manifesto which is to be in nature of an ultimatum to the 
Communists. 

5. As stated in our 1649, September 7, failure of an attempt to 
recapture Burma would be a disaster to Chinese morale of first magni- 
tude. I recommended with all earnestness that something along the 
lines suggested in paragraph 8 be taken without delay in conjunction 
with such efforts as we may appropriately make here. In this connec- 
tion I mention our recent reports indicating the surprising influence 
and weight which American opinion and criticism can have upon 

Chinese Government and leaders—surprising perhaps because we may 
not heretofore have fully realized how acutely aware the Chinese are
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of the extent to which they are and will continue to be dependent 
upon us. 

ATCHESON 

740.0011 Pacifie War/3440 : Telegram | 

The Chargé in China (Atcheson) to the Secretary of State 

CHUNGKING, September 15, 1943—9 a. m. 
[Received 2:24 p. m.] 

1711. Embassy’s 1674, September 11. I have seen Dr. Kung, Vice 
President of Executive Yuan; Dr. Sun Fo, President of Legislative 
Yuan; General Wu Teh-chen, Secretary General of the CEC; Dr. 

Wang Chung-hui, former Foreign Minister and now Secretary Gen- 
eral of Supreme National Defense Council; and Dr. K. C. Wu, Acting 
Foreign Minister.*® They received my remarks in most friendly 
fashion; some of them showed concern and considerable interest and 
said they would see if they could do anything to be helpful. Dr. 
Wang said that he would have a thorough discussion with the Gmo.* 
Dr. Wu has told me that he went immediately to the Gmo. 

I was, I believe, able to communicate to some of them the perturba- 
tion felt by our military. But while there may possibly ensue some 
improvement in airfield and road construction, I am much afraid 
that in general the attitude of the Gmo and other military and 
political leaders is in line with that of Dr. Kung from whom I gained 
the clear impression that the surrender of Italy has confirmed the 
widespread Chinese feeling that there is no longer need for China 
to put forth greater effort in the war and that China can continue with 
increased complacence to sit back and wait for U. S. and British to 
crush Japan. (The Gmo’s extraordinary optimism as to the early 
termination of war and in regard to the economic situation as he is 
quoted in Embassy’s 1692, September 12,*1 is a reflection of this feel- 
ing.) Dr. Kung indicated that he considered the question of a Burma 
campaign was now of comparatively minor importance and that even 
the recapture of Burma would not, because of transport limitations 
and difficulties, greatly affect China one way or other. He felt that 
the surrender of Italy now made it possible for British and Amer- 
ican fleets to come very soon to Indian Ocean and he suggested that 
recapture of Singapore and then occupation of Haiphong would be 
appropriate steps for Allies to take looking to a nearly direct attack 
upon Japan. When I remarked that the problems of defense and 

*° For a more detailed report of these conversations, see despatch No. 1589, 
September 17, from the Chargé in China, p. 121. 

| “ Generalissimo Chiang Kai-shek. 
” Post, p. 331.
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of a Burma campaign were immediate, he said that there was no 
reason why the naval campaign he has suggested could not be under- 

taken and accomplished this year. | 

I venture to suggest that if consideration is being given to recom- 
mending that the President send General Chiang congratulations on 
his assumption of the Presidency of China, this might provide spring- 
board for a message such as suggested in our 1674. 

ATCHESON 

740.0011 Pacific War/3425 : Telegram 

The Secretary of State to the Chargé in China (Atcheson) 

WASHINGTON, September 17, 1943—10 p. m. 

1302. Embassy’s no. 1674, September 11, 11 a. m. 
1. The Department has given careful consideration to the matters 

set forth in the reference telegram and has noted the concern felt by 
General Stilwell and General Hearn in regard to Chinese apathy to 
the military situation. 

2. The Department approves your contemplated line of approach 
| to various Chinese officials in an endeavor to bring about an improve- 

ment in this situation. It is suggested also that in his discretion, the 
Ambassador, when calling on the Generalissimo, mention, in connec- 
tion with our own increasing offensive efforts in the Pacific, the great 
importance attached by us to vigorous prosecution by China of 
the war against Japan by all means at her disposal. 

8. Please report reactions of Chinese officials to your approaches 
and to any informal approaches made by the Ambassador. The ques- 
tion of the desirability of despatching a message from the President 
to the Generalissimo on this subject will be given careful consider- 
ation upon receipt of the Ambassador’s comments and views. 

| Jehuns 

893.20/792 

The Chargé in China (Atcheson) to the Secretary of State 

No. 1583 CHUNGKING, September 17, 1943. 
[Received October 14. ] 

Sir: I have the honor to enclose a memorandum of conversation, 
dated August 31, 1948, with the Reverend Charles L. Meeus, China 
correspondent of a Catholic publication in the United States and an 
employee of the Chinese Ministry of Information, and the Reverend 

” Not printed.
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Leo J. Ferrary, an American Catholic in charge of the Office of the 
Apostolic Delegate to China, in regard to the anti-Chinese feeling 
existing among American armed forces in China. 

Summary. General Chiang Kai-shek is said to be concerned over 
the anti-Chinese feeling existing among American armed forces in 
China, reports of which were received by Madame Chiang from Ameri- 
can sources during her recent visit to the United States. The only 
solution to this problem contemplated by the Chinese authorities 1s 
the assignment of interpreters to American troops and various forms 
of entertainment. Most observers are of the opinion that this feeling 
is unavoidable in view of the restriction of the soldiers’ contacts to 
lower class Chinese and that little can be done to change this feeling. 
A program of lectures by and discussions with Chinese university 
professors is now being planned under the Army’s auspices. £'nd of 
summary. 

Father Meeus, who states that he is employed by the Ministry of 
Information for propaganda work in the United States (through the 
Catholic publication which he represents and through tours of the 
United States made by him at the instance of the Ministry), asserts 
that General Chiang Kai-shek is concerned over the anti-Chinese 
feeling among American armed forces in China, evidence of which 
was given to Madame Chiang during her recent visit to the United 
States in numerous letters to her quoting statements from letters re- 
ceived by persons in the United States from American soldiers in 
China. Writers of these letters to Madame Chiang, some of which 
were unsigned, are said to have criticized statements made by her in 
speeches, charging that her picture of a unified, democratic and patri- 
otic China was at variance with that given by American soldiers in 
China. The soldiers’ personal distaste for China and the Chinese was 
also reflected in the letters. General Chiang has instructed Dr. Hol- 
lington Tong, Vice Minister of Information, to take steps to correct 
this situation, but Dr. Tong reportedly has recommended only the 
assignment of about 400 interpreters to the American armed forces 
and the provision of entertainment by jugglers, musicians and actors. 

The Embassy feels that this situation gives added reason for the 
setting up of a program of some kind for the purpose of combatting 

this widespread anti-Chinese feeling among the American troops. 
While there is no certainty that the program envisaged by Dr. J. K. 
Fairbank,® in conjunction with the American Army authorities in 

China (Department’s telegram No. 950, July 24, 2 p.m. and Embassy’s 
telegram No. 1425, August 11, 10 a. m.**), will be effective in changing 
this feeling, the program deserves serious consideration in that as the 
war goes on there will probably be increased numbers of American 

* Representative at Chungking of the Interdepartmental Committee for the 
Acquisition of Foreign Publications. 

“Neither printed.
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soldiers in this country. The feeling among the troops now stationed 
here will inevitably have its effect on all those who may arrive in 
the future. 

The American Army authorities are not unaware of this feeling, 
but they apparently consider that it will be extremely difficult to eradi- 
cate such feeling among American soldiers whose contact with and 
knowledge of the Chinese scene is confined chiefly to servants, coolies 
and shopkeepers. One American officer, who has had some experience 
with similar conditions in India, states that the most effective means 
of changing this feeling will come from actual combined military 
operations of the troops of the two countries against the Japanese. 
A well known Chinese educator states that this feeling is inevitable 
and that, while it is undesirable to have American soldiers now in 
China return to the United States with an unfavorable picture of this 
country, there seems to be no real solution to the problem for the vast 
majority of the troops. 

Respectfully yours, GrorGe ATCHESON, JR. 

740.0011 Pacific War/3451% 

The Chargé in China (Aicheson) to the Secretary of State * 

No. 1589 Cuunexine, September 17, 1943. 
[Received October 14. ] 

Sir: I have the honor to refer to the Embassy’s telegrams nos. 1674, 
September 11, and 1711, September 15, in regard to the concern of 
Generals Stilwell and Hearn over certain aspects of the present and 
pending military situation in this area. 

There are now enclosed, for purposes of record, memoranda of con- 
versations * on this subject which I have had with Dr. K. C. Wu, 
Acting Foreign Minister; General Wu Teh-chen, Secretary General 
of the Central Executive Committee of the Kuomintang; Dr. Wang 
Chung-hui, Secretary General of the Supreme National Defense Coun- 

| cil; Dr. Sun Fo, President of the Legislative Yuan; and Dr. H. H. 
Kung, Vice President of the Executive Yuan and concurrently Min- 
ister of Finance. The general substance and tenor of these conversa- 

“ Upon receipt of this despatch, Troy L. Perkins of the Division of Far Eastern 
Affairs addressed a memorandum, dated October 20, 1943, to the Under Secretary 
of State (Stettinius) and the Assistant Secretary of State (Long) in which he 
reviewed the correspondence, concluded that these conversations had not 
materially altered the situation, and recommended that “You may wish, there- 
fore, to give consideration to the advisability of bringing this situation, which ig 
of concern to our military commanders in China, our Embassy, and to this 
Division, to the attention of the President.” 

“ Four enclosures not printed.
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tions were reported and commented on in our telegram no. 1711, Sep- 

tember 15 referred to above. 

It is too early to say whether the conversations have been definitively 

productive to any degree as regards the particular problems to which 

they were addressed. As mentioned in our 1711, September 15, the 

Chinese officials with whom I talked received my remarks in most 
friendly fashion, some showed interest and concern and some said that 
they would endeavor to have appropriate action taken. But Dr. 
Kung, who holds the second highest place in the Government, indi- 
cated that in his view the surrender of Italy had relegated the prob- 
lems presented to a comparatively minor place because he believed 

that Allied naval forces in strength could now speedily be sent to the 
Indian Ocean for recapture of Singapore and occupation of Haiphong 
as preliminary steps toward direct attack upon Japan. 

| Prior to Italy’s surrender it was apparent that most leaders of the 
Chinese Government were pinning their principal hopes for the 1m- 
mediate future upon an early campaign to retake Burma. We feel 
that now Dr. Kung’s attitude reflects that of President Chiang Kai- 
shek and others who, in a manner not uncharacteristic of a people as 
volatile as the Chinese, have been seeking escape from their present 
seemingly insurmountable economic problems by indulgence in an un- 
justifiable optimism for the future. We have reported the surprising 

optimism as to an early termination of the war expressed by the Gen- 
eralissimo in his “instructions” to the recent plenary session of the 
Central Executive Committee and the even more astonishing optimism 
he expressed in regard to the unabated spiraling of inflation and the 
pressing economic situation in general. We reported previously our 
considered opinion, gained from observation and conversation with 
numbers of Government officials, that the Chinese, weary from the 
heavy burdens and trials of the past six years, have persuaded them- 
selves that China has done its share and psychologically have with- 
drawn into roseate dreams of a prosperous post-war China while wait- 
ing for us and the British to accomplish the task of defeating Japan 

and of bringing their post-war dreams into being. 
In the final manifesto of the CEC session * issued on September 13, 

some emphasis was laid on the war of resistance against Japan. In 
the light of the further evidence we have recently had of the power of 
American criticism upon Chinese leaders, this last moment lip service 
to a subject which had been almost completely ignored throughout the 
session, 1s probably not unrelated to the conversations described in the 
enclosed memoranda. But emphasis in the manifesto, such as it is, 
was only on “resistance”; there was not even a platitudinous appeal 
for forthright or offensive action. 

“See telegram No. 1706, September 14, from the Chargé in China, p. 335, and 
subsequent telegrams.



GENERAL WARTIME RELATIONS 123 

We may, however, take encouragement from the very fact that 

American criticism or fear of criticism exerts a far-reaching influence 

in Chinese official circles and that we undoubtedly possess a powerful 

lever which can sometimes be used to advantage. There is little ques- 

tion in our minds and in the minds of other foreign observers here 

that, as we have indicated in our reports, the recent changes in the 

organic law relating to the office of President (although the apparent 

endeavor to set up the semblance of the chief executive office of a West- 

ern democracy has merely confirmed Chiang Kai-shek’s personal dic- 

tatorship), the CEC session’s apologetic announcement for post-war 

constitutional government and the mildness of the session’s pronounce- 

ment in regard to Kuomintang-Communist difficulties were all in con- 

siderable part the result of efforts by China’s leaders to improve the 

appearance to the United States of things as they were and to avoid 

ill opinion in the United States. 
We accordingly feel that the conversations have been in the right 

direction and that as regards the Kuomintang-Communist difficulties 

they have been definitely helpful especially as the CEC session opened 

with an influential “war party” of die-hards crying for punitive action 

against the Communists. But the conversations have not succeeded 

and probably will not succeed, without substantial support from home, 

in influencing the Chinese Government to set itself to work to increase 

by military action or other forthright affirmative means China’s par- 

ticipation in the war against Japan. 

Respectfully yours, Grorcre ATCHESON, JR. 

[Enclosure] 

Memorandum by the Chargé in China (Atcheson) of a Conversation 

With the Secretary General of the Central E'wecutive Committee of : 

the Kuomintang (Wu) 

[Cuunexine,] September 11, 1943. 

I called on General Wu this afternoon by appointment, and went 

over the situation with him closely along the lines of my remarks to 

Dr. Wang Chung-hui (memorandum of September 11 **). 

General Wu said that he was very glad indeed that I had come to 

him and he was sure that if the Generalissimo and General Ho Ying- 

chin were completely aware of the situation that effective orders to 

rectify it would be issued at once. I said again that General Stilwell 

had of course been in frequent conference with the Generalissimo and 

General Ho and fully realized that both were very anxious to see that 

everything possible was done to get matters forward but that our mili- 

tary had a feeling that there were some strata of military officials and 

“Not printed. 

332545—57-——9
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others below the Generalissimo and General Ho who were not taking 
sufficiently effective action pursuant to their orders from above. 

General Wu said that he would see what could be done and that 
he realized fully that the matter was one of great importance to both 
China and the United States. He said that as regards the apparent 
lack of interest of the CEC in the war against Japan, the meetings 
here included the calling together of the General Staff and the mili- 
tary situation in China was of course a subject of discussion. As re- 
gards the Communist situation he said that this was only one of a 
number of problems; that the Chinese Government realized it was 
most unfortunate that it had to immobilize “twenty divisions” includ- 
ing some of China’s best troops to guard its rear against the Com- 
munists while at the same time facing the Japanese and that, as I 
had mentioned, one result of this situation was that neither those 
twenty divisions nor the Communists were actively fighting the Japa- 
nese. He said that the CEC was, he thought, going to appeal to the 
Communists to fulfil their promises of 1937 in the hope that this 
situation could be improved; that no Government of course could 
permit the existence within its borders of another and independent 
government with an army such as the Communists maintained.” I 
made it clear that our military had no complaint against Dr. Tseng 
Yang-fu and fully appreciated Dr. Tseng’s energetic efforts. 

After discussing various other phases of the situation in China and 
some aspects of Sino-American relations, General Wu thanked me 
again and said that we should talk together oftener, and I departed. 

Grorce ATCHESON, JR. 

740.0011 Pacific War/3440: Telegram 

The Secretary of State to the Chargé in China (Atcheson) 

WASHINGTON, September 18, 1943—midnight. 

1315. Embassy’s 1711, September 15, 9 a. m. Reference final 
paragraph. 

1. Present expectation is to send congratulatory message upon Gen- 
eralissimo Chiang Kai-shek’s formal inauguration,®° date of which, 
according to the Chinese Embassy, is to be fixed later. 

2. Further consideration will be given to despatch of message sug- 
gested in Embassy’s 1674, September 11, upon receipt of the Ambas- 

“In his memorandum of conversation with Dr. Kung, Mr. Atcheson stated 
that the latter also took “almost the same line as that taken by General Wu 
Teh-chen” on this subject. 

* As President of the National Government of the Republic of China; see 
note from the Chinese Ambassador, September 15, p. 339.
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sador’s views and an indication of the Generalissimo’s reaction to 
any informal approach the Ambassador may decide to make on this 

subject. 
ishasne 

893.00/15186 

The Chinese Minister for Foreign Affairs (Soong) to the 
Secretary of State 

WASHINGTON, September 18, 1948. 

My Dear Mr. Secrerary: It is with great pleasure that I read your 
statement on the anniversary of the “Mukden Incident”. 

Your message not only brings home to the American people the sig- 
nificance of the march of events in the Far East since 1931 and the 
repercussions throughout the world, but will have a heartening effect 

on the Chinese people who now know that their struggle has become 

the common cause of the American people and other peace-seeking 

nations. 
I know that I am voicing the sentiments of my countrymen in China 

when I offer you, Mr. Secretary, my heartiest appreciation. 

Yours sincerely, Tsr Vun Soone 

893.00/15144 

The Chargé in China (Atcheson) to the Secretary of State 

No. 1591 CHUNGKING, September 18, 1943. 
[Received October 14.] 

Sir: Referring to the Embassy’s despatch No. 1564 of September 

10, 1948, in regard to the situation in China, I have the honor to 

enclose a copy of despatch No. 38 of August 24, 1943,” from the Consul 

at Kweilin *° on the subject of general conditions in this country. 

Mr. Ringwalt indicates in his despatch, which contains a brief 

summary, his opinion that the situation in China is steadily growing 

worse and that the deterioration will, if unchecked, make impossible 
any material contribution from China to the war effort. 

The Embassy is inclined to agree in general outline with Mr. Ring- 
walt’s dark picture of conditions in China but feels that he is perhaps 
unduly pessimistic with regard to the implicit possibility of a serious 
crisis in the near future. In any case, as it appears unlikely that the 
Government will take effective action to ameliorate the political, 

"Public statement of September 16, 1943, Department of State Bulletin, 
September 18, 1948, p. 179. 

* Not printed. | 
® Arthur R. Ringwalt. |
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economic and military deterioration described in both Mr. Ringwalt’s 
despatch and in the Embassy’s despatch under reference, China’s con- 
tribution to the war effort can be expected to remain merely a passive 

rather than an active one. 

We would reaffirm our opinion that the maintenance of the situation 

in China will continue to depend greatly both on the food supply and 
on military considerations, especially military considerations in the 
Far Eastern theater, and that accelerated Allied successes in the 

Southwest Pacific and successful direct action in China and adjacent 
areas should best serve to keep the deterioration from progressing to 
the point of disaster.™ 

Respectfully yours, Grorce ATCHESON, JR. 

893.00/15125 

The Secretary of War (Stimson) to the Secretary of State 

WasHineron, September 20, 1943. 
[Received September 21. ] 

Dear Mr. Secretary: Your letter of August 26th, calling attention 

to the article by Mr. Hanson W. Baldwin in the August issue of the 
Reader’s Digest entitled “Too Much Wishful Thinking About China,” 
and to comments by Mr. Rodney Gilbert which this article inspired 
in the Vew York Herald Tribune on August 16th, has had my close 
study. 

You will appreciate my grave concern at the closing paragraph of 
your letter in which you express your own belief “that there may be 
some basis of fact” in Mr. Gilbert’s assertion that Mr. Baldwin’s 
derogatory opinion of China as an effective military force was inspired 
by high-ranking officers in Washington. 

I am unwilling to believe that high-ranking officers have made 
such statements to Mr. Baldwin, but I shall immediately investigate 
the matter in order that I may be certain that if such errors have been 
made in the past they shall in no event continue in the future, and that | 
there shall be no such further cause for embarrassment to this coun- 
try’s relations with China. 

I can readily understand the distress which Mr. Baldwin’s opinions 
should have caused in Chungking. But I am confident that such re- 
sentment as is held will be directed toward Mr. Baldwin and not 

“In a memorandum dated November 9, Troy L. Perkins of the Division of 
Far Eastern Affairs made the following comment on one aspect of the military 
situation in China, as described by the Consul at Kweilin: “One item, if true, 
is startling: ‘It is reliably stated that at the time of the invasion of Chekiang 
and Kiangsi in 1942 [Japanese destruction of possible air bases], the troops 
under General Ku Chu-t’ung numbered only 25 percent of their nominal 
strength, and they were only coolies engaged in transportation of contraband’.”
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against the War Department, whose policy of mutual respect and 

cooperation is too well known to responsible Chinese leaders to be 

placed in jeopardy by the statement, however disturbing, of a single 

commentator. 

Sincerely yours, Henry L. Stimson 

893.00/786 | 

Memorandum by the Assistant Chief of the Division of Far Hastern 

Affairs (Vincent) 

[Wasuineron,] September 21, 1943. 

With reference to Chungking’s despatch no. 1254 of June 12, 1943, 

special attention is invited to the final paragraph in which the state- 

ment is made that General Hsiung Shih-hui, recently head of the 

Chinese Military Mission to the United States, returned to China 

with a strong anti-American attitude, according to reports, and with 

an inclination to align himself with members of the so-called “Peace 

Party” which favors making an endeavor at some appropriate time to 

come to terms with the Japanese. 

General Hsiung’s period of assignment in Washington was not a 

happy one or one which benefited Chinese-American relations. This 

was due in large part to the treatment which General Hsiung received 

in this country. The military services treated him with scant courtesy | 

and consideration and his general reception in Washington left much | 

to be desired. 
The character and background of General Hsiung may explain but 

not excuse the treatment he received. He did not speak English. He 

was not in the strict sense a military man. He was what is described 

in China as a “political general”. For many years prior to his coming 

to Washington he was Chairman of the Kiangsi Provincial Govern- 

ment. He is an ultra-conservative Kuomintang official. 

Nevertheless, he came as the special emissary of General Chiang 

Kai-shek. He is one of Chiang Kai-shek’s most intimate and trusted 

officials. It is therefore much to be regretted that he was permitted, 

| because of the treatment he received here, to return to China with 

what he no doubt feels are justifiable causes for complaint and with 

an unsympathetic attitude toward the United States. 
It is interesting to observe that General Hsiung, probably one of 

the most representative officials that the Kuomintang Government 

could have sent to Washington, failed in his mission. This thought 

raises the question whether envoys who are most representative of 

the governments which send them abroad actually are able best to 

represent those governments.
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With regard to the statement in the reference despatch that Gen- 
eral Hsiung was to be appointed Secretary General of the National 
Planning Board, you will recall that this appointment of General 
Hsiung was gazetted a month or so ago. It is considered unfortunate 
that a man of General Hsiung’s character should have been appointed 
to this important position which may have a very large influence in 
shaping China’s post-war plans, development and policies. From the 
American point of view it is particularly unfortunate if, as reported, 
he has returned to China with an anti-American bias. | 

893.00/15079 

Memorandum by Mr. Robert B. Stewart of the Division of European 
Affairs 

[Wasuineton,| September 22, 1943. 

Report on Cuina 

Minister Nelson T. Johnson *® in his despatch no. 505, July 19,° 
submits an interesting secret letter on China written by an Australian 
newspaper correspondent, together with his own excellent comments. 
The correspondent’s stated purpose in this letter was to send his paper, 
the Sydney World Herald, not for publication but for background 
purposes, material on “the black side of China” which he was unable 
to send through the Chinese censorship. The picture which he paints 
is a very “black” one indeed, although there is little of substance 
that is new. His main points are: 

1. “There is little war in China as we understand war,” and the war 
communiqués about heavy fighting are “mostly lies.” 

2. ‘The Chinese Government is already preparing for civil war with 
the Communists and is storing away for this purpose war supplies 
provided by the Allies. 

3. “The Chinese currency system is collapsing.” Inflation “has 
reached a really dangerous stage” and “is now paralyzing industry.” 

4. “The general incompetence and corruption are almost unbeliev- 
able.” The famine at Honan for example, “was the result of 
stupidity and graft” and caused the death of between four and five 
million people. “One of the worst rackets in China has been the 
cornering of medical supplies.” Among the Chinese forces on the 
Yellow River front losses through disease and malnutrition are re- 
ported to be 25 percent a year. 

5. The Generalissimo “is now an Emperor in all but name” and 
“some of the finest brains in China are working to keep him misin- 
formed.” 

* Minister in Australia, former Ambassador in China. 
° Not printed.
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6. Some of the officials of the H. H. Kung group who practice “all 
sorts of financial abuses” in his name are reported to want “an arrange- 
ment with Japan.” 

7. Planes sent to China have been held in reserve or hidden in the 
hills. 

Mr. Johnson submits this report to the Department because it is 
“interesting not only as a commentary by an independent newspaper- 
man, but also as throwing some light upon the kind of background 
material that is influencing to a very large extent the outlook of 
Australians and the British generally on the situation in the Far 

East.” 
Although regarding the newspaperman’s report as “an unbalanced 

story,” Mr. Johnson does not attempt to deny the truth of the facts 
presented. Instead he states: “I think that all of the information 
contained in this letter is well known at home. Certainly there is 
very little of it that is new to me.” However, Mr. Johnson’s inter- 
pretation places these facts in a very different perspective. 

Shortages among civilian populations because of requisitions for 
the armed forces, he points out, occur not only in Honan but also in 

Germany, and even in Australia and the United States. As regards 
the situation in Honan, Mr. Johnson holds that Chinese military 
requisitions are not solely responsible but that the Japanese “have 
also taken grain from the Province.” 

On the correspondent’s statement that Russian and French planes 
have been held in reserve or hidden in the hills, Mr. Johnson adds 
that these planes are ineffective against the Zero plane, and, further- 
more, that since gasoline is so scarce no plane will be in the air that 
does not have to be there. 

On the general question of the position of China in the war Mr. 
Johnson replies most effectively and convincingly : 

“Certainly every American citizen, no matter what the Chinese do 
in the war now, must be grateful for the eleven years of opposition that 
the Chinese have put up to the highly-organized Japanese aggres- 
sion,—opposition which has placed China definitely on our side of the 
fence, and not on the side of the Japanese.” *” 

On October 1, the Adviser on Political Relations (Hornbeck) penciled his 
observations to the Secretary of State as follows: “You need not read any of 
what lies hereunder. I wish to call attention, however, to what to me are the 
most interesting features of the exhibit: namely, that an Australian newspaper 
correspondent wrote, after having spent a few weeks in China, an exceedingly 
pessimistic picture of China and the situations therein; and, our Minister to 
Australia, Johnson, having been shown the ‘secret letter’ in which this estimate 
was given, wrote for the benefit of an officer of the United States Army forces in 
Australia who had sent him a copy, a very sensible letter of comment, making 
some very thoughtful comparisons and putting the China situation in a common- 
sense perspective. S. K. H.”
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740.0011 Pacific War/3487 

Memorandum of Conversation, by the Ambassador in China (Gauss) ® 

[CuuneKING,| September 25, 1943. 

Present: Lieutenant General Stilwell 
Major General Hearn, Chief of Staff 
Mr. Gauss 

General Stilwell came in to see me at noon today, following my re- 
turn to Chungking. Major General Hearn was with him. 

I commented that I had been going over with Mr. Atcheson the 
complaint regarding the complacent attitude of the Chinese toward 
the war, the representations made informally by Atcheson in influen- 
tial quarters, and the possibility of further effort on our part in this 
matter. I asked Stilwell whether there had been any improvement 
in the situation. 

He said “No” but later qualified that statement by saying that the 
Chinese have restored the one-third of the appropriations for roads 
and air fields which they had previously cut, but they still were not 
making the proposed road a main highway; and he emphasized that 
there will be no real improvement in the situation until the present 
Minister of War ® is gotten out of office. He mentioned as an example 
that while 90,000 troops are required for replacements in Yunnan 
only about 60,000 have been ordered there and of that 60,000 probably 
only about 40,000 will arrive; then perhaps another 20,000 will be 
ordered in and only a percentage of them will arrive, and so on. 

I told Stilwell that when I see the Generalissimo I intend if possible 
to mention—in connection with our own increasing offensive efforts in 
the Pacific—the great importance attached by us to vigorous prosecu- 
tion by China of the war against Japan by all means at China’s dis- 
posal. I commented that I felt that with increased activity by the 
United Nations in other theaters in the Pacific and as the Japanese are 
compelled to withdraw, their withdrawal in my opinion might be into 
China and before the war is won we may expect considerably increased 
military activity in the China theater requiring an all-out effort of 
preparation in this theater. Stilwell agreed with this, saying that he 
has been preaching the same thing for some time. 

I mentioned in confidence that consideration is being given, at the 
| suggestion of the Embassy, to a recommendation that the President 

include in his congratulatory telegram to Chiang at the time of the 
latter’s inauguration as President of the National Government—in the 
first half of October, likely—an expression of his hope for or con- 

® Copy transmitted to the Department by the Ambassador in China in his 
covering despatch No. 1626, September 27; received October 13, 

” General Ho Ying-chin.
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fidence in China’s vigorous prosecution of the war along with the in- 

creasing United Nations effort in other Pacific theaters. I said that I 

favored such action. ‘This congratulatory telegram might be a suit-_ 

able and convenient vehicle for a carefully phrased message, the 

intent of which would not miscarry. 

Stilwell said he favored such a message. He has been urging con- 

stantly that China be prodded into increasing activity. | 

During the course of our conversation I took occasion to say to Stil- 

well that it had occurred to me in going over the files on the subject of 

China’s slackening war effort and the delay in providing air fields, 

roads, etc., that Stilwell has an “ace in the hole” which it seemed to me 

he might consider playing, however unorthodox from a military point 

of view such action might seem; that is, he might consider having 

General Chennault visit Chungking and, after briefing him, let him 

have one of his intimate talks with the Generalissimo and urge the 

necessity of getting these things done which he needs in the military 

effort. I said that Chennault’s position with the Generalissimo is 

unique and I believe he could add a considerable weight in the general 

picture. 

Stilwell apparently did not take to my suggestion. He commented 

that Chennault of course is being used; he (Chennault) needs these 

air fields and roads and so on, but “we all need them” ; and he intimated 

that Chennault is one of those who think we should use American 

money and go ahead and build them—not look to the Chinese to pro- 

vide them. | 

I dropped the matter there, feeling that I had gone as far as I 

could in intimating to Stilwell that Chennault probably has more 

effective influence with the Chinese Government in military matters 

than has Stilwell or any of the rest of us, and that, having in mind 

always the end in view—which is what counts—it might be desirable to 

bring Chennault more effectively into the picture. I feel that if more 

cordial relations existed between Stilwell and Chennault and they 

could act in harmony more could be gotten from the Chinese. 

C[uarence] E. G[avss] 

[The memorandum printed supra was forwarded to the Adviser on 

Political Relations (Hornbeck), the Assistant Secretary of State 

(Long), and the Under Secretary of State (Stettinius) in a memo- 

randum dated November 3 by the Chief of the Division of Far astern 

Affairs (Ballantine). In his memorandum Mr. Ballantine explained 

that “with reference to the Ambassador’s suggestion . . . that the 

President include in his congratulatory telegram to Generalissimo 

Chiang upon the latter’s inauguration as President of China an ex-
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pression of hope for or confidence in China’s vigorous prosecution of 
the war, this matter was given careful consideration in the Depart- 
ment and it was decided that it would not be appropriate to include 
such a statement in the President’s congratulatory telegram but that 
this disposition was without prejudice to further consideration of the 
question of appropriate action designed to accomplish the purpose 
which had inspired the Embassy’s recommendations, namely, of en- 
couraging the Chinese to increase their war effort.” (740.0011 Pacific 
War/3487) | 

740.0011 Pacific War/3461 : Telegram 

Lhe Ambassador in China (Gauss) to the Secretary of State 

Cuuncxine, September 26, 1943—10 a. m. 

[Received 10:40 a. m.] 

1807. Reference your 1302, September 17, 10 p.m. and 1315, Sep- 
tember 18, midnight. I have asked for appointment to pay respects 
to Generalissimo upon my return to China but due to sessions of 
People’s Political Council it may be a few days before I see him. 
When I do so I shall follow suggestion in paragraph 2 of your 1302. 

_ Meanwhile I have spoken to Acting Foreign Minister and shall do 
likewise with others as I meet them, supporting Atcheson’s conver- 
sations which were excellently handled. Acting Foreign Minister 
said instructions had been issued by Generalissimo to deal with 
matter. | 

Stilwell tells me that Chinese have restored the one-third of appro- 
priations for airfields and roads which they had cut, but he is not 
satisfied with the general picture and thinks there can be little im- 
provement until present Minister of War is ousted. No such ouster 
is at all likely. 

Supporting Atcheson’s suggestions in paragraph 8 of his 167 4, Sep- 
tember 11, I am of opinion that proposed congratulatory telegram at 
time of Generalissimo’s inauguration as President would be suitable 
vehicle for carrying carefully prepared expression of confidence in 
vigorous prosecution by China of the war against J apan by all means 
at China’s disposal in fullest cooperation with American and other 
Allied forces as the United Nations intensify their military efforts in 
the Pacific area. 

Will report further after my conversation with Generalissimo but 
I do not anticipate anything of particular interest is likely to develop 
at that conversation. 

Gauss 

* See despatch No. 1698, October 18, from the Ambassador in China, p. 1389.
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711.98 /5384 

Memorandum of Conversation, by the Adviser on Political Relations 
(Hornbeck) 

- [Wasuineron,] September 28, 1943. 

Dr. Soong called on me at my request, for the purpose of an infor- 

mal exchange of information and comment in anticipation of his early 

departure for Chungking. 
Dr. Soong had informed me a few days ago that he expected to 

leave for Chungking on September 30. I took occasion to inform 

him that I myself am leaving within a few days for a short trip to 

London for purposes of informal exploratory exchange of informa- 

tion and comment with personnel of the B. F. O. regarding subjects in 

the Far Eastern field. Dr. Soong asked at once: Why shouldn’t you 

also make a trip to China. I replied that I had for a long time, in 

fact for several years, had in mind a trip to Chungking; that I can- 

not at this moment be long away from the Department; but that I 

have hope of being able sometime after coming back from this trip 

to make a more or less similar visit to Chungking. Dr. Soong said 

that he and many of his colleagues would welcome such a development. 

I said that I had been turning over in my mind various matters 

which had come up in discussion between Dr. Soong and me since his 

last return from Chungking—especially matters which he had men- 

tioned to me immediately after his conversation of a few days ago 

with the Secretary on the subject of more extensive representation 

for China in connection with agencies of war planning. Dr. Soong 

had asked me on the telephone whether the Secretary had, before 

leaving, given me any message for him, Soong, regarding his latest 

representations. I had replied, and I now repeated it, that I had 

reason to believe that the Secretary had spoken to the President re- 

garding those matters but that the Secretary had been extraordinarily 

hard pressed during the two days preceding his departure for Hot 

Springs and had given me nothing further on those subjects. I then 

took occasion to make a person to person statement outlining some 

of the difficulties in fact which stand in the way of its being possible 

for American officials in general to see certain problems in quite the 

same light in which Chinese officialdom at Chungking views them. 

I also took occasion to point out some of the facts in the record of 

the contribution which the United States is making to the war effort 

in its global terms and aspects, and of the assistance which the United 

States has rendered to China, in a variety of forms, during the period 

from 1937 to the present. Dr. Soong said that most of these facts 

were familiar to him and that he was able, generally speaking, to 

understand their significance and their effect as regarded the perspec-
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tive in which American officials view the war problems, but that he 
finds it very difficult to make these things understood to his Govern- 
ment in Chungking: in fact, he said, it could not be expected that 
people there would see these things as people here see them. He said 
that he himself was in a difficult position. I said that I was constantly 
aware of some of the difficulties which attach to performance of his 
duties by one in his position. I went on to say that it is, it seems to 
me, one of the outstanding tasks of a Minister for Foreign Affairs, 
especially one who is able to be a part of the time in his own country 
and a part of the time abroad, to interpret his own country in the 
countries to which he goes and to interpret to his own country the 
countries in which he has special opportunity for first hand contacts. 

_ Dr. Soong then said that he wanted to talk to me about the matter 
of Tibet. He said that, during his recent visit in London he had 
talked with the B. F. O. about Tibet and had explained that the 
Chinese regard Tibet as an integral part of China. A few days ago, 
he said, Sir George Sansom had come to him under instructions and 
had informed him of anxiety on the part of the B. F. O. regarding 
reports to the effect that Chinese troops are being massed on the 
Tibetan border. He had, he said, stated to Sir George that Tibet 
is an integral part of China and the Chinese Government regards 
relations between Chinese authorities and Tibetan authorities as a 
Chinese internal problem; and he had suggested that the British 
Government not make representations at Chungking regarding this 
matter. He said that he, Soong, was not informed regarding the 
alleged massing of Chinese troops; that he doubted whether it was a 
fact; but that if there was or should be such a development he did not 
believe that it would warrant apprehensions. There do not exist, 
he said, any serious tensions between the Chinese and the Tibetans. 
If there should arise difficulties, the Government at Chungking would 
have to meet the problems just as it would have to meet similar prob- 
lems if they arose in any other part of China. 

I took occasion to ask what proportion of the people of China proper 
are aware of the existence of Tibet or take any interest in that area or 
what occurs there. Dr. Soong replied that all Chinese who have had 
any schooling have learned in their study of geography that Tibet is 
a part of China; that it has never occurred to them that there is any 
question about this as a matter of simple fact; and that these are, 
politically speaking, the Chinese people. I then asked whether the 
same was true with regard to Mongolia. Dr. Soong replied in the 
affirmative. He went on to say, however, that, Tibet being something _ 
of a land of mystery, Chinese students and scholars gain more vivid 
impressions regarding that area, as they study geography and history, 
than regarding the more prosaic of the outlying areas. He said,
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further, that he had suggested to the British that the question of 

Tibet was relatively of so much less importance than a number of 

other immediate and more significant problems of concern both to the 

British Empire and to China that the British ought not make or let 

+ become an issue. I made the remark that that expression of opinion 

was one susceptible of being turned by the British against the Chinese. 

Dr. Soong replied: Yes, it might be, for purposes of argument, but, 

China’s interest and China’s claim regarding Tibet are far better 

founded in history and in law than are those of India and Great 

Britain. I made the remark that on the basis of geography Tibet 

abuts upon China proper on the east and upon India to the south. 

Dr. Soong replied: Of course, but Tibet is a part of China. 

I said that I wondered what is the popular concept, from point of 

view geographically, historically and politically, regarding Korea.” 

Dr. Soong replied that the Chinese in no sense think of Korea as a 

part, or a lost part, of an existing or a once having existed Chinese 

Empire. Nor, he added, do they so think of Indo-China.® In their 

current thinking regarding postwar settlements, the prevalent Chinese 

opinion runs, he said, to the idea that Korea should be put under an 

international trusteeship. Indo-China also, he said, the Chinese 

today regard as an area the disposal of which would best be made in 

terms of a trusteeship. There followed some discussion of difficulties 

which conceivably might be encountered should effort be made to 

apply that principle in each and/or in both of these cases. 

Dr. Soong then said that he wanted to bring to my attention a 

situation which exists at Chungking. He said that, speaking frankly 

and with regret, he must tell me that relations between Chinese 

authorities and the American military authorities are “sour”. He 

said that this was one among many reasons why the Chinese felt 

insistently that they ought to be given more extensive representation 

in military councils in Washington. I said that I was sorry to hear 

what he said regarding the situation in Chungking but that I won- 

dered how and to what degree the question of representation in 

Washington could be tied up with or would bring about amelioration 

of an unsatisfactory relationship, as described by him, in Chungking. 

Dr. Soong replied that, if China were represented in combined staffs 

meetings here, her representative would be able frankly to report upon 

and to discuss such matters and there would be likelihood of their 

being remedied. I inquired whether, with or without such represen- 

tation, China’s Military Attaché or Dr. Soong himself could not pre- 

sent China’s views—either formally or informally. Dr. Soong replied 

that in time of war military attachés have limited entree and little 

® Wor information regarding Korea, see bracketed note, p. 893. 

® Wor correspondence regarding Indochina, see pp. 882 ff.
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weight; and that such matters can be dealt with effectively only 
between and among military men functioning in constituted and 
authorized groups on a common high level. Dr. Soong went on to 
say that the Chinese find it very difficult to work with General 
Stilwell; Stilwell’s ideas and those of the Chinese High Command 
do not, he said, harmonize; the Chinese feel, he said, that Stilwell is 
uncooperative; he, Soong, while in Chungking last spring, worked 
hard as a go-between and he found, he'said, that practically all of the 
Chinese, both military and civilian, who had occasion to have contact 
with Stilwell found Stilwell’s attitude, etc. unsatisfactory and his 
approach to common problems such as to constitute an obstacle to 
effective cooperation. He went on to say that, although Stilwell may 
be highly qualified as a military man and a commander of his own 
forces, the Chinese feel that, to qualify for high command in a position 
which involves widespread contact with and cooperation with per- 
sonnel equal or superior in rank and not under his command, an officer 
needs to have personal, political and diplomatic assets in addition to 
his qualifications asa soldier. I called attention to various of General 
Stilwell’s special qualifications for performance in China, such as his 
previous experience in that country, his knowledge of the language, 
his long acquaintance with and friendly feelings toward many of 
China’s leaders, and the energy and the devotion with which he has 
thrown himself into the task of training and equipping Chinese 
soldiers and officers. Dr. Soong replied that, notwithstanding these 
qualifications, there were other qualifications, especially those which 
have to do with attitude in personal relationships, which are needed 
for effective performance in the task of cooperative effort which apper- 
tains to the position which General Stilwell holds—and he implied 
that General Stilwell is deficient as regards those other qualifications. 
By way, apparently, of illustrating and underscoring, Dr. Soong said 
that General Chennault has proven himself to be an outstanding 
military man and at the same time has effectively cooperated with and 
has become and is persona grata with and among all of his Chinese 
contacts. I remarked that it is gratifying to us to hear this regarding 
General Chennault, but I could not but wonder whether, as between 
General Stilwell and his Chinese contacts, there is not some fault on 
the Chinese side. We have in fact, I said, heard made in criticism of 
the Chinese not a few statements similar to those which Dr. Soong 
had just made to me regarding Stilwell. Dr. Soong replied that 
probably there was some fault on the Chinese side, but that, fault or 
no fault, and regardless on which side the greater fault lies, the simple 
fact is that in the relations between his Chinese contacts and Stilwell 
there is not mutually and reciprocally the harmony, the cooperative- 
ness and the effectiveness which should exist in such a relationship.
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Under those circumstances, he said, no matter what may be the 

“oughts” of the situation, there cannot be achieved the unity of pur- 

pose and of effort which, for the good of China, of the United States, 

and of the allied cause, should prevail. Dr. Soong added that he 

greatly regretted having to mention and to dwell upon this point, but 

that, confronted with military and political problems of utmost im- 

portance, it is right and necessary that governments be frank with 

one another in matters of common concern, that this is an important 

matter of common concern, and that he hoped that we would accept 

in the spirit in which it was given the exposition which he had made 

of the Chinese view in and regarding this situation. I replied that it 

is well for us to know the Chinese view, that it seemed to me utterly 

right that he should inform us regarding it, but that I was sure that 

he would realize that it would be difficult for us to see a question of 

this sort in quite the light in which the Chinese see it. Dr. Soong 

remarked : Naturally, I understand that, but please keep in mind that 

this is a situation which exists in China, at our capital, and which 

therefore interests and affects us Chinese more intimately than would 

be the case if, in reverse, it were a situation which existed in 

Washington. 
Dr. Soong then rose to leave. He expressed gratification that we 

had been able to have this lengthy and frank conversation, and mutual 

expressions of bon voyage were exchanged. | 

893.00/15169 

The Ambassador in China (Gauss) to the Secretary of State 

No. 1677 CuuncKInG, October 14, 1948. 
[Received November 6. | 

Sir: Referring to the Embassy’s telegram No. 1231, July 20, 9 a. m. 

in regard to the attitude of the National Government toward associa- 

tion by Chinese with foreigners, I have the honor to enclose a copy 

of despatch No. 26 of August 2, 1943, from the Consul at Kweilin 

entitled: “Regulations Promulgated by the Executive Yuan in re- 

gard to Entertainment of Foreign Guests”. 

Summary. Mr. Ringwalt encloses with his despatch a translation 
of an article from the Sao Zang Pao (controlled by the military clique 
in Kwangsi) of June 2, 1948, containing the regulations said to have 
been issued by the Executive Yuan governing the entertainment of 
foreign guests. He states that there seems to be no relaxation in the 
enforcement of these regulations in Kweilin and that Chinese intel- 
lectuals, in their contacts with foreigners, appear to be singled out 
for surveillance by the police with consequent lessened opportunities 
for association by foreigners with such Chinese. E'nd of summary. 

*® Not printed.
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The Executive Yuan Gazette does not contain the regulations in 
question, although some Chinese observers state that the regulations 
are secretly in force. Other observers are of the opinion that the 
effect of these regulations was felt at the time of their reported pro- 
mulgation but that after an initial period of caution on the part of 
Chinese there has been no attempt to observe them. It remains a 
fact that the vast majority of Chinese officials at Chungking are 
still reluctant to discuss freely with foreigners any questions which 
might imply criticism of governmental policy. 

Respectfully yours, C. E. Gauss 

740.0011 Pacific War/3526 

The Ambassador in China (Gauss) to the Secretary of State 

No. 1678 CHUNGKING, October 14, 1943. 

[Received November 6. ] 

Sir: Reference is made to telegrams in regard, inter alia, to the 
reported withdrawal of Japanese troops from China, as follows: 
Embassy’s 1793, September 24, 9 a. m.; 1816, September 28, 9 a. m.; 
1818, September 28, 11 a. m.; and 1923, October 12, 4 [3] p.m.°* There 
is now enclosed copy of despatch no. 82, October 2, 1943 from the 
Embassy officer at Sian, reporting information on this subject as 
related to him by travelers arriving from the occupied areas and by 
official Chinese sources. 

According to the despatch, the number of Japanese troops with- 
drawn from north China is not known, but it must be considerable 
ana they are doubtless being transferred to more active or potentially 
active theaters of operations in eastern Asia. The withdrawals, if 
they have actually been taking place, would appear to indicate that 
the Japanese entertain little fear of the consequences of possible 
Chinese offensive operations in north China. 

Respectfully yours, C. E. Gauss 

[Enclosure] 

The Second Secretary of Embassy in China (Drumright) to the 
Ambassador in China (Gauss) 

No. 82 SIAN, October 2, 1943. 

Sir: I have the honor to report that, according to information re- 
ceived from travelers arriving from the Japanese-occupied areas and 
from official Chinese sources, the Japanese appear to be carrying out 

* None printed.
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a policy of a gradual reduction of Japanese garrisons in north China. 

These reductions are reported to be occurring not so much in important 

military centers such as Yuncheng, Taiyuan, Sinsiang, Kaifeng, 

Hsuchow, et cetera, as in outlying garrison posts. It is asserted that 

some of the less important posts have been abandoned altogether, in 

others the proportion of Japanese troops has been reduced and that 

of Chinese puppet forces increased, and in others puppet units have 

taken over entirely from the Japanese. The number of Japanese 

troops withdrawn from north China in this manner is not known, but 

it must be considerable; they are doubtless being transferred to more 

active or potentially more active theaters of operations in eastern 

Asia. | 
Continued Japanese troop withdrawals from the north China 

theater, if true, would appear to indicate that the Japanese entertain 
little fear of the consequences of possible Chinese offensive operations 
in that area. The vastly superior communication facilities of the 

Japanese and their system of defense fortifications are doubtless re- 
lied upon to a great extent by the Japanese to stem potential Chinese 

offensive operations in the north China theater. 
Respectfully yours, Everett F’, DruMRicHtT 

740.0011 Pacific War/3529 | 

The Ambassador in China (Gauss) to the Secretary of State 

No. 1693 Cuunekine, October 18, 1943. 
[Received November 6.] 

Sir: I have the honor to refer to the Department’s telegraphic in- 
struction no. 1802, September 17, 10 p. m. suggesting that, when call- 
ing upon General Chiang Kai-shek upon my return to Chungking I 
mention the great importance attached by the American Government 
to vigorous prosecution by China of the war against Japan, and re- 
questing that Mr. Atcheson report the reactions of Chinese officials 
to his earlier approaches in regard to China’s war effort and that I 
also report on any approaches I might make. Reference is also made 
to related correspondence including the Embassy’s telegrams nos. 
1674, September 11 and 1711, September 15 and the Embassy’s des- 
patch no. 1589, September 17, 1943 (enclosing copies of memoranda “ 
of Mr. Atcheson’s conversations) ; also to my telegrams nos. 1807, 

September 26 and 1871, October 6, 11 a. m.* and my despatch no. 1626, 
September 27, 1943." 

* One memorandum printed, p. 123. 
“For latter, see p. 872. 
“© Despatch not printed, but see footnote 58, p. 130. 

832545—57——10
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I reported in my 1807, September 26 that General Stilwell had in- 
formed me that as a result of Mr. Atcheson’s conversations the Chinese 
Government had restored one-third of the appropriations for airfields 
and roads which had been cut but that he was not satisfied with the 
general picture. A memorandum of my conversation of September 
25 with General Stilwell was enclosed with my despatch no. 1626, 

September 27. 
In my 1871, October 6, I reported briefly in regard to my call on 

General Chiang Kai-shek on October 4 during which suitable op- 
portunity was found to emphasize the determination with which the 
Government and people of the United States are devoting themselves 
to winning the war and to say that the United States looked to its 
Allies, including China, to put forth all effort, with the resources at 
their command, in cooperation with us to that end. I reported also 
that General Chiang said that China could be counted upon to do her 
share. A memorandum of my conversation with General Chiang is 
enclosed. (The question of Russian relations with the other United 
Nations as discussed with the Generalissimo was reported in my 1914, 
October 11, noon.)” 

Prior to my conversation with the Generalissimo (earlier oppor- 
tunity to see him did not arise because of his occupation with the 
Plenary Session of the C. E. C. and the subsequent meeting of the 

People’s Political Council), I had a long conversation on October 
[September] 24 with Dr. K. C. Wu, Acting Foreign Minister. A 
memorandum of this conversation is enclosed. As regards the question 
of the war effort I indicated that my personal opinion was similar to 
that recently expressed to Dr. Wu by Mr. Atcheson (Embassy’s 1711, 
September 15 and despatch no. 1589, September 17) and I said that 
it seemed to me that as the United Nations war effort became intensi- 
fied in this area there was strong likelihood that the Japanese— 
pressed in the South Pacific, the Indian Ocean and Burma—might 
undertake an all-out effort against China; hence it would be necessary 
for all of us, including China, to exert the heaviest possible military 
effort to prevent Japanese success. Dr. Wu replied that he fully 
appreciated the situation; that as he had mentioned to Mr. Atcheson 
following their conversation he had gone at once to the Generalissimo 
and he could say now that the Generalissimo had issued appropriate 
instructions. During the course of my conversation with Dr. Wu, 
the latter brought up the question of the Kuomintang-Communist 
situation and also the subject of articles recently published in the 
United States which were critical of China. These aspects of the con- 
versation are described in some detail in the enclosed memorandum. 

” Post, p. 822.
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In addition to talking with President Chiang and Dr. Wu, I have 

had conversations with a number of high Chinese officials during 
which opportunity occurred for me to make remarks along the lines 

of those suggested by the Department in its 1802, September 17. 

Among these officials have been Dr. H. H. Kung, Vice President of 
the Executive Yuan and concurrently Minister of Finance; Dr. Wang 

Chung-hui, Secretary General of the National Defense Council and 
former Foreign Minister; General Ho Ying-chin, Chief of Staff and 
Minister of War; Dr. Wang Shih-chieh, former Minister of Education 
and recently Secretary General of the Central Planning Board, who 
has considerable influence with the Generalissimo and who is probably 
shortly proceeding to England as the head of a good will mission; 
General Wu Teh-chen, Secretary General of the Kuomintang Head- 
quarters; Dr. Sun Fo, President of the Legislative Yuan; Dr. Wong 
Wen-hao, Minister of Economic Affairs; Dr. Tseng Yang-fu, Min- 
ister of Communications; Dr. Quo Tai-chi, former Ambassador to 

Great Britain and also former Foreign Minister; and Dr. T. V. Soong, 
Foreign Minister, who has just returned to Chungking. My conversa- 
tions with these officials were along lines similar to those taken in 
my conversations with General Chiang and Dr. Wu and their re- 
sponses and attitudes were in general similar to those of the Generalis- 
simo and the Acting Foreign Minister. Looking back over those 
conversations it seems to me that of the officials other than the Gen- 
eralissimo, the most satisfactory interest in the problem presented was 
exhibited by Dr. K. C. Wu and General Wu Teh-chen; the latter on 
his own initiative took occasion on October 14 to inquire of Mr. 
Atcheson if any improvement had occurred in the situation and he 
indicated that he had made endeavor to cause improvement. 

As regards the general question of Sino-American relations, my 1m- 
pression from my conversations with Chinese officials since my return 
to Chungking has been that they are almost universally and sincerely 
friendly to the United States; that they look upon the United States 
as China’s best friend; and that they are anxious that China maintain 
the good opinion as well as the good will of the United States. While 
their continuing interest in the Hanson Baldwin article in the August 
Reader’s Digest and in other published articles critical of China on 
the one hand gave some definite indication that the criticism was 
resented, I could not escape the impression also that the criticism had 
struck home sufliciently to influence Chinese leaders to endeavor to 
take steps which might put the Chinese Government and its activities 
in a better light to American observers, especially observers in the 
United States. (Various aspects of this consideration have been dis- 
cussed in the Embassy’s recent despatches in regard to the Central
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_ Executive Committee meeting in Chungking early in September and 
in regard to the subsequent meeting of the People’s Political Council.) 
For example, Dr. Quo Tai-chi, who is an intelligent and enlightened 
official of considerable experience and who will probably again in the 
future assume some important Government post, stated his opinion 
that the criticism had already had good effect in China and that from 
the long range point of view it was preferable that it had occurred 
now rather than later as there would probably result the striking of 
a balance in regard to China in the American mind which would 
preclude at some later time a sudden reaction from the current “ideali- 
zation” of China which might be most adverse. Dr. Quo also stated 
that he felt that China had been vastly overpraised in the United 
States since the United States became involved in the war and he 
seemed to feel that the recent criticism constituted a beneficial leaven 
in connection with this aspect of the situation. Dr. Quo’s remarks on 
this and related questions are being made the subject of a separate 
despatch.” 

In conclusion, I would say that while we have perhaps succeeded 
in impressing upon some officials the need for increased and more 
effective war effort on the part of China and while also there may be 
resulting some minor improvement in some aspects of the situation, 
we cannot safely count under present conditions (which involve of 
course the question of equipment for the Chinese forces) on effecting 
any significant psychological change in the Chinese attitude which 
will impel China’s leaders and soldiers to put forth materially greater 
effort in the war against Japan. The Chinese have persuaded them- 
selves that the war in Europe will shortly end and that the United 
States, possibly with help from Great Britain, will defeat Japan; 
that the Chinese are too tired and too worn and too ill-equipped to 
make greater effort, especially when such effort may not be necessary ; 
and that the Chinese can sit back, holding what they have against the 
Japanese, and concentrate their planning upon China’s post-war po- 
litical and economic problems.” 

Respectfully yours, C. E. Gauss 

* No. 1695, October 18, infra. 
“In a memorandum dated November 25 to the Under Secretary of State 

(Stettinius) the Chief of the Division of Far Eastern Affairs (Ballantine) sug- 
gested that the summary of Ambassador Gauss’ views contained in the last 
paragraph be brought “to the attention of the President.” Mr. Stettinius con- 
curred in a memorandum of November 30 to the Secretary of State; and a 
memorandum in which this last paragraph was extracted was sent to President 
Roosevelt on December 2.
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[Enclosure 1] | 

Memorandum of Conversation, by the Counselor of Embassy in China 
(Atcheson) 

[CuHunexine,] October 4, 1943. 

Participants: Generalissimo Chiang Kai-shek 
Ambassador Gauss 
Mr. Li Wei-kuo, Secretary to the Generalissimo 
Lieutenant Colonel Chen Ping-chai, Aide 

(Interpreter ) 
Mr. Atcheson 

The Ambassador, accompanied by Mr. Atcheson, called on the 
Generalissimo by appointment at five o’clock this afternoon. The 
conversation opened with the usual exchange of amenities and further 
exchanges occurred during its course. The Generalissimo said he was 

| very glad to see the Ambassador back and inquired after his health 
and the health of the President and of Secretary Hull. The Ambas- 
sador said that he brought to the Generalissimo cordial greetings and 
best wishes from the President and the Secretary of State; he said 
that on his return journey he had learned that the Generalissimo had 
been elected President of the National Government of China and he 
wished to offer his most cordial congratulations. The Generalissimo 
showed pleasure and a very friendly appreciation of the message of 

greetings and of the congratulations. 
General Chiang exhibited an almost immediate interest in the 

question of Soviet Russian relations. He asked whether Mr. Hull 
would personally attend the tripartite Foreign Minister’s conference. 
The Ambassador replied he had no official information but assumed 
from recent press reports that he would attend in person. He then 
asked where conference would be held. Mr. Gauss stated that when 
he left Washington there had been no announcement on the subject. 
General Chiang then asked what was the opinion in Washington when 
Mr. Gauss left as to Soviet continuance in the war and collaboration 
with partners of the United Nations. The Ambassador replied that 

he had not discussed this subject with higher authorities in Washing- 
ton but that from his conversations in official circles generally he had 
the definite impression that there was full American confidence that 

Soviet Russia would continue in the war and in collaboration with 
partners of the United Nations. The Generalissimo commented that 

there had always been deep suspicion of Soviet intentions and subject 
was one of great importance. Mr. Gauss replied that he had of course 
noted press speculation regarding intentions of Soviet Russia; that 
while there had been mutual suspicion between Soviet Russia and 
other Powers for many years and it might take some time fully to
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break down any such suspicion still lingering in the minds of un- 
official observers, there seemed in official circles at home to be every 
indication of confidence that relations with the Soviet would continue 
on a satisfactory basis and that the meeting of the Foreign Ministers 
would be successful in clarifying objectives and policies in matters 
of mutual concern and interest with reference to the European theatre 
of the war. 

The Generalissimo inquired as to American post-war problems. 
The Ambassador replied that, while there were groups in the Govern- 
ment and out of the Government—some consisting of the best brains 
of the country—which were giving intensive study to post-war prob- 
lems, the main energies of the American Government and of the 
American people were now concentrated whole-heartedly in making 
an all-out effort to accomplish the immediate task of achieving victory 
over the common enemy. Mr. Gauss said that he had found a tremen- 
dous war effort during his visit to the United States and described 
for the Generalissimo various aspects of the general picture of the 
determined and increasing war effort of the United States which was 
absorbing the mental and physical efforts of all Americans. He said 
that there was not the slightest question that the American Govern- 
ment and the American people were completely determined to win 
the war and to fight on with ever increasing vigor and weight in battle 
and in production until victory should be achieved; that victory to 
us meant only one thing—unconditional surrender by Japan as well 
as by Italy and Germany. The Ambassador said that in the tremen- 
dous and relentless effort which the American Government, the ex- 
panding American armed forces and the single-minded American 
people were putting forth the United States looked to its Allies such 
as Britain and Russia and China to make a similarly whole-hearted 
effort toward victory ; that the victory could not be the victory of any 
one country alone but must be a victory of the United Nations; that 
the only way to win the peace was first to win a complete victory in 
the war and whole-hearted effort by all partners or allies was required 
to achieve that end. | 

Mr. Gauss went on to say that he realized—and he had made it clear 
at home in conversations with American officials—that all the Allies 
could not be expected to contribute an equal share to the war effort 
because some were limited by their capacities or resources. He said 
that it was obvious that China’s effort was limited in some directions 
by lack of military equipment and that not only recently but through- 
out his tour of duty as American Ambassador to China he had con- 
sistently put forward the thesis that it would be a mistake to expect, 
er to count on, a contribution to the war from China that was physi- 
cally greater than China’s capacities; but that he hoped, and he had
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every confidence, that the Chinese Government would put forth every 

effort of which China was capable within the limits of its resources, 

and this was most important to the success of the United Nations in 

defeating Japan. The Generalissimo said that China may be counted 

upon to do her full share. He added that when the Burma Road is 

opened China can receive necessary arms and equipment and do more. 

The Generalissimo entered into a lengthy dissertation on the ques- 

tion of American-Chinese cooperation which was the only portion of 

his remarks which appeared to fall into the usual and traditional for- 

mula of official conversations. His comments nevertheless seemed to 

reflect appreciation of American friendship for China and he said that 

it was his observation that of all the peoples of the world Americans 

and Chinese found it easiest and most natural to get along with each 
other. In his reply the Ambassador expressed hearty agreement and 
described in some detail how impressed he was with the proof of the 
Generalissimo’s statement to be found in the Chinese air training sta- 

_ tion at Karachi where Chinese and American officers and Chinese and 
American mechanics and other enlisted men not only worked together 
in understanding and friendship but lived together, ate together and 
had their recreation together. Mr. Gauss spoke also of the productive 
results of the air training program, including the training of Chinese 
air cadets in the United States, and mentioned how successful it was 
proving with Chinese pilots incorporated into units of our Air Force 
in China and flying and fighting side by side with American airmen. 

At the close of the conversation the Generalissimo inquired whether 
the Ambassador was taking up residence on the North Bank or the 
South Bank. The Ambassador stated that he was now living in the 
city not far from the Generalissimo’s residence, that he was available 
at any time the Generalissimo wished to see him as he was always at 
the Generalissimo’s command and that he would be glad to be of any 
possible service at any time. The Generalissimo replied with repeated 
thanks. 

The conversation lasted some fifty minutes. The Generalissimo was 
most pleasant and friendly throughout and both in his greetings and 
goodbyes showed more than ordinary cordiality both to the Ambas- 
sador and to Mr. Atcheson. 

Following the conversation Mr. Li stated to Mr. Atcheson that it 

had been one of the “happiest” conversations with the Generalissimo 
that he had witnessed. | 

George ATCHESON, JR.
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[Enclosure 2] 

Memorandum of Conversation, by the Counselor of Embassy in China 

(Atcheson) 

[CauneKING,] September 24, 1943. 

Participants: Dr. K. C. Wu, Acting Foreign Minister 
Ambassador Gauss 
Mr. Atcheson 

The Ambassador called on Dr. Wu by appointment this afternoon 

to pay his respects upon his return to China. A long and very 
friendly and informal conversation ensued in regard to various ques- 
tions affecting Sino-American relations and the war effort, most of 
which arose out of inquiries made by Dr. Wu as to the Ambassador’s 
opinion and as to the opinion of the American Government and people 
in respect to these matters. 

Dr. Wu said that there had recently been articles published in the 
United States which were quite critical of China and which indicated 
that some Americans did not think that China was proceeding along 
democratic lines and that the Chinese armed forces were not doing 
their utmost to defeat the enemy. He asked what the Ambassador’s 
impression of this development was. Mr. Gauss said that he had been 
aware that there had been such criticism of China in various press 
and magazine articles; that we at home are of course used to having 
our own government criticized ; that American writers and critics were 
accustomed not only to criticize vigorously and with full freedom 
their own government but any aspect of American life with which they 
were in disagreement; that they were also accustomed to criticizing 
foreign governments and foreign countries; that China was by no 
means the only country which came in for such criticism; and that on 
the other hand there had probably been less American criticism of 
China than of, say, Great Britain and Russia in regard to various 
questions which arose from time to time. Dr. Wu said that the Chi- 
nese did not really mind criticism from Americans, as the United 
States was China’s best friend, and that China really welcomed honest 
criticism and hoped to take advantage therefrom. Mr. Gauss men- 
tioned that writers in the United States were not always fully cog- 
nizant of the facts in connection with developments and conditions 
in China and Mr. Atcheson remarked that in these days it was difficult 
for such writers to obtain accurate and comprehensive information 
on these subjects. Mr. Atcheson added that, with respect to Hanson 
Baldwin’s article in the August Reader’s Digest, it was of course ab- 
surd for Mr. Baldwin to voice the traditional Japanese propaganda 

| line that China was not a nation but a geographic area and that the
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American people and American Government naturally did not have— 

and had never exhibited—any such attitude toward the Chinese nation. 

As regards the question of the war effort the Ambassador indicated 

that his personal opinion was similar to that recently expressed to Dr. 

Wu by Mr. Atcheson and he said that it seemed to him that as the 

United Nations war effort became intensified in this area—as it cer- 

tainly would be greatly intensified and the intensification had already 

begun—there was the strong likelihood that the Japanese, pressed in 

the south Pacific, the Indian Ocean and Burma, might make something 

like an all-out effort against China. The Ambassador said that in the 

light of this likelihood it would be necessary for all of us, including 

China, to exert the heaviest possible military effort to prevent Japa- 

nese success. Dr. Wu replied that he concurred and the Japanese would 

certainly like to knock China completely out of the picture. He went 

on to speak of China’s six-year-long struggle and great difficulties and 

he said in a humorous vein that the Chinese could not merely with 

spears do very much against the Japanese. Mr. Gauss replied in the 

same vein that spears had proven excellent weapons in the past in case 

of necessity and could be used again and he mentioned that military 

equipment including air matériel was increasingly coming into China. 

Dr. Wu said that, quite seriously, he fully appreciated the situation ; 

that as he had mentioned to Mr. Atcheson following their conversa- 

tion in regard to the war effort he had gone at once to the General- 

issimo, and he could say now that the Generalissimo had issued appro- 

priate instructions. 

Dr. Wu turned the conversation on the Kuomintang-Communist sit- 

uation and suggested that the Ambassador offer an opinion in this 

matter. Mr. Gauss said that this was, of course, an internal domestic 

problem and then went on to make remarks indicative of, from our 

point of view, the need of maintaining unity in China and of avoiding 

any dissension which might adversely affect the war effort. 

The Ambassador took occasion to mention that our people at home 

were very pleased with the successful showing in battle made by the 

Chinese air cadets trained in the United States, the effective way in 

which they had been incorporated into units of the 14th Air Force 

and their general spirit of cooperation and fighting ability when put 

to the test. 
Before our departure Dr. Wu made a number of extremely friendly 

remarks in regard to the Ambassador’s return to China, said that he 

and other officials of the Chinese Government were aware that Mr. 

- Gauss had made consistent efforts while in Chungking to obtain more 

aid for China and that the Chinese were very glad to welcome him 

back as an old and valued friend. 
Grorce ATCHESON, JR.
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711.98/540 

Lhe Ambassador in China (Gauss) to the Secretary of State 

No. 1695 CHUNGKING, October 18, 1943. 
[Received November 6.] 

Sir: I have the honor to enclose a copy of a strictly confidential 
memorandum of conversation dated October 12, 1943,7? with Dr. Quo 
Tai-chi, former Chinese Ambassador to London and former Chinese 
Minister for Foreign Affairs, in which he expressed his views regard- 
ing recent American press criticism of China and related subjects. 
Dr. Quo’s remarks are of interest as representing those of an extremely 
keen Chinese observer who, speaking privately and without the in- 
hibitions imposed by high public office, made frank observations of a 
nature which are at present very infrequently heard in high Chinese 
Government circles although, we understand, his opinions are shared 
by a number of other liberal-minded and enlightened Chinese. 

Summary. Dr. Quo stated that he felt that the recent American 
press criticism of China has produced good results and by inference 
pointed to the recent indications thereof contained in the resolution 
on constitutional government adopted by the Plenary Session of the 
C. Ei. C. in September. He expressed opinion that the traditional 
and fundamental democratic traits of the Chinese people were certain 
to be given expression in time and that criticism by sincere friends, 
such as Americans, was needed both by China and by the Chinese Gov- 
ernment to hasten the process. Dr. Guo repeated an observation pre- 
viously made to the effect that there has been too much “idealization” 
of China in the United States and that it was far more desirable to 
clear the air now with American criticism of China than at a later 
period when a sudden and strong adverse reaction might result 
(Embassy’s telegram No. 999, June 23, 9 a. m. for expression of similar 
view). He expressed belief that some of the overpraise of China had 
been due to “professional friends of China” who were motivated by 
self-interest. 

Referring to President Chiang Kai-shek’s book, Chéna’s Destiny, 
Dr. Quo said that President Chiang had been ill-advised to write such 
a book and that it had been the subject of much criticism both from 
Chinese and from foreign friends of China. He felt, however, that 
the book represented the ideas of President Chiang in many respects 
notwithstanding that the book had been ghost-written. Dr. Quo ex- 
pressed the opinion that President Chiang had a, secure place in one 
of the three categories of persons described by the Chinese as “im- 
mortals” as a leader whose efforts helped build up the nation, but that 
it was a mistake for him to seek to achieve immortality as a philoso- 
pher and a great writer as well. (Embassy’s despatch No. 1220, May 
31, 1948, regarding reaction of Chinese intellectuals to China’s 
Destiny.) 

Not printed. 
* Post, p. 244.
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While there has been resentment in Kuomintang circles of the recent 
American press criticism of China, liberal elements here approve this 
criticism, feeling that it has had a beneficial effect on the Chinese 
Government and was largely responsible for the C. E. C. resolution 
on constitutional government at its Plenary Session in September. 
End of summary. 

Approval of American press criticism of China, such as that voiced 

by Dr. Quo, is fairly widespread among liberal elements in China, 

who feel that the article by Pearl Buck in a May issue of Life to a 

great extent and the articles by Hanson Baldwin and T. A. Bisson 

in the July issue of The Far Eastern Survey to a lesser degree have 

had a salutory effect on the Chinese Government (Embassy’s tele- 

erams No. 1357, August 2, 12 noon, and No. 1444, August 13, 11 a.m.). 

One well known non-Kuomintang Chinese close to Dr. Sun Fo has 
stated to an officer of the Embassy that while many Kuomintang lead- 

ers resented the articles it was generally felt in liberal circles that only 

“Chinese fascists” could really find fault with Pearl Buck’s article. 

This Chinese added that she would be doing a further service to China 
if she were to publish an article drawing a comparison between 
“Chungking democracy” and “real democracy”. Many Chinese feel, 

however, that the effect of the Bisson article was lessened by his state- 

ment that there existed two Chinas (a democratic China in the Com- 
munist areas and a feudalistic China in the Kuomintang areas), but 
they admit that while the article was less warmly received than that 
of Mrs. Buck it too had in general a desirable influence. 

So far as the Embassy knows there was no indication of any Kuo- 
mintang intention to interest itself in the question of constitutional 
government in China prior to the publication of these critical articles 
in question. The belief is generally held by informed Chinese here 
that the action of the C. E. C. at its Plenary Session in September in 
adopting the resolution on constitutional government grew almost 
entirely out of a desire to meet American criticism of the lack of 
democracy in China (Embassy’s telegrams No. 1712, September 15, 
10 a. m.7° and No. 1741, September 17, 12 noon,’® and despatch No. 

1675, October 14, 1943 7”). 
The greatest resentment has been against the Baldwin article, espe- 

cially the author’s use of the term “geographical expression” as ap- 
plied to China—a repetition of a well known Japanese propaganda 
line. The Chinese military have been especially resentful of his 
charges against the Chinese army and according to a confidential re- 
port from the 14th U. S. Air Force the Central Government has is- 
sued orders that strict surveillance be maintained over Chinese in 

*® Post, p. 338. 
Post, p. 340. 

™ Post, p. 351.
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southeast China suspected of giving information to foreigners and 
that Chinese guilty of such acts be arrested and sent to concentration 
camp. His article has, however, had some desirable repercussions, 
for it is reliably reported that Chiang Kai-shek subsequently issued 
orders to commanders of Central Government troops in some areas 
to carry out at least one attack a month against the Japanese. There 
has been in recent weeks an increasing number of press reports of Chi- 
nese military engagements with the Japanese, which may have re- 
sulted from a Chinese desire for more publicity regarding Chinese 
military activity as well as from Japanese operations against bases 
which might be used by American planes for bombing of Japan. The 
Ministry of Information has also endeavored to refute this criticism 
and at a recent press conference Government spokesmen assured for- 
eign press correspondents that China still placed victory before post- 
war reconstruction and desired the opening of the Burma Road in 
order to enable the Chinese army to be furnished the weapons necessary 
for “her counter-offensive against Japan” (Embassy’s despatch No. 
1676, October 14, 1943) .78 

Some Kuomintang Chinese, resentful of the criticism, have sought 
to find an ulterior motive behind what they term “a sudden wave of 
criticism of China” from the United States. The local English lan- 
guage daily recently published a letter from a Japanese and Amer- 
ican educated Chinese active in one of the National Military Coun- 
cil’s intelligence organs charging the American writers with “gutter- 
snipe Journalism”. These are reactions perhaps typical of the chauv- 
inistic element in China which, long fed on American overpraise of 
China, cannot now accept any criticism as being well intentioned or 
justified. Many liberal Chinese, however, apparently feel that the 
United States represents the major external force which can exert in- 
fluence on the Chinese scene toward the establishment of a democratic 
China. They suspect that Great Britain under its present leadership 
gives primary consideration to its position in the Far East, that the 
absence of British press criticism of China is not purely accidental 
and that the British Government feels no concern for the spread of 
democratic principles in China. They are of the opinion that if 
China is to have a liberal democratic form of government the encour- 
agement and impetus from without can come only from the United 
States, and they thus derive a quiet satisfaction from American criti- 
cism of many of the present-day fascist trends in this country. 

Respectfully yours, C. E. Gauss 

*® Not printed.
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740.0011 Pacific War/3502a : Telegram 

The Acting Secretary of State to the Ambassador in China (Gauss) 

Wasnineron, October 19, 1943—10 p. m. 

1495. Comments on statements in regard to the Far East made by 

Senators who recently returned from a visit to the fighting fronts 

have centered largely on statements relating to Soviet-Japanese rela- 

tions and to the question of American airplane bases in Siberia. Com- 

paratively little has been said about China. 
It is believed that the views of certain Senators as indicated below 

will be of interest to the Embassy. 

In a speech on September 30 in the Senate reporting on his trip, 

Senator Lodge in speaking of “the dangerous results of sugary and 
overdrawn propaganda” of our Government said: 

“We must not perpetrate any more of these false notions. We 

invite ultimate cynicism, disillusionment, and even hatred of our 

allies if we do so. 
I have seen small signs of this already. Many of our young men, 

for example, come to China imbued with the idea that China is a great 

| modern democracy with millions of men fighting with their backs to 

the wall. Upon arrival they find this is not the case. With the impet- | 

uousness of youth they thereupon go to the other extreme. They over- 

look the industry, good-humor, and democratic attitude of the indi- 

vidual Chinese once they have discovered that the Central Govern- 

ment is not like ours. They overlook the fact that due to the Chinese 
Army 15 Japanese divisions are in China, in spite of the fact that the 

Chinese Army, to put it mildly, is not comparable to ours. They 

overlook the advantage to America in having a strong China. It 
would be better for China and for us if a true picture were given to 

the American people. When Oliver Cromwell had his portrait 

painted he said to the artist, ‘Paint me as I am, the wart and all.’ The 
truth about China is in many ways inspiring, and China as she now 

stands is a real military asset to the United States. Her achievements 
can be more accurately measured if her difficulties are more clearly 
realized.” 

Senator Chandler is quoted in the press as stating “I’ve been to those 

China air bases and I’ve talked to the men there. We’re apt to lose 

them unless more support is given.” He is said also to have warned 

that Stilwell and Chennault needed great aid immediately, to have as- 

serted that the British were “lukewarm” in the war against Japan, 

and to have stated that the United States would be in a serious posi- 

tion if it lost its bases in China and had none in Russia either. 
Senator Russell is reported to have taken the British to task for not 

launching an offensive in Burma although he expressed confidence in 
the ability of Lord Mountbatten.
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The reports made by the recently returned five Senators in secret 
session of the Senate have not been published.” 

STETTINIUS 

740.0011 Pacific War/35554 

Memorandum by the Adviser on Political Relations (Hornbeck) * 

[Wasuineton,] October 26, 1948. 

I refer to a memorandum addressed to Mr. Long and Mr. Stettinius 
by FE under date October 20 * covering a Memorandum ® on the sub- 
ject of recent conversations between the American Chargé d’A ffaires 
and leading Chinese officials at Chungking in regard to the military 
situation in the China theater, and to the memorandum addressed by 
Mr. Long to Mr. Stettinius on October 20 covering same.® 

By way of comment on various and sundry reports from Chung- 
king dealing with the subject of apparent Chinese official apathy or 
indifference in relation to the problem of effort on the part of the 
Chinese to prepare for and/or to engage in offensive military opera- 
tions,—I feel that we should take especially into consideration one 
factor which is of substantial importance and which does not gain 
mention in reports made by American agencies: namely, that various 
Chinese in high political and military circles are deeply resentful of 
the attitudes and methods of some American (and some British) au- 
thorities—a fact which may well contribute substantially toward the 
adoption by such Chinese of the attitudes and positions to which the 
reporting officers call attention. It is noteworthy also that the Chinese 
make against their American and their British allies charges not dis- 
similar to those which various representatives of the said allies, espe- 
cially some American and some British representatives, make against 
the Chinese: namely, the charge of uncooperativeness on the part of 

” Notation on the original: “(Note: Senator Lodge’s speech mentioned in para- 
graph 2 of above telegram appears in the Congressional Record of September 30. 
The remarks attributed to Senator Chandler cited in paragraph 4 of the tele- 
gram appeared in the October 5 and October 7 issues of the Washington Star 
and Washington Post respectively; Senator Russell’s in the October 8 issue of 
the Washington Star.)” 

Addressed to the Chief of the Division of Far Eastern Affairs (Ballantine), 
the Assistant Secretary of State (Long), and the Under Secretary of State 
(Stettinius). 

* Not printed, but see footnote 45, p. 121. 
* Not printed. 
* Not printed; Mr. Long recommended that Mr. Stettinius might care to dis- 

cuss the matter with the Secretary of War with the idea that it might be laid 
before the Chiefs of Staff and brought to the attention of the President. “In 
case they agree as to the seriousness of the situation it might be wise to have 
the President communicate directly with Marshal Chiang Kai Shek. An appro- 
priate telegram could be drafted for his consideration after it has been passed 
by the Chiefs of Staff and the Secretary of War.”
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various officers and a general tendency to pay too little attention to 
the China theater and its potentialities. Illustrative in that connec- 
tion is the mention which Mr. Atcheson made in a conversation, as 
recorded, with Chinese officials of “the delay in construction of needed 
airfields and roads and the failure of the Chinese authorities to provide 
sufficient labor or funds for this work”. ‘True, that delinquency on the 
part of the Chinese is a fact. However, an identical delinquency on 
the part of the British in Assam, also a fact, has been complained of 
both by Chinese and by American authorities. 

It is quite true that the Chinese are apathetic as regards engaging 
in or preparing for offensive operations on a substantial scale. To- 
ward overcoming this situation, it 1s imperative that we and the 
British give appropriate and adequate attention to the psychological 
and the material factors which underlie and in large part account for 
that unsatisfactory phenomenon. So long as the Chinese are doubtful 
of our intention to treat China as a real partner in a common effort 
on a fully cooperative basis, and until the Chinese have in their hands 
weapons in amounts and qualities warranting embarkation by them 
upon offensive operations, a standstill or sit-down attitude on their 
part is likely to continue to prevail and complaints about it on our 
part are likely to have little effect other than that of adversely preju- 
dicing both Chinese opinion and our own opinions. Toward improv- 
ing this situation, we need especially to make sure of the rightness of 
our own attitude, intentions and actions in regard to the Far Eastern 
theater and to our relations with and contacts with China and the 
Chinese. 

In the light of these points, consideration of which will, I think, 
contribute somewhat toward putting the situation under reference in 
perspective, and in the light of the fact that Lord Mountbatten has 
been and is—in conference with Chinese and British and American 
authorities at Chungking and at New Delhi—looking into the situation 
under reference and its problems, I would recommend that we noé for 
the present take this matter up with the War Department or any other 
agency of this Government; or, that if we do take it up with anybody 
and in any context we make effort to call attention not only to the 
unsatisfactory features of the Chinese attitude but also and at the 
same time to factors such as I have mentioned above which play a part 
in the determining of that attitude and to indicated ways and means 
resort to which might be expected to contribute toward an advan- 
tageous altering of that attitude.* 

S[ranutey] K. H[orneecx] 

“Notation by Mr. Ballantine: “Concur J. W. B.”
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President Roosevelt to Generalissimo Chiang Kai-shek *** 

. [Wasuineton,] 27 October 1943. 

No. 3701. I have been very pleased to hear from you of your satis- 

faction with your meeting with Mountbatten and Somervell.** 

The Conference at Moscow ** has made splendid progress up to the 

moment and I am very hopeful that the results will be beneficial all 

around. I am pressing for the full blown partnership of China, 

Great Britain, Russia and the United States. 
I am not yet sure whether Stalin can meet me but, under any cir- 

cumstances, I am anxious to meet you with Churchill at a reasonably 

early date somewhere between the 20th and the 25th of November. 

I think Alexandria would be a good meeting place. There are good 

accommodations there. 

I will bring a small staff with me including our highest ranking 

Army, Navy and Air officers. I should think the Conference would 

last about three days. I know you will not want to be away from 

China long, but it is far better for me to get away now than later. 

I am looking forward to seeing you because I am sure there are 

many things that can only be satisfactorily settled if we can meet face 

to face. Please keep this very confidential. 
ROOSEVELT 

740.0011 Pacific War/3541 

The Ambassador in China (Gauss) to the Secretary of State 

No. 1740 CuuncGEING, October 27, 19438. 

[Received November 18. ] 

Sir: Referring to the Embassy’s telegram no. 1649, September 7, 

4 p.m. in regard to the Chinese attitude toward a campaign for the 

recapture of Burma, I have the honor to enclose a copy of a memo- 

randum on this subject, dated October 20, 1943,*> prepared for General 

Stilwell by Second Secretary of Embassy John S. Service, attached to 

General Stilwell’s Headquarters. 

Summary. Chinese public opinion is generally hopeful of an early 
campaign for the recapture of Burma and the reopening of the Burma 
Road. ‘The public has been led by Allied propaganda to believe that 

P - Copy. of telegram obtained from the Franklin D. Roosevelt Library, Hyde 
ark, N. X. 
“>t. Gen. Brehon B. Somervell, Commanding General, U. S. Army Service 

Forces, had been on a visit to China. 

*e See pp. 819 ff. For text of the Four-Power Declaration of October 30 signed 

at aioacow see Department of State Bulletin, November 6, 1943, p. 308. 
ot printed. |
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such a campaign will be conducted with the coming of the dry season 

and feels that the success of the campaign will enable China to receive 

sufficient war supplies for its armed forces and to solve some of its 

economic problems through the import of needed materials. There 

will be widespread disappointment among the Chinese people if the 

campaign does not take place. The press, under strict government 

control, may be expected to be moderate in its criticism but public 

resentment, if the Burma drive is abandoned or delayed, is certain to 

result in an increase in the already existing distrust of Great Britain, 

which may be directed, to a lesser degree, against the United States. 

Among higher government circles alone does there seem to be an 

exception to this attitude. They realize the difficulties of the cam- 

paign, the possibility of failure if full British support is not forth- 

coming, the relatively small amount of supplies which China might 

expect to receive via a reopened Burma Road and the possible wisdom 
from the Chinese standpoint of having the war fought around rather 

than across China, i. e. along the Singapore route. An off-the-record 

press conference held by Admiral Mountbatten during his recent visit 

to Chungking, at which Chinese editors and foreign newspapermen 
were present, gave them the impression that Admiral Mountbatten’s 

primary interest was in Singapore and that there would be no Burma 

drive. "The Chinese press has, however, so far been only mildly 

critical of such astrategy. End of summary. | 

Dr. Sun Fo, President of the Legislative Yuan, in an article recently 

published in the National Herald, the local English language daily, 

voiced the opinion that the opening of the Burma Road would mean 

little to China in the way of supplies and that the real solution lay 

in the recapture by Allied forces of a port on the southeast coast of 

China. This is not the view of the man in the street, however, who 

feels that the opening of the Burma Road will result in the import of 

commercial commodities as well as military supplies. Chinese mer- 

chants are said to have made large purchases in India with a view 

to the import of goods over the Burma Road and large quantities of 

hoarded goods are reported to have been placed on the market in 

recent months against the arrival of new stocks from India. One 

Chinese newspaper correspondent has privately stated that even though 

only military supplies would be allowed to be transported via the 
Burma Road, the Chinese proclivity for smuggling would ensure the 

importation of large quantities of commercial products into China by 

that route. This informant expressed the opinion that there would 
be deep disappointment among the Chinese people if the Burma cam- 
paign were not undertaken and that its effect would be seen in the 
increasing seriousness of the Chinese economic situation. 

Respectfully yours, C. E. Gauss 

332545—57——11
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President Roosevelt to Generalissimo Chiang Kai-shek ® 

[WasuiIneTon,] 380 October 19438. 

No. 8784. I have not heard definitely from Marshal Stalin but there 
is still a chance of Churchill and me meeting him near Persian Gulf. 

Very confidentially, I hope you will make arrangements to meet 
with Churchill and me in general neighborhood of Cairo about Novem- 
ber 26th. 

I am delighted that such excellent progress is made for four power 
proposal. We have cracked the ice, and I think that you and I have 
successfully established the principle. 

Best regards RoosEVELT 

Message From Generalissimo Chiang Kai-shek to President 
Roosevelt * 

30 OcroBErR 1948. 

Dr. T. V. Soong reports that President would like to meet the 
Generalissimo and that he would see Stalin either before or after he 
sees the Generalissimo. The Generalissimo says that now the Peoples 
Political Council is over, if given reasonable notice he will be glad to 
meet the President at any time before his meeting with Stalin. If 
for whatever reason the President cannot see the Generalissimo before 
his meeting with Stalin the Generalissimo wishes to postpone the 
meeting until some other time convenient to both parties. He would 
like the President to advise whether it would be desirable for him to 
meet with Mr. Churchill and the President together or whether he 
should see the President alone whenever the meeting takes place. 

Generalissimo Chiang Kai-shek to President Roosevelt * 

[Cuunexinea,| 2 November 1943. 

I am in receipt of your telegrams transmitted to me by General 
Hearn on October 28th * and 29th ** and November ist. I am 
delighted to accept the suggestions contained in your last telegram 
and am looking forward to meeting you and Mr. Churchill. Every- 

P 86 vey telegram obtained from the Franklin D. Roosevelt Library, Hyde 
ark, N. Y. 

Copy obtained from the Franklin D. Roosevelt Library, Hyde Park, N. Y. 
This message was brought back from China by General Somervell and delivered 
to President Roosevelt on November 5. 

* Telegram No. 3701, October 27, p. 154. 
*a Not found in Department files. 
*> Telegram No. 3734, October 30, printed above.
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thing will be kept strictly secret here. The signing of the Four 
Nation Declaration is a splendid success which is entirely due to 
your firm stand for justice and solidarity. This declaration consti- 
tutes one of the greatest contributions to the peace and security of 
the Post War World. Please accept my warm and sincere thanks for 
your deep concern for our common cause and kindly convey to Mr. 
Hull my appreciation of the excellent results he has achieved at the 

conference. Best regards. 

740.0011 Pacific War/3549 

Document Prepared in the Division of Far Hastern Affairs ® 

7 [WasHineron,| November 3, 1948. 

JAPAN-WancG Recime “Pacr or ALLIANCE” oF OcroBer 80, 1943 

The “Pact of Alliance” which was signed by Japan and the Wang 
| regime on October 30 provides in part that the “treaty” of November 

30, 1940 *° “together with all instruments annexed thereto” is termi- 
nated. A comparison of the texts of the new “pact” and the “treaty” 
of 1940 suggests that the new “pact” represents a gesture on Japan’s 
part toward the Wang regime and also possibly toward the U.S. 5S. R. 

In comparison with the “treaty”, the “pact” shows a far greater 
effort on Japan’s part to appeal to Chinese good-will. In the phras- 
ing of the “pact” there is an emphasis on the apparent equality be- 
tween the two parties, all the commitments being assumed by “Japan 
and China”. A protocol accompanying the “pact” contains on 
Japan’s part a commitment to withdraw Japanese forces from China 
“when general peace between the two countries is restored and a state 
of war ceases to exist.” Japan also renounces the right of stationing 
troops under the Boxer Protocol.®! On the surface these commit- 
ments with regard to the withdrawal of Japanese troops go much 
farther than the commitments contained in the 1940 “treaty”. (The 
1940 “treaty” contained provision for the indefinite stationing of 
Japanese forces in certain parts of China and for the gradual with- 
drawal of the remainder over a period of two years after the restora- 
tion of peace between the two countries.) At the same time the 
“pact” as a whole is phrased in very general terms and provision is 

In a memorandum of November 8 the Chief of the Division of Far Hastern 
Affairs (Ballantine) addressed this document to the Adviser on Political Rela- 
tions (Hornbeck), the Assistant Secretary of State (Long), the Assistant Secre- 
tary of State (Berle), and the Under Secretary of State (Stettinius). 

° Foreign Relations, Japan, 1931-1941, vol. 11, p. 117. 
* Signed at Peking, September 7, 1901, Foreign Relations, 1901, Appendix, 

(Affairs in China), p. 312. | :
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made that the necessary details for carrying out the “Pact” are to be 
decided upon subsequently. The door is thus left open for the obtain- 
ing by Japan of any concessions which it may desire from “China.” 

The absence of any mention in the new “pact” of anti-Commu- 
nism—a subject which held a prominent place in the “treaty” of 1940 
and which has long been stressed by Japan as one of the ideological 
bonds linking Japan and the Wang regime—is notable. This omis- 
sion may indicate a gesture on Japan’s part toward the U.S. S. R. 
It certainly shows a determination on Japan’s part not to give offense 
tothe U.S.S. R. at this time. 

740.0011 Pacific War/3559 

The Ambassador in China (Gauss) to the Secretary of State 

No. 1780 CuuncKine, November 5, 1943. 
| : [ Received November 27. | 

Str: I have the honor to enclose a translation of a confidential 
report ®? written by a Chinese correspondent of the Za Kung Pao 
in regard to the military, political and economic phases of the battle 
in the Lake District of Western Hupeh in May 1943. This report 
was printed on a single sheet by the 7a Kung Pao at Chungking for 
very limited distribution and none of the material has been published 
in the paper’s regular edition. 

The correspondent spent a month and a half in the battle area dur- 
ing June and July where he talked with military personnel, with 
government officials and with the country people. As a result of his 
observations, he feels that the battle was a military defeat, a serious 
economic failure and a grave political defeat. 

Summary. Although the Chinese military authorities had prior 
knowledge of the enemy’s retreat, the Chinese counter-offensive did 
not begin until some days later and in its attacks the Chinese en- 
countered only a small number of enemy rear guard units. Chinese 
troops engaged in the campaign totaled 20 divisions while the enemy 
forces were estimated at one and a half divisions or between 20,000 
to 30,000, two-thirds of which were puppet troops. Chinese losses 
were approximately 70,000 to 80,000 men while enemy losses were 
from 8,000 to 4,000 men. The Chinese soldiers in this campaign were 
as well equipped as those of the enemy but the poor physical condition 
and training of the Chinese troops were largely responsible for the 

efeat. 
Causes of Chinese military weakness are said to be: (1) false re- 

ports on operations by military commanders of all grades; (2) lack 
of cooperation among commanding officers; (3) remoteness of high 

* Not printed. |
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commanders from their troops; (4) insufficient trained officers; 

(5) lack of food and medical attention for the soldiers; (6) enmity 

of the common people toward the Chinese troops; and (7) treachery 

of Chinese who aid the enemy. 

Under present conditions, which are believed to exist generally 

throughout the National Government’s armies, a division of soldiers 

may be entirely wiped out by disease, starvation and desertions within 

two years’ time without ever having participated in military 

operations. 
Large towns and small villages in the battle area were reduced to 

ashes and most of the people were killed or taken away by the enemy, 

who also carried off or destroyed all movable property, broke dikes 

and burned boats in the area affected. The population was greatly 

reduced and the destruction effected by the enemy will require twenty 

to thirty years to repair. | 

The harsh treatment of the common people by the Chinese troops 

and the Japanese policy of apparent friendliness to them has resulted 

in making the common people hostile toward their own soldiers. In 

one town the Chinese garrison, prior to the arrival of the enemy, 

ordered the local populace to evacuate the city but would not permit 

them to take their possessions. Following the evacuation the garrison 

completely looted the city and killed those who had refused to depart. 

In another place the garrison was guilty of looting, rape, murder and 

burning of houses and of charging the populace large sums of money 

for permits to enable them to return to their homes. Local government 

organizations were in league with the enemy and smugglers and 

members of secret societies deceived the people into thinking the 

Japanese would be friendly to them. This was true during the 

enemy’s advance, but when they retreated they burned villages and 

killed the people on a vast scale. These same traitors, however, con- 

tinued to work for the local governmental and party organizations 

after thecampaign. L'nd of summary. 

The foregoing description of the Hupeh campaign and of the de- 

struction resulting therefrom has been heard from other sources and 

ss believed to be accurate. It represents a damning indictment of the 

Chinese military authorities responsible for the conditions existing 

among Chinese troops and gives an indication of the meager extent to 

which the Chinese armed forces can be expected to contribute to the 

United Nations war effort unless drastic reorganization takes place. 

It is not believed that the man in the street is aware of the degree of 

‘neffectiveness of Chinese military strength and many Chinese ob- 

servers are of the opinion that President Chiang Kai-shek himself 

‘5 not aware of the extent to which the Chinese army has deteriorated. 

They state that no one dares tell him the truth and that if anyone did 

attempt to give him a true picture of the situation those close to the 

President would prevent such action. It is generally agreed that the 

higher military authorities are aware of these conditions but are un- 

able effectively to remedy the situation because of economic, financial 

and political considerations.



160 FOREIGN RELATIONS, 1943, CHINA 

Most observers agree that the distressing conditions found among 
Chinese troops in the Hupeh area are not confined to those forces but 
generally exist throughout every area. Even the troops of General 
Hu Tsung-nan, Deputy Commander of the 8th War Zone, which are 
said to be the best equipped and trained of all the Chinese forces, are 
reported to require monthly replacements at the rate of 600 men a 
division. Numerous reports have reached the Embassy of the general 
ill-health among Chinese troops throughout free China because of 
lack of sufficient food and medical attention. Many critics state that 
honest and efficient military administration alone would go far toward 
solving the problem in that the troops would then receive the food 
and medical supplies intended for them and the elimination of the 
present practice of padding the rolls indulged in by military com- 
manders would enable the government to save a considerable sum. 
There seems, however, little or no hope that any effective steps will 
be taken by the Chinese authorities to relieve the present situation 
and the only positive and effective Chinese military contribution will 
likely come from American-trained and -equipped Chinese forces who 
may be expected to be given decent rations and medical attention. 

Respectfully yours, C. E. Gauss 

President Roosevelt to Generalissimo Chiang Kai-shek * 

[Wasuinaton,] November 8, 1943. 
No. 3788. Many thanks for your message.™* I am leaving for 

North Africa in 2 or 8 days and I hope to get to Cairo the 21st. 
Churchill will meet me there. We hope to meet Marshal Stalin in 
Persia about the 26th or 27th. However I would prefer that you 
and Churchill and I meet before that. Therefore can you try to 
reach Cairo by the 22nd of November? We will arrange good ac- 
commodations and guard for you and your party in or near Cairo. 
Please let me know as soon as you can. 

| ROOsEVELT 

Generalissimo Chiang Kai-shek to President Roosevelt 

CHUNGKING, November 9, 1943. 
No. 858. Mme Chiang down with flu and dysentery. Funeral of 

late President Lin Sen scheduled for 17th. Provided Mme Chiang 

* Copy of telegram obtained from the Franklin D. Roosevelt Library, Hyde 
Park, N. Y. The text of thig message was repeated by President Roosevelt to 
Prime Minister Churchill in telegram No. 413, November 8, 1943. 

“8 November 2, p. 156. 
“Copy of telegram obtained from the Franklin D. Roosevelt Library, Hyde 

Park, N. Y.
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has recovered I intend to leave here early on the 18th. Otherwise I 

must delay my departure, in which case your conference with Stalin 

can take place before ours. I prefer seeing you before you see Stalin 

and sincerely hope our plans will work out in that way. 
Cutane Kai-sHek 

893.248/285 

The Ambassador in China (Gauss) to the Secretary of State 

No. 1792 CuuncKine, November 9, 1943. 

[Received November 27. ] 

Subject: Investigation of Reported Sabotage of Airfield Construction 

in Hengyang Area. 

Sir: I have the honor to enclose a copy of despatch no. 83, October 

97, 1943 from the Consul at Kweilin on the above subject. The 

despatch contains a summary of the memorandum enclosed therewith. 

This despatch was prepared, and the investigations upon which it 

is based were conducted, in response to an instruction from the Em- 

bassy sent at the request of General Stilwell’s headquarters. A copy 

of the report and its enclosure has been transmitted to General Stil- 

well’s headquarters with the reservations that it must be regarded as 

secret, that it is not to be used with the Chinese authorities without 

the consent of the Ambassador, and that in the relations between the 

American Government arid the Chinese authorities, such reports must 

be used in such manner as not to violate their confidential character, 

or to disclose their sources, or affect the usefulness and standing of 

the Foreign Service officers concerned. 

Respectfully yours, | C. E. Gauss 

[Enclosure] 

The Consul at Kweilin (Ringwalt) to the Ambassador in China 

(Gauss) 

No. 83 KweEI.1n, October 27, 1943. 

Sir: I have the honor to refer to the Embassy’s telegram no. 27, 

dated October 15, 1943, 3 p. m., instructing me to attempt to obtain 

information in regard to difficulties encountered in the Hengyang area 

in connection with the construction of airfields, and to enclose herewith 

a memorandum dated October 26, 1943,°* describing the results of my 

investigation. In conducting this investigation, I consulted freely 

with members of the United States armed forces in Changsha, Heng- 

yang and Kweilin, and cautiously and discreetly with Chinese officials, 

*8 Not printed. _ |
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contractors, and businessmen, and with alien employees of the United 
States Army at Hengyang. Although some of the information ob- 
tained in private interviews might be difficult of confirmation in an 
official investigation, the general picture is believed to be substantially 
correct. 

The following is asummary of the memorandum: 

Construction work on the airfields in the Hengyang area has been 
hampered for a variety of reasons: in Hsiangtan, construction is 
understood to be delayed because of a lack of funds; in Kanhsien, 
primarily because of a technicality but (it is rumored) fundamentally 
because of a fear of Japanese reprisals, work on the airfield has been 
held up indefinitely; in Namyung and Suichuan, dilatoriness on the 
part of representatives of the Commission on Aeronautical Affairs has 
jeopardized United States Army planes; while at Hengyang there 
seems to be wholesale intimidation, corruption and venality in connec- 
tion with airfield construction in which representatives of the Com- 
mission on Aeronautical Affairs, the War Area Service Corps, and the 
Hengyang Municipal Government are involved, resulting in the can- 
celation of one large contract and delay in the completion of several 
others. One of the chief sources of trouble seems to be the jealousy 
of the Commission on Aeronautical Affairs (which was formerly 
supreme in matters pertaining to aviation) of the Ministry of Com- 
munications which has taken over most of the important airfield con- 
struction work and of the United States Army Air Force which has 
eclipsed the Chinese Air Force. The Commanding Officer of the 
United States Army Services of Supply at Kweilin has recommended 
that an investigation be made of the situation in Hengyang by com- 
petent Chinese officials. . 

Respectfully yours, ArtTuur R. Rinewa.t 

President Roosevelt to Generalissimo Chiang Kai-shek 

[WasHINcTOoN,] November 10, 1948. 

[am terribly sorry to learn of Madame Chiang’s illness and sincerely 
hope that she will be fully recovered in time for our conference. 

I have had a long talk with General Somervell and appreciate very 
much your courtesies to him. He has given me your private mes- 
sage °* as I have already indicated to you. 

I agree with you fully that we should meet together before I see 
Stalin. I want so much to have some good talks with you so, natu- 
rally, I am eagerly looking forward to seeing you. 

ROoOsEVELT 

* Copy of telegram obtained from the Franklin D. Roosevelt Library, Hyde 
Park, N. Y. 

** Message of October 380, p. 156.
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127.6/358a 

Memorandum by the Adviser on Political Relations (Hornbeck) ** 

[WasHineton,] November 11, 1943. 

A number of American nationals who have returned from China 
recently after having been in and around Chungking have affirmed 
that there is great confusion among and between various American 
official agencies operating in China, due to the fact that these agencies 
are operating independently of one another and are responsible only 
to the different authorities in Washington under which they function 
respectively. The view has been advanced by some of these observers 
that the personnel of some of these groups in China seem to be con- 
cerned much more for the interests of their own agency than for those 
of the United States; and the further view has been advanced by some 
that some system should be devised whereby all of this personnel will 
be brought under the supervision of some one controlling American 
authority in Chungking.” 

S[rantey| K. H[ornpecx ] 

President Roosevelt to Generalissimo Chiang Kai-shek ** 

[WasHineton, November 12, 1943.] 

Personal. I am just off for French North Africa and our meeting 
place where I am scheduled to arrive by the 22d. I expect to stay 
there until the 26th when I will go to see our friend from the north 
and then return to our conference place in 8 or 4 days. 

I do hope you can come by the 22d and that Madame Chiang is much 
better. Please give her my warm regards, 

ROOsEVELT 

Brigadier General Patrick J. Hurley®” to President Roosevelt *° 

Catro, 20 November 1948. 
I have inspected the Chinese Theatre of Operations. I spent con- 

siderable time with the American Generals, Lieutenant General Stil- 
well, Major General Chennault, and other Chinese and American 

” Addressed to the Assistant Secretary of State (Shaw), the Under Secretary 
of State (Stettinius), and the Secretary of State. 

* Marginal notation by William E. DeCourcy, Executive Assistant to the Assist: 
ant Secretary of State (Shaw): “Such a system has already been devised and 
has been in effect for many months. WEDC” 
Park Copy of telegram obtained from the Franklin D. Roosevelt Library, Hyde 

"> Special representative of President Roosevelt in the Near East ; he had made 
an inspection trip to China. 

“* Copy obtained from the Franklin D. Roosevelt Library, Hyde Park, N. Y.
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Army Officers. I was accompanied into the Chinese Theatre by Major 
General] Stratemeyer who is Commander of the American Air Opera- 
tions in the India and China Theatres. I had two conferences with 
the President of China, Generalissimo Chiang Kai-shek. The Gen- 
eralissimo expressed his complete confidence in you, in your motives, 
and in the principles that you have promulgated. 

The Generalissimo talked very frankly about the coming conference 
in Cairo. He questioned whether or not he could meet Marshal Stalin 
at Teheran on the terms of amity becoming such a meeting. He re-— 
lated to me frankly the causes that impelled him to hesitate to have a 
personal meeting with Marshal Stalin. He related to me his sus- 
picions concerning Russia’s desires to communize China and perhaps 
for complete conquest and annexation to Russia of a portion of China. 

I recalled to him Marshal Stalin’s renunciation of world conquest 
as a fundamental policy of communism. I told him that in my opinion 
Marshal Stalin is now committed to the proposition that communism 
can succeed in Russia alone without an attempt being made to force 
it on the rest of the world. I said also that in my opinion Russia is 
no longer subsidizing or directing communist activities in other na- 
tions. I suggested to the Generalissimo that Russia’s own experience 
with communism in Russia is to some extent neutralizing what we 
considered to be the harsher elements of the communistic ideology. I 
said that I realized that there are communist political parties in other 
nations but in my opinion such parties are neither directed nor sub- 

_._. sidized from Russia. 
In corroboration of these arguments I drew the Generalissimo’s 

attention to the recent Moscow declaration. Notwithstanding this, 
the Generalissimo still appeared to entertain grave doubts of the 
friendly intentions of the Soviet Government toward China. 

The Generalissimo stated that he wished to see you first in Cairo 
-and much depended on his conference with you as to whether or not he 
would subsequently confer with Marshal Stalin. 

I hope I may have the opportunity of discussing with you the 
Chinese-Russian problem before you have a conference with the 
Generalissimo. 

The Generalissimo stated that so far as you and Prime Minister 
Churchill are concerned he has no doubt of being able to find a basis 
of complete cooperation. 

As President of China and as Generalissimo, Chiang Kai-shek will 
recommend that the coming conference reiterate the Atlantic 
Charter. If possible he would like to have your Four Freedoms * 

* Joint declaration by President Roosevelt and British Prime Minister 
Churchill on August 14, 1941; Department of State Bulletin, August 16, 1941, 
p. 125, or 55 Stat. 1608. 

*2 See address by President Roosevelt to Congress, January 6, 1941, Department 
of State, Peace and War: United States Foreign Policy, 1931-1941 (Washington, 
Government Printing Office, 1943), p. 608.
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specifically included in the declaration of the Cairo or Teheran 
conference. 

. After conferences with the Generalissimo which covered approxi- 
| mately six hours, I have drawn the following conclusions: 

(1) The Generalissimo and the Chinese people favor the principles ! 

of democracy and liberty. i 
(2) The Generalissimo and the Chinese people are opposed to the 

principles of imperialism and communism. 
(3) He believes that you, of course, favor democracy and liberty. 

He understands, however, that you may temporarily have to temporize 
with imperialism and communism in the interests of the joint war 

effort. 
(4) Heis aware that the future co-operation and unity of the United 

Nations must depend upon your ability to assimilate rather than elim- 
inate divergent ideologies. He is convinced that you must find prin- 
ciples on which the Big Four nations can agree. In seeking these 
principles he feels that you must have extensive freedom of action. 

_ (5) He wanted me to say to you that he has implicit confidence | 
in your motives and that he is committed to the fundamental 
principles which you have promulgated. 

(6) He will, therefore, follow your leadership on the diplomatic } 
and political questions that will be considered in the impending 
conference. 

On strategy he finds himself unable to accept a subordinate position 
in the Asiatic area to Lord Mountbatten. He stated that so far as 
the Chinese Theatre of Operations is concerned he must be supreme. 
He stated that if he should accept a secondary position in that theatre 
it would divide his following and eventually so weaken his position 
that he could no longer maintain himself as the leader of all China. 
Notwithstanding this attitude he is ready to cooperate fully with 
Lord Mountbatten and he thinks that in Northern Burma and even- 
tually in Thailand and possibly in Indo-China, there would be cir- 
cumstances in which he would favor the control of British, American 
and Chinese troops being placed under one commander. He said that 
he personally liked Lord Mountbatten and that he could visualize 
future operations outside of China where he would want his Lordship 
to be the Supreme Commander of United Nations forces, including 
Chinese Armies. However, he was steadfast in maintenance of the 
principle that in the Chinese Theatre it is better for himself and 
China and the United Nations that he should remain the ultimate 
authority. 

He expressed the opinion that the subjugation of Japan should be 
sought through an attack on Japanin Japan. Attacks should be made 
from various sectors of the Pacific Theatre, the India-Burmese and 
the Chinese Theatres simultaneously. These attacks should be co-
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ordinated and directed toward the ultimate occupation and conquest 
of Japan in Japan. Tokio and all Japan is the objective rather than 
any state, island or citadel outside of Japan. He also spoke with 
clarity of the strategy of attacking Tokio and all Japan through 
China. 

In all of the foregoing it will be apparent to you that I have con- 
fined myself to a discussion of the attitude of President-General- 
issimo Chiang Kai-shek toward a meeting with Marshal Stalin. I 
have purposely refrained from injecting into this letter any of the 
reasons why Marshal Stalin might not want a public meeting with 
Chiang Kai-shek at thismoment. For instance, Marshal Stalin might 
be opposed to taking any action that might cause the closing of the 
Port of Vladivostok. Moreover, you may find that Marshal Stalin 
might be convinced that it would be unwise to take any action that 
might bring an enemy down on his rear in the present posture of the 
conflict. 

In evaluating the Generalissimo’s conversations it is advisable to 
consider with some skepticism the Chinese capacity, or readiness, to 
contribute materially to offensive warfare. It is advisable likewise to 
give consideration to the relative importance placed by the Chinese 
Central Government upon conserving its strength for maintenance of 
its postwar internal supremacy as against the more immediate objec- 
tive of defeating Japan. These are questions I should like to discuss 
with you further. 

Respectfully yours, | Patrick J. Huriey 

. 127.6/358a 

J Memorandum by Mr. Wiliam E'. DeCourcy, Executive Assistant to 
the Assistant Secretary of State (Shaw) ® 

[WasHineron,| November 24, 1943. 

Mr. Suaw: For your information, in connection with the attached 
memorandum of November 11 from Mr. Hornbeck, I am giving 
below the names of the chief representatives of other civilian agencies 
of the Government assigned to Chungking: 

FEA (OEW) Walter W. Fowler 
FEA (OLLA) J. Franklin Ray 
OWI Francis M. Fisher 
IDC John K. Fairbanks, who is to be replaced within the near 

future by George Kates. 

>In a message to President Roosevelt dated November 12, 1943, Marshal 
Stalin stated: “It goes without saying that at Tehran there will take place a 
meeting of the heads of only the three Governments as was agreed. The par- 
ticipation of the representatives of any other powers must be absolutely ex- 
cluded.” (Moscow Embassy Files, Lot F-96.) 

* Addressed to the Assistant Secretary of State (Shaw), 
Ante, p. 168. ,
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Until recently Clyde Sargent represented the OSS in Chungking, 

but as OSS operations in China are now to be carried on under the 

direction of the theater commander, Mr. Sargent will not be attached 

to the Embassy when he returns. 

All of the above listed representatives have been designated “Special 

Assistant—American Embassy” at the specific request of Ambassador 

Gauss, who preferred that designation to the usual one of “Special 

Assistant to the American Ambassador”. I have not seen any reports 

from the Embassy in Chungking complaining of the activities of other 

civilian agencies and if proper supervision and control is not being 

exercised in accordance with the provisions of D.S. No. 3558 of August 

15, 1942, responsibility must rest, to a large extent, with the Embassy 

itself. I suggest that an instruction be sent to the Embassy requesting 

a report on the situation. 
W. E. DeCourcy 

740.0011 Pacific War/3557 ; Telegram 

The Ambassador in China (Gauss) to the Secretary of State 

CuuneKine, November 26, 1943—5 p. m. 

[Received November 26—2: 33 p. m.] 

9946. Drumright in telegram November 17 from Loyang reports 

as follows: 

According to Chinese believed to have reliable connections who 

recently saw Wang Ching-wei and high Japanese military officials at 

Nanking, Japan eager to arrange peace with Chungking and continues 

to make unsuccessful offers. Japanese army leaders professedly think 

Japan can use reported United Nations differences to strengthen 

Japanese position in Pacific, hoping to play British off against 

Americans or Soviets against British, Matsuoka* departed Japan 
October 7 for Soviet Union to try arrange Russo-German peace. 

Wang still has little power and his efforts expand authority blocked 

by Japanese. He visited Japan end September to seek cessation of 

grain seizures and cotton control in occupied areas but his request 

denied. 

Repeated to Moscow. 
GAUSS 

1 Diplomatic Serial No. 3553, on coordination of the activities of all civilian 

representatives of executive departments and agencies of the Government; not 

printed (127.6/166a). 

Yosuke Matsuoka, Japanese Minister for Foreign Affairs, July 22, 1940- 

July 16, 1941.
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740.0011 Pacific War/3558 : Telegram 

Lhe Ambassador in China (Gauss) to the Secretary of State 

Cuunexina, November 27, 1943—10 p. m. 
[Received November 27—4: 14 p. m.] 

2265. Kweilin reports under date November 24 that Changteh 
reported in flames; that Changsha heavily bombed 23rd and Kweilin 
observers believe it will be attacked in immediate future with little 
possibility of other than usual perfunctory defense; that it is reliably 
reported that larger proportion Jap troops to puppets are being em- 
ployed than in last campaign; that in Kwangtung Japs have occupied 
Canton—Kowloon railway area and are threatening Waichow; that if 
Changsha falls it is considered likely Japs will open drive on Canton— 
Hankow railway which observers believe will not meet effective 
Chinese resistance; and that if that line is occupied Americans east 
of it will be isolated. 
Embassy is instructing Kweilin to watch developments carefully 

with a view, if situation develops adversely, to advising Americans in 
Changsha or any other locality that may be threatened to withdraw 
in ample time to safer place. 

Gauss 

893.51/7724 

Lhe Ambassador in China (Gauss) to the Secretary of State 

No. 1870 Cuunexine, November 30, 1943. 
[Received December 16.] 

Sir: I have the honor to refer to previous despatches and tele- 
graphic reports in regard to the current economic and financial situ- 
ation in China as it relates to the war effort, including the Embassy’s 
despatches nos. 1529 and 1564 of August 31 and September 10, 1943, 
respectively,’ and to submit further comment on this subject. 

1, Mr. S. Adler, the Chungking representative of the U. S. Treasury 
Department, summarizes various of the significant factors in the 
general economic situation in China as follows: 

a. Notes in circulation at the end of August 1943 reached a total of 
CN $56,250,000,000, and, with the continuing rate of monthly increase 
of CN $3,250,000,000, at the end of 1943 will total something like 
$70,000,000,000 CN, having more than doubled during the year. 

6. The budgetary deficit for 1943 will probably amount to more than 
CN $25,000,000,000. In 1944 expenditures are expected to reach be- 
tween CN $60,000,000,000 and CN $80,000,000,000. Revenues are not 
expected to exceed one-half of the expenditures. 

* Post, p. 444, and ante, p. 118, respectively.
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c. Along with these aspects of currency inflation, prices continue to 

advance approximately 10 per cent a month and at the end of October 

1943, were some 160 times (16,000% ) the 1937 level. 
d. There is little reason to expect that any great reduction of note 

circulation will result from the Chinese Government’s announced 

plan, if put into effect, of selling in China $200,000,000 U. 8. worth of 

gold, to be obtained from the United States against the half-billion 

dollar American credit. (Notwithstanding announcement of this 

plan, definite decision has not yet been taken as to the employment of 
the gold in question. ) 

e, A further adverse factor is the lessening of the existing meager 
industrial production in free China due to machine deterioration and 
lack of replacement parts. 

The Minister of Economic Affairs, Dr. Wong Wen-hao, one of the 

soundest and more competent of the higher officials of the Chinese 

Government, informed us not long ago that he could envisage no 

solution for the problem of inflation in this country, and he mentioned 

that even the tax system, especially collection in kind, had proven 

disappointing because of corruption on the part of the poorly paid 

tax officials. He said that the people found it unbearable, as evidenced 
by the resultant peasant revolts against it in a number of provinces 

: of free China. 
It must be accepted as fact that the Chinese cannot solve their 

desperate economic problems. China not only lacks the administrative 

machinery to enforce price, anti-hoarding and other anti-inflationary 

controls, but Chinese officials, merchants and the people in general 

do not have the psychological make-up under present conditions which 

is necessary for effective cooperation for success in such matters. 

2, The military and political implications in this situation are obvi- 

ous and have lately become more and more apparent. Corollary to 
the economic deterioration there has been a steady military deteriora- 
tion with the result that China’s war effort the past four years has 
been completely defensive and in many respects has become very 
passively and complacently so. The Chinese have more and more 
developed the tendency to rely, for the protection and maintenance 
of free China, less upon their armies than upon geographic factors 
and the reluctance of the Japanese to expend enough men and ma- 
terials to drive the Chinese Government from Chungking. (The U.S. 
14th Air Force has been the weapon, by its attacks upon enemy air 
strength, including installations, which has forced the Japanese air 
arm to concentrate on counterattacks on “allied” airfields and to re- 
frain from costly efforts to bomb the Chinese Government out of 

Chungking.) We have mentioned in previous reports the serious 
and widespread deterioration of the Chinese troops due to malnutri- 
tion, lack of militarily useful activity, corruption of officers, and the 
participation by troops in trade with the enemy and enemy-held terri-
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tory for subsistence purposes and sometimes for profit; we have re- 
ported the weakening of the Government’s internal position and the 
serious effects which the situation is having upon prospects for post- 
war political and economic reconstruction. 

Serious as are the political implications in the situation, it would be 
a mistake to assume that the inevitable result will be compromise with 
Japan. Chiang Kai-shek and his supporters who control the Govern- 
ment have no thought of capitulation, or of endeavoring to work out 
any modus vivendi with Japan as long as they can keep going. They 
learned long ago in north China in the bitterest way what “coopera- 
tion” with the Japanese means and since have had more than ample 
evidence in the occupied areas of China and of other Far Eastern 
countries of what might be expected from coming to terms with Japan. 
A compromise arrangement with the Japanese would hold no benefit 
to the leaders of a Government whose soundest store of value is in its 
funds and foreign exchange credits in the United States and who 
realize the necessity of being on the winning side. There is no ques- 
tion that China’s leaders and the Chinese as a whole have during the 
past year acquired a conviction that the Allies will win the war. 
Indeed, the optimism and wishful thinking of the Chinese in respect 
to an early termination of the war, including an early collapse of 
Japan, have made them all the more vulnerable psychologically to 
reverses; and this provides one of the reasons why failure of a Burma 
campaign would have most serious effects upon Chinese morale. By 
hastening the process of the already continuing economic, military 
and political deterioration, it would without much question tend to 
diminish at an accelerated pace China’s war effort and reduce the 
amount of active help which the Chinese Government could furnish 
to our military and other governmental agencies concerned in the 
general war effort in this theatre. 

3. The question of what further the American Government can do 
toward causing improvement in this situation remains ever before 
us and becomes increasingly urgent as time goes on. 

In addition to the problem of assisting an Ally who has suffered 
at the hands of the enemy for six years and who continues to contain 
almost half a million Japanese troops with their equipment including 
a large number of planes, our pressing immediate problems are two- 
fold: (1) to increase our aid to China so that if she can be persuaded 
to do so she may in time take an active rather than a passive—an of- 
fensive rather than a weak defensive—role in the war against Japan; 
and (2) to induce the Chinese to make such actively affirmative 
contribution to the war effort now as is in their capacity—and there 
is much they can do at present to help the Allied cause which they 
are not by any means doing. (There is another long range problem
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which need not be considered here—that of diverting the Chinese Gov- 

ernment from its fascist-like tendencies, both political and economic, 

into the direction of democracy so that it will be easy and natural for 

China to cooperate with us, economically as well as politically, after 

the war.) | 

4, Unfortunately, due in part to China’s inability to help herself 

economically, there appears to be little effective economic help we 

can furnish China at the present time and under present conditions. 

Foreign loans appear to have lost effective value as a palliative for 

the constantly deteriorating economic situation. The American Sta- 

bilization Loan has not been actually used and the Stabilization Board 

(which since the outbreak of the Pacific War has more and more 

become an instrumentality of the Chinese Ministry of Finance rather 

than a free agent and which is now moribund) has not stabilized the 

currency. While the official rate as against U. S. currency is 20 to 1, 

American dollars sell in black markets at from 80-100 to 1, and the 

only “stabilization” that has been effected has been in the restricted. 

field of international remittances. The American half-billion dollar 

credit, although it gave great encouragement to the Chinese Govern- 

ment at the time it was arranged and consequently helped to sustain 

confidence in the Government’s capacity to carry on, has had little 

or no other effect on China’s internal economy, has not retarded infla- 

tion, and has been economically useful to the Chinese Government 

chiefly because it has provided a means of building up the Chinese 

Government’s foreign exchange reserves abroad. (There is reason to 

believe that the Chinese Government has been eager to use up the 

half-billion dollar credit to clear the decks for a request for a further 

American loan.) The project for the sale of gold—the most recent 

Chinese device to utilize the American loan—may be abandoned by 

the Chinese Government as far as its original purpose is concerned 

and the gold may be used as a reserve in connection with post-war 

international monetary arrangements. Even if the gold should be 

utilized for the originally announced purpose, it is not expected that 

its sale in free China will, as against the continuing excessive rate of 

currency expansion, so reduce note circulation as to retard inflation to 

any appreciable degree. 

5. Politically, it is believed that the American Government has been 

doing everything possible to assist China. Mere political gestures 

have, like loans, lost effective value. But concrete gestures such as 

the inclusion of China in the recent Moscow Declaration have ob- 

vious immediate as well as long range value and tend to strengthen 

and make more solid China’s community of interest with us and her 

other principal ally in international affairs. Such developments hold, 

of course, a very considerable appeal to the Chinese, especially be- 

332545—57—12
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cause of the implications that China is one of the “Big Four” and is a 
first-class power and because considerations of face so extensively gov- 
ern Chinese thought and action. 

But such developments do not influence China much, if at all, 
toward acting like a first-class power in respect to her obligations to 
her Allies. This is not entirely due to cynical selfishness and self- 
interest. It is due in part to war weariness and to the Chinese convic- 
tion, which we and our propagandists both official and unofficial have 
helped the Chinese to acquire, that they have already done their part 
and may well sit back, conserving what they have of treasure and 
materials and men and obtaining from us more treasure and materials 
if they can, while we defeat Japan and bring into being the rosy post- 
war China on which they are now concentrating so much wishful 
thinking. 
Mixed with this wishful thinking are some definite apprehensions 

for the future which gnaw on the official Chinese mind as Justifica- 
tion for conservation of military resources and for diverting more 
than half a million soldiers (including some of the best Chinese divi- 
sions) from the Japanese front to blockade the Chinese communist 
forces. ‘The Chinese are apprehensive lest in time the Russians sweep 
down through Manchuria and with the aid of the Chinese communists 
occupy north China as well as Manchuria. They suspect that the 
British do not wish Burma recaptured with the assistance of China 
and the United States; that the British may occupy Thailand and 
stay there; and that once Malaya is retaken from the J apanese, British 
effort toward crushing Japan will dwindle. They suspect that by 
the time this happens the United States itself may be so war weary 
that we may make a compromise peace with Japan. There isa definite 
relationship between these apprehensions and the question of the 
Chinese willingness, aside from the question of capacity, to revitalize 
China’s war effort. 

6. We cannot expect China to increase her contribution to the war 
effort beyond her capacity, or even up to a point near the limit of her 
capacity. The yardstick of China’s great manpower as a mighty mili- 
tary potential, so frequently used by commentators and “experts” in 
the United States and elsewhere to measure China’s value to the Allied 
cause, is a false gauge. Without artillery, without adequate supplies 
and reserves of munitions and equipment and other essentials, without 
intensive training of troops, efficient leadership and vastly improved 
morale, it is fantastic to expect China to undertake any serious offen- 
sive against the Japanese, now or in the long future. China simply 
does not have the capacity, or the spirit, to do so. 

But there is much that China can do, and is not doing, to assist in 
the defeat of Japan. China can and should contribute to her ally, the
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United States, a larger, more realistic and wholehearted cooperation 
and assistance in the measures taken by the United States to aid 
China in the China theater ; to protect China from Japan and to reach 
forward to the vitals of Japan—to strike at Japan’s war industries, 
and bases, and shipping and naval strength and air and military 
strength in China, in the areas near China, and in Japan, for the 
purpose of crippling and destroying them by air power. 

China has long cried loudly for greater air aid—for planes for an 
almost nonexistent Chinese air force, and for American air support. 
But the expansion of aerial activity in China and its extension to the 
vitals of Japan depends not alone on the provision of planes and pilots 
but on the necessary facilities for the use and support of those planes 
and pilots; it depends upon the provision of numerous adequate air 
bases with all the facilities needed at such bases for efficient air opera- 
tions; it depends on roads connecting airfields with bases of supply; 
it depends on transport for constant and continuing supply, and so 
on. It depends also upon military dispositions by the Chinese ground 
forces to cover the extension of the line of bases eastward, ever 
forward, to within striking distance of Japan and Formosa and neigh- 
boring areas. It depends upon proper and adequate military disposi- 
tions by Chinese ground forces to cooperate with the air forces 
themselves in protecting such bases against the inevitable Japanese 
expeditions for their destruction. 

It is such aid and assistance that China can give, and give in abun- 
dant measure, to assist her allies, and by assisting them, to help 
herself in the winning of the war. It is such aid and assistance that 
China is not giving, or is giving only half-heartedly or in meagre 
measure. 

The Chinese—some of them sincerely but lacking knowledge of 
the real situation—may dispute that charge; but the facts remain that 
China’s aid has been found sadly wanting; that there are long, unex- 
plained delays in getting on with the construction of air bases and 
air base facilities and roads; that budgets are cut and only restored 
after pressure; that appropriated funds are long delayed in being 
issued from the Chinese treasury and work is constantly postponed 
until funds are available; that there is evidence of graft and corrup- 
tion and even of sabotage of honest effort; that costs are fantastically 
high for both labor and materials and there is no disposition to check 
them; that, while the American Government itself is contributing 
enormous sums for the provision of the necessary air base facilities, 
for transportation costs, et cetera, exchange rates are being held at 
a ridiculous and arbitrary level—with no real disposition to effect an 
honest adjustment, or to provide reverse lend-lease or mutual aid; 
that troops which might be used to protect the eastward movement
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of our line of attack on Japan from the air—to protect air base con- 
struction and to defend the bases when constructed—are stationed 
elsewhere to blockade Chinese communist areas or to prepare for civil 
war in China after the defeat of Japan; and that there is also evidence 
that under threats by the Japanese of bombing operations in locali- 
ties where airfields may be constructed, local authorities have im- 

| peded—practically sabotaged—the plans for such projects. 
Be as charitable as one may, it cannot be said that China is con- 

tributing in any reasonable measure, within her resources, to the war 
effort in the China theater; China is not helping her Allies to help 

| herself. 

7. After some six years of war the Chinese are undoubtedly tired 
and war weary. While they have no thought of capitulating or of 
seeking an arrangement with Japan, they have more or less persuaded 
themselves that they have done their full part in this war and their 

inclination is to sit back, conserve their resources, and let us win the 
war for them. We are ourselves greatly to blame for having allowed 
China to slip into this state of complacency. Our propaganda at home 
has helped the Chinese to persuade themselves that they have done 
their full share in the war. 

China is dependent upon the friendship and generosity of the United 
States not only during the war but in the post-war reconstruction 
period. Her leaders fully realize this but are too inclined to take 
American aid—amilitary, financial, and political—as a matter of course; 
almost as a matter of right. 

By a more realistic—but frank, honest and open—attitude and ap- 
proach it should be possible for us to persuade China to abandon her 
lethargic complacency and revitalize her war effort within the avail- 
able means and resources of the country and in a more cooperative and 
responsible and appreciative attitude toward her American ally, 
which alone is assisting her in her distress. 

Our aid to China by way of the provision of military and other 
supplies must continue to be limited until land or sea supply routes 
can be re-established. Reopening of the Burma Road would not, of 

course, result in an immediate influx of consumers goods, because its 
capacity would be taxed with the transport of military supplies needed 
to expand our military activities and to equip the Chinese for any 
possible expansion of theirs. But it would result in a tremendous 
upswing in morale which would have a very salutary effect on the gen- 
eral economic situation because it would cause a rebirth of confidence 
in the currency and would force the release of hoarded goods. 

8. As present circumstances limit us to the military (principally 
the aerial) field in aiding China, it is to military developments within 
China and in adjacent areas that we must look for possible sources of
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improvement in the unhappy economic situation. Meanwhile, bar- 

ring crop failures, that situation will continue as it is, worsening 

steadily toward some time and point at which the present almost fixed 

rate of deterioration will break into chaos. Fortunately that time and 

point is yet some distance away. 

Mention was made in despatch no. 1529 that economic and financial 

experts in China seem to agree that inflation of itself (notwithstanding 

the fantastic rate of the spiraling) will not result in economic collapse 

in the near future because China is fundamentally an agricultural 

country and the great majority of the population live off the land. 

Dr. Young, American adviser to the Chinese Ministry of Finance, 

was cited as of the opinion that the determining factors in the situa- 

tion for the future were the extent of the Chinese Government’s grow- 

ing deficit ; the state of public confidence, which largely depends upon 

the military situation especially in China and in areas adjoining 

China; and the state of the crops. | | 

In despatch no. 1564, we reaffirmed our opinion that the agricultural 

considerations mentioned above preclude the probability of the occur- 

rence of a general economic collapse in the same time ratio as that of 

the collapse in Austria in the years 1921-238 following a somewhat 

parallel seven year period of inflation, and that the question of the 

maintenance of the economic situation against wholly disastrous de- 

terioration resolves itself into military problems. We pointed out 

that acceleration of American victories in the Pacific would improve 

Chinese morale and therefore benefit Chinese economy and finance 

(the Chinese, notwithstanding their own lack of affirmative war ef- 

fort, are very articulate in their complaints against the slowness of the 

“stepping-stone campaign” in the South Pacific islands). The view 

was expressed that early recapture of Burma would result in a great 

lift in confidence, which would have extremely beneficial results on 

the economic situation in general. (It was also pointed out, as has 

been done in other despatches and telegraphic reports, that failure of a 

Burma campaign would be a disaster of the first magnitude.) We 

gave our considered opinion that the determining factors were and 

would continue to be those comprised in military developments within 

China and in adjoining areas. 

Dr. Wong Wen-hao has stated to us that he believes it is impossible 

to make any definitive prediction as to how long the present disheart- 

ening financial and economic situation can continue but that in his 

opinion a major economic crisis does not seem likely to occur within a 

year or a year and a half. Mr. Adler, in connection with his sum- 

mary of the adverse factors in the situation described in paragraph 

numbered one of this despatch, has commented that, notwithstanding 

‘Arthur N. Young.
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the famine conditions in some areas and the failure of a second crop 
in Honan Province, the 1943 harvest has been on the whole satisfac- 
tory and that the Chinese Government should be able to supply the 
Chinese forces with sufficient food to last during the coming year. 
Mr. Adler considers that, other factors being more or less constant, 
there is no danger of imminent collapse so long as the food supply 
continues to be maintained and he believes, as does the Embassy, that 
the chief hope for economic improvement in free China rests in an 
early and successful Allied campaign against Burma. 

9. While some of the highest officials are complacent in regard to the 
question of a Burma campaign, the general feeling is that the Burma 
Road is China’s life-line and must be reopened soon. In the absence 
of such campaign—or in the absence of a comparable substitute such 
as the occupation of Indochina or of a south China port—the situa- 
tion may be expected to continue to develop adversely along its pres- 
ent course, giving us a leeway of perhaps a year or a little longer be- 
fore a serious crisis occurs. Meanwhile our present aid to China will 
continue to help maintain the situation, especially if the Chinese can 
be persuaded to help themselves by helping us in the ways that are 
open to them to do so. This can be accomplished by making it clear 
to the Chinese, as we continue to help them with the 14th Air Force 
and with lend-lease materials, that we expect them to do their part, 
within their capacities, actively and affirmatively to further the com- 
mon cause. 

Respectfully yours, C. E. Gauss 

/ +. Cairo Legation Files: Lot 52F34 

oR Press Communiqué fegarding Conference of President Loosevelt, : Generalissimo Chiang Kai-shek, and Prime Minister Churchill at 
Cairo & 

President Roosevelt, Generalissimo Chiang Kai-Shek and Prime 
Minister Churchill, together with their respective military and diplo- 
matic advisers, have completed a conference in North Africa. The 
following general statement was issued : 

“The several military missions have agreed upon future military operations against Japan. The three great Allies expressed their resolve to bring unrelenting pressure against their brutal enemies by sea, land and air. This pressure is already rising. 

° This is the agreed text as it was given by Harry Hopkins, Special Assistant to President Roosevelt, to the Minister in Egypt (Kirk), November 26, 1943. The communiqué was released to the press by the White House on December 1. The records of the Cairo Conference are scheduled for publication in a subsequent volume of Foreign Relations,
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“The three great Allies are fighting this war to restrain and punish 
the aggression of Japan. They covet no gain for themselves and have 
no thought of territorial expansion. It is their purpose that Japan 
shall be stripped of all the islands in the Pacific which she has seized 
or occupied since the beginning of the first World War in 1914, and 
that all the territories J apan ‘has stolen from the Chinese, such as 
Manchuria, Formosa, and the Pescadores, shall be restored to the 
Republic of China. Japan will also be expelled from all other terri- 
tories which she has taken by violence and greed. The aforesaid 
three great powers, mindful of the enslavement of the people of 
Korea, are determined that in due course Korea shall become free 
and independent. 

“With these objects in view the three Allies, in harmony with those 
of the United Nations at war with Japan, will continue to persevere in 
the serious and prolonged operations necessary to procure the uncondi- 
tional surrender of Japan.” | 

740.0011 Pacific War/3576: Telegram 

The Ambassador in China (Gauss) to the Secretary of State 

CuuNGEING, December 4, 1943—noon. 
| [Received 4:40 p. m.] 

2322. President and Madame Chiang Kai-shek conferred in Cairo 
with President Roosevelt and Churchill last week of the month. The 
resulting tripartite declaration was considered by Chinese a great 
diplomatic victory for China as (1) constituting a promise by the 
United States of America and Britain to effect return to China of 
territories taken from her by Japan; (2) ensuring Manchuria against 
feared future encroachment by Soviet Russia; and (8) entailing no 
additional commitments [of] service on China’s part other than that 
related to the unconditional surrender of Japan. [Here follows sum- 
mary of month’s developments. | 

GAUSS 

893.9111 RR/43.12.04 : Telegram 

The Ambassador in China (Gauss) to the Secretary of State 

CHUNGKING, December 4, 1943. 
[Received 5:15 p. m.] 

9324. Press comment. Cairo Conference highly pleasing to 
Chinese press. Official circles said to view conference [as] “great 
success” in that leaders were able to attain significant achievement 
especially with regard to strengthening common efforts for counter- 
offensive against Japs until unconditional surrender; they state con- 
ference serious blow to Axis aggressors and great comfort and in-
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spiration to all people under domination aggressors and that all 
Chinese people hold in high esteem farsightedness President Roose- 
velt and Churchill. 

| Here follows summary of Chinese press comment. ] 

Gauss 

President Roosevelt to Generalissimo Chiang Kai-shek? 

[Camo,] 5 December 1943. 
Conference with Marshal Stalin * involves us in combined grand 

operations on European Continent in late spring giving fair prospect 
of terminating war by end of summer of 1944. These operations im- 
pose so large a requirement of heavy landing craft as to make it 
impracticable to devote a sufficient number to the amphibious opera- 
tion in Bay of Bengal simultaneously with launching of Tarzan ® to 
insure success of operation. 

This being the case: would you be prepared to go ahead with Tar- 
zan as now planned, including commitment to maintain Naval control 
of Bay of Bengal coupled with naval carrier and commando amphib- 
lous raiding operations simultaneous with launching of Tarzan? 
Also there is prospect of B-29 bombing of railroad and port Bangkok. 

If not, would you prefer to have Tarzan delayed until November 
to include heavy amphibious operation. Meanwhile concentrating all 
air transport on carrying supplies over the hump to air and ground 
forces in China. 

I am influenced in this matter by the tremendous advantage to be 
received by China and the Pacific through the early termination of 
the war with Germany. 

Madame Chiang Kai-shek to President Roosevelt 

Cuunexine, December 5, 1943. 
My Dear Mr. Presipenr: The Generalissimo and I arrived in 

Chungking on the morning of December 1st. On our way we in- 

“Copy of telegram obtained from the Franklin D. Roosevelt Library, Hyde 

* Conference of President Roosevelt, Prime Minister Churchill and Premier 
Stalin at Tehran. For joint statement signed December 1, released at White 
House December 6, see Department of State Bulletin, December 11, 1943, p. 410. 
From Tehran, President Roosevelt and Prime Minister Churchill returned to 
Cairo where they conferred with President Inonu of Turkey; see communiqué 
issued December 7, in Cairo, ibid, p. 412. The records of these Conferences are 
scheduled for publication in a subsequent volume of Foreign Relations. 

° North Burma campaign plan. 
* Copy obtained from the Franklin D. Roosevelt Library, Hyde Park, N. Y.
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spected the training of the Composite Wing in Karachi. We also 

stopped at Ramgarh for the day to inspect the troops and to attend the 

practice of tanks and artillery and finally, late that night, we stopped 

at Chabau where we had a conference with the generals commanding 

the forces at the Ledo front. Admiral Mountbatten met us at Ranchi 

- and accompanied us to the Ramgarh manoeuvers. You will be glad 

to know that the Generalissimo was delighted with the training and | 

spoke to the troops exhorting them to give their best in the coming 

Burma campaign. 

Since our homecoming the Cairo communiqué has been published. 

Its effect of uplifting the morale of our army and the people has been 
electric; in fact the entire nation is articulate to a degree that has never 
been known before in unanimously hailing the conference as a sure 
sign-post leading the Far East towards post-war peace. ‘The leader- 
ship which you so eminently displayed and the magnificent spirit per- 
meating all that you are undertaking for the good of humanity are 
subjects of conversation amongst all Chinese circles. The consensus 
of opinion is that “President Roosevelt is a great man and he does 
things in a truly great spirit.” 

Immediately upon our return the Generalissimo consulted with Dr. 
Kung regarding the feasibility of the plan which you suggested in 
our conference regarding the alleviation of China’s urgent economic 
situation. Dr. Kung has studied its possibilities with great care and 
he wishes me to tell you that, in his opinion, your suggestion is both 
generous and kind and he thinks some feasible procedure could be 
worked out with the aid of Secretary Morgenthau. He appreciates 
the interest and concern you have shown in helping us to fight aggres- 
sion not only with the military machine, but with economic weapons 
as well. He is impressed with the fact that you see with such clear 
foresight and vision that, in order to continue resistance, methods and 
means must be evolved to hold intact China’s economic security, a fact 
which you doubtless will remember that the Generalissimo emphasized 
was even more critical than the military. 

| The Generalissimo is now thinking of asking Dr. Kung or his ap- 
pointee, empowered with full credentials, to go to Washington to | 
discuss the details with the American Government and would like to 
know whether this is satisfactory to you. It would, of course, be best 
if Dr. Kung could go himself, but, failing that, he will send one of his 
trusted men to go in his stead. 

I need not tell you how grateful we feel that you have promised to 
speak to the Treasury about the two hundred million gold bar 
arrangement,
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The Generalissimo wishes me to thank you again for your promise 
to help stabilize the fapz. 

_ With all good wishes [etc.] Mayiine Soone CHIANG 
(Madame Chiang Kai-shek) 

P. S. I do hope “Uncle Joe”™ came up to expectations, did he? 

M.S. C. 

893.001 Chiang Kai-shek/15 

The Chinese Ambassador (Wet) to the Secretary of State 

Wasuineron, December 8, 1943. 

My Dear Mr. Secretary: I have the honor to inform you that I 
have just received the following message, dated December 7, 1943, 
addressed by the Chairman of the National Government of the Re- 
public of China to the President of the United States of America: 

“T find it difficult to express the great pleasure I felt in meeting 
you. Madame Chiang was particularly delighted to see you again 
shortly following the memorable visit to your country. 

“Our recent conference in the neighborhood of Cairo is momen- 
tous and historic. The official communiqué is hailed by the Chinese 
army and people, just as it is hailed elsewhere. In heralding a sure 
and complete victory, the conference crystalized as never before our 
war aims in the Far East. It vindicated the full cooperation and 
firm solidarity of the United Nations. While giving renewed impetus 
to every soldier and civilian on our side, it sealed the fate of Japan, 
our ruthless common enemy. It has in fact laid the corner stone of a 
just and lasting peace after the unconditional surrender of the Axis 
powers. Because of your high ideal of justice, the conference proved 
a success which will, I am certain, have favorable repercussions in the 
world military situation. 
“May I express to you my deep appreciation for the noble spirit and 

broad vision you have consistently shown in dealing with world prob- 
lems particularly for the unfailing assistance you have repeatedly 
rendered to China. 
“Madame Chiang joins me in sending you our heartiest greetings 

and she wishes to be kindly remembered to Mrs. Roosevelt.” 

I shall be greatly obliged if you will be good enough to transmit the 
above message to its high destination. 

I am [etc. ] Wet TAo-MING 

S Generalissimo Chiang Kai-shek to President Roosevelt * 

Cuunexine, December 9, 1943. 

I have received your telegram of December 6th [5th]. Upon my 
return I asked Madame Chiang to inform you of-the gratifying effect 

** Marshal Stalin. 
2 Copy of telegram obtained from the Franklin D. Roosevelt Library, Hyde 

Park, N. Y.
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the communiqué of the Cairo conference has had on the Chinese Army 
and people in uplifting their morale to continue active resistance 
against Japan. ‘This letter is on the way and is being brought to you 
by the Pilot Captain Shelton. 

First: Prior to the Cairo conference there had been disturbing ele- 
ments voicing their discontent and uncertainty of America and Great 

| Britain’s attitude in waging a global war and at the same time leaving 
China to shift as best she could against our common enemy. At one 
stroke the Cairo communiqué decisively swept away this suspicion 
in that we three had jointly and publicly pledged to launch a joint all- 
out offensive in the Pacific. | 

Second: If it should now be known to the Chinese Army and peo- 
ple that a radical change of policy and strategy is being contemplated, 
the repercussions would be so disheartening that I fear of the conse- 
quences of China’s ability to hold out much longer. 

Third: I am aware and appreciate your being influenced by the 
probable tremendous advantages to be reaped by China as well as by 
the United Nations as a whole in speedily defeating Germany first. 
For the victory of one theater of war necessarily affects all other thea- 
ters; on the other hand, the collapse of the China theater would have 
equally grave consequences on the global war. I have, therefore come 
to this conclusion that in order to save this grave situation, I am in- 
clined to accept your recommendation. You will doubtless realize 
that in so doing my task in rallying the nation to continue resistance is 
being made infinitely more difficult: 

(1) Because the danger to the China theater lies not only in the in- 
feriority of our military strength, but also, and more especially, in © 
our critical economic condition which may seriously affect the morale 
of the army and people, and cause at any moment a sudden collapse of 
the entire front. Judging from the present critical situation, mili- 
tary as well as economic, 1t would be impossible for ys.to hold on for 
6 months, and a fonfiors to wait till November 1944. Fin my last con- 
versation with you,/I stated that China’s economic situation was more 
critical than the military. The only seeming solution is to assure 
the Chinese people and army of your sincere concern in the China , 
theater of war by assisting China to hold on with a billion gold dollar { 
loan to strengthen her economic front and relieve her dire economic * 
needs. Simultaneously,in order to prove our resolute determination 
to bring relentless pressure on Japan, the Chinese Air Force and the 
American Air Force stationed in China should be increased, as from 
next spring, by at least double the number of aircraft already agreed 
upon, and the total of air transportation should be increased, as from 
February of next year, to at least 20,000 tons a month to make effective 
the operation of the additional planes 

(2) In this way it, might be possible to bring relief to our economic 
condition for the-eeming year, and to maintain the morale of the army 
and the people who would be greatly encouraged by America’s timely | 
assistance. What I have suggested is, I believe, the only way of 

\
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remedying the drawbacks of the strategy concerning the China and 

Pacific theaters. { T am sure you will appreciate my difficult position 

and give me the fiécessary assistance. I have instructed General Stil- 

well to return immediately to Chungking and I shall discuss with him 

| regarding the details of the proposed changed plan and shall let you 

know of my decision as to which one of your suggestions is the more 

feasible. From the declaration of the Teheran conference, Japan will 

rightly deduce that practically the entire weight of the United Nations 

forces will be applied to the European front thus abandoning the 

China theater to the mercy of Japan’s mechanized air and land forces. 

It would be strategic on Japan’s part to: 

(3) Liquidate the China affair during the coming year. It may 

therefore be expected that the Japanese will before long launch an all- 

out offensive against China so as to remove the threat to their rear, 

and thus recapture the militarists’ waning popularity and bolster their 

fighting morale in the Pacific. 

This is the problem which I have to face. Knowing that you are a 

realist, and as your loyal colleague, I feel constrained to acquaint you 

with the above facts. Awaiting an early reply. 
Curane Kati-sHEek 

eo 

740.0011 Pacific War/3558 : Telegram 

The Secretary of State to the Ambassador in China (Gauss) 

WaAsHINGTON, December 10, 1943—10 p. m. 

1781. In advising American nationals to withdraw from areas 

endangered by military operations (last paragraph your 2265, Novem- 

ber 27, 10 p. m.) Embassy should emphasize that it has been found 

extremely difficult to arrange for the repatriation of American na- 

tionals captured by Japanese during military operations. 

It is suggested that the Embassy, if it has not already done so, 

may wish to compile and keep current a list of American nationals 

in areas immediately threatened by military operations. Department 

should be immediately informed of the names of any Americans 

caught by the Japanese. 
Hoi 

711.93 /543 : Telegram 

The Ambassador in China (Gauss) to the Secretary of State 

CHUNGKING, December 15, 1943—3 p. m. 
[Received 6:10 p. m.] 

9499. United States Army HQ has been informed by an “official 
British source” that Chinese Government circles here are deeply agi- 
tated over an article by Nathaniel Peffer in Vew York Times Magazine
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November! or December 7 in which Mme. Chiang’s hypocritical 

utterances during her United States tour and China’s political corrup- 

tion and combat inefficiency are “candidly discussed”. 

While frank and just criticism of China and China’s war effort is 

undoubtedly beneficial in various respects (see Embassy’s despatch 

1695, October 18[)], we are left in a difficult position in meeting Chi- 

nese resentment against it if not promptly and accurately informed 

in regard to published criticism of China in the United States and 

it would be helpful to us if the Department would promptly telegraph 

to us a résumé of any such recent article. Pearl Buck article in a 

May issue of Life, July IPR article by Bisson, Baldwin article in 

August Reader’s Digest—all of which caused widespread repercussions 

here as we reported fully at the time—reached us only indirectly long 

after publication and not only was our position made more difficult 

because of those circumstances but we were seriously handicapped in 

our endeavors to meet the situation in an appropriate way. 
Gauss 

711.93 /543 : Telegram 

The Secretary of State to the Ambassador in China (Gauss) 

Wasuineton, December 22, 1943—midnight. 

1845. There is being transmitted by separate telegram “ a sum- 

mary of New York Times article by Nathaniel Peffer, referred to in 

your 2422 of December 15, and full text is being forwarded by air 

pouch.*® 

Peffer’s article is restrained in tone and is in fact a plea for a 

balanced view and for the exercise of forbearance in discussions of 

American-Chinese relations. In achieving this balance the author has 

spoken frankly, but the Department does not consider that the article 

is unfair to China or overdrawn, although certain passages, especially 

the references to Madame Chiang, are perhaps not in the best of taste. 

Department will endeavor to supply the Embassy by telegraph with 

summaries of articles published in the United States containing 

criticism of China deemed to have a controversial character. OWL 

states that copies of Peffer and other critical articles had already been ~ 

sent by air mail to Fisher, who will doubtless be willing to make 

similar material available to you in future. 
Hun 

#8 November 7, 1943. 
4 Telegram No. 1850, December 23, 10 p. m., not printed. 

* Instruction No. 482, January 1, 1944, not printed.



184 FOREIGN RELATIONS, 1943, CHINA 

893.50/870 

The Ambassador in China (Gauss) to the Secretary of State 

[Extract] 

No. 1952 CHUNGKING, December 23, 1948. 
[Received January 12, 1944. ] 

Subject: “A Review of Economic Conditions in Free China” prepared 
in the Office of the Adviser on International Economic Affairs. 

Sir: I have the honor to refer to the Department’s third person 
instruction No. 409, September 30, 1948,!° on the above subject, and, 
in compliance therewith, to enclose a memorandum of comment and 
suggestion prepared by the Commercial Attaché of the Embassy, 
who, as suggested by the Department, has consulted with Mr. Solomon 
Adler, representative of the Treasury Department and has incorpo- 
rated Mr. Adler’s comments and suggestions with his own. 

I am of the opinion that American production experts could do 
little, with the facilities and resources available, to increase production 
in free China under existing conditions. 

Respectfully yours, C. E. Gauss 

[Enclosure] 

Memorandum by the Commercial Attaché in China (Richards) 

[| Caunexine,| December 17, 1943. 

Mrmoranpum on “A Review or Economic Conpirions in FREE 
CHINA” 

Mr. McGuire’s* review is very thorough and competent and he 
seems to have made good use of the materials at his disposal. 

There is attached a list of suggested amendments and alterations.?° 
I submit the following by way of comment to bring the information 

in the review up to date: 

Conditions have continued approximately as outlined in the review, 
with a steady deterioration in the physical condition of industrial 

+ and transport equipment, and a rapid increase in the volume of cur- 
rency circulation, which is irregularly. but inevitably reflected in the 
price structure. 

On the brighter side of the picture are the fairly good crops recently 
harvested, which ensure against a food shortage in most areas (with 
some unfortunate exceptions), and continued reports of United 

* Not printed. 
* Paul F. McGuire. .
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Nations successes in Kurope and the South Pacific. These reports 
bolster morale and encourage the hope that the end of the blockade 
of-China may not be much longer deferred. It is not probable that 
China’s loosely integrated economic structure will crack for some 
time unless there should be a bad crop failure, when the situation 
might become acute. 

The only measure which might reasonably be expected to check the 
rapid spiraling of prices would be a successful campaign in Burma) 

promising the opening of the Burma Road. While with the reopen- 
ing of that artery of land comnrmmications it would for a long period 
of time be necessary to restrict traffic to the transport of military sup- 
plies and equipment, and only limited quantities—if any—of com- 
mercial goods could be brought into China, the fact that land 
communication with outside sources of supply had been re-established, 
with promise of early victory over Japan, would lead to the release 

of hoarded stocks and generally ease the economic position in the 
country as a whole. OO 

The Government of China has been making some attempt to reduce 
the rate of inflation by reducing railroad and other construction; but ~ 
these budegtary savings have been negligible as compared with the © 
inevitably increasing costs resulting from mounting commadity prices. 
At the end of October, for example, it was found necessary by the 
Government to quadruple government salaries and double cost of 
living allowances. The only apparent effect of the reduction in con- 
struction activities has been a decrease in the demand for steel and 
cement. — 

Proposed assistance of American production experts. o 

Government officials consulted have indicated that the assistance of (D 
American production experts would be welcomed but it ‘Was evident 
that they were thinking mainly of post-war reconstruction rather than 
an increase in war-time output. The need for a chemical engineer was @ 
mentioned and it is possible that such an engineer might be of imme- 

diate value in improving the production’ of fuel alcohol from sngar. 
(Under the present system, it takes 11 kilos of brown sugar or 15 kilos 
of molasses to produce one gallon of 96 percent alcohol.) Mining, is @ 
said to be notably inefficient but an American mining engineer (Mr. , 
Marshall Morris of the FEA) qoeg not believe that an American min- 
ing engineer could do much to improve the situation, because of politi- “=! 

_ cal difficulties. There seems to be much room for improvement in the Cf) 
tfansportation situation and an American expert, if given a competent 
staff and a free hand, could probably-do much to improve it through 
more efficient use of available facilities and through possible ability 
to obtain thte-most vitally needed imports. To be effective, however, 
he would have to be free of political interference and in a position to
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act ruthlessly, and it is unlikely that an American expert would be 

permitted to exercise the necessary powers, even if they were initially 

granted to him.* The Minister of Economic Affairs goes farther in 

suggesting the utility of a man of great prestige and broad caliber, 

familiar with all aspects of industry, including finance, production, 

transportation and distribution, who could integrate the conflicting 

policies of the different ministries and bureaus. It seems extremely 

improbable, however, that such an economic dictator would be accepted 

or permitted to function. 
There are a number of very competent Chinese mechanical engi- 

neers, who are doing reasonably well with the facilities available. It 
is possible that American production engineers, accustomed to modern 
equipment and to the availability of stores of supplies, would be less 
adept than the Chinese at the improvisation required to keep factories 
going in the difficult circumstances encountered in China. American 
engineers now in China are generally agreed that production experts 
from the United States, with the facilities available, could do little to 
increase production or even to prevent a decline in production, as ma- 
chinery continues to deteriorate and transportation and the financial 
situation get steadily worss-—In the post-war reconstruction, there 
Will be a very great need for American production experts, including 
both graduate engineers and factory superintendents and shop 
foremen. 

There is attached a copy of a memorandum ” of conversation with 
Dr. Wong Wen-hao, Minister of Economic Affairs, on the subject of 
American experts. 

Data on Current Output. 

It is impossible to obtain comprehensive or accurate data on current 
output in China of industrial raw materials and finished products. 
The Statistical Monthly, issued by the Directorate General of Budg- 
ets, Accounts and Statistics, contains some production statistics. The 
Statistical Division of the Ministry of Economic Affairs issues produc- 
tion statistics from time to time, but its efforts have been hampered by 
the prolonged illness of its director and a shortage of personnel. Some 
information can be obtained from the various divisions of the National 

.» Resources Commission, in regard to production by the factories and 
_ mines controlled by the Commission, and from the Industrial and 
+ Mining Adjustment Administration in regard to production by pri- 

vately-owned factories and mines. Available production data will be 
transmitted separately. 

J. Bartierr RicHarps 

* Technical personnel provided by the FEA is now in China, assisting the 
Chinese in connection with maintenance of equipment and other transportation 
Or aE eer’ is no one with broad authority. [Footnote in the original.]
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811.244 /367 

The Vice Consul at Kweilin (Service) to the Ambassador in China 
(Gauss) 7 

No. 94 Kwetiin, December 30, 1943. 

Sim: I have the honor to refer to the Consulate’s despatch No. 52, 

September 14, 1948, and its airgram No. A-25 of December 30, 11 

a. m.,22 and to submit a report on the activities of the committee 

which was organized in September, 1948, by Chairman Huang Hst- 

chu of the Kwangsi Provincial Government to investigate into ru- 

mored cases of corrupt practices on the part of businessmen in 

Kwangsi in their business relations with the United States Army 

Services of Supply in Kweilin and other centers in this province. 

Summary: Following its initial meeting on September 10, 1943, 

this committee remained moribund until December, 1943, when it was 
revived at the insistence of General Pai Chung-hsi, who had originally 
suggested to Chairman Huang that such a body should be created. 
‘As a result of discreet comments on the subject of corrupt practices 
here which were made by the commanding officer of the Services of 
Supply in this area to representatives of the local press at an off-the- 

record, background-information press conference on December 15, 
1943, the provincial chairman received identical telegrams dated De- 
cember 18, 1943, from President Chiang Kai-shek and Minister of War 
Ho Ying-ch’in demanding submission of the names of firms and banks 

_ withheld by Major R. B. Hodgson, commanding officer of the Services. 
of Supply in this area, in describing cases of corruption cited in the ” 
press conference, and ordering the chairman to take steps immediately 
to punish the offenders. The first case which was turned over to the 
committee by Major Hodgson, to be handled exclusively by that com- 
mittee, was settlement of the Army’s difficulties with regard to leasing 
of a building recently erected by the Y. M. C. A. This case has 
practically been settled by the committee at the time of preparation 
of this despatch, and the building should be available to the Army in 

a short time. 
[Here follows detailed report. | 
Respectfully yours, Ricuarp M. Service 

“Copy transmitted to the Department by the Ambassador in China in his 
despatch No. 2045, January 20, 1944; received February 12, 1944. 

2 Neither found in Department files. 

882545—57——18
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740.0011 Pacific War/12-3143 

Memorandum by Mr. John P. Davies, Jr.?8 

Tue Curna ann Sout East Asta Tueaters: Some 
Porrrica, ConsmERATIONS 

The mission of the South East Asia Command is to defeat the enemy 
in and presumably occupy former British and Dutch colonies and 
Thailand. French Indochina may later be included. 

In so far as we participate in SEAC operations, we become in- 
volved in the politically explosive colonial problems of the British, 
Dutch and possibly French. In so doing, we compromise ourselves 
not only with the colonial peoples of Asia but also the free peoples 
of Asia, including the Chinese. Domestically, our Government lays 
itself open to public criticism—“Why should American boys die to 
recreate the colonial empires of the British and their Dutch and 
French satellites?” Finally, more Anglo-American misunderstand- 
ing and friction is likely to arise out of our participation in SEAC 
than out of any other theater. 

By concentrating our Asiatic effort on operations in and from 
China we keep to the minimum our involvement in colonial imperial- 
ism. We engage in a cause which is popular with Asiatics and the 
American public. We avoid the mutual mistrust and recrimination 
over the colonial question, potentially so inimical to harmonious 
Anglo-American relations. 

‘ General Stilwell has submitted a plan for increased American effort 
¥ in the China theater. It envisages, among other things, the recapture 

gy~ of Canton, Hong Kong and Shanghai and_a possible attack on For- 
(VD mosa. He proposes to use American and Chinese forces to accom- 

plish this. The Chinese welcome this plan. It gives them something 
to fight for. They have slight interest in entering Burma, Thailand 
and French Indochina for only the territorial benefit of the British 
and the French. But their own territory and Formosa (which they 
claim) provide a real incentive. 

The Chinese Army is great in size. But it is relatively untrained 
and generally corrupt. However much the Generalissimo and his 
Army may in principle wish to assume the offensive, they cannot 
effectively do so excepting under firm American guidance. American 
leadership can concretely be exercised only as General Stilwell is 

* Unsigned and undated copy transmitted with a memorandum by the Chief of the Division of Far Eastern Affairs (Ballantine) to the Secretary of State on 
December 31, 1948, which stated: “I think that you will find of interest the 
underlying memorandum dealing with some political considerations affecting the prosecution of the war in the Chinese and Southeast Asia theatres which was prepared and sent to me by Mr. John Davies, Jr., a Foreign Service officer now 
Serving on the Staff of General Stilwell.” General Stilwell and Mr. Davies were 
at Cairo in November.
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given bargaining power, for the Chinese are sharp, practical traders. [ 
All aid and concessions to China must therefore be made in consulta- ! 
tion with and through General Stilwell. 

It is not proposed that with a concentration of effort on the China 
theater we should forthwith turn our backs on SEAC. In co- 
operation with SEAC we need to retake North Burma immediately 
and so reopen a land route to China. But after the recapture of 
North Burma there comes a parting of the ways. 

The British will wish to throw their main weight southward for 
the repossession of colonial empire. Our main interest in Asia will 
lie to the East from whence we can strike directly and in coordination 
with other American offensives at the center of Japan’s new Empire. 

811.458 China/53 : Telegram 

Generalissimo Chiang Kai-shek to President Roosevelt ** 

Cuunexina, December 31, 1948—2 p. m. 

Tue Presipent: I take much pleasure in conveying to you and your 
people and army my warm greetings and best wishes for 1944 which 
will be the most decisive year in our war against the aggressors. Re- 
cent events have clearly shown that this titanic struggle will inevitably 
end in a total victory for the United Nations who will not lay down 
arms until their common enemies have unconditionally surrendered. 
I can assure you that the Chinese people are determined to play their 
full part in helping to bring about the consummation of our joint 
task of building a new world which is made truly safe for democracy. 

Curane Kal-sHEek 

811.244/364 

The Ambassador in China (Gauss) to the Secretary of State 

No. 1980 CuHUNGKING, December 31, 1943. 
| [Received January 24, 1944. ] 

Siz: Referring to the Embassy’s despatch No. 1936 of December 
20, 1943," in regard to United States Army contracts with the Chinese 
Industrial Cooperatives, I have the honor to enclose 2° (a) copy of a 
report dated December 22, 1943, together with its enclosures, prepared 
by Mr. F. M. Fisher, Chief of the China Division of OWI, and (0d) 
copy of excerpts from a draft news despatch on the subject of United 

* Copy transmitted to the Department by President Roosevelt with a covering 
memorandum of January 1, 1944. 

** Not printed. 
* Enclosures not printed.
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States Army purchases of supplies in China, written December 14 by 
Mr. Preston Grover, chief Associated Press correspondent for China 
and India, which was “lulled” by the U. S. Army censorship au- 
thorities in Chungking. 
Summary. Mr. Fisher describes the wave of profiteering which 

has accompanied every effort of the United States Army authorities 
in the China theater to acquire materials, buildings or sites locally. 
Merchants, banks and even persons with semi-official status have made 
a practice of cornering materials, et cetera, needed by the United 
States Army and have asked extortionate prices for the sale thereof. 
The inevitable result has been the widespread knowledge of such acts 
throughout the American armed forces and their consequent dislike 
of China. The head of the Kweilin office of OWI recently held a 
press conference to which were invited representatives of the Chinese 
newspapers at Kweilin and during which an SOS [OSS ?] officer ex- 
plained the relation between the high prices the Army was having to 
pay and the desire of the United States Army authorities to bring 
into China gasoline, bombs and similar materials rather than ordinary 
supplies for every day use of the American troops. This conference 
was described to the Chinese correspondents as being off the record 
and merely for background material. Following the conference, edi- 
torials attacking Chinese profiteering at the expense of China’s Ameri- 
can ally appeared in three of the leading Kweilin papers and the local 
Chamber of Commerce is reported to have agreed to make purchases 
on behalf of the American forces. 

Explaining that his despatch is based on interviews and observa- 
tions in Chungking, Kunming and Kweilin, Mr. Grover states that 
rampant war profiteering by the Chinese on supplies and services for 
American forces in China is one of the most vexing problems for 
Americans here. He describes some of the prices charged by Chinese 
contractors and adds that complaints to the Chinese Government have 
so far been fruitless. Mr. Grover’s article also contained a description 
of the general situation in China which is being made the subject of 
a separate despatch to the Department.?’ 

Respectfully yours, C. E. Gauss 

* Not printed; it stressed “great need of a genuine Allied victory” to improve 
conditions in China (893.00/15239).



POLITICAL CONDITIONS IN CHINA; SINO-SOVIET RELA- 

TIONS; ATTITUDE OF THE UNITED STATES TOWARD 

THREATENED KUOMINTANG-COMMUNIST CONFLICT? 

893.00/14922 : Telegram 

The Ambassador in China (Gauss) to the Secretary of State 

CHUNGKING, January 19, 1943—2 p. m. 
[Received 3:27 p. m.] _ 

101. Chinese press item from Lanchow states that on January 16 the 

Kuomintang headquarters (Tangpu) was inaugurated at Tihua, 

Sinkiang, General Sheng Shih-tsai, chairman of the provincial gov- 

ernment, took oath as chairman of the Tangpu and declared his sin- 

cerity of purpose in obeying the director of the party (General Chiang 

Kai-shek? ). The Embassy is informed that the Chungking authori- 

ties originally sent a party official to Tihua with the idea of appointing 

him chairman of the Tangpu there; that General Sheng did not 

approve; and that Sheng’s appointment was compromise solution. 

It is generally felt that developments in the Sinkiang situation have 

not warranted early hopes that the province would be brought within 

the National Government fold. Government troops have not entered 

the province and it is reported that Russian troops in limited numbers 

are still at Hami and other centers in Sinkiang. Otherwise there 

seems to be little or no evidence of Russian political influence although 

Russian commercial and economic interests are considerable. How- 

ever, some progress is being made. From Chungking teachers and 

experts are being sent into Sinkiang and relations are clearly closer 

than they were a half year ago. General Sheng is no doubt loath to 

give up strong bargaining position between Russia and China and \ 

may be expected to endeavor while giving lip service to the National 

Government to keep a foot in both camps until the Chungking au- 

thorities are in a position to extend their authority by force. 
Gauss 

4 Continued from Foreign Relations, 1942, China, pp. 191-267. 
2 President of the Chinese Executive Yuan (Premier). 
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893.00/14956 

Memorandum of Conversation, by the Second Secretary of E'mbassy 
in China (Drumright)* 

~ [Cuunexrne,] January 20, 1943. 
I called by appointment on Chou En-lai, Chinese Communist party 

representative at Chungking, at his official residence yesterday after- 
noon. 

Chou volunteered the information that at present time relations 
between the Chinese communists and the Chinese National Govern- 
ment are “easier”, but he went on to say that there has been no “prac- 
tical” change. He said that General Lin Piao, a Chinese communist 
general of considerable repute, is in Chungking and that the latter 
has been received by the Generalissimo. He said that the Chinese 
communist military forces have received no military or financial sup- 
port from the Chinese National Government for the past three and 

, one-half years. He asserted that there are still occasional military 
i clashes between Chinese communist forces and Chinese N ational Gov- 

ernment troops, chiefly in Kiangsi, Anhwei and Hupeh provinces. 
He declared that the only National Government troops remaining in 
North China are the forces of General Yen Hsi-shan in southwestern 
Shansi and some troops in north Honan, north of the Yellow River. 
Chou said that General Wei Li-huang had been relieved of his com- 
mand at Loyang, Honan, because he was too friendly with the Chinese 
communists and too active against the Japanese forces to suit the 
wishes of the Chinese high command at Chungking. Chou said that 
General Wei is now living at Chengtu. 

Chou deplored what he asserted to be the present inactive military 
and economic policy of the Chinese National Government, saying he 
feared it might be the cause of misunderstanding between China and 
her allies. He thought that notwithstanding China’s present diffi- 
cult supply problem, China could be more active in a military way— 
especially in guerrilla warfare—against the Japanese. In the 
economic and financial fields, Chou felt that China should increase 
production—especially of agricultural crops—and should reduce ex- 
penditures. But neither of these programs would be followed, he 
sald. 

Chou dwelt at some length on possible future Japanese moves: he 
did not feel that Japan would attack Siberia or India or Australia. 
He believed that an attempt to crush Chinese resistance is rather more 
to be expected. He mentioned Yunnan as the most likely objective 
of Japanese penetration. Changsha and Sian were other possible 
objectives, he asserted. 

*Copy transmitted to the Department by the Ambassador in China in his 
despatch No. 912, February 2; received February 23.
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Chou remarked that the Japanese are bending every effort to 
strengthen their position in north China. He said that in 1942 they 

had carried out a so-called “Fifth Campaign” with a view to eliminat- 

ing Chinese resistance in north China. Like the other campaigns it 
had been a failure: the Chinese communists remain in the area. He 
asserted that a General Chou, Chinese communist vice-commander 
under Peng Teh-huai in the Tai Hang mountain area of Shansi, had 
been killed during the campaign. Chou remarked that the Japanese 
are looting central China of its food resources. He said that the 
Japanese are utilizing more and more puppet troops in the occupied 
areas of China, withdrawing Japanese troops to other territory. He 
remarked that according to intelligence available to him, the 2nd 
Japanese Division had been recently transferred from North China 

to the south. 
With reference to conditions in Sinkiang province, Chou remarked 

that General Sheng Shih-tsai, Chairman of the Sinkiang Provincial 
Government and local satrap for the past ten years, 1s a very clever 
man; and he thought that the Chinese National Government would 
be well advised to move slowly in taking over control of Sinkiang. 
When on the point of departing, I remarked that I hoped to be in 

Sian within the next few months, Chou said that if I cared to go ta 
the special communist area in north Shensi (and could obtain the 
assent of the National Government authorities), he would be glad, on 
receipt of word from the Embassy, to arrange for my entry into 
Yenan. I said that I was interested in a trip to Yenan if it proved 
to be possible and that I would bear his remarks in mind. 

Everett F’, Drumricut 

893.00/14969 

Memorandum by the Third Secretary of Embassy in China (Service), 
Temporarily in the United States 

[WasHineron,] January 23, 1943" 

KvuomINTaNG-CoMMUNIST SITUATION 

An outstanding impression gained during the past eighteen months 
spent in Chungking and in travel through Southwest and Northwest 
China is that the most careful study should be given to the internal 
political situation in China, particularly the growing rift between the 

Kuomintang and the Communists. 
The “United Front” is now definitely a thing of the past and it is 

impossible to find any optimism regarding the possibility of its resur- 
rection as long as present tendencies continue and the present leader-
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ship of the Kuomintang, both civil and military, remains in power. 
Far from improving, the situation is deteriorating. In Kuomintang 
controlled China the countering of Communism is a growing preoccu- 
pation of propaganda, of both military and civilian political indoc- 
trination, and of secret police and gendarmerie activity. There is not 
only a rigorous suppression of anything coming under the ever widen- 
ing definition of “Communism” but there appears to be a movement 

| away from even the outward forms of democracy in government. It 
is now no longer wondered whether civil war can be avoided, but 

_y rather whether it can be ) delayed at least until after a victory over > { Japan ae 
The dangers and implications of this disunity are obvious and far- 

| reaching. Militarily, the present situation is a great hindrance to 
any effective war effort by China. Its deterioration into civil war 
would be disastrous. {The situation therefore has direct relationship 

~y to our own efforts to. defeat Japan./ At the present time a large and 
"comparatively well trained and equipped portion of the Kuomintang 

Army is diverted from active combat against the Japanese to blockade 
the Communists. In the north (Kansu and Shensi) the lines are well 
established by multiple lines of block houses and these large forces 
remain in a condition of armed readiness. Further south (Hupeh, 
Anhwei, North Kiangsu) the lines are less clearly demarcated and 
sporadic hostilities, which have gone on for over two years and in 
which the Kuomintang forces appear to take the initiative, continue. 

On the other side, the Communist Army is starved of all supplies 
and forced in turn to immobilize most of its strength to guard against 
what it considers the Kuomintang threat. It was admitted by both 
parties that there was extreme tension in Kuomintang-Communist 
relations in the spring of 1942. The Communists believe that it was 
only the Japanese invasion of Yunnan that saved them from attack 
at that time. The Communists and their friends claim, furthermore, 
that the Kuomintang is devoting its energies to the strengthening of 
its control over those parts of China accessible to it rather than to 
fighting Japan. This strengthening of the position of the Kuomin- 
tang will of course assist it in reestablishing its control over areas 
which will then be opened to it. A logical part of such a policy would 
be the taking over, as soon as an opportunity is found, of the Com- 
munist base area in Kansu-Shensi. Success in this move would weaken 
the Communists and make easier the eventual recapture by the 
Kuomintang of the Communist guerrilla zones. To support this thesis 
the Communists point to the campaign in the more extreme Kuomin- 
tang publications for the immediate abolition of the “Border Area”. 
Another factor sometimes suggested as tending to provoke an early 
Kuomintang attack on the Communists is the desirability, from the
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Kuomintang point of view, of disposing of them before China finds 

itself an active ally of Russia against Japan. 

The possible positive military value of the Communist army to our | 

war effort should not be ignored. These forces control the territory 

through which access may be had to Inner Mongolia, Manchuria and 

Japanese North China bases. The strategic importance of their posi- 

tion would be enhanced by the entry of Russia into the war against 

Japan. This importance is largely potential but fairly recent reports 

| of continued bitter fighting in Shansi indicate that the Communists 

are still enough of a force to provoke periodic Japanese “mopping up” 

campaigns. Reflection of this is found in the intensive Japanese anti- 

Communist propaganda campaign in North China in the summer of 

1941, although the fact must not be overlooked that Japanese propa- 

ganda has emphasized the anti-Communist angle to appeal to what- 

ever “collaborationist” elements there may be in occupied China and 

to the more conservative sections of the Kuomintang. This activity 

in Shansi and the difficulties of the Japanese there contrast with the 

inactivity on most of the other Kuomintang-Japanese fronts. 

Aside from the immediate war aspects, the political implications 

of this situation are also serious. Assuming that open hostilities are 

for the time being averted, the eventual defeat and withdrawal of 

the Japanese will leave the Kuomintang still confronted with the 

Communists solidly entrenched in most of North China (East Kansu, 

North Shensi, Shansi, South Chahar, Hopei, Shantung, North Ki- 

angsu and North Anhwei). In addition the Communists will be in| x7 

position to move into the vacuum created by the Japanese withdrawal : 

from Suiyuan, Jehol and Manchuria, in all of which areas there is 

already some Communist activity. In the rest of China they will 

have the sympathy of elements among the liberals, intellectuals, and 

students. These elements are of uncertain size but of considerable 

influence in China, and the Kuomintang’s fear of their power, and the 

power of whatever underground organization the Communists have 

succeeded in maintaining in the Kuomintang area, is indicated by the 

size and activity of its various secret police organs. 

But possibly the greatest potential strength of the Communists, and 

one reason why military action against them will not be entirely ef- 

. fective at the present time, is their control of the rural areas of North 

China in the rear of the Japanese. Here the Kuomintang cannot 

reach them and the Communists have apparently been able to carry 

out some degree of popular mobilization. I am in possession of a 

secret Kuomintang publication describing the “Communist Control 

of Hopei”. It discusses measures of combatting the Communists (by 

such means, for instance, as the blockade now being enforced) and 

concludes that if the Communists fail to “cooperate” (i. e. submit to
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complete Kuomintang domination) they must be “exterminated”. I 
hope to make a translation of this pamphlet which would appear to 
have significance as an official Kuomintang indication of the policy 
it will pursue in these areas. It seems reasonable to question, as some 
thoughtful Chinese do, whether the people of these guerrilla zones, 
aiter several years of political education and what must be assumed 
to be at least partial “sovietization”, will accept peacefully the imposi- — 
tion of Kuomintang control activated by such a spirit and imple- 
mented by military force and the political repression, and secret 
police and gendarmerie power, which are already important adjuncts 
of party control and which are being steadily strengthened and 
expanded. 
Non-Communist Chinese of my acquaintance (as, for instance, the 

nephew of the well known late editor of the 7a Kung Pao) consider 
j the likelihood of civil war the greatest problem facing China. They 
point out that the Communists are far stronger now than they were 
when they stood off Kuomintang armies for ten years in Central China 
and that they will be much stronger yet if it proves that they have 
succeeded in winning the support of the population in the. guerrilla 
zone. They point to numerous recent instances of successful Com- 
munist infiltration into and indoctrination of opposing Chinese armies 
(such as those of Yen Hsi-shan) and wonder whether this will not 
cause a prolongation of the struggle and perhaps make a victory for 
the Kuomintang, or for either side, impossible. There is undoubtedly 
a strong revulsion in the mind of the average, non-party Chinese to 
the idea of renewed civil war and the Kuomintang may indeed have 
difficulty with the loyalty and effectiveness of its conscript troops. 

Belief in the certainty of eventual civil war leads these same 
Chinese to question whether the United_States has given sufficient 

| realistic consideration to the future in China of democracy. The 
** JT question is raised whether it is to China’s advantage, or to America’s 

| own interests, for the United States to give the Kuomintang Govern- 
ment large quantities of military supplies which, judging from past 
experience, are not likely to be used effectively against. Japan but 
will be available for civil war to enforce “unity” in the country by 
military force. These Chinese also speculate on the position of Ameri- 
can troops which may be in China (in support of the Kuomintang 
Army) if there should be civil war; and wonder what will be the 
attitude of Russia, especially if it has become by that time a partner 
in the victory over Japan. 

But ignoring these problematical implications, there can be no 
denial that civil war in China, or even the continuation after the 
defeat of Japan of the present deadlock, will greatly impede the re- 
turn of peaceful conditions. This blocking of the orderly large scale
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rehabilitation of China will in itself seriously and adversely affect } 

American interests. Even if a conflict is averted, the continuance or, } ' et 

as is probable in such an event, the worsening of the already serious ae 

economic strains within the country may result in economic collapse. | 

If there 1s civil war the likelihood of such an economic collapse is of 

- course greater. 

_ There is also the possibility that economic difficulties may make 

the war-weary, over-conscripted and over-taxed farmers fertile 

ground for Communist propaganda and thus bring about a revo- 

lution going beyond the moderate democracy which the Chinese 

Communists now claim to be seeking. Such a Communist government } 

would probably not be democratic in the American sense. And it is 

probable, even if the United States did not incur the enmity of the 

Communists for alleged material or diplomatic support of the Kuo- os 

mintang, that this Communist, government would be more inclined Cie atl 

toward friendship and cooperation with Russia than with Great 

Britain and America. — | _- 

For these reasons it would therefore appear to be in the interest of | | 

the United States to make efforts to prevent a deterioration of the 

internal political situation in China and, if possible, to bring about 

an improvement. | 

The Communists themselves (Chou En-lai and Lin Piao in a con- 

versation with John Carter Vincent and the undersigned about 

November 20, 1942) consider that foreign influence (obviously Ameri- 

can) with the Kuomintang is the only force that may be able to 

improve the situation. They admit the difficulty of successful foreign 

suggestions regarding China’s internal affairs, no matter how tact- 

fully made. But they believe that the reflection of a better informed 

foreign opinion, official and public, would have some effect on the more 

far sighted elements of leadership in the Kuomintang, such as the 

Generalissimo. 

The Communists suggest several approaches to the problem. One 

would be the emphasizing in our dealings with the Chinese Govern- 

ment, and in our propaganda to China, of the political nature of the 

world conflict; democracy against fascism. This would include con- [ 

stant reiteration of the American hope of seeing the development of 

genuine democracy ‘in China. It should imply to the Kuomintang 

our knowledge of and concern over the situation in China. | 

Another suggestion is some sort of recognition of the Chinese Com- 

munist army as a participant in the war against fascism. The United 

States might intervene to the end that the Kuomintang blockade be 

discontinued and support be given by the Central Government to the 

Eighteenth Group Army. The Communists hope this might include 

a specification that the Communist armies receive a proportionate 

share of American supplies sent to China. - oo
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Another way of making our interest in the situation known to the 
Kuomintang would be to send American representatives to visit the 
Communist area. I have not heard this proposed by the Communists 
themselves. But there is no doubt that they would welcome such 
action. 

This visit would have the great additional advantage of providing 
us with comprehensive and reliable information regarding the Com- 

{ munist side of the situation. For instance we might be able to have 
better answers to some of the following pertinent questions: How 
faithfully have the Communists carried out their United Front prom- 
ises? What is the form of their local government? How “Commu- 
nistic” is it? Does it show any democratic character or possibilities ? 
Has it won any support of the people? How does it compare with 
conditions of government in Kuomintang China? How does the 
Communist treatment of the people in such matters as taxation, grain 
requisition, military service and forced labor compare with that in 
the Kuomintang territory? What is the military and economic 
strength of the Communists and what is their probable value to the 
Allied cause? How have they dealt with problems such as inflation, 
price control, development of economic resources for carrying on the 
war, and trading with the enemy? Have the people in the guerrilla 
area been mobilized and aroused to the degree necessary to support 
real guerrilla warfare? 

Without such knowledge, it is difficult to appraise conflicting re- 
ports and reach a considered judgment. Due to the Kuomintang 
blockade, information regarding conditions in the Communist area is 
at present not available. Such information as we do have is several 
years out of date, and has limitations as to scope and probable re- 
hability. Carlson ¢ was primarily a military man and had a limited 
knowledge of the Chinese language. Most of the journalists who have 
been able to visit the Communist area appear to have a bias favorable 
to the Communists. They also suffered from language limitations 
and were unable to remain in the area for an extended period. 

I suggest that the American representatives best suited to visit the 
Communist area are Foreign Service Officers of the China language 
service. One or two men might be sent. They should combine mod- 
erately long term residence at Yenan or its vicinity with fairly exten- 
sive travel in the guerrilla area. It is important that they not be 
required to base a report on a brief visit during which they would be 
under the influence of official guides, but that they should have a suffi- 
cient time to become familiar with conditions and make personal day 
to day observations. 

There is mail and telegraphic communication between Yenan and 
Chungking, and similar communication between various parts of the 

*Maj. Evans Carlson, United States Marine Corps, formerly in China.
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Communist area. The officers would therefore not be out of touch 

with the Embassy and could, if it is thought desirable, make periodic 

reports.® 

893.00/14685 : Telegram 

The Secretary of State to the Ambassador in China (Gauss) 

Wasurneron, January 25, 1948—midnight. 

137. Reference Department’s telegram to Chungking, no. 58, March 

13, 1941 ° and Embassy’s telegram no. 114, March 26, 1941." 

A report has reached us, presumably based on statements made by 

Edgar Snow * and Chou En-lai, to the effect that, due to such factors | 

as (1) deteriorating economic condition of the people in areas under 

the control of the National Government, (2) deterioration of the 

National Government’s armies resulting from economic and financial 

situation and from the static condition of China’s warfare against 

Japan, and (3) the growing strength of the Chinese communist armies 

through defections from National Government armies and sale of arms 

to communist forces by soldiers of the National Government armies, 

the National Government may in the near future take repressive steps 

against the communists which might result in outbreak of civil war. — 

The Department would appreciate your views, without your making 

specific inquiries outside the Embassy, in regard to the foregoing 

report. 
Hui 

898.00/14924 

Memorandum by the Third Secretary of Embassy in China (Service), 

Temporarily in the United States 

[WasHineron,] January 26, 1943. 

Reference Chungking’s despatch No. 800, December 16, 1942,° en- 

closing copies in translation * of : the Resolution concerning Kuomin- 

tang-Communist relations passed by the recent plenary session of the 

Kuomintang’s Central Executive Committee; a reply of the Com- 

munist Party; and an editorial from the Communist daily at Chung- 

king. 

5 For comments by the Chief of the Division of Far Eastern Affairs (Hamilton) 

and the Adviser on Political Relations (Hornbeck), see memoranda dated 

January 28 and 30, p. 201. 
° Foreign Relations, 1941, vol. v, p. 490. 
* Toid., p. 492. 
® Correspondent in China for the Saturday Hvening Post and author of Red Star 

Over China (1938). 
° Foreign Relations, 1942, China, p. 264. 
1 Wnclosures not printed.
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[Here follows summary of a portion of the despatch. ] 
The Communists (Chou En-lai and General Lin Piao are referred 

to) were not particularly apprehensive of an immediate conflict. 
They were, however, pessimistic regarding any improvement in rela- 
tions. Lin was concerned over present small scale clashes between 
Central Government troops and the “New Fourth Army”, and the 
Government’s insistence on that Army’s actual as well as theoretical 
elimination. Chou was reported to “continue to believe” that “it is 
a case of when rather than whether the Kuomintang takes forceful 
action to liquidate the Communists.” His hope for the avoidance of 
present trouble is that Chiang Kai-shek’s political wisdom will “steer 
away from trouble for the time being even though less wise party and 
military men might wish to have a showdown now.” (I was present 
at this interview with Chou and Lin which is here only partially 
reported. Lin was obviously very gloomy and discouraged. He said 
that he had come to Chungking in regard to the recent clashes between 
the Central Government and the New Fourth Army, rather than to 
discuss over-all Kuomintang-Communist relations. Negotiations had 
proved impossible because of the uncompromising attitude of Chung- 
king military leaders.) 

[Here follows summary of remainder of the despatch.] 
Comment: This description of the present Kuomintang leadership, 

with which I am in entire agreement, was fully developed in a memo- 
randum by John Carter Vincent, entitled: “The Chinese National 
Government ; Its Leadership and Influential Elements”, forwarded by 
Chungking under cover of despatch No. 553, July 30, 1942.%% That 
memorandum is background for many of the unsupported statements 
made in this despatch. 

In that memorandum, there were also made several points which 
have direct relationship to the question of Kuomintang-Communist 
relations and the likelihood of civil war: the conservative character 
of the Party follows through to the Army, some parts of which desire 
to conserve their strength for eventual internal “adjustments”; if 
Chiang Kai-shek is removed the principal preoccupation will be in- 
ternal unity; effective measures for financial, economic and social 
reform cannot be expected from the present leadership either now or 
in the post-war period; if Russia assists in the defeat of J apan, the 
liberals and Communists will be greatly strengthened; rather than 
meet the situation by long overdue reforms, it is likely that the present 
Kuomintang leadership will go to the extremes of reaction, adopting 
suppressive measures to kill all opposition. 

“ Foreign Relations, 1942, China, p. 211.
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893.00/14969 

Memorandum by the Chief of the Division of Far Eastern Affairs 
(Hamilton) ® 

[Wasuineton,] January 28, 1943. 

The Kuomintang-Communist situation in China is one which we 

should, of course, follow with care. A few days ago we asked Mr. 

Gauss by telegram to send usa report on the matter. Upon the receipt 

of his report, it is suggested that we give careful consideration to the 

question of asking the Embassy to send an officer to visit the Com- 

munist areas. 
M[axwety] M. H[amitron | 

893.00/14969 

Memorandum by the Adviser on Political Relations (Hornbeck)¥ 

[WasuiNneton,] January 380, 1943. 

We should, I think, maintain an attitude of intelligent skepticism 

with regard to reports emphasizing the strength of the “Communist” | 

forces in China and expressing apprehensiveness that civil war in 

China may be imminent. We should, of course, follow these leads 

with close attention—but with caution. The suggestion mentioned 

as coming from a Chinese source that we might see to it that a part 

of such arms as we ship to China go to the “Communists” is one which, 

were we to listen to it, would launch us on a course of playing both 

sides in a foreign country, which we never have followed, which I trust 

we never will follow, and which, if followed, would be both vicious 

and stupid. (The Japanese have followed such courses.) It will be 

interesting to see what Mr. Gauss reports. 
S[rantey] K. H[orneecx | 

893.00/14956 | 

Memorandum of Conversation, by the Second Secretary of E'mbassy 
in China (Drumright)* 

[Cuuncxine,| January 30, 1948. 

Yesterday, at a luncheon given by Chou En-lai, Chinese communist 

representative in Chungking, which was attended by Colonel Barrett, 

Colonel DePass, Mr. Clubb*” and the writer, opportunity was had 

2 Commenting on memorandum by John S. Service dated January 23, p. 193. 

Copy transmitted to the Department by the Ambassador in China in his 

despatch No. 912, February 2; received February 23. 
4 Military Attaché in China, Assistant Military Attaché, and Second Secretary 

of Embassy in China, respectively.
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to have an informal conversation with General Lin Piao. (General 
Lin Piao is a very noted Chinese communist military leader. Rather 
diminutive in appearance, he is 35 years of age and is a native of a 
village located not far from Hankow, Hupeh. In 1924 he was a 
student at Whampoa Military Academy at Canton under Generalis- 
simo Chiang Kai-shek. It is said that he was wounded three times 
in the course of the Generalissimo’s drive against the communists. He 
also sustained a serious chest wound in a clash with Japanese forces 
in western Shansi in 1938.or 1939. He directed the operations of the 
Chinese communist forces when they won their most noted victory over 
the Japanese at Pinghsingkuan in northern Shansi in the autumn of 
1937. According to General Lin’s own statement the Japanese suf- 
fered 4,000 casualties in this engagement.) 

General Lin said that he had left Yenan, Shensi, in the early part 
of October 1942 and that he had arrived in Chungking after about 
three weeks’ travel by truck. He said that life in Yenan is now very 
difficult, that the only staple food available is millet. He said that 
Mao Tse-tung, acknowledged leader of the Chinese communists, is in 
fair health but that he suffers from rheumatism owing to residence in 
the damp loess caves. He said that now although nearly sixty years 
of age, General Chu Teh, field commander of the Chinese communist 
forces, retains his good health. He said that General Chu is in the 
field, as is the vice commander, General Peng Teh-huai. 

General Lin said that since coming to Chungking he has been 
received on two occasions by his old teacher, the Generalissimo. He 
said that the Generalissimo had received him courteously. It was 
gathered that he and the Generalissimo had discussed Kuomintang- 
communist relations; that as a representative of the Chinese com- 
munists he had requested that the blockade of the communist special 
area in north Shensi be lifted, that the communists be supplied with 
funds, ammunition and medicines. He went on to say that the Gen- 
eralissimo had evinced sympathy but that nothing concrete had 
happened. He said that the Kuomintang had demanded that com- 
munist forces be incorporated into the national armies, but he said 
that he feared that this could not be accomplished so long as the 
National Government and the Kuomintang failed to give the people 
of China democracy. That had not been done, he said. 

General Lin said that the Chinese communists are faced with an 
acute shortage of ammunition (bullets, as he put it in Chinese) and 
medicines, neither of which category is supplied by the Chinese Na- 
tional Government. He said that the Chinese communists have no
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supplies of copper whatsoever. He added that their production of 
military equipment is limited to hand grenades and mines. He 
pointed out that in the absence of military supplies—which the Chinese 
communists had hitherto obtained chiefly from the Japanese—the 
Chinese communists could do little more than be quiescent. He as- 
serted that if the Chinese communists were only supplied with arms 
and ammunition and medicines they would go on the offensive and 
strike hard blows at the Japanese throughout north China. 

General Lin expressed his views of the Japanese in the following 
terms: The Japanese have withdrawn very few troops from north 
China since the start of the Pacific war. They now maintain eight 
or nine divisions in north China (not including Manchuria), of which 
about four are in Shansi. It is the definite policy of the Japanese to 
eliminate all Chinese resistance in the occupied areas, to drive all 
Chinese troops therefrom, to consolidate their political and economic 
position in those areas, to utilize the manpower and resources of these 
areas to assist them in gaining hegemony of all East Asia. General 
Lin went on to express the opinion that the Japanese would fail to 
attain these objectives: the Chinese people would never give their 
support to Japan and the Japanese would fail in their endeavors to 
sweep Chinese resistance from the so-called occupied areas. General 
Lin also asserted that, given a good opportunity, the Japanese would 
certainly endeavor to wrest Siberia from the U.S.S. R. 

Everett FE’, DruMRIGHT 

893.00/14927 : Telegram | 

The Ambassador in China (Gauss) to the Secretary of State 

CHUNGEING, February 1, 1943—11 a. m. 
[Received 1: 25 p.m. ] 

176. Replying to your 137, January 25, midnight. Please refer to 
Embassy’s telegrams 1005, September 5, 9 a. m.; 1070, September 21, 
noon; and 1486, December 12, 10 a. m., 7th and 10th paragraphs, 
and to its despatches 408, May 14; 468, June 18;%* 501, July 7; 
515, July 14; 6138, September 20 [70]; and 800, December 16,” all 

1942, 
With regard to points numbered 1 and 2, there has been a clear 

and disturbing deterioration, as the Embassy had repeatedly reported, 
in the general economic situation in unoccupied China and in the 
condition of the Chinese armies due to undernourishment, disease and 

% Foreign Relations. 1942, China, pp. 232, 241, 260, and 197, respectively. 
** Not printed. 
™ Foreign Relations, 1942, China, pp. 98, 206, 235, and 264, respectively. 

382545—57——_14
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inaction but it is unlikely and unreasonable that the Chinese Govern- 
ment under present circumstances would find in this state of affairs 
a pretext for initiating repressive measures that might lead to civil 
war. 

With regard to point 3, the Embassy’s information does not indicate 
that there has been any appreciable growth in the strength of the 
Communist army. There have been no large defections of national 
troops and individual defections have not materially affected the 
situation. It is understood that Communists now have more men 
than they can adequately arm and are encouraging soldiers to return 
to farms because of labour shortage. Embassy is informed that in 
order to avoid irritating the Kuomintang the Communists discourage 
defection of national troops or purchase of arms from them. 
Although relations between the Communists and the Kuomintang 

are far from satisfactory, it is believed that the conclusion drawn 
is [én] the report that has reached the Department is not warranted. 

In this connection particular attention is invited to my recent 
despatch number 800. Anti-communism continues to be cornerstone 
of Kuomintang policy but the leaders, notably the Generalissimo, 
consider it politic and practical to refrain from repressive action at 
thistime. Liquidation of the Communists by the present Kuomintang 
leadership is a question of “when” rather than “whether”. The time 
has not arrived. It may never arrive. Russian entrance into the war 
against Japan would make such a move inadvisable. Liberalization 
of Kuomintang leadership after peace under pressure from dissatis- 
fied popular and official elements would render conflict improbable. 
While the war against Japan continues, civil war is not likely to occur. 
Conversations with informed Kuomintang and Communist leaders 
here, including Chou En-lai who is mentioned in the Department’s 
telegram, confirm this opinion. 

Hall of the National City Bank who recently travelled through 
Communist territory and stayed some time in Yenan reports that 
morale there is good, that Communist forces have fair equipment of 
small arms but need mountain guns and that they are carrying on 
guerrilla warfare but are impatient of situation which prevents them 
from collaborating with national armies in attacking Japanese in 
force. He says that whereas commodities are limited, people seem 

- to have a fair quantity of necessities including medicines. He ob- 
serves that morale of national troops he saw in south Shensi was not 

{ so good, that economic conditions were disturbing, and that corruption 
" among military and civil officials was relatively common compared 

with apparent absence thereof in Yenan. Incidentally he states that 
he was well and courteously treated by Chinese throughout his long 
journey.
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In conclusion probably the most encouraging comment that can be 

made regarding Kuomintang-Communist relations is that they are 

now much the same as they were when the Embassy described them 

at some length in its dispatch number 95 of August 20, 1941. 
Gauss 

893.00/14959 

Memorandum by the Chief of the Division of Far Eastern Affairs 
(Hamilton) » 

[Wasuineton,] February 5, 1943. 

In view of the rumors and reports of one type and another which 
crop up from time to time in regard to relations between the Chinese 
Government and the Chinese “Communists”, Mr. Hornbeck and I 
call your special attention to the attached confidential interchange of 

telegrams of January 25, midnight, and February 1, 11 a. m., between 

the Department and our Embassy at Chungking. 
M[axwetu| M. H[amitron] 

893.00/14970 

Memorandum Prepared in the Division of Far Hastern Affairs * 

WasHIneTon, February 11, 1943. 

KvoMINTANG-COMMUNIST SITUATION 

The Embassy at Chungking in its recent analysis of Kuomintang- 
Communist relations (telegram 176, February 1, 11 a.m.) stated that 
the most encouraging comment that can be made is that Kuomintang- 
Communist relations are now much the same as when the Embassy 
described them in its despatch no. 95, August 20, 1941.7 In that 
despatch the Embassy said, enter alia: 

“. . . it becomes reasonably clear that there can be little hope of a 
real united front, that is, a united front grounded upon sincere politi- 
cal and military cooperation. Even though divergent social concep- 
tions were insufficient to keep the parties apart, strong personal 
prejudice on the part of many of the Kuomintang leaders would effec- 
tively prevent real cooperation. Endeavors to bridge the gap between 

” Foreign Relations, 1941, vol. v, p. 5383. 
20 Addressed to each of the Assistant Secretaries of State (Berle, Long, Ache- 

son, Shaw), each of the Advisers on Political Relations (Dunn, Duggan, Mur- 
ray), the Acting Chief of the Division of European Affairs (Atherton), the Chief 
of the Division of Near Eastern Affairs (Alling), and the Chief of the Division 
of the American Republics (Bonsall). 

4 Drafted by the Third Secretary of Embassy in China (Service), temporarily 
in the United States, and the Assistant Chief of the Division of Far Eastern 
Affairs (Smyth) ; initialed by the Chief of the Division (Hamilton).
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the older and controlling elements in the Kuomintang and the com- 
munist leaders would, it is felt, prove as ineffectual as they were 
unwelcome. On the other hand, prevention of an open rupture is 
considered to be quite feasible so long as the common front against 
Japan is viewed as a necessity and outside assistance in maintaining 
that front is desired. | 

“Once that necessity ceased to exist, the Kuomintang-Communist 
feud may be expected to flare up again, probably in the form of hos- 
tilities. The foregoing statement assumes a continuation of the 
present Kuomintang leadership. There is a possibility that the more 
liberal younger element in the Kuomintang may become sufficiently 
influential to effect a bridging of the gap—might even through the 
adoption of needed social and agrarian reforms cut the ground from 
under the communists and effect a relative degree of political unity 
in the country. This is in no wise an early prospect but it is worth 
bearing in mind when taking a long view of the situation.” 

In its despatch no. 800 of December 16, 1942,?* which dealt with Ku- 
omintang-Communist relations, the Embassy made the following 
comments : 

“. . Whatever strength the Communist party has derives more 
from the failures of the Kuomintang than in any positive accomplish- 
ment on its own part. Had the Kuomintang had the foresight to 
adopt simple effective measures for agrarian reform, equitable taxa- 
tion, and for promotion of home industries along the lines of the 
Chinese Industrial Cooperatives, for example, it could have cut the 
ground from under opposition such as the Communists represent. 
This could still be done but it is feared that the present Kuomintang 
leadership, sterile in so far as social reform is concerned, is incapable 
of altering its conservative course.” 

The Embassy expressed the opinion in its recent analysis of Kuo- 
mintang-Communist relations (Chungking’s telegram no. 176 of Feb- 
ruary 1, 1943) that the elimination of the Communists by the present 
leadership of the Kuomintang is a question of “when” rather than 
“whether”. The Embassy adds, however, that the time has not ar- 
rived and may never arrive because Russian entrance into the war 
against Japan would make such a move inadvisable and because pres- 
sure from dissatisfied popular and official elements may enforce a 
liberalization of Kuomintang leadership after the peace. 

The chief hope for the delay or avoidance of this conflict is the 
personal leadership of the Generalissimo, who, as the Ambassador 
has stated, foresees the harmful effect on foreign opinion which civil 
war would have and who is still able to restrain the military and more 
conservative party elements. This view is also held by the Commu- 
nists who do not expect an immediate worsening of the present con- 
dition of armed truce in north and sporadic small-scale encounters 
in central China. 

* Foreign Relations, 1942, China, p. 264.
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The opinion that civil war is likely to be delayed would appear to 
be justified. There are, however, several factors which might possibly 
bring about Kuomintang-Communist hostilities before the end of the 
war with Japan. One of these would be the removal of the General- 
issimo, which might permit extremist elements to gain control. An- 
other might be Kuomintang fear of growing Communist power, 
especially among the people of the guerrilla zones in north China. 
A third might be a fear of possible Russian support of the Commu- 
nists after the war. It is probably true that Russia does not desire a 
civil war in China at this time and has therefore given its support 
only to the Central Government. The Kuomintang may fear that this 
will not be the case after the war, especially if Russia has had a part 
in defeating Japan, and the liberal elements in China are strengthened 
thereby. 

The present lack of unity in China and immobilization of substan- 
tial Kuomintang and Communist forces to offset each other is of im- 
portance during the present period because it hinders China’s war 

effort. 
Assuming that the present armed truce will continue until the end 

of the war, there will still remain to be solved the fundamental ques- 
tion of internal peace and unity. It is to be hoped that the General- 
issimo, Dr. T. V. Soong * and other liberal elements may be in a posi- 
tion strong enough to bring about the reforms which can be the basis 
for lasting peace. However, there is still little evidence of a young, 
more liberal leadership rising in the Kuomintang itself. It is also 
possible that the Communists will be in a stronger position than ever 
before by reason of their probable control of most of north China. 
There will no longer be the common fear of an external attack. And 
the economic exhaustion of China and the deterioration of Chinese 
armies mentioned by Ambassador Gauss in his telegram referred to 
above will be factors which may contribute to civil war and which may 
make a Central Government victory in any such civil war difficult. 

The foregoing is a brief summary of a situation which has serious 
implications affecting American interests both in the present war ef- 
fort and in future efforts to assist post-war rehabilitation. It is a 
situation which merits careful study and the consideration of any 
action which might appropriately be taken to encourage and further 
Chinese unity. One possible course of action might be the sending of 
American officials to visit the Communist areas. This would have the 
double advantage of informing the Chinese of our interest in the 
whole question and of providing us with additional information re- 
garding various phases of the problem. However, it is believed that 

™“ Chinese Minister for Foreign Affairs.
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the Chinese Government authorities would resent our sending repre- 

sentatives to Communist areas, without obtaining prior approval of 

the Government. And under present circumstances, it is to be doubted 

whether the Chinese Government would welcome a request for such 

approval. 

893.48/4008 

The Ambassador in China (Gauss) to the Secretary of State 

No. 933 CuuncxKina, February 15, 1943. 

[Received March 10.] 

Sm: Referring to my despatch no. 721 of November 138, 1942,?° con- 

cerning famine conditions in Honan, I have the honor to enclose for 

the Department’s information a translation of an article from the 

Ta Kung Pao (influential independent Chinese daily) of February 

1, 1943, entitled “A True Description of Famine Conditions in Honan” 

and a translation of an editorial from the February 2 edition of that 

newspaper entitled “Look at Chungking and Think of Honan.” ” 

The first of these two articles, written by the Honan correspondent 

of the Za Kung Pao, describes the widespread suffering of the people 

in 100 famine-stricken hsien in Honan and the lack of thorough meas- 

ures of relief, attacks the government for its efforts to carry out its 

program of collection of taxes in kind and the compulsory purchases 

of foodstuffs in the face of the famine conditions and appeals for 

immediate relief for the estimated thirty million famine victims. The 

editorial calls attention to the circumstance that although the govern- 

ment is reported to have appropriated adequate relief funds there are 

still millions of refugees who have not yet received such relief and 
describes as “unendurable” the continued collection of land taxes from 

the farmers who are threatened with arrest and are forced to sell 

their land and even the members of their families in order to escape 
starvation or in order to pay such taxes. A contrast is drawn between 
conditions in Honan and the circumstances under which people live 
in Chungking. In connection with the latter point, the editorial goes 

on to point out the ineffectiveness of the recently applied price control 
measures, stating that it would require thousands of prisons to hold all 
the violators of the measures. It concludes with an appeal for relief 

funds for the Honan famine victims. 
The publication of this editorial by the 7'a Kung Pao resulted in a 

three-day suspension of the newspaper by the Government and for- 
eign press correspondents who attempted to report this matter to their 

* Foreign Relations, 1942, China, p. 253. 
** Neither printed.



POLITICAL CONDITIONS 209 

home offices were not allowed to forward their despatches. A Central 
News Agency (Government-controlled) correspondent states confi- 
dentially that conditions in Honan are even worse than the Ta Kung 
Pao article described and that many Chinese approved the publication 
of the article. One result has been a campaign conducted by the 
La Kung Pao for famine relief in Honan, and the publicity given to 
conditions in that province has evidently forced the government to 
take more positive measures to relieve the serious situation. 

In this connection, there is also transmitted herewith a copy of 
a China Information Committee Bulletin (Ministry of Information 
release) of February 12.78 reporting the appropriation by the Gov- 
ernment of CN$100,000,000 for the relief of famine sufferers in 
Honan and the efforts being made by several public organizations in 
Chungking to raise additional funds for relief work in Honan. 

Respectfully yours, C. E. Gauss 

893.42/361 

Lhe Ambassador in China (Gauss) to the Secretary of State 

No. 951 Cuunexine, February 23, 1948. 
[Received March 20.] 

Sir: I have the honor to transmit herewith for the information of 
the Department copy of Despatch No. 6, February 17, 1943,2° from 
Second Secretary Everett F. Drumright on temporary detail to 
Chengtu. The despatch reports upon the views of General Pai 
Chung-hsi, Vice Chief of the Chinese General Staff, as expressed in a 
speech at the Chengtu branch of the Central Military Academy. Gen- 
eral Pai’s remarks apparently reflect an increasing dissatisfaction on 
the part of the Government with the present unmilitary attitude of 
college and middle school students, their lack of patriotism and the 
absence of enthusiasm for the war effort. 

Respectfully yours, C. E. Gauss 

893.00/14978 

Lhe Ambassador in China (Gauss) to the Secretary of State 

No. 962 CuunexKING, February 26, 1943. 
[Received April 14.] 

Sir: I have the honor to refer to the Embassy’s telegram no. 1486 of 
December 12 ** and despatches no. 773, December 3, no. 785, December 

6 Not printed. 
* Foreign Relations, 1942, China, p. 260.
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10,°° and no. 800, December 16, 1942,*! and to enclose a translation of 
the Resolution on Fiscal Policy passed by the Central Executive Com- 
mittee of the Kuomintang at its 10th session at Chungking Novem- 
ber last.* 

It will be noted that the resolution contains four recommendations 
for fiscal policy and details eight measures for putting the recom- 
mendations into effect. The first recommendation is for a balance of 
receipts and expenditures. The deficit is to be covered by flotation 
of loans but in order to prevent inflation, a loan quota is recommended. 
Secondly, revision of the tax system to increase revenue should not 
overlook the desirability of simplification, the difficulties of the peo- 
ple, and the need for war-time and post-war stability. Thirdly, state- 
operated enterprises and state-owned property should be managed in 
a manner to benefit both national finance and the economic life of the 
people. Fourthly, financial self-sufficiency of the district govern- 
ments should be an aim of fiscal policy. 

Y. C. Koo, Vice Minister of Finance, in conversation with the Coun- 
selor of Embassy, explained that, whereas the Central Executive 
Committee had shown considerable interest in the financial situation 
and in methods for improvement, it had not been adversely critical of 
the Ministry of Finance’s past performance. (‘The Embassy has heard 
otherwise from other sources.) Dr. Koo said that every effort would 
be made to put into effect the recommendations of the C. E. C. 

It is significant that, in suggesting a quota on loans, the C. E. C. 
goes definitely on record as desiring a limitation of expenditures. 
The thirty-six billion dollar budget for 1943 does not reflect an in- 
tention to economize, however, and it is doubtful that expenditures for 
the year will be kept below forty billion, most of which will be ob- 
tained through issuance of currency. 

The recommendation on taxation contains a warning note against 
adding to the difficulties of the people. It does not mention the fact 
that taxation on high bracket incomes and speculative profits is in- 
adequately and ineffectually applied and administered. Dr. Koo 
states that the Ministry of Finance will improve and expand its 
direct tax system. (See Embassy’s despatch no. 807 of December 
21, 1942.**) 

It is interesting to note in the third recommendation the phrase 
“Now that planned economy is being introduced into China.. .” 
Chinese businessmen and some officials are concerned over the tendency 
toward state ownership of productive enterprises, toward the creation 

* Neither printed. 
™ Foreign Relations, 1942, China, p. 264. 
* Fnclosure not printed. 
* John Carter Vincent. 
* Not printed.
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of state-owned companies in control of exports, and the establishment 
of state monopolies of commodities such as matches, salt, tobacco, etc. 
There are those who fear that after the war the government will be in 
control of a large portion of external and internal trade and of na- 
tional production. 

The policy of promoting fiscal autonomy for the district govern- 
ments is two-fold in purpose. The Government believes that a sound 
and, in so far as practical, self-sufficient system of district finance will 
promote financial stability. It also believes that in creating autono- 
mous fiscal units in the districts depending directly from the national 
Ministry of Finance, rather than from the provincial governments, a 
long step will have been taken in breaking up provincialism which is | 
viewed as one of the most potent disintegrative forces in the ¢ country. 
The provinces have in the past been the most fertile field for the mili- 
tarism of non-conformist and revolting warlords. While endeavoring 
to build up financial autonomy in the districts, the central government 
has taken steps during recent years to destroy financial autonomy 
in the provinces primarily through taking over taxes formerly col- 
lected by the provinces (notably the land tax) and making grants to 
the provinces from the national treasury. 

Dr. Koo explained that direct taxes on income, transactions, inheri- 
tance, etc., constitute one of the principal forms of revenue collected 
on a district basis, but in accordance with national law and for re- 
mittance to the national treasury. However, the Ministry of Finance 
remits one-third of these taxes back to the districts; not necessarily to 
the district from which they are derived but in accordance with a 
schedule of relative need prepared by the provincial authorities. In 
this way poor districts may benefit at the expense of the richer 
districts. : 

The program of fiscal autonomy for the districts, directly con- 
trolled by the national government, operating alongside the program 
for establishment of district self government, and displacing the 
former system of fiscal and, in a large measure, political autonomy in 
the provinces is one of the most interesting current developments in 
China. Hailed at times as a move toward democratic forms, it is 
more realistically described as a preventive against the resurgence of 
disintegrative provincial forces after the conclusion of the war. 

The National (Kuomintang) Government is intent upon retaining 
its authority in the country and it proceeds on the thesis that the best 
means of doing so is to maintain unity and that the best way to main- 
tain unity is firmly to establish its financial control. If, hand in hand 
with this program, it has the foresight to adopt an enlightened policy 
which will benefit and gain the support of the masses of farmers and 
workers it has a good chance of achieving its objectives.
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There is much talk in the press and elsewhere of a democratic 
China after the war. However, a highly centralized and authori- 
tarian government such as that of the Kuomintang is not uncongenial 
to the Chinese people provided it rules for the people in sufficient 
degree to prevent widespread feeling of discontent and injustice. The 
Kuomintang should take more to heart than it has in the past the 
words of the Book of History (Confucius): “Heaven sees as the 
people see; heaven hears as the people hear”. Therein is the democ- 
racy of China; and in the innate individualism of the people; not in 
the ballot and parliaments. If the Kuomintang can adjust its rule to 
the Confucian precept it should be able to maintain itself against the 

i disintegrative forces of provincialism and regionalism and it need 
retain little fear of its béte noire, Communism.® 

Respectfully yours, C. E. Gauss 

893.00/14960 : Telegram 

The Ambassador in China (Gauss) to the Secretary of State 

Cuunexine, March 5, 1948—noon. 
[Received March 5—11: 35 a. m.] 

820. It has been announced here that Executive Yuan has named 
Dr. K. C. Wu, political Vice Minister of Foreign Affairs, to be Acting 
Foreign Minister during the absence of Soong. Wu tells me confi- 
dentially, however, that there will be no real change in his status and 
that he has to refer all except routine matters for the instructions of 
the Generalissimo. 

Gauss 

*In a memorandum dated April 12 Troy L. Perkins of the Division of Far 
Eastern Affairs wrote by way of comment on this despatch: “China’s fiscal 
policy does not appear adequate to overcome or even to relieve the present serious 
economic situation. The absence of effective proposals for siphoning off war 
profits, and the indicated large increase in governmental expenditures—without 
a comparable increase in production—do not augur well for the control of infla- 
tion. The present situation in China calls for more stringent measures. ‘The 
CO. BE. C. proposals recall the steps already taken in China for price control, which 
have been (1) too tentative and too late, and then (2) too rigid (fixed prices 
instead of controlled prices), and (3) unaccompanied by rationing, the necessary 
coneomitant of price ceilings.”
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893.00/14980 | 7 | | 
Memorandum of Conversation, by the Second Secretary of Embassy 

in China (Rice), Temporarily in the United States 

| [Wasuineron,] March 11, 1943. 

Participants: Dr. Shuhsi Hsii of the Chinese Ministry of Foreign 
| Affairs : 

Paul Chu of China Defense Supplies and 
Mr. Edward E. Rice 

Mr. Rice was introduced to Dr. Hsii at a small social function 
during the course of which there occurred the conversation outlined 
below. 

Dr. Hsii stated that he had been given his post of Chief of the 
Russian Section of the Ministry of Foreign Affairs because he has 
long been an advocate of close Sino-Soviet relations. However, he 
voiced the opinion that the communists in China follow the party 
line determined in Russia, that the existence in China of an adminis- 
tration not controlled by the Central Government should not be tol- 
erated and that for this reason the communist administration in the 
northwest must and will be liquidated, whatever the good qualities of 
the administration or its leaders. Mr. Rice asked him how that would 
be accomplished. He replied that it would be most sensible to accom- 
plish this through negotiation and agreement, although he was not 
overly sanguine that both sides would show sufficient wisdom. He 
said that the alternative is military liquidation of the communists, 
that this should prove comparatively easy and that while he antici- 
pated no decisive action during the current war he did expect the 
matter to be settled shortly after the termination of Sino-Japanese 
hostilities. | | 

893.00/14970: Telegram a . 

The Secretary of State to the Chargé in China (Vincent) — 

WasuHinetTon, March 15, 1943—8 p. m. 

850. 1. Bern reports that the following information was contained 
in the February 5 issue of the Berliner Boersenzeitung: 

According to reports from Nanking, Chungking has declared null 
and void all secret agreements concluded between former Governor 
of Sinkiang and Soviet Russia between 1931 and 1939 granting the 
Soviets economic concessions in return for Soviet military aid in sup- 
pressing Moslem revolts. The paper further states that a few days 
later President Roosevelt opened consulate at Sinkiang and that obvi-
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ously Chiang Kai-shek would not have dared to affront Moscow with- 
out sufficient Anglo-American backing. 

2. While the Department does not of course regard seriously propa- 
ganda emanating from Axis or Axis puppet sources, the foregoing 
report is communicated to the Embassy as of possible interest and for 
its comment in connection with the Embassy’s following of develop- 

ments in and relating to Sinkiang. 

893.00/14989 

Memorandum of Conversation, by the Second Secretary of Embassy 
in China (Davies) * 

[CHunexK1NG,] March 16, 1943. 

In a conversation with Chou En-lai, Communist representative in 

Chungking, I cautiously explored the possibility of our drawing on 

Communist intelligence regarding enemy activities. He responded in 

a seemingly cooperative spirit, but pointed out that for really effective 

liaison we should have a small group of officers stationed in their terri- 

tory. Chou’s supply of incoming information from North China is 
obviously limited. But they had at their command at Yenan and in 
northern Shansi a steady flow of intelligence regarding the Japanese, 
particularly with regard to their operations in North China, Man- 
churia, the Yangtze valley and, until recently, Hainan. 

Chou reiterated his invitation of last summer for a small group of 

American officers to set up observers’ posts in Shensi and Shansi. He 
pointed out that if we plan to assist in driving the Japanese from 
North China, it is now not too early to begin investigating sites for 

_ possible airfields in Shensi, Shansi, Hopei and Shantung and to begin 

studying at first hand conditions in that area. He seemed to be partic- 
ularly anxious that an air officer investigate airfield possibilities in 
Shensi-Shansi. It would be advisable, according to Chou, to indicate 
to the Central Government at the outset that the observer stations are 
considered permanent stations for the duration. The personnel could 
then be rotated without misunderstanding over the principle of Amer- 

, ican officers proceeding to that area for air and ground intelligence 
work in cooperation with the Chinese authorities in North China. 

His organization, Chou said, has received radio reports from its 
agents on Hainan Island. But the last remaining radio in possession 
of the Communists on Hainan had apparently ceased to function, for 
they receive no more direct messages. He stated that the Communists 
are the strongest force on the island resisting the Japanese. 

* Addressed to General Stilwell; copy transmitted to the Department by the 
ames in China (Vincent) in his covering despatch No. 1020, March 28; received
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I then asked him a blunt question, one completely out of my profes- 
sional character. I said that if we wished to extend lend-lease aid 
impartially to the Chinese Army, irrespective of political complexion 
and including those who seemed to be the most anxious to fight the 
common enemy, would we be able to do so. He shook his head, reply- 
ing that the prejudice against and suspicion of the Eighteenth Group 
Army was too strong. He then added that after the American Navy 

has further whittled down Japanese naval strength and the Chinese 
Army settles down to the truly formidable task of trying to drive the 
Japanese Army from China, the Generalissimo’s attitude toward the 
Communists may undergo a change because General Chiang will dis- 
cover that the Japanese are much stronger than he now realizes. It 
is bad to over-estimate the Japanese, Chou commented, it is quite as 
bad to under-estimate them. The Generalissimo is guilty of the latter 
error, he said. And when General Chiang discovers that the Japanese 
are not going to be easily rolled back into the sea, then he may feel that 
he will have to give more consideration to the Communists. 

Chou exhibited anxiety over what the Japanese might do in the face 
of the movement of Chinese troops to Yunnan, the inflow of lend-lease 
arms by air and the Yunnan training project. He suggested that the 
Japanese must be suffering from a very strong temptation to attack 
Yunnan before Chinese-American strength in that area grows much 
further. If the Japanese occupy Yunnan, he observed, they have 
gone a long way toward strangulating Free China. And a Japanese 
invasion of that province poses no great difficulties for the enemy. 

He corroborated the reports of bad feeling between Chen Cheng *” 
and Ho Ying-chin.** He also stated that Chen Cheng was loath to 
assume the Yunnan command. He had accepted the command only 
after considerable pressure from the Generalissimo and had reportedly 
said Just before his departure that he was going to stay only a few 
days at Kunming after which he intended to return. 

In discussing General Sun of the 38th Division he remarked that 
it was a pity that Sun would probably not be eligible to become an 
Army commander. Explanation: Sun is not one of the Whampoa 
clique. 

T asked him if he had seen T. V. Soong during the Foreign Minis- 
ter’s visit to Chungking. He had. Soong had displayed to him 
a fair attitude toward the Communists. But Chou had heard that 
to others, Soong had been critical of the Communists. Chou was not 
sure whom the Foreign Minister was trying to deceive. He is not sure 
of Soong’s position beyond recognizing that Soong is personally ex- 
ceedingly ambitious. ... 

* Commanding Chinese troops in Yunnan. a 
* Chinese War Minister and Chief of Staff.
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Chou feels that the Foreign Minister is now biding his time. He 
remained in his home most of the time in Chungking. He did not 
interfere in economic matters. The Generalissimo would not permit 
him to do so because, as Chou remarked, General Chiang knows that 
H. H. Kung will do as he is told whereas Soong will not, he is too 
independent. As for foreign affairs, Soong realizes that the formu- 
lation of policy rests solely with the Generalissimo, the Foreign 
Minister’s function being simply to report. That Soong did, follow- 
ing which he retired to his residence where he spent most of his time 
attending to his own private affairs, including the Bank of China. He 
made new investments, conspicuously in Kweichow Province. 

The Foreign Minister’s only major political accomplishment, ac- 
cording to Chou, was to institute a temporary housecleaning in the 
Chinese Red Cross. And this was achieved only after two strained 
sessions with the Generalissimo and a rather dramatic visit to a meet- 
ing of the Executive Yuan. C.'T. Wang, who has apparently been 
mishandling the Red Cross, was removed on the grounds that he was 
“too elderly and needed a rest” and was replaced by Dr. Chiang 

Monlin, President of Peking National University. 
I asked how Soong’s relations with the Kwangsi clique were. Chou 

said that they were good but that on this last visit the Foreign Minister 
had apparently studiously avoided having much contact with Pai 

Chung-hsi. 
Finally, I asked Chou if he regarded Soong as a progressive force 

in Chinese politics. He hesitated and then said that there were two 
sides to Soong’s nature. He intimated that Soong might be con- 
sidered modern in his outlook and methods, but not because of that 

necessarily progressive. 
Premier Tojo’s visit to Nanking was viewed by Chou as a demon- 

stration designed to give the Wang Ching-wei regime face and bolster 

its morale. He suggested that the visit may also have encompassed 

negotiations for the further use of Chinese manpower, both indus- 

trially (as in the reported transfer of Shanghai skilled labor to Man- 

churia) and militarily through increased conscription of puppet 

troops. 
JoHn Davies 

893.408/1 TO 

The Chargé in China (Vineent) to the Secretary of State 

No. 1001 | Cuunaxine, March 17, 1943. 
SO [Received April 16.] 

Sm: I have the honor to enclose a copy of a despatch * submitted 

by Mr. Drumright, Secretary of the Embassy on detail at Chengtu, 

*” Not printed.
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in regard to a meeting of Szechuan delegates of the San Min Chu I 
(People’s Three Principles) Youth Corps. 

In the third paragraph of his despatch, Mr. Drumright correctly 
indicates the significance of the Youth Corps: “It is generally held 
that the purpose of the San Min Chu I Youth Corps is to direct the 
political thought of Chinese youth along orthodox channels and 
specifically to shield them from the communist doctrines which were 
attracting Chinese youth in large numbers some four or five years ago.” 
Incidentally, a great deal of the so-called attraction to communist doc- 
trines was and is more a result of dissatisfaction with Kuomintang 
policies than a positive act of political or social faith. Under the 
guise of Sun Yat-sen idealism and through an appeal to nationalistic 
patriotism, an attempt is made to gain the adherence of Youth Corps 
members to the present Kuomintang political concept and policy of 
one-party government. 

With reference to the statement that “the activities of the Youth 
Corps are being especially pushed in centers of learning”, it is a 
generally understood fact that the more ardent members of the Corps 
act as class-room informers for the Ministry of Education’s special 
intelligence service, reporting on professors as well as fellow students. 
It is encouraging to note Mr. Drumright’s observation that in Chengtu 
“there is little spontaneous enthusiasm among Chinese youth of the 
student type for the Youth Corps.” He adds significantly that “the 
majority who have joined have done so because of political 
expediency .. .” * 

Respectfully yours, JOHN CARTER VINCENT 

893.00/14966 : Telegram 

The Chargé in China (Vincent) to the Secretary of State 

CHUNGKING, March 19, 19483—9 a. m. 
[Received 11:25 a. m.] 

398. Reference Department’s 350, March 15, 8 p. m. We have 
heard nothing of action mentioned in Bern report and do not believe 
there is any truth in it. The Chinese, as several officials have inti- 
mated to me, would very much like to obtain control of the economic 
concessions granted by Sinkiang to Russia and also to arrange for 
withdrawal of Russian troops from Sinkiang but they have not 
been able todoso. Shall make discreet inquiries to ascertain whether 
there has been any recent change in the situation. 

“For Departmental comment, see memorandum by Mr. Troy L. Perkins of the 
Division of Far Eastern Affairs, dated April 24, p. 225. |
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I have directed Clubb* to proceed from Lanchow to Tihua as 
soon as practicable“? Yesterday, subsequent to my having reached 
this decision, Director of American Department of Foreign Office 
made the curious unofficial (but nonetheless serious) request that 
inasmuch as British were opening consular office in Tihua early April 
we endeavor have Clubb open our Consulate same time as British or 
in advance if possible. 

VINCENT 

893.00/14966 : Telegram 

The Secretary of State to the Chargé in China (Vincent) 

WasHineton, March 25, 1943—4 p. m. 

400. Embassy’s 398, March 19, 9 a. m. Department would ap- 
preciate air mail report in regard to economic concessions granted 
by Sinkiang to Russia ** mentioned in first paragraph of reference 

telegram. 
HULL 

761.98/1718 | 

Memorandum of Conversation, by the Minister Counselor of Embassy 
in the Soviet Union (Dooman) * 

KurpysHeEv, March 25, 1943. 

I called on the Chinese Ambassador “ yesterday to pay my respects 
on his appointment and assumption of his duties. We had an ex- 
tended conversation, which was continued today when he returned my 
call, and for purposes of convenience the two conversations are com- 
bined in this memorandum as follows: 

The Ambassador informed me that he had been for some time Act- 
ing Foreign Minister, for the reason that Mr. Soong, the actual For- 
eign Minister, had spent a great deal of his time abroad, mostly in the 

_ United States. He referred to the fact that I was shortly leaving the 
Soviet Union to return to the Department, and he said that he wished 
to speak quite frankly to me in the hope that I would convey his ob- 
servations to my Government. 

“ Oliver Edmund Clubb, Second Secretary of Embassy in China and Consul at 
Kunming. 

“ yor pporrespondence regarding the opening of additional posts in China, see 
pp. . 

* See telegram No. 534, April 18, 5 p. m., from the Chargé in China, p. 222. 
“Copy transmitted to the Department by the Ambassador in the Soviet Union 

in his despatch No. 274, March 25; received April 24. 
“Foo Ping-sheung.
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[Here follows report of remarks on Soviet agreement as to supply 
route through the Soviet Union to China as reported in telegram No. 
183, March 19, 5 p. m., page 600. | 

The Ambassador said that he wished now to tell me quite frankly 
that the Chinese Government was somewhat concerned over the extent 
of the help which China might expect after the war toward coping 
with the enormous task of reconstruction. It has been obvious that 
China would be unable with its own resources after the war to re- 
habilitate itself. He wondered whether it would be possible for China 
to deal directly with private American interests with a view to secur- 
ing necessary funds for rehabilitation and whether such funds could 
be expected without there being imposed on China the incubus of a 
banking consortium such as that which was set up after the last war.*® 
I replied that, without underestimating the seriousness of the task of 
rehabilitating China, it was my opinion that the problem was rela- 
tively more simple in China, with its predominantly agricultural econ- 
omy, than in the case of highly industrialized nations which had been 
overrun and devastated by the war, such as Belgium. I further ex- 
pressed the opinion that the days of the free exportation of capital 
from the United States had passed, and that I expected that there 
would be after the war a rigid supervision by the Government of all 
American funds desired for investment or other use in foreign coun- 
tries. The Chinese Ambassador replied that he was greatly relieved 
by the opinion which I had expressed, but he wondered whether that 
opinion was generally held. I replied smilingly that I had a great 
many friends in New York who had expressed horror over the possi- 
bility of governmental control over the movement of capital, whethex 
internally or externally, but that nevertheless I felt that I had ne 
more than indicated the general trend of opinion in the United States. 

The conversation then turned to the question whether the coopera- 
tion of the Soviet Union with the other members of the United 
Nations after the war could be confidently expected. The Ambas- 
sador said apropos that he wished to inform me in strict secrecy of 
certain apprehensions which were entertained by the Chinese Govern- 
ment with regard to possible future developments in the Far East. 
Assuming that the Soviet Union would join the other United Nations, 
after the defeat of Germany, in the operations looking toward the 
defeat of Japan—and that was merely an assumption—one would 
have to envisage the presence of considerable numbers of Soviet 
troops not only in Sinkiang and Outer Mongolia but also in Man- 
churia. It would have to be expected that these Soviet forces would 
be disposed to support the Chinese Communist elements in their op- 

“For China Consortium Agreement, signed October 15, 1920, see Foreign 
Relations, 1920, vol. 1, p. 576. 

332545—57-——15
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position to the Central Government of China, and he was frank to 
admit that a combination of that character would be extremely diffi- 
cult for the Chinese Government to eliminate from the areas which 
he had mentioned. I expressed surprise that he had included Man- 
churia in that area, and asked whether it was the view of the Chinese 
Government that the aspirations of the Czarist regime in Manchuria 
had been inherited by the Soviet Government. The Ambassador re- 
pled that without attempting to answer my question directly he 
need only observe that the Soviet army in Siberia would undoubtedly 
succeed in making its way into Manchuria sooner than the Chinese 
army could work its way toward Manchuria from the south. Once 
the Soviet forces occupied Manchuria he thought it would be extremely 
difficult to move them out. I recalled that in a recent conversation 
with Mr. Liu, the Counselor of the Chinese Embassy here, I had urged 
the importance to China of retaining such undeveloped areas as Sin- 
kiang, Mongolia, and Manchuria for the reason that as the standard 
of living of the Chinese people rose these areas would have to be 
counted on to produce foodstuffs and other necessities which a higher 
standard of living required. The Ambassador said that that was a 
point which had not failed to receive considerable attention on the 
part of the Chinese Government. The position in Sinkiang had of 
late been considerably improved by the recent adherence to the Central 
Government of the Sinkiang war lord *7 (whose name I did not catch). 
He said that this General had recently completely changed his colors 
and was strongly opposed to the further incursion into his area of 
Soviet influence. It appears that he had recently imprisoned several 
hundred Chinese who had been collaborating with the Soviet Union. 
Although the hold of the Russians in Outer Mongolia was very strong, 
the Chinese Government had not yet abandoned hope of re-extending 
its influence over that area. Returning to the problem of Sinkiang, 
the Chinese Ambassador said that he had recently remarked to Mr. 
Vincent, Counselor of the American Embassy at Chungking, that the 
Chinese Government would have no objections whatever to the estab- 
lishment of an American Consulate at Urumchi. He said that he did 
not know whether Mr. Vincent had acted on this suggestion, but hoped 
that when I returned to Washington I would inform the Department 
of the eagerness of the Chinese Government to see the American 
Government maintain representatives in the capital of Sinkiang 
Province. | | | 7 | 

In connection with the question of Chinese interests in western 
China, the Ambassador made further statements of an extremely 
confidential nature which he desired that I bring to the attention of 
the Secretary and of Mr. Hornbeck. 

“Gen. Sheng Shih-tsai.
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893.48/4024 | 

The Chargé in China (Vincent) to the Secretary of State 

No. 1035 Cuunexine, March 30, 1943. 
— | [Received April 21.] 

Sir: I have the honor to refer to the Embassy’s despatch no. 988, 
February 15, 1943, concerning famine conditions in Honan, and to 
enclose herewith copy of China Information Daily Bulletin (Minis- 
try of Information release) of March 17, 19438, noting the amounts 
which are to be spent for relief in Honan. | 

The Bulletin states that over CNC $200,000,000 (U.S. $10,000,000) 
has been “set aside” and that some CNC $87,000,000 (U. S. $4,400,000) 
has actually been “appropriated” or “advanced” to the famine suf- 
ferers. Practically all of the funds involved are for various forms of 
indirect relief—road building, land reclamation, irrigation projects, 
and for re-colonization plans; CNC $400,000,000, or almost half of the 
total thus far remitted, is intended for farm loans for the purchase of 
rice at government controlled prices. 

There is no mention of any movement whatsoever of actual food or 
relief commodities into the region, and it is not specified whether there 
really is a supply of the rice which is to be obtained at the fixed prices. 
In view of the distance of Honan (the northern portion of which, 
above the Yellow River, is largely occupied by the Japanese) and of 
the lateness of the season, it is doubted that the present large trans- 
fers of credits, together with their attendant schemes of distribution, 
will do a great deal to alleviate the sufferings of the thousands who 
have been starving in that area. However it is indicated that the 
National Government is interested in displaying a continued concern 
for their plight. 

Respectfully yours, JOHN CARTER VINCENT 

893.00/15003 —— a a 

The Chargé in China (Vincent) to the Secretary of State 

No. 1063 Cuunexine, April 8, 1943. 
| | [Received May 6.] 

Sir: Ihave the honor to enclose for the Department’s information 
a copy of a despatch ** concerning the influence of Ko Lao Hui in 
Szechuan prepared by Mr. Drumright, Secretary of Embassy on detail 
at Chengtu. os 

* Not printed.



222 FOREIGN RELATIONS, 19438, CHINA 

The despatch indicates that the Ko Lao Hui, which might be trans- 
lated as “Elder Brothers’ Society,” remains an extremely powerful and 
influential secret society in Szechuan. It is reported to have some con- 
nection with Hung Pang and the Ch’ing Pang which are most 
active in central and eastern China. The Ko Lao Hui is said by 
Chinese to have a large membership in Szechuan with approximately 
one-half of the population of Chengtu associated in some capacity 
with the Society. Control is exercised not by a central organ but by 
the leaders in each local unit. It is a general axiom that no activity 
in any area can be undertaken by government organs without the 
approval of the local unit of the Society and its elders, known in | 
Chinese as “Ta Yeh”. It is significant that the Society is viewed by 
some Chinese as a bulwark against Communism and that the Kuomin- 
tang has endeavored with some success to utilize the Society for its 
purposes although it has not attempted to absorb or wholly control the 
Ko Lao Hui. The Embassy has been informed that the Szechuan 
military leaders are active members of this Society and that Chinese 
secret service organs, especially that of the notorious Tai Li, are 
honeycombed with Ko Lao Hui members. Mr. Drumright concludes 
with the suggestion that an evaluation of the Chinese scene should not 
overlook the influence and power of Chinese secret societies over the 
life of the nation. 

Respectfully yours, JOHN CarTeR VINCENT 

§93.00/14983 : Telegram 

The Chargé in China (Vincent) to the Secretary of State 

Cuunexine, April 13, 1948—5 p. m. 
[Received 8:10 p. m.] 

354 [634]. Department’s 400, March 25, 4 p.m. Minister of Eco- 
nomic Affairs *° has informed CP [me?] that the major Soviet in- 
terest in Sinkiang is the oil refinery west of Tihwa. It is not properly 
described as a “concession”. It is a company with Sinkiang Chinese 
at the head and with Russian technical advisers. However, Russians 
own the refining machinery and to all intents and purposes control 
the company. Chinese Government is negotiating with the Soviet 
authorities for agreement to operate refinery cooperatively. Soviets 
also have interests in an agricultural development organization which 
Dr. Wong tells me strangely enough maintains an airplane. The 
Soviets operate an airline from Alma Ata to Hami in which it is un- 

Wong Wen-hao.
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derstood the Sinkiang authorities have nominal half interest. Soviet 
trucks cross Sinkiang transporting materials to China and returning 
with strategic materials to Alma Ata. Dr. Wong has unconfirmed 
report that Russians have recently become interested in the exploita- 
tion of wolfram deposits in that portion of Ili lying in Sinkiang. 
Dr. Wong appeared hopeful that the Chinese Government would be 
able to work out with Soviet authorities arrangements for economic 
development in Sinkiang on an amicably cooperative basis which 
gave due respect to Chinese sovereignty. 

Clubb in Tihwa has been requested to prepare an airmail report 
in response to Department’s reference telegram. With regard to 
Sinkiang oil refinery, Department may wish to refer to Embassy’s 
despatch number 668, October 8, 1942." 

VINCENT 

893.00/15004 

The Chargé in China (Vincent) to the Secretary of State 

No. 1076 Cuunexine, April 14, 1943. 
[Received May 6.] 

Sir: I have the honor to enclose a copy of a report * on Sinkiang 
province contained in the China Information Committee’s Daily 
Bulletin no. 618. The Embassy has at present no means of checking 
on the accuracy of the statements made by Mr. Liang Han-chao but 
has forwarded a copy of the report to Mr. Clubb, Consul at Tihwa, 
for comment. 

With regard to the final paragraph of the report in which Mr. 
Liang states that there remained in Sinkiang about 300 Russians of 
the Soviet Union who served as instructors in the Chinese army, ad- 
visors in animal husbandry and in other agricultural and economic 
enterprises, an informed official of the Chinese Government told me 
some days ago that Mr. Liang’s statement could not be taken as indi- 
cation that the 3,000 or more Soviet soldiers, nominally under the 
command of General Sheng Shih-tsai, had been withdrawn from the 
province. Those troops are concentrated largely at Hami, and the 
Chinese Government has no recent information which would indicate 
that they have been withdrawn. 

Respectfully yours, JOHN CARTER VINCENT 

* Not printed.



224 FOREIGN RELATIONS, 1943, CHINA 

893.00/15006 | | 

‘The Chargé in China (Vineent) to the Secretary of State 

No. 1079 _ CrHounexine, April 14, 1943. 
, [Received May 6. | 

Sir: I have the honor to enclose a copy of despatch no. 66 of April 
9, 1948, from the American Consul at Kunming. While there is 
some doubt in official circles in Chungking whether General Lung 
Yun will be replaced as Chairman of the Yunnan Provincial Govern- 
ment, there is no questioning the fact that National Government in- 
fluence, in political as well as military affairs, is now controlling in 
Yunnan. The actual power in the province has passed into the hands 
of General Ch’en Ch’eng, supreme military commander in the area 
and long-time close associate of Generalissimo Chiang. From the 
standpoint of unity in China and prosecution of the war this is a 
favorable development. The transition has been gradual and peace- 
ful and the rumored resignation of Lung Yun, if it becomes effective, 
will cause no serious trouble. I am informed that the National Gov- 
ernment does not intend to interfere in local administrative matters 
except in so far as immediate political and military needs require. 

Respectfully yours, JOHN Carter VINCENT 

893.48 /4042 

Lhe Chargé in China (Vincent) to the Secretary of State 

No. 1110 Cuunexine, April 23, 1948. 
[Received May 19. | 

sir: I have the honor to refer to the Embassy’s despatch no. 1082 of 
April 15, 1943 ** concerning the Honan famine and especially to the 
statement therein that it was believed that some belated action would 
be occasioned by the submission to the Generalissimo of the personal 
report of T. H. White * and Harrison Forman ™ and by the other- 
wise increasing publicity being given to the conditions in that prov- 
ince. There are now appearing in the press, almost daily, notices of 
many campaigns to raise funds for the famine sufferers. There have 
also begun to appear statements as to the actual arrival in Honan of 
certain quantities of food-stutfs, although the quantities are as yet 
inconsiderable. 

* Not printed. 
“* Time correspondent in China. 
* An American correspondent for British newspapers.
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The following from recent Central News despatches, indicate the 
extent of the relief measures which are being carried out: 

On April 10th it was reported from Chungking that around 555,000 
sacks of wheat had been sent to the famine affected regions from 
Shensi province, “under the instructions of the Central Government”. 
From two military districts in Shensi the army authorities had re- 
leased from their granaries 110,000 sacks of wheat. It was stated that 
for several days the Lunghai Railway suspended ordinary traffic and 
devoted the line exclusively to the shipment of food supplies to Honan. 
It was claimed that the area to the west of Loyang is now adequately 
cared for but that emergency conditions still exist east of that point 
and also, that the situation in the east was now being aggravated by 
an influx of refugees from Shantung and Hopei to the north. 

On April 15th it was reported from Loyang that numerous military 
organizations were contributing grain, and that the western section 
of the Lunghai Railway was choked with foodstuffs destined for 
Honan. It was estimated that 21,000 sacks of rice and miscellaneous 
cereals were being rushed to the famine region. 

On April 18th it was reported from Sian that the Shensi Provin- 
cial Government was sending large quantities of foodstuffs, “in com- 
pliance with the Generalissimo Chiang Kai-shek’s order”. It was 
stated that the first batch of more than 1,600 tons of foodstuffs was 
being transported by the Lunghai Railway. | 

On April 19th it was reported from Loyang that the relief organi- 
zation was well developed and that it was expected that by the end 
of April each sufferer will have been given C. N. $10.00 (U.S. $0.50) 
in cash and 15 catties of corn and 12 catties of wheat. | 

Respectfully yours, JOHN CARTER VINCENT 

893.408/1 

Memorandum by Mr. Troy L. Perkins of the Division of Far Eastern 
A ffairs | 

[Wxtracts] 

[Wasurnaton,] April 24, 19438. 

Reference Chungking’s strictly confidential despatch no. 1001, 
March 17, 1948. | 

Comment: It is believed that the future activities of the San Min 
Chu I Youth Corps will deserve fairly close attention. While there 
are numerous morale and propaganda agencies in China (New Life 
Movement, National Spiritual Mobilization Movement, etc.), the dy- 
namic character of the Youth Corps contrasts strongly with the mori- 
bund condition of nearly all the others. This movement receives the 
serious attention of some of the most influential Chinese officials and 
it appears to be growing rapidly in strength.
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While many of the above affirmations doubtless spring from an 
understandable Chinese desire to further social consciousness, pride 
in China’s past, economic independence and scientific progress, it is 
believed that the highly nationalistic and mechanistic ideology of the 
German “state philosophy” can be detected in them. 

As the Embassy has frequently indicated, the San Min Chu I Youth 
Corps is a “seed-bed” for future Kuomintang leadership. Its present 
vitality indicates that it may be able to provide badly-needed new 
life blood (youth) for the Party. However, its leadership and sup- 
port would appear to assure that its activities will have a reactionary 
character. Kang Tze, active leader of the Corps, is known to be 
strongly influenced by German models. Chu Chia-hua (German re- 
turned student and Vice President of the Examination Yuan), Chen 
Li-fu (Minister of Education), Ku Cheng-kang (Minister of Social 
Affairs) and Chang Tao-fan (Minister of Information) are all reac- 
tionary and are all influential in the direction of the Youth Corps. 
Several of the leading military figures, including Generalissimo 
Chiang, are vigorous supporters of the Corps. The apparent reluc- 
tance of the better student type to join the Corps is understandable 
but it also has its disturbing aspect, as this situation would indicate 
eventual control of the movement (and later of the Party) by half- 
educated rowdies and place-seekers, to the submersion of the human- 
istic element which has been the strongest force in Chinese civilization 
at its best. 

893.408/2 

The Chargé in China (Vincent) to the Secretary of State 

No. 1118 Cuunexkine, April 28, 1943. 
[Received May 24.] 

Sir: Referring to my despatch No. 1001 of March 17, 1943, concern- 
ing the San Min Chu I Youth Corps, I have the honor to report that 
this organization has just completed its first National Conference at 
Chungking. Delegates to the Conference represented various prov- 
inces of Free China and the occupied areas, the United States, Malaya, 
Burma, Formosa and Indochina. Of the approximately 350 dele- 
gates to the Conference less than 30 per cent were estimated by an 
observer to be students. At a joint meeting of the Central Executive 
and Central Supervisory Boards (the latter composed of the heads of 
universities and middle schools) held after the close of the Conference, 
Generalissimo Chiang Kai-shek, who is Director-General of the 
Corps, announced that the members of the Central Executive Com- 
mittee and the Central Supervisory Committee of the Kuomintang
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and the Presidents and Vice-Presidents of the Executive, Legislative, 
Judicial, Control and Examination Yuans would [be] ex-officio Di- 
rectors of the Corps. The resolutions passed by the Conference were, 
as summarized by the press, principles for the unified training of the 
youth, principles for a ten-year plan for the development of the Corps, 
mobilization of the youth for building a new China, establishment of 
an organ to administer youth work and promotion of youth welfare. 

The Generalissimo in speeches before the Conference outlined the 
tasks of Chinese youth as extension of rural education and cultural 
work throughout the entire country, the cultivation of students’ in- 
terests in industry and labor, the promotion of scientific and technical 
movements and the carrying out of the tenets of the New Life Move- 
ment. He stated that the Corps must restore and develop the inher- 
ent virtues of the nation and reform the old society in order to realize 
the San Min Chu I and build a modern nation in China. He further 
laid down five basic principles as a guide for their activities: Youth 
must respect their elders and superiors; youth must perform manual 
labor; youth must respect farmers and laborers; youth must uphold 
equality of sex; and youth must cbey government orders. He called 
upon the members of the Youth Corps to lead the youth of China in 
adopting these principles: that labor is the first essential of life; that 
science 1s the first essential of knowledge; that national reconstruction 
is work of the first importance; that industry should take precedence 
over all fields of endeavor; that principle is the foundation of faith; 
and the national defense is the first essential of nation-building. The 
Generalissimo stressed that the organization and training of the Corps 
must be coordinated with the educational system and planning and 
added that the policy of education in the future must be based on the 
principles outlined in his book, China’s Destiny, that is, to lay 
emphasis on psychological, ethical, social and economic reconstruc- 
tion. He added that the training of personnel for carrying out the 
ten-year plan of economic reconstruction, as described in China’s 
Destiny, is urgently needed and that, therefore, the present educa- 
tional system must emphasize vocational and technical training in 
middle schools, in which the Youth Corps will play an important part. 

The Generalissimo’s emphasis upon organization, training and 
discipline of Chinese youth was repeated by General Pai Chung-hsi, 
Deputy Chief of Staff, who in an address to the Corps called upon __ 
the educated youth of the country to enter into active military service 
in order to improve the quality of the Chinese army, develop a strong 
national defense and consummate the objectives of the revolution un- 
der the standard of the San Min Chu I. | | 

The Generalissimo pointed to the youth of China as the hope of 
the country upon whom its destiny depends and asserted that any
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youth who wished to take part in the reconstruction of a modern China 
should join the Youth Corps. He repeated the statement made in his 
book that “the San Min Chu I is the soul of the nation, the Kuomin- 
tang is the main artery of the nation and the San Min Chu I Youth 
Corps is the new blood in this main artery” and added that those who 
have not joined the Corps have not yet fulfilled their duty. 

[Here follows report of other details concerning the Youth Corps. ] 
Units of the organization are reported as being very active in Japa- 

nese-occupied areas. The Kuomintang may be expected to expand 
the San Min Chu I Youth Corps among overseas Chinese just as it 
endeavors to increase its own influence among Chinese abroad. The 
Embassy has recently issued a visa for entry into the United States to 
a Mr. Chiang I-chen, adviser to the San Min Chu I Youth Corps, 
who is proceeding to the United States on behalf of the Chinese 
Government for the study of youth movements in wartime. It is 
possible that Mr. Chiang will interest himself more in the San Min 
Chu I Youth Corps units which are known to exist in the United 
States than in the study of American youth movements which bear 
little similarity to the Chinese organization. - 

Respectfully yours, | JOHN CarTER VINCENT 

898.00/15019 | 

The Chargé in China (Vincent) to the Secretary of State 

No. 1132 CHUNGKING, May 38, 1943. 
[Received May 25.] 

Sir: Referring to my telegram no. 618 of April 29, 10 a. m.,° con- 
cerning conditions in the Peiping area, I have the honor to enclose 
for the Department’s information a copy of a memorandum ™ describ- 
ing conditions in that area and the reaction of Chinese youth coming 
from that area to the treatment accorded them by the Central Gov- 
ernment authorities. | 

The information contained in the memorandum was obtained from 
a Chinese graduate of Catholic University at Peiping who in company 
with other students left Peiping on January 20. He states that prac- 
tically all Chinese organizations at Peiping are secretly honeycombed 
with Chungking and Communist adherents, the latter being particu- 
larly strong in the Hsin Min Hui. Many of the students in the four 
universities now functioning at Peiping are members either of the San 
Min Chu I Youth Corps or of the Chan Kan Tuan. The students act 
as espionage agents for the Chungking Government or the Communists 

* Not printed. a : | ee
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with respect to Japanese military, economic, governmental and polit- 
ical activities and some of them engage in terroristic activities. 

The group with which the informant traveled proceeded from 
Peiping by a new route, now being used by travelers from that 
area, Which lies along the Ping-Han Railway to Hsinhsiang, Honan, 
thence by the Taoching Railway to Huaiching from which point they 
proceeded overland to Wangchao. At that place contact was made with 
Nanking puppet troops who provided them with passes for entry 
into Free China and who appeared to maintain close liaison with the 
Chungking authorities. From Wangchao they proceeded south across 
the Yellow River and then to Loyang. : 
The informant and his party had left Peiping with the assistance 

of the Chan Kan Tuan which had invited them to go to Sian for a 
six months military training course upon completion of which they 

_ would be eligible to become officers in the Chinese army. Representa- 
tives of this organization, the head of which is said to be General Hu 
Tsung-nan, met them at Sian and questioned them closely, apparently 
being extremely suspicious of their possible connections with the 
Communists. The quarters given them there consisted of damp dirty 
rooms with mud floors and without beds or bedclothing and they could 
obtain no indication of what type of work they would train for other 
than a vague statement that they might become active in the occupied 
areas after some training. This discrepancy between what had been 
promised them at Peiping and actual conditions at Sian led them to 
leave Sian and proceed to Chengtu and Chungking. Similar treat- 
ment of some of the group had occurred in the case of those who 
applied for positions as interpreters with the Chinese troops in India. 
Aiter taking the required examinations, they were told that they were 
not to go to India but to the Yunnan—Burma border for work with 
transport organs of the army. The result was a feeling that the 
Chungking authorities had not been honest and fair in their treatment 
of students who were attracted here by promises which had not been 
fulfilled. : , oo 

These young Chinese are perhaps representative of many others 
from well-to-do families who have come to Free China imbued with 

_ a desire to contribute something to the war effort against Japan and 
who now find themselves without money or means of support save 
for the near-starvation salaries they receive at government offices, 
Some of them are returning to their homes in occupied areas, feeling 
that life with their families under Japanese rule is preferable to a 
bare subsistence-level existence in Free China. The informant made 
his remarks about the treatment accorded him with obvious reluc- 
tance and an air of bewilderment that the Chungking Government 
could be so indifferent to Chinese youth it had persuaded to come to
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Free China. He displayed only a certain grudging admiration for 
the Communists, praising them for their activities in North China, 
their treatment of the Chinese people and their endurance of hard- 
ships but maintained that their political beliefs were not suitable 
for China. 

While it is realized that Chinese students have largely remained 
outside actual war activities, particularly in Free China, students in the 
occupied areas who have been far removed from Chungking author- 
ity, who consequently have perhaps been less aware of the workings 
and trends of the Kuomintang and of the Central Government and 
who have listened to radio propaganda emanating from Chungking 
have in many instances given active and concrete support to Chung- 
king activities in the occupied areas. ‘These are the persons who would 
form a base of support for the present Chinese Government after the 
war in its effort to reestablish its authority in the areas from which 
the Japanese had withdrawn. The situation arising from the above- 
described treatment of students is one which is therefore likely to 
have an unfavorable effect on the influence of the Chungking Gov- 
ernment in those areas which are particularly important in view of 

| the Communist position there and the latter’s appeal to Chinese youth. 
Respectfully yours, JOHN CARTER VINCENT 

8938.00/15007 : Telegram 

The Chargé in China (Vincent) to the Secretary of State 

Cuuneoxina, May 6, 1948—10 a. m. 
[Received 10: 37 a. m.] 

654. Chou En-lai, representative at Chungking of the Chinese 
Communist Party, called and ensuing conversation developed the 

following: 
Negotiations carried on intermittently for the past half year for 

settlement between the Kuomintang and the Communists are at a 
standstill. Lin Piao, Communist General who came to Chungking 
at the Generalissimo’s invitation in November, is still here awaiting 
some kind of settlement which it does not appear will be forthcoming 
(it is not improbable that Lin Piao may be remaining involuntarily). 
Chou states that Communists have agreed in principle to reduction 
of their forces and to their concentration in areas north of the Yellow 

River but have pointed out, with regard to the latter point, the prac- 
tical impossibility of transferring troops from isolated areas through 

Jap held territory, and the ill effects of withdrawing their troops 
from areas which Kuomintang forces are not prepared to occupy.
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General Ho Ying-chin has informed Chou that, since the National 
Government made these two requirements some years ago, circum- 
stances have changed and that the situation must be reconsidered. 
Communists continue to put forward their four points involving Com- 
munist cooperation in struggle to realize principles of San Min Chu I; 
National Government recognition of right of Communists to partici- 
pate in the war and in the Government and legalization of local gov- 
ernment’s setup in Communist areas; support of Communist armies 
to enable them actively to fight Japan; and free cooperation now and 
after the war among all parties under a National Government dedi- 
cated to democracy and reconstruction. Kuomintang officials here 
insist that undefined general principles must be agreed upon before 
these Communist desiderata can be considered. This is how the mat- 
ter now stands and, I think, will continue to stand for some time to 
come. I do not consider, and Chou concurs in this view, that there 
is any imminent likelihood of an outbreak of civil war; but the de- 
termination of Kuomintang leadership, probably stronger now than a 
year ago, to liquidate the Communists continues to be a sure barrier 
to cooperation. The very objective of the negotiations, from the 
standpoint of the Kuomintang, is the elimination of the Communists 
as a force in China and if this elimination cannot be accomplished 
through negotiations an attempt will be made when what may be con- 

sidered a propitious moment arrives to effect it by force. 
Chou does not anticipate any radical alteration in the situation be- 

tween Soviet Union and Japan although he feels that the Russians 
may attack the Japs when they are freed from the German threat. He 
is anxious that American military and competent civilian observers 
proceed to guerrilla areas in the north to make studies of the area 
with a view to preparation for eventual air and land action against 
the Japs. He envisages such action as coordinated with eventual 
Russo-Jap hostilities and expresses hope that the Chinese might be 
able to move through North China into southern Manchuria. He also 
speaks of the need of Chinese preparations to advance in the Yangtze 
Valley (against Ichang and Hankow) and further south to take ad- 
vantage of a hard pressed Japan when an anticipated all out Ameri- 
can naval offensive commences. He believes that the Chinese have 
and can produce, with internal natural and industrial resources, suf- 

- ficient supplies to carry out limited offensives with little aid, other 

than aerial, from outside. He deplores present virtual military in- 
activity in China and speaks regretfully and reproachfully of the 
lack of offensive spirit shown by the Kuomintang leaders. 

VINCENT
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740.0011 Pacific War/3233 : Telegram 

The Chargé in China (Vincent) to the Secretary of State 

| Cuunaxine, May 6, 1943—4 p. m. 

| } [Received May 6—12: 30 p. m.] 

660. Clubb reports from Tihwa that one division of Chinese 
National troops is reported to have begun entry into Sinkiang in 
compliance with request from General Sheng Shih-tsai, Chairman 
of the Provincial Government. Troops are moving by truck and the 
first contingent crossed the border on April 16 en route to Tihwa 
and Clubb saw one contingent arrive in Tihwa April 21. He reports 
his understanding that Soviet Union still maintains at Hami a well- 
equipped task force of one regiment (probably 1500 men) and states 
that he is not informed whether there are other Russian units in the 
province. 

. VINCENT 

893.00/15009 : Telegram 

The Chargé in China (Vincent) to the Secretary of State 

CHUNGKING, May 8, 1943—10 a. m. 
[Received 11:13 a. m.] 

667. Embassy has learned from reliable sources of existence in 
Kansu, Kweichow and Ninghsia of unrelated revolts against Central 
Government authority. | 

Kansu disturbances are most widespread affecting several hsien 
south of Lanchow where peasants have turned bandit and have at 
times cut two main roads south from Lanchow. Revolt arose in protest 
against conscription and collection of land tax in kind and Ma 
Pu-fang, Governor of Chinghai, is rumored to have taken opportunity 
to spread disaffection. Kansu Chairman Ku is said to be particularly 
unpopular with peasantry while General Chu Shao-hang is reported 
to have allowed movement to spread in order to embarrass Ku. Cen- 
tral Government has dispatched troops and planes to quell bandits 
who are reported to number between 20 to 50,000 and whose number 
has been swelled by disaffection of local Pao An Tu1i.** 

_ Disturbance in eastern Kweichow is said to have arisen from tax 
collection by Central Government authorities and to have been in- 
spired by puppet agents. This is recurrence of similar revolt last 

autumn. | 

_ Ninghsia disturbances are reported to have been instigated by Japs 
using Mongols to arouse people against Central Government authority. 

** Militia.
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Although these revolts are unrelated, they may be taken as sign 

of further possible efforts of Japs and puppets to undermine Chung- 

king and also, taken in conjunction with inefficiency and corruption 
of Central Government officials in Honan famine disaster, point to 
possibility of increasing lack of confidence in Chungking Government. 

VINCENT 

893.00/15026 

The Chargé in China (Vincent) to the Secretary of State 

No. 1178 CHuUNGEING, May 12, 1943. 
[Received June 2. | 

Sir: I have the honor to enclose a copy of an informal report made 
to me on the eve of my departure from Chungking by Mr. Everett 
Drumright, Second Secretary of Embassy temporarily stationed at 
Chengtu, Szechuan. I find Mr. Drumright’s comments interesting and 
in general sound. I am not disposed to be as pessimistic about the 
outlook in China as he is but if one grants the point that the war 
may continue for another three years there is no doubt but that a 

very serious situation will develop in China. 
I may take the opportunity of my early return to Washington to 

comment further upon the potential situation described in the 

enclosure. | 

Respectfully yours, JOHN CARTER VINCENT 

[Enclosure] 

The Second Secretary of Embassy in China (Drumright) to the 
| Chargé in China (Vincent) 

| [Extract] , 

Cuxeneru, May 5, 1943.% 

General situation. Within the past few months and especially 
during the past two months there has been a serious deterioration in 
the general situation. As you know there have been uprisings in 
Kweichow which appear at least in part to be directed against the 
National Government. In Kansu banditry is rampant and apparently 
spreading. In Honan there is one of the worst famines that China has 
experienced within the past fifty years. In Szechuan, the hub of 
Chinese resistance, there is great uneasiness and tension and there have 
been small uprisings and an increase in banditry. Down at the front 
there is very little activity; malnutrition is apparently prevalent
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among the troops, sickness is increasing, and the spirit of the troops is 
said to be flagging. Guerrilla activity is but a name. In the occupied 
areas the Japanese with a few hundred troops are able to sit behind 
their elaborate fortifications and contain thousands if not hundreds 
of thousands of idle Chinese troops. 

Inflation is one of the chief cankers eating at the heart of the Chinese 
will to goon. It is probably true that the merchant, agricultural and 
laboring classes are not irretrievably affected by this force, but in- 
flation seems to be destroying the morality of the country, sapping 

y the spirit of the people. The lack of a clear-cut economic policy in 
| Chungking has added to the ills." Half-hearted attempts to control 

prices and to enforce the rationing system have threatened to upset 
the economic equilibrium of the country, stimulate black markets, 
interfere with production, and bring about higher rather than lower 
prices. And then, of course, there is the fiscal problem which must 
be very serious and growing even more so, with the issuance of addi- 
tional bank notes as the only means of filling the breach. 

It goes without saying that the Chinese are heartily sick of the war, 
that they want it to be over as soon as possible. It seems very obvious 
that they are disillusioned by what has happened since Pearl Harbor. 
They thought that would mean quick defeat for Japan whereas in 
fact their lot has been made more difficult in some respects. Surveying 
their own internal problems which are legion and growing ever more 
complex and serious, they are beginning to wonder whether they will 
be able to hold together until Japan is defeated. They are driven 
to despair when they admit to themselves that the war against Japan 
must go on for another three or four years—a period that seems an 
age to a people who have already endured the vicissitudes of war for 
S1x years, a people who have exchanged manpower and space for time. 
But the sands seem to be running out and unless there is a stimulus 
injected from some direction the will to fight on may collapse in the 
ruin of the political and economic machine that has enabled China 
to fight on thus far. 

The Chinese, in desperate straits as they are, are not encouraged 
by the thought that an Allied victory in Europe is a common victory 
in which they share. And they are most certainly not encouraged by 
the slowness with which they feel that the European campaign is 
proceeding. They of course want more action against Japan and they 
want it soon. They may want it in order to take Japanese pressure off 
their backs (which is in fact more pressing from an economic and 
financial position than from a military point of view), but I believe 
that they want decisive action against Japan in the near future 
because they feel inwardly that they cannot go on supporting the war 
in even its present relatively quiet atmosphere very much longer.
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The Chinese are not only driven to pessimism and despair by the 

policy of despatching Hitler first, but also because of the seeming 

Jack of concrete assistance given to China at this time. Speeches such 

as that made not long ago by Prime Minister Churchill do incal- 

culable harm; they tend to shatter the spirit and morale of the Chinese 

people and such utterances, worse still, tend to cause the Chinese 

people to have less confidence in their leaders. 

I believe that the Chinese people still have faith in the United 

States, in the utterances of President Roosevelt. They believe even 

yet that the United States will come to their rescue. But it is a 

matter for speculation as to how long they will continue to feel that 

way. As you know, the Chinese people as a whole—those who are | 

articulate—have no confidence and faith in the policies and attitudes 

of Great Britain and Churchill; they feel that Britain fears the 

rise of a strong China, wants China to remain in a semi-colonial 

status; they believe that Britain will continue its colonial policy after 

the war. That feeling on the part of the Chinese people is, if anything, 

fostered by most Chinese leaders not excepting the Generalissimo 

himself. There is also an abiding distrust of the Soviet Union preva- 

lent in official and private circles, a distrust abetted by the thorny 

problem of the Chinese communists now astride of North China and 

possibly in a position to join hands with the Soviet Union by way 

of Manchuria if and when Japan collapses. It is an open secret 

that all this activity looking to the development of the northwest 

is not based on sound economic policy. The chances are about nine 

to one that the northwest will not sustain much economic development 

for the resources to justify large-scale developments do not appear 

to exist. The real reason for all the activity centered around the 

economic development of the northwest is political. The Generalis- 

simo, looking to the future, apparently feels that it is necessary to 

build a barrier in the northwest to stop possible Soviet incursions. He 

may need such a barrier before he can undertake the work of clearing 

the Chinese communists from northeast China if that becomes 

necessary. 
Getting back to the United States and its policy toward China, it i 

seems to me that we should make a special effort to rejuvenate Chinese 

morale. The quickest way to do that is to increase our air power out 

here—if that is possible—and to hit the Japanese hard from the air. 

Another way to stimulate Chinese morale would be to recover Burma, 

but that has rather more long-range implications. We need to do 

something now. We should also, I believe, encourage the Chinese 

oo in every way possible to feel that we are coming to their rescue as 

332545—57——16 Be
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soon as we can, that we are exerting every effort to crush Japan as 
soon as possible. As I said above, the best way to demonstrate our 
good faith is to do it right here in China. The Chinese are glad to 
see us win victories in the Pacific and off Australia, but they are now 
tired and not so rational as they might be. They want something 
done here. If we could come in with powerful air support and create 
havoc among the Japanese and their installations, it would, I 
believe, revive the drooping morale of the Chinese. But even more 
important it would, I believe, revive their confidence in their leaders 
and probably put an end to the threatened defections of the sectional 
warlords and politicians who, believing that the opportunity is ripe, 
are apparently beginning to stir up and incite the people. This is a 
trend that will have to be stopped if we wish China to continue or- 
ganized resistance to Japan, and we can play a large part in sup- 
pressing the secret ambitions of the warlords who place personal 
aggrandizement and gain above everything and who would bring 
back the reign of anarchy that existed after the downfall of the 
Manchu Dynasty. I realize that what I have said above is couched 
in a very pessimistic vein, but I feel very strongly that it reflects the 
present trend of events in this country. I do not wish to go on record 
as predicting that the Chiang Kai-shek regime will collapse to- 
morrow ; it will probably be able to carry on for some time yet barring 
a widespread famine. But I do feel that the seeds of disintegration 
have been planted, that we should recognize that fact and the serious 
implications it holds for the United States and the other United 
Nations and that we should do all within our power—as we may be 
doing for all I know—to encourage and support the Chinese people 
and the Chiang Kai-shek government. 

[ Here follows report on unrest in Szechuan and Sikang and opposi- 
tion of provincial military leaders to growth of authority of the 
National Government. | 

Cordially yours, Everett F, Drumricutr 

893.105/94 

Lhe Chargé in China (Atcheson) to the Secretary of State 

No. 1194 Cuunexine, May 18, 1943. 
[Received June 2.] 

Sir: Referring to the Embassy’s despatch No. 1184 of May 14, 
1943, in regard to the dispute between the Chengtu police and the 
troops of the Ching Pei Ssu Ling Pu, there is enclosed a copy of a 

° Not printed.
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further letter from the Second Secretary on detail at Chengtu,” 

reporting increased friction between the two organizations. 

Mr. Drumright reports that the incident described in the despatch 

under reference was followed by a clash resulting in the death of four 

police and the wounding of seven others. On May 1 there occurred 

another incident involving the police and the troops when the latter 

were prevented by the police from forcing their way into a private 

establishment on the grounds of the West China Union University 

campus. It is stated in the letter that tension prevails throughout 

the city as a result of the situation. 

Mr. Drumright states that so far as he knows no action has been 

taken to remove or to discipline General Yen Hsiao-hu, the Com- 

mander of the Ching Pei Ssu Ling Pu and a member of the Szechuan 

military clique, but that some such move is necessary if the National 

Government is to retain any vestige of its prestige in that area. 

There would appear to be increasing opposition on the part of the 

Szechuan military clique to the authority of the Central Government, 

and the recent visit of Dr. H. H. Kung at Chengtu and his reported 

call on Generals Pan Wen-hua and Liu Wen-hui, Governor of and _ 

Pacification Commissioner for Sikang, may be taken as an indication 

that the Central Government is fully aware of the implications in 

the situation and is taking action to relieve it. These two members 

of the Szechuan military group are reported by Mr. Drumright as 

being involved in this trouble at Chengtu and in the disturbances at 

Penghsien (see Embassy’s despatch No. 1104, April 26“). In another 

letter dealing with general conditions in China, Mr. Drumright re- 

ports a well-informed Chinese observer as saying that General Teng 

Hsi-hou, the most powerful of the Szechuan militarists, is, however, 

still loyal to the Generalissimo and will unquestionably support him 

if an outright break should come. 

In a personal letter to Mr. Vincent, Mr. Drumright says that with 

the absence of Provincial Governor Chang Chun in Chungking and 

with General Teng Hsi-hou, Pacification Commissioner for Szechuan, 

in a hospital for an appendectomy at the time of the clash between 

the police and the troops, the situation came very near to getting 

out of hand and that the tension continues notwithstanding that 

Governor Chang is in Chengtu and that Dr. H. H. Kung recently 

visited that place. General Liu Wen-hui, mentioned above as being 

4nvolved in the matter, arrived at Chengtu from Yaan at the beginning 

of May. | 

Respectfully yours, | Grorce ATCHESON, JR. 

* Not printed. -
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893.00/15031 

The Chargé in China (Atcheson) to the Secretary of State 

[Extracts] 

No. 1195 CHUNGKING, May 18, 19438. 
[Received June 12.] 

Sir: With reference to the Embassy’s telegram No. 705, May 15, 
10 a. m.,” concerning conditions in Honan Province, there is enclosed 
copy of a memorandum to the Embassy dated May 5, 1943,°? prepared 
by the Secretary on detail at Chengtu covering an interview with 
Dr. Robert McClure, a Canadian national who is a director of the 
Friends Ambulance Unit. Dr. McClure recently arrived in Chengtu 
from a trip that took him to Chengchow, Honan. 

Dr. McClure declared that the Communist forces are, if anything, 
less active than the forces of the National Government in opposing 
the Japanese in North China. Headded that there is a great exodus 
of Chinese students from North China, chiefly from the Peiping area, 
and that the majority is proceeding to the Chengtu and Chungking 
areas. | 

Respectfully yours, Grorce ATCHESON, JR. 

893.00/15033 

Lhe Chargé in China (Atcheson) to the Secretary of State 

No. 1201 CuuncKiIne, May 19, 1943. 
| [Received June 12.] 

Sir: Reference is made to the Embassy’s despatch No. 1185 of 
May 3, 1943,*¢ in regard to an attack by bandits on American citizens 
in Kansu, and to the Embassy’s telegram No. 667 of May 8, 10 a. m. 
reporting minor revolts against Central Government authorities in 
several provinces in Free China. 

There is enclosed a copy of a memorandum dated April 27 © pre- 
pared by the Secretary of Embassy at Chengtu, on the subject of 
the rise of banditry in Kansu Province. Mr. Drumright describes 

“Not printed. 
“The Second Secretary of Embassy on detail at Chengtu stated in his mem- 

orandum: “Dr. McClure says that units of the ‘Eighth Route Army’ are if 
anything less active than the forces of the National Government in opposing 
the Japanese in North China, and he remarks that the term ‘Highth Route Army’ 
is now anathema to the Chinese residents of Shansi Province who have come 
to hate them for their alleged ill treatment of the people. Dr. McClure states 
that the feeling of the people in the vicinity of Wenhsiang, Shansi, is particularly 
strong Bgainst the Chinese communists.” 

* Post, p. .
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the circumstances of the attack on the American missionaries men- 

tioned above and the impressions of one of those Americans with 

regard to the general question of banditry in Kansu. The missionary 

in question estimates that there were approximately 4,000 armed men 

in the band which attacked the two missionaries and he described 

them as being well equipped with rifles and horses and well organized. 

The band was composed of local inhabitants, partly Chinese and 

partly Moslem, and was said to be robbing both travelers and the 

local populace. The informant believes that the chief cause of this 

uprising was economic but states that one of their avowed aims was 

to massacre and expel Central Government officials who are going 

to Kansu in increasing numbers. This uprising began approximately 

two months ago and the bandits are now in considerable numbers 

in western and southern Kansu, one of the bandits boasting that 

they number 30,000. The American missionary expressed the belief 

that the bandits are acting in collusion with the Ko Lao Hui and 

other secret societies in Kansu. At the time of his departure from 

Lanchow in late April armed bandits were within five li of the city 

and road communications with southern Kansu were completely 

severed with only an occasional vehicle arriving over the road from 

Sian. 
Conflicting reports continue to be received by the Embassy con- 

cerning the situation in Kansu. Central Government officials state 

that the uprising has been subdued and that it arose chiefly through 

opposition of the peasants to the unfair procedure followed in carry- 

ing out conscription, the burden falling entirely on the peasantry 

and wealthier individuals being exempt. Those officials also express 

the opinion that the Communists have taken the opportunity to spread 

the revolt. American and other observers, however, feel that the 

disturbances arose both from conscription of peasants for labor serv- 

ice with the army and from the collection of tax in kind by the pro- 

vincial officials. ‘There seems to have been a particularly strong 

feeling against the Provincial Chairman, Ku Cheng-lun. According 

to the Embassy’s information, the movement has not subsided but 

on the contrary has probably spread and the Central Government has 

rushed troops into the region from the Sian area and has employed 

planes to disperse the bandits. One American newspaper corre- 

spondent who traveled over the road from Chengtu to Lanchow at 

the beginning of the outbreak stated that the bandits roamed in groups 

of from 500 to 2,000, that the ineffectiveness of planes in quelling 

the disturbances did not augur well for the Central Government’s 

hopes of successfully using such methods against the Communists 

after the war and that the bandits were difficult to apprehend because 

of the ease with which they were able to turn from bandit to peasant.
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All observers appear to agree in the opinion that this uprising has 
no direct relation to other disturbances in Free China and that there 
has been no evidence of Japanese or puppet machinations. 

While the various disturbances throughout Free China are not 
directly related, the picture taken as a whole is one of increasing un- 
rest, of dissatisfaction with the Central Government and, perhaps 
most important, a general weariness from the strain of six years of 
war. Many Chinese observers now speak of the growing tension and 
the increasingly serious economic and financial strain upon the coun- 
try asa whole. The friction between the Central Government author- 
ities and the Szechuan military leaders (see Embassy’s despatch No. 
1194 of May 18) has grave implications, for if the Central Govern- 
ment is unable to impose its authority in the province in which its 
capital is located, the situation in provinces more remote from the seat 
of the Government must be even less hopeful. Even should the Cen- 
tral Government easily quell the present local disturbances, the roots 
thereof will remain and unless the Government finds some solution 
of the problems confronting it other than through use of military 
force, it is not unlikely that there will be further instances of unrest 
which are certain to be used by the Japanese and puppets to advantage 
whenever possible. 

Respectfully yours, Grorce ATCHESON, JR. 

893.00/15020 : Telegram | Oo 

Lhe Chargé in China (Atcheson) to the Secretary of State 

CuunGKInG, May 24, 1943—5 p. m. 
[Received May 25—5: 25 p. m.] 

(71. The announcement of May 22 of the dissolution of the Comin- 
tern has been very well received by Chinese officials. However, with 
their highly developed interest in post-war problems they seem gen- 
erally to interpret it more in the terms of those problems as indicating 
Soviet willingness to cooperate in the postwar world than as a step 
forward which might have among other things practical application 
to certain of China’s present problems. Over the weekend I had 
opportunity to see socially a considerable number of important Chi- 
nese and I did not receive from their conversation any impression 
that consideration has been or will be given to realizing the Soviet 
action as a possible springboard for moves toward resolving the dis- 
sension between the Chinese Communists and the Kuomintang. On 
the contrary in the opinion of some observers it seems not unlikely 
that Kuomintang reactionaries will not consider that further repres-
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sive measures against the Chinese Communists may now, at least from 

the point of view of Sino-Soviet relations, be more safely applied. 

Repeated to Kuibyshev. 
ATCHESON 

893.00/15032 

The Chargé in China (Atcheson) to the Secretary of State” 

No. 1208 | - CHunenine, May 24, 1943. 

| [Received June 12.] 

Sir: There is transmitted herewith a copy of a memorandum ® 

submitted by the Secretary on detail at Chengtu reporting a conversa- 

tion of May 2, 1943, with Dr. C. W. Chang, Dean of the College of 

Agriculture and Forestry of the University of Nanking, in regard 

to general conditions in China. Prior to the conversation Dr. Chang 

had been in Chungking for a month during which time he talked 

with Generalissimo Chiang Kai-shek and many other prominent 

Chinese officials. 
Dr. Chang stated that the fiscal situation is the cause of great con- 

cern to the Central Government, for it can hope to raise no more than 

half of its budget of CN $36,000,000,000 through taxation. Opposi- 

tion to the efforts of the Government to increase present taxes and 

impose new ones, together with the possibility of an increase in taxes 

being used by dissident elements to stir up trouble among the people, 

forces the Government to proceed cautiously. 

With regard to the recent disturbances in Kweichow, Szechuan and 

Kansu (Embassy’s telegram No. 667, May 8, 10 a. m.), Dr. Chang ex- 

pressed belief that they were instigated by powerful elements opposed 

to the Chinese Government. He pointed out that the Chinese people 

are becoming war-weary and disillusioned because of deteriorating 

internal conditions, the apparent lack of assistance from abroad and 

the apparent American and British policy of crushing Germany first 

and Japan afterwards. With the morale and spirit of the Chinese 

people at a low ebb, local political groups, seeking personal gain and 

power, appear to be inciting the people to oppose the Central Govern- 

ment and to be causing local unrest. Dr. Chang expressed belief that 

the most important factor upon which depends the success of the 

Central Government in overcoming its present difficulties is this 

year’s harvest. Given unfavorable crops, the Central Government 

may find it impossible to maintain the unity and peace necessary to 

continue the war. . | 

*® Copy sent to Lauchlin Currie, Administrative Assistant to President 

Roosevelt. 
* Not printed.
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In the international field, Dr. Chang outlined the attitude of the 

Chinese toward the other major powers, asserting that the former con- 
sider the United States to be the only real friend China has among the 
world powers. Great Britain and Soviet Russia are viewed with 
suspicion and the Generalissimo’s plans for the development of the 
Northwest arise partly from suspicion of Soviet Russia and the de- 
sire to establish a bulwark against possible Soviet menace. 

The informant includes the Chinese Communist Party among the 
elements seeking to discredit and destroy the Kuomintang and the 
Central Government. He stated that they now control parts of 
Shansi, Shensi, Hopei, Shantung and Kiangsu and that their eventual 
aim after the defeat of Japan is to extend their control to Manchuria. 
He charged that the Communists are now cooperating with Wang 
Ching-wei in endeavoring to expel General Han Teh-chin and his 
Central Government troops from northern Kiangsu. He was of the 
opinion that the Communist system of land tenure will alienate the 
support of the local populace in North China and that with the lack 
of that support they cannot remain in control of that area. 

The Embassy concurs with the general thesis of the above- 
described conversation and feels that there is an increasing awareness 
among the Chinese of the strain of six years of war with its concomi- 
tant of rising prices, a steadily deteriorating economic and financial 
situation and a feeling that the China war theater has been completely 
subordinated to other war zones with respect to any appreciable mili- 
tary aid from the United Nations. The roots of the unrest in various 
parts of Free China are chiefly economic and it has not been difficult 
for dissident elements to take advantage of the opportunity to spread 
disaffection. ‘The instigators have thus been both those provincial 
elements which have long resented the encroachment of the Central 
Government and Japanese and puppet agents who are motivated by 
a desire to destroy the Chungking Government. The Chinese Com- 
munists are convinced that, in view of the anticipated efforts of the 
Kuomintang to seek the liquidation of the Communist Party and its 

, army through negotiations or by force at the first favorable oppor- 
tunity, their role vis-a-vis the Kuomintang can never be that of a legal 
minority party with participation in the Government (Embassy’s 
despatch No. 1179 of May 13°). It would be surprising, there- 
fore, if the Communist Party failed to utilize opportunities to 
undermine the Kuomintang, but it does not necessarily follow that 
the Chinese Communists would cooperate with puppet elements in 
order to overthrow the Central Government. The Communists would 
have nothing to gain from the cessation of organized resistance to 
Japan which would result from a capitulation by the Chungking Gov- 

* Not printed. |
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ernment, and the Communists are not sufficiently strong in numbers 
or in equipment to force the issue with the Central Government. 

Conflicting reports continue to reach the Embassy with regard to 
the attitude of the people in north China toward the Communist 
Party and its policies. Some Chinese and the majority of foreign 
observers who have lived in or passed through that area depict favor- 
ably the attitude of the local populace toward the Communists and 
Communist activity in that area (Embassy’s despatches No. 996 of 
March 15 and No. 1042 of April 2) ® and state that Communist forces 
are much more active in guerrilla operations than Central Govern- 
ment troops. Other Chinese harbor a deep-grained suspicion of the 
Communists and criticize them for their policy of land confiscation 
and treatment of the Chinese people. It is difficult to reconcile the 
two divergent views, but in any estimate of the Communist position 
and the Chinese attitude toward the question there is to be considered 
the accumulated effect of years of Kuomintang propaganda against 
the so-called “red bandits” and the natural suspicion which exists 

with regard to Communism. 
Respectfully yours, GrorcE ATCHESON, JR. 

893.001/168 : Telegram 

The Chargé in China (Atcheson) to the Secretary of State 

, Cuunexine, May 380, 19438—11 a. m. 
[Received May 31—9: 33 a. m.] 

811. Embassy’s 809, May 29, 2 p. m. and previous.® Illness of 
President Lin Sen. At an extraordinary meeting of the Standing 
Committee of the Central Executive Committee held last night, May 
29, decision was taken to insert a provision in organic law of the Na- 
tional Government. to the effect that the President of the Executive 
Yuan (General Chiang Kai-shek) shall act on behalf of the President 
of the National Government in case the latter is incapacitated by any 
cause. The provision was subsequently promulgated by a National 

Government mandate and General Chiang is accordingly acting as 
(technically “on behalf of”) the Chief of State without, however, 
assuming the title. It is now to be assumed that any difficulties in 
international, Party, and Government politics which might have been 
anticipated in the expected event of Mr. Lin Sen’s death have been 
resolved for the time being and will not arise until and unless decision 
is taken by Chiang and the group in control to select a substantive 

® Neither printed. 
* Telegrams not printed. President Lin Sen suffered a stroke on May 12. 

A message of concern, sympathy, and hope for his early recovery was sent by 
President Roosevelt on May 18.
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replacement for the President other than the Generalissimo himself. 
The promulgation of the new provision of the organic law has been 

made public. 

ATCHESON 

898.44 Chiang Kai-shek/109 

The Chargé in China (Atcheson) to the Secretary of State — 

No. 1220 CuunckKiIne, May 31, 1943. 
; [Received July 15.] 

Sir: With reference to the Embassy’s despatch No. 1064 of April 
8, 19438, to the Embassy’s telegrams No. 527, April 18, 10 a. m. and 
No. 781, May 25, 6 p. m. and to the Department’s telegram No. 6382, 
May 18,5 [6] p.m.” in regard to Generalissimo Chiang Kai-shek’s book 
entitled China’s Destiny, the Embassy transmits herewith, in accord- 
ance with the Department’s request, the original Chinese text of that 
book and a copy of a condensed translation thereof. The transla- 
tion was made by the British Embassy at Chungking which requests 
that its source be kept confidential. 

Summary. China’s Destiny shows preoccupation with China’s past 
treatment by Japan and other foreign powers, determination to make 
the country militarily and economically strong, conviction that this 
can be accomplished only through unity under the leadership of the 
Kuomintang and belief that Western culture, with the exception of 
science, is unsuited to China. Despite the narrowness of the views 
expressed, Kuomintang praise of the book has been extravagant and 
there are indications that the book will become a second “Bible” of 
the Party. The important share of the reactionary Tao Hsi-sheng in 
the writing of the book is generally known and the book has created 
strong resentment among Chinese intellectuals for its lack of vision 
and progressiveness. It is understood that an English version of the 
book will not be published either in China or abroad because of antici- 
pated unfavorable foreign reaction and that present plans are to 
revise the Chinese text and publish an English version thereof. 

Contents of “China’s Destiny”. 

There is also transmitted herewith a brief digest” of the book 
prepared by this Embassy. It is interesting to note the differences in 
this digest and that published by the Central News Agency (Embassy’s 
despatch under reference) which was handed to foreign press corre- 
spondents by the Ministry of Information. Obvious differences are 
the omission of references to the necessity of one-party rule (i. e. the 
Kuomintang), the emphasis on ancient Chinese culture versus western 
culture, the passing over cf the worst anti-foreignisms and the almost 

“ None printed. 
“Not printed. |
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complete omission of any reference to the rights of man and govern- 
ment by law. The section of the book devoted to the last-named sub- 
ject indicates the rejection of the doctrine of liberty and the rights of 
the individual as known in liberal western nations. 

Tao Hsi-sheng’s Share in the Writing of the Book. 

It is generally believed that Tao Hsi-sheng made the largest con- 
tribution to the writing of the book although informed observers 
agree that the views expressed are entirely those of the Generalissimo. 
Tao has a background as a long time supporter of Wang Ching- 
wei and he is said to share Wang’s pro-Fascist ideas. When the 
Chinese Government moved from Nanking to Hankow in 1987, ‘Tao 
together with several former Blue Shirt adherents formed a small 
“literary” society for the purpose of combatting the then strong in- 
fluence of left-wing writers. He joined Wang Ching-wei at the time 
of the latter’s desertion of the Chungking Government in 1938 and 
remained with him for some time at Nanking. In 1940 Tao fled to 
Hong Kong (Embassy’s telegram No. 51, January 17, 7 p. m., 1940”) 
and “exposed” the terms of the agreement reported to have been 
reached between the Nanking puppet regime and the Japanese. Since 
Tao’s return to Chungking, he is said to have become a trusted adviser 

to the Generalissimo and is regarded as close to the reactionary “CC” 
clique headed by Chen Li-fu and Chen Kuo-fu, which is commonly 
considered the most powerful single faction on the Chinese political 
scene. The book reflects the attitude of the “CC” clique toward 
questions of economics, industrialization, western liberal thought and 
the revival of the “ancient virtues” with its emphasis on national 
defense and industrialization rather than on agrarian reform. 

Chinese Reaction to “China’s Destiny”. | 

There is widespread and strong resentment against the book among 
Chinese intellectuals and some Kuomintang officials are reported as 
saying that the book was intended for Chinese consumption and not 
for foreign readers. It is the evident intention of the Kuomintang 
to make of the book a Party “Bible” as a companion text to the San 
Min Chu I of Dr. Sun Yat-sen. Kuomintang praise of and publicity 

for the book, has been extravagant. 
As an example of Party publicity for the book, there is transmitted 

herewith a translation of a special article from the Central Daily 
News (Kuomintang organ) and a translation of excerpts from two 
other articles published by that journal.”* In the special article the 
writer states that the book has carefully described the defects of lib- 
eralism and communism; that western nations may misunderstand 

® Foreign Relations, 1940, vol. Iv, p. 265. 
* None printed. : . |
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the book when a translation is published because of their idealization 
of liberalism; that even if they do misunderstand, “it is impossible 
for us to abandon our thoughts to follow them”; that each country 
has its own national conditions; and that “we oppose liberalism” but 
do not blindly and radically attack liberalism or individualism. The 
article goes on to quote the Generalissimo as saying “therefore, I 
hope that for the interests of the country and for the preservation 
of the nation, all will with one heart and one mind join together 
under the creed of the San Min Chu I and unite unanimously under 
the organization of the Chinese Kuomintang”. In one of the two 
articles, a translation of excerpts from which are enclosed, Tao Hsi- 
sheng states that “although we have often received directions from 
the Generalissimo’s speeches, his books or proclamations, yet the pro- 
jection or [of?] a whole policy is hard to find. In the future, we shall 
have a source (China’s Destiny) to which we may turn.” In the third 
article the writer states that “after the San Min Chu I, the best text 

- book for political education is the Generalissimo’s China’s Des- 
teny ... From this book all youths may get most accurate 
instructions.” 

The volume of criticism of the book among Chinese intellectuals 
has been tremendous and in some cases extremely frank. Many of 
them have refused to read the book and others have felt that the Gen- 
eralissimo is setting himself up as a “Sage” as well ag a “Hero” and 
has thus invaded a field for which his background and intellectual 
attainments have not equipped him. They feel that he lacks vision 
and progressiveness and that the limitations of his intellectual capaci- 
ties are clearly shown in this book. They are discouraged in that 
the Generalissimo should now endeavor to become an arbiter of mor- 
als and a philosopher and fear the increasing encroachments on liberal 

_ thought at the hands of those close to the Generalissimo. Dr. Sun 
Fo is reported by several sources as having made the following state- 
ment which may be taken as typical of comment in regard to the 
book: “The book criticizes communism; communism is the state 
philosophy of our ally, Soviet Russia. It criticizes liberalism; lib- 
eralism is the state philosophy of our allies, the United States and 
Great Britain. The book does not criticize Nazism and Fascism; 
these are the state philosophies of our enemies, Germany, Japan and 
Italy.” 
Communist representatives at Chungking state that the Communist 

Party has instructed its members to read the book as the best possible 
source of propaganda for their cause. | 

Foreign observers criticize the book as biassed and antagonistic 
toward foreigners. Some foreigners state that it represents a perni- 

* Omission indicated in the original.
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cious misuse and misinterpretation of history for political purposes 
and feel that it might be beneficial both to China and to friendly 
nations to have an English translation published, thereby revealing 
the Generalissimo in his true light and thus bringing to other nations 
a full realization of the forces controlling China. Americans close 
to the Generalissimo admit the book is suitable only for middle school 
students or party members and deplore the anti-foreign bias of the 
book. In this connection, there is enclosed a copy of a memorandum 
of conversation with an American member of the Ministry of In- 
formation translating section who has been closely connected with 
the unpublished translation of the original Chinese text. 

Of more lasting importance than the anti-foreign tone of the book 
are perhaps the political beliefs held by the Generalissimo and his 
attitude toward liberal thought and western democratic forms of 
government as shown in the book. One Chinese comments that the 
book shows that the Generalissimo is really a Fascist at heart. 

Publication and Distribution. 

China’s Destiny is published by the Cheng Chung Book Company 
(the name is a reversal of the characters of the Generalissimo’s com- 
plimentary given name) which is controlled by the “CC” clique. Most 
of the books published by this company are political and party propa- 
ganda and books of the size of China’s Destiny, with poorer print and 
paper, are usually priced at Ch$20. The book, which is priced at 
Ch$5, is obviously heavily subsidized. The copy being forwarded 
with this despatch is the 130th printing of the popular edition dated 
March 1943 and while no information is available in regard to the 
total number of copies printed it may be estimated at between 500,000 
and 1,000,000. Free copies of the book are said to have been distrib- 
uted to Kuomintang and Central Government officials. The Embassy 
finds that the sale of the book at Chungking ceased several weeks ago 
but has been unable to discover the reasons therefor. Some Chinese 
state that orders have been given to stop the sales but no confirmation 
of such report can be obtained from the bookstores. 

The Embassy feels that China’s Destiny is likely to make difficult 
the betterment of Sino-foreign relations in so far as the Chinese peo- 
ple are concerned. The resurrection, at a time when a nationalistic 
China is emerging, of wrongs done to China and their biassed presen- 
tation to the Chinese people cannot be conducive to a better under- 
standing of the foreigner on the part of the Chinese masses who will 
inevitably be given the book as Party propaganda. The masses will 
be nurtured on propaganda and denied a free press and, in the ab- 
sence of any impartial portrayal of China’s past relations with the 

Not printed.
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foreign powers, may be expected to be free of desirable influences 
which might break down the always latent mistrust of foreigners. 

The Generalissimo’s insistence on Kuomintang rule to the exclu- 
sion of any share in the government by other political parties and his 
denial of western liberalism should serve to convince all Chinese of 
liberal tendencies that there is little hope for them from the Kuomin- 
tang. The prestige of the Generalissimo has been greatly lowered in 
the eyes of the intelligentsia who in the past have felt that he served 
as a unifying force in China and that his concern was for political 

and military power. Now that he has emerged as what they term “a 
sage”, they are discouraged to find him arrayed against them along 
with the already known reactionary elements of the Kuomintang. 

The Generalissimo’s identification of himself as the leader of the 
Party rather than of the nation has further lowered his prestige 
among Chinese liberals, but there exists in China a large number of 
persons who form the nuclei of the various party organs (such as the 
San Min Chu I Youth Corps, the Central Training Corps, Central 
Political Institute, Boy Scouts, police training schools, and the 
gendarmerie), who for the most part have had no contact with the 
outside world and who may be expected to accept blindly the material 
in this book. There should be included among this number many 
provincial officials who, while perhaps outside the fold of the Kuo- 
mintang, are probably equally receptive to the anti-foreign and 
political propaganda contained in China’s Destiny. 

As the book is being adopted by the Kuomintang as the source, 
along with the San Min Chu I, of all that the Party and its leader 
stand for, 1t may be conjectured that the book will perhaps serve a 
useful purpose in that the issue is now more clearly joined between 
reactionary and liberal forces in China than before its publication. 
By reason of it there now exists a declaration by the Generalissimo 
himself of the principles for which he stands and the policy which he 
intends to follow. Out of the discouragement of liberal elements in 
China there may grow a more solid opposition to the Kuomintang 
and there may eventually arise the leadership which is at present 
lacking. The only concrete opposition at present lies in the Chinese 
Communist Party and China’s Destiny may serve the cause of all 
liberals in China, as the Communist Party feels it does for its cause, 
as the best possible source of propaganda.”? 

Respectfully yours, GrorcE ATCHESON, JR. 

“The Chargé summarized this despatch in his telegram No. 995, June 22, 
4p. m. (893.44 Chiang Kai-shek/102), and gave extracts “from the more re- 
actionary portions of the book” in his telegram No. 996, June 22, 5 p. m. 
(893.00/15052). For Department’s comment on the subject, see memorandum 
of August 9, p. 310.
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| 893.105/95 | 

 - The Chargé in China (Atcheson) to the Secretary of State 

No. 1224 Cuunexine, May 31, 1943. 
[Received June 25. | 

Sir: I have the honor to refer to despatches nos. 1184 of May 14, 
1943,7* and 1194 of May 18, 1943, transmitting reports ’° from Second 
Secretary Drumright at Chengtu concerning friction between the 
Central Government and Szechwanese provincial interests, and to 
transmit copy of a memorandum” by Second Secretary John S. 

Service relative to the same general subject. 

Summary: Recent difficulties between the Central Government and 
Szechwanese vested interests, a continuation of the friction which 
has existed since the Government moved to Szechwan, have been so 
serious as to necessitate the visit of Dr. H. H. Kung, Vice President of 
the Executive Yuan and Minister of Finance, to Chengtu to consult 
Szechwan leaders. The Szechwanese have four demands: a Governor 
suitable to them; equal treatment for provincial troops; local control 
of capital development; and reduction of land tax in kind and compul- 
sory purchase of grain. Faced with the importance of Szechwan as 
the chief base of the government, the possibility of unrest, and the 
power for cbstruction of the powerful local interests, the Central 
Government will probably make some concessions on at least the 
second and fourth points. 

Respectfully yours, GEORGE ACHESON, JR. 

761.93/1725 | | 

The Consul at Tihwa (Clubb) to the Chargé in China (Atcheson) ® 

| [Extracts] 

No. 11 Trawa, June 5, 1948. 

Sm: I have the honor to refer to my despatch No. 8, April 22, 
1948 * in regard to the movement of National Government troops into 
Sinkiang Province, and to report that the regiment of Soviet Russian 
troops heretofore established at Hami, and Russian military and 
economic advisers to the Sinkiang Provincial Government, are being 
withdrawn to the Soviet Union. | 

Summary: The withdrawal evidently comes in the first instance | 
as a result of early Chinese initiative, but the Russian version has in 
it a suggestion that the extent of Russian withdrawal may come in 

* Not printed. - oo - 
” WMnclosures not printed. | | 
Copy transmitted to the Department by the Chargé in China in his covering 

despatch No. 1272, June 19; received July 15. oe
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part from a Russian decision. There are indications that present 
developments may not be ultimately uniformly beneficial to China. 
The origina Chinese move appears to have been rooted in a belief that 
the U.S. S. R. would either succumb to, or be very seriously weakened 
by, German military action against the Russian Army. The present 
indications are that such belief may not be more valid in 1943 than 
it was in 1942, and that in fact future developments in Europe may 
leave the Soviet Union free to begin reconstruction and fresh produc- 
tion while China is still at war. China has in the past received bene- 
fits from barter agreements, which included the extension of credits 
to China, with the Soviet Union. The Chinese political, and eco- 
nomic, situations are alike such that it stands in need of much assist- 
ance still [ste]. One form of assistance desired by China is military 
action by the Soviet Union against Japan, others comprise transport 
facilities, technical assistance, and goods, It is not in any event likely 
that war will at present break out between Japan and the Soviet Union, 
unless one or the other feels that such a war is an ineluctable necessity. 
If the present developments in Sinkiang result from something in the 
nature of a political contest between China and the Soviet Union, it is 
only logical to anticipate that in future the Soviet Union may prove 
somewhat less inclined to be of assistance to China—even where it 
might be able to assist. This situation affects the United States, 
which in the first place is presumably desirous that the Soviet Union 
at least maintain a “cooperative” attitude vis-a-vis United Nations 
interests in the Pacific area, and which in the second place is now being 
looked to by China to supply goods not at present available from the 
Soviet Union—as well as other materials. It is to be concluded that 
the National Government’s current move may not be an unmixed good 
for either Sinkiang or China; that perhaps it would have been a more 
profitable approach, politically, if the National Government had ap- 
proached the Sinkiang problem more carefully. E'nd of summary. 

The situation affects the United States in more ways than one. It 
is presumably granted that it is in the ultimate interest of the United 
States, in the present circumstances, that the Soviet Union maintain 
an attitude which is at least “cooperative” vis-a-vis United Nations’ 
interests in the Pacific area. China’s policies vis-i-vis the Soviet 
Union, and the consequences they bear for American interests in the 
Pacific, are therefore of direct concern to us for political reasons. 
It is to be noted in addition, however, that the Chinese side is evidently 

now inclined to rely upon the United States, to the exclusion of the 
Soviet Union insofar as possible, economically as well as politically. 
In the present circumstances, Chinese hopes of economic assistance 

} from the United States cannot be fully realized, if for no other reason 
' than lack of transport facilities. I believe it probable that the 

Sinkiang Provincial Government was told by Chungking leaders 
in 1942 that American goods would enter the province to take the 
place of the Russian goods now lacking. It nevertheless appears 
unlikely that electrical machinery, et cetera can be obtained from the 
United States by Sinkiang in the near future any more than from the
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Soviet Union. It is true that Sinkiang has not received any cotton- 

goods from the Soviet Union for the past year; however, interior 

China needs such textiles itself, and probably would not trans-ship 

any large amount to Sinkiang even if they were to be received from 

India or the United States. The basic premise of the Chinese side, 

by deduction that the Soviet Union is economically on its knees and 

that the United States is coming to the front with supplies of all 

categories for China, therefore places upon the United States an 

onerous burden which we have not sought and probably would not 

want in its entirety. 
Long-term forecasts are admittedly not warranted under wartime 

conditions, where so many new—and often unexpected—events occur 

in rapid succession to change the general picture. It is further to 

be noted that the Chinese are moderately adept, in a myopic way, at 

trimming their sails to fit the political winds that blow, and they will 

probably endeavor to make adjustments as developments occur. In 

the light of recent developments, however, it should not be consid- 

ered surprising if 1) Sinkiang’s currency, now linked with the Chi- 

nese national currency, with the opening of the economic door into 

interior China, should in due course reach the same low level of the 

currency inside the Wall; 2) there should occur in Sinkiang, instead 

of continued implementation of the provincial Three-Year Plan, a 

goods famine which in certain categories would be more severe than 

in interior China itself ;* 3) the Soviet Union should in future prove 

somewhat less sympathetic and less helpful as regards those of 

China’s economic and political problems in respect to which it might 

be in a position to lend assistance; and 4) those elements of Chinese 

sympathy for the United States which are based upon misconceptions 

or unbalanced exaggerations should deteriorate or quite disappear 

when we fail—as seems inevitable—to perform fully the tasks the 

Chinese themselves have set up for us. It will be realized, of course, 

that the last-cited hypothetical development would in fact most 

probably leave Sino-American relationships on a firmer, healthier 

basis than at present.” 

Respectfully yours, O. Epmunp CLUBB 

* Sinkiang presumably will not undergo actual want in terms of food, rough 
native cloth, fuel, et cetera, unless the transport facilities of the National Gov- 
ernment are developed to the point where drainage out of provincial products 
on a large scale becomes possible; however, the province needs machinery, cot- 
ton-goods, matches, cigarettes, sugar, medicines, and transport equipment. 
[Footnote in the original.] 

2%n a memorandum dated August 20 Mr. Augustus S. Chase of the Division 
of Far Eastern Affairs invited attention to “the final paragraph of the Con- 
sulate’s despatch in which are recapitulated the possible effects for China 
and for the United States of China’s precipitate action to eradicate Russian 
influence in Sinkiang.” 'The memorandum was initialed by the Chief of the 
Division of Far Eastern Affairs (Ballantine), who underscored the word 

“precipitate”. 

332545—57——17
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893.00/15038 

The Chargé in China (Atcheson) to the Secretary of State 

No. 1241 CHUNGEKING, June 8, 1948. 
[Received June 25.] 

Sir: I have the honor to transmit a memorandum ® by Second 
Secretary John S. Service describing the unfavorable reaction among 
Chinese intellectuals to the increasing tendency of the Generalissimo 
to interfere arbitrarily in cultural matters and to the strict censorship 
and cultural contro] of the Kuomintang. 

Scholars have traditionally formed a privileged and very influen- 
tial class in China. They have had an importance far out of propor- 
tion to their numbers. The treatment which they have received dur- 
ing the past few years has caused them to lose “face”. Most of them, 
having had a modern education, dislike the present reactionary trend of 
that part of the Kuomintang (the C-C group) which controls educa- 
tion and propaganda and is apparently aiming at the exclusion from 
China of all but Western scientific knowledge. They especially resent 
the Generalissimo, whom they regard as a poorly educated man, setting 
himself up in statements to the people and in books such as the recent 
China’s Destiny, as a “sage”. 

If, as seems to be the case, the Generalissimo and the Party have 
lost prestige and influence among the intellectuals, the effects may 
be expected to be felt among the people as a whole. 

Respectfully yours, GrorGE ATCHESON, JR. 

893.00/15048 

The Chargé in China (Atcheson) to the Secretary of State 

No. 1248 CHUNGKING, June 9, 19438. 
[Received July 3.] 

Sir: I have the honor to transmit herewith copy of a memoran- 
dum * reporting the views of a young, but fairly prominent, Chinese 
journalist concerning the dangers in the present situation in China. 

Summary: Many of the members of the present government do 
not expect the defeat of Japan for at least four years. Because of the 
rapidly deteriorating economic and military situation in China, and 
because they now despair of significant assistance from America or 
Russia, these elements believe that China cannot continue to fight 
Japan for any such period. Their resolution is being undermined 
by the Japanese “appeasement” of Wang Ching-wei, by a definite 
military threat through Hunan and West Hupeh, and by periodic 

' Not printed.
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offers of peace terms—the last of which was brought to Chungking 

by Wu Kai-hsein. The Government, he feels, in fact cannot continue 

to fight the war in the present way. Fundamental reforms are nec- 

essary or there inevitably must be some compromise with either Japan 

or Wang Ching-wei. in his opinion, the present reactionary gov- 

ernment will never carry out these reforms: The only political group 

which could do so is the Political Science Group, which, unfortunately 

to his mind, is now out of favor and in a subordinate position. 

The views here expressed are undoubtedly pessimistic. But they 

are believed to be significant as being those of an intelligent and 

well informed man whose business is political observation. They are 

a reflection of the obvious discouragement in Chungking among lib- 

erals and progressive minded officials. 

The Political Science Group, on which this observer pins his hopes, 

is, as the Embassy has reported (see Embassy’s despatch No. 553, dated 

July 30, 1942 *), not a true political party but rather a loose aggre- 

gation of administrators and career officials of somewhat similar in- 

terests and views. Most of them are foreign trained and tend to be 

“Western” in attitude and their approach to political, social and 

economic problems. Not, generally speaking, very liberal—or even 

greatly concerned with political theories—they can at least be called 

more “enlightened” than the present groups which appear to dominate 

the government. It is quite likely that they might give China, as the 

informant thinks, a better government than the country now enjoys, 

and bring about certain needed agrarian, taxation, conscription and 

anti-inflationary reforms. They might even be willing—though many 

of their number are by reputation strongly anti-Communist—to re- 

enter into cooperation with that party. But to hope for their being 

given control of the government, in the face of present trends within 

the Kuomintang and the government and their own recent loss of 

important positions, seems to fall a little short of political realism. .— 

Respectfully yours, GrEoRGE ATCHESON, JR. 

761.98/1720 : Telegram 

The Ambassador in the Soviet Union (Standley) to the Seeretary 
of State 

Moscow, June 15, 1948—10 a. m. 
[Received 1:45 p. m.] 

663. The following telegram, signed Ward,® has been received 

from Vladivostok. 

* Foreign Relations, 1942, China, p. 211. 
%® Angus Ward, Consul General at Vladivostok.
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“65, June 11, 11 a.m. Chang, my Chinese colleague, informs me in 
confidence that the Chinese Consulate[s] at Alma Ata, and Ixhan [/i 
and?]| Semipalatinsk and Tashkent, as well as that at or near Minu- 
sinsk, which until recently ignored the Chungking Government and 
recognized only the Sinkiang government, have now placed them- 
selves under the Chungking Government. From some of his remarks 
I gather that this change was made at the instance of or with the 
assistance of the Soviet Government for the purpose of improving 
Moscow-Chungking relations. The pro-Sinkiang elements among the 
stafis of the above mentioned Consulates are being dispersed among 
the pro-Chungking Consulates (a Consul at Alma Ata is being trans- 
ferred to Vladivostok as Vice Consul and the Vice Consul here is 
being sent to Minusinsk as Consul). The Consulates at Novosibirsk, 
Chita, Blagovyeshchensk, Khabarovsk and Vladivostok have been and 
remain pro-Chungking. Chang himself is an ardent Chungking sup- 
porter. The release of large numbers of Chinese who have been 
imprisoned in Siberia, principally in the Kolyma River basin, is 
further indication of the desire of Moscow to improve relations with 
Chungking. Released Chinese prisoners are stated to be passing 
eastwards through Novosibirsk en route to Tashkent and other Cen- 
tral Asian points at the rate of approximately 15 daily. The greater 
portion of these prisoners were, I am told, refugees who fled from 

anchuria to Siberia during the Japanese invasion of 1931-1932. 
They were arrested, imprisoned and sentenced to penal servitude of 
several years for having entered the Soviet Union illegally. Upon 
completion of their sentences and after being at liberty for several 
days they were again arrested and sentenced for violation of police 
registration regulations. (Practically none of the refugees possessed 
passports. )” 

Repeated to Chungking. 

STANDLEY 

800.00B Communist International/300 

Memorandum by Mr. Augustus S. Chase of the Division of 
Far Kastern Affairs 

[WasHrneton,| June 16, 1943. 

Information received by the Department indicates that the differ- 
ences between the Chinese Communists and the Chinese National Gov- 
ernment at Chungking are probably of too fundamental a nature to 
be susceptible of adjustment by amicable negotiation. While an 
armed clash does not yet appear imminent, it is increasingly apparent 
that Chungking is determined to liquidate the Communists, and that, 
if the extreme anti-Communist elements in the Kuomintang retain 
their present influence, Chungking will not hesitate to attempt to 
suppress the Communists by force at some favorable opportunity.
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The attitude of the Soviet Union toward the dispute is of course 

a factor of vital importance, upon which the outbreak and the out- 

come of civil war between the Chinese Communists and Chungking 

might well depend. | 

Information on the recent relations between the Chinese Commu- 

nists and the Soviet Union is extremely limited and provides no indi- 

cation of the extent to which the Soviet Union has supported, and 

might continue to support, the Communists in their present conflict 

with Chungking. Reports from available sources in China throw no 

light on the subject. However, it does not appear that the possibilities 

of obtaining information from sources in Russia have been exhausted. 

The attached draft telegram to Moscow * has been prepared in the 

light of the foregoing considerations. It is believed that such an 

effort to elicit what information on this subject may be available to 

the Embassy is timely in view of the recent dissolution of the Com- 

| intern. 

800.00B Communist International/300: Telegram 

The Secretary of State to the Ambassador in the Soviet Union 

(Standley) 

WASHINGTON, June 18, 1943—9 p. m. 

455. The Department would be interested in any indications of the 

effect which the dissolution of the Comintern may have on the atti- 

tude of the Soviet Union toward the so-called Chinese Communists 

and their relations with the Chungking Government. While it is 

realized that official statements will probably not be available, it is 

thought that something of interest might be obtained from newspaper 

editorials and from a study of news coverage of events in China. For 

example, a comparison of the volume and character of news con- 

cerning guerrilla operations of the Communists published prior to 

and after the dissolution of the Comintern might prove informative. 

If available please forward editorials and sample news items. 

In this connection any information of the presence in Russia or 

departure therefrom of Chinese Communists (party representatives, 

students, et cetera) would also be of interest. 

It is possible that, in lieu of the term “Chinese Communists”, 

Soviet newspapers may employ other titles, including: Eighth Route 

Army; Eighteenth Group Army; New Fourth Army ; Shensi-Kansu- 

Ninghsia Border Region; Northwest Border Area; and guerrillas 

or partisans. | 
Huu 

8 Telegram No. 455, infra.
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893.00/15054 

Lhe Chargé in China (Atcheson) to the Secretary of State 

No. 1267 CHUNGEING, June 18, 1943. 
[Received July 15.] 

Sir: There is enclosed, as an example of an unusually bitter attack 
on the Chinese Communist Party, a partial translation ® of a special 
article from the May 27, 1948 issue of the Lanchow Kansu Min Kuo 
Jih Pao entitled “Two Attitudes Toward Religion”, written by Pan 
Kung-chan, member of the Central Executive Committee of the 
Kuomintang. 

The main points of the article are as follows: (1) Communism is 
in its nature fundamentally opposed to religion (to blame the Com- 
munist Party for opposition to religion is like blaming a prostitute 
for being unchaste). (2) The Kuomintang safeguards religion and 
is for that reason accused by the Communists of being out-of-date in 
its thinking. (3) The Chinese Communist Party has made an oppor- 
tunistic and temporary change in its tactics with respect to religion. 
Apparently adopting a policy of toleration it in reality is attempting 
to destroy all religions by playing off one against another. The 
Chinese Communist Party has selected the Muslims for special atten- 
tion, fostering the false idea that they constitute a separate race. 
They do this because the Muslims constitute a forceful and cohesive 
community which the Communists wish to pit against the Han Chi- 
nese ; the Communist Party, in this respect, is like a person of cannibal 
habits who fattens children in order later to nourish himself with 
their roasted bodies. The writer then expresses his confidence that 
the Muslims, being intelligent, will surely distinguish who is their 
savior and who is Satan, who is false and deadly and who symbolizes 
truth and love. 

This article was presumably published in Lanchow because of that 
city’s large Muslim population and its location near Communist- 
controlled territory. 

Respectfully yours, Grorce ATCHESON, JR. 

” Not printed. : 
In a memorandum dated July 27 Augustus S. Chase of the Division of Far Kastern Affairs made comment on the contents of the article: “It is an hys- 

terical outburst which gives the impression of being inspired less by sincere conviction in the assertions made than by anxiety over the influence of the 
Communists among Chinese Mohammedans.”
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893.00/15042 : Telegram 

The Chargé in China (Atcheson) to the Secretary of State 

CHUNGKING, June 24, 1948—2 p. m. 

[Received June 26—11:40 a. m.] 

1012. 1. In a recent conversation with an officer of the Embassy 

General Lin Piao, Communist Party representative from Yenan, made 

comment in regard to Kuomintang-Communist relations as follows: 

Chiang Kai-shek, during a conference on June 6 with Lin and 

General Chou, Communist Party representative at Chungking, in- 

formed them that his views regarding the differences between the two 

parties had not changed; that is, the Communist Party should give up 

its government and army, the party to be given the choice of joing 

the Kuomintang or of becoming a minority party like other parties 

now existing in Free China. (Although Lin came to Chungking 

in October 1942 at the invitation of the Generalissimo, as reported 

[by] Embassy’s 654, May 6, 10 a. m., Lin has seen Chiang only three 

times and has been waiting for this final interview for more than 

6 months.) The Gmo did not present other terms as a basis of dis- 

cussion of differences. 

Lin and Chou plan to depart for Yenan within a few days to dis- 

cuss matters with Communist leaders there. The former is not opti- 

mistic that a settlement can be reached but he does not, on the other 

hand, think that a clash is imminent. He is of the opinion that the 

Gmo will have to take into consideration a world trend toward 

democracy arising from the anticipated United Nations victory and 

that Chiang will not attempt liquidation of the Communists by force 

even after the war, although he admits that such a possibility cannot 

be completely dismissed. 
9, According to an informed source close to the Communist Party, 

Lin and Chou are returning to Yenan at this time in order to obtain 

Communist agreement for some statement to be released at Chung- 

king on July 7, the anniversary of the beginning of the Sino-Jap war, 

indicating that Kuomintang-Communist relations have improved. 

This informant states that Chou feels the need of acquainting him- 

self at first hand with conditions at Yenan and of giving the Com- 

munist leaders the real picture of the situation at Chungking. 

Lin and Chou are proceeding with four truck loads of non-military 

supplies, two of them medicines. (The Central Government author1- 

ties have not heretofore permitted the shipment of medical supplies 

to Yenan for some time. ) 

3. During the conversation above mentioned Lin made the follow- 

ing additional remarks: general developments in China now depend, 

and after the war will continue to depend greatly, on international
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developments (for example, American air victories in China boost 
Chinese morale and spirit and strengthen the hands of the Chungking 
Government against the puppets and dissident provincial elements). 
China can and will continue to resist Japan because the Chungking 
authorities realize that a negotiated peace with Japan would bring 
civil war and worse conditions than those which exist at present and 
because they feel assured of a United Nations victory. Chungking’s 
lack of military effort against Japan is to be adversely criticized. The 
Central Government favors a Jap attack against Soviet Russia (this 
is unlikely) which would require troop withdrawals from China and 
permit Chungking to occupy the evacuated areas including North | 
China. Liberal elements exist in China, even in the Kuomintang, 
and this gives hope for the future of democracy here. 

ATCHESON 

711.98/533 

Memorandum by the Second Secretary of Embassy in China (Davies), 
Temporarily in the United States 

Tue American Stake 1n Cutnese Untry: Proposats For 
PRELIMINARY AMERICAN ACTION 

Summary 

The following memorandum discusses the basis of the present hos- 
tility between the Central Government of China and the Chinese Com- 
munists. It goes on to examine the probable culmination of this 
mutual antipathy in civil war. The conclusion is reached that, if 
civil war occurs, the Soviet Union will probably go to the support 
of the Communists and the United States will find itself backing the 
Central Government and so set against Russia. 

In view of the risks to the United States implicit in the present 
trend toward civil war in China and in view of our complete lack 
of official information, both political and military, from the Chinese 
Communist area, it is recommended that a consulate general be estab- 
lished in Chinese Communist territory and that a military observer’s 
mission also be sent to that area. These two recommendations are 
preliminary actions. Any decision regarding a more positive policy 
toward the Central Government and the Chinese Communists should 
probably await and be based upon intelligence from the political and 
military observers. 

The Chinese Communists 

The Chinese Communist Party was formed during the early 1920's 
as a workers’ party. With Russian support the Party grew in
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strength. Chiang Kai-shek’s 1926 northward campaign from Canton 

to the Yangtze valley—the campaign by which he came into power— 

was Communist in character. The Party political leaders, with their 

Russian advisers, set up a government at Hankow. Shortly after, 

in 1927, Chiang turned against the Party, having formed an alli- 

ance of power with Shanghai big business and banking interests. 

From that time onward until the establishment of the united front 

he attempted to crush the Communists. 

- Under pressure from Chiang’s troops the Hankow regime collapsed 

and the Communists were dispersed. The Russian advisers returned 

to the Soviet Union. The Communists then operated as a primarily 

agrarian movement in a number of small rural areas in central and 

eastern China. Their principal center embraced several counties in 

southern Kiangsi Province. 

The Generalissimo visited Sian in December 1936 in connection 

with his plans for further campaigns against the Communists. At 

Sian he was kidnapped by Manchurian elements under the command 

of Marshal Chang Hsueh-liang. The Communists interposed in the 

negotiations between the Manchurians and Chiang and as a result 

there was established, following the release of the Generalissimo, 

a united front. By the terms of the agreement the Communists rec- 

ognized the Generalissimo as the leader of all China, including Com- 

munist China, in united resistance to further Japanese encroachments. 

They abolished the Red flag and administrative and military termi- 

nology which would suggest that they were a separate government. 

They retained, however, a wide degree of administrative autonomy 

in that portion of Shensi Province which they occupied. 

In the first year and a half of the Japanese invasion of China, 

Chiang, generally speaking, lost in north China the urban centers and 

lines of communications to the Japanese and the rural areas to the 

Communists. Most of the Central Government officials in areas 

through which the Japanese passed fled or went into the services 

of the enemy as puppets. By this process the Chinese Communists 

have come to control more territory than they ever have. 

Present Communist area is estimated by American military sources 

to total about 120,000 square miles. It is further estimated that ap- 

proximately 25,000,000 people are now living in Communist-controlled 

territory. The strength of the Communist Eighth Route Army is 

placed by American military authorities at 60,000-100,000. ‘The Com- 

munists themselves claim that they have well over 1,000,000 men under 

arms. This figure, which is probably an exaggeration, includes guer- 

rillas and armed peasants. 

Chinese Communist policy appears to have followed the Comintern 

line. In its initial expression the policy adhered to the program of
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world revolution. With the Comintern’s abandonment of this pro- 
gram, the Chinese Communists embraced in 1935, in compliance with 
Moscow directives, the policy of the united front. 

The new line, so far as it applied to Asia, was in all probability 
prompted by the Kremlin’s realistic appraisal of the Soviet Union’s 
position in the Far East. Russia was threatened by Japan. The 
Japanese Army had with its Manchurian adventure apparently de- 
cided upon a policy of continental expansion. Confronted by a strong 
Russian Army in eastern Siberia, the Japanese seemed to be intent 
upon outflanking the Russians through China. China could not be ex- 
pected to offer strong resistance to Japanese expansion so long as it 
was torn by internal dissension. It was therefore evident that China 
should become unified and actively resist Japanese pressure westward. 

As the Chinese Communists moved away from world revolution to 
nationalism they also moved in the direction of more moderate in- 
ternal political and economic policy. Whether these other moves 
were in compliance with Comintern dictates is less material than that 
they were historically and evolutionarily sound. 

The Communists have for some time admitted that China cannot 
make an immediate transition from its present political and economic 
forms to communism. They maintain that China is a semi-feudal 
agricultural country and that before it can attain to communism it 
must pass through a period of bourgeois democratic nationalism. 
Their immediate aims are therefore the realization of democratic 
processes in China. In economic life they advocate the retention of 
private ownership and individual enterprise. 

Foreign observers (including Americans) who have recently visited 
the Communist area agree that the Communist regime in present 
policy is far removed from orthodox Communism ; that it is adminis- 
tratively remarkably honest; that popular elections are held; that in- 
dividual economic freedom is relatively uncurbed; that the regime 
appears to have strong popular support and that it is described less 
accurately as communist than as agrarian democratic. 

The trend toward nationalism is believed to be strongest among the 
troops and guerrillas who have been fighting the national enemy. 
Although we have no accurate information on the subject, it is sus- 
pected that the political leaders of the Party retain their pro-Russian 
orientation and that they are, notwithstanding the dissolution of the 
Comintern, likely to be susceptible to Moscow direction. This prob- 
able schism within the Party may prove at some later date to be of 
major importance. 

Lhe Central Government 

The Central Government of China is based upon the political theory 
of Sun Yat-sen that, as China is not prepared for democracy, it must
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pass through a period of political tutelage. Political tutelage is en- 

trusted to the Kuomintang, the Chinese Nationalist party. Through 

corruption of the original intent of Dr. Sun, the party has become a 

mechanism whereby its members are placed and retained in office 

rather than as a mechanism preparing for popular participation in 

government. | 

Official position is appointive rather than elective. Nepotism and 

favoritism are rife. Graft and bribery are commonplace. Among 

officials of the lower-income brackets this is so because their salaries 

are inadequate to maintain a decent standard of living. Corruption 

among the higher officials springs largely from the Chinese tradition 

that graft is a perquisite of office and not necessarily dishonorable. 

There is on the part of the average Kuomintang Government official 

a striking lack of social consciousness, of public trust and duty. This 

- was revealed most recently by the Government’s callous attitude to- 

ward the people of Honan during the famine which occurred this 

spring in that province. The Kuomintang’s Central Government has, 

in short, done little to change the traditional attitude of the Chinese 

people that the Government is something to be endured rather than 

positively supported. 
For the reasons outlined in the preceding three paragraphs it may 

be said that the Central Government does not have a popular base. 

This is in contrast to the relations reported to exist between the Com- 

munist administration and the people. 
Chiang Kai-shek, as distinguished from the Kuomintang and the 

Central Government which he dominates, is viewed with respect and 

admiration as the sole national leader. He has this hold because 

he personifies the national will to resist Japanese invasion and be- 

cause he successfully maintains the fiction that he is above politics. 

The truth is, however, that he is deeply involved in politics. He 

maintains his paramount position in the Government in the same 

manner that he attained it—by political manipulation of the various 

factions in the Kuomintang, in the Army and among various sem1- 

autonomous provincial leaders. To this extent he rules by a system 

of balance of power. 
By the same token he is, in a sense, a political hostage to the corrupt 

system which he manipulates—he cannot institute sweeping reforms 

without destroying the balance. . 

His present paramount position in the Central Government is per- 

haps more secure than it ever has been. But it is not so strong that 

at some later date he may not be challenged by a faction which may 

obtain control over a powerful military force. 

The domestic picture thus far drawn is fairly clear-cut. It is one 

of contrast between and rivalry between Chiang’s Central Govern-
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ment and the Chinese Communists. Other factors, however, are also 
to be considered. One is economic deterioration, which some observ- 
ers believe may culminate in collapse of the Chiang regime. Such 
a collapse is not beyond the realm of possibility. But what pattern 
it would follow is difficult to predict. The most likely pattern would 
seem to be disintegration into sectionalism with areas along the 
periphery of Japanese control going over to the enemy and other sec- 
tions remote from Chungking developing a regional autonomy. Such 
a situation might so weaken Chiang’s position as to render him vul- 
nerable to an attempted coup d’état. 

Chiang is aware of this risk. He is combatting it by attempting 
to ensure the economic well-being of the Central Government and 
Kuomintang bureaucracy. The bureaucracy is given special rice al- 
lowances. And as economic conditions become worse, greater em- 
phasis is laid on party discipline. If Chiang is able to maintain the 
present economic level of the bureaucracy and the army and if he and 
the Kuomintang are able to maintain party discipline, he will prob- 
ably be able to preserve his position despite continued economic de- 
terioration. The citizenry may suffer, as the Honan peasants did this 
spring, but that will not necessarily mean the collapse of the regime. 

Another threat to the Generalissimo is the liberal and anti-Kuomin- 
tang element in Kuomintang China. This element is understood to 
be fairly articulate in southwest China. Chiang is also aware of 
this risk. He is combatting it by secret police methods; through 
intimidation and regimentation of the intellectuals. It is safe to say, 
however, that in general the liberals are now so weakened through 
suppression and economic distress that they constitute only a con- 
tingent threat—that is, a threat contingent upon their being able to 
join forces with some more powerful dissident element, military or 
civilian, that may arise to challenge Kuomintang control. 

Basis for Conflict 

Grave as the threat of economic deterioration and collapse may be, 
they do not involve in the overall picture as great a risk to us as 
does the continuing rift between the Central Government and the 
Chinese Communists. The basis for this rift and potential conflict 
is discussed in the following three paragraphs. 

The Kuomintang and Chiang Kai-shek recognize that the Com- 
munists, with the popular support which they enjoy and their reputa- 
tion for administrative reform and honesty, represent a challenge to 
the Central Government and its spoils system. The Generalissimo 
cannot admit the seemingly innocent demands of the Communists 
that their party be legalized and democratic processes be put into 
practice. To do so would probably mean the abdication of the 
Kuomintang and the provincial satraps.
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The Communists, on the other hand, dare not accept the Central 

Government’s invitation that they disband their armies and be ab- 

sorbed in the national body politic. To do so would be to invite 

extinction. 

This impasse will probably be resolved, American and other for- 

eign observers in Chungking agree, by an attempt by the Central Gov. 

ernment to liquidate the Communists. This action may be expected 

to precipitate a civil war from which one of the two contending fac- 

tions will emerge dominant. 

Foreign Involvement : 

If Chiang and the Communists were to fight a civil war without 

external aid to either side there is little question that, unless it had 

by then been rendered impotent by the exhaustion of the prolonged 

war against Japan and by the centrifugal tendencies referred to above, 

the Central Government by sheer weight of arms would be able to 

crush the Communists. Such an eventuality is, however, unlikely 

for the reasons mentioned below. 
It would only be natural that, should Chiang attack the Com- 

munists, the latter would turn for aid to their immediate neighbor, 

the Soviet Union. And as such an attack would probably not be 

launched until after the defeat of Japan, the Communists might 

expect with good reason to receive Russian aid. 

This would be so because following the defeat of Japan Russia 

would no longer be threatened on its eastern borders, because the 

Kremlin’s present need of Chiang Kai-shek’s cooperation would have 

passed, because Stalin would then presumably prefer to have a 

friendly if not satellite Chinese Government on his flank, and be- 

cause the Soviet Union would then have surplus arms in abundance 

for export. 

A Central Government attack would therefore in all probability 

force the Communists into the willing arms of the Russians. The 

position of the political doctrinaires who have been subservient to 

Moscow would be strengthened by such an attack. The present trend 

of the Chinese Communists toward more or less democratic nation- 

alism—confirmed in six years of fighting for the Chinese mother- 

land—would thereby be reversed and they could be expected to 

retrogress to the position of a Russian satellite. 

In these circumstances they would not be a weak satellite. With 

Russian arms, with Russian technical assistance and with the pop- 

ular appeal which they have, the Chinese Communists might be 

expected to defeat the Central Government and eventually to take 

over the control of most if not all of China. It may be assumed that 

a Russo-Chinese bloc, with China as a subservient member of the 

partnership, would not be welcomed by us. The effect of such a bloc
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upon the rest of Asia and upon world stability would be undesirable. 
Chiang Kai-shek and his Kuomintang lieutenants fully realize the 

risks of an attack on the Communists. This may explain the re- 
ported statements of high officials in Chungking that they must pre- 
pare not only for the coming civil war but also for the coming war 
with Russia. Chiang and his Central Government recognize that 
they cannot defeat the Communists and the Soviet Union without 
foreign aid. Such aid would naturally be sought from the United 
States and possibly Great Britain. 
We are of course already supplying Lend-Lease war materials to 

China. All of this equipment is being channelized to the Central 
Government. None of it goes to the Communists. Ironically 
enough Russian military supplies to China, also delivered only to the 
Central Government, have reportedly been given to the 400,000 Cen- 
tral Government troops now understood to be blockading the Com- 
munist territory—and thus immobilized in the war against Japan. 
American Lend-Lease supplies may be expected ultimately to be used 
for a similar purpose. 
American Lend-Lease equipment already delivered and to be de- 

livered during the future course of the war will probably, however, 
not be sufficient to guarantee a Central Government victory in a civil 
war in which the Russians would be aligned against Chiang. In these 
circumstances we may anticipate that Chiang Kai-shek will exert 
every effort and resort to every stratagem to involve us in active sup- 
port of the Central Government. We will probably be told that if 
fresh Amercian aid is not forthcoming all of China and eventually 
all of Asia will be swept by communism. It will be difficult for us 
to resist such appeals, especially in view of our moral commitments 
to continued assistance to China during the post-war period. 

It is therefore not inconceivable that, should Chiang attempt to 
liquidate the Communists, we would find ourselves entangled not only 
in a civil war in China but also drawn into conflict with the Soviet 
Union. 

Thus far we have scrupulously refrained from giving advice to the 
Chinese Government on this dangerous internal situation in China. 
The most we have done was cautiously to express concern over the 
Central Government’s attempts during the winter of 1940-1941 to 
crush the “Communist” New Fourth Army. Mr. Welles reiterated 
this view in general terms during October 1942.91 Meanwhile Madame 
Chiang Kai-shek is appealing to the American people over the head 
of the President and the Chinese Foreign Minister is residing in 
Washington and frankly attempting to influence the formulation of 
American foreign and military policy. 

** See memorandum prepared in the Department of State, October 12, 1942, 
Foreign Relations, 1942, China, p. 248.
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Suggested American Action 

We cannot afford to incur the risk of our present hands-off policy 

toward China. It is a policy of drifting with the course of events. 

We need a more positive policy, one in which we shall have a larger 

degree of control over the shaping of our own destiny in Asia. But 

before we can with assurance formulate such a policy—indeed, even 

before we can with any precision assess the risks confronting us in 

the Kuomintang-Communist rift—we must have our own official 

sources of information in the Communist area. The final decision on 

policy waits on this information. 

No American civil official has visited the Chinese Communist area 

and no American military observer has traveled in it since 1988. We _ 

have been dependent upon unofficial travelers for our information 

about the Chinese Communists. While it has served to construct a 

consistent and probably accurate picture, it is not information which 

carries as much assurance as official intelligence. Certainly, if there 

is to be a turning on the part of the Chinese Communists toward the 

Soviet Union, we shall want the information of the first symptoms to 

come promptly and accurately. And that can be only from a skilled 

American political observer in Communist territory. 

The Communist representative at Chungking, General Chou En-lai, 

has indicated on several occasions that an American political observer 

would be welcomed in Communist territory. The Generalissimo 

would probably not be sympathetic to a request for the despatch of 

a political observer to or the opening of a consulate general at Yenan, 

the Communist “capital”. He would, however, probably agree if we 

placed the request on the grounds of obtaining information and doing 

everything possible in regard to the welfare of Americans in Japanese- 

occupied North China and if we were insistent in our request. 

Parenthetically it may here be observed that we have a stronger 

bargaining position with Chiang Kai-shek than we seem to be willing 

- to acknowledge. He cannot desert us without disastrous result to 

himself and most of his principal supporters. We can, on the other 

hand, accomplish our immediate objective in Asia—the defeat of 

Japan—without his aid. We may have to in any case. 

We need not only political information from the Communist area. 

We need also military information—an accurate estimate of Eighth 

Route Army and guerrilla strength, their present potential effective- 

ness against the Japanese, their future potential against the Central 

Government and an accurate estimate of what we ourselves may be 

able to do against the enemy in North China. It would therefore 

seem desirable to request the Central Government for permission to 

despatch a military observer’s mission to Communist territory. 

The request could be based upon the necessity in planning opera- 

tions against the enemy for a military survey of North China. It



266 FOREIGN RELATIONS, 1943, CHINA 

might be pointed out that North China is an area of major strategic 
importance in the war against Japan; that it is that part of China 
closest to Japan; that we now have no airfields in North China; that 
we wish to survey in that area possible airfield sites; that the main 
strength of the Japanese Army is in Manchuria and North China; 
that we shall therefore probably have to fight the major action against 
the Japanese Army in North China; that it is therefore necessary for 
our Army to have first-hand information regarding conditions in 
North China; and that we wish to plan sabotage activities in North 
China. 

The most effective approach to the Generalissimo with regard to 
the despatch of political and military observers to the Communist 
area would be from the highest American level in Washington 
through the Chinese Foreign Minister. It is felt that negotiations 
on this subject conducted by our representatives in Chungking would 
not carry so much weight as if they were initiated in Washington. It 
is assumed, of course, that, before making any move with regard to 
a military observer’s mission, General Stilwell’s approval would be 
sought. It is likely that he would support such a proposal. 

JOHN Davies, JR. 
[WasHINcToN,]| June 24, 1943. 

893.00/15056 

The Chargé in China (Atcheson) to the Secretary of State 

No. 1295 CHUNGKING, June 26, 1943. 

[Received July 16.] 

Sir: There is enclosed a copy of despatch No. 1 of May 26, 1943, 
from the Consulate at Kweilin * in regard to the seizure and deten- 
tion by the Chinese Special Service Police at Kweilin of Mr. Sa Kung- 
liao, a former newspaper manager and editor. 

Mr. Sa is described in the despatch as a well-known liberal who has 
for some years been associated with movements unsympathetic to the 
Kuomintang and who has consequently been on the Kuomintang’s 
blacklist. Formerly manager of a liberal publication at Hong Kong, 
he has been living in retirement at Kweilin since the fall of Hong 
Kong. 

It is stated in the despatch that his seizure arose from the circum- 
stance that he introduced two Chinese residents at Kweilin suspected 
by the Kuomintang of receiving funds from the Soviet authorities 
for subversive activities to two Soviet military officers of the Soviet 

” Not printed.
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Embassy at Chungking during the latters’ recent visit to Kweilin. 

(It is rumored at Chungking that Mr. Sa was “ouilty of giving too 

many dinners for foreigners” and that he was considered to be suc- 

cessively a spy for the British, the Soviet Russians and the Ameri- 

cans.) The Consulate’s informants believe that the charges against 

the two suspect Chinese are patently false. Shortly after Mr. Sa in- 

troduced the two parties to each other he was kidnapped by the Spe- 

cial Service Police and taken to a concentration camp where he is 

said to be detained pending the receipt by the Police of further 

instructions from Chungking. 
It is indicated in the despatch that this action has convinced liberal 

elements at Kweilin that any open criticism of the Central Govern- 

ment authorities will be ruthlessly suppressed, by illegal means if 

necessary. These elements maintain that the conflict is not merely 

between the Kuomintang and the Communists but between the Kuo- 

mintang and all dissenting groups in China regardless of their 

importance. 
The Embassy is of the opinion that this reported action is but fur- . 

ther evidence of the Kuomintang’s resolve to maintain its power by 

the suppression of any opposing elements. There does not now exist 

in China any political group, except for the Communist Party, which 

is of sufficient power and importance effectively to oppose the Kuo- 

mintang. The Communist Party strongly believes that its army rep- 

resents the only guarantee against its liquidation. Due to the present 

lack of any important liberal group and to the widespread use by the 

Kuomintang of its secret police, it would seem to be extremely difli- 

cult for any movement among purely liberal and democratic groups 

to make any progress in their efforts to achieve a position of power 

so long as that position threatened the control of the Kuomintang. 

Any effective threat to Kuomintang control as exerted at present 

would, therefore, seem to be possible only from the Communists, 

from a break-up of the Kuomintang itself or from the withdrawal 

of support by various military groups within the army. Given the 

temper of liberal elements within China and with a continuation of 

present circumstances, the Communist Party might draw to it in 

a United Front effort the support of democratic groups in China. 

The Communists themselves feel that there are such groups with 

which they would be willing and able to cooperate and which may 

in time be driven to such action by the Kuomintang’s present policy. 

A split-up of the Kuomintang or the ascendency to power within 

the Party of its more liberal elements with the consequent decrease 

in the influence of the reactionary “CC” clique would similarly rep- 

resent an improvement in the position of all liberal elements in China. 

The possibility of military factions striving for control after the war 

332545—57——18
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cannot, however, be dismissed, for with the continued conserving 
of Chinese military strength, which is now felt by many observers 
to exist, and the delivery to the Chinese armed forces of additional 
Lend-Lease equipment those who control the armies will be in a 
strong position to dictate terms to any opposing group. Such an 
outcome of the struggle for power in China is viewed as a distinct 
possibility by some Chinese who add that Generalissimo Chiang 
Kai-shek would not in any case be eliminated from the scene but 
would remain as a symbol for those in power. There seems, however, 
at present, and probably until the end of a war from which China 
will emerge as one of the victorious United Nations, little likelihood 
of any change in the Kuomintang attitude and policy toward the 
liberal elements and in the existing political set-up. 

Respectfully yours, GroRGE ATCHESON, JR. 

761.93/1720: Telegram 

The Secretary of State to the Chargé in China (Atcheson) 

WASHINGTON, June 29, 1948—3 p. m. 

823. Reference Moscow’s telegram no. 663, June 15, 10 a. m. (which 
was repeated to you) quoting Vladivostok’s telegram no. 65, June 
11, 11 a. m. 

The Department would like to have any information you have or 
may be able to obtain on this subject. 

HULL 

893.48/4055 : Telegram 

The Chargé in China (Atcheson) to the Secretary of State 

CHUNGKING, June 30, 1943—noon. 
[Received July 1—noon. | 

1059. Honan famine. In a despatch dated June 14 the Embassy 
officer at Sian comments on Honan famine conditions as follows: 
American and other observers feel that the worst of the famine is 

over but that rehabilitation problems will be stupendous. A good 
wheat harvest assures sufficient food and if the ample rainfall during 
the spring 1s followed by seasonable showers in the summer the fall 
crops of kaoliang, millet, maize and beans should be good. Although 
the famine conditions are ended, people are still dying in large num- 
bers from malnutrition and recurrent fever (epidemic in some 
districts).
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Foreign relief committees have ceased direct relief except in des- 
perate cases and are concentrating on aid to orphans, widows and 
transients (transients are coming into unoccupied Honan from Hopei 
and occupied Honan due to failure of wheat crop there and this now 
constitutes one of the chief relief problems) and on free medical aid 
to transients. Relief committee at Loyang plans to embark on soval 
rehabilitation program in the autumn when conditions may be worse 
than at present with return of further refugees who left Honan dur- 
ing the famine. The people have been scattered, much of the land 
has been bought up by wealthy landlords, homes have been destroyed 
and the killing of livestock has been a severe blow to the farmers. The 
foreign relief committee obtained a grant from the Chinese Govern- 
ment for the purchase and distribution of animals in areas where 
livestock had been slaughtered but recent reports indicate that 
Chinese troops stationed in those areas have been taking away the 

animals. 
The heavy concentration of troops in Honan has been a heavy 

burden on the people through their oppression of the population, 
heavy exactions and plundering. The cost of living is still high but 
flour, which sold for Ch$1,000 a bag of 30 pounds at height of famine, 
is now $160. Foreign missionaries in Honan live on meager fare, not 
being able to afford meat and fruits. 

ATCHESON 

893.00/15074 

The Ohargé in China (Atcheson) to the Secretary of State 

No. 1310 CuHuNGEING, June 30, 1943. 
| [Received July 24.] 

Sir: There is enclosed a copy of despatch No. 3 of June 4, 1943, 
from the Second Secretary at Sian ** on the subject of conditions in 
Kansu. 

According to the despatch, American missionaries have reported 
that when they left there in May conditions in Kansu remained upset 
with the highway from Lanchow to Minhsien closed to traffic. The 
latter town was reported to be the center of disturbances, led by one 
Ma, Tien-hsuan, directed against Ku Cheng-lun, Chairman of the 
Kansu Provincial Government. It is stated in the despatch that in 
all probability the people in Kansu are restive over conscription prac- 
tices, taxes and the rising cost of living as well as increasing National 
Government control of the province. According to a Chinese source, 
six divisions of Chinese troops were being sent into Kansu to quell the 

disturbances. 

** Not printed. |
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Troops seen on the road from Sian to Lanchow by American ob- 
servers were understood by those observers to be en route to Sinkiang. 
While well-equipped with rifles and machine-guns, their morale and 
physical condition appeared to be poor. | 

Respectfully yours, GrorcE ATCHESON, JR. 

893.00/15072 | 

The Chargé in China (Atcheson) to the Secretary of State 

No. 1812 CHUNGEING, June 30, 1943. 
[Received July 24.] 

Sim: There are enclosed a copy of despatch No. 2 of June 8, 1948 
from the Second Secretary at Sian and a copy of a memorandum, 
transmitted therewith, of a conversation with General Hsiung Pin, 
Chairman of the Shensi Provincial Government. The despatch and 
memorandum deal with conditions in Shensi and with the Chinese 
communists, whose principal base is in the northern part of that 
province. : 

It is stated in the despatch that Shensi has been subjected to a very 
heavy drain on its supply of foodstuffs because, as a result of the 
Honan famine, it has had to provide a larger proportion of the food 
required by the large military concentrations in the northwest, which 
according to a Chinese source include twenty armies in Shensi and 
eastern Kansu alone. Prices in Shensi have been very high and the 
people increasingly restive, but peace and a measure of stability thus 
far have nevertheless been maintained there. 

According to General Hsiung, the communists are enveloped on 
three sides by National Government forces and for that reason have 
been unable to expand their special area in northern Shensi. He 
stated that their armaments are inferior, that they are inactive against 
the Japanese and that as a result of their poverty they have led a very 

bitter existence and have been forced to produce opium for shipment 
to occupied areas. General Hsiung said he did not believe the com- 
munists could gain control of North China and Manchuria when the 
Japanese withdraw therefrom because they lack sufficient military 
strength and popular support and because the puppet forces under the 
command of Wang Ching-wei, with whom the National Government is 
in touch, will cooperate with the latter in opposing the communists.” 

Respectfully yours, GEORGE ATCHESON, JR. 

* Neither printed. 
*In a memorandum dated August 13, 1943, Augustus S. Chase of the Division 

of Far Eastern Affairs observed: ‘Of especial interest is General Hsiung’s vir- 
tual admission that the Chungking Government has an understanding with Wang 
Ching-wei’s puppet forces which calls for joint opposition to the Communists 
following the withdrawal of the Japanese from north China and Manchuria.”
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761.98/1728 

Memorandum of Conversation, by Mr. Robert S. Ward of the Division 
of Commercial Policy and Agreements 

[Wasuineton,| July 2, 1943. 

Last night at a small informal dinner at the Statler Hotel, I sat 
next to Major General P. T. Mow.®* In the course of the evening 
Mow told a story from Chinese history of one of the great states 
taking advantage of a war between two smaller countries to allow 
them to exhaust themselves, whereafter the great state was able to 
take them both over. He had spent a year, he said, in Russia in 
1925-26 studying military science there, and speaks Russian. Russia, 
he asserted, was to blame for the present war.* If she had not made 
a non-aggression pact with Germany, Germany would not have dared 
to fight in Europe and she was, he felt, to blame for Pearl Harbor 
also, because she had made a non-aggression pact with Japan prior to 
the latter’s attack. Japan would never have struck at the United 
States “if she had had to leave her back door open”. 

Of lend-lease shipments to Russia by boat, he alleged that about 
two out of five go ultimately to Japan. Japan was supplying Russia 
with rubber in return. 

General Mow went on to say that he was in Chungking when 
Willkie * was there; when one of the guests interrupted to ask him 
if it was true that China was receiving as much aid from Russia as 
Willkie said—there was supposed to have been a, line of trucks fender 
to fender on the road through Hsinkiang bringing supplies to China— 
Mow replied, “I don’t think so. I don’t think there was a single truck. 
On the contrary,” he said, “Russia is getting stuff from China. She 
wants Chinese wool.” 
When Mow was last in China he went one morning to see H. H. 

Kung. Mr. Kung was sick in bed and very angry. The Russian 
Ambassador * had just left, having insisted on seeing Kung about a 
very important matter which turned out to be the arrangement for 
payment for wool purchases. The Russians were determined, Mow 
claimed, on paying for these shipments at the New York price, i. e., the 
lowest one, and at the official rate for Chinese currency, while they 
themselves bought this Chinese currency on the black market in China. 
Meanwhile, Mow claimed, for the gasoline which the Chinese were 

* Of the Chinese Purchasing Commission. 
* This and other statements made by the General are quoted here not because 

they are believed to be true—the General himself must suspect the accuracy of 
Some of them—but because of their importance as the reflection of an attitude of 
mind.—rsw [Footnote in the original.] 
Wendell Willkie, Republican nominee for President in 1940, who visited 

China and other countries in behalf of the war effort in 1942. 
* Alexander Semenovich Panyushkin.



272 FOREIGN RELATIONS, 1943, CHINA 

purchasing from the Russians they had to pay the current price in 
Chungking. 

In 1938, Mow alleged, Russia had sent emissaries to Hsinkiang, 
where they forced Sheng Shih-tsai to sign an agreement giving to 
Russia all the tin in Hsinkiang province. Again last fall when Baku 
was threatened and Russia thought that she was losing her oil supply, 
she forced Sheng to sign another agreement leasing all the oil. In 
the negotiations for this agreement Sheng wired the Generalissimo 
and was told that China wanted to keep on friendly terms with 
Russia. Thereafter, however, two Russian tanks crossed the Hsin- 
kiang border, according to Mow, and Sheng, after having reported 
the matter to Chungking, threatened to close all Russian offices in 
Urumchi. The Russians thereafter became conciliatory and a settle- 
ment was reached, Mow indicated, on a basis of a 50-50 division of 
the oil between Russia and China. 

Asked by one of the guests if he believed Russia would lend her 
territory to the United Nations for use as air bases against Japan he 
replied that he felt certain that she would not do so, that she had no 
interest in helping America against Japan. 

To another question as to whether he believed Russia would attempt 
to seize Chinese territory when she was free to do so, he replied, “Sure 
she will.” He then drew a rough sketch map of China locating the 
province of Hsinkiang on it, and asserted that Russia planned (or 
was engaged in?) building air fields in southern Hsinkiang from 
which she intended, he claimed, to attack India. 

He then went on to say that what Russia wanted was an outlet 
through the Persian Gulf—that if she went through the Baltic to 
the English Channel she would just be going through the English 
Channel (by which he meant that the channel would always be con- 
trolled by England) and that by going out through Vladivostok she 
would just be going through the Sea of Japan. At the Bosporus 
there was Turkey (barring the way). But the Persian Gulf was 
relatively more open, and (according to Mow) until she was attacked 
by Germany “Russia hoped that an Axis victory would give her the 
Persian Gulf.” 

General Mow also said that Russia had shown her hand in her at- 
tack on Finland. and Poland, and if she had just been able to restrain 
herself in Bessarabia her plans would have worked out, but she moved 

too rapidly. 
Russia’s real object, according to Mow, was the spread of the doc- 

trines of Communism. She wanted to make, he said, all other coun- 
tries Communistic. The dissolution of the Comintern meant nothing; 
Russia no longer needed it: “The glass was already cracked.” 

General Mow claimed that a ranking American officer who had 
recently returned from Chungking had predicted that Russia would
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show a definite interest in Northern Manchuria at the close of the 
war, and he recalled that when Matsuoka left Moscow after signing 
a nonaggression pact with Russia, Stalin saw him off at the station. 
That was, he said, a very rare thing and indicated how Russia felt 
toward Japan. 

In comment on these observations three things may be noted—first, 
General Mow comes from Fenghua, General Chiang Kai-shek’s home 
town. He attended the Whampoa Academy in Canton when Chiang 
was its president, and after Chiang came back from Moscow he went 
there. These associations with the Generalissimo are sufficiently close 
to suggest that Mow probably reflects the point of view of an influen- 
tial group in the Chinese Army if not in fact that of the Generalissimo 
himself. 

A second point of importance is the fact that all through the eve- 
ning General Mow talked as if he considered Russia China’s enemy 
rather than Japan. An outsider, listening to the conversation, would 
not have imagined that the guests were all of them nationals of coun- 
tries at war with Japan; he would have concluded that Russia was 
the antagonist. 

_ The third point of almost equal significance was the sympathy with 
which General Mow’s remarks were received by the other guests. 
Everyone present except myself expressed at one point or another 
the heartiest approval of the General’s statements. As an instance 
of this feeling, another of the guests, a high ranking officer of a war- 
time agency in Washington, expressed relief that a shortage of ship- 
ping would delay some of the lend-lease supplies which were going 
to Russia. 

893.00/15043 : Telegram 

The Chargé in China (Aicheson) to the Secretary of State 

Cuunexine, July 2, 1948—9 a. m. 
| [Received 4:55 p. m.] 

1066. Embassy’s 1012, June 24,2 p.m. Ina despatch dated June 
14 the Embassy officer at Sian reports information received from 
informed local military officials confirmatory of previous reports 
that there are large concentrations of Chinese troops at [in] Shensi, 
Honan and Kansu provinces; that the function of these troops is, 
in addition to guarding against Japanese incursion, the enforcement 
of a blockade against Chinese Communists in North Shensi; that the 
troop concentrations extend from Tungkwan, Honan province, south- 
westward through Sian and in a semi-circle into eastern Kansu at 
least as far as Kuyuan (east of Lanchow) ; that in the north the 
Communists are contained by Ninghsia Provincial and National Gov-
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ernment troops; and that the blockade maintained against the Com- 

munist area is apparently as stringent as ever. 

According to the informants cited, the Communists control all of 

Shansi north of Taiyuan except for some towns and lines of com- 

munications. The informants admitted the Communists have not 

recently clashed with Central Government troops and made the fa- 

miliar accusation that the Communists employ unfair method in ex- 

panding the area under their control. One of the informants stated 

that there had been minor withdrawals of Japanese troops from 

Shansi and replacement of them by puppet forces with which the 

Central Government forces were in “constant contact”. 
ATCHESON 

761.93/1722 : Telegram 

The Chargé in China (Atcheson) to the Secretary of State 

Cuunexine, July 3, 1943—noon. 
[Received 12:07 p. m.] 

1079. Embassy’s 939, June 16, 10 a. m.” In a despatch of June 

15, Clubb at Tihwa reports that the Governor of Sinkiang has in- 

formed him that roughly three-fifths of the Soviet troops formerly 

stationed in the province had already reached the Soviet Union; that 

one-fifth were in movement toward the Sinkiang-Russian border ; that 

the remaining fifth were temporarily in Hami; and that the Russian 
Air Force planes had not yet left and would probably comprise the last 

unit of the Soviet military establishment to depart. Governor Sheng 

stated also that all of the Soviet military and technical advisers had 

left Tihwa and that while some were still in other points in the prov- 
ince awaiting transportation they had ceased functioning. 

According to the special Commissioner for Foreign Affairs at 
| Tihwa, the Soviet troops and advisers were being withdrawn upon 

initiative of the USSR Government. The Commissioner stated that 
the Chinese had not requested that the Soviet troops be withdrawn 
and had in fact, upon learning of the proposed withdrawal of the 
advisers, endeavored to persuade the Soviet Government to continue 

the latter in service in Sinkiang. The Commissioner added that the 
advisers, whose number he gave as 112 for the entire province, had 

not exercised any political authority in Sinkiang. 

Despatch follows. 

Repeated to Moscow. 
_ ATCHESON 

*” Not printed, but see despatch No. 11, June 5, from the Consul at Tihwa to the 
Chargé in China, p. 249.
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761.93/1723 : Telegram 

The Chargé in China (Atcheson) to the Secretary of State 

| CuHuUNGKING, July 4, 1948—1 p. m. 
| Received July 4—11: 50 a. m.] 

1087. Moscow’s 663, June 15, 10 a.m. and Department’s 823, June 29, 
5 [3] p.m. Under date of June 22 the Embassy made telegraphic 
request of the Consulate at Tihwa for information on this subject and 
is now telegraphing the Consul to expedite his report. 

On July 1 an officer of the Soviet Embassy in conversation with 
officers of this Embassy confirmed in general statements made in 
Moscow’s reference telegram as to allegiance of Chinese Consulates 
but was vague and uninformative as regards Chinese imprisoned in 
Siberia. 
We will endeavor to obtain further information. 
Repeated to Moscow. 

ATCHESON 

893.00/15049 : Telegram 

The Chargé in China (Atcheson) to the Secretary of State 

Cuunexkine, July 6, 1948—10 a. m. 
[Received July 7—4: 22 p. m.] 

1097. 1. Well informed Chinese has given an officer of the Em- 
bassy the following account, with his comment, of the Kuomintang- 

Communist negotiations and the return to Yenan of General Chou 
En-lai, Communist representative at Chungking, which were dis- 
cussed in Embassy’s 1012, June 24, 2 p. m. . 

(2) During the recent negotiations at Chungking Chiang Kai- 
shek offered Chou and General Lin Piao, Communist representative 
from Yenan, terms as follows: . 

The Communist Party to be accorded legal status with the right to 
establish its party organization throughout China provided it gives 
up its border government at Yenan and the district governments under 
its control and places its army under the command of the Central Gov- 
ernment. (Communist army units would then be scattered through- 
out Free China.) Chiang requested that he be given an answer by 
the end of August and stated that in the absence of acceptance by the 
Communist Party he would be forced to take “appropriate steps”. 
The People’s Political Council is scheduled to meet in September and 
if the Communist Party rejects the proposed terms the Council is 
expected to issue a statement denouncing the Communists for their 
obstructive tactics.
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(6) The Communist Party is adopting a firm stand and it is un- 
likely that it will accept these terms. Future developments will then 
depend largely upon the international situation. If the Burma Road 
is reopened and the Central Government’s army received sufficient 
equipment to enable it to become a factor in driving the Japs from 
China, Chungking should be able to regain possession of the North 
China area. The Communists would then be in no position to oppose 
strong Central Government forces and the Kuomintang-Communist 
problem would no longer exist (by inference the Communists would 
be liquidated). If the Central Government troops are not sufficiently 
well equipped to become a factor in the defeat of Japan and if Jap 
withdrawals from China are caused by pressure from American and 
British naval and other forces, the Chungking Government will not 
be sufficiently strong to reoccupy North China and will instead be 
faced with a Communist occupation of that area and Manchuria. The 
Central Government would then not wish to bring matters to a head 
by attacking the Communists for fear of criticism that it had fomented 
civil war in China. The Communist Party would be well advised to 
accept Chiang’s proposals as it then would gain the good will of the 
people through this evidence of its willingness to cooperate for unity. 

2. The informant is strongly nationalistic and his views may be 
assumed to represent at least partially those of the Chungking Gov- 
ernment. They are at any rate indicative of the intention of the 
Kuomintang to obtain by one means or the other the removal of the 
Communists as a factor of any importance in China and in some 
respects they support the contention of the Communists that the 
Central Government’s appeals for military aid derive as much from 
the Government’s desire to liquidate the Communist army as they 
do from a desire to defeat the Japanese. 

ATCHESON 

%761.93/1724 : Telegram 

The Chargé in China (Atcheson) to the Secretary of State 

Cuuncxine, July 7, 1943—2 p. m. 
[Received July 9—10:12 a. m.] 

1116. Embassy’s 1087, July 4, 1 p. m. 
(1) Following is substance of statements made to member of Em- 

bassy staff by a Counselor of Chinese Embassy in Russia recently 
arrived here via Sinkiang: 

Central Government “took over” the five Sinkiang-Soviet border 
Consulates beginning last November but only personnel transfers in- 
volved were Consul at Alma Ata and Zaisan. Beginning last year
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Soviet has gradually released “several thousand” (exact number could 
not be obtained by Chinese Embassy in Russia) Chinese who have 
been interned in Siberia. There are still probably one or two thousand 
detained. In addition some 20,000 Chinese are living and working 
in the Soviet Union. 

(2) Tihwa reports that information there indicates that Chamuein 
[change in?] status of Chinese border Consulates was due to initiative 
of Chinese Foreign Office. 
We are asking Tihwa for more comprehensive information. 
Repeated to Moscow. 

ATCHESON. 

893.00/15050 : Telegram. 

The Chargé in China (Atcheson) to the Secretary of State 

CHuNGEING, July 8, 1943—noon. 
[Received 1:17 p. m.] 

1125. 1. The secretary of General Chou En-lai, Communist Party 
representative at Chungking, called July 7th and offered an officer 
of the Embassy information and comment regarding recent. develop- 
ments in the Kuomintang-Communist situation as follows: 

(a) The Communist representatives at Chungking have received 
a report from Sian that General Hu Tsung-nan has recently trans- 
ferred seven divisions of Central Government troops including an 
armored unit from the Honan area south of Yellow River to Lochwan 
(near border between Kuomintang and Communist areas in Shensi). 
They have received a report from Yenan quoting a telegram which 
General Chu Teh, Commander-in-Chief [of] Communist area, sent 
on July 4th to General Hu in which Chu warns of the harmful results 
of civil war and protests against massing of Central Government 
troops in this area. (The informant states that there were already 
approximately 14 divisions of Central Government troops in that 
region and that the troops of General Yen Hsi-shan are stationed 
east of this area in Shansi.) The Communist Party representatives 
at Chungking have sent a copy of this telegram to General Chang 

Chih-chung, Director of the Political Training Board of Ministry 
of Military Administration, and to Dr. Wang Shih-chieh, Chief 
Secretary General of the People’s Political Council. The Communist 
newspaper at Chungking was not permitted to publish the message 
of the Communist Party prepared for the double seventh (July 7) 
special edition. Generals Chou and Lin Piao whose plans for a 
return to Yenan were reported in Embassy’s 1012, June 24, 2 p. m., 
are now somewhere between Kwangyuan (north Szechuan) and
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Paochi (railhead in Shensi) en route to Sian. It is not believed that 
they are aware of these developments although Chou prior to his 
departure from Chungking predicted that the Central Government 
might be expected to exert pressure of this sort in order to settle 

Kuomintang-Communist differences. 
(6) While Chiang Kai-shek’s permission must have been obtained 

for the transfer of these troops to border area and while it is not 
believed that the Kuomintang desires at present to come to an outright 
clash with Communists, there is a possible danger that the situation 
may develop along lines similar to those at time of the New Fourth 
Army incident in January 1941 when local commanders of Central 

Government troops acted against the Communist troops without prior 
reference to the Chungking authorities. 

(c) The Central Government feels that it is in position to “black- 
mail” its allies in the matter—that is, the Central Government con- 
siders that it can adopt an openly harsh attitude against Communists 
without risk of open criticism or interference by China’s allies because 
of the latter’s fear of giving offense or of injuring their relations with 
China in any way which might adversely affect the Central Govern- 
ment’s willingness to keep at war with Japan. American, British 
and Russian failure to interfere with such action by the Chinese 
Government would be in the nature of a “concession” in order to keep 
China in the war. Soviet Russia has in a sense made one such con- 
cession by its withdrawal from Sinkiang. The Communist Party 
would also be compelled to make concessions of some kind in order to 
prevent civil war and in order to avoid condemnation by United 
Nations. General Chiang probably feels that the dissolution of Com- 
intern has given the Kuomintang a freer hand with the Communists 
and this feeling together with the above described situation has re- 
sulted in his stronger attitude toward the Communists. Pressure on 
Communists for their acceptance of Kuomintang terms may be ex- 
pected to continue and perhaps to grow stronger. 

2. Following is the substance of the telegram sent by Chu to Hu on 
July 4, a copy of which the Embassy obtained from a reliable addi- 
tional source. 

Begin summary. Itis generally said that the Central Government 
plans to utilize the opportunity offered by the dissolution of the Comin- 
tern to attack the Communists. You have brought many troops from 
Honan and are sending ammunition and food to this area. Since your 
arrival in the Lochwan—Ichun area there have been many evidences of 
military activity. You have urged your generals to make prepara- 
tions for an attack. There is danger that civil war may break out at 
any time. Atatime when our war against Japan is at a difficult stage, 
everything should be done to maintain unity. National unity and 
national resistance would suffer irreparable harm from a civil war 
which will benefit only Japan. This unexpected change in the situa-
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tion has greatly surprised us and leaves us in doubt. Please reply. 
E'nd summary. 

We have been reliably informed that Chu again despatched the tele- 
gram to Hu on July 6 as he had not at that time received a reply. 

3. Although this situation undoubtedly has serious aspects, the 
Embassy is of the opinion that the Central Government is not likely 
under present circumstances to undertake direct military action against 
the Communists, first, in general, because of the adverse reaction which 
could be expected to result among the United Nations, particularly in 
the United States and Britain, upon whom China depends for the 
defeat of Japan, direct military aid and assistance in Chinese post- 
war reconstruction plans; and, second, specifically because of the effect 
on Chinese relations with Soviet Russia and Chinese continuing hopes 
that Russia will eventually enter the war as an ally of China against 
Japan. It seems improbable that the Kuomintang leaders will wish 
to be responsible in the eyes of the United Nations for causing civil 
war, and the reported massing of Central Government troops would 
appear to be a form of pressure upon the Communists to accept Kuo- 
mintang terms which is not intended to extend to the point of actual 
conflict. 

ATCHESON 

893.00/15081 

The Chargé in China (Atcheson) to the Secretary of State 

No. 1330 Cuunexina, July 8, 1948. 
[Received August 4. ] 

Sir: With reference to the Embassy’s despatch no. 1312 of June 30, 
1948, concerning conditions in Shensi Province, there is enclosed a 
copy of a memorandum ? of conversation with Dr. Basu, a member of 
the Indian Medical Unit in China, in regard to conditions in the 
Communist-controlled areas in north China. 

Dr. Basu is a member of the Indian Medical Unit sent to China by 
the Indian National Congress Medical Union in 19388. Following the 
fall of Hankow in October 1938 and the subsequent threat to Ichang, 
the group proceeded under orders of the Chinese Army Medical Corps 
to the north China area where it remained until the time of the New 
Fourth Army Incident in January 1941 when the Indian National 
Congress, at the request of the Central Government, recalled the Unit 
to India. Dr. Basu, who was then in the Wutaishan area, did not 
receive the orders for his recall until a later date and, feeling that 
his services were badly needed by the Communist troops in that area, 
did not leave north China until May 1943. 

* Not printed.
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Dr. Basu states that economic conditions in the Communist-con- 
trolled areas are now considerably better than in 1942 and that the 
general price level is about half that obtaining at Chungking. The 
serious shortage of many commodities and foodstuffs in 1942 im- 
pelled the Border Government (Communist) at Yenan to release all 
government officials, except the most essential, and many of the troops 
for service in industrial and agricultural productive units. Central 
Government troops maintain a fairly effective blockade of the Com- 
munist-controlled areas which is directed particularly toward prevent- 
ing cotton and iron from reaching the Communists. Some supplies 
of these materials do, however, get through the blockade, perhaps with 
the connivance of the Central Government troops. 

The Communist troops are said by Dr. Basu to confine their mili- 
tary operations against the Japanese to defensive action as they are 
not sufficiently well-equipped to assume the offensive. The Com- 
munists pay particular attention to the establishment of strong bases, 
economically and politically, in the areas which they occupy, for 
without the support of the people it is impossible for them to operate 
behind the enemy lines. As evidence of the popular support the Com- 
munists enjoy he cites many Communist-controlled areas behind 
Japanese lines and points out that Central Government troops are 
not found in such areas chiefly because their oppression of the people 
deprives them of the support of the people necessary for their exist- 
ence in those areas. Political support of the people is obtained 
through the establishment of representative governments in Com- 
munist-occupied districts which are elected by the vote of the people 
and in which the Communist representation is limited to one-third, 
the remaining two-thirds being shared by Kuomintang members and 
non-party persons. Economically, the Communists encourage the 
organization of cooperatives and home industries which prevent raw 
materials, particularly cotton in the Communist areas in Hopei, 
reaching the Japanese and provide commodities for the people. 

The absence of any comment on the part of Dr. Basu critical of 
Communist activities is perhaps partially the natural result of four 
years’ work in the Communist areas among people with whom he may 
feel sympathetic from the standpoint of a person who himself opposes 
in India a ruling class. (He claims, however, that he is a member 
of the Indian National Congress Party and not a Communist.) At 
the same time, it is worth noting that all foreign observers (and the 
majority have not been Communists) who have lived or traveled in 
the Communist-controlled areas in recent years have had much the 
same reaction to Communist activities there as that of Dr. Basu. 
There is doubtless a studied effort on the part of the Communists to 
show foreigners only the favorable side of the situation there, but 
one cannot escape the conclusion that, without regard to the ultimate
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aims of the Communist Party in China, the Communists are following 
a policy which has increased their standing among the majority of 
people in the areas which they control.? 

Respectfully yours, Grorce ATCHESON, JR. 

893.00/15059 : Telegram 

The Chargé in China (Atcheson) to the Secretary of State 

CHUNGKING, July 9, 1943—4 p. m. 
[Received July 17—4: 45 p. m.] 

1186. Embassy’s 1125, July 8, noon. Admiral Yang, Chief of 
Chinese Intelligence, has been very helpful to our Naval and Military 
Attachés and has inspired them with confidence in his judgment and 
in the general accuracy of his statements (he frequently contradicts 
those of the military spokesman). He is often called upon in high 
places to give the determining opinion in regard to developments. 
My personal relations with him are in nature of those of an old 
friend of many years standing. We accordingly consider that infor- 
mation and comment from him are worth attention. 

I have had opportunity to mention to him casually that we have 
heard rumors of possible trouble with Chinese Communists. He 
confirmed the report that considerable bodies of troops had been 
moved into Shensi but stated categorically that Central Government 
forces had no intention of attacking Communists. He said that Gov- 
ernment felt that “blockade” was necessary to prevent expansion by 
Communist troops and border government and that there was no 
question that the Communists continued to be under influence from 
Moscow, thus incidentally throwing into relief the continuing sus- 
picions of Russian motives which exist in many important quarters 
here. He expressed the opinion that an open Kuomintang-Com- 
munist conflict would not occur at any time pending conclusion of the 
war but intimated that he felt such conflict was almost inevitable 
after the war. 

ATCHESON 

*In a memorandum dated August 10, Augustus S. Chase of the Division of Far 
Eastern Affairs made the following comment: 

“There is little new information in the memorandum, but the following points 
are perhaps of especial interest: 

“Despite the Central Government’s blockade of the Communist areas, some 
wool and iron get through to the Communists, perhaps with the connivance of 
the Central Government troops. As far as Dr. Basu knows, there is no truth 
in the charges that the Communists are cultivating opium in Shensi. The Com- 
munist Army’s spirit is superlative. Its total strength is about 500,000-600,000. 
Increased production has solved the Communists’ food problems. The chief 
problem is an acute lack of medicines. The Communists manufacture their own 
mortars and rifles from steel rails taken from Japanese-controlled railways. 
They can carry on defensive war indefinitely.”
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800.00B Communist International/309 : Telegram 

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

Moscow, July 10, 1948—noon. 
[Received July 11—6: 05 a. m.] 

838. Department’s 455, June 18, 9 p. m., regarding attitude of 

Soviet press toward Chinese Communists since dissolution of 
Comintern. 

Red Star for July 7th published a 4-column survey by Colonel 
Tolegevov [Z'olchenov] of 6 years of the Sino-Japanese war. This is 
the only Soviet press item appearing in recent months to the Em- 
bassy’s knowledge pertinent to the Department’s inquiry. 

Most of the article factually summarizes the results of military 
operations during the war. Events are periodized into two phases. 
In the first, to the fall of 1938, Japan was on the offensive in China. 
Since then Japan has been able to launch only limited operations. 

The conclusion is reached that Japan failed to achieve her objective 
in China despite her advantages largely because the Chinese people 
achieved “unity of all the national forces of the country” against the 
threat to their political existence. 

With the beginning of the Pacific war “the struggle in China be- 
came one of many fronts of the world war.’? The Chinese aid to the 
British at Hong Kong and in Burma is referred to. The loss of 
Burma is described as a grievous blow to China cutting her off from 
almost all help from her American and British allies. 

The article points out, however, that China’s general military situ- 
ation has now improved since Japan is forced to concentrate her main 
forces in the Pacific and is not in a position to undertake large scale 
operations in the Chinese theater which is for Japan “of secondary 
significance.” 

The article refers frequently to the Chinese partisans. It regards 
their activities as a major factor making for successful Chinese re- 
sistance. Moreover, it declares that in the hinterland of much of the 
Japanese occupied territory the Chinese Government is still function- 
ing “under the protection of partisan detachments.” 

The article is extremely cautious regarding political matters. Its 
omissions, however, may be significant. Thus, no credit for Chinese 
success is given to Chiang Kai Shek or other political leaders, none 
of whom are even mentioned. At the same time no political charac- 
terization of the partisans is attempted. To the improvements in the 
Chinese Army’s tactics is attributed part of China’s success. There 
is no explicit condemnation of Japan, but the pro-Chinese bias of 
the article is obvious.
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The article pays tribute to the Chinese people. It refers to the 

partisans after 1938 as embracing “ever broader masses of the Chinese 

people.” 
It concludes, “The Chinese people continue courageously to fight 

for its liberty and national independence.” 
STANDLEY 

893.00/15067 : Telegram 

The Chargé in China (Atcheson) to the Secretary of State 

CuHUNGKING, July 18, 19483—4 p. m. 
[Received July 23—12: 41 p. m.] 

1173. Embassy’s 1136, July 9,4 p.m. According to Admiral Yang, 

Chou En-lai is now in Sian talking with General Hu Tsung-nan. 

Admiral Yang continues in his opinion that fighting will not break 

out as the Government realized that hostilities are not desirable from 

its point of view and as the Communists are not strong enough to take 

offensive action. He stated that, however, “some” Central Govern- 

ment troops have been moved into position as a precautionary 

- measure. 
According to Communist sources here, Central Government troops 

at one place recently fired several rounds of trench mortar shells at 

Communist outposts and were engaged in making reconnaissance of 

the topography of the region. 

| ATCHESON 

893.00/15070 : Telegram 

The Chargé in China (Atcheson) to the Secretary of State 

Cuunckine, July 14, 1948—noon. 
| [Received July 23—3: 37 p. m.] 

1183. Embassy’s 1178, July 18, 4 p. m., and previous. A Counselor 

of Soviet Embassy together with a Press Attaché of the Embassy, who 

acted as interpreter, called on me this morning “to exchange views” 

in regard to the Kuomintang-Communist situation. From his re- 

7 marks it appears that the information in possession of the Soviet Em- 

bassy on recent developments is similar to ours, except the Counselor 

stated that Central Government troops had within the last few days 

fired on Communist outposts or positions in as many as 10 different 

places. He expressed the opinion that Chinese Government by mov- 

ing more forces to the “border” area were probably hoping to exert 

pressure on Communists to accept Generalissimo’s terms and that 

Government realized that it would not be desirable, from the point of 

view of China’s international relations, to launch military attack 

332545—57——19
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upon the Communist forces at this time. He expressed apprehension, 
however, lest civil war break out as a result of possible independent 
action by individual Central Government troop commanders and said 
that, according to his Embassy’s information, the situation along the 
“border” was “very tense”. 

This approach by Soviet Counselor seems to us to be of interest, in- 
cidentally, because it is the first time within our recollection that 
Soviet Embassy has so unequivocally shown concern in the fortunes 
of Chinese Communists and because of the seriousness with which 
Soviet Embassy apparently regards the recent developments. We for 
our part are still of the opinion that Chinese Government is not de- 
liberately planning to resolve the issue by resort to arms, but that 
there exists and will continue to exist so long as Central Government 
maintains large troop concentrations in the so-called “border area” 
a possibility that there may be precipitated some incident which con- 
ceivably might have very unfortunate results. 

When occasion has arisen in private informal conversation with 
Chinese officials we have, of course, expressed the opinion that the out- 
break of anything in the nature of a civil war in China would be most 
unfortunate; we do not, however, believe that it would be advisable 
or productive for us here to make any direct approach in the matter 
at this time. We have the impression that General Stilwell has en- 
deavored for a long time to persuade the Chinese military authorities 
to move Hu T'’sung-nan’s troops, which are considered to be among 
the best and the best equipped of the Chinese Army to Yunnan or some 
other area where they might contribute something to the war effort, 
but the Chinese Government (the Generalissimo and his reactionary 
supporters) have remained adamant and are and will continue to be 
relentless in their efforts to eliminate the Communist question if they 
can do so without forcing the issue to the extent of open hostilities. 
(There are now possibly more than 400,000 Central Government troops 
in the “border” area and while the region is, of course, an important 
sector of defense against possible Japanese attack, even Chinese In- 
telligence officers admit that the immobilization there of such large 
numbers of superior troops is not justified for that purpose alone. 

I would venture the opinion that a possibly effective way of in- 
fluencing the Chinese Government in this matter (as well as in other 
matters) would be to furnish China with considerably increased air 
and other military aid (if this is practicable) or categorically to 
promise additional and precisely specified aid at a fixed date, and at 
the same time make it clear that such aid is furnished in the definite 
expectation that the Chinese Government by appropriate use of its 
troops and other resources would launch itself with determination 
into the war against Japan. 

ATCHESON
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893.00B/11273 

Memorandum by Mr. Raymond EF. Murphy of the Division of 

European Affairs 

[WasnHineton,] July 16, 1943. 

Communist SITUATION IN CHINA 

In assessing the real importance of Communism (Stalinism) in 

China a person may often be led into error by oversimplification and 

by sentiment over the alleged idyllic existence in the area dominated 

by Chinese Communists. 

In the first place, China belongs in that category of colonial or 

dependent countries with a scant percentage of skilled workers. As 

2 colonial or dependent country the system of orthodox Marxism is 

not applicable and the various congresses of the Communist Interna- 

tional have laid down programs for work in such countries giving 

wide latitude and great flexibility to the tactics to be applied. The 

principal objective always seems to have been to swing the communist 

elements in the countries concerned into the orbit of Moscow and to 

make as one of the fundamental duties of those alien Communists 

allegiance to the Soviet Union, in this respect to force their respective 

countries to subscribe wholeheartedly to Soviet foreign policy vis-a-V1s 

any other country in the world. Because of the wide latitude given 

communist leaders in colonial countries a neutral observer can easily 

be mistaken with regard to the program and role of these parties. 

Superficially, they do appear to be moderate agrarian parties with 

a moderate program. The test to be applied, however, is how these 

leaders stand on various questions. 

One would normally expect patriotic nationalist Chinese to be insist- 

ent upon major emphasis being given the war against Japan. Not 

so the Chinese communist leaders. The Chinese Communists saw 

nothing wrong in the German Soviet pact. On the contrary, the 

Chinese Communists echoed the sentiments of Communists through- 

out the world. To them the war was an imperialist war, with the 

United States and Great Britain as much at fault as Germany. 

Even after the entrance of the United States into the war the Chinese 

Communists have deliberately played up the major role of the Soviet 

Union and have minimized the efforts of both Britain and the United 

States. The Chinese Communists have never insisted upon major 

emphasis in the Pacific area and when Pearl Buck,‘ in a speech last 

November or December, suggested that more attention might be 

given that area she was made the object of a smear campaign by 

American Communists, and, so far as is known, no Chinese Commu- 

« American novelist writing principally on Chinese subjects.
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nist has ever come to her defense. Their whole line seems to be ori- 
ented along Soviet lines, rather than along Chinese lines essentially. 
It should not be overlooked either that the principal reporter for the 
past ten years on colonial questions has been a person known as Wang 
Ming, located in Moscow, who has faithfully reflected Stalin’s views. 

With respect to the Kremlin itself, there is too much of a tendency 
to regard the Soviet Union’s chief immediate interest in China, so far 
as active interference is concerned, as having terminated in 1927. 
That is a grave mistake. Ample evidence exists to show that after 
the debacle in 1927 the interest of the Communist International and 

| the Red International of Trade Unions continued actively, with prin- 
cipal emphasis on the presence in China, as communists agents, of 
nationals of other countries, especially persons bearing American 
passports. It is ironical, of course, that in the fall of 1927 Earl 
Browder,’ Tom Mann, the Englishman, and Jacques Doriot (then a 
French communist, now a Nazi puppet in France) toured China, 
inciting the Chinese against the foreign element. After that junket 
foreign agents were used by the Soviets. The raid of June 15, 1931 
at Shanghai showed that active agents of the Communist Interna- 
tional and of the Red International of Labor Unions had been oper- 
ating from Shanghai for a number of years, not only against Chiang 
Kai-shek but also stirring up trouble against the United States and 
Great Britain and the Netherlands in the Far East. The budget 
showed that over a half million dollars a year was being spent. The 
leader of this group was a prominent Russian Soviet agent who 
assumed the identities of persons known as Noulens and Ruegg. His 
principal assistant bore an American passport in the name of Stewart. 
This man actually was Charles Krumbein, an American citizen, who 
is today one of the most prominent persons in the Communist Party 
of the United States. 

Others active there were James Dolsen, Earl Browder’s cousin, 
and Margaret Cowl, both American citizens. It appears that this 
raid temporarily broke up the foreign connections of the Chinese 
Communist movement, but in 1932 a prominent German Communist, 
Arthur Ewert, bearing an American passport in the name of Harry 
Berger and accompanied by another person bearing an American 
passport in the name of Walsh were in China intermittently between 
1932 and 1933 attempting to reestablish contacts. (Ewert is now 
serving a sentence of fifteen years in Brazil as one of the chief leaders 
of the revolution in Brazil in November 1935). Even after 1932 
there is evidence available showing that the Kremlin, using American 
citizens and dummy American firms, maintained active interest in 
covering conditions in China. Consequently, it is correct in stating 

* Later General Secretary of the Communist Party in the United States.
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that the open Moscow maneuvers in China ceased in 1927, but it 

should always be borne in mind that their undercover clandestine 

efforts continued unremittingly thereafter. 

The Chinese Communist Party is in very close touch with the 

Communist Party of the United States. The dissolution of the 

Communist International has in no wise changed the fundamental 

program of either Party. One of the chief sources for the conveyance 

of news regarding China throughout this Hemisphere is the Inter- 

continent News Agency at New York headed by Grace Maul Granich, 

who, it may be recalled, operated, with her husband, an especially 

virulent communist monthly at Shanghai in 1935 after Harold 

Isaac’s venture had been abandoned. Grace Maul Granich is, in 

turn, the American agent for the Soviet Information Bureau which 

was started about May 1942 by Third Assistant Commissar of Foreign 

Affairs, Lozovsky, and is further regarded as one of the organs to take 

the place of the Communist International. 

It is entirely conjectural, of course, but if Moscow feels it in her 

interest to bring about a cessation to the Japanese-Chinese war it is 

reasonable to believe the Chinese Communist Party will fall in line, 

likewise, the Communist Party of the United States. Both are 

creatures of Moscow today. Neither has ever taken a step contrary 

to the interests of the Kremlin. There is one school of thought 

which has made a close study of Soviet foreign policy, which is of 

the opinion that the Soviets’ ultimate objective was the exclusion of 

the remainder of the white race from the Far East. Basic docu- 

ments exist to substantiate this belief. It is known, however, that 

for short-range purposes the Soviets are guided principally by ex- 

pedience, if it is in their interest, in the hope of securing major 

credits for the reconstruction of the Soviet Union. To remain 

friendly with the United States she may do nothing in the Far Hast. 

On the other hand, if she feels that the United States is in no position 

to help her after the conclusion of the war with Japan, she may strike 

out on the line long advocated by Lenin and subscribed to at times 

by Stalin, which is the exclusion of other white nations from the 

Far East. 

If it is thought that the rank and file of the Chinese Communists 

can be won over from the leadership of Mao Tse Tsung and Chu Teh, 

it may be worthwhile to try it, but it will be a very difficult task. 

Probably the greatest missionaries for this purpose would be Ameri- 

can soldiers themselves who, upon coming into direct contact with 

these elements, would prove by their example that all the propaganda 

and indoctrination of Communists that the United States is an im- 

perialist, self-seeking nation was fabricated. 

A very ominous note with regard to future Soviet relations with 

Chiang Kai-shek is contained in a telegram from the American
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Embassy at Moscow, no. 838 of July 10, noon, which summarizes 
an article by a Soviet spokesman from the very authoritative Red 
Star for July 7, with regard to the Japanese-Chinese war. Principal 
credit for the resistance of the Chinese is attributed to the “partisans”, 
another name for the Communists, and no credit is given to Chiang 
Kai-shek or other political leaders. This pattern is similar to the 
preliminary one undertaken against General Mikhailovitch of Yugo- 
slavia in July 1942. Since that time bitter attacks have been made 
against Mikhailovitch on the grounds that he is an Italian agent. 
Practically all derogatory information from Soviet sources has been 
distributed in the United States through the Intercontinent News 
Agency. 

§93.00/15063 : Telegram 

The Chargé in China (Atcheson) to the Secretary of State 

CHUNGEING, July 17, 1943—8 p. m. 
[Received July 20—38: 33 p. m.] 

1214. 1. The secretary of Chou En-lai, Communist Party repre- 
sentative at Chungking, has furnished an officer of the Embassy the 
following information regarding Communist-Kuomintang develop- 
ments in addition to that reported in Embassy’s 1188, July 14, noon. 

(a) On July 9 General Hu Tsung-nan replied to General Chu 
Teh’s message (Embassy’s 1125, July 8, noon) stating that the trans- 
fer of Chungking troops from Honan to the Central Government- 
Communist border regions in Shensi is not for the purpose of com- 
mencing military operations against the Communists but merely rep- 
resents the sending of his second line troops to that area to relieve 
troops already stationed there. (The informant does not believe that 
there has been any withdrawals of Chungking troops from the region 
in question.) Hu also explained that he had gone to the Lochwan 
area to carry out a routine inspection of his troops. Chou and Lin 
Piao after being entertained by Hu at Sian departed for Yenan on 
July 18 with the convoy of 4 trucks with which they left Chungking 
and which had undergone a rigorous inspection at Paochi, Shensi. 
General Chang Chih-chung, head of the military training board, has 
denied to the Communists at Chungking that there have been any 
Chungking troop concentrations in Shensi. 

(6) Chiang Kai-shek suddenly called a meeting of the Standing 
Committee of the People’s Political Council at Chungking on July 13 
at which he stated the constitutional government would be estab- 
lished by the Central Government before the end of the war on two 
conditions: (1) “unification of military orders” (all armed forces 
under one command) and (2) “unification of governmental orders”
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(all governmental authority under one head). There was no dis- 

cussion of these points by the members of the committee present among 

whom was a Communist representative. [(]Chou is expected to 

return to Chungking in time for the meeting of the People’s Political 

Council scheduled for mid-September.) These points do not repre- 

sent any general change in Chiang’s attitude toward the Communists 

although it is the first time he has mentioned constitutional govern- 

ment since 1941. No change in the general situation is to be expected 

although the Communists are willing to make some concessions such 

as giving up the border government at Yenan provided the local 

officials at the present Communist’ controlled districts are either 

Communists or Kuomintang officials friendly to the Communists. 

While Soviet Russia is sympathetic toward the Chinese Communists, 

there is no direct connection between the Chinese Communist Party 

and the Soviet Government and the latter is not giving any form of 

aid to the Chinese Communists. 

9. It is not believed that the foregoing circumstances indicate any 

definitive change in the situation except that the recent tension is 

perhaps abating. Chiang’s reference to constitutional government 

may be merely a buildup for the issuance of a manifesto by the PPC 

when it meets in September with a view to throwing the blame on 

the Communists for failure to reach a settlement of Kuomintang- 

Communist differences. Dr. Sun Fo (whose leanings are in general 

liberal) stated to me privately last evening his opinion, which tends 

to be in confirmation of ours, that the Chungking troop concentra- 

tions in the “border area” are for purposes of pressure on the Com- 

munists and that hostilities are not likely to result. 
ATCHESON 

800.00B Communist International/312 : Telegram 

The Ambassador in the Soviet Union (Standley) to the — 

| Secretary of State 

| Moscow, July 20, 1948—5 p. m. 

[Received July 21—12: 05 a. m.] 

896. Your 455, June 18,9 p.m. The following telegram has been 

received from Kuibyshev: 

326, July 10, noon. Your 197, June 21,3 p.m. The Chinese Mili- 

tary Attaché, Major General Kuo Teh-chuan, says that during the 

year he has been in the Soviet Union he has seen no reference what- 

ever to the Chinese Communists in the Russian press. Insofar as 

he has been able to ascertain they have during this period had no 

representative in Kuibyshev or Moscow. He does not think the 

Chinese Communists are longer receiving supplies from the Russians.
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He knows that no supplies are passing through Kinsuang [Sinkiang] 
where Central Government authority has been established and Chung- 
king representatives are now present and he does not believe that 
transportation through Mongolia is practicable. A similar statement 
concerning the cessation of Russian assistance to the Chinese Com- 
munists has been made by the Ambassador and other members of 
the Chinese Embassy staff. They professedly believe that some time 
before the dissolution of the Third International there had been a 
radical change in Soviet policy toward China, citing as evidence 
particularly the altered situation [in] Sinkiang which is obviously 
most gratifying to them. 

STANDLEY 

893.50/3138 : Telegram 

The Chargé in China (Atcheson) to the Secretary of State 

CHuNGEING, July 21, 1943—9 a. m. 
[Received July 22—6:50 a. m.] 

1240. 1. Chungking correspondent Vew York Times informs us 
Chang Tao-fan, Information Minister, asked him call July 17 con- 
nection with despatch filed by the correspondent subject Kuomin- 
tang-Communist differences reported Embassy 1214, July 17, 6 [3] 
p.m. During 31% hours’ conversation, Minister described in detail 
“history” of Chinese Communist Party; stated Communists had 
always been guilty of pillaging, murdering Chinese people, rebellion 
against Government and oppression of people, alleged present Com- 
munist activities not different materially from those past. Chang also 

| accused Communists of attacking Central Government troops from 
rear when latter fighting Japs and of seizing arms and supplies from 
Central Government troops. In conclusion he asked correspondent 
withdraw despatch as it likely to create in United States mis- 
understanding of true situation regarding Kuomintang-Communist 
differences. 
According correspondent, this despatch referred return Chou En-lai 

to Yenan and possibility settlement differences between the two par- 
ties and described viewpoints of the two parties regards issues between 
them. Despatch subsequently withdrawn by correspondent who now 
plans rewrite it in hope having it passed by censors. 

The correspondent is of opinion as result this conversation with 
Chang that there is no hope of Kuomintang-Communist settlement 
and that attempted liquidation of Communists by one means or other 
inevitable after war. 

2. During July 7 press conference Chang Tao-fan informed cor- 
respondents that Chou En-lai was returning Yenan order settle dif- 
ferences between two factions within Communist Party which had
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arisen after dissolution Comintern. Stated one faction Nationalist 

and favored compromise with Chungking Government while other 

favored continuation party’s previous policy. Questioned regarding 

reported Kuomintang-Communist negotiations, Chang denied any 

negotiation, stating might as well expect Democratic and Republican 

Parties in United States to enter negotiations. 

3. Monitoring reports of Domei Chinese service from Chungking 

[by] OWI representative contain rather detailed coverage present 

Kuomintang-Communist relations, full of obvious inaccuracies (such 

as that Communists have given up their border government at Yenan) 

and have strong anti-Communist tone. 

4, Drumright at Sian offers his opinion telegram of July 16 that 

doubtful that Chungking policy of blockade will at present change into 

policy attack Sian [as] press and cultural organizations reported 

urging since dissolution Comintern, disbandment Chinese Communist 

Party. Further information expected from Drumright in due course. 
ATCHESON 

893.00/15065 : Telegram 

The Chargé in China (Atcheson) to the Secretary of State 

CHUNGEING, July 21, 19483—4 p. m. 
[Received July 22—12:29 p. m.] 

1254. As of interest in connection with our reports in regard to the 

Kuomintang-Communist situation, we are reliably informed by a 
Chinese official that Dr. T. V. Soong has telegraphed here saying that 

officials of the American Government had asked him about Kuomin- 

tang-Communist relations and had expressed to him the opinion that 

an open clash would be seriously regarded in the United States and 

should be avoided.® 
ATCHESON 

893.00/15066: Telegram 

The Chargé in China (Atcheson) to the Secretary of State 

CHUNGEING, J uly 22, 1943—5 p. m. 
[Received July 22—4: 29 p. m.] 

1256. 1. In telegram from Sian dated July 19 Drumright states 
Civil Affairs Commissioner informed him that day that prior to the 
departure of Lin Piao and Chou En-lai from Sian for Yenan the 
Commissioner had discussions with them, during which the attitude 

®See memorandum by the Adviser on Political Relations (Hornbeck) dated 
July 24, p. 293.
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of the two Communist leaders was one of cooperation and helpfulness. 
The Commissioner further stated that Chou and Lin are not return- 
ing with any definite proposals but that they will confer with Com- 
munist leaders in Yenan in regard future organization of the 
Communist Party and possibility of its being dissolved. While the 

Commissioner confirmed reports of considerable Chungking troop 
concentrations in the border regions, he described as incorrect the 
recent rumors of major clashes, admitting at the same time that there 
have been frequent small scale incidents. The Commissioner did not 
believe that the Chungking authorities would use armed force 
against the Communists. 

The Commissioner stated that recent reports from Chinese Intelli- 
gence have it that three groups have arisen at Yenan since the disso- 
lution of the Comintern. One group favors following a policy of 
revolution; the second group favors cooperation by an independent 

Chinese Communist party with the Central Government; and the 
third group proposes that the Communist Party be amalgamated with 
the Kuomintang. The Commissioner felt that the dissolution of 
the Comintern had shaken the Chinese Communist Party and that 
numbers of its members have been leaving the party. The Commis- 
sioner did not, however, believe that the Communists would give up 
their border government at Yenan of their own free will. 

2. The Commissioner’s final statement gives further evidence of 
the belief existing in Kuomintang circles (Embassy’s 1240, July 
21,9 a.m.) that the Chungking Government does not consider it 
possible to come to any compromise agreement with the Communist 
Party, and that the Kuomintang is determined eventually to liquidate 
the situation. | | 

| ATCHESON 

740.0011 Pacific War/3352 : Telegram 

The Chargé in China (Atcheson) to the Secretary of State 

Cuunexine, July 24, 1943—noon. 
| . [Received 12:01 p. m.] 

1276. A further telegram from Drumright at Sian dated July 20 
reports confirmation by a recent Chinese arrival from Sanyuan (north 
of Sian) of Chungking troop movements northwards in the direction 
of Lochwan in the Shensi border region. According to a provincial 
official at Sian, these movements are merely troop replacements. This 
official stated that no military clashes had occurred, denied that 
Chungking [planned to] attack the Communists and said that Chiang 
Kai-shek and Central Government are hoping that the abandonment 
of the border government at Yenan will be brought about by Chou
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En-lai’s discussions with Communist leaders there. (These views 

are similar to those expressed by other Sian officials as reported in 

Embassy’s 1256, July 22,5 p.m.) Drumright feels as a result of his 

talks at Sian that the Central Government is utilizing to fullest the 

opportunity presented by the dismay which the dissolution of the 

Comintern has caused among the Communists to effect peacefully this 
[the] disbandment of Communist government at Yenan. 

ATCHESON 

893.00/15065 

Memorandum by the Adviser on Political Relations (Hornbeck) to the 
Secretary of State 

[WasuHineton,] July 24, 1943. 

Mr. Secretary: Referring to the report hereunder’ of the report 

by Dr. Soong that “officials of the American Government had asked 

him about Kuomintang Communist relations and had expressed to 

him the opinion that an open clash would be seriously regarded in 

the United States and should be avoided”: 
None of the Far Eastern officers of the Department has spoken to 

Soong on this subject; in fact, none of these officers has had any con- 

versation with Soong recently. Nor has there come to us any informa- 

tion, written or oral, regarding any discussion with Soong of this 

subject by any officer of the Government. 
The question of giving advice to the Chinese Government regarding 

Chinese internal politics has always been regarded as a delicate ques- 

tion. There has been since at least as far back as 1917 a definite 

policy and a recognized procedure for the handling, diplomatically, 

of hints to the Chinese in that field. A few months ago Earl Browder 

publicly accused the Department, with specifications, of having 
intruded into the controversy between the Kuomintang and the Chi- 
nese “communists”.® We were able to show from our records that Mr. 
Browder’s charges, both in general and in particular, were un- 
founded; and Mr. Browder made a public retraction. It would be 
helpful if the recognized procedure were adhered to and any con- 
versations which officials of this Government may have with the 
Chinese regarding such matters would be made the subject of written 
record for and in the Department’s files.1° 

S[rantey] K. H[orneecx] 

7 See telegram No. 1254, July 21, 4 p. m., from the Chargé in China, p. 291. 
® See telegram of June 4, 1917, 3 p. m., to the Minister in China, Foreign Re 

lations, 1917, p. 48. | 
*For further correspondence on this subject, see memorandum prepared in the 

Department of State, October 3, 1942, Foreign Relations, 1942, China, p. 2438, and 
correspondence following Memorandum prepared in the Department of State, 
October 12, 1942, ibid., pp. 248 ff. 

© Notation by the Secretary of State: “O. K. ©. H.”
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893.00/15098 

Lhe Chargé in China (Atcheson) to the Secretary of State 

[Extracts] 

No. 13891 CuHuNGEING, July 26, 1948. 
[Received August 21.] 

Sir: With reference to the Embassy’s telegram no. 1125, of July 
8, 12 noon, in regard to Kuomintang-Communist differences, there is 
enclosed a translation of a manifesto ™ issued by the Central Execu- 
tive Committee of the Chinese Communist Party on July 7, the sixth 
anniversary of the outbreak of Sino-Japanese hostilities, which has 
been received by the Embassy from Communist Party representa- 
tives at Chungking. 

While the Central Government permits no mention of negotiations 
between the Kuomintang and the Communist Party to be published, 
it is interesting to note that it is stated in the manifesto that the Com- 
munists are “ready to continue the negotiations with the National 
Party of China (Kuomintang) and other parties and groups on the 
solution of existing problems and the improvement of relations be- 
tween parties and groups.” The need for national unity and the 
improvement of governmental administration are urged. The ques- 
tion is asked why a nation with a huge population such as China 
possesses can be invaded by the Japanese with thirty divisions of 
troops. It is admitted that the lack of industrial development is one 
reason, but the chief reason is ascribed to the lack of democratic gov- 
ernment in China. Hope is expressed that the government will be 
able to effect necessary political reforms in accordance with the 
Three People’s Principles in order to improve the relations between 
classes, political parties and groups of people and in order to arouse 
the spirit of the people. The government’s present financial and 
economic policies are severely criticized and reforms therein are urged. 
Economic reforms, it is said, should include the practice of a demo- 
cratic and centralized economic policy aimed at the development of 
production and the adjustment of the economic interests of different 
classes, and all groups should be mobilized for production. 
Much of the manifesto is devoted to a description of the accom- 

plishments of the Communist Party and army, and an appeal is made 
to them to strengthen their unity and continue their efforts to bring 
about the final defeat of Japan. In conclusion, an appeal is made 
that the members of the Communist Party unite with all anti-Jap- 

™ Not printed.
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anese parties, groups and people to support the National Government 

and Generalissimo Chiang Kai-shek in the war against Japan.” 

Respectfully yours, GrorcE ATCHESON, JR. 

740.0011 Pacific War/33683 : Telegram 

The Chargé in China (Atcheson) to the Secretary of State 

Cuunekina, July 28, 1943—6 p. m. 
[Received July 29—11:15 a. m.] 

1325. 1. Inatelegram dated July 24 from Lanchow, Service states 
that, in addition to movement of Central Government troops north 
from Sian (Embassy’s 1276, July 24, noon) other Chungking troops 

are reported to be moving westward and troops and matériel such 

as artillery and tanks are said to be concentrated in the region of 
Pingliang (eastern Kansu), a strategic point on the western border 
of the Communist areas. Service reports that recruits are being 
sent into Kansu from the south and that block houses are being con- 

structed in Lanchow area. 
Service states that officials at Lanchow are suspicious and unwilling 

to discuss the Communist situation. The military preparations are 
said there to be against banditry in the province. Service observes 
that many signs point toward local fears of a movement by the 
Communists west into Kansu and that sources who have contact with 
the Communists expect such action within the next year. He states 
that the Lanchow authorities have refused permission to Lowdermilk 
and Phillips (Department’s technical experts) and their Chinese 
assistants to visit Ninghsia and explains that their route of travel 
would carry them through blockade zone near western border of 

Communist areas. 

2 Augustus S§. Chase of the Division of Far Eastern Affairs made these 
observations in a memorandum dated August 31: 

“The following points not covered in the despatch are believed of some interest: 
“In addition to criticizing ‘those who oppose giving priority to the defeat 

of Germany’, the manifesto reflects Soviet influence in emphasizing the need 
for a second front in Europe. However, it shows no lack of enthusiasm for 

the defeat of Japan. 
“The following statements in the manifesto appear of some significance, 

especially if, as some observers claim, Soviet Russia continues to dictate the 
| line of propaganda and action of Chinese Communists: 

Hopes of Germany and Italy that ‘one of the allies might conclude a dis- 
honorable peace’ are ridiculous. 

Chinese Communists should ‘develop... anti-Japanese groups of the 
Korean people’. 

‘Members of the Communist Party ... should continue to study move- 
ments for purging non-Marxist ideology’. 

“On the whole, the manifesto (as the summary in the covering despatch 
indicates) presents a much more honest picture of the state of China’s war 
effort than that which the Chungking Government seeks to portray.” [Omis- 
sions indicated in the original. ]
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2. The circumstances described by Service would not seem to have 
materially changed the situation which a well informed Chinese 
Communist at Chungking states has eased considerably during the 
last week or 10 days. This informant gives four possible reasons 
for the lessened tension: 1, the firm stand taken by the Communist 
Party at a mass meeting at Yenan on July 9 which convinced the 
Kuomintang that the Communists were prepared to resist any armed 
attack (two Kuomintang liaison officers were said by the informant 
to have been present at the meeting) ; 2, the probable adverse foreign 
reaction to the possibility of civil war, as evinced by the interest dis- 
played by foreign press correspondents at Chungking; 3, the reported 
telegram sent to the Central Government by Dr. T. V. Soong (Em- 
bassy’s 1254, July 22 [27], 4 p.m.) to the effect that the U.S. Govern- 
ment had expressed to him its serious concern over the possibility of 
civil war in China; and, 4, the efforts of General Chou En-lai in the 
discussions at Sian to bring about a better understanding of the 
Communist position on the part of General Hu Tsung-nan. 

ATCHESON 

893.00/15084 

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

No. 10378 Lonpvon, July 28, 1948. 
| [Received August 17.] 

Sir: I have the honor to enclose a copy of a memorandum ™ fur- 
nished the Embassy by the Foreign Office, giving the substance of 
recent information received from the British Embassy in Chungking 
concerning relations between the Chinese Central Government and 
the Communist forces in the north. 

According to this report, there have recently been rumors that 
the Chinese Government was concentrating a large force of possibly 
seven divisions near the Communist area, ostensibly to meet the 
Japanese threat from southern Shansi. While it is believed that 
such movements have actually taken place, their purpose is open to 
doubt. The British Ambassador in Chungking has been informed by 
a member of the Ministry of Foreign Affairs that, following the dis- 
solution of the Comintern, there had been a split in the ranks of the 
Chinese Communists, the moderates favoring increased cooperation 
with, or even incorporation in, the Nationalist Government and the 
extremists insisting on remaining independent. The Generalissimo 
had apparently sent proposals to Yenan, the Communist head- 

* Not printed.
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quarters, which amounted to the dissolution of the Communist Gov- 

ernment, incorporation of the Communist armies in the National 

Forces and the recognition of Communism as an opposition political 

party. 
It has been suggested in Chungking by the British Military 

Attaché, according to the Foreign Office, that the real reason for the 

troop movements may have been to support the Central Government 

in their negotiations with the Communists and fears have been ex- 

pressed that an attack might be made on the Communists. The 

Foreign Office has stated that it does not have any other information 

to corroborate this interpretation and is merely passing it along for 

what it may be worth. However, unconfirmed information from 

another source in London is to the effect that two divisions of Com- 

munist troops in the north have recently attacked the Central Gov- 

ernment forces. 
Respectfully yours, For the Ambassador: 

W. J. GALLMAN 
First Secretary of Embassy 

800.20293/6 | 
The Chargé in China (Atcheson) to the Secretary of State 

[Extracts] 

No. 1410 Cuunexine, July 31, 1943. 
[Received September 1. ] 

Sm: With reference to the Embassy’s despatch No. 540 of July 
94, 1942.14 in regard to Chinese propaganda, psychological warfare 
and morale agencies, there is enclosed a copy of despatch No. 6 of 

July 5, 1943, from the Secretary on detail at Lanchow * describing the 

use of wall slogans by Chinese propaganda agencies in the Northwest. 
The Embassy is commending Mr. Service for the excellent character 

of this despatch, which through a careful and inclusive study of the 
use of wall slogans for propaganda purposes, material hitherto un- 
studied, reveals to a considerable extent the lines of political thinking 
of the Kuomintang, with the latter’s insistence on the leadership prin- 
ciple and the primacy of the Party, and the evident seriousness of the 
problems which face the Central Government, such as provincialism, 
conscription, grain collection, opium growing and Mohammedan dis- 

sidence. | 

4% Not printed, but see report of July 10, 1942, by the Third Secretary of 
Embassy in China to the Ambassador in China, Foreign Relations, 1942, China, 

"sé Not printed.
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Mr. Service expresses doubt that these slogans have a popular appeal 
to the masses of people, vast numbers of whom cannot read, and feels 
that the failure of the Party to devise new and original slogans (there 
has been no change in the character of the slogans used since the be- 
ginning of Sino-Japanese hostilities) to keep up the interest of the 
people and to meet the changing conditions of the war seems to indi- 
cate a growing sterility and deterioration of Kuomintang propaganda. 

Respectfully yours, GrorcE ATCHESON, JR. 

893.00/15104 

The Consul at Kwetlin (Ringwalt) to the Chargé in China 
(Atcheson) © 

No, 24 Kweli, July 31, 1948. 

Sir: I have the honor to report hereunder the substance of an 
interview with Mr. Liang Shu-ming, well-known promoter of ex- 
periments in Village Self-Government in Honan and Shantung 
Provinces, and a prominent member of the Federation of Chinese 
Democratic Parties. Mr. Liang agreed to talk freely with the under- 
signed only on condition that his anonymity be strictly safeguarded. 
The views expressed in this report, it must be understood, are those 
of Mr. Liang and not necessarily those of the undersigned. 

Summary. The political power of the Generalissimo rests on the 
common and national will to expel the enemy from China. However, 
in recent years he has tended more and more to mistake national 
popularity as his own private possession, and to concentrate to a 
greater and greater degree political power in his own hands. With 
this increasing tendency to monopolize all political power, has arisen 
ineptness in all forms of government and the present political struc- 
ture is becoming increasingly insecure; its eventual fall is inevitable. 
In such an event, there should be a minimum of disorder, as the will 
of the Chinese people for national resistance remains constant. The 
Federation of Chinese Democratic Parties does not believe in the 
overthrow of the Kuomintang, but rather in its reform from a party 
of national monopoly to one of national cooperation. The present 
role of the Federation, which is daily increasing in prestige and au- 
thority, is to develop a liaison for all political groups in China, con- 
solidation of the ideals of the various parties and interests, and the 
preparation of a political program to serve as a guide when the crisis 
arrives. ‘This problem should not prove to be too difficult of solution 
as the political struggle in China is not for class domination, which 
tends to divide the people, but for national independence, which serves 
to unite them. 

“ Copy transmitted to the Department by the Chargé in China in his despatch 
No, 1458, August 18; received September 3.



POLITICAL CONDITIONS 299 

[Here follows detailed report. ] *” 

Respectfully yours, Artuur R. RiIncwatt 

893.001/173 : Telegram 

The Chargé in China (Atcheson) to the Secretary of State 

Cuunexine, August 2, 1943—7 a. m. 
[Received 4:28 p. m.] 

1353. 1. It is officially announced that President Lin Sen died last 

evening, August 1 at 7:40 p. m., and that the funeral will be held 

at 5 p.m. today. I am addressing a formal note of condolence, dated 

August 2, to Dr. K. C. Wu, Acting Minister of Foreign Affairs, as 

follows: 

“Excellency: It is with the greatest regret that I have learned 

of the death of His Excellency Mr. Lin Sen, President of the National 

Government of the Republic of China. The news of his passing 
will be received with sorrow by the President and other officers of 

the Government of the United States as well as by the American 

people in whose hearts he was held in great esteem because of the 

uprightness of his character, his devotion to democracy and his 

serene and unflinching confidence in the complete victory for which 

China and others of the United Nations are fighting the common 
enemies of freedom and justice. 

“T wish to tender to the Chinese Government the sincere condolences 
and profound sympathy of the Government of the United States in 
the unfortunate loss which your country has suffered. 

“Accept, Excellency, etc.” 

2. It is also announced that General Chiang Kai-shek, in his posi- 

tion of President of the Executive Yuan, was late last night 

appointed by the Standing Committee of the Central Executive Com- 

mittee to be Acting President of the National Government. 
ATCHESON 

893.001/178a : Telegram 

The Secretary of State to the Chargé in China (Atcheson) 

Wasuineton, August 2, 1943—5 p. m. 

1012. Please deliver as from the President to Generalissimo Chiang _ 

Kai-shek a message as follows: 

17In a memorandum dated September 23 Troy L. Perkins of the Division of 
Far Eastern Affairs observed: “Mr. Liang is perhaps too optimistic in regard to 
the ability of the spirit of resistance alone to carry on should China’s leader pass 
out of the picture, with the factional strife which would probably ensue. The 
Federation of Chinese Democratic Parties is not an antagonist of the Kuo- 
mintang; it hopes mainly to ameliorate the shortcomings of that party and to 
effect eventually cooperation of all parties.” (893.00/15104) 

332545—57——20



300 FOREIGN RELATIONS, 1943, CHINA 

“TI desire to convey to Your Excellency and to the people of China 
an expression of the deep sorrow felt by the Government and people 
of the United States over the passing away of President Lin Sen. 
His life spanned the period of the courageous and successful struggle 
which the Chinese people made to achieve freedom and enduring 
unity; his zeal in this great labor has made an inestimable contribu- 
tion to the founding of the Chinese Republic, as have his wise counsel 
and his eminent scholarship to the progress of the Republic through 
the three decades of its life. He died while the nation he loved was 
still engaged in a mortal conflict with Japan, whose armies had in- 
vaded and laid waste much of his homeland; although he did not live 
to see the final victory, he yet died in the full assurance that victory 
was certain, and that through it the Chinese people would march on 
to a happy and prosperous future. 

Please convey to President Lin Sen’s family my deep personal 
sympathy in their sorrow and bereavement. Franklin D. Roosevelt.” 

Hoi 

[For text of the Secretary of State’s public statement and message 
to the Chinese Minister for Foreign Affairs, see Department of State 
Bulletin, August 7, 1948, page 85. ] 

893.00/15094 

The Chargé in China (Atcheson) to the Secretary of State 

No. 1419 Cuunexine, August 3, 1943. 
[Received August 21.] 

Sr: I have the honor to transmit herewith a copy of a report *® on 
conditions in Yeungkong, a district city on the southeastern coast of 
Kwangtung Province, submitted under date of July 19, 1948, by 
the Consul at Kweilin. 

It will be noted from the report that Yeungkong is suffering from 
famine, despite the fact that it is a rich agricultural area and normally 
has a surplus of rice. This situation is said to be due mainly to the 
fact that rice is hoarded by moneyed interests and exported to occu- 
pied areas. Basic difficulties appear to be “landlordism” and official 
corruption, with wealthy absentee landlords adding to their wealth, 
by reason of the high prices, while tenants suffer from hunger and 
laborers and fishermen are destitute. The district magistrate, domi- 
nated by the landlords, is said to be rapidly becoming wealthy by 
various forms of dishonesty, such as smuggling and padding the 
army payroll. 

Practically all the trade of the district is reported to be with occu- 
pied areas, the district being cut off from interior China by lack of 

*® Not printed.
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communications. Cloth, medicines, paper, dyes, etc. are brought into 

the district from occupied China in exchange for rice and tung oil. 

Only salt is shipped to Free China. From a J apanese-occupied is- 

land about ten miles off the coast, there are apparently substantial 

shipments of wolfram. 

According to a report from the Consul at Kweilin, dated July 6, 

19438, conditions are somewhat similar in the district of Kityang, near 

Swatow, in northeastern Kwangtung. Kityang is also the center of 

a rich agricultural area, but people are starving. This is due partly 

to inadequate food supplies, a result of a lack of fertilizer, subnormal 

rainfall and a heavy influx of refugees from occupied areas around 

Swatow, where conditions are said to be even worse. Mainly, how- 

ever, it appears to be the old story of corrupt officials and greedy 

landlords and merchants who hoard grain or export it to occupied 

China. There is a steady and quite open traffic across the Kityang 

River, which is the boundary between occupied and Free China, the 

Chinese officials excusing it by saying that if they prohibited the ship- 

ment of foodstuffs to occupied territory, the enemy might raid Kit- 

yang and take the entire supply.” 

Respectfully yours, For the Chargé d’Affaires, a. 1.: 
J. BartLETT RIcHARDS, 

Commercial Attaché 

740.0011 Pacific War/3406 

The Chargé in China (Atcheson) to the Secretary of State 

No. 1480 Cuunexnine, August 4, 1943. 
[Received September 1. | 

Sir: With reference to the Embassy’s telegram No. 1325, July 28, 

6 p. m., in regard to Kuomintang-Communist developments, there are 

enclosed : 2° (a) a memorandum of conversation with Miss Kung Peng, 

a member of the editorial staff of the Hsin Hua Jih Pao (Communist- 

controlled) and part-time secretary to General Chou En-lai, Commu- 

nist Party representative at Chungking; (6) a summary translation 

of a circular telegram* said to have been sent by a mass meeting of 

the Communist Party at Yenan on July 9; (c) a statement* released 

Tn a memorandum dated September 22 Troy L. Perkins of the Division of 

Far Eastern Affairs observed: “The report comes first-hand from an American 

source and the conditions described provide evidence for the contention of the 

Chinese ‘Communists’ that popular support of the war will sag where corruption 

and economic oppression are allowed to flourish.” 
» None printed. 
* These documents which have been furnished the Embassy by Communist rep- 

resentatives at Chungking, are received by radio from Yenan. The receiving set 
at Chungking is under the control of the 18th Group (8th Route) Army Head- 

quarters. [Footnote in the original.]
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by the Central Committee of the Chinese Communist Party on May 26, 
1943, in regard to the dissolution of the Comintern; and (d) a transla- 
tion of a report* said to have been made by Mao Tze-tung, leader of 
the Communist Party, at Yenan on May 26 following the dissolution 
of the Comintern. 

Summary. Communists attribute the reported lessening of the 
tension between Kuomintang and Communist forces in Shensi partly 
to the belief of the Central Government that the Communists are pre- 
pared to resist any armed attack on the Border Region. <A circular 
telegram sent to Central Government leaders on July 9 by a Com- 
munist mass meeting at Yenan reiterated Communist desire for unity, 
resistance to Japan, opposition to civil war and determination to de- 
fend the Border Region. Kuomintang claims that the dissolution of 
the Comintern has severely shaken the unity of the Communist Party 
are denied by the Communists who assert that the Chinese Communist 
Party is sufficiently mature to stand alone and that the Comintern has 
long since ceased to give any but moral support to the Party. There 
seems to be no likelihood that the differences between the two parties 
can be settled amicably, and it is believed that neither side is prepared 
to make the concessions necessary for reaching a settlement of their 
differences. 

There has reportedly been a lessening of the tension between the 
Central Government and the Communist forces in the Shensi border 
areas during the past ten days. One of the four reasons to which 
Miss Kung ascribes this eased tension, as reported in the Embassy’s 
telegram under reference, is the strong stand taken by the Communist 
Party at a mass meeting at Yenan on July 9 which convinced the 
Kuomintang leaders that the Communists were prepared to resist any 
armed attack on the Border Region. She states that two Kuomintang 
officials sent to Yenan by the Central Government for liaison work 
were present at that meeting. 

A circular telegram was addressed by this mass meeting to President 
Lin Sen, General Chiang Kai-shek, the heads of the various Ministries 
and Yuans, the army officers fighting against the Japanese, the various 
parties opposing Japan and all compatriots, in which telegram the 
instigators of the present trouble are said to be Japanese fifth col- 
umnists within the Chinese army who are endeavoring to foment civil 
war. The charge was made that the war against Communism is being 
given priority over the war against Japan. The telegram then went 
on to make certain demands and requests of General Chiang and to 
General Hu Tsung-nan ”? for the return of the Central Government 
troops to their original positions, the maintenance of unity and the 
avoidance of civil war. The Communists demanded the arrest and 
public trial of Wu Kai-hsien, calling him a secret envoy of the Jap- 
anese. (This former Kuomintang leader at Shanghai, who arrived 

*See last footnote on p. 301. 
Commanding Chinese troops on borders of Communist areas in Shensi.
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at Chungking several months ago, was met at the airport by leading 
Kuomintang officials, including Dr. Chu Chia-hua, the Minister of 
Organization of the Kuomintang. He reportedly brought with him 
peace terms from the Japanese. Unconfirmed reports have reached 
the Embassy that Wu returned to Nanking in late June bearing with 
him the reply of the Chungking Government. The nature of the 
alleged terms and reply are not known to the Embassy.) In the tele- 
gram demands were also presented for the punishment of the generals 
of the Central Government armies who have surrendered to the puppet 
regime, and all parties and patriots were requested to follow the 
mottoes of the Communist Party: (1) uphold the war of resistance 
and oppose civil war; (2) maintain unity; (3) oppose the transfer 
of Central Government troops to the Border Region and send these 
troops against the Japanese; (4) punish the organizations which are 
inciting civil war; (5) support the Communist Party and defend the 
Border Region; (6) put into practice the San Min Chu I; (7) mobilize 
the people to protect the entire country, including the Border Region 
and north China; and (8) overthrow Japanese imperialism and the 
fifth column. 

The Kuomintang authorities, whose statements are paralleled by 
broadcasts emanating from Japanese radio stations in the occupied 
areas, claim that there is widespread dissension among the Commu- 
nists (Embassy’s telegram No. 1240, July 21, 9 a. m. and No. 1256, 
July 22, 5 p.m.) who are said to have been split into three groups as 
a result of the dissolution of the Comintern. One group, led by Mao 
Tze-tung, 1s said to favor the continuation of the Party’s present 
policy; the second group, led by Wang Ming (the last Chinese rep- 
resentative on the Executive Committee of the Comintern who re- 
turned to China from Moscow at the end of 1987), is said to support 
a revolutionary policy; the third group, under the leadership of Gen- 
eral Chou En-lai, is described by the Kuomintang as desirous of 
coming to terms with the Central Government by surrender of the 
Communist government and army. 
Communist representatives at Chungking deny the charges of dis- 

unity in the Communist Party and state that, while the dissolution 
of the Comintern came as a surprise to the rank and file of the Party, 
it was not unexpected by the leaders. The Communists maintain 
that the Comintern has provided only moral support for several years 
and that all material assistance from Soviet Russia in the form of 
military supplies has for some years gone only to the Central Gov- 
ernment. The Communists assert that the Kuomintang is utilizing 
the dissolution of the Comintern in order to create the impression 
that there is dissension in the Communist Party. The Communist 
representatives deny the accuracy of these stories and firmly assert 
that no such dissension exists. They point to the above-described cir-
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cular telegram as evidence of the unity of the Chinese Communist 
Party. 

In the report said to have been made by Mr. Mao Tze-tung at 
Yenan in regard to the dissolution of the Comintern (this report was 
not published in the local Communist newspaper), Mr. Mao asserts 
that the Comintern has extended considerable assistance to the three 
great revolutionary movements in China: the northern expedition, 
the land revolution and the anti-Japanese war. He refers to the 
assistance given by the Comintern to Dr. Sun Yat-sen and the Kuo- 
mintang in 1924 and calls attention to General Chiang Kai-shek’s 
visit to Moscow at that time and the presence of Kuomintang repre- 
sentatives at meetings of the Comintern. 

Mr. Mao gives three reasons for the dissolution of the Comintern: 
(1) the complicated and rapidly changing conditions in different 
countries require a leadership which can be obtained through a careful 
study of local conditions. Such a study cannot be conducted by an 
international organization far removed from the scene of activity in 
the various countries. (2) A central organization such as the Com- 
intern is inappropriate for the varying conditions found in countries 
both in the Fascist and anti-Fascist camps, as in both groups there 
are socialist, capitalist, colonial and semi-colonial entities. (8) the 
Communist Parties in the various countries have reached maturity. 
The ability of the Chinese Communist Party to stand alone is shown 
by the circumstance that since 1935 the Comintern has not interfered 
with internal questions of the Party. Mr. Mao continues that the 
dissolution of the Comintern is thus not for the purpose of weaken- 
ing the Communist parties of the various countries but rather for the 
purpose of strengthening the parties in order to make them more 
nationalistic and more in conformity with the needs of the anti- 
fascist war. He adds that the disciplinary movement of the Com- 
munist Party has in recent years opposed subjectivism, sectarianism 
and party formalism in order to make the Party a national party in 
conformity with the needs of the war and of national reconstruction. 
Mr. Mao concludes with an appeal for unity, stating that there are 
two prerequisites: unity within the party and unity between the 
party and the people. 

It is difficult to know where the truth lies between the charges made 
by the Kuomintang that the Communist Party has been severely 
shaken by the dissolution of the Comintern and the assertions of the 
Communists that their Party is firmly united both against the Japan- 
ese and against any attack from the Central Government. It seems 
probable that the dissolution of the Comintern has produced a psy- 
chological reaction among the Communists who may now feel that the 
Kuomintang believes itself to be in a position where it can move 
against the Communists without fear of too adverse a reaction from
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Soviet Russia. The final appeal of Mr. Mao Tze-tung in his above- 
described report points to the necessity of unity and, by implication, 
to some fear that complete unity does not exist. The Kuomintang 
may have assumed that Communist unity was so severely shattered 
that it could successfully attack the Border Region or that its exertion 
of pressure on the Communists could bring about Communist accept- 
ance of terms favorable to the Central Government. 

The Embassy has so far received no indications that the Com- 
munists are willing to accede to Kuomintang demands that the Com- 
munist Border Government and army be surrendered to the Central 
Government. ‘There are indeed indications to the contrary, as shown 
by reports (Embassy’s telegram No. 1325, July 28, 6 p. m.) that there 
exist fears that the Communists may attempt to move west into Kansu 
Province within the next year. The struggle between the two parties 
thus seems likely to continue, and the situation shows no signs of 
being ameliorated through concessions on the part of either faction. 

Unless the Chungking authorities feel that the present moment 
offers the most favorable opportunity for liquidation of the Com- 
munists or unless the Central Government control over the areas now 
under its authority should become so weakened through local dis- 
sension as to make any such areas susceptible to Communist propa- 
ganda or easy prey to Communist attack, it seems probable that the 
final settlement of the Kuomintang-Communist problem will be 
postponed until the end of the war. | 

- A thorough settlement would on the one hand include the estab- 
lishment by the Chungking leaders of representative government with 
participation therein by the Communist Party and on the other hand 
would include surrender by the Communists of their Border Govern- 
mentand army. Given the present temper of the Kuomintang leaders 
and the determination of the Communists not to make any important 
compromise which would deprive them of guarantees of their support 
(that is, their Border Government and army), prospects of such a 
settlement seem so remote as to be beyond the realm of possibility. 
Most observers are accordingly of the opinion that open and bitter 
hostilities are inevitable in the long run.” 

Respectfully yours, | Grorce ATCHESON, JR. 

In a memorandum dated September 27 Augustus S. Chase of the Division of 
Far Eastern Affairs commented: “Although the Chinese Communists do not 
practice Communism at present and although they state that the dissolution of 
the Comintern has ended their dependence upon Moscow, the following excerpt 
from enclosure no. 3 (statement released by the Communist Party on July 9 
[May 26]) indicates that the Chinese Communists continue to regard (or profess 
to regard) Communism as an international force and as the ultimate desideratum 
for China: 

‘Chinese Communists are Marx-—Leninists. Marxism-Leninism is science 
which knows no state boundaries. The Chinese Communists will certainly con- 
tinue to apply and develop Marxism-Leninism dialectically in accordance with 
our own conditions in order to serve the cause of resistance war and nationa) 
reconstruction.’ ”
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893.00/15090 : Telegram 

The Secretary of State to the Chargé in China (Atcheson) 

WasuinerTon, August 5, 1948—5 p. m. 

1036. Your 1254, July 21,4 p.m. During the course of a con- 
versation on July 80 with the Chinese Ambassador, I mentioned a 
report that had reached us to the effect that T. V. Soong had sent 
word to Chungking that an American official had spoken in a rather 
officious manner about China’s policies as they relate to the Com- 
munist situation there. I remarked that I could not understand this 
and I said that, although some American officials, including myself, 
have wanted at all times to be kept informed concerning China’s in- 
ternal situation involving political and economic aspects, et cetera, 

| primarily in order to be currently informed as to China’s capacity 
for resistance in the war between her and Japan, any inquiries on 
those points, of course, have not the remotest resemblance to what 
Dr. Soong is said to have reported to Chungking. Ambassador 

Wei said that he had not heard of the report, that it was likewise 
incomprehensible to him. 

Huu 

893.00/15109 

The Second Secretary of Embassy in China (Service) to the Chargé 
in China (Atcheson)** | 

No. 24 Lancnow, August 5, 1948. 

Sir: I have the honor to transmit a memorandum of comments 
made to me by Mr. M. Konstantinoff, the Soviet Embassy representa- 
tive in Lanchow, regarding the war and internal problems in China. 

In brief summary: Mr. Konstantinoff is concerned over the Kuo- 
mintang-Communist situation but denies the possibility of Russian 
intervention or assistance to the Communists. He also feels that the 
present Chinese Government is making a mistake in its handling of 
the minorities question in the Northwest and border regions. He 
does not expect Russian participation in the war against Japan. 

Mr. Konstantinoff served in the Consulate General at Shanghai 
from about 1937 to 1940, returned to the Foreign Office for a period of 
duty, and then came to Lanchow in August, 1942. He has been 
very friendly to me, and to Captain Tolstoy,”> U.S. A., who has been 
in Lanchow for the past month, and has been willing to discuss 

* Copy transmitted to the Department by the Chargé in his despatch No, 1481, 
August 17; received September 3. 

*Tlia Tolstoy, of the Office of Strategic Services; see pp. 620 ff.
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general problems with an openness and apparent frankness rather 

unusual for our Russian colleagues. 
Respectfully, JOHN S. SERVICE 

[Enclosure] 

Memorandum by the Second Secretary of Embassy in China (Service) 

Lancnow, August 5, 1943. 

Mr. Konstantinoff’s comments regarding the suspicion with which 
he is treated by the local authorities has been mentioned in other 
reports (see despatch no. 22, August 3, 1943 *). He considers Ameri- 
cans relatively free from this attitude and envies what he speaks of 
as our freedom to travel and to make personal contacts with Chinese. 

He is very much interested in the Mohammedan question in the 
Northwest and in the Chinese treatment of the Tibetans and Mongols. 
The Mohammedan question, he feels, is more important than Chinese 
realize and they will continue to be opposed by the Mohammedans 
until Mohammedan interests are recognized and given a more impor- 
tant share in Party and local government matters. Mohammedan 
unrest, along with agrarian and landlord resistance to taxation and 
conscription is, he believes, an important factor in the recent disturb- 

ances in Kansu. 
The Tibetans and Mongols, he believes, cannot be won to China 

unless China abandons its attitude toward “subject” peoples, gives up 
its present policy of “sinification”, and gives up its efforts to govern 
them by direct control or through support of their own feudalistic 
leaders. Positively he thinks that the Chinese must permit these 
peoples to have their own free cultural development, grant them full 
powers of local government (at the same time assisting their progress 
toward democracy by weakening the power of the church and feudal 
nobility), and assist their economic development by technical help in 
such matters as control of animal disease. Mr. Konstantinoff has re- 
cently been reading Owen Lattimore’s nner Asian Frontiers of 
China. He expresses great interest in it and general agreement with 
its conclusions. 

The model for his thinking on the minorities question is obviously 
the Russian treatment of its own Central Asian minorities and the 
revolution that has been brought about in Outer Mongolia. He denies 
Russian control of Outer Mongolia but admits Russian assistance. 
The conditions of the people as a whole have been so improved that 
the country will fight against either Japan or China if the need arises. 

Similarly in regard to Sinkiang, Mr. Konstantinoff fears that Chi- 

** Not found in Department files, but see despatch No. 1480, August 17, from the 
Chargé in China, p. 315.
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nese policies, unless radically changed, will alienate rather than win 
the people. In any event, he believes, Sinkiang cannot avoid having 
closer economic ties with Russia than with China. 

The current emphasis on the development of the Northwest has 
primarily political significance. Development work cannot be carried 

out until after the war and even then only in the face of physical difii- 
culties which the Chinese will not for some time, because of technical 

deficiencies, be able to surmount. 
Mr. Konstantinoff is much concerned over the present tension be- 

tween the Kuomintang and the Chinese Communists. At the same 
time he appears to be without channels of information on actual] devel- 
opments. He has avoided contact with the Communist representa- 
tives in Lanchow and is always interested in attempting to learn any 
news that I may have. He feels strongly that the Kuomintang will 
be making a “very serious mistake” if it attempts to liquidate the 
Communists by force, suggesting that the Communists may utilize 
forces of discontent in the country and prove too strong for the Kuo- 
mintang. He is pessimistic about the future-of relations between the 
two parties and regards eventual trouble as probably inevitable. 

He laughs at Chinese rumors and stories of Soviet planes flying 
back and forth to the Communist area, denies that they have received 
any material assistance from Russia “for many years”, and goes on 
to say that Russia is now too concerned with her own life-and-death 
struggle to intervene in China or to give help to the Chinese Commu- 
nists. (His remarks may be interpreted as implying, however, that if 
Russia were not so concerned with the war against Germany, she 
might be interested in helping the Communists. ) . 

In discussing the Communists he takes the line that they are not 
Communistic in the Russian sense. But he believes that China is not 
ready for full Communism and that the Chinese program is therefore 
more appropriate for the conditions in China. He believes the Com- 
munists have made great progress in honest government, in eliminat- 
ing graft and corruption, in economic control, in political indoctri- 
nation of the people so that they have an interest in the war, and in 
representative government. | 

He criticizes the reactionary tendencies of the Kuomintang and 
their treatment of the people. 

Discussing the possibility of Russian participation in the war 
against Japan, Mr. Konstantinoff thinks that this is unlikely. Russia’s 
own problems in defeating Germany and in rehabilitating her de- 
stroyed areas will consume her entire resources for some time. She 
will be friendly toward the Allies in their war against Japan but her 
assistance will probably not go as far as permitting American use of 
Russian airbases. | | 

Jf[oun] S[tewarr] S[ervice]
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811.43 Institute of Pacific Relations/197 : Telegram 

The Secretary of State to the Chargé in China (Atcheson) 

Wasuineton, August 7, 19483—11 p.m. 

1058. Department has been notified by Institute of Pacific Rela- 
tions that Edward C. Carter and W. L. Holland, representatives of 
that organization, are now en route to China. 

We understand that Dr. T. V. Soong has already notified the inter- 
ested Chinese officials in Chungking of Mr. Carter’s approaching visit. 

Hoi 

761.93/1731 

The Chargé in China (Atcheson) to the Secretary of State 

No. 1448 Cuunexine, August 9, 1948. 
| [ Received September 1.] 

Sir: I have the honor to refer to the Embassy’s telegram No. 
1197, July 16, 10 [8] a. m.”’ in regard to the recent change in status 
of certain Chinese consular offices in the Soviet Union and to transmit 
herewith a copy of a despatch (no. 17 of July 3, 1948) from the Con- 
sulate at Tihwa” on the general subject of Sinkiang-U. S. S. R. 
relations. 

Mr. Clubb first sets forth in somewhat more detail the information 
contained in the Embassy’s reference telegram. 

He then gives such information as he has been able to obtain in 
regard to political prisoners in Sinkiang, a subject which he appar- 
ently confused with the Department’s inquiry (telegram no. 823, 
June 29, 5 [2] p. m. to the Embassy) in regard to imprisonment of 
Chinese nationals in Siberia. Mr. Clubb quotes the estimate of a 
reliable but not necessarily exactly informed source to the effect 
that during the past three years about 1,000 persons have been im- 
prisoned in Tihwa for political reasons, including some 300 since 
August 1942 (the date of the visit to Sinkiang of Mme. Chiang 
Kai-shek and General Chu Shao-liang). A number of Chinese re- 
turned students from Russia and other intellectuals are reportedly 
included in this latter group. Mr. Clubb makes a “conservative rough 
estimate” that some 20 Russians and perhaps 40 Chinese (assumably 
political prisoners) have been released from Tihwa prisons since 
last August. 

In the latter part of his despatch Mr. Clubb discusses at some length 
Soviet-Sinkiang relations and the political situation in Sinkiang. His 
observations may be summarized as follows: 

* Not printed.



310 FOREIGN RELATIONS, 19438, CHINA 

It appears probable that the political influence until recently exer- 

cised in Sinkiang by the Soviet Union has been somewhat over-esti- 

mated due to exaggerated political significance being attached to the 

stationing of Russian troops at Hami, the presence of Soviet advisors 

and technicians in the Sinkiang government, the trade relations 

between Sinkiang and the U. S. S. R., and political imprisonments 

which seemed to be the result of Soviet influence. The present deteri- 

oration in Soviet-Sinkiang relations began in the summer of 1942 

when Governor Sheng Shih-tsai, apparently underestimating Rus- 

sian strength vis-a-vis Germany, and overestimating the potentialities 

of the Chinese Central Government, found it opportune to re-orient 

his relationships under circumstances unlikely to increase sympathy 

between the Soviet Union and either Sinkiang Province or the 
Central Government. 

Mr. Clubb cites instances of political unrest in Sinkiang (in spite 
of the very strict police control in the province) and points out that 
the political situation may be expected to worsen with the anticipated 
deterioration in the provincial economy, a situation which does not 
point to any increase in the stability of Governor Sheng’s regime 
or in Central Government influence in Sinkiang. Although he hints 
that the Soviet Union would not be above taking advantage of the 
situation, Mr. Clubb thinks it highly improbable that the Russians 
would, under present circumstances, enter Sinkiang in force in order 
to set up a regime sympathetic to them. 

Respectfully yours, GrorcE ATCHESON, JR. 

893.44 Chiang Kai-shek/109 

Memorandum by Mr. Augustus S. Chase of the Division of Far 
Eastern Affairs 

[Extracts] 

[WasuHineton,| August 9, 1943. 

Reference underlying despatch no. 1220 of May 31, 1943, from our 
Embassy at Chungking, enclosing the original Chinese text of Gen- 

eralissimo Chiang Kai-shek’s book, China’s Destiny, and a condensed 
translation thereof prepared by the British Embassy at Chungking 
(copy of which had already been received in the Department through 

another channel).
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CoMMENT 

The Embassy’s views in regard to the significance of the book and 
its anti-liberal and somewhat anti-foreign tone are believed to be well 
taken. It is believed, however, that foreigners, in their initial re- 
action to the book, have perhaps shown a tendency to view it solely 
in the perspective of the war and United Nations objectives and 
hence to overemphasize undesirable features which from a long-range 
viewpoint take on a more natural if not less disturbing character. 
In fairness the following may be pointed out: 

Criticism of foreign countries, with the exception of Japan, is 
largely confined to the pre-war past—though it is true that an 
unfortunately distorted and biased picture of China’s treatment by 
foreign nations is drawn with the obvious purpose of keeping alive 
the impression that China’s past ills and failures were the result of the 
“unequal treaties”. With respect to the present and future, the senti- 
ment toward foreign countries other than Japan and its Axis part- 
ners is friendly rather than hostile except for an assertion in Chapter 
VIII that European political philosophy makes mankind the slaves 
of the techniques of war and industrial production in contrast to 
China’s philosophy which regards them as servants of mankind. 
Even with regard to the past, criticism of the United States is limited 
to including us among the nations which imposed “unequal treaties” : 
There is no specific censure, no mention, for example, of the Nan- 
king Incident,” of American oil shipments to Japan, of our immigra- 
tion laws, or of the “inadequacy” of our aid to China. The past en- 
croachments of Britain and Russia are severely and specifically cen- 
sured, but in both the past and present Japan is the principal target 
and the epithet “Japanese brigands” appears frequently. China’s new 
“equal treaties” with the United States and Britain are extolled at 
length and it is stated that their conclusion “is not only the most 
important page in the history of the rebirth of our Chinese people, 
but the friendly nations of America and England have erected a 
shining beacon to the equality and freedom of the world and hu- 
manity.” There are several cordial references to China’s association 
with the United Nations and their common objectives and at least 
brief passages which refute the charge that Nazism and Fascism are 
not attacked. While it is made clear that Outer Mongolia, Kowloon 
and Hong Kong should be returned to Chinese control, the approach 
here is friendly in tone. Sympathy for the aspirations of Asiatic 
peoples is expressed but without any threat or specific demands. 

** Notation by the Adviser on Political Relations (Hornbeck) : “Many Chinese 
believe it. S. K. H.” 

* March 24, 1927; see Foreign Relations, 1927, vol. 11, pp. 146 ff.
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Even the worst passages of the book are more moderate than prop- 
aganda issued by the Kuomintang at earlier stages of its career. 

As the Embassy indicates, the book’s anti-liberal tone appears of 
more serious consequence than its anti-foreign aspects. Even here, 
however, the book is not a new iteration of policy but only an au- 
thoritative confirmation of already manifested reactionary Kuomin- 
tang views. Moreover, the basis for objection lies less in the actual 
statements made than in the inferences to be drawn from a back- 
ground knowledge of the Kuomintang’s past conduct. Thus, one 
could hardly describe as reactionary the statements that all political 
views will be tolerated save those which seek to overthrow Kuomin- 
tang control by force, that local political and social reforms are being 
undertaken and have only failed of completion as a result of disturbed 
conditions, that the Kuomintang program calls for “equalization of 
land rights and limitation of capital”, and that individual freedom 
must be tempered with respect for the law. It is only when one real- 
izes the past consistent failure of the Chungking Government to carry 
out its pledges to the people, the obstinate determination of reaction- 
ary Kuomintang elements to preserve their power and opportunities 
for profit, and the uncompromising attitude toward the Chinese Com- 
munists that the unfortunate significance of the book becomes evident. 
Even the position taken toward Western democracy is offset by well- 
sounding statements with which it is difficult to take issue. 

In conclusion, the worst that may be said of the book is that it 
authoritatively reaffirms undesirable policies already expressed and 
that a particularly unfortunate time has been chosen for its publica- 
tion. The best that can be said of it is that it is obviously intended to 
build up a spirit of patriotism, unity, self-respect and self-reliance 
among the Chinese people and that the methods used to achieve this 
purpose are probably no worse than those employed in nationalistic 
propaganda of most other countries. 

893.248/281 

The Chargé in China (Atcheson) to the Secretary of State 

No. 1449 Cuuncxine, August 9, 1943. 
[Received September 1. ] 

Sir: I have the honor to report that the Consul at Tihwa, in a tele- 
gram dated August 1, states that he has been confidentially informed 
by the local Special Delegate for Foreign Affairs that the Soviet 
Russians are removing all equipment but water and light units from
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the Toutungho airplane assembly plant; that the U.S.S.R. Govern- 
ment is now offering to sell the remaining installations to the Chinese 
Government at a reported price of $4,000,000 (assumably U.S. cur- 
rency); and that the chief of the Chinese air force, General Chou 
Chih-jou, who recently inspected the plant, will probably recommend 
to the Generalissimo that it either be re-equipped for plane assembly 
or used as an advanced air training school, and that American lend- 
lease aid be requested to enable purchase of the present plant and 
needed additional equipment. Mr. Clubb states that he is reporting 
more fully on the matter by mail. : 

In a mail despatch (no. 20, July 28, 1948 °°) Mr. Clubb gives the 
following information in regard to the Toutungho plant. 

“The T’ou T’ung Ho airplane assembly plant, which has operated 
under the name “Agricultural Implements Factory”, is located 42 
kilometers from Tihwa, at the foot of a mountain range at the ap- 
proximate point at which a small river (presumably of the same 
uname) cdebouches onto the plain, on a road which ieaves the main 
highway at a point 23 kilometers northwest of town in a line directly 
southwest. It 1s reported that Russian evacuation of that place is 
nearly completed, the only remaining material to be removed con- 
sisting of lumber, furniture, et cetera. Information obtained in 
KKuldja indicated that about 800 Soviet Russian citizens (including 
families) had been in residence at that place and were now removing 
to the Soviet Union. The location is not readily observable from the 
highway, but from one point it was seen to include a good number 
of buildings and something which seemed to be a water tower. 

it is not as yet clear just why, from both the Chinese and Russian 
points of view, the project in question was originally undertaken.” 

No information is available as to the exact extent of the develop- 
ment at Toutungho but it is the Embassy’s understanding that no 
planes have actually been assembled there. 
From information at present available the geographic location of 

the plant and the transportation difficulties in Sinkiang would seem 
to render its use either as a plane assembly plant or an air training 
school economically impractical. If it later appears that the Chinese 
desire to push the project and that their motives are principally politi- 
cal, the Embassy suggests that the Department might wish to give 
consideration to the implications of American aid for the project 
before such aid is extended. 

The Embassy will, of course, keep the Department fully informed 
of any further developments. 

Respectfully yours, GEORGE ATCHESON, JR. 

*®° Not printed.
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740.0011 Pacific War/3376: Telegram 

The Chargé in China (Atcheson) to the Secretary of State 

Cuunexina, August 11, 1943—3 p. m. 
[Received August 11—12:54 p. m.] 

1429. Embassy’s 1825, July 28,6p.m. That [Zhe] New York Times 

correspondent has been informed by an authoritative source that 

Government “had decided” not to use force to resolve Kuomintang- 

Communist difficulties. Both the Vew York Times and the UP 

correspondents have been informed by Ministry of Information that 

they may report that Government definitely will not use force against 

Communists. 
I am informed by one of the highest officials of the Government 

that some tension in the situation still exists but that Government 

will not resort to force and that in his opinion the difficulties will be 

resolved, if not during war, at least very shortly after peace comes, 

by political means. He spoke with obvious assurance in regard to 

Government’s intention not to resort to force. 
ATCHESON 

893.00/15086 : Telegram 

The Chargé in China (Atcheson) to the Secretary of State 

Cuunexine, August 12, 1943—6 p. m. 
[Received August 12—3:16 p. m.] 

1438. Embassy’s 1183, July 14, noon. The Military Attaché 
Colonel DePass, who has recently returned, yesterday received a visit 
from the Soviet Military Attaché who indicated that the Soviet 

Government was much concerned over the Kuomintang-Communist 

situation and who made persistent efforts to elicit information as to 
the probable attitude of the American Government, especially in 
regard to the continued furnishing of aid to China, in case actual 

hostilities between the Kuomintang and the Communist forces should 
break out. (I am satisfied that DePass handled the conversation 

properly.) 
This continued more or less open Soviet interest in the Kuomintang- 

Communist situation is of perhaps more than superficial significance. 

It seems to offer for one thing an illuminating sidelight on present 

Sino-Soviet relations and might be interpreted as giving some support 
to fears, which are deeply ingrained in reactionary Kuomintang 

Government circles, of Russia’s good faith as a partial Ally and of 
Russia’s future intentions. For example, the line of argument of 

Chinese officials who have advocated the resolving of the Communist
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problem by force has been that otherwise, if and when Russia should 
enter the war against Japan, Russian forces would sweep down 
through Manchuria and Korea and their Chinese Communist col- 
leagues would take over North China. Now with the Communist 
question added to other important outstanding Sino-Russian prob- 
lems the prospects of friendly and sincere cooperation between Russia 
and China either during or after the war would seem to be lessening 
rather than increasing. 

Repeated to Moscow. 
ATCHESON 

893.00/15088 : Telegram 

The Chargé in China (Atcheson) to the Secretary of State 

| Cuunexine, August 16, 1943—5 p. m. 
[Received August 16—2: 26 p. m.] 

1483. Following from Drumright at Sian dated August 13. 

Having just arrived at Sian from Peiping via Yenan, Gustav 
Soderbom *! reports attending a mass meeting at Yenan, the most 
significant feature of which was defiance and antagonism displayed 
toward the Central Government. He states that Chu Teh and Chou 
En-lai told him the Chinese Communists will not disband and will re- 
sist if attacked by central armies which comprise 11 divisions and 2 
brigades along boundary of special area from the Yellow River to 
Kansu. 

ATCHESON 

893.00/15108 

The Chargé in China (Aicheson) to the Secretary of State 

No. 1480 Cuunexina, August 17, 1948. 
[Received September 3.] 

Sir: I have the honor to refer to the Embassy’s telegrams Nos. 1325, 
July 28, 6 p. m. and 1438, August 12, 6 p. m., and to enclose, as of 
possible background interest, a copy of a memorandum of August 3, 
19438 *? from the Embassy officer at Lanchow in which various illustra- 

tions are given of the antipathy to Soviet Russia and the Chinese 
Communists currently being manifested in official and Kuomintang 
Party circles in Lanchow. 

These illustrations include the onerous restrictions upon the activi- 
ties and contacts of the Soviet Embassy representative at Lanchow; 
the minimizing, in local propaganda, of Russia’s part in the war; 
various evidences of Chinese expectations of a future conflict with 

* A Swedish subject who had resided many years in China. 
® Enclosure not printed. 

332545—57——21
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Russia; and remarks of various officials indicating antagonism toward 
Soviet Russia and the Chinese Communists. 

Respectfully yours, GrorGE ATCHESON, JR. 

800.00B Communist International/325 : Telegram 

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

Moscow, August 18, 1943—1 p. m. 
[Received August 19—3: 30 a. m.] 

1115. Department’s 455, June 18,9 p.m. My 114 [7114], August 
18.8 The article on China is noteworthy since it is the first Soviet press 
statement openly to champion the cause of the Chinese Communists 
whose role in China’s struggle for independence is emphasized. 
Moreover it is more critical of Japan than before [has been] the case 
in the Soviet press. The article is also interesting in that it attacks 
as pro-Japanese the Chinese groups which are allegedly seeking 
to destroy Communist Fourth and Eighth Armies. Finally, while 
Chiang Kai-shek is not attacked, elements in his following and in the 
Chungking Government are accused of treason. 

STANDLEY 

893.00/15112 

The Chargé in China (Atcheson) to the Secretary of State 

No. 1485 | Cuunexine, August 18, 1948. 
[Received September 13.] 

Sir: Reference is made to the Embassy’s despatch No. 1810 of 
June 30, 1943 on the subject of conditions in Kansu Province. 

There is now enclosed a copy of a despatch No. 9, July 18, 1943, with 
enclosure,* from the Second Secretary at Lanchow, in regard to 
political unrest in Kansu, which may be summarized as follows: 

An agrarian uprising which occurred in parts of Kansu last spring, 
in which perhaps 50,000 or more armed peasants participated, has now 
subsided assumably because of their present [pre]occupation with 
the cultivation and harvesting of crops. Among the causes of the 
unrest were (1) dislike for the provincial regime (the chairman is 
considered unduly harsh and his subordinates, principally from other 
provinces, are considered “foreign”) ; (2) resentment of conscription 

“Latter not printed; it reviewed articles in War and the Working Class 
of August 1, 1943 (861.9111/424). 

* Neither printed.
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and heavy grain collections; (3) apparent attempts by the Provincial 

Government to suppress the opium trade, which is largely in the 

hands of secret societies which are linked to the powerful landlord- 

gentry class; and (4) presence within the province of armed, dis- 

banded former soldiers. 

According to Mr. Service, it appears likely that, with the comple- 

tion of agricultural activities in the Autumn and recommencement 

of collection of taxes in kind, disturbances will recur. To meet this 

situation and to guard against a possiblg attempt by the Communists , 

to capitalize on the situation by moving into Central Kansu, the’ 

troops in the province have been reinforced and defense works are 

being constructed. 

Respectfully yours, Grorce ATCHESON, JR. 

761.90 /8-1948 

Memorandum Prepared in the Department of State * 

| [Wasuineton,| August 19, 1943. 

U.S.S.R. Arms In THE Far East 

I 

The basic aims in the Far East of the Soviet Union do not differ in 

fundamental character from its aims in Europe, in the Near East, 453/— 

or in other areas adjacent or near to the U.S.S.R. The perhaps pri- cijsceq 

mary motivating factor in Soviet policy is a natural desire to promote \, — 

national security. The economic and political—including security— x V 

aspects of Soviet aims in the Far East are closely interwoven. | 

The Soviet, Government has as one of its paramount political_ob- | 

jectives the creation of well disposed and ideologically sympathetic 
governments in nearby areas. As outstanding examples we have the 

Soviet Union’s infiltration into Outer Mongolia (where a Soviet Gov-. 

ernment has been created) and its influence in Sinkiang and among | 

the so-called Chinese Communists in northwest China. It is believed | 

that Korean guerrillas operating in Manchuria have close Soviet | 

connections. By virtue of Soviet influence in Outer Mongolia, the: 

Mongols in Inner Mongolia would probably be susceptible to Soviet 

propaganda and infiltration. Reference to the German, Polish, Yugo- 

slavian and other “free” movements sponsored by the Soviet Govern-| 

ment should give clear indication of the course which that Government 

is likely to attempt to follow vis-a-vis China, Korea, Japan and 

possibly other areas in the Far East, such as Burma, Thailand and 

*Drafted by the Adviser on Political Relations (Hornbeck) , the Chief of the 
Division of Far Eastern Affairs (Ballantine), and Max W. Bishop and John 
Carter Vincent of the same Division.
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the Philippines if and when the Soviet Government feels the time is 
propitious. The Soviet Government has a deep organic suspicion of 
any and all non-Soviet governments. This suspicion gives rise to 
determined efforts to bring neighboring governments and peoples into 
Soviet Russia’s orbit and actually, if not openly, to exercise control 
over them. At the same time and for similar reasons, the Soviet 
Union seeks to influence and, if possible, to gain control of social and 
economic movements which might be termed revolutionary in the 

| orthodox sense of that term. Movements of this character may be ex- 
pected to increase in the Far East. 

The Soviet Government still has a strong desire for warm water 
ports. It is to be expected, therefore, that one of its basic objectives 
in the Far East is to obtain access to the Pacific through a port or 
ports in north China or in Korea. As a corollary to this objective, 
we may also expect Soviet Russia to desire transit privileges via the 
railways across Manchuria to a warm water port or ports and to Vladi- 
vostok. It is probable that Soviet Russia would not feel it necessary 
to annex a warm water port in north China or in Korea provided such 
port or ports were under a government of which the Russian Govern- 
ment approved and upon which it felt it could rely—in other words, 
a government more or less similar to that which now exists in Outer 
Mongolia. 

IT 

So long as the military situation in Europe is such as to require the 
concentration of practically all of the offensive strength of the 
U.S.S.R. against Germany, it is probable that the implementation 
of Soviet policies in the Far East will be confined for the most part 
to political maneuvering and intrigue, to dissemination of propaganda 
and to proselyting of Communist disciples. In the meantime the 
Soviet Government will take full advantage of every possible oppor- 
tunity to prepare for more positive action in the future. It is difficult 
to estimate what the situation in Soviet Russia will be after the termi- 
nation of Russo-German hostilities, and it is correspondingly difficult 
to estimate the amount of strength which Soviet Russia will then be 
able to turn toward the Far East. It is reasonable to expect, however, 

. that Soviet Russia will at some time in the future depart from its 
present policy of not offering material assistance to the Chinese Com- 
munists and of not openly opposing the Japanese. An article re- 
cently published in a semi-official Soviet journal criticizing the Kuo- 
mintang Government of China affords illuminating evidence that the 
U.S.S.R. is acutely conscious of developments in the Far East. It is 
most likely that while the Soviet Union remains engaged in Europe 
on the present scale it will continue to follow a policy of expedient 
stability in its relations with Japan and of maintaining at least openly
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a neutral attitude between the Chinese Communists and the Kuomin- 

tang. 

One effect of peace in Europe will be to strengthen Soviet Russia’s 

hand in the Far East. 
The degree to which Soviet influence in the Far East will be in- 

creased will depend upon a number of factors which must for the 

present at least remain imponderables. It is to be noted, however, 

that conditions in the Far East and the policies and programs pur- 

sued by China, by Japan and by Western countries will have an 

important effect upon the development of the position of Soviet Rus- 

sia in the Far East. In other words, in addition to the positive 

side of Russian aims, policies and programs, account must also be 

taken of probable situations and conditions which might further 

Soviet aims without there being put forth any considerable positive 

effort on the part of the U.S.S.R. It may be assumed that areas in 

the Far East where there exist social unrest and political instability, 

conducive to the type of so-called revolutionary movements mentioned 

earlier in this memorandum, will furnish fertile fields for the exten- 

sion of Soviet influence. Such a development need not, and probably 

will not, have as its aim territorial aggrandizement or even well- 

defined political objectives on the part of the Soviet Union. It may | 

quite understandably be more in the nature of an attraction on the | 

part of the peoples of those areas to Soviet Russia, because of dis- 

satisfaction with governmental policies and conditions in those areas, | \e 

than in the nature of a positive move on the part of the Soviet Gov-| 

ernment. It is well to bear in mind, therefore, that post-war con- | 

ditions in China and other Far Eastern areas—such as failures to give | 

serious attention tothe needs of the people—may be more responsible | 

for political developments in the Far East in-which Soviet Russia | 
would be concerned than any policy or initiative taken by the Soviet | 

Government. There will be a natural tendency, however, on the | 

part of the authorities in the area concerned, such as in China, to 
place the blame for their own failures at the doorstep of Moscow as 

the instigator of social unrest. 
In any post-war settlement which is worked out in the Far Kast 

it is to be expected that Soviet Russia will seek to influence that settle- 
ment in a way which would facilitate the realization of basic Soviet 

desiderata set forth in the first section of this memorandum. It is 

believed that this will be true whether Soviet Russia actively enters 

the war against Japan or not. The Soviet Union will probably seek 

to gain control of or to create Sovietized governments among the 

peoples of Inner Mongolia, Manchuria, Korea and possibly other areas 

in the Western Pacific; in the matter of influence, Soviet desires would 

include substantial influence in and over Japan.



320 FOREIGN RELATIONS, 1943, CHINA 

Should the Soviet Union, as is likely, enter the war against Japan 
in its later stages and before Japan’s capitulation, she would probably 
endeavor to send troops into Manchuria, southern Saghalin and 
Korea. Were she to achieve this, she would probably make demands 
for some territorial and/or administrative advantages in those areas 
for Soviet account; but this is problematical. The Soviet Union 
would probably demand an important voice at any conference in 
relation to the settlement of Far Eastern affairs. In any event it is 

5 reasonable to expect Soviet Russia to wish to move into areas, if any, 
“~ in north China and possibly Korea where a political vacuum might 
|, havebeen created by the defeat of Japan. ~~~ oo 

* (The foregoing estimate takes no account of the possibility of a 
separate peace between Germany and the U.S.S.R. Should a sep- 
arate peace be made between these two countries more active Soviet 
interference in China might well be forthcoming, as well as efforts to 
bring about peace between Japan and China in order for obvious 
reasons to prolong Japan’s war with the United States and Great 
Britain.) 

Existing conditions in China and the probable conditions through- 
out the Far East at the end of the war make it likely that the Soviet 
Union will be in a strong position toward achieving its fundamental 
alms in regard to those areas. 

893.248/280: Telegram 

Lhe Chargé in China (Atcheson) to the Secretary of State 

Cuuneoxina, August 19, 1943—9 a. m. 
[Received 1:45 p. m.] 

1508. Department’s 1113, August 16.°° Embassy’s despatch 1449, 
August 9, forwarded by pouch August 11, communicates information 
from Consul at Tihwa obtained from Foreign Office representative 
there to the effect that Soviet Russians are removing all equipment 
but water and light units from Toutungho airplane assembly plant 
near Tihwa, only such plant known to exist in Sinkiang. 

Consul reported under date July 9 that Soviet sources confirmed 
reports of Russian withdrawal from the Tushan oil field near Wusu, 
only field known to have been developed in Sinkiang. Withdrawal 
said to involve removal of all equipment totalling some 15,000 tons 
and to require several months time although production already 
stopped. 

ATCHESON 

* Not printed.
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893.00/15096 : Telegram 

The Chargé in China (Atcheson) to the Secretary of State 

Cuunexine, August 21, 1943—1 p. m. 
[Received 4: 35 p. m.] 

1532. According to reliable sources, the next session of the CEC,*” 

originally scheduled for November, will begin about September 5, 

agenda to include Kuomintang-Communist relations and selection of 

new President of National Government. Consideration is also being 

given to possible adoption of some alteration in governmental struc- 

ture by providing something in the nature of a democratic appearing 

facade to meet recent foreign criticism of the administration’s Fascist 

tendencies. One suggestion along this line is that Presidency be made 

a position of actual executive authority on either American or former 

French lines and that there be a Prime Minister and a Cabinet com- 

posed of the heads of executive ministries. 

The People’s Political Council is expected to meet in September 

after the CEC session. 
ATCHESON 

811.43 Institute of Pacific Relations/198 : Telegram 

The Chargé in China (Atcheson) to the Secretary of State _ 

Cuunexina, August 24, 19438—3 p. m. 
[Received 4:04 p. m.] 

1552. Department’s 1053, August 7. Carter and Holland arrived 

August 22 without notice, came to Embassy, as no arrangements had 

been made for them, stayed with us until yesterday when they moved 

to Dr. Kung’s “suite” at a foreign style hostel. They saw the Gener- 

alissimo August 22 by appointment arranged [by] Assistant Military 

[Attaché ?]. 
They inform us now this visit was inspired by Soong and under- 

taken on invitation from Generalissimo after a consultation with Mr. 

Welles, Mr. Hornbeck and other Department officers and that they 

carry a letter from the White House. They have expressed consider- 

able interest in Communist situation. They plan in about 3 weeks 

to proceed to Russia. 
ATCHESON 

** Central Executive Committee of the Kuomintang.



322 FOREIGN RELATIONS, 1943, CHINA 

811.43 Institute of Pacific Relations/198: Telegram 

The Secretary of State to the Chargé in China (Atcheson) 

WasuincTon, August 26, 1948—6 p. m. 
1186. Your 1552, August 24,3 p.m. Regarding visitors’ expression 

of interest in the Communist situation, for Embassy’s guidance, De- 
partment has approved views expressed in a recent OWI directive 
that the less discussion there is currently of Kuomintang-Communist 
difficulties and problem the better. 

HULL 

893.00/15105 : Telegram 

Lhe Chargé in China (Atcheson) to the Secretary of State 

CHUNGEKING, September 1, 19483—4 p. m. 
[ Received September 3—9: 53 p. m.] 

1618. Embassy’s 1483, August 16. Drumright at Sian reports 
having been informed August 26 by General Hu Tsung-nan’s Chief 
of Staff that no armed conflict with the Communists has recently 
occurred and that the Central Government still hopes for a political 
rather than a military solution of the Communist problem. The 
general impression in Chungking is that the period of tension has 
passed, at least pending the outcome of the forthcoming session of the 
CEC (Embassy’s 1532, August 21). 

ATCHESON 

893.00/15140 

Memorandum by the Chief of the Division of Far Eastern Affairs 
(Ballantine) to the Secretary of State® 

[Wasuineton,] September 2, 1948. 

Mr. Secrerary: Recently there has appeared in the American 
press considerable discussion of conditions in China and of the state 
of China’s war effort. Some of that discussion has been extremely 
critical ; some has been sympathetic. 

In the light of that discussion and without attempting to deal with 
all details thereof, FE believes that you may be interested in FE’s 
comments on certain aspects of the general situation which would 
seem to be important in reference to this Government’s formulation 
of policy. 

© Forwarded to the Secretary of State by the Adviser on Political Relations 
(Hornbeck) with his memorandum of September 15: “This is a volunteered ex- 
pression by FE of views regarding current developments and trends in China.”
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I 

In recent months development within the Government of China 
of an increasingly reactionary type of nationalism has been appar- 
ent. This development is marked by suppression of freedom of 
movement and of expression of thought through expansion of censor- 
ship and secret police methods. Conditions exist in which there are 
inherent factors of potential civil war. Increased propagation of 
artificial philosophies of national heritage and “destiny”, as enun- 
ciated by the leader, and also a growing avoidance of and withdrawal 
from foreigners have been noted. Economic power is concentrated 
in a few hands. 

If this trend toward political and economic nationalism continues, 

China will become a country where all opposition to a small ruling 
group will be stifled and where that ruling group, by inculcating sus- 
picion of foreigners, will stand between the people of China and other 
nations and peoples. Mutually frank relations would be made 
difficult by narrow-gauge Chinese nationalistic aspirations which 
include a desire to occupy a role of leadership throughout the Far 
East and India where nationalism is growing. Our observers in 
China frequently in recent months have submitted many statements 
corroborative of the increasingly reactionary character of the 
Chinese Government. 

IT | 

The present Government of China is admittedly under the exclusive 
control of the Kuomintang party of which Generalissimo Chiang 
Kai-shek is the “leader”. The Generalissimo through the exercise 
of balance of power among a group of lesser figures and through his 
own personal prestige and ability has gathered into his own and his 
party’s hands the control of much of unoccupied China. 

This growth of power has been accompanied by an acceleration of 
chauvinistic natoinalism. Two recent books under the authorship 
of the Generalissimo are evidence of this attitude. His China’s 
Destiny reflects excessive nationalism, a definite inclination toward 
reliance on fascist doctrines, and a repudiation of democracy. 
His Chinese Economics similarly exhibits ultra nationalism and 
fascist ideology. These books display an antipathy for and a 
suspicion of western nations. Both books have been withdrawn 
from limited circulation, presumably because of realization of the 
unfavorable repercussions in western countries which would follow 
their dissemination. On the other hand, in certain passages of the 
books friendliness toward the United Nations is specifically expressed. 
Furthermore, in view of the lack of unity and political decentraliza- 
tion which has been conspicuously a source of national weakness in
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China, there is something to be said in favor of the emphasis placed 
in these books on patriotism and the need of developing a cohesive 
nationalism. 

The attitude of the Generalissimo and the Kuomintang toward the 
so-called “Communists” is further evidence of determination to main- 
tain one-party control. The Chinese “Communists” form the only 
movement in recent years which has openly aspired to a position of 
national importance rivaling the Kuomintang. Prior to 1937, war 
was openly waged between the Central Government and the Chinese 
“Communists”. In the face of Japanese aggression, however, the 
Kuomintang and the “Communists” formed a common front against 
Japan. Nevertheless they have failed to evolve a stable relationship. 
The consensus of observers in China is that eventual renewal of civil 
war is likely. Today the “Communist” territory is blockaded by sev- 

eral hundred thousand of the best troops in China, and block houses 
have been erected facing the “Communists”. In justice to the Chinese 
Government, however, it should be added that, while blockading the 
Chinese “Communists”, those troops are at the same time guarding 
a vital part of China from a possible Japanese advance into the 
northwest. 

ITT 

There has been pointed out the desirability of bringing into the 
light points of difference and friction in international affairs. The 
virus of nationalism in China, with its attendant internal manifesta- 
tions, with its suspicion and misunderstanding, is capable of becom- 
ing a cancer. Perhaps the most important political problems which 
we shall face in achievement of our policies and objectives in the Far 
Kast are (a) internal conditions of China; (5) the basic policy aims 
of Soviet Russia in that area; (c) the relations between Soviet 
Russia and China; (d) the post-war policies of Great Britain 
in the Far East; (e) the relations between Great Britain and China 
and Japan; and (/) Japan’s post-war position in the Far East and 
the relations between Japan and other Asiatic peoples. The develop- 
ments in China which have been outlined here most briefly will have 
a profound effect on all of these problems. The type of nationalism 
which develops in China can, it is believed, be markedly affected by 
the policies and programs of this Government. 

It is hardly to be expected that the tide of growing nationalism 
among the Chinese, or for that matter among all Asiatics and many 
colored peoples, can be dissipated. Rather than to attempt to destroy 
the feeling of nationalism, it would seem to be more desirable to at- 
tempt to direct it into healthy channels and to avoid the spread of 
mutual suspicion and misunderstanding and blind faith in preclusive 
nationalism.
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It is not believed that these developments, which in large part have 

the character of manifestations of an evolving trend of national de- 

velopment, call for specific action at this moment and no recommenda- 

tion for action is submitted. It is believed to be highly important, 

however, that we should all be aware of this trend in the present 

Government of China in order that problems which arise from time 

to time may be viewed in their proper perspective. 
These developments are most important for the long-swing post- 

war world, and in view of the close interest which the President has 

in China and in the Far East, it is believed that you may wish at an 

opportune moment to discuss these developments with the President, 

not with a view to suggesting any immediate action but merely for 

the purpose of informing him of the evolving situation and potenti- 

alities in China. 
J[osera] W. B[Autantine | 

893.00/15184 

The Chargé in China (Atcheson) to the Secretary of State 

No. 1541 CHUNGKING, September 4, 19438. 
[Received October 1.] 

Sir: Referring to the Embassy’s telegram No. 1483, August 16, 

5 p.m. in regard to conditions in Communist-controlled areas in north 

China, there is enclosed a copy of despatch No. 45 of August 16, 1943, 

from the Secretary on detail at Sian which served as the basis for 

the telegram under reference. 
Mr. Drumright describes in his despatch a conversation with Mr. 

Gustav Soderbom, a Swedish subject who has long resided in Inner 

Mongolia and Peiping and who arrived at Sian in early August after 

a month’s residence at Yenan en route from Peiping to Chungking. 

According to Mr. Soderbom, the Chinese Communists control large 

areas in Hopei and Shansi provinces although they are not active 

militarily because of a lack of matériel. Their chief source of arms 

at present is the Japanese-occupied areas where military supplies are 

purchased from Chinese gun-runners and smuggled into Communist 

areas. Capture of military equipment from Japanese and Chinese 

puppet forces, the former source of most of the equipment of the 

Communist troops, has become increasingly difficult due to lack of 

military operations as the Japanese are not active in combatting guer- 

rilla operations. The Japanese make only occasional forays into the 

interior either to seize grain and other loot or to disperse guerrilla 

“ Not printed. |
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concentrations endangering Japanese positions or communications. 
Communist troops are relatively well fed and clothed and their spirit 
is excellent. They appear to be on good terms with the people, taxa- 
tion and labor conscription being carried out in such an equitable 
manner that little resentment is created among the populace. Pro- 
ceeds from the sale of opium grown in Communist areas in Shansi are 
used to bolster Communist revenues, to support the Communist-issued 
currency and to purchase commodities in the Japanese-occupied areas. 
Most of the opium appears to be sold or bartered in enemy-controlled 
areas. 

Mr. Soderbom found the atmosphere at Yenan in early July tense 
due to reports of Chungking troop concentrations in areas surround- 
ing Communist territory. General Chu Teh, commander of the Com- 
munist armies, and General Chou En-lai, Communist Party repre- 
sentative at Chungking who arrived at Yenan on July 15, informed 
Mr. Soderbom that the Chinese Communist Party would not dissolve 
and that the Communists would resist any Chungking military attack 
against them. Speeches by Communist leaders at a mass meeting of 
8,000 people at Yenan on July 9, at which Mr. Soderbom was present, 
were characterized by criticism and defiance of and antagonism toward 
the Central Government and its policies. 

The description given by this eye-witness of conditions in the Com- 
munist areas and of the atmosphere prevailing there appears to give 
further support to the feeling that the Communists will not willingly 
give up their government and army and that they are prepared to 
resist with force any armed attack against them by the Central Gov- 
ernment. This readiness to resist Chungking also bears out at least 
partially the contention of the Communists that this was one of the 
compelling factors which has brought about a lessening of the tension 
between the Communists and the Central Government (Embassy’s 
telegram No. 1325, July 28, 6 p. m.). 

At the height of the tension between the Communists and the Kuo- 
mintang there appeared in the Chinese press in various cities in Free 
China demands, evidently Kuomintang-inspired, by cultural bodies 
and other organizations for the dissolution of the Chinese Communist 
Party (Embassy’s telegrams No. 1240, July 21, 9 a.m. and No. 1489 of 
August 174+). Many of these articles referred to the dissension cre- 
ated in the Communist Party by the dissolution of the Comintern. 

The publication of these articles has ceased within the past two 
weeks. According to one report, General Pai Chung-hsi brought 
about the cessation of such articles by informing General Chiang Kai- 
shek that they were creating an unfavorable impression both in China 
and abroad. It may also be that the Kuomintang found that this so- 

“Latter not printed.
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called popular demand for the dissolution of the Communist Party 
did not achieve the expected results. It is interesting to note that this 
press campaign is similar to that employed at the time of the disband- 
ment of the New Fourth Army (Communist) in 1941. 

Respectfully yours, Grorce ATCHESON, JR. 

[In a memorandum dated October 30, Troy L. Perkins of 
the Division of Far Eastern Affairs stated: “Mr. Soderbom’s re- 
port tends to support the conclusions reached by other foreigners 
who have recently travelled through the Communist area: The Com- 
munists are not active militarily because of a lack of arms; they appear 
to be on good terms with the people, taxation and labor conscription 
being carried out in an equitable manner; the opium poppy is grown 
in Shansi to bolster guerrilla finances; and the Communists show 
no signs of acquiescing to Central Government threats or in- 

timidation.” (893.00/15134) | 

893.032/23 : Telegram 

The Chargé in China (Atcheson) to the Secretary of State 

CHUNGKING, September 7, 1943—3 p. m. 
[Received 8:30 p. m.] 

1648. The C.E.C. plenary session opened September 6 with Chiang 
Kai-shek presiding. In his opening address Chiang spoke of con- 
fidence in victory, but requested that the session concentrate on the 
question of postwar reconstruction. 

Informed Chinese now seem generally of opinion that question 
of a new President will be resolved by Chiang’s continuing [in] the 
post of Acting President. 

ATCHESON 

893.001/184 ; Telegram 

The Chargé in China (Atcheson) to the Secretary of State 

| CHUNGEING, September 9, 1943—noon. 
[Received September 10—9: 32 a. m.] 

1664. Embassy’s 1648, September 7th. 
1, From what we have been told by a number of competent sources 

the principal program of the present C.E.C. session appears to be 
taking shape along lines as follows:
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(a) Chiang Kai-shek will assume the Presidency and that office will 
be given actual and extensive powers, thus legalizing the personal 
powers which Chiang now exercises. For example, the President is 
to be Commander in Chief of the armed forces (as Chiang actually 
now is) ; is to select and appoint his own government, including the 
presidents of the Yuan, Government Ministers (a power which 
Chiang now exercises within the limits of the necessity of maintain- 
ing balance between cliques, et cetera); is to have powers of veto; 
is to hold tenure of office for 5 years, may serve 3 terms and may hold 
other posts concurrently. These changes are said to have been de- 
vised by the Cheng Hsueh Hsi (Political Science Group) to reduce 
the influence of the group which is reportedly looked upon with dis- 
favor by Mme. Chiang since her return because of criticism she heard 
in the United States of the Fascist trend of the latter’s policies. While 
the purpose of the change is thus in part to meet American criticism 
that the Chinese Government is undemocratic it seems clear that the 
proposed powers to be given Chiang will actually constitute a legal- 
ized dictatorship. 

Reported ty, some of the changes are not to be announced by the 
C.E.C. but in order to give them the appearance of popular support 
will be made the subject of resolutions to be passed by the P.P.C. 
scheduled to meet September 15. 

(6) Other changes under consideration but not as yet definitely 
determined upon as the above are said to include establishment of a 
Cabinet with a Prime Minister and appointment of H. H. Kung to 
that post. 

( cy The Communists will be offered acceptance into the Chinese 
political family as a legalized minority party provided they give up 
their armies and border governments and if as is expected they do 
not acquiesce in this almost complete sacrifice of their present power 
they will be publicly branded as bandits and rebels in the hope that 
the United States and rest of the world will so regard them. In sup- 
port of the Government’s position an extensive campaign is to be 
undertaken to publicize the alleged crimes of the Communists (recent 
articles and reports in the Chinese press indicate that this campaign 
already [is] under way). 

2. There is now in Chungking a large number of provincial chair- 
men and high military commanders, including chairmen of Sinkiang 
and Yunnan. The probable primary reason for their presence is to 
give an appearance of support and unanimity to the elevation of the 

Generalissimo to the new post of “President with Power.” Inclusion 
of practically all of the anti-Communist commanders may indicate 
that possible measures against the Communists in case of contingency 
will be a principal topic for military discussion. There will probably 
also be discussions regarding policy in the border regions and in deal- 
ing with agrarian disturbances. 

ATCHESON
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893.00/15187 

The Chargé in China (Aitcheson) to the Secretary of State 

No. 15638 CHUNGKING, September 10, 1948. 
| | [ Received October 9. ] 

Sir: There is enclosed a copy of a memorandum dated September 2, 
1943, submitted by Mr. John S. Service, Second Secretary of Em- 
bassy attached to the staff of General Stilwell, reporting statements 
made by General Teng Pao-shan, Commander of the Central Govern- 
ment’s 22nd Group Army with headquarters at Yulin, Shensi, to 
General Stilwell regarding Kuomintang-Communist relations. 

Summary of memorandum. 'The recent tension between the Cen- 
tral Government forces and Communist troops in the Shensi border 
areas was due to a misunderstanding, the Chungking troops sent to 
that area being merely replacements instead of reinforcements as 
feared by the Communists. With respect to the war against Japan, 
the situation is fundamentally bad as no effective military action can 
be taken against the Japanese either in north China or in Inner Mon- 
golia by either faction until military cooperation is achieved. The 
people in the Communist areas have benefitted by the democratic re- 
forms instituted there and the improved conditions of government. 
Their morale and that of the Communist troops is good. Because of 
the strategic importance of north China, it would be desirable for the 
United States to have American military observers in that area in 
order to obtain more complete over-all information regarding the 
Japanese and to bring about needed military cooperation between the 
Kuomintang and the Communists, with the possible result of causing 
the Central Government forces to give attention to military matters 
rather than to political ones as is true at present. L'nd of summary. 

With regard to the question of military cooperation, General Teng 
admits that the present state of virtual immobilization of the forces 
of both the Communist and the Central Government troops in the 
border areas has created a fundamentally unsound situation and that, 
while complete reconciliation between the two factions appears at 
present to be unattainable, limited cooperation in the military sphere 
alone might be possible if the Kuomintang can be made to realize the 
importance of united military action against the Japanese. 

General Teng explains that the stationing of American military 
observers in north China, both in the Communist and in adjacent 
areas, would also indicate to the Central Government the importance 
the United States attaches to the north China front, and he is of the 
opinion that their presence might not only result in causing Central 
Government forces to devote themselves to military rather than politi- 
cal matters but might at the same time provide assurance to the 

“Not printed.
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Communists that their forces engaged in fighting the Japanese would 
not be stabbed in the back by the Central Government troops. 

With reference to the possibility of a settlement of Kuomintang- 
Communist differences, General Teng expresses the opinion that the 
Communists are willing to accept Kuomintang terms in principle but 
that they are not convinced of Kuomintang sincerity in regard to the 
safeguarding of the democratic and governmental gains affected by 
the Communists in their areas and in the maintenance intact of the 
experienced and effective Communist guerrilla troops if placed under 
Kuomintang commanders. He has urged General Chiang Kai-shek, 
who, he states, desires to preserve peace between the two factions, to 
send impartial observers to the Communist areas who can give a fair 
report of conditions there. 

Mr. Service states in the memorandum that the emphasis given by 
General Teng to the desirability of stationing American military 
observers in north China appears to indicate that it was this subject 
which was the primary purpose for his interview with General Stil- 
well, the call having been arranged on General Teng’s initiative. (It 
is interesting that this suggestion that American military observers 
be stationed in north China has previously come from Communist 
sources (Embassy’s telegram No. 654, May 6, 10 a.m.) and that this 
is the first occasion, so far as the Embassy is aware, on which Central 
Government military authorities have recommended such action.) 

General Teng is described to the Embassy by Kuomintang critics 
at Chungking as being of liberal tendencies and as sympathetic toward 
the Communists. It is unlikely, however, that he is altogether viewed 
in that light by the Kuomintang in as much as he is entrusted with 
the leadership of Chungking forces which form the northern side of 
the blockade maintained around the Communist areas in Shensi and 
Kansu. Communist sources at Chungking state that General Teng 
is dependent chiefly on the Communist areas for food supplies for his 
troops, which may account in part for his more sympathetic attitude 
toward the Communists. It is also said that he has been summoned 
to Chungking to report on conditions in Suiyuan where there have 
been disturbances among the Mongols and that he may be named 
Chairman of the Kansu Provincial Government to succeed the present 
Chairman, Ku Cheng-lun, who has aroused much opposition among 
the Kansu population and who has not been successful in controlling 
the peasant uprisings in that province. General Teng is a native of 
Kansu, was formerly Military Governor of that province and would 
be expected to be more acceptable to the Kansu leaders. 

Respectfully yours, Grorce ATCHESON, JR.
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893.01/959 : Telegram 

The Chargé in China (Atcheson) to the Secretary of State 

CHUNGEKING, September 12, 1943—11 a. m. 

, [Received 5:35 p. m.] 

1692. General Chiang’s address at September 6 opening of CEC 

meeting, in which postwar, economic, and political reconstruction are 

the principal subjects and receive the greatest emphasis, has now been 

published in full translation by Central News Agency. Following are 

condensed excerpts: 

“Now that final victory is drawing near we at this present plenary 

session should discuss thoroughly how to build a new, prosperous 

and strong China. We should center our discussion of the problem 

of national reconstruction and work out program which may be en- 

forced immediately after the war. Failure in national reconstruction 

will reduce to naught our victory. This plenary session should de- 

liberate carefully on military, party, political and economic develop- 

ments and reconstruction based on the Three People’s Principles 

and make decisions for postwar work. 
Judging from the latest military situation, especially developments 

in the Pacific, our final victory will come within one year at the 

earliest, or after one year at the latest. But no matter whether the 

war is terminated within one year or after one year, it will not be 

difficult for us to pull through this. If during the period we do not 

redouble our efforts to make progress in various fields of work, par- 

ticularly military, political and economic and make adequate prepa- 

rations for postwar reconstruction, we shall still fail, when (if) we 

should have won the war. It is therefore imperative that we re- 

double our efforts for increasing our power of resistance and simul- 

taneously make preparations for national reconstruction. This is 

the most important duty of the present plenary session. 

The task of national reconstruction is manifold. But the most 

important phase is political reconstruction the foundation of which 

is enforcement of constitutional government. This plenary session 

should therefore resolve on the problems of the constitution of the 

National People’s Assembly and the formulation and promulgation 
of the constitution in accordance with China’s circumstantial 

requirements. 
Secondly, after enforcement of constitutional government, our 

party should be on equal legal footing with other ordinary parties 

and the common citizens, and should enjoy equal privileges and 

rights, fulfill equal obligations and receive equal treatment from 

the State under the principles of the freedom of assembly organiza- 
tion, speech and publication in accordance with law. But as our party 

program is national revolution and reconstruction, both historically 

and morally, it has the responsibility of consolidating the foundation 

of the State and ensuring the enforcement of our principles. Though 

our party will be on equal footing with any other party, it will have 

greater responsibilities as it has a historical revolutionary mission. 

332545—57——22
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Though our economic difficulties are increasing, our economic crisis 
is already over. Our economic outlook today merits optimism. First, 
a bounteous harvest through the country has been reaped during the 
current year, There is no fear of shortage of army and civilian food. 
Secondly, with a view of helping China overcome her wartime eco- 
nomic difficulties, the United States last year decided to earmark 
U.S. dollars 200 million of her U. S. dollars 500 million loan to China 
to be used for combatting inflation, upholding currency, increasing 
production and stabilizing prices. Consequently, continued worry- 
ing over inflation is unwarranted. Our economic situation is by no 
means without difficulties, but there is absolutely no danger to speak 
of. 

There will be no more serious economic crisis in the coming 2 years 
of continued resistance, and right now we have to begin preparing 

_ for postwar reconstruction and the carrying out of Doctor Sun Yat- 
sen’s industrial program, which requires us to set before us two major 
goals: the industrialization of China and the improvement of [the] 
people’s livelihood. We shall need foreign investment and technical 
assistance to consummate our gigantic program of reconstruction. It 
is therefore desirable that some decision should be reached at the 
present meeting with regard to foreign trade, international economic 
cooperation and other related problems.” 

ATCHESON 

893.01/960 : Telegram 

The Chargé in China (Atcheson) to the Secretary of State 

Cuunexina, September 12, 1943—1 p. m. 
[Received 3:52 p. m.] 

1693. Chiang’s address (Embassy’s 1692, September 12) is note- 
worthy for its lack of any direct reference to or emphasis upon need 
of increasing China’s war effort and indeed its almost complete lack 
of mention of war against Japan; for its heavy emphasis on national 
reconstruction as the principal problem facing China; for its unreal 
and almost fantastic optimism in regard to economic situation; and 
for its failure to make any reference to Communist problem. 

Chiang’s reference to constitutional government and democratic 
rights carries with it significant qualifications. He refers to the 
“promulgation of Constitution in accordance with China’s circum- 
stantial requirements.” He also states that after the promulgation 
of constitutional government the Kmt should have equal status with 
other parties under the “principles of the freedom of assembly, organi- 
zation, speech and publication in accordance with law”. (It is under- 
stood that session has decided that “constitutional government” will 
be “enforced” 1 year after termination of war.)
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Chiang is understood to have strongly denounced the Communists 

during one session of CEC. 
ATCHESON 

893.00/15132 : Telegram | 

The Chargé in China (Atcheson) to the Secretary of State 

CuuncKING, September 12, 1943. 

[Received September 26—3: 45 p. m.] 

1694. As reported by Central News Agency, following are revised 

articles of the organic law of the National Government adopted by 

CEC September 10: | 

“Article VIII—The National Government shall have under the fol- 

lowing 5 Yuan to exercise respectively the 5 political powers of admin- 

istration, legislation, judicial, examination and control: (1) the Ex- 

ecutive Yuan, (2) the Legislative Yuan, (3) the Judicial Yuan, (4) 

the Examination Yuan, (5) the Control Yuan. Each of the afore- 

mentioned Yuan may, accordance to law, issue orders. 

Article [X—The National Government should have a President 

and from 25 to 37 councilors who shall be selected and appointed by 

the Central Executive Committee of the Kuomintang of China. 

Article XI—The President of the National Government shall be 

the head of the Republic of China and shall represent the Republic 

of China in foreign relations. 
Article XII—The President of the National Government shall be 

the Commander-in-Chief of the land, naval and air forces. 

Article XI1I—The President of the National Government shall 

hold office for the 3 years and he may be reappointed, provided, how- 

ever, that after the enforcement of a permanent constitution and upon 

the inauguration of the President (‘Tsung Tung) elected he shall be 

relieved of his office. The state councilors of National Government _ 

shall hold office for the same duration. In case the President of the | 

National Government is incapacitated by any cause, the President of 

the Executive Yuan shall act on his behalf. 
Article XIV—AII laws promulgated and all mandates issued by 

the National Government shall be signed by the President of the 

National Government accordance to law. Such laws promulgated 

and mandates issued shall be countersigned by the President or Presi- 

dent of the Yuan concerned. 
Article XV—The Presidents and Vice Presidents of the five Yuan 

of the National Government shall be selected and appointed by the 

Central Executive Committee of the Kuomintang of China from 

among the state councilors [upon ?] recommendation by the President 

of the National Government. The President of the National Gov- 

ernment shall be responsible to the Central Executive Committee of 

the Kuomintang of China and the Presidents of the five Yuan be 

responsible to the President of the National Government.” 

ATCHESON
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893.00/15119 : Telegram 

The Chargé in China (Atcheson) to the Secretary of State 

Cuunexine, September 12, 1948—2 p. m. 
[Received September 18—8: 10 p. m.] 

1695. During a private conversation Wu Teh-chen, Secretary Gen- 
eral of CEC, who has been very friendly, asked me what our people at 
home thought of China’s internal problems. I said there was con- 
siderable concern over the continuingly deteriorating economic situa- 
tion notwithstanding American efforts to be of assistance through 
credits, stabilization loans and now through supply of gold for free 
sale and that some quarters wondered why Chinese Government could 
not control important factors such as hoarding to keep down food 
costs which were adversely affecting China’s soldiers as well as others. 
I said there was concern over apparent lack of interest in various 
Chinese quarters in increasing and making more effective China’s war 
effort ; there was concern over the Kuomintang-Communist differences, 
over the numerous and apparently increasing Fascist trends (some of 
which I described) and consequent weakening of practical democracy. 
I mentioned the increasing restrictions on travel by an increasing sur- 
veillance of foreigners. 
Wu passed over the economic questions, said CEC meeting with its 

contingent gathering of military leaders had been giving discussion 
to military situation and inquired as to our attitude toward the Com- 
munist situation. I replied that it has always been one of the funda- 
mentals of American policy in Far East that there should be a strong 
united China; that we accordingly viewed with concern any serious 
dissension among Chinese people which might militate against es- 
tablishment and maintenance of a strong unified China especially now 
as the present differences weakened China’s war effort by causing the 
immobilization in northwest of large numbers of some of China’s best 
troops who might better be in Yunnan or on some active front and that 
the result was that neither these Government troops nor Communist 
troops being blockaded by them were fighting the J aps. 
Wu replied readily that this was so and that it was most unfortunate 

that the situation kept some 20 divisions of good troops including 
mechanized troops from actively fighting the Japs and he launched 
into a defense of Government’s “necessary” position vis-a-vis the Com- 
munists, emphasizing the valid contention that no national govern- 
ment could tolerate the maintenance by one group of a separate and 
independent government and army of its own. He said CEC was 
planning to “appeal” to Communists to keep their 1937 promises in 
hope of resolving the question.
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He passed over Fascist question with statement that some things 

were necessary in wartime but China would never become Fascist as 

the people were fundamentally democratic. 

I then told him of surveillance and passport difficulties encountered 

by Americans at Lanchow, of our recent difficulties in getting a visa 

for Sprouse * to make a courier trip there, of the experience of Rice “ 

who before proceeding to his new post at Lanchow had requested usual 

provincial visas but could obtain a visa for travel only to Lanchow. 

I said we had hoped that with abolition of extraterritoriality such 

travel restrictions would be lifted rather than increased and that 

American officials and other nationals would be accorded in China 

same generous facilities and treatment accorded Chinese officials and 

citizens in the United States. Wu said that most certainly this situ- 

ation should be rectified, that he was very glad I had told him of this 

and that he would see if he could not do something about it. 

He added that he hoped we would talk together much more fre- 

quently in future and invited me to come to him at any time. 
ATCHESON 

893.01/961 ;: Telegram 

The Chargé in China (Atcheson) to the Secretary of State 

CHUNGEING, September 14, 19438. 
[Received September 14—3: 30 p. m.] 

1706. Central News Agency September 12 reports passage by Cen- 

tral Executive Committee of resolution according to which National 

Government will convene National Congress within 1 year after con- 

clusion of war in order to have constitution adopted and promulgated, 

National Congress to decide upon date when constitution is to come 

into effect. 
Text of pertinent portion of resolution is as follows: 

“(1) The party and government organs of the whole country, with 

the exception of the provinces in the rear which should intensify the 
work of promoting focal self government by taking advantage of 

the ground work already done, shall hereafter, as the lost territories - 
are one after another recovered from the enemy, take active steps to 
help the people of the liberated areas to complete the establishment of 
local self government and the organization of professional bodies as 

soon as possible in order to lay a firm foundation for constitutional 
government, and this shall be regarded as the most important work 
in demobilization and national reconstruction ; 

‘8 Philip D. Sprouse, Third Secretary of Embassy in China. 
** Hdward E. Rice, Second Secretary of Embassy in China.
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(2) within one year after the conclusion of the war the National 
Government shall convene the National Congress so as to have a con- 
stitution adopted and promulgated, and the National Congress shall 
decide upon the date when the constitution is to come into force; 

(3) those who have already become delegates to the National Con- 
press in accordance with law, with the exception of those who have 
ecome disqualified owing to acts of high treason, death or other 

causes, shall retain their status of delegates; those electoral areas and 
professional bodies which either did not complete their election or 
were unable to hold the election shall elect their delegates in accord- 
ance with law and the election shall be completed at the latest 3 
months before the convocation of the National Congress; 

(4) the preparations for the convocation of the National Congress 
and the establishment of constitutional government shall be under- 
taken by the authorities concerned under the direction of the Na- 
tional Government.” 

| ATCHESON 

893.01/962 : Telegram 

The Chargé in China (Atcheson) to the Secretary of State 

Cuunexina, September 14, 1943—4 p. m. 
[Received 4:20 p. m.] 

1708. We offer comment on the revision of the organic law of the 
National Government (Embassy’s 1694, September 12) as it pertains 
to Chiang Kai-shek who was elected President by the CEC September 
13 as follows: 

1. The President is to be head of the Republic although the former 
Chairman (or President) of the National Government was not so 
designated or considered. 

2. The President is empowered to represent China in foreign rela- 
tions, thus legalizing power already in Chiang’s hands. 

3. The naming of the President as Commander in Chief of the 
Armed Forces gives legal backing to and ensures the continuation of 
the actual position already held by Chiang as Chairman of the Na- 
tional Military Council. 

4. The requirement that the President sign all laws promulgated 
and all mandates issued by the National Government represents a fur- 
ther concentration of authority in Chiang’s hands and precludes en- 
actment of legislation contrary to his wishes, 

5. The question of the limitation of the term of office of the President 
is academic as Chiang is not likely to have any rival for the position. 

6. The President is given full power over the heads of the five Yuan 
as they are responsible to him and are to be selected by the CEC from 
state councilors named by him, thus making the executive, legislative
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and judicial branches of the Government definitely subordinate to the 

head of the Government who is responsible only to the CEC of which 

Chiang [was] reelected Chairman. In addition he was reelected 

President of the Executive Yuan. 

The effect of the revision is to legalize concentration of power in 

one man. By virtue of his various offices and personal power, Chiang 

has actually been holding practically all the power now being dele- 

gated to the Presidency. So far as it is known, Chiang has not resigned 

from any of his many positions. 
The Cheng Hsueh Hsi (Political Science Group) is said to have 

dominated the CEC session but there are no indications that the CC 

clique has lost any of its real power secured to it by its efficient organ- 

ization and administrative control throughout the party. 
ATCHESON 

893.00/15118 : Telegram 

The Chargé in China (Atcheson) to the Secretary of State 

CuuNGcKING, September 14, 1943. 
[Received September 15—3 : 50 p. m.] 

1709. Following are excerpts from General Chiang Kai-shek’s in- 

structions to CEC September 13 regarding Communist problem, as 

reported by Central News Agency: | 

“First of all, we should clearly recognize that the Chinese Commu- 
nist problem is a purely political problem and should be solved by 
political means. 

If you share my view, we should maintain the policy of leniency and 

forbearance which we have consistently pursued in dealing with our 

domestic affairs with the expectation that the Chinese Communist 
Party will be moved by our sincerity and magnanimity, no matter in 

what ways they may slander us, or in what manner they may try to 

create troubles. 
In spite of provocations we should abide by the manifesto of the 

Tenth Plenary Session: ‘In the case of those who sincerely believe in 
the Three People’s Principles, obey laws and orders, do not hinder 
prosecution of the war, do not attempt to upset social order, and do 

not seize our national territory in defiance of government decrees, 
the Central Government would overlook their past record either in 

thought or in deed, and should respect their opportunity, be they as 
individuals or as political groups, to serve the country.’ 
We should make it clear that the Central Government does not have 

any particular demand to make on the Chinese Communist Party but 
hopes that it will abandon its policy of forcefully occupying our na- 
tional territory and give up its past tactics of assaulting national gov- 

ernment troops in various sectors; thus obstructing the prosecution of 

e war.
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We also hope that the Chinese Communist Party will redeem its 
pledge made in its declaration of 1937 * and fulfill the four promises 
solemnly announced in that document.” 

ATCHESON 

893.00/15120 : Telegram 

Lhe Chargé in China (Atcheson) to the Secretary of State 

Cuuncexine, September 15, 1943—10 a. m. 
[Received 1:05 p. m.] 

1712. Liberal-minded critics of the Party point out that the CEC 
resolution regarding future establishment of constitutional govern- 
ment, together with the Standing Committee’s report on which it was 
based, constitutes chiefly an apologia for the continued deferment of 
such action by the Kuomintang and is completely defensive in tone, 
seeking to blame its own failure on Japanese aggression; that while 
the resolution provides for the convening of the National Congress 
within 1 year after the war, it requires that those electoral areas and 
groups which did not hold or complete elections shall elect delegates 
in accordance with the law, the election to be completed 3 months be- 
fore the convocation of the Congress; and that if it was not possible to 
complete the election of delegates in peace time in more than 114 years 
it would not seem likely that under early post-war conditions the elec- 
tion can be completed in 9 months. 
Adoption of this resolution, which had been anticipated, has not 

materially increased the hopes of critics of the Kuomintang, who feel 
that the manner of selection of delegates will be determined by the 
Party with resultant complete control over the Congress. These crit- 
ics believe that resolution is chiefly a result of Kuomintang reaction 
to American criticism of lack of democracy in China (both in the 
press and to Madame Chiang during her American visit). The reso- 
lution is, however, a step forward and may eventually result in mak- 
ing democracy possible even though the Kuomintang now has little 
if any intention of putting democratic principles into practical effect. 

ATCHESON 

893.00/15121 : Telegram | 

Lhe Chargé in China (Atcheson) to the Secretary of State 

Cuunexine, September 15, 1948—4 p. m. 
[Received 5: 48 p. m.] 

1722. The press campaign against the Communists mentioned in 
our 1644, September 9, appears to be progressing. The Central News 

“Dated September 22, 1937; for text, see Department of State, United States 
Relations With China (Washington, Government Printing Office, 1949), p. 523.
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Agency here published September 7, a report from the Shantung 
Provincial Government charging Communist troops with making un- 

provoked attacks on Central Government forces in Shantung prov- 
ince during July and August. Kuomintang local Chinese daily Sep- 
tember 12 published report from Central News Agency, New York, 
that American papers have given great prominence to and American 

people have criticized attack. 
Communists here say troops attacked were former Chungking forces 

which deserted to Japanese July 4. Communists also charge Chung- 
_ king with encouraging such defections which (1) solve food and sup- 

ply problem for the troops defecting, (2) provide opposition to Com- 
munists in occupied areas and (3) ensure presence of Chungking 
forces there when Japanese withdraw. We are reliably informed that 

Central Government is greatly concerned over extension of Communist 

control in North China. 
ATCHESON 

893.001 Chiang Kai-shek/1 

The Chinese Ambassador (Wet) to the Secretary of State 

WASHINGTON, September 15, 1943. 

Sir: I have the honor to inform you that the Central Executive Com- 
mittee of the Kuomintang at a session on September 13, 19438, unani- 
mously elected Generalissimo Chiang Kai Shek to be the Chairman 
of the National Government of the Republic of China. The date of 

his formal assumption of office will be announced later.*® 
Accept [etc. ] We: Tao-MINneG 

740.0011 Pacific War/3441 : Telegram 

The Chargé in China (Atcheson) to the Secretary of State 

CHUNGEING, September 16, 1943. 
[Received September 16—9: 30 a. m.] 

1727. Emphasis on continued resistance against Japan was made in 
the final manifesto of the CEC session at closing meeting on September 
13 and was included among three most urgent tasks laid down for the 
party and people, as reported by Central News Agency, as follows: 

(1) China must increase power of resistance in order to win final 
victory, as only by unification of spirit and will and mobilization of all 
manpower and resources for the national cause can China effect mili- 
tary coordination with Allies and fulfill its mission in decisive war; 
(2) China must promote democracy in order to fulfill the mission 

of national reconstruction. 

6 On October 6 Ambassador Wei gave the time as October 10 at 9 a. m.
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(3) China must realize Sun Yat-sen’s industrial program in order 
to improve people’s livelihood. 

ATCHESON 

893.00/15124 : Telegram 

The Chargé in China (Atcheson) to the Secretary of State 

CHUNGKING, September 17, 1948—noon. 
[Received 11: 09 p. m.] 

1741. 1. A usually well informed and reliable Chinese source has 
commented to us on the recently concluded CEC session as follows: 

a. From the beginning of the session on September 6 until the 10th 
feeling against the Communists ran high, Kuomintang die-hards de- 
manding their liquidation by armed force. Successful counter-in- 
fluences included (1) a telegram from T. V. Soong (which became 
generally known among the delegates) emphasizing the adverse effect 
in the United States of civil war in China and (2) advice to Chiang 
Kai-shek by Chang Chun who pointed out that the Szechuan mili- 
tarists Teng Hsi-hou, Lui Wen-hui and Pan Wen-hua had not accepted 
invitation to attend the session and that in the event of civil war their 
forces would lie astride the line of communications between Chung- 
king and the Communist areas, thus giving them opportunity to 
capitalize on their opposition to the Central Government, Fu Tso-y1 
and Ma Hung-kuei, chairmen of the Suiyuan and Ninghsia Provincial 
Governments respectively, also opposed military action. 

6. The session revealed China’s dependence upon the United 
States: (1) need for financial assistance to which Chiang referred in 
his speech describing the uses to which part of the American credits 
to be put; (2) need for military equipment under Lend-Lease; (3) 
dependence upon the United States to defeat Japan. 

c. The election of Chiang as President now makes him more 
independent of the CC clique and his power to make decisions without 
reference to others long exercised in some degree is thus reinforced. 

2. The informant’s description of the anti-Communist feeling pre- 
vailing at the CEC sessions corroborated by a statement made on 
September 10 by another well-informed reliable Chinese who spoke of 
the “war spirit” of the CEC and expressed fear that a manifesto might 
be issued tantamount to a virtual declaration of war against the 
Communists. | 

3. We feel that the informant’s comments offer additional evidence 
both of the extent to which the United States is in a position to in- 
fluence Chinese Government policy and of the Kuomintang’s intention 
to liquidate the Communists if and when direct action can be taken 
without too adverse an effect upon China’s international relations and 
the party’s internal position. 

ATCHESON
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893.00/15145 

The Chargé in China (Atcheson) to the Secretary of State 

[Extract] 

No. 1594 Cuuncxkina, September 18, 1943. 
[Received October 14. ] 

Si: Referring to the Embassy’s despatch No. 1458 of August 18, 

1948,47 in regard to the Federation of Chinese Democratic Parties, I 

have the honor to enclose a copy of despatch No. 41 of September 2, 

1943, from the Consul at Kweilin ** describing the political platform of 

the Federation. 

Summary. The Federation, which was organized in Hong Kong 

late in 1941, is said to include the following minority groups: (1) 

China Youth Party; (2) National Socialist Party; (3) Rural Re- 

habilitation Group; and (4) National Vocational Education Society. 
It is not believed to command a large following, its influence being 

exerted through the speeches and writings of its leaders and the pres- 

tige of those leaders. The Kuomintang is not expected to permit the 

Federation or any other minority groups in China to attain an effective 

voice in the conduct of the Government. 
Representatives of the Federation feel, however, that the rapid de- 

terioration of the military, economic and political situation in free 

China will make it impossible for the present right-wing Kuomintang- 
dominated Government at Chungking to continue indefinitely in power 

and that when the crisis comes they wish to have at hand a political 
platform based on democratic principles which will be acceptable to 

uomintang moderates, Communists, groups within the Federation 
and non-party Chinese. The political program proposed by the Fed- 
eration is as follows: (1) In order to establish an actual united front 
against Japan, a “Council of National Affairs”, as the supreme politi- 
cal organ for the national government, should be established 1m- 
mediately, from which is to be created a “Government of National De- 
fense”. 'The Council should be composed of 100 members, 40 of them 
Kuomintang, 20 Communist, 20 Federation and 20 non-party members. 
(2) The armed forces should be nationalized and freed from party 
politics. (8) All local and subordinate political administrations 
should be organized on a simple and rational basis. (4) The intel- 
lectuals should first be mobilized in order to effect mobilization of the 
people in general. (5) Local democratic organizations should be 
established in order to educate the people in democratic principles 
of self-government. nd of summary. 

Respectfully yours, Grorce ATCHESON, JR. 

“ ie printed; but see despatch No. 24, July 31, from the Consul at Kweilin, 

. 298. 
Pe Not printed.
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761,98/1735 

The Ambassador in China (Gauss) to the Secretary of State 

No. 1610 CHUNGKING, September 23, 1943. 

[Received October 14.] 

Sir: I have the honor to enclose a copy of despatch No. 58, August 
28, 1943 from the Embassy officer at Sian in regard to Russian military 
advisers in Sian. 

There have been numerous rumors current in recent weeks in regard 
to the status of the various Russian military advisers in free China (not 
including Sinkiang—Embassy’s despatch No. 1272, June 19, 1948 *°). 
The consensus of reliable opinion, which is confirmed in part by the 
Soviet Embassy here, is to the effect that although some of the ad- 
visers have recently returned to Russia they have been replaced by new 
arrivals, but that within the past two or three months all advisers as- 
signed to troops in the field have been transferred to military schools 
or other institutions where their functions and activities are relatively 
restricted and unimportant. 

Respectfully yours, C. E. Gauss 

[Enclosure] 

The Second Secretary of Embassy in China (Drumright) to the 
Chargé in China (Atcheson) 

No. 53 S1an, August 28, 1943. 

Sir: As of possible interest to the Embassy, I have the honor to 
report the presence in Sian of eight Soviet Union military advisors. 
According to an official of the “Foreign Affairs Section” of the Bureau 
of Police, whose function it is to keep a constant check on the move- 
ments of foreigners residing in or passing through Sian, these gentle- 
men are attached to General Hu Tsung-nan’s 34th Group Army in 
Sian. They reside in a hostel maintained by the Chinese authorities. 

According to foreign missionaries with whom the subject has been 
discussed, there have been Russian military advisors at Sian for the 
past four or more years. These informants have the impression that 
the personnel is changed about once in a year, the advisors in residence 
returning to the Soviet Union to be replaced by new arrivals. A mis- 
sionary informant who resided adjacent to the hostel where these ad- 
visors were housed for more than two years asserts that they gave 
the impression of being idle most of the time, seldom leaving their 
habitation other than to obtain exercise. He states that although he 
made numerous advances he was unable to strike up an acquaintance- 

* Not printed, but see footnote 80, p. 249.
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ship with any of them; on one occasion his tender of Bible literature 
in the Russian language was summarily rejected. Following this inci- 
dent, according to my informant, the Chinese manager of the hostel 
made inquiry as to what he was trying to present to the Russians and 
the motive therefor. 

It is the consensus of local foreign missionaries that the Russian 
advisors are very closely watched by the Chinese authorities, that their 
presence in Sian is viewed with suspicion, and that their functions are 

nominal only. 
Respectfully yours, Everett F. DrumricHtT 

893.01/963 

The Ambassador in China (Gauss) to the Secretary of State 

No. 1611 CHUNGKING, September 23, 1943. 
[Received October 14. ] 

Sir: I have the honor to refer to the Embassy’s despatches nos. 999, 
March 15, 1948; °° 1079, April 14, 1943, and 1273, June 19, 1943, in 
regard to increased Central Government control in Yunnan, and to 
enclose a memorandum containing further information submitted 
by the Consul at Kunming under date of September 4, 19438. 

Summary: The Central Government’s hold on Yunnan is now vir- 
tually complete. The only important area of the province still | 
under effective Provincial Government control is along the Indochina 
border west of the Yunnan—Indochina Railway. The power of Y. T. 
Miao and Lu Ch’ung-jen, two important political figures of Yunnan, 
has declined in recent months, especially since the appointment in 
March, 1948, of General Ch’en Ch’eng as commander-in-chief of the 
Chinese Expeditionary Force in Yunnan. 

Respectfully yours, C. E. Gauss 

893.00/151381 : Telegram 

The Ambassador in China (Gauss) to the Secretary of State 

CHUNGEKING, September 25, 1943—2 p. m. 
| [Received September 26—12: 44 a. m. | 

1804. The Third People’s Political Council opened September 18 
with 193 of 240 delegates in attendance, Although local press an- 
nounced that members of Communist Party and of all other political 
parties were present, actually only 5 representatives of minority 

° Not printed. 
*! Despatch No. 1273 not printed. | |
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parties attended (1 Communist, 1 National Socialist and 3 China 
Youth Party delegates). The Government had endeavored to obtain 
large minority party delegation but many minority delegates are 
reported to have refused to attend, some allegedly fearing to come to 
Chungking because of the secret police and others feeling that the 
PPC is under complete Kuomintang control. This attitude toward 
the PPC seems to have developed largely since last year’s session. 

On September 21 General Ho Ying-chin during report on military 
affairs is said to have made bitter attack against the Communists 
which resulted in the withdrawal of the single Communist delegate 
from the meeting. The only publicity given to this incident was a 
report in the local Communist daily that the Communist delegate 
withdrew from the PPC after his report and would not again attend. 

The PPC meetings, coming so soon after the CEC session, have 
been somewhat anti-climactic and are expected to do little more than 
echo what has been resolved by the CEC. Neutral observers believe 
that the PPC will emphasize the advent of constitutional government 
after the war. Wang Chung-hui and Wang Shih-chieh have been 
elected members of the PPC Presidium, apparently with a view to | 
increasing the prestige of the Council, while Chiang Kai-shek has 
resigned from the Presidium presumably because of his election to the 
Presidency of the National Government. 
We will expect to report further by despatch © at the close of the 

PPC session. 
Gauss 

893.00/15141 

The Ambassador in China (Gauss) to the Secretary of State 

No. 1637 CHUNGEING, September 29, 1943. 
[Received October 14.] 

Srr: I have the honor to enclose a copy of despatches No. 127 of 
August 19 and No. 140 of August 30, 1943, from the Secretary on de- 
tail at Chengtu °° in regard to a revolt of peasants during July 1943 
in the vicinity of Suifu, Szechuan, against Central Government troops. 

: Summary. Foreign observers report unusual air activity, concen- 
tration of Central Government troops in the Suifu area and the with- 
drawal of small units of Szechuan provincial troops from that 
area prior to the outbreak of actual disturbances between the peasants 
and the Central Government troops in the Suifu area on July 16. It 
was not until July 27 that the troops were able to quell the revolt 

® Despatch No. 1676, October 14, not printed; it reported appointment of Shao 
Li-tzu, former Chinese Ambassador in the Soviet Union, as Secretary General 
of the People’s Political Council. oe | 

* Neither printed. |
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which was perhaps aided by provincial troops of General Liu Wen- 
hui, Chairman of the Sikang Provincial Government and one of the 
leaders of the Szechuan military group. The revolt is described as 
having been directed against the Central Government’s method of 
conscription and levying of taxes and against thieving by Central Gov- 
ernment troops and to have been instigated partially by a local secret 
society known as the “Big Blade Brigade”. As an aftermath to the 
trouble, the Central Government troops methodically searched every 
farmhouse in the area and took away clothing, bedding and valuables 
and levied contributions of money from the peasants. L'nd of sum- 
mary. 

Although the Central Government apparently crushed this revolt 
against its authority, this incident offers further indication that the 
Chungking authorities have no real solution to the problem of peasant 
revolts save that of force and that reforms directed toward prevent- 
ing such outbreaks are still not being carried out by the National Gov- 
ernment. 

Respectfully yours, C, E. Gauss 

893.00/15158 | 

The Ambassador in China (Gauss) to the Secretary of State 

No. 1640 CHUNGKING, September 29, 1948. 
[Received October 29. | 

Sir: Referring to the Embassy’s telegram No. 1804 of September 
25, 2 p.m. in regard to the People’s Political Council, I have the honor 
to enclose a copy of a memorandum dated September 22, 1943, re- 
garding the withdrawal of the Communist delegate from a meet- 
ing of the People’s Political Council, prepared by Second Secretary 
John S. Service of this Embassy who is detailed to General Stil- 
well’s staff. The memorandum is based upon information obtained 

from Communist sources. 

Summary of Memorandum. During a secret session of the People’s 
Political Council on September 21, General Ho Ying-chin, Chief of 
Staff and Minister of War, included in his report on military affairs 
a bitter tirade against the Chinese Communists, accusing them of (1) 
attacking Central Government troops, (2) violent propaganda against 
the Kuomintang and the Central Government and personal attacks 
against Chiang Kai-shek, (3) planting opium poppy and (4) counter- 
feiting Central Government banknotes. During interpellation time 
in accordance with fixed rules, the Communist delegate, Mr. Tung P1- 
wu, submitted to General Ho various questions which were in the | 
nature of a refutation of the charges. At the conclusion of the inter- 
pellations, three Kuomintang delegates gained the floor and gave sup- 
port to the charges against the Communists. Mr. Tung thereupon 

“ Memorandum not printed.
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requested permission to withdraw from the meeting on the grounds 
that it had devolved into an attack on him and his party and, follow- 
ing the meeting, addressed a letter to the Presidium giving his rea- 
sons for withdrawal and stating that he would not continue to take 
part in the People’s Political Council (General Ho did not answer the 
questions). The only publicity given to this incident was that in a 
report in the local Communist daily to the effect that the Communist 
delegate had withdrawn from the meeting and would not again at- 
tend. Mr. Tung states that, prior to the convening of the present ses- 
sion, Dr. Wang Shih-chieh, Secretary-General of the P.P.C., informed 
him of his strong desire that he (Tung) attend the P.P.C. session 
and assured him that the meetings would not be made the occasion for 
an attack on the Communist Party. E'nd of summary. 

Communist representatives at Chungking state that the P.P.C. sub- 
sequently sent emissaries to persuade Mr. Tung to return to the meet- 
ings but that the Communist delegate remained adamant in his deci- 
sion not to participate again in the P.P.C. session. 

Respectfully yours, C. E. Gauss 

761.93/1732 : Telegram 

The Ambassador in China (Gauss) to the Secretary of State 

Cuunexina, October 5, 1943—noon. 
[Received 4:15 p. m.] 

1864. An official of Cabinet rank, speaking “very privately”, in- 
forms us that recent Soviet withdrawal from Sinkiang has been due 
to only one reason: almost complete rapprochement between the 
Sinkiang chairman and the Central Government; that, while the 
change reflects considerable political success on part of Central Gov- 
ernment, consequent economic problems are almost insoluble. He 
states that an arrangement has been made with the Sinkiang chair- 
man whereby the latter continues to issue and use his own currency 
pegged at 1 to 5 for National currency, but Sinkiang people will not 
use National currency even at this rate and Sinkiang currency is not 
acceptable in China outside of the province, making it impossible 
for Sinkiang inhabitants to purchase from China quantities of tea 
(regarded as a necessity), sugar and various consumers’ goods in- 
cluding clothing formerly obtained from Russia. He did not deny 
or affirm report recently current that the Central Government was 
purchasing at very high prices a large number of trucks to ship tea, 
sugar, et cetera, into Sinkiang but said Government was endeavoring 
to supply some of these articles to the province. He said that about 
one regiment of Soviet troops still remained at Hami and there were 
still some Soviet airplanes in Sinkiang. (According to Consul, Tihwa, 
800 trucks and 8 airplanes at Hami.) 

GAUSS
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761.98/1788 

The Ambassador in China (Gauss) to the Secretary of State 

No. 1650 CuunexKine, October 5, 1943. 
[Received October 28. | 

Sir: I have the honor to enclose a copy of despatch no, 33 of Sep- 

tember 3, 1943 from the Consul at Tihwa,® in regard to the treatment 

and citizenship status of émigré Russians in Sinkiang Province. 

Summary: The citizenship status of émigré Russians in Sinkiang 

is one of the outstanding problems between the Russian and Sinkiang 

authorities. Most of the 14,000 Russian émigrés now residing in 

Sinkiang went there in 1919 and 1920 as part of or accompanying the 

so-called “White Guard” military forces of Aninkov, Dutov, and one 
other Russian general. During 1941 a large number were reported to 

have returned to Russia, perhaps as a result of ill-treatment by the 

Sinkiang authorities who, since 1930, have inducted some into military 
service, imprisoned others, and imposed harsh police measures on all. 

The Chinese authorities refer to the Russian émigrés as “naturalized 
persons” and otherwise treat them as if they had no Russian nation- 
ality. This circumstance appears to have troubled Soviet consular 
representatives in Sinkiang who, reflecting the attitude of the Soviet 
Government in respect to the repatriation of desirable émzgrés, ap- 
pear either to have facilitated or not to have opposed the escape of 
some from Chinese jurisdiction. 

Respectfully yours, C. E. Gauss 

8938.44 Chiang Kai-shek/122 

The Ambassador in China (Gauss) to the Secretary of State 

[Extracts] 

No. 1651 Cuunexine, October 6, 1943. 
[Received October 28. | 

Sir: Referring to the Embassy’s despatch No. 1220 of May 81, 1943, 
in regard to the publication of General Chiang Kai-shek’s book 
China’s Destiny, I have the honor to enclose ** (a) a copy of a critical 
review of the book written by a Chinese Communist and distributed 
in English translation by Communist Party representatives at Chung- 

king; (0) a brief digest of the review prepared by the Embassy; and 

(c) acopy of an article entitled “Questioning the Kuomintang,” which 

is said to have appeared in the Communist daily at Yenan on July 12, 

1943, and which was received by the Embassy from Communist 
sources. 

*® Not printed. 
6 Wnclosures not printed. 

332545—57——23
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Summary. The review of Chiang Kai-shek’s book is bitterly criti- 
cal of the Kuomintang, expresses belief that the author of China’s 
Destiny opposes democracy and states that the viewpoints in the book 
contradict those of Dr. Sun Yat-sen. The article from the Com- 
munist daily at Yenan is equally critical of the Kuomintang and 
charges many Kuomintang members with being traitors. These 
articles, together with similar articles by Chinese Communist writers 
distributed in Chungking, apparently mark the beginning of a Com- 
munist campaign to expose Kuomintang shortcomings as a means of 
meeting the recently inaugurated Kuomintang press propaganda 
campaign to give publicity to Communist “crimes.” Possibilities of 
any agreement between the two parties are expected to be lessened by 
the increasing bitterness likely to result from this propaganda war. 
E'nd of summary. 

It would seem that the Chinese Communist Party is determined to 
meet the Kuomintang propaganda campaign to expose Communist 
“erimes” with one intended to give publicity to Kuomintang “crimes.” 
The Communist delegate to the Third People’s Political Council has 
informed an officer of the Embassy that the Chinese Communist Party 
has been forced to take such action because: (1) at the end of June 
when General Chou En-lai and General Lin Piao returned to Yenan, 
the Communist Party had assumed that the Kuomintang intended to 
reach a political settlement of outstanding questions between the two 
parties, but the concentration of Central Government troops around 
the Communist areas during early July convinced the Communists 
that a military solution was the only one envisaged by the Kuomin- 
tang; and (2) the Kuomintang had long called the Communists 
“traitors” and their armies “traitor armies” and had recently begun a 
press campaign to discredit the Communists and to make a pretense 
of strong public opinion for the disbandment of the Communist 
Border Government and its army. Thus in self defense the Com- 
munists, who had never directly attacked the Kuomintang in their 
propaganda, were now forced to retaliate and expose Kuomintang 
“crimes,” 

It may be concluded that, in spite of the ostensibly conciliatory 
policy adopted by the Kuomintang at the time of the C. E. C. Plenary 
Session in September, a lessening of tension between the Kuomintang 
and Communist parties is scarcely to be expected if the propaganda 
campaigns continue with resultant growing bitterness between the 
two.” 

Respectfully yours, C. E. Gauss 

“In a memorandum dated November 5 Augustus S. Chase of the Division of 
Far Eastern Affairs made the following comment: “This despatch describes a 
newly launched Chinese Communist propaganda campaign against the Kuo- 
mintang ... A surprising feature of the new campaign is the fact that the 
Communists appear to have been distributing their propaganda openly at Chung- 
king—even using the local mails.”
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893.001 Chiang Kai-shek/4a : Telegram 

The Secretary of State to the Ambassador in China (Gauss) 

Wasuineron, October 7, 1943—7 p. m. 

1435. Please convey the following message from the President to 

Generalissimo Chiang Kai-shek upon the occasion of his inaugura- 

tion on October 10 as President of the Republic of China: 

“On the occasion of your inauguration as President of the Republic 

of China, I gladly convey to you my congratulations and best wishes 
for your success and personal well-being. Your elevation to the 

highest office in the Government of the Republic of China is recog- 

nition of the inestimable service you have rendered the Chinese people 
in the past and of the services you are to render in the future in lead- 

ing them to victory, peace and freedom.” | 

Hot 

740.0011 Pacific War/3509 

The Ambassador in China (Gauss) to the Secretary of State 

No. 1655 Cuuncxine, October 7, 1948. 
[Received October 28.] 

Sir: I have the honor to enclose a memorandum of a conversation 

with the Polish Ambassador of October 6, 1943,°° in which the latter 

and his Military Attaché outlined their interpretation of Soviet 

Russia’s international policies and plans of the past few years and 

set forth by indirection and implication some argumentation against _ 

the setting up by the Allies of a new second front in Europe. 

We here in this isolated place are scarcely in a position to suggest 

whether the Polish Ambassador’s and the Polish Military Attaché’s 
remarks have significance per se. They are of interest to us chiefly 

because of their propaganda nature and, as the Polish Ambassador 

usually seizes every possible opportunity to spread propaganda in 

behalf of Poland and against Soviet Russia, it occurs to us that his 

activities in this connection may be undertaken by direction and 

that possibly Polish representatives in other places are engaged in 

similar activities which are anything but in the general interests of 
the cause of the United Nations. 

The Embassy has previously reported how deeply fear and mis- 
trust of Soviet Russia is ingrained in the Chinese official mind and 

there is no reason to believe that the Polish Ambassador and his 
Military Attaché are any more restrained in expressing their views to 
Chinese officials than they were in the conversation under reference. 
Further poisoning of the Chinese against Soviet: Russia (irrespective 

Not printed. |
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of what foundation may exist for some of the views expressed) is 
definitely detrimental to our general cause in this theatre. There is 
plentiful evidence already of the detriment to China’s war effort 
(which at best has been and continues to be negative) consequent upon 
China’s suspicion and resentment against Great Britain and Soviet 
Russia. We accordingly raise, for consideration, the question whether 
it might not be advisable for the British Government to endeavor to 
impress upon the Polish Government the desirability that Polish 
representatives refrain from activities which tend to vitiate, rather 
than give affirmative inspiration to, such inclination as the Chinese 
Government may have toward effectively contributing further within 
its capacities to the war against Japan. As the Department is aware, 
the long-standing difficulties between the Kuomintang and the Chinese 
Communists (which in the Chinese mind have more and more become 
integrated with Chinese apprehension in regard to possible Soviet 
Russian designs upon Manchuria and north China) continue to im- 
mobilize some of the best divisions of the Central Government’s armies 
and are an important contributing factor in the virtual stalemate 
between the main Japanese and Chinese forces which has existed in 
this country for over three years. 

Respectfully yours, C. E. Gauss 

740.0011 Pacific War/3406 

The Secretary of State to the Ambassador in China (Gauss) 

No. 417 Wasuineron, October 8, 1943. 
Sir: The Department has received the Embassy’s despatch no. 1430 

of August 4, 1943 and considers the despatch an excellent piece of 
reporting on the part of Mr. Sprouse, Third Secretary of the Em- 
bassy. The information contained in the despatch and its enclosures © 
and Mr. Sprouse’s interpretative comment constitute a very useful 
contribution toward the Department’s understanding of recent de- 
velopments in relations between the Chinese (Kuomintang) Govern- 
ment and the Chinese Communists. 

The Department is confident that the Embassy will continue to 
follow closely and discreetly developments between the Kuomintang 
and the Communists. Special note is taken of the suggestion in the 
despatch prepared by Mr. Sprouse regarding the possibility that 
“Central Government control over the areas now under its authority” 
might “become so weakened through local dissension as to make any 
such areas susceptible to Communist propaganda ...” The Em- 

° Enclosures not printed.
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bassy will of course report available information in this regard and 
information in general with regard to any spread of Communist or 

other dissident influences. 
Very truly yours, For the Secretary of State: 

A. A. Beruz, JR. 

761.93/1734 : Telegram 

The Ambassador in China (Gauss) to the Secretary of State 

CHUNGKING, October 18, 1943. 
[Received October 18—11: 15 a. m.] 

1935. Embassy’s 1864, October 5, last paragraph. Consul [at] 
Tihwa now reports that he was informed by provincial chairman 
October 9th that on October 6th some 400 Soviet troops and 7 planes 
evacuated Hami and that remaining 100 troops and 2 planes are to 
leave upon signature of documents covering sale of Soviet installation 
there to Chinese. Consul previously reported agreement reached on 
sale for Sinkiang 2,000,000 (U. S. 500,000) but money not yet paid. 

Gauss 

893.00/15166 | 

The Ambassador in China (Gauss) to the Secretary of State 

No. 1675 Cuuncxina, October 14, 19438. 
[Received November 6. ] 

Sir: Reference is made to the Embassy’s telegrams No. 1709, Sep- 
tember 14, and No. 1741, September 17, 12 noon in regard to the 
discussion of the Chinese Communist question by the 11th Plenary 
Session of the Central Executive Committee of the Kuomintang in 
September and to the Embassy’s despatch No. 1639 [7636] of Sep- 
tember 29, 1943,°! regarding the C.E.C. 

There are now enclosed the following, as reported by Central News 
Agency’s English Service: (a) copy of General Chiang Kai-shek’s 
instructions to the C.E.C. Session on the Communist problem ;* 
(6) copy of the resolution adopted by the C.E.C. in regard to this ques- 
tion; and (c) copy of the resolution approved by the Third People’s 
Political Council at its session in September regarding the 18th Group 
Army (Communist) . | 

** Despatch not printed. 
* Dated September 18; for text, see United States Relations With China, p. 530. 
* Last enclosure not printed.
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Summary. 'The attitude of the Kuomintang toward the Chinese 
Communist Party, as indicated in the instructions issued by General 
Chiang Kai-shek at the C.E.C. Session and in the resolution adopted 
by the C.E.C. on the Communist question, is outwardly conciliatory. 
Other indications are that, while there has been no change in the mili- 
tary situation in the border region, relations between the two parties 
have worsened, those indications being comprised in the bitter propa- 
ganda campaign now being carried on by both the Kuomintang and 
the Communist Party (Embassy’s despatch 1651 of October 6), the 
attack made on the Communist Party by the Minister of War at the 
Third People’s Political Council in September, the resolution adopted 
by the P.P.C. on the question of the Communist army, the reduction 
of the number of Communist Party representatives at Chungking and 
the reported recently instituted close surveillance by Kuomintang se- 
cret police of those representatives. It is generally believed that the 
Central Government 1s committed to a policy of liquidation of the 
Chinese Communist Party by one means or the other and that this 
policy will be carried out if and when the Kuomintang decides that it 
can be achieved without too great danger to its internal position and 
to China’s international position. The peaceful settlement of the 
Communist problem and the ascendancy of liberal elements over Com- 
munist and Fascist groups in China are matters of serious concern 
to the United States. L'nd of summary. 

Kuomintang Charges Against the Chinese Communists; Communist 
Denial 

Both General Chiang Kai-shek’s instructions to the C. E. C. and 
the C. E. C. resolution on the Communist problem state that the Com- 
munist problem is a political problem to be solved by political means. 
They emphasize the failure of the Chinese Communist Party to fulfill 
the promises made in its manifesto of September 22, 1937, in which 
the Communist Party is said to have agreed (1) to struggle for the 
thorough realization of Dr. Sun Yat-sen’s Three People’s Principles; 
(2) to abandon its policy of attempting to overthrow the Kuomin- 
tang’s political power; (3) to abolish its soviet form of government 
and “to realize political democracy”, thus helping to bring about the 
political unity of the nation; and (4) to reorganize the Chinese Red 
Army into a national revolutionary army under the command of the 
National Military Council, the army to await orders to move to the 
front to fight the Japanese. The Communists affirm that they have 
carried out these promises and that the promise “to realize political 
democracy” has been fulfilled in areas under Communist control in 
that a democratic form of government has been established in those 
areas under which one-third of the representation in the government 
is Communist, one-third Kuomintang and one-third members with- 
out party affiliation. They add that this promise envisaged the estab- 
lishment of similar governmental forms in the Kuomintang-controlled 

“For text, see United States Relations With China, p. 523.
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areas and that this idea was implicit in the statement that the Com- 
munist Party would “realize political democracy in the hope that the 
political power (of the people) of the whole nation might be unified.” 
They point out that their armies have opposed the Japanese since the 
beginning of the war, without receiving any military supplies and 
drugs from the Central Government since the end of 1938 and without 
governmental subsidies since 1939. 

In General Chiang’s instructions and in the C. E, C. resolution 

the Communist Party is accused of sabotaging the war effort and of 
endangering the security of the state and the tolerant attitude of the 
Kuomintang is pointed to, as shown in the manifesto issued by the 
10th Plenary Session of the C. E. C. in November 1942 in which the 
C. E. C. declared that the Central Government was prepared to over- 
look the past record, either in thought or in deed, and would respect 
the opportunity of individuals or political groups to serve their 

country. 
The Minister of Information on several occasions during recent 

months has bitterly attacked the Communists at his weekly press 
conferences. In reply to a question from newspaper correspondents 
ata press conference shortly after the conclusion of the C. E. C. Ses- 
sion in regard to the measures to be adopted to solve the Communist 

problem if political means failed, the Minister stated that the Kuomin- 
tang would seek a solution on the basis of the resolution passed and 

of the views expressed by General Chiang and that it was hoped that 
the Chinese Communists would place national interests above those of 
their party and would not hinder the prosecution of the war. 

The Central Government has recently charged the Communists with 
attacking Chungking troops instead of engaging in operations against 
the Japanese (as in General Chiang’s instructions to the C. E. C. and 
the Kuomintang press propaganda campaign against the Com- 
munists). This was one of the charges made by General Ho Ying- 
chin, Chief of Staff and Minister of War, during the recently 
concluded session of the Third People’s Political Council (Embassy’s 

telegram No. 1804, September 25,2 p.m.). Mr. Tung Pi-wu, the Com- 

munist delegate to the P. P. C., in denying at the P. P. C. session the 
truth of the charge, pointed to the existence in General Ho’s files of 

letters from his commanders in the field reporting that Communist 
troops had on the occasions mentioned by Ho come to the assistance 

of the Chungking troops and had aided them in repulsing the Japa- 

nese. The Communists also state that the recent report that the Com- 

munist troops had attacked Central Government troops in Shantung 
(Embassy’s telegram No. 1722, September 15, 4 p.m.) was without 
foundation, that these troops were former Chungking forces which 
had deserted to the Japanese in early July previous to the attack
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made on them by the Communists and that the headquarters of the 
Shantung Provincial Government at Chungking had never received 
such a report and was completely surprised to see the report published. 
According to the Communists, the Kuomintang fears that the end of 
the war may find the Communist troops rather than Central Govern- 
ment forces in control in those areas of north China from which the 
Japanese withdraw and that the Central Government may not be 
sufficiently strong to oppose them successfully. In this connection, 
the Communists charge that the Chungking authorities are now en- 
couraging defections from their own (Kuomintang) troops to the 
Japanese in north China as a means of providing opposition to the 
Communist forces, of solving the supply and food problem and of 
having their own troops in that area at the end of the war following 
Japanese withdrawals. 

Possibilities of Compromise 

General Chiang’s instructions to the C. E. C. and the C. E. C. mani- 
festo, coming at a time when there were fears of a Kuomintang ulti- 
matum to the Chinese Communist Party, served to ease the tension 
momentarily and in a relative sense but it is an uneasy truce which 
continues to exist. (Generals Hu Tsung-nan, Deputy Commander of 
the 8th War Zone, Fu Tso-yi, Chairman of the Suiyuan Provincial 
Government and Commander of the Chinese Forces in Suiyuan, Ma 
Hung-kuei, Chairman of the Ninghsia Provincial Government, Chang 
Chih-chung, Chief of the Political Training Board of the National 
Military Council, and Chiang Ting-wen, Commander of the 1st War 
Zone, were all reportedly summoned to Chungking by General Chiang 

: Kai-shek on very short notice at the time of C. E. C. session in Septem- 
ber to participate in military conferences which are believed to have 
been related to possible action against the Communists.) Neither of 
the two parties seems willing to make concessions necessary to bring 
about an agreement. Such concessions on the part of the Communists 
would certainly entail the removal of the Communist army from the 
area it now occupies and its incorporation into other units of the Cen- 
tral Government forces, probably scattered over the entire country. 
The governmental power would be expected to be placed under Kuo- 
mintang control as is the case in other parts of free China, for it is not 
likely that the Communists would be permitted to retain any voice in 
the Government in their present areas unless that voice were backed 
by armed force—a force which would be lost with the relinquishment 
of its army. Kuomintang concessions, according to Communist 
sources, would entail the establishment of some form of repre- 
sentative government in which the Communist Party and other minor- 
ity groups would have a share. It would also require freedom of
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speech, of assembly and of the press—i.e. guarantees of security for 

the Communists. 
It is debatable what the result of such a move would be at the pres- 

ent moment. Many liberal Chinese in addition to the Communists 

insist that establishment of a truly representative government would 

not necessarily entail the loss of a dominant voice in the Government 

by the Kuomintang but that it would mean the elimination of the 

oppressive and corrupt practices in which the Kuomintang now in- 

dulges in order to enable it to hold its power; that such a move would 

result in a greater spirit of unity on the part of the people and a 

genuine whole-hearted support of the war effort and of the Govern- 

ment. The Kuomintang on the other hand points to the unrest already 

existing and fears that without the strong controls now in existence 

chaos would result and that too much freedom at the present moment 

might lead to disruptive tendencies with every individual and every 

group trying to make its voice heard. The result is that there seems 

to be no common meeting ground for the two parties. The Kuomin- 

tang, therefore, continues to maintain its blockade of Communist- 

occupied territories, asserting that the slightest relaxation of that 

blockade will mean the extension of Communist control over adjacent 

areas. It employs the blockade both as a form of pressure on the Com- 

munist Party for the acceptance of the Kuomintang demands and as 

a preventive of the extension of Communist control. 

Communist Estimate of Present Situation 

The Communists state that General Ho Ying-chin’s attack on the 

Communists is but one phase of the propaganda campaign decided 

upon by the Kuomintang to publicize and expose Communist “crimes”. 

Mr. Tung Pi-wu warns that further reports of this type are to be ex- 

pected in the future and that many of them will come from provincial, 

municipal and hsien assemblies. He asserts that the occasion of Gen- 

eral Ho’s attack was the first time since the organization of the P. P. C. 

that the Communists had thus been openly attacked, although an ef- 

fort had been made to initiate such an attack during the P. P. C. session 

in 1942—an effort which was forestalled by his (Tung’s) prompt pro- 

test. Mr. Tung states that General Chiang Kai-shek purports to feel 

that the Communist question is purely a domestic problem and that 

foreign opinion in this matter should be disregarded. He asserts that 

General Chiang has so informed his associates and has stated that in 

any event the American and British Governments are capitalist 

regimes which have no regard for the Communists. Mr. Tung is of 

the opinion that as matters now stand the situation is generally worse 

than at any time since the crisis in July of this year when the Central 

Government concentrated additional troops around the Communist
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areas in Shensi. He expresses the belief, however, that General Chiang 
does give consideration to foreign opinion regarding the Communist 
problem in spite of his apparent indifference. He adds that the ques- 
tion of the Szechuan militarists also enters into any estimate of the 
situation and that the Central Government has recently moved an 
army corps from Paochi, Shensi, to’Tahsien, eastern Szechuan, to pro- 
vide for eventualities in the event of a Kuomintang-Communist 
conflict. 

Communist sources state that General Chou En-lai, the Communist 
representative who left for Yenan at the end of June, will not return 
to Chungking in the immediate future and that the question of his 
return may well serve as a barometer of improved relations between 
the Kuomintang and the Communists. It is to be noted that the Com- 
munist Party representation at Chungking has been reduced and that 
there remains only a minimum number considered essential in the op- 
eration of the 18th Group Army Headquarters and of General Chou’s 
office and in the publication of the Communist daily and bi-monthly 
magazine. The Communists also state that following the withdrawal 
of Mr. Tung from the P.P.C. session their representatives have been 
under close surveillance by the Kuomintang secret police and that one 
non-Communist Chinese who was seen talking to Communist members 
on the street was followed and warned by the secret police that serious 
consequences could be expected if she were again found with 
Communists. 

Chinese Suspicion of Soviet Russia 

In the background of the situation is inevitably present a deep-seated 
Chinese fear and suspicion of Soviet Russia and its intentions with 
regard both to the Chinese Communists and the Northeastern Prov- 
inces. (The Embassy has reported on this subject on a number of 
occasions.) That the Russians are not altogether disinterested in the 
Chinese Communist Party is evident from the call made in July at 
the American Embassy by representatives of the Soviet Embassy at 
Chungking who expressed Soviet concern over the possibilities of civil 
war between the Central Government and the Communist Party (Em- 
bassy’s telegram No. 1183, July 14,12 noon). This fear gives added 
reason for the Kuomintang to wish to dispose of the Communist ques- 
tion before the conclusion of the war in order that a post-war Kuomin- 
tang-Chinese Communist struggle for control in north China may not 
occur. Even should Soviet Russia remain outside the war against 
Japan, there would exist the possibility of Russian assistance, outright 
or under cover, to the Chinese Communists.
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Possibilities of Civil War 

All these factors point to but one conclusion to the continued strug- 

gle between the two rival parties—civil war at some undetermined 
future date. Whether it will come prior to the conclusion of the war 

against Japan or after that date would seem to depend largely upon 

the Kuomintang’s estimate of the possibilities of success. If the 

Kuomintang believes that it can embark upon such a campaign with 

chances of rapid success, it is possible that it will not await the end 

of the war against Japan. The end of the war in Europe will find 

a militarily-strong Soviet Russia which may be expected to take an 

active interest in the Far Eastern situation. That interest is likely 

to include the Chinese Communists and every day that passes brings 

nearer the possibility of Russian interference in the Communist situa- 

tion in China. The Kuomintang may feel that the present offers the 

greatest chance of non-interference from the American and British 

Governments which might be expected to exert no great pressure 

against such a move because of a desire to keep China in the war. 

There would seem to be more arguments against the advisability of 

launching into civil war in the post-war period provided the Kuomin- 

tang should feel that it could successfully carry through such a cam- 
paign prior to that time. The present propaganda campaign against 
the Communists is expected by the Kuomintang to build up a picture 
of an obstructionist and disobedient Communist Party which is hin- 

dering the prosecution of the war against Japan and is in well nigh 
open revolt against the legally constituted government of China, con- 

trary to the wishes of the people—a propaganda campaign which 1s 

perhaps a necessary prelude to outright action against the Com- 

munists. 
The Embassy feels that the chief danger in the situation lies in a 

possible miscalculation by the Kuomintang of its chances of success if 

its armies attack the Communists. The Kuomintang may consider 
that it is strong enough to accomplish its objective—the liquidation of 
the Communists—before the end of the war. (In this connection, the 

Secretary of Embassy at Sian has recently reported that Central Gov- 
ernment military officials there seem for the most part to make light 
of the military strength of the Communists, especially in respect to 
military equipment and supplies. They seem to suggest that the 

- Chinese Communist forces, at least those in north Shensi, could be 

liquidated speedily and easily.) Indications are that the result of 
civil war in the near future would be the end of what little affirmative 
contributory war effort is now being made by China. The dissident 

- provincial elements, such as the Szechuan militarists (whose possible
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opposition was reportedly one of the reasons for the failure of the 
C. E. C. to issue an ultimatum against the Communists in September), 
are not likely to neglect an opportunity to “fish in muddy waters” and 
utter chaos might well result. The general condition of Central Gov- 
ernment troops, suffering from malnutrition and insufficient medical 
attention and in many cases lacking—through long inactivity—the 
spirit to fight, would necessarily be a factor in any campaign against 
Communist troops, who are described by Central Government mili- 
tary officials as well Jed and trained, disciplined and of good fighting 
spirit but lacking military equipment in all categories, 

The possible alternatives to any civil war in China may be (1) a 
compromise between the two rival parties, which, gained under the 
pretext of democracy, might serve through the limited exercise of 
such principles to prevent the spread of Communism in China or (2) 
the carrying out by the Kuomintang of democratic reforms, particu- 
larly in the agrarian field, designed to deprive the Chinese Communist 
Party of one of its greatest sources of popular appeal among the 
peasants. (The Communist Party’s present strength has perhaps re- 
sulted largely from the failure of the Central Government to take 
any effective measures of agrarian reform and the Communist move- 
ment as at present constituted in its non-industrialized bases is chiefly 
a symbol of agrarian protest.) 

It is of importance to the United States that there emerges a new 
China which will be friendly to the United States and which will 
not be torn by civil strife nor controlled by reactionary ultra-chau- 
vinistic elements. There already exist among these powerful elements 
suspicion of western ideas and influence and some latent anti-foreign- 
ism which under their direction could readily be encouraged and ex- 
tended over the country. If civil war is prevented and if the Kuomin- 
tang is forced by virtue of circumstances to give way to demands for 
reforms or for the broadening of the base of the government with re- 
sultant liberalizing influence, China may be saved both from Com- _ 
munism and from the perhaps worse evil of the Chinese brand of 
Fascism which masquerades under Sun Yat-sen’s San Min Chu I. 
Fascist tendencies of this kind are becoming more and more evident. 
A solution of the Kuomintang-Communist problem which will avert 
civil war and by liberalizing the present regime lessen the influence 
of the reactionary elements now in power would provide a solution 
greatly to the advantage of the United States in the light of its long- 
term interests. 

Respectfully yours, C. E. Gauss
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[Enclosure] 

C. E. C. Aports Resotution On Communist Issuz 

Communists Be Persuaded To Redeem Pledge Made In Declaration 
Of 1937 

(Central), Sept. 18. The following is the English translation of 
the resolution passed by the 11th Plenary Session of the 5th Central 
Executive Committee of the Kuomintang regarding the problem of 
the Chinese Communist Party: 
Having heard the general report on the Chinese Communist Party’s 

activities subversive of the state and detrimental to our war efforts, 
we realize with deep regret that the said Party, instead of showing 
the slightest sign of being moved by the generous and tolerant atti- 
tude taken by the Tenth Plenary Session held last November, has 
actually intensified its activities of endangering the security of the 
state and sabotaging our war efforts. 

Our holy war against aggression having passed through its most 
critical stage after 6 long years, the victory anticipated by the whole 
nation is already in sight. In order to ensure lasting freedom and 
welfare for the country and final triumph over aggression, the Govern- 
ment is firmly convinced that unless national unity is placed on a 
solid foundation, it is next to impossible to carry out successfully our 
program of resistance and reconstruction. Bearing in mind this guid- 
ing principle, the Government sincerely hopes that the Chinese Com- 
munist Party will refrain from committing acts undermining national 
unity and obstructing the prosecution of our war. It is with this 
purpose in view that the Government has consistently taken an atti- 

tude of forbearance towards the said Party. Animated, now as ever, | 
by the same spirit, we do hereby resolve to entrust the Standing Com- 
mittee with the task of settling this matter and of persuading in an 
appropriate manner the Chinese Communists to realize their past mis- 
takes and honestly redeem the pledge made in their declaration of 
September 22nd, 1937, namely “(1) To struggle for the realization of 
the Three People’s Principles; (2) To abandon the policy of creating 
disturbance and propagating the communist movement; (3) To dis- 
solve the present Soviet government, thus helping to bring about the 
political unity of the whole nation; (4) To disband the Red Army 
by incorporating it in the National Army under the direct command 
of the Military Council of the National Government.[”] In this way, 
national interests will be safeguarded, military orders and govern- 
ment decrees carried out, victory in our war of resistance and success 
in our reconstruction work assured, so that the fervent hope of the 
people may be fully realized. As the Plenary Session has resolved 
to convoke the National Congress within one year after the cessation
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of hostilities to make and promulgate a constitution, all other problems 
can be discussed and solved in that Congress. The present session of 
the Central Executive Committee, while resolutely striving for the 
consummation of its fixed policy unifying the country and safeguard- 
ing the victory of war, hereby reiterates to the Chinese Communist 
Party its most earnest and sincere expectations. 

893.00/15168 

The Ambassador in China (Gauss) to the Secretary of State 

No. 1686 Cuunexine, October 16, 1943. 
[Received November 6. ] 

Str: Referring to the Embassy’s despatch No. 1675 of October 14, 
1943, in regard to Kuomintang-Communist relations, I have the honor 
to enclose a copy of despatch No. 51 of August 27, 1943, from the 
Secretary on detail at Sian ® reporting a conversation on that subject 
with General Li Kun-kang, Chief of Staff to General Hu Tsung-nan, 
Deputy Commander of the Eighth War Zone. 

Summary. According to the despatch, General Li denies the rumors 
of Central Government troop concentrations in July on the boundaries 
of the Border Region in Shensi and states that there has not been and 
not now is there any intention on the part of the Central Government 
of using military force against the Communists. General Li is said to 
feel that the Central Government’s policy is to seek a political solution 
of the Communist problem but he admits that the Chinese Communists 
will not be willing to disband their organizations. It is General Li’s 
professed opinion that the Communists are weak, militarily and 
economically, that they do not enjoy the support of the people in the 
areas which they control and that they are not active militarily against 
the Japanese. Mr. Drumright adds that he has been unable to con- 
firm that the Central Government troops concentrations against the 
Communist Border Region in July were anything more than replace- 
ment transfers. L'nd of summary. 

Central Government officials at Chungking who have discussed the 
matter with the Embassy have admitted the concentration of Chung- 
king troops in Shensi during July, explaining it as a measure of pres- 
sure on the Communists for acceptance of Kuomintang terms (Em- 
bassy’s telegrams No. 1136, July 9, 4 p. m.; No. 1178, July 13, 4 p. m.; 
and No, 1214, July 17, 6 [3] p.m.) 

Denials of these reports have come from General Hu Tsung-nan 
himself, who was the commander of the Central Government forces in 
question, from General Chang Chih-chung, who denied even the con- 
centration of any troops, and from various officials at Sian. Whether 
or not the concentrations represented an increase in the number of 

* Not printed. |
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troops participating in the blockade of the Communist-controlled areas 
or merely replacement transfers, the purpose seems to have been an 
effort to impel Communist acceptance of Central Government de- 
mands and perhaps partially to prevent extension of Communist con- 
trol in areas adjacent to their present territory. 

Respectfully yours, C. E,. Gauss 

893.00/15148 ;: Telegram 

The Ambassador in China (Gauss) to the Secretary of State® 

CuuNncxEING, October 17, 1943—10 a. m. 
[Received October 17—6:31 a. m.] 

1968. Embassy’s 1695, September 12; 1709, September 17 [74] and 
previous. Foreign Office Information Department official states that 
Chinese Government in about 1 week or 10 days will make important 
announcement in regard to Chinese Communist problem; that an- 
nouncement will follow line laid down in General Chiang Kai-shek’s 
instruction to CEC, September 13; ® that opinion in Foreign Office is 
to effect that an agreement with Communists will be reached by nego- 
tiation and that military action against them will be avoided. 

Informant states that announcement will be timed to coincide with 
meeting of Foreign Ministers of USA, Britain and Soviet Union 
at Moscow in hope that problem of Chinese Communists will be 
brought to attention of that conference. 

| Gauss 

893.001 Chiang Kai-shek/9 | 

The Ambassador in China (Gauss) to the Secretary of State | 

[Extracts] 

No. 1700 | Cuunckine, October 19, 1943. 
[Received November 6. | 

Sir: Referring to the Embassy’s telegram No. 1913 of October 11, 
1943,”° in regard to the inauguration of General Chiang Kai-shek as 
President of the National Government of the Republic of China, I 
have the honor to enclose a copy of President Chiang’s speech ” 
broadcast to the nation on the day of the inauguration and to report 
further regarding the inaugural ceremony. 

u “ Repeated by the Department on October 20 to the Ambassador in the Soviet 
nion. 

® For text, see United States Relations With China, p. 530. 
* Not printed.
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Summary. General Chiang was sworn in as President of the 
National Government at the National Government Building on the 
morning of October 10, 1943, in the presence of high government 
officials. No foreign diplomatic representatives or newspaper corre- 
spondents were invited to attend the ceremony. In the afternoon 
following the ceremony, President and Madame Chiang received the 
members of the diplomatic corps and of the foreign military missions 
at Chungking. The Chinese vernacular and English language press 
carried reports of congratulatory messages from foreign governments 
and from various leaders throughout China. “nd of Summary. 

President Chiang’s Broadcast Message to the Nation 

In his broadcast message to the nation on the night of October 10, 
President Chiang referred to Dr. Sun Yat-sen’s policy of building 
up the Republic of China: China should fulfil the obligations and 
enjoy the rights of a civilized nation and should foster closer relations 
with friendly nations on the principle of peace with a view to elevat- 
ing China’s position in the family of nations and realizing the ideal 
of universal brotherhood; the territories of the Hans, Manchus, Mon- 
gols, Muslims and Tibetans should be welded together into one country 
and merged into one nation; and China should establish a republican 
form of government, improve the people’s livelihood and fulfil the 
high aspirations of the nation through the consummation of the 
revolution. President Chiang stated that China was now engaged in 
a war in pursuance of this consistent policy. He explained how the 
Chinese people must exert themselves in order to establish a demo- 
cratic government and pointed to the important prerequisite to the 
realization of the “Principle of Democracy”: the democratic spirit 
lies in the observance of law and discipline and the Chinese people 
should grasp fully the true meaning of freedom and government by 
law and cultivate the habit of respecting freedom and observing 
law and discipline. 

Respectfully yours, C. E. Gauss 

893.00/15150 : Telegram 

The Ambassador in China (Gauss) to the Secretary of State 

CHUNGEKING, October 20, 1948—9 a. m. 
[Received 3:20 p. m.] 

1982. EEmbassy’s despatch 1580, September 16.7 Telegram of Octo- 
ber 15 from Clubb at Tihwa states native disturbances reported in 
Altai region and south Sinkiang and Turki language circulars said re- 

™* Not printed.
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cently distributed in Tihwa calling on people to rise against Sheng’s 
rule. 

Clubb reports (a) that Chinese officials reputedly believe disturb- 
ances are instigated by Soviets, but he believes unsettled political griev- 
ances of non-Chinese population and continuing economic deteriora- 
tion are important factors in this situation. 

; Gauss 

761.93/1737 : Telegram 

Lhe Ambassador in China (Gauss) to the Secretary of State 

Cuunexine, October 20, 1948—5 p. m. 
| | [Received 5:35 p. m.] 

1989. Consul [at] Tihwa reports that on October 16 he was told 
by Foreign Affairs delegate that Soviets have fixed price for Tou- 
tungho installation at U.S. [$] 5,296,600; that formal negotiations not 
yet undertaken; that 200 of Soviet troops evacuating Hami have 
stopped at Toutungho and same number are at Tushan; that dele- 
gate has protested to local USSR Consul General and that Soviets 
have withdrawn from Wusu airfield but not from Ining and Tou- 
tungho fields. Consul surmises that Soviets intend to retain troops 
at Toutungho and Tushan until final arrangements for handing over 
of installations to Chinese are agreed upon. 
. Foregoing refers to Embassy’s 1935, October 13 and despatch 1532, 
September 1.” 

Repeated to Moscow. Gauss 

893.00/15152 : Telegram - a 

The Ambassador in China (Gauss) to the Secretary of State 

| Cuunexina, October 21, 1943. 
[Received October 21—4: 40 p. m.] 

1995. At his first press conference October 20 Liang Han-chao, 
newly appointed Minister of Information as successor to Chang Tao- 
fan, stated there will not be a civil war in China and that possibility 
of Kuomintang leading nation at war against Chinese Communists 
does not exist at all “since we are all engaged in the supreme task of 
defeating the enemy and winning the war.” He said attitude of 
Kuomintang toward Chinese Communists can be summed up by Presi- 
dent Chiang’s message to CEC in September and that rumors of civil 
war has origin in oversensitiveness or ulterior designs of Chinese Com- 
munists to achieve certain political aims with hope of bringing about 

? Latter not printed. 
332545—57——24
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solidarity within their party. Liang expressed opinion that Chinese 
Communist attitude toward Kuomintang and Central Government 
has been moderated since PPC session in September. 

Gauss 

893.001 Chiang Kai-shek/11 

The Ambassador in China (Gauss) to the Secretary of State 

No. 1722 Cuuncxine, October 22, 1943. 
[Received November 6.] 

Sir: Referring to the Embassy’s despatch no. 1700 of October 19, 
1948, in regard to the inauguration of General Chiang Kai-shek as 
President of the National Government, I have the honor to enclose a 
copy of despatch no. 161 of September 29, 1943, from the Secretary on 

detail at Chengtu regarding the reaction at that city to the acceptance 
by General Chiang of the presidency. 

Mr. Smith’s despatch, which contains a summary, is of chief interest 
in that it reveals, as stated in the despatch, the considerable prestige of 
General Chiang among the people as well as the bitter criticism of 
soine of his close followers. The report mentioned on page 2 of Mr. 
Smith’s despatch concerning the replacement of the Mayor of Chung- 
king by ex-[the late] President Lin Sen’s chief assistant is not correct; 
the present Mayor continues to hold his office. 

Respectfully yours, C. E. Gauss 

[Enclosure] 

The Second Secretary of Embassy in China on Detail at Chengtu 
(Smith) to the Ambassador in China (Gauss) 

No. 161 CHENGTU, SZECHUAN, September 29, 1943. 

Sir: I have the honor to report that, as might be expected, there 
was little local enthusiasm shown over the Generalissimo’s acceptance 
of the Presidency. Some nine thousand students of the Central Mili- 
tary Academy “spontaneously” demonstrated their enthusiasm in a 
parade through part of the city and there was a Kuomintang inspired 
fire-cracker celebration in the main business section. 

Summary. ‘There was not much apparent local enthusiasm over 
the Generalissimo’s assumption of the Presidency except among the 
students o fthe Military Academy. However, political observers ex- 
pressed gleeful admiration of the manner in which the Generalissimo 
had maneuvered the other three leading aspirants for the position into 
insisting that the Generalissimo take the post and being satisfied when
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he took their advice. Such stories, whether true or not, enhance the 
Generalissimo’s personal and political prestige in Chengtu. 

Two of the best informed Chinese observers with whom I am in con- 
tact, neither of whom seems whole-heartedly in favor of the Central 
Government, made a special occasion to tell me with great glee and 
admiration of the clever manner in which the Generalissimo had man- 
aged to take the appointment without offending Wang Chung-hui ® or 
the two other principal aspirants for the Presidency. They say that 
the Generalissimo called Wang Chung-hui in to see him and asked 
him to prepare most carefully a list of the functions, powers and re- 
sponsibilities he thought the man acting as President should have. 
Wang returned to his home and after two days of hard work pro- 
duced a most formidable list. The Generalissimo, after studying it 
carefully, remarked that it was a masterly piece of work and that he 
was in complete agreement with it, but one thing worried him. It was 
obvious that whoever accepted such great responsibilities could not 
possibly be spared to represent China at the Peace Conference. Wang 
Chung-hui reluctantly agreed. Then the Generalissimo asked Wang 
who he thought was the best fitted for the Presidency. Wang replied 
immediately that he thought the Generalissimo should take the Post. 
The Generalissimo said that, in his own opinion, Wang himself was the 
ideal man for the position, but, in view of the great need to have Wang 
free to represent China adequately at the Peace Conference, the Gen- 
eralissimo would reluctantly agree to accept the responsibilities of the 
Presidency himself. Wang is said to have left the interview almost 
as happy over the promise of future glory as he might have been if his 
expectations of appointment to the Presidency had been realized. The 
Generalissimo then called the two other leading aspirants for the posi- 
tion in to see him, and showed them what he called “Wang Chung- 
hut’s list” and asked them whether they had any criticism or sugges- 

| tions. They offered no criticism but, being thus convinced that Wang 
Chung-hui had the inside track for the appointment, urged the 
Generalissimo to accept the position himself as the only man fitted to 
hold such a responsible position. The Generalissimo finally agreed 
with them with apparent reluctance, sending them away satisfied 
that even if neither of them had received the appointment, they had 
prevented Wang Chung-hui from getting it and making a life-time 
job of it. They could each nourish the hope that, when time came for 
the Generalissimo to relinquish the post, it would fall to them. 
Having thus disposed smoothly of the leading aspirants for the po- 

sition the Generalissimo is said to have appointed Ex-[the late] 
President Lin Sen’s chief assistant to serve as Mayor of Chungking 

Secretary General of the Chinese Supreme National Defense Council and 
former Minister for Foreign Affairs.
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and to have placed the deposed mayor in charge of the Presidential 
Office—thus disposing effectively of the problem of “hang-over staff”. 
Many Szechuanese resent what they consider to be “poaching” on 

their private political preserves but even they seem to highly admire 
and privately laud the Generalissimo’s political acumen and skill. 
The admiration that such stories elicit is a real political force, whether 
or not the stories are true. The political prestige of the Central Gov- 
ernment in Chengtu is considerably enhanced by the personal respect 
that is felt for the Generalissimo. Stories of his cleverness in domi- 
nating people and of his political foresight are favorite topics of con- 
versations in Chengtu tea shops, along with bitter gossip about the 
foibles and failings of some of his chief assistants. 

Respectfully yours, Horace H. Suir 

893.00/15180 

The Ambassador in China (Gauss) to the Secretary of State 

No. 1789 Cuunexine, October 27, 1948. 
[Received November 18. | 

Sr: I have the honor to enclose a copy of despatch no. 4 of Septem- 
ber 21, 1943, from the Secretary on detail at Lanchow * reporting ob- 
servations made to him by responsible and well informed Central Gov- 
ernment officials at Lanchow in regard to the disintegration of the 
political and administrative authority of the Central Government and 
of the Kuomintang. 

The despatch is of chief interest in that it reports criticism of the 
Chungking administration by its officials in an area where, together 
with the Sian area, the repressive tendencies of the Central Govern- 
ment are perhaps most strongly in evidence. 

Respectfully yours, | C. E. Gauss 

893.00/15177 | 

The Ambassador in China (Gauss) to the Secretary of State 

No. 1748 Cuunexine, October 27, 19438. 
[Received November 16. | 

Sir: I have the honor to enclose a copy of despatch No. 86 of October 
9, 1943, from the Secretary on detail at Sian * in regard to the cen- 
tralization of military power in the Sian area under General Hu 
Tsung-nan, Deputy Commander of the 8th War Zone. 

“* Not printed.
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Summary. General Wen Chao-chi, formerly Director of the Sian 
office of the Military Affairs Commission, has succeeded General Yuan 
Pu as Garrison Commander of Sian, a change apparently brought 
about by General Hu Tsung-nan. General Hu, the most important 
military figure in the Sian area, has gradually centralized power in 
his hands to such an extent that General Hsiung Pin, Chairman of 
the Shensi Provincial Government, finds the civil administration of 
the province hampered by military interference, demands and exac- 
tions. The demands of General Hu’s armies for food and clothing 
have led to economic control and although Hu himself is said to be 
incorrupt his officers have engaged in malpractices in connection with 
taxation, conscription and bribery. There is doubt as to the wisdom 
of stationing certain armies and commanders in a given area over a 
period of years in view of the resulting evils which may endanger the 
future of the nation. E'nd of summary. 

Mr. Drumright’s observations in regard to the stationing of troops 
and commanders in the same area over a long period are echoed by 
other observers who have seen the growth of vested interests of various 
Chinese commanders in other sections of free China who in acquiring 
military, political and economic control over an area place themselves 
in a relatively independent position vis-a-vis the Central Government 
authorities in the event of any possible future internal trouble in the 
nation. 

Respectfully yours, C. E. Gauss 

893.00/15182 

The Ambassador in China (Gauss) to the Secretary of State 

No. 1747 | CuunGKING, October 28, 19438. 
[Received November 18. ] 

Sir: Referring to the Embassy’s despatch No. 1676 of October 14, 
1943,"° in regard to the Third People’s Political Council, I have the 
honor to enclose (a) copy of a Central News Agency (Government- 
controlled) despatch of October 20, 1948, reporting the announcement 
by the Supreme National Defense Council of the Organic Law of the 
Committee for the Establishment of Constitutional Government and 
the appointment by President Chiang Kai-shek of the members of 
that Committee and (b) copy of a memorandum dated October 27, 
1943, on this subject prepared by Mr. John S. Service, Second Secre- 
tary of Embassy attached to General Stilwell’s Headquarters.” 

Summary. The organization of the Committee was approved by 
the Second Session of the Third P.P.C. in September upon the recom- 
mendation of President Chiang; its membership, appointed by the 

* Not printed. oo : : 
* Neither printed.
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Supreme National Defense Council, is composed of Centra] Executive 
and Central Supervisory Committee members, delegates of the P.P.C. 
and experts in constitutional government. In accordance with the 
Organic Law of the Committee, announced by the Council, President 
Chiang, as Chairman of the Supreme National Defense Council, will 
be Chairman of the Committee. The Committee’s function will be 
to investigate, examine, discuss and report to the Government on 
matters relating to constitutional government. Minority parties are 
reported to be critical of the overwhelming Kuomintang majority 
control of the Committee and the lack of appropriate minority repre- 
sentation and to be unwilling to cooperate in the work of such a com- 
mittee. L'nd of summary. 

Organic Law of the Committee 
The Organic Law of the Committee, which was established by the 

Supreme National Defense Council, provides for the membership to 
be appointed by the Council from the Central Executive and Super- 
visory Committees of the Kuomintang, from members of the People’s 
Political Council (members of its Presidium to be ex-officio members of 
the Committee) and from among persons with experience in political 
affairs and constitutional government. Functions of the Committee 

are (1) to submit to the Government proposals concerning constitu- 
tional government; (2) to investigate local organs of public opinion; 
(3) to investigate the manner in which all laws relating to constitu- 
tional government are being enforced; (4) to serve as liaison between 
the Government and public organizations in matters relating to con- 
stitutional government and other political questions; and (5) to ex- 
amine and discuss all matters concerning the enforcement of constitu- 
tional government according to the Government’s instructions. All 
important questions are to be submitted to the government offices con- 
cerned through the Chairman of the Committee. 

Membership of the Committee _ 

The Committee is composed of 54 members, including the Chairman 
and the seven members of the P.P.C. Presidium. Forty-six of this 
number were nominated by President Chiang for appointment by the 
Supreme National Defense Council. Of the membership of the Com- 
mittee approximately 35 are Kuomintang members, about 10 are 
members of independent minority groups and the remainder are with- 
out party affiliation. The majority of the latter, however, are expected 
to support the Kuomintang in view of their past record, some of them 
being bound by personal allegiance to President Chiang. 

Moderate groups appear to have been given a dominant share in 
the Committee and the known representation of the reactionary CC 
clique. is less than the total of the Political Science Group and Dr. 

Sun Fo’s followers. A number of scholars and lawyers have been
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named to the Committee. Only one military representative, General 
Hsiung Shih-hui, has been placed on the Committee, and he is con- 
sidered a member of the Political Science Group. 

Controversy between the Kuomintang and the Minority Groups over 
the Committee 

The lack of support given by the minority party leaders to the 
P.P.C. during its session in September (there was negligible minority 
party representation in attendance) nullified the efforts of the Kuo- 
mintang to point to the increasing popular support behind the P.P.C. 
and increased existing doubts regarding the real attitude of the Kuo- 
mintang toward constitutional government. Therefore, prior to the 
establishment of the Committee discussions between the Kuomintang 
and the minority groups (except for the Communist Party) centered 
around the questions of legalization of minority political parties and 
the establishment of a committee independent from the P.P.C. to deal 
with matters relating to constitutional government. The result was 
the placing of the Committee under the Supreme National Defense 
Council which, while purely Kuomintang, is less obviously political 
than the Central Executive Committee of the Kuomintang and in 
theory is the highest organ governing the nation. The minority groups 
then insisted that their leaders or chosen delegates be named mem- 
bers of the Committee as representatives of their parties and that 
all minority parties be given representation. A list of members sub- 
mitted by the minority party leaders to President Chiang was not, 
however, agreed to and three outstanding minority leaders were not 
appointed. Those appointed were named as experts or as members 
of the P.P.C. and not as representatives of their parties. The minor- 
ity parties feel that the Kuomintang is attempting to break up their 
united front by the elimination of the three appointees requested. 

Minority Party Criticism of the Committee 

Minority party leaders resent the overwhelming Kuomintang ma- 
jority control cf the Committee which is under the Government rather 
than an independent committee and state that its powers are vague and 
its effectiveness doubtful. They particularly resent the fact that Pres- 
ident Chiang is Chairman of the Committee in that his presence 
may be expected to prevent the free discussion and criticism necessary 
to the working of any such committee. ) 
According to reliable reports the Communist Party was not con- 

sulted with regard to the composition or the organization of the Com- 
mittee and its first knowledge thereof was the announcement by the 
Supreme National Defense Council. The Kuomintang in its publicity 
has, however, emphasized the part allegedly to be played in the com-
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mittee’s work by minority party personnel. A China Information 
Committee Bulletin (Ministry of Information release) of October 21 
was headlined “Communists on Constitutional Government Commit- 
tee” and devoted several paragraphs to the participation in the Com- 
mittee of various minority party leaders. 

As a result of the controversy, the minority parties are now reported 
to be unwilling to cooperate with the Committee and to have taken 
the position that they will not participate unless all minor groups 
are appropriately represented. The consequence of the criticism and 
controversy is that the Committee which is actually more moderate 
in composition than might have been expected or hoped for is ham- 
pered at the outset by political bickering. This circumstance will 
likely not only lessen the effectiveness of the Committee but will also 
make more evident, if not more voluble, the suspicion between the 
Kuomintang and the minor opposition groups.” 

Respectfully yours, C. E. Gauss 

740.0011 Pacific War/3517 : Telegram . 

The Ambassador in China (Gauss) to the Secretary of State 

CHUNGKING, October 30, 1948—2 p.m. 
[Received October 31—7 : 28 a. m.] 

2044. Drumright at Sian in telegram October 27 reports as fol- 
lows: Chungking armies recently transferred to Shantung now being 
withdrawn by Chiang Kai-shek’s orders. Only three divisions guer- 
rillas remain north Yellow River, regular troops having been re- 
moved from that area. Important northern provinces thus almost en- 
tirely denuded of Chungking troops and only puppet, Communist and 
Japanese forces remain. During October three Chungking armies 
were moved to Shensi and Kansu from Honan as reinforcements on 
west flank of Communist border region. Over one million Chungking 
troops now in Honan but no indications of plans for North China of- 
fensive unless Japs completely collapse. Military-leaders in Sian area 
apparently devoting chief attention to establishment closer relations 
with puppet forces who will at safe moment support Chungking. 

Gauss 

“In a memorandum dated February 22, 1944, Troy L. Perkins of the Division 
of Chinese Affairs commented: “It is interesting to note that the minority par- 
ties, because they are not appropriately represented, are now reported to be un- 
willing to cooperate with the Committee, apparently in the hope that a show 
of independence may strengthen their position and even lead to the legalization 
of minority parties. This may indicate that some non-Kuomintang and liberal 
leaders see a possibility that the one-party monopoly can be effectively broken.”
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893.00/151838 

Memorandum of Conversation, by the Ambassador in China (Gauss) 

[Extracts] 

[CuHunexine,] November 1, 1948. 

On invitation of Madame Chiang Kai-shek, I attended a tea at the 
Chiang residence yesterday afternoon ... 

After the usual exchange of courtesies (during which I extended 
my best wishes on his birthday), the Generalissimo turned to other 
subjects. I record the pertinent parts of the conversation. 

[Here follow references to the “Tokyo—Nanking Alliance” and the 
Four-Power declaration.® | 

3. The China Situation. He then asked me pointedly what I 
thought of the China situation at this time. I avoided any reference 
to the political and military situation by saying that since my return 
from the United States I had been particularly interested in bringing 
myself abreast of the general position and had lately been studying 
the economic developments which had taken place during my absence 
I continued that for the past six or more years China has been facing 
a rapidly developing economic situation which presented problems 
of great importance and difficulty even for trained economic experts; 
I had been a keenly interested observer of these developments and of 
the measures which had been taken to endeavor to meet them. 

The Generalissimo then undertook an exposition of his views on the 
situation. He commented that the most important factor recently had 
been the provision of the gold loan from the United States. It had 
improved public confidence. He said that there are four important 
factors in the economic situation: 

1. Public confidence. | 
2. Public administration. 
3. Transportation. 
4. Good harvests. 

He regarded public confidence as of outstanding importance; and 
on this heading, he considered that two important elements in restor- 
ing or improving public confidence had been | 

1. The making available of gold by the United States. 
2. The encouraging news of the progress of the war. 

He repeated again that the action of the United States in making 
the “gold loan” available to China had been the most important factor 

” Copy transmitted to the Department by the Ambassador in China in his 
despatch No. 7758, November 1; received November 18. 

- © Signed at Moscow, October 30, 1943, Department of State Bulletin, Novem- 
ber 6, 1943, p. 308.
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in restoring confidence; and he wished that I would let this be known 
to Secretary Morgenthau. He said that he also thought that if some 
publicity could be given in the United States to the fact that gold had 
been made available to China, the resulting publicity in China would 
have a beneficial effect in further strengthening public confidence. 
He said that the improvement in public confidence was reflected in a 
greater stabilization of the prices of necessities which had recently 
been noted. (Note: At a recent press conference the Government 

spokesman told foreign correspondents that there has been a stabiliza- 
tion in the price of rice, cotton yarn and cotton cloth, and even a slight 
decrease—very slight indeed, but nevertheless a decrease—in the price 
of coal. CEG). 

4, The E'nd of the War. In response to my comment that I hoped 
that this improvement in the situation would continue, the Generalis- 
simo said that he thought it would and that the end of the war is in 
sight. He said that he thought another year would see the principal 
battles fought and won; then perhaps it might take a little time to 

mop up and complete the picture. 
The balance of the conversation was more personal—my health, the 

new Embassy quarters on the north bank, et cetera. * 
C. E. Gauss 

893.00/15181 

The Ambassador in China (Gauss) to the Secretary of State 

No. 1764 CuuncxKine, November 2, 1943. 
[ Received November 18. ] 

Str: I have the honor to enclose a copy of despatch No. 63 of Sep- 
tember 15, 1943, from the Secretary on detail at Sian * in regard to 
the military strength of the Chinese Communist forces. 

Summary. According to civil and military sources at Sian, the 
regular military forces of the Chinese Communists, incorporated in 
the 18th Group Army under General Chu Teh, total about 200,000 men. 
They are said to be well trained, well led, well disciplined, experienced 
and hardy and with good fighting spirit. There is little or no illiter- 
acy among them. About 30,000 of these troops are stationed in the 
Shensi-Kansu—Ninghsia Border Region under Generals Lin Piao and 
Ho Lung while the remainder are scattered through Hopei, Chahar, 
Shantung, north Honan, Anhui and north Kiangsu. Guerrilla units 
numbering about 300,000 engage in activities within or near Japanese- 
occupied areas but their training, leadership and equipment is inferior 

The Counselor of Embassy also had a conversation with Generalissimo 
Chiang, who expressed interest in pending efforts of the American Congress to 
rE Not printed. laws; for correspondence on the latter subject, see pp. 769 ff.
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to that of the regular troops. Local militia units, with practically no 
re military training or equipment, are found throughout north 

ina. 
Military equipment is old and worn and not uniform and has been 

generally acquired from the Japanese or National Government forces. 
The Communists are estimated to have more than 200,000 rifles of 
various kinds and a few thousand machine guns but very little artillery 
or ammunition for such guns and no tanks or airplanes. They are 
able to manufacture a few rifles, machine guns, hand grenades and 
ammunition. 

| In spite of their weakness in matériel, the Communists have man- 
aged to maintain their footholds in north China where the mountain- 
ous terrain, with practically no modern means of communications, 
gives them great advantages. Military officials at Sian tend to make 
light of Communist military strength and apparently believe that the 
Central Government could easily and quickly liquidate the Commu- 
nist forces in the north Shensi area. L'nd of Summary. 

Chinese Communist sources at Chungking assert an “official figure” 
of 500,000 Communist regulars divided between the 18th Group Army 
and the new Fourth Army, the latter commanded by General Chen I 
with headquarters in north Kiangsu. They also state that there are 
an additional 2,000,000 guerrilla and partisan units half of which 
have military weapons of some kind. They describe Communist 
equipment as consisting of rifles, light machine guns, mortars and 
hand grenades. The partisans are said to be equipped chiefly with 
spears and knives. 

Chinese Communists at Chungking seem reluctant to give definitive 
figures for their armed strength and state that the totals given are 
the “official figures”. It is believed, therefore, that the actual mili- 
tary strength of the Communist forces lies somewhere between the 
figures obtained by Mr. Drumright from Central Government sources 
in Sian and those alleged by the Communists at Chungking. 

Respectfully yours, C. E. Gauss 

893.00/15198 

Lhe Consul at Kweilin (Ringwalt) to the Ambassador in China 
(Gauss) * 

[Extracts] 

No. 85 Kweitin, November 5, 1943. 

Sirr: I have the honor to submit hereunder a report on General 
Hsueh Yueh, the chairman of the Hunan Provincial Government, and 

of various phases of his military and civil administration. The infor- 
mation and statements contained in this report are based entirely on 

* Copy transmitted to the Department by the Ambassador in China in his 
despatch No, 1828, November 18; received December 10.
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personal conversations with a variety of British, Chinese and Ameri- 
can officials, businessmen, physicians, missionaries, and Chinese 
smugglers during the writer’s recent brief visit to Changsha. 

Summary: During the five-year term of office of General Hsueh 
Yueh as Chairman of the Hunan Provincial Government, he has 
shown little military or administrative ability. He has made little 
effort to impede the three relatively peaceful Japanese occupations 
of Changsha, and for the past year-and-a-half his troops seem to have 
maintained some sort of an understanding with the Japanese to live 
in peace with one another. There is a free exchange of rice from 
Hunan for salt from Hankow, and a substantial trade in raw mate- 
rials from Hunan to Hankow in exchange for manufactured articles 
from Hankow, Shanghai and other centers under Japanese control is 
being carried on. Considerable friction exists between the Hunanese 
and the to them alien Cantonese administration foisted on them by 
General Hsueh Yueh whose chief advisers and subordinates are mainly 
from his native province of Kwangtung. There is a marked ten- 
dency to place all industrial enterprises under Government control 
much to the resentment of the individual Hunanese businessman. 
American citizens generally have received reasonable cooperation from 
local Chinese officials, and the fine work of the American air force in 
Hunan is on the whole appreciated. However, there is a strong anti- 
British sentiment prevalent throughout the administration. Soviet 
Russian advisers continue to train troops of the Ninth War Area 
Command. 

As far as this Consulate is aware, Hunan is the only province in 
Kuomintang-dominated China in which Soviet Russian advisers are 
still engaged. There is an undetermined number of Russian military 
advisers stationed to the north of Changsha. They hold themselves 
completely aloof from other foreigners, and converse with Chinese 

| only through interpreters. There is a report which this office has been 
unable to confirm that Soviet-trained Chinese artillerymen were 
largely responsible for the discomfiture of the Japanese during their 
retirement from the Enshih area last summer. 

Respectfully yours, Arruor R, Rinewatt 

893.00/15196 

The Consul at Kweilin (Ringwalt) to the Ambassador in China 
(Gauss) ® 

No. 87 Kwerin, November 6, 1943. 

Sir: I have the honor to report that the November 2, 1943 issue of 
the Kweilin Sao Zang Pao, generally understood to represent the mili- 
tary clique, contained a news item to the effect that, with the war turn- 

* Copy transmitted to the Department by the Ambassador in his despatch No. 
1830, November 18; received December 10.
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ing in the favor of the United Nations and with victory in sight, the 
Chinese Government had begun to plan for the recovery of the lost 
provinces in northeastern China and for the strengthening of the polit- 
ical organization in these provinces. In this connection, it may be of 
interest to note the activities and opinions of a group of Manchurian 
nationalists, headed by the well-known publicist, Mr. Chou Ching- 
wen, who, as a personal friend and devoted follower of General Chang 
Hsueh-liang,** has been working tirelessly, if unobtrusively, for the 
restoration of the Young Marshal to a position of predominance in 
the Northeastern Provinces. | 

Summary: The Sian Incident of December 12, 1936," led to the 
cessation of civil war and the adoption of a policy of resistance to 
Japan. However, General Chang Hsueh-liang, who engineered the 
Incident, was courtmartialled and subsequently placed under the con- 
trol of the Military Council. He is now being detained in a village 
near Kweiyang where he is leading a quiet and studious life. The 
Young Marshal’s friends are doing everything in their power to have 
him released. They feel that he enjoys a popularity in China second 
only to the Generalissimo and that a man of his abilities should be 
allowed to organize resistance in the northeast where his followers are 
awaiting a signal from him. Because of its vast resources, its ad- 
vanced state of industrial development, and its important geographi- 
cal location between Russia, Japan and China, Manchuria will inevi- 
tably play an important part in the future of the Far East. There 
are four candidates for the role of administrator of this territory : (1) 
Administrators appointed by Chungking, (2) The revolutionary army 
now in Manchuria, (3) The Communist forces now in North China, 
and (4) General Chang Hsueh-liang. According to the Young Mar- 
shal’s supporters, his return to Manchuria would be the only logical 
and fair solution, As a Manchurian, he would be welcomed by his 
people who remain loyal to him, and who feel they have cause to be 
suspicious of the motives of the administration in Chungking, The 
Communists and the Soviet Government would be more inclined to 
trust him than they would representatives appointed by Chungking. 
The revolutionary army could be readily won over to his leadership. 
Finally, he and his followers are committed to policies and principles 
which are in keeping with those of the United Nations. 

It will be recalled that, on December 12, 1936, the Young Marshal 
engineered the now famous Sian Incident, whereby he placed under 
detention Generalissimo Chiang Kai-shek at the time of the latter’s 
visit to Sian; and that the Generalissimo was released only after hav- 
ing promised to (1) reject his policy of fratricidal and fruitless war- 
fare against the Communists for one of active military resistance 

“Successor to his father, Marshal Chang Tso-lin, as Governor-General of 
Manchuria in June 1928; former Vice Commander in Chief of the Chinese Na- 
tional Army, Navy, and Air Forces and Commander in Chief of the Northeastern 
Frontier defense forces until December 1931; later Vice Commander in Chief of 
bandit suppression forces in northwest China until December 1936. 

* See Foreign Relations, 19386, vol. 1v, pp. 414 ff.
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against Japanese aggression, (2) institute a democratic form of gov- 

ernment, and (3) release political prisoners. 

[Here follows detailed report based on views of Chang’s adherents. | 

There is a wide-spread belief that the Chinese Communist Party 

and troops intend to enter Manchuria whenever an opportunity pre- 

sents itself, and the Soviet Government would doubtless welcome and 

support them. Such a development would, however, meet with strong 

opposition from the Manchurian people, and there would doubtless be 

a recurrence of civil war. If the Chinese Communists were to obtain 

the ascendency in Manchuria they would be able to establish a strong 

liaison with Soviet Russia, and the Communist problem in China 
would prove even more difficult of solution than it is at present. Any 

effort on the part of the Central Government forcibly to remove the 

Communist elements from Manchuria would be foredoomed to failure 

and might invite Japanese intervention or even open hostilities be- 

tween China and Russia. 
If the Young Marshal and his followers were authorized to take 

over control of Manchuria, the situation would be entirely different. 

He would be welcomed by the Manchurian people and he would have 

little difficulty in obtaining the allegiance of the revolutionary army in 

Manchuria. A genuine Manchurian administration would be far less 

inclined to create friction with Soviet Russia than one controlled by 

the subordinates of Chiang Kai-shek. The New Force is committed 

to international cooperation externally and popular welfare and free- 

dom internally. These policies would not only satisfy the demands 

of the Manchurian people after their liberation, but would also be in 

keeping with the express convictions of the United Nations. 

Respectfully yours, Artuour R. RiIncwatt 

740.0011 Pacific War/3532 : Telegram 

The Ambassador in China (Gauss) to the Secretary of State 

Cuunexinea, November 9, 1943—10 p. m. 
[Received November 9—9 a. m.] 

9115. Our despatch 1731, October 25,° reported withdrawal Yu 

Hsueh-chung’s troops from Shantung to N. W. Anhui and their re- 

placement by two group armies under immediate command Tang 

En-po. Military Attaché believes withdrawals (Embassy’s 2044, Oc- 

tober 30) are result of defeat by Japs and of difficulty of supplying 

troops those areas and that replacements can have refused to proceed 

to Shantung. Chungking authorities are reportedly seriously con- 

cerned over spread of Communist control in North China (our 1722, 

* Not printed. |
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September 15). Communists at Chungking charge Central Govern- 
ment with encouraging defections of Chungking troops to Japs with 
view to solving supply problem and to ensuring presence of puppet 
troops friendly to Chungking who would provide opposition to Com- 
munists now and at time of Jap withdrawal from North China. This 
circumstance may also partially explain withdrawals and failure to 
send replacements. 

Military Attaché is of opinion that Central Government troops in 
Honan total probably less than half million. 

This is reply to Department’s 1578, November 4 [3], 10 p. m.® 

Gauss 

893.00/15173 : Telegram 

Lhe Ambassador in China (Gauss) to the Secretary of State™ 

CHUNGKING, November 11, 19483—10 a. m. 
[ Received 11: 57 a. m.] 

2132. 1. Rice at Lanchow in despatch October 30 after return 
from Ninghsia reports as follows: 

Ninghsia chairman states clash between Ninghsia and Communist 
forces occurred October 12 and expresses opinion Kmt-Communist 
differences cannot be settled by negotiation. Provincial officials fear 
Communist occupation parts Ninghsia and Kansu, state Ninghsia 
Mongols see Soviet planes flying to and from Yenan and express strong 
suspicion of Soviet Russia. Since conference military leaders at 
Chungking during the session in September, chairman has been busy 
with defense preparations and large garrisons are stationed in 
Ninghsia and Kansu to prevent extension Communist area. Exac- 
tions these troops burden local people and cause unrest favorable to 
extension Communist influence. 

2. Increase Chungking troops in northwest apparently reflects 
suspicion Soviets and at present appears intended to prevent extension 
Communist area as well as possible land communication between 
Chinese Communist[s] and Soviets rather than for attack on Com- 
munists. 

Gauss 

©” Not printed; it requested “interpretative comment” with respect to the con- 
tents of Ambassador Gauss’ telegram No. 2044, October 30, 2 p. m., p. 370. 
"The Department transmitted a paraphrase of this telegram to the Am- 

bassador in the Soviet Union ( Harriman) in airgram No. A-32, November 13, 
6 p. m., with the added comment that “several reports received during recent 
months and statements made by some high Chinese officials have suggested 
that there is not likely to occur in the near future an authorized armed conflict 
between government armed forces and the Communists.”
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893.00/15199 | 
The Ambassador in China (Gauss) to the Secretary of State 

No. 1827 Cuunexine, November 17, 1948. 
[Received December 10. ] 

Sm: Referring to the Embassy’s despatch no. 1675 of October 14, 
1943, in regard to Kuomintang-Communist relations, I have the honor 
to enclose a copy of an editorial from the Liberation Daily (Com- 
munist newspaper published at Yenan) of October 6, 1943, to- 
gether with a digest of the editorial,’ commenting on the 11th Plenary 

Session of the Central Executive Committee of the Kuomintang and 
the 2nd Session of the Third People’s Political Council, both of which 
were held in September 1943. The English translation of this editorial 
was received from Communist representatives at Chungking. 

Summary of Editorial: Realizing that the United Nations’ strategy 
prevents the realization of Kuomintang aims to have Soviet Russia 
weakened through a Japanese attack or through American and British 
transfer of their full strength to the Pacific, leaving Russia to fight 
alone, the Kuomintang has three possible courses of action: (1) to 
surrender to the Japanese; (2) to delay the fundamental solution of 
the Communist problem while preparing for civil war; and (38) to 
alter its political direction. The first course is advocated by defeatists 
who wish to surrender to Japan and initiate civil war; thinking the 
Kuomintang armies can easily defeat the Communists. The second 
course is that favored by those who camouflage their real intentions 
of destroying the Communists by emphasizing the C.E.C. and P.P.C. 
resolutions on constitutional government and the solution of the Com- 
munist problem by political means. The third course is favored by 
some Kuomintang members, by the Communist Party and by all the 
people, for it means a just solution of the Communist problem, the 
abolition of the fascist dictatorship and the establishment of a demo- 
cratic form of government. Demands are presented to “Mr. Chiang” 
for continued resistance to Japanese aggression, the cessation of the 
civil war crisis and the anti-Communist movement, the withdrawal of 
the Chungking troops now blockading the Communist areas, the aboli- 
tion of one party dictatorship and the secret service organs, the calling 
of the national congress prior to the end of the war and freedom of 
speech, assembly and organization. E'nd of Summary. 

This editorial is believed to represent the “official” views of the 
Chinese Communist Party and its tone is a continuation of the critical 
and unyielding attitude of most of the articles written by Communist 
Party members during recent months which have been received by the 
Embassy. One Chinese Communist stated recently that an agreement 
had been reached between the Communists and Dr. Wang Shih-chieh, 
acting for the Kuomintang, for a cessation of the bitter propaganda 
campaign which has been conducted by the two parties during the 

* Not printed.
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past few months (Embassy’s despatch no. 1651 of October 6, 1943). 
While there has not yet been any direct evidence of such an agreement, 
there has been a cessation of articles in the local Government-controlled 
press enumerating the “Communist crimes,” a large number of which 
appeared in September.” 

The statement in regard to the Communist problem made by the 
newly appointed Minister of Information, Liang Han-tsao, at his first 
press conference (Embassy’s telegram no. 1995, October 21) was not 
published in the vernacular press although it was carried by the Cen- 
tral News Agency English Service. When questioned at a later press 
conference as to the reason for the failure of the Chinese press to pub- 
lish the statement (all other statements made by the Minister at this 
press conference were published in the Chinese press), the Minister 
said that it was unnecessary to publish such a statement for Chinese 
consumption as informed Chinese are fully aware of the true situation 
in regard to the Communist problem. The Foreign Office spokesman 
at this conference added that it was necessary to let foreign countries 
know the real situation. Apparently the Kuomintang is endeavoring 
to play down the possibilities of civil war and the seriousness of the 
situation in order to reassure foreign observers, and a cessation of the 
propaganda campaign would be consistent with that policy. 

Respectfully yours, | C. E. Gauss 

761.93/1740.: Telegram 

The Ambassador in China (Gauss) to the Secretary of State 

CHUNGKING, November 18, 1943—2 p. m. 
_ [Received 3:15 p. m.] 

2189. Consul [at] Tihwa reported November 11 following informa- 
tion from Foreign Affairs delegate: 

1. Embassy’s 1935, October 13, agreement for transfer to the Chi- 
nese of Soviet installation Hami signed and implemented. Last de- 
tacument of Soviet troops withdrawn October 29 and has entered 

2. Soviet planes have been removed from Toutungho (Embassy’s 
1989, October 0 , but 100 odd Soviet troop[s] remain there and about 
same number [at] Tushan as property guard without Chinese 
objection. 

3. Chinese are negotiating for purchase of Tushan installation on 
basis of Soviet’s leaving pipes in ground and structures intact (altho 
most pipe stocks, machinery and other equipment already taken away, 

“ Augustus S. Chase of the Division of Far Eastern Affairs in a memorandum 
dated December 30 commented on the “evidence—encouraging if true—that the 
Kuomintang and Communists may have reached an agreement to cease their 
bitter propaganda campaign.” (893.00/15199) 

332545—57——25
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removal of pipes from ground not yet begun). Immediate cause of 

Soviet withdrawal from Tushan (Embassy’s 1852, October 4,°° second 

paragraph) was disagreement over question whether control should 

be shared 50-50 (Soviet view) or 51 Chinese, 49 Soviet (Chinese view). 

By previous arrangement chief engineer was Soviet and director Chi- 

nese. Clubb states enterprise was evidently on 50 control and profit 

taking basis and that remaining joint Sino-Soviet enterprise in Sin- 

kiang (Hami-[Alma?]Ata airline, believed operating on essentially 

the same basis as Tushan was) seems not yet to have been challenged. 
4. Inreply to foreign delegate’s démarche on November 10th looking 

toward restoration Sinkianp-Soviet trade relations, Soviet Consul 
General indicated no possibilities of such trade at present. Sinkiang 
obtaining 38,000 tires from Indian Government and proposes to supply 
India with some silk and 150 tons raisins, this constituting a renewal 
of trade relations broken off several years ago. 

| Gauss 

898.00/15197 

The Ambassador in China (Gauss) to the Secretary of State 

: | No. 1829 Cuunexine, November 18, 1943. 
| Received December 10. ] 

Sir: I have the honor to enclose a copy of airgram A-20, November 

9, 12 noon, from the Consul at Kweilin * in regard to the reported 
activities of Marshal Li Chi-shen, Chairman of the Kweilin Office of 

the National Military Council, in arranging for an understanding be- 

tween various military commanders in southeast China and with a 
similar group in the southwest. 

Summary. Mr. Ringwalt states that according to reliable informa- 
tion Marshal Li is unobtrusively working to arrange for an under- 
standing between various military commanders in south China for a 
plan of concerted action in the event of a collapse of Chungking au- 
thority either from internal or external causes. He is said to have 
reached an informal agreement with a group which includes General 
Yu Han-mou, General Chang Fa-kuei and General Hsueh Yueh, Com- 
manders of the 7th, 4th and 9th War Zones, respectively, and to be 
negotiating with a similar group in the southwest under the sponsor- 
ship of General Lung Yun, Chairman of the Yunnan Provincial Gov- 
ernment, who has brought into line a number of the Szechuan mili- 
tarists. Mr. Ringwalt adds that the negotiations are in no sense a 
separatist movement but are designed to ensure unity in south and 
west China and continued resistance to Japan if Chungking authority 
should collapse. The negotiations are proceeding, so far as 1s possible, 
without the Snowledge of the Central Government which would be ex- 
pected to oppose such action if it dared. End of Summary. 

~ Not printed. |
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It is believed that the above-described activities are of a pattern 
with the activities of puppet representatives, such as those described 
in the Embassy’s despatch No. 1682 of October 15.°%* The various fac- 
tions in China, including the puppets, are looking to their post-war 
position. While these negotiations reportedly being conducted by 
Marshal Li may not point to a separatist movement as long as the 
Chungking Government maintains its authority, the southeastern and 
southwestern military leaders are sufficiently astute to realize that 
there are still “unreconstructed” elements on the Chinese scene and that 
a Kuomintang attempt to force a military solution of the Communist 
problem after the war may bring about new alignments and pos- 
sibilities for which they must make advance preparation. It is diffi- 
cult to believe that the negotiations have as their aim the assurance 
of unity in the south and in the west merely in order to ensure con- 
tinued resistance to the Japanese, especially in view of the inclusion 
in the group of such figures as General Yu Han-mou, General Lung 
Yun and the Szechuan militarists, none of whom has made any 
notable contribution toward the defeat of Japan. General Yu’s | 
defense of Canton against Japanese attack was completely ineffectual — 
and General Lung and the Szechuan generals have given to the Cen- 
tral Government in the war against Japan only such assistance and 
cooperation as was absolutely necessary and unavoidable. 

Marshal Li has a record of opposition to the Kuomintang, having 
been relieved of his posts in 1928 and detained in Nanking during 
1928-29 because of his connection with the revolt of the Kwangsi fac- 
tion against the Nationalist Government. After being pardoned in 
1931, he was again relieved of his posts and expelled from the | 
Kuomintang following his implication in the Fukien independence 
movement in 1933-34. In 1938, however, after the outbreak of Sino- 
Japanese hostilities, he was made a member of the National Military 
Council and in 1941 was appointed head of the Generalissimo’s Head- 
quarters at Kweilin for the five provinces of Fukien, Kiangsi, Kwang- 
tung, Kwangsi and Hunan. Marshal Li is said by informed observers 
to have very little actual power in Kwangsi (which is believed to be 
largely under the control of General Li Tsung-jen) or in the other 
provinces under his headquarters but to have considerable prestige 
in China through his reputation for honesty and patriotism. Among 
the officers who served under Marshal Li when he was Chief of Staff of 
the First Kwangtung Army in 1921 are numbered such prominent 
figures as Generals Tsai Ting-kai, Chen Cheng, Yu Han-mou, Hsueh 
Yueh and Chang Fa-kuei. One of General Li Tsung-jen’s close as- 
sociates is reported to have said that if anything happened to the Gen- 
eralissimo his place would be taken by Marshal Li and General Chen 

“ Not printed. |
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Cheng, Commander-in-Chief of the Chinese Expeditionary Army—Li 
because of his standing and prestige and lack of undue ambition and 
Chen because of his position as the outstanding “coming” military 
figure in China. 

It is not believed that these reported negotiations have any serious 
implications at present but, if the report is accurate, they would in- 
dicate that doubt exists in some quarters in regard to the continued 
stability and authority of the Central Government in the long-range 
future. 

Respectfully yours, C. E. Gauss 

893.00/15208 

The Ambassador in China (Gauss) to the Secretary of State 

No. 1842 Cuuncxine, November 20, 1943. 
| [Received December 10. ] 

Sir: Referring to the Embassy’s despatch No. 1764 of November 
2, 1943, in regard to the military strength of the Chinese Communists, 
I have the honor to enclose a copy of a report dated November 16, 
1943,°° prepared by the Military Attaché in regard to the armed forces 
of the Chinese Communists. 

Summary: Recent transfers of Central Government troops to the 
Northwest (Embassy’s despatch No. 1807 of November 12%) appear 
to be directly associated with the problem of Kuomintang-Communist 
relations and can be interpreted as strong evidence that the Central 
Government does not intend to rely upon “political means” alone as a 

_ solution of this problem. — 
Information regarding the Chinese Communist forces is, therefore, 

of importance. These forces are divided into three categories: regu- 
lar military forces, guerrilla forces and local militia. Regular mili- 
tary forces consist of the 18th Group Army under General Chu Teh 
and the New Fourth Army under General Chen Yi, together with two 
independent groups, one in Kwangtung and the other on Hainan Is- 
land. Although the 18th Group Army is supposed to be composed 
of three divisions numbering about 30,000 men, it is reported actually 
to number 320,000. Its headquarters are at’ Yenan, the capital of the 
‘Shensi-Kansu—Ninghsia Border Region, the most important of the 
twelve “regions” north of the Lunghai Railway garrisoned by the 18th 
Group Army in north China. The New Fourth Army, which ceased 
officially to exist after its disbandment by the Central Government in 
1941, is said to have a strength of 120,000 men in seven divisions and 
to be better equipped than the 18th Group Army due to its greater 
activity against the Japanese and the puppets and the consequent cap- 
ture of matériel from those sources. The New Fourth Army has its 
headquarters at Yiencheng, Kiangsu, and operates in central and east- 

* Latter not printed. 
* Not printed.
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ern China south of the Lunghai Railway. The Chinese Communists 
claim to have a navy coraposed of hundreds of sampans and junks 
along the Kiangsu coast serving in transportation of supplies. Com- 
munists claim a total guerrilla force of 1,000,000 men but it is not 
believed that the figure exceeds 400,000. Local militia units, said by 
the Communists to number 1,000,000 men, are estimated at approxi- 
mately 600,000. 

As a composite military force the Chinese Communists are not ca- 
pable of much, if any, offensive action as their regular units, while 
well trained and well led, are very poorly armed. The principal arm 
is the rifle, supplemented by some few automatic rifles, some machine 
guns, not much artillery fand still less ammunition), no tanks, no 
planes and a small number of almost worn out trucks. Their strength 
lies in guerrilla activity. 

The present dispositions of the Communist forces, together with 
their considerable training and leadership, would enable them very 
easily to move into the north China areas if the Japanese should with- 
draw, and the movement of Central Government troops toward the 
Communist areas may be intended to prevent such action. In the 
event of actual hostilities the Communists could probably muster no 
more than 600,000 men, a force which would, however, require at least 
1,000,000 Central Government troops to oppose them. At present the 
numerical ratio between the Communists and the Central Government, 
taking all factors into consideration, can reasonably be placed at 1 to 
1, but with the continued receipt of further equipment from China’s 
allies the Central Government’s superiority will be vastly increased. 
At present the problem of Kuomintang-Communist relations is a very 
serious one which approaches a showdown as the war goes on and the 
reported Chungking troop concentrations in the Northwest make the 
situation ominous. End of Summary. 

Another factor in the Kuomintang-Communist situation which can- 
not be ignored in the event of a civil war is the possible support the 
Communists might receive from elements other than those in the pres- 
ent Communist-occupied areas. Potential strength lies in the condi- 
tions of the peasants, who comprise about 80 percent of the popula- 
tion. Opposition on the part of the peasants to conscription methods, 
enforced labor, military requisitions, heavy taxation in kind and of- 
ficial corruption is widespread and during the past year has taken the 
form of armed revolt in several provinces. Peasants are unorganized, 
lack leaders and are not politically conscious, but if the internal ad- 
ministration should become chaotic or if the Kuomintang should at- 
tack the Communists, the latter will not only be in a position to capi- 
talize on this agrarian discontent but will be certain to endeavor to 
spread themovement. Central Government measures for dealing with _ 
these local revolts have done little more than increase the hostility of 
the peasants toward the Central Government and have not achieved a 
fundamental solution of the problem by removing the causes of com- 
plaint. It may be said that the economic condition of the country and
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the widespread agrarian discontent create fertile ground for Commu- 
' nist propaganda and that strong opposition to civil war is believed to 

be entertained by almost all Chinese, excepting the more rabid Kuo- 
mintang members. These factors do not indicate that a Kuomintang 
attempt to solve the Communist problem by military force at present 
would be the easy task envisaged by some of the more rabid anti- 
Communist elements in the Kuomintang. It is, therefore, disquieting 
that the Kuomintang should on the one hand announce a “political 
solution” of the Communist problem (Embassy’s despatch No. 1675 of 

October 14) and form a committee for the establishment of constitu- 
tional goverment after the war (which, as reported in our despatch no. 
1747, October 28, is criticized by the minority parties as being, like the 
People’s Political Council, a Kuomintang dominated organ) and on 
the other hand continue the movement of additional troops to the Com- 
munist areas in the Northwest.” 

Respectfully yours, C. E. Gauss 

893.00/15207 

The Ambassador in China (Gauss) to the Secretary of State 

No. 1858 CuHUNGEKING, November 24, 1943. 
[Received December 16. | 

Sir: Referring to the Embassy’s despatch no. 18382 of November 
18, 1943,°* in regard to the recently launched Chinese national cultural 
movement, I have the honor to enclose a copy of a memorandum dated 
November 19, 1948,°* prepared by Dr. J. K. Fairbank, IDC ® repre- 
sentative at Chungking, entitled “The Intellectual Leadership of the 
Minister of Education”. 

Summary. The student movement and the intellectual enthusiasm 
which existed during the early days of the Sino-Japanese conflict 
have not only deteriorated but have been actively suppressed. This 
suppression has apparently arisen from the Kuomintang’s desire to 
ensure a continuation of its power; and intellectual stultification has 
been promoted largely by Chen Li-fu, the Minister of Education and 
a leader of the reactionary CC clique. Kuomintang leaders clearly 
hold pernicious and antiquated views 1n regard to the process of intel- 
lectual adjustment to the modern world which China must sooner or 
later make. Examples of these views are shown in writings of Chen 
Li-fu which call for the revival of Confucianism as the only means 

* Augustus S. Chase of the Division of Chinese Affairs stated in a memorandum 
dated February 21, 1944, that “The Military Attaché’s report, together with the 
comments in the Embassy’s covering despatch (no. 1842), probably provides the 
clearest picture of the Communists’ strength yet received in the Department.” 

* Not printed. 
* Interdepartmental Committee for the Acquisition of Foreign Publications.
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by which the Chinese race can be revived and state that world peace 
can be achieved only by the reformation of thought through ancient 

Chinese culture. Other instances of such views are contained in an 

editorial in the National Herald in which it is stated that the Chinese 
have developed a basic outlook on life which is a truer one than the 
seudo-scientific outlooks which have plagued the western world. Dr. 

Fairbank observes that these ideas and evaluations are both a source 

of and a vehicle for atavism, chauvinism and xenophobia and that it 

is in the American interest that the Department's cultural relations 
program lend all legitimate support to the truth as opposed to these 
ideas. End of summary. 

Respectfully yours, C. E. Gauss 

893.00/15208 

The Ambassador in China (Gauss) to the Secretary of State 

[Extract] 

No. 1862 CuuncxkineG, November 27, 1943. 
[Received December 16. ] 

Sir: I have the honor to refer to the Embassy’s despatch No. 1829 
of November 18, 1948, in regard to the activities of Marshal Li Ch’i- 
shen, Chairman of the Kweilin Office of the National Military Council, 
in endeavoring to arrange an understanding between various Chinese 
military commanders in southeast and southwest China. 

There is now enclosed a copy of despatch No, 145 of November 18, 
1943, prepared by Mr. Arthur R. Ringwalt, Consul at Kweilin 
temporarily detailed to Kunming, regarding criticism of the Central 
Government by Marshal Li during a mass meeting in celebration of 
the Soviet National Holiday at Kweilin. 

Summary. In the memorandum Mr. Ringwalt states that the mass 
meeting at Kweilin on the occasion of the Soviet National Holiday, 
attended by over 1,500 people, was quite spontaneous and without 
official support. Marshal Li addressing the meeting informally com- 
pared the progress made during the Soviet revolution and that during 
the Chinese revolution and ascribed China’s relative backwardness to 
corruption, incompetence and defeatism and, by implication, to its 
lack of leaders of ability, character and determination. It is pointed 
out in the despatch that the mass meeting is an indication of the extent 
of popular Chinese admiration of the Soviet Government and that 
the criticism offered by Marshal Li represents outspoken criticism of 
the administration by the ranking Central Government official in south 
China. This criticism was repeated to Mr. Ringwalt by Marshal Li. 
End of Summary. | 

Respectfully yours, C. E. Gauss 

*Not printed.
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893.00/15211 

The Ambassador in China (Gauss) to the Secretary of State 

[Extract] 

No. 1871 Cuunaxine, November 30, 1948. 

[Received December 28. | 

Sir: I have the honor to refer to the Embassy’s despatch No. 1747 
of October 28, 1943, in regard to the formation of the Committee for 
the Establishment of Constitutional Government under the Supreme 
National Defense Council and to report further developments in this 
matter. 

Summary. The Committee for the Establishment of Constitutional 
Government was formally inaugurated on November 12 under the 
chairmanship of President Chiang Kai-shek who, in an address to 
the Committee, described its functions as consisting chiefly of mak- 
ng recommendations, investigations and examinations aimed at en- 
ab ing the Government to carry out “constitutionalism.” The Stand- 
ing Committee at its first meeting adopted by-laws providing for 
creation of sub-committees for the study of the draft constitution, 
of matters relating to organs of public opinion and of the enforce- 
ment of all laws relating to constitutional government. Government 
spokesmen and the Party Ministry of Information continued to em- 
phasize the preparations being made by the Kuomintang for consti- 
tutional government after the war. Only a few minority party mem- 
bers attended the inaugural meeting of the Committee. It is gener- 
ally believed that minority party participation in the work of the 
Committee will not be active, the request of the minority parties for 
the appointment of certain of their leaders having been refused and 
the hopes for any real opposition to Kuomintang domination of the 
Committee having apparently been abandoned. Hind of Summary. 

Respectfully yours, C. E. Gauss 

898.00/15194 : Telegram 

The Ambassador in China (Gauss) to the Secretary of State 

CuuNGEKING, December 7, 1943—4 p. m. 
[Received 6: 20 p. m. ] 

2339. In telegram December 3 from Loyang, Drumright reports as 
follows: 

Rumors of further recent clashes between Chungking and Com- 
munist troops Northern Shensi denied by Vice Chief Staff [at] 
Loyang who states Communists have recently reinforced their troops 
in that sector. He categorically denies Chungking intends attacking
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Communists at present. While admitting Communists have formed 
in North China barrier against northward advance of Chungking 
troops, he states puppet troops in the North under Chi Hsieh-yuan 
(Peiping régime) and those in Kifeng region under Chang Lan-feng 
(Nanking régime) will be used by Chungking to oppose Communists. 
If Chungking-Communist clash should occur, he said, certain Com- 
munist Fouppet?| units would support Central Government. 

Gauss 

893.00/15214: Telegram 

The Ambassador in China (Gauss) to the Secretary of State 

[Extracts] 

CuunckKiNG, December 10, 1943—2 p. m. 
[Received 4:25 p. m.] 

2370. Since the return of T. V. Soong early in October there have 
been persistent reports from varied sources that serious difficulties 
have arisen between him and the Generalissimo and that there has 
been in progress a violent family row ... The general tenor of the | 
reports is that Soong incurred Chiang’s anger by making decisions in 

Washington without prior reference to the Generalissimo (the giving 
of China’s agreement to the Italian Armistice terms is reportedly one 
instance) ; that while at Delhi en route he repeated this error in agree- 
ing to some jurisdictional proposals of Mountbatten * which are said to 
be still at issue; that, during his first talk with the Generalissimo, 
Soong made the breach irreparable by losing his own temper in the 
face of Chiang’s violent dressing down; that some Chinese returning 
from the United States poisoned Chiang’s mind against Soong with 
stories of the latter’s alleged personal financial transactions .. . 

It has been obvious from Soong’s actions that there has been some- 
thing radically wrong. Upon his return to Chungking, he imme- 
diately went almost into retirement socially and officially, transacting 
only necessary business with foreign diplomatic representatives at his 
residence and repairing frequently to the hills. Unusual delays were 
(and still are) encountered in matters requiring his attention and 
matters which would ordinarily receive ready reply (such as question 
of adherence of Colombia to United Nations Declaration) have had to 
wait “decision by the Generalissimo”. It was reliably reported that 
Soong was rudely shut out of the room when Chiang conferred with 
Mountbatten and he did not accompany the Chiangs to Cairo. 

About a month ago it was widely reported that the difficulties had 
been smoothed out but recent stories from a number of sources indi- 

A * Admiral Lord Louis Mountbatten, Supreme Allied Commander, Southeast 
81a. .
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cate that the situation has not improved and Soong is obviously not 
his usual self. That the hostility between him and Kung has never 
been resolved is doubtless an additional disruptive factor in the 
situation. | 

| Gauss 

893.00/15205 : Telegram 

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

Moscow, December 11, 1943—1 p. m. 
| | Received December 12—7: 55 a. m.] 

2195. During the course of a conversation on December 10 with 
Liu, Counselor of the Chinese Embassy here, Liu told Hamilton * that 
there had been no recent developments in relations between the Chinese 
Government and the Chinese Communists. Liu stated definitely that 
there was no air communication between the Chinese Communists and 
the Soviet Union; that if Soviet planes flew into Yenan the Chinese 

_ Government would certainly know it; that several times a year Soviet 
planes in addition to planes operated to Hami on the regular route 
made flights into Chinese territory but in such cases by advance ar- 
rangement with the Chinese Government. Foregoing bears on 
statement in Chungking’s telegram of November 11, substance of 
which was communicated to Moscow in Department’s confidential 
airgram A-32, November 13.4 

Repeated to Chungking. | 
| Harriman 

761.98/1742 | | 
The Ambassador in China (Gauss) to the Secretary of State 

No. 1906 Cuunexine, December 14, 1943. 
| [Received December 31. ] 

Srr: I have the honor to enclose a copy of despatch No. 50, October 
23, 1948, from the Consul at Tihwa, with which is transmitted a 
translation of an article® entitled “A Survey of Future Sino-Soviet 
Relations” by Mr. Chaucer H. Wu, Special Delegate for Foreign 
Affairs at Tihwa, which appeared in the Sinkiang Jih Pao of October 
10, 1943. In this article Mr. Wu emphasizes China’s and Russia’s 
joint responsibility for the “surveillance” of Japan and maintenance 

®* Maxwell M. Hamilton, Counselor of Embassy in the Soviet Union. 
* See footnote 90, p. 377. 
° Neither printed.
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of peace in the Far East, the long common boundary between China 
and Russia, and the strong economic ties between the two countries. 
He closes with a plea for the “development of still more intimate 
friendship” between the two countries. | 

In his transmitting despatch Mr. Clubb states that it is to be ex- 
pected that the Chinese will attempt, especially if the Burma road 
is not soon reopened, to repair the damage previously done to Sino- 
Soviet relationships through Chinese ineptness with a view to (1) 
obtaining actual material aid and (2) stimulating other United 
Nations to increase their aid to China in the assumed fear that Soviet 
Russian influence might gain an ascendency in China. Mr. Clubb also 
states that Special Delegate Wu informed him (1) that he intends to 
endeavor to resuscitate the Tihwa Sino-Soviet Cultural Association 
and (2) that China was informed by Mr. Molotov about a year and a 
half ago that.as soon as the Japanese threat to Outer Mongolia ‘had 
passed and China had improved its policy of dealing with the Mongols, 
the Soviet Union would offer no objection to the reassertion of Chinese 
sovereignty over Outer Mongolia. : | | 

Although the Embassy considers Mr. Clubb’s views reasonable, there 
has as yet not been noted in Chungking any substantial evidence of 
an effort to improve Sino-Soviet relations. 
- Respectfully yours, . :  C. E. Gauss 

893.00/15223 | re 

The Ambassador in China (Gauss) to the Secretary of State 

No. 1937 CuuNGEKING, December 21, 1943. 
| | [Received January 7, 1944. ] 

Sir: I have the honor to refer to the Embassy’s despatch No. 1580, 
September 16, 1943,° in regard to Sino-Soviet relations in Sinkiang 
and to enclose copies of further despatches from the Consul at Tihwa 
on this subject as follows: Nos. 59, November 1, 1948; 78, December 9, 
1948; and 74 and 75, December 10, 1943.7 | | 

Summary. The Special Delegate for Foreign Affairs, Mr. Chaucer 
H. Wu, informed Mr. Clubb in October that reported Kazak up- 
risings in the Altai region (Embassy’s telegram 1982, October 20, 9 
a.m.) involved some 5,000 rebels, but on December 10 he stated that 
there were only some 400 originally involved of whom there then 
remained approximately 100 to be rounded up. On October 16 Mr. 
Wu stated that he had been having “much trouble” with incidents on 
the Soviet border involving Russian “ronin”. On December 10 Mr. 
Wu informed Mr. Clubb in confidence that the Soviets had concen- 
trated an important military force on the border near the pass leading 

* Not printed. 
*Dnclosures not printed.
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to Kashgar, but he admitted at the same time that the previously re- 
ported Kirghiz unrest in the Kashgar area had died down. Early in 
December relations between Mr. Wu’s office and the Soviet Consulate 
General were reported to be strained over negotiations in regard to 
the arrest by local authorities of certain persons which the Soviet 
authorities asserted to be Soviet citizens. On December 3 Provincial 
Chairman Sheng Shih-ts’ai informed Mr. Clubb that present plans 
do not call for establishment of heavy industry in Sinkiang because 
of the province’s proximity to the Soviet Union. Some Chinese in 
Sinkiang appear to believe that after the present war China will be 
forced to foht Soviet Russia in order to regain control of Outer 
Mongolia. E'nd of Summary. 

A reading of the enclosed despatches leaves the impression that 
there is rather widespread apprehension in Sinkiang over the future 
of Sino-Soviet relations, a feeling which has also been reported in the 
Lanchow area (Embassy’s despatch No. 1807, November 12, 1943)® 
and which was recently expressed in rather vague terms by General 
Yang Chieh, former Chinese Ambassador to Russia, in conversation 
with an officer of the Embassy. , 

Special Delegate Wu, while avoiding direct accusations, appears to 
have done his best to suggest to Mr. Clubb that the Soviets are engaged 
in various activities designed to keep their relations with Sinkiang 
strained and to throw that province into a new political turmoil. Mr. 
Clubb states that he views Mr. Wuw’s reports on this subject with 
extreme reserve. 

Respectfully yours, C. E. Gauss 

893.00/15228 | 

The Ambassador in China (Gauss) to the Secretary of State 

No. 1943 Cuunexine, December 22, 1943. 
[Received January 12, 1944.] 

Sir: Referring to the Embassy’s despatch no. 1862 of November 27 ; 
1943, in regard to the activities of Marshal Li Chi-shen, head of the 
Kweilin office of the Military Affairs Commission, I have the honor 
to enclose a copy of airgram no. A~-23, December 2, 6 p. m., from the 
Consulate at Kweilin * regarding the possible appointment of Marshal 
Li toa post at Chungking. 

Summary. Mr. Service states that it has been reliably reported at 
Kweilin that Marshal Li has been offered a post at Chungking by 
General Chiang Kai-shek but that it is believed that Marshal Li has 
no intention of accepting such an appointment. He will perhaps go 

* Not printed.
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into “retirement” in Kwangsi from which he can emerge in the event 
of a military crisis in south China. It is also reported that the Kweilin 
office of the Military Affairs Commission, of which Marshal Li is the 
head, will be reorganized or abolished in the near future. Related to 
the question of the status of this office are rumors that General Pai 
Chung-hsi, Deputy Chief of Staff, is soon to be appointed to an im- 
portant military post in south China. E’nd of Summary. 

While the Embassy has been unable to obtain at Chungking any con- 
firmation of the reported activities of Marshal Li looking toward an 
agreement between certain Chinese military commanders in south and 
southwest China (Embassy’s despatch no. 1829 of November 18), the | 
above-mentioned reports of offers by General Chiang to Marshal Li 
of a post at Chungking, of the abolishment of the Kweilin office headed 
by Marshal Li (confirmed by the Military Attaché) and of the ap- 
pointment of General Pai to a post in south China may bear some con- 
nection with those reported activities. Marshal Li is reliably reported 
to have refused on numerous occasions to carry out Chungking orders 
to arrest Chinese liberals at Kweilin suspected of being critical of the 
Kuomintang and his outspoken criticism of the Central Government 
during his recent address at Kweilin (Embassy’s despatch under refer- 
ence) cannot have passed unnoticed by the Chungking leaders. 

Respectfully yours, C. E. Gauss 

740.0011 Pacific War/3678 

The Ambassador in China (Gauss) to the Secretary of State 

No. 1957 Cuunexina, December 24, 1943. 
[Received January 21, 1944. | 

Sir: Referring to the Department’s telegram no. 1584, November 
4, 7 p.m.°® requesting the Embassy to obtain more complete informa- 
tion in regard to the “labor camp” at Sian and also information regard- 
ing similar organizations elsewhere in China, I have the honor to en- 
close:?° (a@) copy of despatch no. 144 of November 17, 1943, from the 
Consulate General at Kunming; (6) copy of despatch no. 21 of No- 
vember 19 from the Secretary on detail at Lanchow; and (c) copy of 
a memorandum, prepared by the Embassy, based on despatch no. 92 
of December 19 from the Consulate at Kweilin, in regard to this sub- 
ject. 

Summary. Mr. Ludden reports that preliminary inquiries fail to 
reveal the existence of youth labor camps in Yunnan. Informed 
sources, however, mention such camps in Enshih, Hupeh, under the di- 
rection of the Kuomintang and in or near Taiho, Kiangsi. 

*°Not printed. 
* Enclosures not printed. |
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Mr. Rice states that the inmates of the labor camp at Sian have at 
times numbered 2,000 but that at present the total is between 700 and 
800, most of whom are young and about five per cent of whom are 
girls. The inmates are said to include Y. M. C. A. secretaries and other 
Chinese who are not actually radicals but are suspected of being 
liberals. He states that there has been comparatively little student 
radicalism in Chinghai, Ninghsia and Kansu Provinces and that in 
Ninghsia occasional radical students are reportedly imprisoned or shot. 

Mr. Service reports that according to reliable information “thought 
correction” camps exist in at least nine provinces in Kuomintan 
China. The camps are operated by agents trained by the Central 
Kuomintang Headquarters and are nominally under the direction of 
Provincial Tangpu (Party) organizations. Prisoners are questioned 
by intelligent and well-trained interrogators and while torture is prac- 
tised it is probable that prisoners are held primarily in order to prevent 
their communicating their suspected communist convictions to others. 
Food is said to be poor, reading material is limited to Kuomintang 
publications and visitors are seldom admitted. Those fortunate 
enough to be released are threatened with death should they divulge 
information regarding these camps. Interrogation of one reliable in- 
formant, recently an inmate of one such camp, included exhaustive in- 
quiries regarding his relations with Americans and other foreigners. 
End of Summary. 

The Embassy has been reliably informed of the existence of two such 
camps in the vicinity of Chungking (one near Chingmukuan, 70 li 
from the city and perhaps the camp mentioned in the enclosed memo- 
randum as being at Hsinkaishih under the direction of the notorious 
General Tai Li, and the other in the hills across the Yangtze River 
from Chungking under the direction of the Chungking Garrison 
Headquarters). The inmates of both of these camps are said to be 
held in caves which abound in this region and those who may. be re- 
leased after one or two years of detention are reportedly usually broken 
both in body and in mind. One reliable Chinese informant states 
that a Chinese woman teacher in a middle school at Tzeliutsing, 

Szechuan, who was arrested by the Party secret police and brought to 
the headquarters of the Central Training Corps at Chungking for 
questioning, became completely insane after two days of grilling. 
This allegedly innocent victim was then returned to her home at 
Tzeliutsing without any explanation being given to her family of 
the circumstances surrounding her arrest or consequent insanity. 

The power and influence of the secret police under General Tai Li 
and of the Kuomintang secret police are such that youth of known 
radical inclinations are perhaps more apt to be imprisoned or shot 
outright than to be sent to a camp for “reformation.” Apparently 
those sent to the camps are for the most part persons who are merely 
suspected of “incorrect thinking” and who may thus be “cured” thereof 
as well as serve as an example to others who might be inclined to such
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beliefs. These camps are evidently a refinement of the Kuomintang, 

as the Consul at Tihwa states that so far as he is aware such camps 

do not exist in Sinkiang and that imprisonment is the punishment 

widely given to those guilty of unorthodox thinking in that province. 

Additional indications of the Kuomintang inspiration behind these 

camps is seen in the reported lack of such camps in those provinces 
where Kuomintang power is least, such as Yunnan, Sikang, Chinghai, 
Ninghsia, Suiyuan and Kansu. | 

~ As Mr. Service’s despatch on this subject named in several places 
the source of his information, the Embassy has prepared the enclosed 
memorandum based on his despatch and omitting any reference which 
might indicate the identity of the informant. Mr. Service and the 
Consulate General at Kunming are being instructed to destroy their 

copies of Kweilin’s despatch, as is being done by the Embassy. The 
Embassy believes that Mr. Service should be commended for his initi- 
ative in obtaining such detailed information in regard to the existence 
of labor camps in China and for the preparation of the despatch re- 

porting that information, which is of considerable interest as depicting 

a phase of the scene in China about which little has heretofore been . 

known. 
Respectfully yours, C. E. Gauss 

761,98/1744 | | | 

‘The Ambassador in China (Gauss) to the Secretary of State 

No. 1962 Cuunexine, December 27, 1943. 
7 | | [Received January 12, 1944. ] 

Sir: I have the honor to refer to the Embassy’s despatch No. 1929, 
December 20, 1948," entitled “Political Developments in Sinkiang, 
1942-43” and to enclose a copy of despatch No. 71, December 3, 1943, 
from the Consul at Tihwa in regard to Sino-Soviet relations in 

Sinkiang. 
This despatch, which includes an adequate summary of its contents, 

contains background information on political developments in Sin- 
kiang during the period prior to that covered in Mr. Clubb’s despatch 
No. 60, November 1, 1948 ** (our despatch under reference). The Em- 
bassy has found the enclosed despatch to be of considerable interest 
and value, and believes that Mr. Clubb deserves commendation for it, 
more especially as it reflects the extensive knowledge of the political 
background in Sinkiang which he acquired during the eight months 
of his station there. 

Respectfully yours, C, E. Gavss 

4“ Not printed. |
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{Enclosure—Extract] 

The Consul at Tihwa (Clubb) to the Ambassador in China (Gauss) 

No. 71 Trawa, December 3, 1943. 

Sir: I have the honor to refer to my despatch No. 60 of November 1, 
1943 *? reviewing political developments in Sinkiang during the 
period 1942-3, and to enclose in English translation a copy of an 
article? on “The Victory of the Last Six Years’ Policy of the Sin- 
kiang Government of Friendship Toward the Soviet Union” as writ- 
ten by Major-General Li Ying-ch’i, head of the Sinkiang Police 
Bureau, and published in the magazine Fan Ti Chan Hsien (Anti- 
Imperialist Front) of November 7, 1939; and to review briefly those 
aspects of recent Sinkiang history bearing upon the particular matter 
of the province’s relationships to the U.S.S.R. 

Summary: Police Chief Li Ying-ch’i and Defense Commissioner 
Sheng Shih-ts’ai are in agreement in their pre-Kuomintang-era asser- 
tions that the U.S.S.R. had no aggressive designs regarding Sinkiang 
but contrariwise had extended spiritual and material aid to the prov- 
ince. It appears to be a fact that Sinkiang derived benefit from trade 
with the U.S.S.R., and from the despatch of Soviet technicians and 
advisers, the extension of credits, and the occasional granting of mili- 
tary assistance, at a time when all were needed. General Sheng, by 
the evidence, established himself in power in Sinkiang largely inde- 
pendent from the Kuomintang power at Nanking. In 1934, 1986 and 
1937 Soviet Russian military forces in the guise of émigré Russians 
assisted General Sheng in the suppression of revolts against his rule; 
and in the year 1937, after both the suppression of that year’s Uighur 
rebellion and the outbreak of the Sino-Japanese War, Soviet troops 
went into garrison at Hami, still in the same guise. The Chinese side 
has stated that the function of the garrison was really to prevent Mos- 
lem General Ma Pu-fang’s from linking up with Sinkiang Moslem 
forces, the Soviet side has stated that its function was with relation 
to Sino-Japanese hostilities (implication: a Soviet move of self- 
defense): each side may have had its individual aim, with accord 
reached on the basis of some tacit understanding reached as early as 
1934—-with the National Government in the then circumstances per- 
haps even acquiescing in the arrangement. Soviet Russian “inten- 
tions” vis-4-vis Sinkiang during the period of General Sheng:s rule, 
viewed against the background of world events and Soviet policies of 
the time, appear to have been in fact non-aggressive as stated by the 
quoted Chinese leaders. E'nd of Summary. 

Respectfully yours, OQ. Epmunp CLUBB 

® Not printed.



POLITICAL CONDITIONS 395 

893,181/49 

The Ambassador in China (Gauss) to the Secretary of State 

No. 1966 CuuncKING, December 27, 1943. 

[Received January 12, 1944. ] 

Srr: I have the honor to enclose a copy of a memorandum dated 

December 21, 1943,!* prepared by Second Secretary Clubb, recently 

on detail as Consul at Tihwa, in regard to prison conditions in 

Sinkiang. 

Summary: As the Sinkiang authorities maintain strict secrecy in 

regard to prison conditions in that province little detailed information 

on the subject is available. It is known, however, that of the 200 to : 

300 émigré Russian army officers in Sinkiang in 1934 all but a handful 

are now in prison. Large-scale arrests of émigré Russians took place 

in 1934 and in 1938 and one well informed Russian émigré believes that 

easily one-half of the adult male émigré population of Sinkiang is 

now in prison (perhaps as many as 8,500 persons out of the total émigré 

population of approximately 14,000). . One informed Chinese esti- 

mated that 20,000 persons were arrested in the 1937-88 period alone. 

In addition to émigré Russians, many Chinese (even youths of high- 

school age), members of the Turki, Kazak and other Sinkiang 

racial groups, members of scientific expeditions, and even British an 

other European missionaries have served terms in Sinkiang prisons. 
Prison conditions are described as “medieval” and torture, solitary 

confinement in rooms without light, et cetera, are common practices. 

Persons are sentenced to prison by “special courts” sitting in camera 

and once confined are rarely released. The most important prison 

center in Sinkiang is Tihwa, where there are said to be between 10 

and 15 prisons. Hind of Summary. 

Respectfully yours, C. E. Gauss 

893.5018/46: Airgram 

The Ambassador in China (Gauss) to the Secretary of State 

CHUNGKING, December 29, 1943—3 p. m. 
[Received January 11, 1944—4 p. m. ] 

A-110. Embassy’s telegram no. 2039, October 29,2 p.m. Follow- 

ing is substance of telegram dated December 24 from Drumright at 

Loyang: | 

% Not printed. Mr. Clubb’s final paragraph was as follows: “It is suggested 

that, in the interests of a common humanity, the Department of State might wish 

| to bring to the attention of the Chinese Ambassador at Washington the circum- 

stance that it has received reports of this general nature and that in the opinion 

of the Department, in the light of China’s purported adherence to the democratic 

principles for which the United Nations are now fighting, it would inevitably 

react to China’s disadvantage should the present reprehensible state of affairs 

be permitted to continue.” 
™ Not printed. 

332545—57——26
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Famine conditions in Honan remain approximately as described in 
my telegram of October 27. There is widespread privation but little 
actual starvation at present. The most difficult period, however, will 
be from March until the wheat is harvested in late May. The majority 
of the refugees come from the flooded region in vicinity of Chengchow 
and from the area north of the Yellow River where the shortage of 
food is acute and prices are higher. The authorities are apparently 
doing little relief work at present; foreign relief organizations are 
doing excellent work but their efforts are limited by scarcity of funds. 
After trip through Honan it seems clear that the burden of taxation, 
various official exactions and transportation difficulties have figured 
largely in the impoverishment of the people of this province. 

| Gauss 

893.00/15238 | 

Lhe Ambassador in China (Gauss) to the Secretary of State 

No. 1979 Cuunexine, December 31, 1943. 
[Received January 21, 1944.] 

Sir: Referring to the Embassy’s despatch no. 1827 of November 17 ; 
1943, in regard to Kuomintang-Communist relations, I have the honor 
to enclose a copy of despatch no. 23 of November 23, 1943, from the 
Secretary on detail at Lanchow * in regard to this subject. 

Summary. Mr. Rice states that according to foreign residents of 
northeast Kansu and Ninghsia additional clashes have occured re- 
cently between Central Government and Communist forces, the latter 
being charged with attempts to expand the territory under their con- 
trol. A local source with Communist contacts and sympathies believes 
that the Ninghsia forces are attempting to establish direct contact with 
the troops under General Teng Pao-shan at Yulin, north Shensi, which 
are at present dependent upon the Communist area for supplies. Most 
of the troops in west Kansu are now concentrated near the eastern end 
of the Kansu corridor and fortifications are reportedly being con- 
structed in that area to guard against a possible Communist attempt to 
enter the corridor. Exactions of Chungking troops on the people are 
blamed by their commanders on the Communists and the people are 
allegedly told that such conditions will continue until the Communists 
are eliminated. Z'nd of Summary. 

There has apparently been no marked change in the situation affect- 
ing Kuomintang-Communist relations. In line with the statement by 
Communist representatives at Chungking that the propaganda cam- 
paign of the two parties had by common agreement been abandoned 
(Embassy’s despatch under reference), the Embassy has not during 
the past month received any of the publicity material formerly issued 
by the local Communists. The sole reference to the Communist ques- 

* Enclosure not printed.
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tion by the Chungking authorities was that made by the Kuomintang 
Minister of Information on December 15 at a press conference when 
he stated that he had nothing to add to his previous statement on the 
Communist problem (Embassy’s telegram no, 1995, October 21). The 
Minister described as an “enthusiastic welcome” the reception given 
to General Teng Pao-shan at Yenan when he passed through the Com- 
munist capital recently en route from Chungking to Yulin. He fur- 
ther stated that General Teng “conveyed to the Communist Party and 
its leaders the benevolent intentions of the National Government” as 
contained in President Chiang Kai-shek’s statement on the Communist 
problem at the time of the C.E.C. session in September (Embassy’s 
despatch no. 1675, October 14) and cautioned them against being over- 
sensitive. As has been the case with other statements on the Com- 
munist question issued by the Kuomintang Ministry of Information 
(Embassy’s despatch under reference), this account of General Teng’s 
journey through Yenan was published only in the English language 
press at Chungking and did not appear in the Chinese newspapers. 

Such items are apparently intended for foreign rather than for 
Chinese consumption and are believed to be part of a quiet campaign 
on the part of the Kuomintang to build up a picture of Kuomintang 
conciliation and forbearance in regard to the Communist problem. 

One of the Communist representatives recently implied that the 
Communist Party had now reached the point where it would make 
no further effort at present to cooperate with the Kuomintang, con- 
vinced as it was that the latter party had no intention of making any 
real effort to solve the questions between them peacefully and feeling 
that it was now strong enough to stand its ground against possible 
present Chungking attacks. The close surveillance of the Chinese 
Communists at Chungking by the secret police continues and this at- 
tention to Communist activities apparently includes a careful watch 
over various other Chinese suspected either of having Communist 
sympathies or of being critical of the Kuomintang. 

| Respectfully yours, C. E. Gauss 

k The Second Secretary of E'mbassy in China (Davies) to Mr. Harry 
| Hopkins, Special Assistant to President Roosevelt*® ~~ 

[New Detui,] December 31, 1948. -——~ 

Dear Mr. Horxins: Following up the conversations which General 
Stilwell and I had with you and the President at Cairo, I enclose a 
mémorandum which I hope will be of interest. 

7° Copy obtained from the Franklin D. Roosevelt Library, Hyde Park, N.Y.
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From time to time I expect to prepare other brief memoranda on 

various problems confronting us in East Asia and shall send you 

copies. 
Should you wish to discuss Far Eastern Questions with experts in 

Washington, I have two names to suggest: John Carter Vincent and 
Laurence Salisbury. Vincent’s name, I recall, you knew. He is now 
with FEA. Salisbury is a Japanese language officer, as Bohlen 1s 
Russian and I Chinese. He has served in both Japan and China, 
investigated on special orders from the State Department the Japanese 
occupation of Manchuria and until a month or two before Pearl Har- 
bor served as political adviser to Sayre in Manila. He has since been 
Assistant Chief of the Far Eastern Division, handling Japanese and 
Korean matters. 

Sincerely yours, JOHN Davies, JR. 

[Enclosure] 

Memorandum by the Second Secretary of Embassy in China (Davies) 

[Extracts] 

Curana Kar SHEK AND CHINA 

Japan’s attack caught China in mid-passage between semi-feudalism 
and modern statehood. External pressure in the form of Japanese 
agression imposed a temporary unity on the various elements strug- 

} gling to determine whether China was to develop along democratic 
| _or authoritarian lines. Public pressure compelled Chiang, who was 

the strongest of these elements, to become the symbol of a unified 
national will. The internal conflict was suspended. 
“This situation continued so long as the Japanese attempted to 
bring China to its knees by military means. But after the fall of 
Hankow in 1938 the war entered a period of military stagnation 
which has continued until now. Japan adopted instead a shrewd 

| Policy of political and economic offensives designed ‘to bring about 
| Chinese disintegration and collapse. Confronted with this new 

- Japanese tactic, which promised him some respite at the expense of 
pther Chinese elements, Chiang chose to abandon Chinese unity and 

\ffretrogressed to his pre-war position as a Chinese militarist seeking to 
‘7 dominate rather than unify and lead. 

Because his Kuomintang Goyernment-has no popular base, because 
the centrifugal forces in China are growing under prolonged economic
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. strain and because the Soviet Union may join the war against Japan 
and enter Manchuria and North China, the Generalissimo faces next : 
year the gravest crisis of his career. | 
What form and course the crisis will take is impossible to predict. 

Certain contributory factors, however, are clear. One is the increas- 
ingly independent attitude of the Chinese Communists, who now say 
that they no longer fear Chungking. “If Chiang wants to commit 
suicide on us, that suits us.” Another is the accelerating economic | 
disintegration. A third is the growing restiveness of certain provin- : 
cial and military. factions. Any one or a combination of these may be 
sufficient to accomplish Chiang’s downfall. 

By reversing his policy of sixteen years’ standing, reforming the 
Kuomintang’ and taking the lead in a genuine united front, Chiang 
could surely survive the crisis. But the Generalissimo is not only per- 
sonally incapable of this, he is a hostage of the corrupt forces he | 
manipulates. : oe | 

In this uncertain situation we should avoid committing ourselves 
unalterably to Chiang./ We should be ready during or after the war 
to adjust ourselves to possible realignments in China., We should 
wish, for example, to avoid finding ourselves at the close of the war 
backing a coalition of Chiang’s Kuomintang and the degenerate pup- 
pets against a democratic coalition commanding Russian sympathy. 

The adoption of a more realistic policy toward Chiang Kai-shek 
does not mean abandonment of our objectives (1) to capitalize during | 
the war on China’s position on the Japanese flank, and (2) to build y 
up after the war a strong and independent China. On the contrary, it 
will mean that we shall be more likely to achieve these objectives. A 
realistic policy toward Chiang would be based on (1) recognition by 
us that the Generalissimo is highly susceptible to firm coordinated 
American pressure, (2) stern bargaining (in consultation with | 
American representatives in China) and (3) readiness to support a \ 
strong new coalition offering cooperation mutually more beneficial to 
China and the United States. — | , 

New Detut, December 31, 1948.





FINANCIAL RELATIONS BETWEEN THE UNITED STATES 

AND CHINA 

[. USE OF STABILIZATION FUND, EXCHANGE RATES, IMPLEMENTA- 
TION OF U. S. CREDIT TO CHINA, INFLATION PROBLEM IN CHINA, 

MONOPOLIES, ETC. * | 

893.515/1545c : Telegram 

. The Secretary of State to the Ambassador in China (Gauss) 

| WASHINGTON, January 6, 1948—1 p. m. 

93. Your 1476, December 11.2 For Adler* from Secretary of the 

Treasury.t Reference your TF-74° and TF-75 continuing TF-74, 

December 11, 1942. . | 

1. In connection with question of purchase of U. S. dollar-backed 

certificates by persons normally resident in United States now in 

China and importing them or checks or drafts issued in lieu of or in 

exchange for such certificates, and in connection with question of 

purchase of such savings certificates by foreign business houses with 

fapi acquired in normal course of business, Treasury’s views are as 

follows: 

(a) Treasury is reluctant to place restrictions on the import into 
the United States of such certificates or checks or drafts or to consider 
requesting American citizens in China not to purchase such certificates 
or checks or drafts, until China has taken steps to restrict their pur- 
chase by foreigners and foreign business organizations and their 
export to the United States. 

(6) Treasury will consider aiding China to enforce restrictions on 
sale or export of such certificates by foreigners or foreign business 
concerns, but Treasury feels that it cannot take such measures inde- 
pendently of, or as a substitute for, measures by China. 

9. Treasury feels that steps should be taken to prevent sale of U.S. 
dollar-backed certificates or bonds from being used as a means of 
facilitating flight of foreign capital from Free China. Treasury | 
does not feel that there is any basic difference between transient 

- Continued from Foreign Relations, 1942, China, pp. 419-565. 
—® Tbid., p. 558. : 

* Solomon Adler, Treasury Department Economic Adviser to the United States 
member of the Chinese Stabilization Board, September 1941-February 1943; 
United States member of the Chinese Stabilization Board, February 1943 to 
March 1944, | 

*Henry Morgenthau, Jr. : : 
®* Telegram No. 1475, December 11, 1942, not printed ; but see Foreign Relations, 

1942, China, p, 558, footnote 4. | . ae 

oe BOL
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Americans or other transient foreigners in China or American or other 
foreign business houses. It would be embarrassing to Treasury to 
explain to American public the use of American granted funds to 
facilitate the flight of foreign capital from China. To permit for- 
eigners and foreign business concerns in China to purchase directly 
or indirectly U. S. dollar-backed certificates or bonds would seem not 
to be within the spirit of the $500 million financial aid which was 
given to aid China * and the Chinese people and not given to provide 
foreigners or foreign business concerns in China with opportunity to 
convert their assets into U. S. dollars. 

3. It is feeling here that in case of Chinese purchasers, China con- 
| tinues to have ultimate jurisdiction and control over U. S. dollar 

proceeds, but that this would not be true in the cases of purchases by 
foreigners or foreign business houses. Treasury can understand 
China’s reluctance to prevent export of bonds, etc., held by Chinese. 
Treasury freezing controls, however, can be employed so as to freeze 
all such bonds, etc., in hands of Chinese sending same to the U. S. 
so that China may continue to control these assets. This action would 
not require export restrictions by China. Does China want Treasury 
to take such action? 

4. The Treasury is considering the other various questions raised 
by you in your cable and will send a reply on such questions as soon 
as possible. [Morgenthau.] 

Hou 

893.51/7656 : Telegram 

The Secretary of State to the Ambassador in China (Gauss) 

WasHIneTon, January 20, 1943. 
| 106. For Adler from the Secretary of the Treasury. Reference 

your TF-75 continuing TF-74,’ paragraph 2, December 11, 1942. 
(1) (a) With reference to your inquiry (A) as to the status of 

Savings certificates issued by Chinese banks mentioned, such certifi- 
cates constitute “securities” within General Ruling No. 5. On impor- 
tation into United States, these certificates would be taken up and 
delivered to a Federal Reserve Bank for handling in accordance with 
the provisions of General Rulings Nos. 5 and 6. The person import- 
ing such security or the addressee to whom it is sent may then apply 
for license for the release thereof. The action taken upon any ap- 
plication for the release of any such certificate would, of course, depend 
on the facts and circumstances of each case. 

° For correspondence on this subject, see Foreign Relations, 1942, China, pp. 419 ff; for text of agreement signed March 21, 1942, see Department of State Bulletin, March 28, 1942, p. 268, or United States Relations With China, p. 510. : "Telegram No. 1475, December 11, 1942, not printed.
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(6) With reference to your inquiry (B), postdated checks and 

drafts issued in exchange for or in lieu of savings certificates by the 

banks referred to would not be considered “securities” or “currency” 

within General Ruling No. 5. Accordingly, such postdated checks or 

drafts would not presently be taken up upon their importation into 

the United States. The Treasury would be willing to consider sub- 

jecting such postdated checks or drafts to controls similar to those 

exercised under General Ruling No. 5 with respect to imported se- 

curities, if the Chinese Government should so request. 

(2) Under General Licenses Nos. 60 and 61, as they now stand, 

certificates, postdated checks, or drafts issued by the Central Bank 

of China, the Bank of China, the Bank of Communications, and the 

Farmers’ Bank of China which are transmitted to the United States 

and, in the case of certificates, released under General Ruling No. 5, 

may be paid from the accounts of such banks in the United States. In 

the case of the Bank of China, the Bank of Communications, and the 

Farmers’ Bank of China, payment of such certificates, checks, or 

drafts may be made only out of the accounts of the offices within 

China of these banks. 

(3) With reference to question (C) as to the status of the 

Central Trust and Postal Savings Bank, these institutions come 

under General License No. 60 to the extent that they act as agents 

for the Central Bank of China and the Government of China. 

(4) Upon maturity of the checks, drafts, or certificates (if the last 

have been released from the provisions of General Ruling No. 5), the 

proceeds will be handled in accordance with the terms of Executive 

Order No. 8389, as amended; that is, if the proceeds are payable to a 

blocked national, they may be paid into a blocked account. If not 

payable to a blocked national, these restrictions would not be appli- 

cable and payment in the ordinary course could be effected. If any 

certificate matures while held in a General Ruling No. 6 account, the 

proceeds thereof would be credited to such an account in the same 

bank. Any other disposition of the proceeds of any certificate held 

in a General Ruling No. 6 account may be effected only under license. 

[ Morgenthau. | 
Huu 

893.51/7668a : Telegram | 

The Secretary of State to the Ambassador in China (Gauss) 

WASHINGTON, January 22, 1943—2 p. m. 

112. For Adler from the Secretary of the Treasury. 

1. In connection with current discussions in Treasury regarding 

Chinese exchange rate and payment of American soldiers in China,
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the Treasury would appreciate your personal and confidential views 
on the following questions: 

(a) What is the present attitude of the Chinese Government 
towards the continued black market sales of U. S. currency notes by 
members of the United States Air Force in China? 

_ (0) Does the Chinese Ministry of Finance still prefer to permit the 
continuation of these black market sales rather than to discuss the 
possibilities of a reduction of the exchange rate or the instituting of 
special rates for payment of United States soldiers in China? 

(c) Do you see serious objections to Treasury’s not doing anything 
about the present situation until such time as the Chinese Government 
chooses to raise the matter with the United States Government? 

2. Please consider the above matter as strictly confidential. 
{ Morgenthau. | 

Hob 

893.51/7668 : Telegram 

The Ambassador in China (Gauss) to the Secretary of State 

CuuncxinG, January 26, 1943—9 a. m. 
[Received 2: 25 p. m.] 

137. From Adler for Secretary of Treasury. TF-85. Re your 106, 
January 20. 

1. In a conversation with Dr. Kung ® yesterday, I informed him of 
the status of savings certificates, post dated checks and drafts under 
existing regulations. He was most upset by the fact that the United 
States dollar proceeds of certificates et cetera would have to be paid 
into a blocked account on maturity if they are payable to blocked 
nationals. He indicated that most of the purchasers of certificates 
et cetera are blocked nationals who made their purchases on the under- 
standing that the United States dollar proceeds would be free and 
that, if Chinese investors realized these proceeds would be blocked, 
sales of certificates, which had picked up encouragingly with the 
announcement that drafts or post dated checks could be obtained in 
lieu of or in exchange for certificates, would very sharply fall off. <A 
situation would then arise in which one of the purposes for which the 
American loan to China was made and the certificates were issued— 
namely, as an anti-inflationary measure to facilitate absorption of 
fapi—would be defeated. He felt therefore that in this connection 
the Treasury could best implement its desire to help China by a modi- 
fication of FFC® regulations which would leave the United States 
dollar proceeds of certificates et cetera free on maturity. 

* Chinese Minister of Finance. 
° Foreign Funds Control.
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9. I pointed out that 

(a) Most of the purchasers of certificates et cetera would have no 

need for United States dollars in the near future. 

(b) It was the purpose of Foreign Funds Control to prevent Axis 

nationals or agents from utilizing such United States dollar assets as 

are or may come in their possession, and unless there was some check 

on the bona fide character of purchases of certificates et cetera I was 

sure the Treasury would be reluctant to consider any modification of 

existing regulations. - 

With respect to (a), Dr. Kung agreed; such was the psychology of 

Chinese investors, however, that they would shun certificates the 

United States dollar proceeds of which were blocked on maturity 

for fear that Chinese authorities might later play some trick on them, 

and it would then be impossible [for] Chinese Government to derive 

any immediate benefit from the American loan. The 1942 budget, he 

added, had been planned on assumption that the whole of the issue 

of certificates would be taken up by the public; since beginning of 

year, between United States dollars 6 and 7 million had been bought 

and prospects for selling the issue out were most favorable. But with 

discovery that United States dollar proceeds would be blocked in- 

vestors would cease to buy the certificates. 

With respect to (b), he was of course fully aware of the necessity 

for safeguards but felt that fact the government banks selling the 

certificates, et cetera, kept records of the identity of purchasers con- 

stituted a check; a reporting requirement in the United States for 

transactions with United States dollar proceeds could constitute an 

additional check. | 

3. It is most unfortunate that Chinese Government raised the ques- 

tion of the status of certificates, et cetera, only when it was about to 

adopt the plan of issuing drafts or post-dated checks in lieu of or in 

exchange for certificates. However, speedy settlement of question is 

now desirable. I am afraid that Dr. Kung’s point with respect to the 

psychology of Chinese investing public is only too well taken and 

that unless there is some modification of existing FFC regulations in 

relation to status of certificates, et cetera, their sales will be drastically 

curtailed and confidence in Chinese finances seriously undermined. 

[ Adler. | 
Gauss 

893.51/7669 : Telegram 

The Ambassador in China (Gauss) to the Secretary of State 

CHuNGEING, January 29, 1943—10 a. m. 

| [Received 10:48 a. m.] 

156. TF-86 to Secretary of Treasury from Adler. Re your 112 

of January 22.
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1. In recent conversations Dr. Kung has repeated his opinion that 
a reduction in official exchange rate and institution of special exchange 
rates for USAF are both undesirable, though my impression is that 
his attitude to a reduction in exchange rate is less adamant than for- 
merly. He told mea day or two ago that he was sympathetically con- 
sidering a plan for reverse Lend-Lease * for USAF which would take 
care of its expenses in China. (Another feature of the scheme he is 
considering, I believe, is the granting in a disguised form of special 
rates to American soldiers for their personal expenses.) The General- 
issimo has already approved the plan provided it does not involve 
expenditures of over CN $10,000,000 per month. But before submit- 
ting the plan to the Treasury formally Dr. Kung wished to learn 
your attitude to reverse Lend-Lease by China. 

2. With respect to black market, he informed me at the same time 
that he was preparing to submit a proposal to Executive Yuan 
whereby trading in the black market would be made illegal and all 
dealings in foreign currencies would be restricted to Central Bank 
or its designated agents (i. e., the Bank of China). In this connection 
he asked me for copies of our regulations concerning the import and 
export of currency. 

8. I see no objection to Treasury’s not doing anything about 
black market until Chinese Government chooses to raise the matter 
with the United States Government. [Adler.] 

Gauss 

893.5151/909 : Telegram 

Lhe Ambassador in China (Gauss) to the Secretary of State 

CHUNGKING, January 29, 1948—11 a. m. 
[Received January 80—7: 30 a. m.] 

157. TF-87 to Secretary of the Treasury from Adler. Re your 
1284 of December 30.4 | 

(a) There is no specific information to indicate that Axis nationals 
or agents are benefiting from absence of restrictions on export of for- 
eign currency from China. 

(6) Axis agents might take advantage of existence of black market 
to obtain foreign currencies therefrom and send it to India, but repre- 
sentative of Indian exchange control now visiting Chungking tells 
me that Indian authorities have no evidence that such has been done. 

| (c) “Undesirable purposes” referred to include, firstly and chiefly, 
purchase of goods in India for hoarding against rising prices in India 
and, secondly, the possibility of financing Axis activities in India. 

* For further correspondence on reverse Lend-Lease, see pp. 515 ff. 
“ Foreign Relations, 1942, China, p. 564.
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(d) According to Ministry of Finance, Japanese have not hitherto 

been able to dispose of foreign currency looted in Shanghai for pur- 

chase of goods in and their export from Free China. Bank of China 

[at] Chungking informs me that, according to its reports from Shang- 

hai, Japs are still eager to buy United States currency there and sug- 

gests that they may use it for purchases of goods from neutral 

countries. 
(ce) According to Ministry of Finance, there are no intelligence 

reports to show that Japanese have obtained or are obtaining foreign 

currency from Free China. 

(f) There are no restrictions on imports of foreign currency into 

Free China save for the regulations fixing January 31 and October 10, 

1942 as the final dates on which Hong Kong dollars and Burma rupees 

could be converted into fapé by refugees at the official rate at stipu- 

lated rates. In my opinion regulations on the lines suggested by Dr. 

Kung as reported in 2 of TF-86™ are needed in order to control 

movements of foreign currency. [Adler.] 
GavUss 

893.515/1545d: Telegram 

The Secretary of State to the Ambassador in China (Gauss) 

Wasuineron, January 30, 1943—7 p. m. 

151. For Adler from the Secretary of the Treasury. 

1. Mr. Hsi** called on Treasury on January 20, 1948, to transmit 

message received by him from Dr. Kung requesting Treasury to allow 

China to draw from the unearmarked portion of the US $500 million 

credit US $20 million to meet payments for banknotes ordered from 

United States and to purchase banknote paper, ink and other relative 

materials. 
2. Mr. Hsi has been informed that the Treasury is prepared, if so 

requested by the Ministry of Finance, to make available US $20 mil- 

lion from China’s credit on the books of the Treasury to meet pay- 

ments referred to above, but that the Treasury does not understand 

why Dr. Kung is requesting an additional US $20 million when the 

Government of China still has very substantial idle funds in addi- | 

tion to the unearmarked portion of the US $500 million credit. The 

Treasury would have to borrow the requested $20 million, paying 

interest thereon, and, therefore, from a fiscal point of view, the Treas- 

-_ ury would prefer to have the Chinese use their idle funds before draw- 

ing further on their credit with the Treasury. If, in the future, the 

2 Telegram No. 156, supra. 2 | | 
2 Hsi Te-mou, Chinese representative visiting the United States.
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Chinese needed more funds, they could call on the Treasury for such, 
as long as the $500 million credit had not been exhausted. 

3. Mr. Hsi was requested to explain the Treasury’s position to Dr. 
Kung in sufficient detail so there would be no chance for misunder- 
standing. [Morgenthau.] 

Hou 

893.51/7671 : Telegram 

Lhe Ambassador in China (Gauss) to the Secretary of State 

CHUNGKING, February 3, 1948—9 a. m. 
[Received 1: 33 p. m.] 

184. To Secretary of the Treasury from Adler. TF-89. In ac- 
cordance with article 1 (¢) of the Sino-American agreement of April 
1, 1941, Board asks me to consult you on the desirability of investing 
the United States $2,000,000 in its account with the Federal Reserve 
Bank in direct obligations of the Government of the United States. 
The Board is receiving sufficient United States dollars from remit- 
tances to meet its out-payments for the next few months with respect 
to both direct applications for foreign exchange and to its obligations 
to the Central Bank under the November 1 agreement without having 
to draw on the United States $2,000,000 in the Federal Reserve Bank. 
[ Adler. | 

Gauss 

893.51/76714 

Memorandum by the Assistant Chief of the Financial Division 
(Luthringer) to the Acting Chief of the Foreign Funds Control 
Division (Meltzer) 

[ Wasuineton,] February 6, 1943. 
Mr. Mentzer: Attached is a copy of a Chinese memorandum ™ 

which I mentioned to you the other day. The memorandum appears 
without title or initials because last February when people were 
scratching their heads trying to dope out the most effective way of 
aiding Chinese internal finances from the outside someone had the 
idea of submission of anonymous suggestions. 

The idea of using dollars to secure savings eertificates and bonds 
originated, as I recall, with the Chinese. Unfortunately when it 
came to implementing the idea the Chinese characteristically barged 

“Document prepared in the Department of State dated February 12, 1942, Foreign Relations, 1942, China, p. 461. oo, .
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ahead without asking our Treasury or anyone else for advice or sug- 

gestions. Later information has shown that one reason why the bonds 

particularly, and to some extent savings certificates, have not sold 

well is because the Chinese suspect that their own Government will 

in some way bilk them of the dollar collateral. 

You will note that to the extent that the attached memoranda cir- 

culated in the Department at least no one should have had any 

illusions as to the kind of handsome gift which operations of this 

character would provide for wealthy Chinese speculators. I think 

the same was appreciated by the Treasury, but the Treasury at that 

time was jittery about China continuing in the war and was willing 

to give the Chinese almost anything they asked for. 

Please note on page 2 of the memorandum of December 31, 1941” 

the citation of Mr. Arthur Young’s * opinion that the Chinese public 

might be hesitant about buying foreign currency obligations because 

of our freezing regulations. This would indicate that the Chinese 

Government should always have appreciated that the dollars back of 

the savings certificates would be blocked unless we made an exception 

to our freezing regulations. For your information Mr. Young is an 

Adviser of the Chinese Government. 

If the Chinese Government is insistent that the certificates be paid 

off in free dollars it seems to me that they have a very strong talking 

point in that the Treasury has always played up the fact that China 

was frozen in the first instance at China’s request and in order to assist 

China to meet its financial problems. In other words, had not China 

itself requested it I suppose that there is a very good chance that now 

unoccupied China might be unblocked or enjoying a general license 

as liberal as that of the Russians. In the light of these considerations 

I think the original Treasury telegram might well have infuriated 

the Chinese. | 

893.51/7671 : Telegram 

The Secretary of State to the Ambassador in China (Gauss) 

Wasutneton, February 8, 1948—8 p. m. 

901. For Adler from the Secretary of the Treasury. Your cable 

dated February 3, 1943, No. TF-89. | 

1. The Treasury sees no objection to the Board’s investing the US 

$9 million in its account with the Federal Reserve Bank in direct 

obligations of the Government of the United States. 

1 Annex to the document prepared in the Department of State, February 12, 

1942, Foreign Relations, 1942, China, p. 461. | 

® American adviser to the Chinese Ministry of Finance.
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2. It is assumed that if the Board desires to make such in- 
vestment it will consult with the Federal Reserve Bank of New 
York as to the type of security or securities in which it desires to in- 
vest. [Morgenthau. ] 

| How 

893.515/1545d Suppl. : Telegram 

The Secretary of State to the Ambassador in China (Gauss) 

| Wasuineron, February 13, 1943—1 p. m. 

222. Department’s 151, January 30, 1948. For Adler from Secretary 
of Treasury. 

1. Dr. Kung has indicated through Mr. Hsi reluctance to use part 
of the $200 million set aside in special accounts with the Federal Re- 
serve to meet payments for banknotes, etc. because $200 million set 
aside by governmental decree and this action made public. Never- 
theless, Dr. Kung expressed willingness to use uninvested part of $200 
million as Treasury suggested. 

2. Treasury has asked Mr. Hsi to inform Dr. Kung that, in light of 
further considerations put forth by Dr. Kung, Treasury, as requested, 
is willing to transfer $20 million more out of the unearmarked portion 
of the $500 million. [Morgenthau. ] 

Hun 

893.51/7668 : Telegram 

The Secretary of State to the Ambassador in China (Gauss) 

Wasuineton, February 13, 1943—9 p. m. 

223. Your 187, January 26,9a.m. For Adler from Secretary of 
Treasury.* Please transmit the following message to Dr. Kung: 

Treasury has given careful consideration to his proposal but regrets 
that it is not in a position to recommend the modification of its con- 
trols so as to leave the U. S. dollar proceeds of such certificates, etc., 
when paid to the account of a blocked Chinese national, free when 
maturity is reached. 

Freezing controls are a fundamental instrument of this Nation’s 
war effort and security measures. Treasury trusts that he would 
appreciate that the present proposal would impair the entire control. 
It would, for example, involve considerable danger that free dollars 
might be placed at the disposal of enemy agents and other undesir- 

* This telegram was drafted by the Treasury Department in consultation with 
officers of the Department of State.
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ables, with practical injuries to our common war effort, which both the 

United States and China wish to avoid. Neither the listing of the 

original purchasers nor the reporting requirement here would con- 

stitute adequate safeguards against these dangers. Moreover, the 

present proposal would raise many other complex problems regarding | 

U. S. control over funds of all blocked countries. 

Since our Foreign Funds Control laws were in existence at the time 

| when the certificates, etc., were sold it is to be expected that the pur- 

chasers of such certificates, etc. appreciated that there was no commit- 

ment on the part of the United States to exempt from its Foreign 7 

Funds Control laws the U. S. dollar proceeds which the purchasers | 

would receive at the time of maturity. It is to be assumed that the 

purchasers of such certificates, etc. understood that an undertaking to 

this effect could only be given by the United States. Since the Gov- 

ernment of China is fully prepared to make payment on these certifi- 

cates, etc. as contracted, there would seem to be no question of the 

Government of China’s failing to meet its obligations. _ 

The individuals holding the blocked U. S. dollar proceeds of such 

certificates, etc. would, of course, be entitled to all benefits of our exist- 

ing general licenses, and, where general licenses are not applicable, 

specific licenses for the release of such blocked funds could be applied 

for through the ordinary channels. The Treasury would, of course, 

give the most favorable consideration to requests for specific licenses 

for legitimate transactions and, moreover, in accordance with the 

Treasury’s past practice, the Treasury would be glad to consult with | 

the Stabilization Board prior to the releasing of any of these blocked 

assets if the Stabilization Board so desired. China may, of course, 

assure purchasers of these obligations that they may count on the 

traditional fairness of this Government in dealing with any such 

assets. [Morgenthau. ] 

| Hou 

893.51/7676 : Telegram 

The Ambassador in China (Gauss) to the Secretary of State 

CHUNGKING, February 19, 1943—4 p. m. 
[Received February 19—12: 44 p. m.] 

- 960. TF-95 to Secretary Treasury from Adler. Re your 223 of 

February 14 [13]. Dr. Kung on hearing your message said that he 

appreciated the need for the maintenance of control measures and 

that he in no way wished to embarrass the Treasury in its enforcement 

of the necessary controls. He also appreciated Treasury’s willingness 

to accord the maximum consideration in regard to requests for funds 

332545—57——27
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for permissible transactions through specific licenses. His objectives 
in floating the savings certificate issue had been twofold: To sop up 
fapi and to make United States dollars available to Chinese merchants 
so that when it became possible for them to place orders for much | 
needed machinery and raw materials in America, they would be in a 
position to do so, to the mutual advantage of both countries. I 
pointed out that in any case such orders could not be placed for some 
time to come and that therefore the present status of the United States 
dollar proceeds of the certificates would interfere with the attainment 
of his second objective. He replied that while he was fully aware 
of this he doubted whether the merchants would be; he repeated that 
the possibilities of making additional sales of certificates on a signifi- 
cant scale were remote, as Chinese had purchased them in the belief — 
that the United States dollar proceeds would be free. Dr. Kung 
agrees that the Stabilization Board should be consulted by the Treas- 
ury re the release of the blocked United States dollar proceeds of the 
certificates and is anxious for an arrangement to be set up whereby 

| the Board would make recommendations to the Treasury on applica- 
tions from holders of certificates for release of their blocked funds 
when their certificates mature. [Adler.] 

Gauss 

893.51/7676 : Telegram 

Lhe Acting Secretary of State to the Ambassador in China (Gauss) 

Wasuineton, March 5, 1948—4 p. m. 

300. Your TF—95, February 19.° To Adler from the Secretary of 
the Treasury. 

Part I; Please transmit the following message to Dr. Kung: 
| With reference to the question of the status of the proceeds of the 

U. S. dollar-backed certificates, etc., Treasury wishes to express its 
appreciation of Dr. Kung’s cooperative attitude in not wishing to 
embarrass the Treasury in the enforcement of its Foreign Funds 

| Control measures. The Treasury is consulting with the Stabilization 
Board regarding some procedure with respect to applications which 
may be received by the Treasury from holders of certificates, ete. for 
the release of the blocked proceeds of such certificates, etc. at maturity. 

Part II: Please discuss the following matter with the Stabilization 
Board: : 

1. The Treasury suggests the Board may wish to request that the 
following procedure be followed with regard to applications received 

* Telegram No. 260, supra. |
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by the Treasury for the release of the blocked proceeds of the U. S. 

dollar-backed certificates, etc. at maturity when paid to the account 

of a blocked Chinese national : 
(z) In cases wherein the application could be acted on under exist- 

ing general licenses such as General Licenses Nos. 2, 5, 11, 58, 60, 75, 

or other applicable general licenses, the procedures already provided 

for in such licenses would be followed. 

(b) In cases which are not provided for by existing general licenses 

and for which specific Treasury licenses will be necessary: 

(1) If the individual application involves a substantial sum, the 

Treasury is prepared to refer such application to the Stabilization 

Board for the Board’s prior approval. 
(2) If the amount involved is nominal, the Treasury, for admin- 

istrative reasons would prefer to pass on such cases without reference 

to the Board but would act in accordance with the general attitude of 

the Board as indicated by the Board’s reaction to cases referred to it. | 

Furthermore, the Treasury, if so desired by the Board, would submit 

periodic reports to the Board summarizing such transactions. 

2. If the cases involving substantial sums became very numerous 

and the reference of each individual case to the Stabilization Board 

became administratively not feasible, the Treasury would then raise 

with the Stabilization Board the question of working out a procedure 

suitable to existing conditions. 

3. The Treasury would be pleased to receive the reaction of the 

Board to this suggested procedure. 
4, For your own information please keep in mind in your discus- 

sions with the Board that the reference of cases to the Board will 

entail considerable delay and administrative routine. While the 

Treasury is willing to refer such cases to the Board it is felt that such 

reference of cases should be kept toa minimum. [Morgenthau.] 
WELLES 

898.5151/915 | 

Memorandum of Conversation, by Mr. Alger Hiss, Assistant to the 

| Adviser on Political Relations (Hornbeck) 

[Wasuineton,| March 11, 1943. 

Participants: Mr. J. B. Brigden, Financial Counselor of the Aus- 
tralian Legation ; 

Mr. Hornbeck; 

Mr. Hiss. 

Mr. Brigden called on Mr. Hornbeck and said that his Legation 

had received a somewhat garbled or ambiguous message from London 

which indicated that the United States was discussing with the Chi-
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nese the problem of exchange rates and of relief for American officials 
in China.?° Mr. Brigden said that as we were all aware the present 
exchange situation worked severe hardship on foreign official repre- 
sentatives in China. | 

Mr. Brigden was told that Mr. Playfair of the British Treasury 
had been in some weeks ago as a result of a telegram which had been 

received from the British Military Attaché in Chungking and that it 
seemed likely that the Australian Legation’s information stemmed 
from this same source. Mr. Brigden was further told that we had for 
some time been giving consideration to the problem of our official 
representatives in China in connection with exchange matters but 

| that, unless General Stilwell”! has discussed the matter informally 
with the Chinese, we do not believe there has been any direct discus- 
sion between American and Chinese officials on this matter. We 

understand that the Chinese desire that there be no change in the 
exchange rate and that they further are opposed to the granting of 
special exchange rates. It was suggested to Mr. Brigden that he | 
might wish to talk to the British Embassy or to Mr. Playfair about 
the matter or that he might wish to take up with the War Department 
the question of what arrangements General Stilwell had made on an 
ad hoc basis. Mr. Brigden said he was interested only in the Aus- 
tralian Legation’s staff in Chungking, not in problems of the British 
or American military forces in China. Mr. Brigden was told that if 
things developed in such a way that there appeared to be likelihood _ 
that we could work out some satisfactory arrangement with the Chi- 
nese authorities we should be glad to notify the Australian Legation. 

| Mr. Brigden expressed his appreciation for this offer. 

893.51/7683 : Telegram 

The Chargé in China (Vincent) to the Secretary of State 

CuuncEING, March 19, 19438—1 p. m. 
[Received 1: 34 p. m. ] 

403. In March last year the British Ambassador ” notified the 
Embassy that he was sending a memorandum to the Foreign Office 
suggesting that the Chinese Government take measures to prevent 
the Japanese and other enemy nationals from realizing upon such 

Chinese Government bearer bonds as might come into their possession 

* For further correspondence on the problem of exchange rates in relation to 
reverse Lend-Lease negotiations, see pp. 515 ff. 

* Gen. Joseph W. Stilwell, Commanding General, United States Army Forces in 
China, Burma, and India. 

* Sir Horace James Seymour.
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and suggested that the Embassy might wish to take similar action. 

The Ambassador replied that he did not feel that it would be appro- 

priate to make an official approach in this matter but he did write to 

Dr. Arthur Young, adviser to the Chinese Minister of Finance, on 

the subject. In April the Ministry of Foreign Affairs gave the British 

Embassy a reply describing the measures it was taking, measures 

which were somewhat indefinite and not considered by the British 

Embassy as satisfactorily meeting the situation. Pertinent corre- 

spondence being forwarded by pouch. 

Dr. Young has now informed me in conversation that the subject 

has been receiving consideration and recently the conclusion had been 

reached to effect registration of Chinese Government foreign cur- 

rency bonds held abroad, and, in view of actual or potential enemy 

seizure of such bonds held in places now occupied by the enemy in 

Europe as well as the Far East, to effect registration while com- 

munications and movement of securities from country to country are 

under strict control. Dr. Young stated that the Chinese Ambassadors 

in Washington and London* have been given instructions on the 

subject (it is understood that Wellington Koo now en route to London : 

via America is carrying those instructions with him) but before 

taking action they are to discuss the subject with both governmental 

and private authorities of United States and Great Britain. 

| VINCENT 

893.51/7655 : Telegram 
| 

The Secretary of State to the Chargé in China (Vincent) 

. Wasuincron, March 20, 19438—11 p. m. 

380. For Adler from the Secretary of the Treasury. Your 1440, | 

December 7, TF-72 and Department’s 1114, November 20, 1942.5 

| Please discuss the following with Dr. Kung: 

1. In accordance with the expressed desire of Dr. Kung that the 

effecting of remittances from the United States to occupied China 

should be allowed by the United States Government as long as such 

remittances are made through unoccupied China, the Treasury De- 

partment and Censorship officials in the United States have permitted 

| all remittances to occupied and unoccupied China made in accordance 

with the provisions of General License No. 75. It is not clear, how- 

ever, from your cable of December 7, TF-72, whether the Chinese 

Government desires the continuation of remittances through unoccu- 

pied China to fully occupied places such as Shanghai and Canton. 

* Wei Tao-ming and V. K. Wellington Koo, respectively. 
* Foreign Relations, 1942, China, pp. 553 and 549, respectively.
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The Treasury would be pleased to have Dr. Kung’s views on remit- 
tances to such places. | 

2. Treasury and Censorship officials are also concerned about in- 
structions originating in the United States which are being sent by 
letter or cable to persons in unoccupied China directing them to for- 
ward funds to persons in occupied China, including Shanghai and 
Hong Kong and Kwangchowan. The Treasury and Censorship offi- 
cials are concerned because there is no indication that such instruc- 
tions are passed on or are even coming to the attention of the 
Government of China. Therefore, these instructions originating in 
the United States may be resulting in remittances to occupied China 
which are not being controlled either by the United States or Chinese 
Government. It is felt that such instructions should not hereafter 
be permitted unless adequate controls are in effect. 

3. The Treasury would be pleased to have Dr. Kung’s reaction to 
this problem, including (a) whether the Chinese Government de- 
sires that the United States allow instructions to be sent by cable 
or by letter to unoccupied China which result in the transfer of funds 
to persons in occupied China, and (0) if the Chinese Government 
desires that the United States permit such instructions to go to un- 
occupied China, could such instructions be channeled through some 
agency of the Chinese Government, thereby assuring the U. S. Treas- 
ury that the Chinese Government was reviewing all instructions 
originating in the United States which had the effect of transferring 

| funds from unoccupied to occupied Chima, including Shanghai, and 
Hong Kong and Kwangchowan. 

| 4. The Treasury would be pleased if the Chinese Government con- 
sidered this matter as urgent. [Morgenthau.] 

| Huu 

893.51/7686 : Telegram 

The Chargé in China (Vincent) to the Secretary of State 

Cuunexina, March 28, 1943—9 a. m. 
[Received 11:20 p. m.] 

464. Secretary of the Treasury from Adler. TF-102. Reference 
your 380, March 20. 

1, Dr. Kung informs me that he would prefer to have remittances 
from the United States even to fully occupied China maintained as 
long as they are effected in accord with general license 75 and via 
Chungking, so that they are subject to Government control. He indi- 
cated that many families in occupied areas, particularly certain areas 
in Kwangtung, are dependent for their livelihood on support from
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relatives abroad and that to cut off such support would rouse dis- 

content among overseas Chinese whose political influence is out of 

proportion to their numbers. 
9. Dr. Kung has no objection to instructions being transmitted 

from the United States to unoccupied China which result in the 

transfer of funds to occupied China. At the same time he welcomes 

your suggestion that such instructions be channeled through an agency 

of the Central Government. He stated that he will immediately take 

up the question of setting up such an agency with the Central Bank. 

I understood that the Central Bank intends to designate the Bank of 

China, Chungking, as its agent for this purpose and shall notify you 

as soon as arrangement is arranged. [Adler.] 
VINCENT 

898.51/7685 : Telegram 

The Chargé in China (Vincent) to the Secretary of State 

CuuncKine, March 28, 1948—10 p. m. 

| [Received March 28—11: 24 a. m. | 

465. To the Treasury from Adler. TF-103. Reference your 300, 

March 5. 
1. Board has given careful consideration to your scheme and a 

scheme submitted by Dr. Kung at about the same time. Main differ- 

ence between Kung and Treasury scheme is that in former (subject 

to your approval) applications for unfreezing United States dollar 

proceeds of savings certificates would be forwarded to Treasury 

through Board. Board decided that Treasury scheme the more 

feasible in practice. Board has informed Dr. Kung of its decision 

and is awaiting his reply before asking me to inform you accordingly. 

9. I understand that Dr. Kung has also expressed a preference for 

Treasury scheme but Board has not yet heard officially from him. 

[ Adler. ] | 

| VINCENT 

893.5151/921 : Telegram 

The Chargé in China (Vincent) to the Secretary of State 

Cuunexnine, May 11, 1948—11 a. m. 
[Received 11:28 a. m.] 

682. Secretary of Treasury from Adler. TI-118. | 

1. Learn from reliable source that Japs moved the CN dollars 311 

million of Chinese currency held for Board by appointed and ap- 

proved banks in Shanghai to vaults of Yokohama Specie Bank in
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Shanghai and that they have since used this currency for transactions 
in occupied China. 

2. It is unofficially reported that Dr. Kung, who is at present in 
Chengtu, informed representatives of foreign missionary and philan- 
thropic organizations in Chengtu that he was willing to give them 
the official rate plus 50% for their foreign exchange remittances. 
[ Adler. ] 

VINCENT 

893.51/7655 : Telegram 

The Secretary of State to the Chargé in China (Atcheson) 

| WasHineTon, May 24, 1943—7 p. m. 

658. For Adler from the Secretary of the Treasury. Depart- 
ment’s 380, March 20, and your cable of March 28, TF-102. 

1. The Treasury proposes for the consideration of Dr. Kung and 
the Stabilization Board the following program for effecting remit- 
tances from the United States to occupied China. 

(a2) The Bank of China, New York Agency, or any bank in the 
United States, including Hawaii, designated by it, would be permitted 
to effect remittances including telegraphic and air mail transfers to 
persons in occupied China through the Bank of China, Chungking. 

(5) Such remittances would be effected in accordance with proce- 
dure outlined in General License No. 75. The Chinese Government 
would assume the responsibility for reviewing in Chungking each 
such remittance to determine the desirability of providing funds to 
such beneficiaries, and would ensure that the effectuation of such 
remittances would not result in a benefit to the enemy. 

(c) Censorship officials in the United States would be informed by 
the Treasury that no instructions (other than those sent by the Bank 
of China, New York Agency, or other bank designated by it, to the 
Bank of China, Chungking) should be permitted to go forward from 
the United States to China which directed persons in unoccupied 
China to send funds to persons in occupied China. Instead, Censor- 
ship officials in appropriate instances would inform the senders of such 
instructions that they should contact the Bank of China, New York 
Agency, or other satisfactory bank designated by the Bank of China, 
with regard to such transactions. The Bank of China, New York 
Agency, or banks designated by it, on being contacted by these indi- 
viduals, could effect the remittances in the manner outlined in (a) and 
%) above, thereby subjecting such remittances to the controls of the 
hinese Government. | 
(d) We are considering the desirability of permitting remittances 

_ as specified in (a) and (6) above to be effected also by Hongkong and 
Shanghai Banking Corporation, New York. We would appreciate 
your comments on extending such facilities to this bank. 

2. The U. 8. Treasury would be glad to receive the comments of 
Dr. Kung and the Stabilization Board on the above proposals.
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3. The Treasury has been contacted by the Bank of China, New 

York Agency, regarding remittances to occupied areas in Kwangtung. | 

The Bank of China suggested that Treasury’s General Ruling No. 11 

be amended to permit remittances to occupied areas in Kwangtung. 

The Bank of China has been informed that revision of General Ruling 

11 will not be considered by the Treasury at this time and that any 

arrangements made will be in the nature of an informal and con- 

fidential understanding. [Morgenthau.] 
Huu 

898.5151/928a : Telegram 

The Secretary of State to the Chargé in China (Atcheson) 

Wasuineron, May 31, 1943—6 p. m. 

697. For Adler from the Secretary of the Treasury. Your cables 

of May 22, TF-122 and of May 12, TH-120.” Please discuss the fol- _ 

lowing with Dr. Kung and the Stabilization Board: 

1. The Treasury has been informed that the proposal of the Min- 

istry of Finance to extend favorable treatment to consulates and em- 

bassies in connection with the conversion of foreign exchange into 

___- fapi for their expenditures provides that the foreign exchange which 

is received from such foreign consular and diplomatic bodies will not 

be credited to the account of the Stabilization Board of China, but 

instead will be put in a separate account with the Central Bank. The 

Treasury does not understand why special treatment is being accorded 

to these foreign exchange receipts and is disturbed that the Stabiliza- 

tion Board is not the ultimate recipient of such foreign exchange 

receipts. | 

9. In connection with the proposals being considered by the Min- 

istry of Finance whereby foreign missionary, philanthropic and edu- 

cational organizations would have their contributions for famine relief 

matched by the Government of China and would be granted the official 

rate plus 50%, the Treasury feels that any arrangement worked out 

should continue to keep the Stabilization Board as the recipient of 

foreign exchange receipts from remittances to foreign missionary, 

philanthropic and educational organizations. The Treasury cannot 

see any reason why present arrangements between the Central Bank 

and the Stabilization Board regarding disposition of foreign exchange 

should be changed. 

3. Please advise Treasury as to Dr. Kung’s and Stabilization 

Board’s views on the above matters. [Morgenthau.] 
HL. 

* Telegrams No. 755, 10 a. m., and No. 692, 10 a. m., pp. 544 and 535, respectively.
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893.51/7604 : Telegram 

The Chargé in China (Atcheson) to the Secretary of State 

CHUNGEING, June 3, 1943—3 p. m. 
[Received June 4—10:25 a. m.] 

842. TF-127. ToSecretary of Treasury from Adler. Re your 658, 
May 24. 

1. Have submitted your proposals to Board and Dr. Kung and 
will report their views on each at earliest opportunity. 

2. Re your 1 (d), I support extension of permission to make 
remittances to Hong Kong and Shanghai Bank on following grounds: 
(a) when and where possible it is desirable to help to mitigate or 
counteract existing unhealthy trend towards monopolization of busi- 
ness in hands of government or semi-government institutions. This 
is desirable from point of view of Chinese as well as foreign business 
interests; (6) granting permission to Hong Kong and Shanghai 
Bank will serve as precedent for subsequent inclusion of American 
banks which may decide to open branches in free China. [Adler.] 

ATCHESON 

893.5151/929 : Telegram 

The Chargé in China (Atcheson) to the Secretary of State 

Cuunexina, June 10, 1943—noon. 
[ Received 8:13 p. m.] 

— 892. TF-129. Sec[retary of the] Treas[ury] from Adler, re your 
697, May 31. 

1. In course of conversation reported in TF-128,” Dr. Kung indi- 
cated that clause 2 of Ministry of Finance’s measure, reported section 
imy TF-120, May 12,”* did not mean that the Board [would] not be 
the ultimate recipient of the foreign exchange from diplomatic and 
consular bodies. Nor did the other arrangements preclude the Board 

: from being the ultimate recipient of foreign exchange from missionary 
organizations, etc. He could not make the Board the immediate re- 
cipient of such foreign exchange as the Board could not buy foreign 
exchange at 30 or 40 when its official rate is 20. It should be noted, 
however, that Dr. Kung did not commit himself on whether the 
Board would be the ultimate recipient of foreign exchange converted 
into fapé at 30 or 40. 

2. The Board has not yet discussed questions raised in your 697. 
In fact the chairman is avoiding calling a meeting until whole situa- 

* Telegram No. 879, June 9, 1 p. m., p. 457. 
* Telegram No. 692, 10 a. m., p. 535.
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tion with respect to the Board’s status is crystallized. In the mean- 

time the Central Bank is going ahead on the assumption that the Board 

will automatically consent to the Ministry of Finance’s proposal with 

respect to missionaries, etc. 
3. Board has been officially notified by Ministry of Finance of a 

proposed arrangement whereby foreign military officers and J ournal- 

ists will receive official rate plus 50% from Central Bank with which 

foreign exchange accruing from these sources will be kept in a separate 

account. [Adler.] 
ATCHESON 

898.5018/48 

The Chargé in China (Atcheson) to the Secretary of State 

No. 1820 CHUNGEKING, July 3, 1943. 
[Received August 4.] 

Sm: With reference to the Embassy’s telegram no. 956, June 18, 

9 a. m.” regarding famine conditions in Kwangtung Province, there 

is enclosed a copy of a memorandum of conversation of June 21, 1943 ® 

with Dr. T. F. Tsiang, Director of the Political Affairs Department 

of the Executive Yuan, in regard to the food shortage in Kwangtung 

and the food problem in other areas in Free China. | 
Dr. Tsiang states that the high prices offered by the Japanese in 

areas adjacent to the famine region in Kwangtung are resulting in 
shipments of rice from unoccupied to occupied areas and that, unless 
this trade is stopped, the shipment of large quantities of rice to the 
famine area will not solve the food problem there. He points out | 
that the area has never been self-supporting in foodstuffs and that 
the influx of refugees from Japanese-occupied areas has made the 
situation more serious. The people of this area who formerly de- 
pended upon remittances from abroad are particularly hard hit due 
to the cessation of overseas remittances from the South Seas. Those 
who receive remittances from the United States have further in- 
creased the seriousness of the problem through their purchases and 
hoarding of rice. Dr. Tsiang is of the opinion that even favorable 
harvests will not give adequate relief to famine sufferers in this area 
and states that the Central Government is giving serious attention 
to the situation. 

According to Dr. Tsiang, timely rainfall has improved the pros- 
pects for good harvests in Fukien, Honan and Szechuan and there 

* Not printed; it reported famine conditions “exist in some degree throughout 
whole of Kwangtung with East and West River areas most seriously affected.” 
(898.5018/42) 

* Not printed. |
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seems to be no cause for alarm with respect to the food supply in these 

provinces. 
Respectfully yours, Grorce ATCHESON, JR. 

893.5151/942 

Memorandum of Conwersation, by Mr. Troy L. Perkins of the Division — 
of Far Eastern Affairs 

[Wasuineton,| July 7, 1943. 

Participants: Mr. E. M. Bernstein and Mr. I. S. Friedman of the 
Treasury Department 

Mr. Perkins, FE 

Mr. Perkins called at the Treasury on July 7 at the request of the 
office of Mr. White, Assistant to the Secretary of the Treasury, and 
talked to Mr. Bernstein and Mr. Friedman. Mr. Friedman explained _ 
that the Treasury officials wished to inform us of recent developments 
in financial relations with the Chinese Government. 

Mr. Friedman said that as of June 30, 1943, $200,000,000 of the 
$500,000,000 credit to China had been withdrawn by the Chinese Gov- 

| ernment. The Chinese financial authorities, apparently at the in- 
stance of Generalissimo Chiang Kai-shek,?! have now requested that 
they be allowed to withdraw an additional $200,000,000 of this fund to 
purchase gold from the United States. It was explained that in as 
much as the fund is pledged to China, that country can make with- 
drawals for such use as may be desired. At the same time the Treas- 
ury is interested in seeing that the fund be used in furtherance of the 
war effort. Following consideration of China’s proposal, it has been 
decided in principle that the amount desired will be released to China, 
although technical details remain to be worked out. 
Upon Mr. Perkins’ inquiry as to the practical use which the Chinese 

might intend to make of the gold purchase, it was explained that pre- 
sumably shipment of gold to China would be handled in the same man- 
ner as shipment of bank notes. One million dollars in gold weighs one 
ton, consequently 200 tons of air cargo space would be required for 
the total shipments. It is anticipated that a free gold market in China 
will be established, present regulations against trading in gold having 
first been rescinded. 7 | 

Mr. Bernstein explained that gold importations should be helpful 
economically, both as a psychological and as a practical financial meas- 
ure; under the latter heading would be the anticipated diversion of 
excess Chinese funds into the purchase of gold, as well as a probable 

* President of the Chinese Executive Yuan (Premier),



FINANCIAL RELATIONS 423 

decrease in commodity purchases. It is hoped at the same time that 

the rate of bank note issue could be decreased to some extent. | 

Mr. Perkins thanked the two Treasury representatives for their 

courtesy in making this information available to us. 

898.5151/943 

Mr. Harry Dexter White, Assistant to the Secretary of the Treasury 

(Morgenthau), to the Assistant Secretary of State (Berle) 

| WASHINGTON, July 10, 1948. 

Dear Apour: I am enclosing a copy of a memorandum submitted 

to us by Dr. Kuo * relating to the withdrawal of gold by the Chinese 

Government from the United States. We have discussed this matter 

with the Chinese representatives and have informed Mr. Perkins of the 

Far Eastern Division of the facts. | 

We can’t very well refuse to sell the Chinese gold for the dollars they 

| have, though we feel that the resultant loss to China of foreign ex- 

change resources is hardly outweighed by the advantages of the step. 

In any case the operations would have to be very skillfully handled 

by China if any significant contribution toward checking inflation 1s 

to be achieved. 

Sincerely yours, Harry D. WHITH 

| [Enclosure] 

SuBsTANCE oF A CABLEGRAM Receivep From Dr. H. H. Kune, 

JULY 8, 1943 

During the six years of our war of resistance China’s military ex- 

penditure has been increasing continuously. According to the na- 

tional budget of the current year, the estimated expenditure was orig- 

inally placed at 362,000,000,000 yuan, while the estimated income was 

given as 232,000,000,000 yuan, representing about 657% of the total 

expenditure. The remaining 35% is entirely met by increased note 

issue. 
Owing to military requirements and the requests made by the Ameri- 

can Military Mission, the Chinese Government has undertaken to build, | 

or improve, the airfields in various parts of the country and to increase 

their equipment, as well as to improve the Yunnan—Burma highway 

and other necessary highways and railways. Each enterprise often 

necessitated the expenditure of 4,000,000,000 to 5,000,000,000 yuan, 

making a total of additional requirements amounting to over 

30,000,000,000 yuan. 

2p. W. Kuo, representative of the Chinese Ministry of Finance.
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Furthermore, owing to the difficulties of transportation and the 
small volume of supplies received under the American Lend-Lease 
Act,®* the Chinese Government has been obliged to provide ways and 
means of increasing the production of military supplies in order to 
meet the demands of the war. All such expenses are beyond what is 
provided by the budget, and the Chinese Government is compelled to 
further increase its note issue in order to meet the situation. For 
these reasons there has been constant tendency toward inflation. In 
order to remedy the situation and to stabilize the price of commodities, 
it is necessary to adopt measures having the effect of checking inflation. 
Through increased taxation and other means, the Government has 
withdrawn a certain portion of the notes in circulation, but there is 
still by far the larger portion in the hands of the people which is being 
used toward the purchase and accumulation of commodities, resulting 
in the further rising of prices and in making livelihood increasingly 

difficult. | 
The chief purpose for the proposed purchase and sale of gold is to 

withdraw large quantities of notes now in circulation. The fact that 
each ounce of gold is worth now about 8,000 yuan shows the psychol- 
ogy of Chinese people toward gold. To obtain the desired result, it is 
only necessary for the time being to have bullion which can be handled 
easily. However, the question of coinage is being given careful study 
and can be best taken up at the time of reorganization of Chinese 
currency. 

According to Madame Chiang, the proposal which we are making— 
that is, the purchase of 200,000,000 dollars’ worth of gold with the 
United States loan—has received the approval of President Roosevelt 
and Secretary Morgenthau in principle. It is earnestly hoped that it 
can be realized at an early date. We always appreciate and welcome 
suggestions and advices from Secretary Morgenthau and Dr. White, 
but in this particular case we are influenced by actual conditions in 
China, and we feel that it has to be done in the way we suggested in 
order to reap the desired benefits. It is earnestly hoped that we shall 
not lose this good opportunity of checking inflation. 

: 893.506/45a : Telegram 

Lhe Secretary of State to the Chargé in China (Atcheson) 

| Wasuineron, July 12, 1943—5 p. m. 

889. The Department learns from a reliable source that influential 
Chinese Government banking interests are organizing a large Chinese 

* Approved March 11, 1941; 55 Stat. 81.
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insurance company capitalized at yuan 10 million with possibly some 

American participation therein, which appears to be of a monopo- 

listic nature. | 
The Department would be interested in receiving full particulars 

regarding this matter and desires to be kept currently informed. 
Huu 

893.51/7700: Telegram 

The Chargé in China (Atcheson) to the Secretary of State 

CHUNGEKING, July 14, 1943—1 p. m. 
[Received July 24—2: 45 p. m.] 

1184. I have been informed in confidence by an official of Cabinet 

rank that the average monthly rate of currency expansion for the 

current year (which in China closely reflects the rate of inflation) 

has reached over 8 billion Chinese dollars, that is, expansion 1s now 

at, the rate of approximately 40 billion Chinese dollars per annum as 

compared with an average monthly rate of a million [bilion?] and a 

half or slightly over 19 billion dollars annually for 1942. This repre- 

sents an increase of some 50 percent and exceeds the budget estimate 

of 1948 of 36 odd billion dollars expenditure. 
If the 1948 estimate of receipts of 23 odd billion dollars were cor- 

rect, the increase in note issue should more than cover the budgetary __ 

deficit even with the continuing general rate of the rise in costs of 

materials, food and services of approximately 10 percent a month. 
However, according to several sources, the revenues for this year will 

not exceed 15 billion dollars and while the preliminary budget estimate 
for the 1944 calendar year contemplates no greater revenues the esti- 

: mated expenditures will possibly be about double those for 19438 or 
some 73 billion dollars. The gap between revenues and expenditures 
in 1944 may accordingly be expected to increase by 200%. Incidentally 
Kunming reported that during May and June NB bank notes having 
a face value of $5,001,200,000. [and?] $4,424,000 respectively were 
imported into China. 

ATCHESON 

893.5151/946 

The Secretary of the Treasury (Morgenthau) to the Secretary of State 

| WasuHInerton, July 15, 1943. 

My Dear Corpexi: I am enclosing herewith, for your information, 
a copy of a memorandum I have presented to the President dealing



426 FOREIGN RELATIONS, 1943, CHINA 

with the Chinese request to purchase $200 million of gold out of the 
_ $500 million financial aid as a means of helping to check inflation in 

China. 
I am also enclosing a copy of cable, dated July 14, 1943, dealing 

with this matter sent to the Treasury representative in China through 
your Department.** 

Sincerely, H. MorcentTHAv, JR. 

[Enclosure] 

Memorandum by the Secretary of the Treasury (Morgenthau) to 
President Roosevelt 

On July 14, 1943, we sent a message to Dr. H. H. Kung, the Chinese 
Minister of Finance, informing him that the Treasury is prepared in 
principle to agree to the Chinese request to purchase $200 million of 

| gold out of the $500 million financial aid as a means of helping to 
c check inflation in China. Dr. Kung was also informed that a formal 

reque : Tse, necessary before any definitive decision and 
action could be taken. | 

The Chinese government has already drawn on the Treasury to the 
extent of $240 million out of the $500 million financial aid :—$200 
million has been set aside as backing for Chinese Government savings 
certificates and bond issues; $20 million was used to purchase gold, 
and $20 million is being used for the printing of banknotes and the 
purchase of relative materials. The purchase of gold with an addi- 
tional $200 million will mean that in total the Chinese will have used 

$440 million out of the $500 million financial aid, ) 

In the message to Dr. Kung, as well as in discussions with the rep- 
resentatives of the Chinese Government in Washington, it has been 
made clear that the Treasury is acquiescing to the Chinese proposal 
because the Government of China deems that the sale of gold to the 
public will aid its war effort by helping to fight inflation and hoard- 
ing and that, therefore, the decision to purchase the gold is primarily 
the responsibility of the Chinese Government. Furthermore, the 
Chinese have been urged to give careful consideration to the best ways 
of using the gold, particularly because of the great costs, difficulties 
and dangers inherent in the use of gold as a means of checking infla- 
tion under conditions existing in China at present. We especially 
stressed the fact that the Chinese Government will by this step be 
sacrificing large amounts of foreign exchange, which could. be used 
in the post-war period to pay for imports needed for reconstruction 

and rehabilitation. | 

“ See telegram No, 911, July 16, 9 p. m., to the Chargé in China, p. 428.
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The use of gold coins as against bullion for the purpose was care- 

fully considered. It was felt both by us and by the Chinese Govern- 

ment that this technique for selling the gold to the public would not 

be feasible in the present instance, primarily because it would be 

necessary to give the gold coins a fixed monetary value, while it is 

contemplated that the price of gold in terms of yuan will change fre- 

quently and substantially as time goes on. 
The suggestion was therefore made to the Chinese representatives 

in Washington that the gold might be sold to the public in China in 

small bars of one or two ounces in order to reach the widest possible 

section of the Chinese public and such bars might have some engraving 

which might suggest the United States origin of the financial aid, 

if the Government of China so wished. 
7 | H. MorcentHAv, JR. 

893.51/7698 : Telegram . 

The Chargé in China (Atcheson) to the Secretary of State 

CuHUNGEING, July 16, 1943—1 p. m. 
[Received July 19—1: 30 p. m.] 

1200. TF-138. To Secretary of Treasury only from Adler. De- 

partment’s 658, May 24. | 

1. Dr. Kung has asked me to transmit the following alternative | 

plan to you for your consideration. 

“q, Remittances to persons in enemy occupied areas in China in- 
cluding airmail telegraphic transfers are to be permitted through the 
Bank of China in Chungking from the Bank of China in New York as 
designated agents of Central Bank of China. | 

6. These remittances would be governed by the procedure set forth _— 
in General License 75. The Central Bank of China as the appointed 
agent of the National Government of China is to be responsible for a 
review of each remittance in Chungking and would decide as to 
whether it was desirable for the beneficiaries to receive such funds. 
The Chinese Government through its appointed agent the Central 
Bank of China or such other agent or agents as it may see fit to appoint 
from time to time would exercise care to make certain that the re- 
mittances would not benefit the enemy forces. 

c. Asin Treasury plan. 
: d. The Central Bank of China will consider appointing the Hong 

Kong Bank as an agent to effect remittances as noted in paragraphs 
a and } if and when the Hong Kong Bank applies directly to the 
Central Bank.” 

9, Tt will be noted that the main difference between Dr. Kung’s plan 

and the Treasury plan is that the former puts Central Bank in center 

332545—57——28
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of picture and emphasizes its role as appointed agent of Chinese Gov- 
ernment. This is in line with previously reported current trend to- 
wards strengthening Central Bank. | 

8. In view of fact that Board members were aware that Dr. Kung 
had already expressed his views on the plan, when it came up for dis- 
cussion at last Board meeting Chinese members abstained from making 
comment on the plan. They would not commit themselves to anything 
more than statement that Board “takes note” of plan. For your 
information, previously in private conversations Chairman indicated 
general approval of Treasury plan while Pei ** made recommendation 
that Board be appointed reviewing agent, Bank of China to make its 
facilities available to Board in so far as necessary. Perhaps satis- 
factory solution would be to adhere to substance of Treasury plan 
adding provision that Board be reviewing agent while giving some 
face to Central Bank by mentioning it in one or two places. 

4. Delay in answering your cable due to fact that in view doubt 
surrounding Board’s future chairman deferred calling meeting of 
Board for over 1 month. [Adler.] 

ATCHESON 

893.515/1585a: Telegram 

| Lhe Secretary of State to the Chargé in China (Atcheson) 

WasHINGTON, July 16, 1948—9 p. m. 
| 911. For Adler from Secretary of the Treasury. The following is 

a message for transmittal to Dr. Kung: 
1. The proposal of the Government of China to use $200 million out 

of the $500 million financial aid to purchase gold to be sent to China 
for sale to the public as a means of helping to check inflation has been 
considered by the Treasury. 

2, The Treasury presumes that the Government of China has taken 
fully into consideration the costs, difficulties and dangers inherent in 
the use of gold as a means of checking the present inflation in China. 

3. The Treasury is prepared in principle to agree to the proposal 
of the Government of China, since the latter deems that the sale of 
gold to the public will aid its war effort by helping to achieve greater 
monetary stability. It will be necessary, of course, for the Treasury 
to have a formal request from you before any definitive decision and 
action can be taken. [Morgenthau.] 

Huu 

* Tsuyee Pei, member of Board and general manager of Bank of China.
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§93.6151/945 ;: Telegram 

The Chargé in China (Atcheson) to the Secretary of State 

CuuNGEING, July 17, 1943—1 p. m. 
[Received July 21—3: 58 p. m.] 

1209. TF-141. From Adler to Secretary of Treasury only. State 

Department’s 882, July 9,°" part IT. 
Section If: 
A. The institution of an effective scheme for this use of gold in 

China—with adequate controls—would undoubtedly have beneficial 

effects in checking inflation. It is clear that if the scheme is to yield 

significant advantages the gold would have to be sold in China at a 

price or prices never falling below approximately CN dollars 5000 

per oz. At the same time it is impossible on the basis of existing 

- information to make even a rough estimate: | 
1. Of the scale on which the Chinese public would absorb gold at 

price or prices which would make the project worthwhile from the 
, point of view of combatting inflation; it is tentatively suggested that 

it would not be worthwhile selling gold at less than say seven to ten 
times what the price would be at U. S. dollars 35 per oz. converted 
at the official rate of exchange; 

9. Of therefore how far the current prices of gold (see D [B?], 2 
below) would fall under the impact of substantial imports of gold. 

It follows that a rational scheme for selling gold in China would 
necessarily be experimental in its initial stages. 

For this reason and in order to enhance the chances that maximum 
advantages accrue to China, I would suggest that the Treasury before 
agreeing in principle and certainly before making any specific com- 
mitment to sell sizeable amounts of gold to China wait until the 

Chinese Government submits a concrete plan to the Treasury. From 

the information available here it appears that no such plan has as 
yet been worked out by the Chinese authorities. Perhaps it would 
be possible for the Treasury discreetly to ask the Chinese Government 

what its plans are specifically. 
B. 1. Your B, 1. My impression is that it is somewhat vaguely 

contemplated that the gold would be sold to the banks and bullion 

dealers as well as to the public. 
(a) From the point of view of obtaining the maximum anti- 

inflationary effects, it would be desirable to prohibit the Government 
banks from buying gold except as intermediaries for its resale to the 
public, for the Central Bank could expand the note issue for the 

* Post, p. 461. |
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_ specific purpose of acquiring gold which would defeat the whole point 
of the sale of gold to China, while the other Government banks could 
use their facilities for borrowing from the Central Bank in order to 
acquire gold, a process which would also lead to the Central Bank’s 
increasing its note issue. It is probable that the Chinese Govern- 
ment would be reluctant to adopt a measure prohibiting all Govern- 
ment banks from buying gold to hold, especially in view of the current 
trend first to strengthen all Government banks vis-4-vis commercial 

, and private banks and second to strengthen the Central Bank vis-a-vis 
the other Government banks. While the Government banks could 
circumvent the prohibition by having private agents buy the gold for 
them such a prohibition might to some extent serve as a deterrent. 

(6) The above objection does not apply to the sale of gold to 
modern style commercial banks and native style private banks or to 
the bullion dealers and a fortiori to the sale of gold to the public. 

[2%] Your B, 2. It would be impossible to adopt watertight con- 
trols to prevent any of the gold from reaching Jap hands. However, 
such leakage could be kept to fairly low levels given the wholehearted 
cooperation of the Central Government special service and of the vari- 
ous provincial government authorities though it is doubtful how far 
such wholehearted cooperation would be forthcoming, especially from 
such provincial governments as that of Yunnan. An additional sug- 
gested check is the registration of all purchasers but this would tend 

| to discourage prospective purchasers who would be afraid that the 
authorities might subsequently use the information in the registration 
records to extract the gold from them on terms advantageous to the 
authorities and disadvantageous to themselves. 

For your information: (a) I am reliably informed that small 
| amounts of gold have recently been smuggled from India to Yunnan 

and then into Indochina. (6) There is a report current that Chinese 
in Shanghai have recently sent an agent or agents into Free China 
with CN dollars 25,000,000 with which to purchase US dollar backed 
savings certificates. 

3. Re your B, 3. Again there is no clear view here as to whether 
gold should be minted into gold coins or sold in form of gold bars. 
It would appear that the latter course would be preferable in view of 
the difficulties of giving gold coins a fixed CN dollar value and in view 
of danger arising from probability that coins would be in smaller 
denomination than bars and that coins would tend to displace fap as 
a medium of circulation and exchange. 

It would be most appropriate if there were imprinted on the gold 
coins or bars some indication that they constituted part of U.S. finan- 
cial aid to China.
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Section IT: 

A. In view of the fact that a satisfactory scheme would be experi- 

mental in its first stages and in view of the need for checks and safe- 

guards I would like to submit the following for your consideration. 

1. The Treasury if and when it decided to agree in principle to sell 

gold to China might suggest that Chinese Government make a begin- 

ning by selling the 48,000 ounces of gold now in possession of the 

Central Bank plus such other amounts of gold as Government has 

acquired from current production (see D, 3, below *#), 

9. While the gold now in China was being sold, the Treasury might 

agree to sell say U. S. dollars 10,000,000 of gold to Chinese Govern- 

ment and [then wait?] and see how the sale of this gold was going in 

China before making any further sale of gold to the Chinese Govern- 

ment. To save transportation expenses, it would be desirable to make 

a swap with preferably the Indian authorities and alternatively the 

South African or Australian authorities whereby the gold would be 

sent to China from either India or South Africa or Australia and the 

same amount would be placed in earmark for the sender with Federal 

Reserve Bank of New York. | 

3. It might be possible and it certainly would be desirable from the 

point of view of China’s interests to tie up Board with any arrange- 

ment for sale of gold in China and give Board power to fix price or 

prices of gold and to exercise some supervision over its sale. It will be 

recalled that paragraph 1 (c) of 1941 agreement gives the Board power 

to deal in gold for account of the fund; perhaps this power could be. 

broadened to enable Board to exercise above functions in any revision 

. of 1941 agreement. 

The advantages of bringing the Board into the picture are obvious as 

the Board’s participation would increase the chances of success of any 

scheme that is worked out and curtail abuses. If Chinese Government 

objected to the Board’s participation in any plan for selling gold in 

China on the grounds that the sale of gold had nothing to dowiththe 

- British member, perhaps this objection could be overcome by having 

a committee of the Board consisting of the Chinese member and the 

American representative function for this purpose. 

Section IIT: | 

I have been collecting all available information on gold market in 

China but it is scanty and does not throw light on main question how 

much can be absorbed at a price or prices which would make the project 

worthwhile. Any further data that can be obtained will of course be 

transmitted. The following is a summary of the main items of 

interest. | , 

378 Reference may be to section ITI, B, p. 482.
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1. Gold markets exist in Chungking, Kunming, Chengtu, Kweilin, 
Kwetyang and Sian. 

2. The current “agreed” price of gold in Chungking is CN dollars 
11,500 buying, CN 18,000 selling per sueliang or Chinese oz. (which 
equals 1.00471 oz. troy). The price of gold in Kunming is about the 
same as in Chungking while in Kweilin it is lower. In Chengtu it 
is now ON 12,000 buying and CN 15,200 selling per Chinese oz. There 
has consequently been a drain of gold from centers to Chengtu. 

It can be safely assumed that the price of gold in Free China will 
continue to rise concomitantly with rising prices, unless and until 
either news leaks out of the impending import of sizeable amounts of 
gold or gold is actually imported for sale. 
According to recent reports from Shanghai, the Japs have lately 

relaxed their control of the Shanghai gold market which has conse- 
quently become more active. The price of gold at Shanghai is CRB 
dollars 6500 per Chinese oz. The CRB dollar was last reported to be 
exchanging for CN dollars 1.4 in Shanghai. 

3. There are no estimates available on the amount of gold that is 
traded in Free China, but it is quite small absolutely and negligible 
in comparison to the amounts China contemplates purchasing; nor 
are there any estimates on the actual supply of gold in Free China. 

A. The gold that has gone into the markets comes from private 
hoards of gold bars and jewelry and from what can be smuggled from 
current production. There has also been some smuggled from India. 

B. According to an article by the head of the Chinese Geological 
Survey published in December 1942 in the magazine ining and 
Metallurgy, a translation of which is being forwarded by pouch,®” the 
gold production of Sikang, Szechwan, Kwangsi, Kweichow and 
Yunnan rose from 39,200 Chinese ozs. in 1935 to 68,200 in 1989. In 
addition gold is purchased in Hunan, Kiangsi, Fukien, Hupeh, and the 
northwestern provinces. The author states that as a result of Govern- 
ment efforts to encourage gold production after 1937, annual gold 
production was reported to have reached 300,000 Chinese ozs. in 1939 
and 1940, but does not indicate whether this figure includes the pro- 
duction of Shanghai and Sinkiang where control of gold supply was 
and has remained the exclusive monopoly of the provincial govern- 
ments. Since the outbreak of the Pacific war gold production has 
fallen off as a result of the maintenance of the official price of gold 
while all other prices were rising, but—the author suggests—with the 
lifting of the old official price annual production might again reach 
300,000 Chinese oz. | 
According to the same source, the Government banks have bought 

about 1,000,000 oz. of Chinese gold in the last few years which he 

*> Not printed. clone
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assumes to be at the Government’s disposal in China now. This as- 
sumption, however, is contrary to the statements of a number of 
responsible officials according to which the only gold now at the 
Government’s disposal is the 48,000 oz. in the Central Banking Di- 
vision. According to these officials, the remainder of the gold was 
transported prior to the outbreak of the Pacific War, and little or none 
has since been purchased by the Government. 

C. For your information I learn from a reliable source that Dr. 
Kung feels quite confident that the Treasury will sell large amounts 
of gold to China and that the basis of his confidence is that the Presi- 
dent is purported to have given his consent to Mme. Chiang Kai-shek 
when she submitted the proposal to him that China purchase large 

amounts of gold from the United States. [Adler.] 
ATCHESON 

893.51/7685 : Telegram 

The Secretary of State to the Chargé in China (Atcheson) 

Wasuineton, July 20, 1943—1 p. m. 
925. For Adler from the Secretary of the Treasury. Your cable of 

March 28, 1943, No. TF-103.** 
1. Treasury has received a number of applications to release U. 5S. 

dollar proceeds of U. 8S. dollar-backed savings certificates. Some of 
the applications would involve transfer of funds to London. 

2. The Treasury would, therefore, appreciate receiving a definite 
_ reply to its cable of March 5, 1943, No. 800. Treasury is holding up 
these applications and no action has been taken with regard to them. 

[ Morgenthau. ] 
- How 

102.1/8736 : Telegram 

The Secretary of State to the Ambassador in China (Gauss) 

WASHINGTON, July 21, 1943—2 p. m. 

933. From the Secretary of the Treasury for Adler. 
1. The Treasury has received reports that large scale counterfeiting 

of Chinese currency is being practiced by the Japanese. 
2. If there is confirmation for these reports has this counterfeiting 

so far had any observable consequences, and what has the Chinese Gov- 

ernment done to cope with the situation 

* Telegram No. 465, 10 p. m., p. 417.
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3. Any views or information you may have concerning this mat- 
ter would be appreciated by the Treasury Department. [Morgen- 
thau. ] 

Hoy 

893.5151/948 : Telegram 

The Chargé in China (Atcheson) to the Secretary of State 

CHUNGKING, July 22, 1943—8 p. m. 
[Received July 23—noon. | 

1260. ‘TF-142 from Adler to Secretary of Treasury only. 
1. Regarding your 911 of July 16. Transmitted your message to 

Dr. Kung on 21st; he indicated that he had already sent a formal re- 
quest to you. 

2, Regarding your 882, of July 9,” part II, and my TF-141 of 
July 17.“ 

a. Dr. T. F. Tsiang of Executive Yuan in informal conversation 
with me on 20th indicated that while a few high government officials 
regarded sale of gold in China as a panacea, in better informed gov- 
ernment circles it was tentatively estimated that about 1 million oz. 
gold could be sold at roughly CN dollars 8,000 per oz. which would 
yield enough to cover approximately one fourth of probable deficit for 
1943. Dr. Tsiang felt that in absence of definite knowledge as to 
scale on which gold will be absorbed at worth while prices sale of gold 
should be begun experimentally and that if experiment is unsuccessful 
it should be scrapped. 

6. Since Central Government annuled its prohibition of free trad- 
ing in gold, Shanghai bullion dealers have been coming into Free 
China to set up business. They constitute majority of the 30 to 40 

: bullion dealers in Chungking. | 

3. It is suggested that Treasury mark messages of relative urgency 
“priority” as your messages take an average of not less than 4 days 
to reach me. Delay in your receipt of my TF-141 due to bad local 
transmitting conditions. [Adler.] 

ATCHESON 

893.01/954 : Telegram 

The Chargé in China (Atcheson) to the Secretary of State 

CHUNGKING, July 23, 19438—8 p. m. 
[Received July 24—2: 05 p. m.] 

- 1270. For Department and Treasury only. 1. At the risk of giving 
matter more emphasis than it perhaps merits at present, we report that 

*® Post, p. 461. 
© Telegram No. 1209, p. 429
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there appear to be mounting evidence that not only is smuggling and 

trade at points between occupied and unoccupied China expanding 

but that commercial intercourse by Chinese travelers who proceed at 

will between main centers of the two areas such as Shanghai and 

Chungking is on the increase. It is reliably reported that frequently 

some of these persons use Japanese official facilities such as Japanese 

military planes from Shanghai to Canton for part of their journey in 

this direction. The informant “ mentioned in Embassy’s 1139, July 

9,5 p.m. * [has?] Japanese pass which enables him to travel the route 

he mentioned in occupied territory without search or any molestation 
other than an occasional request that he show his pass. (The state- 
ment mentioned in Fowler’s ** [message?] contained in our 1149, July 
10, 4 p. m.,*? that this informant brought with him to Chungking 
from Shanghai CN dollars 25,000,000 appears from a later conversa- 
tion with him to have been not entirely accurate. He states that in 
recent months he and his associates in Shanghai have forwarded 
varying amounts totaling that sum for the purchase of United States 
currency savings certificates and that the certificates were actually 

purchased and in due course delivered in Shanghai.) 
From what he has told us and from other sources it appears that 

organized trade in small bundles (“imports” into Free China con- 
sisting chiefly of so-called luxury goods) as carried on over the Lung- 
hai route with regular stations along the way at which payment 
is made, that a lively exchange business has grown up at these points. 
Trade is carried on even in currency; he states that he brought with 
him 1 million dollars in CRB notes which he disposed of at the rate 
of 1.06 to 1. According to a leading informed banker here, the more 
“regular” trade in goods over the Lunghai route alone amounts to 
some CN 30 million per month. There is not available any estimate 
as to the value of the more sporadic trade and the extensive smuggling 
in other areas but it must amount to a figure several times that of the 
trade mentioned above. 

2. According to the Consul at Kweilin “ and to information said 
to have been received by American military officers from a Kweilin 
banker, there has reportedly organized a “semiofficial” company known 
as Yuhua Chuang, capitalized at CN 100 million, under the direction 
of General Tai Li, head of the principal Chinese Secret Service, to 
control and legalize trade between occupied and unoccupied areas in 
south and southeast China. We have been informed on good author- 
ity that some time ago Tai Li was requested in the highest places 

. 41 A Chinese with confidential connections both at Chungking and at Shanghai. 
“Not printed. | 
* Walter W. Fowler, Board of Economic Warfare representative. 
“ Arthur R. Ringwalt.
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to organize a company for the purpose of bringing under ccntrol 
smuggling operations and the profits therefrom; we know definitely 
that Tai Li is operating transportation companies in areas close to 
occupied China. 

3. The Consul at Kweilin also reports that Japanese agents in 
recent weeks have introduced into unoccupied China large sums in 
counterfeit Bank of China notes printed from plates belonging to 
the former Chunghua Book Company at Hong Kong. This report 
has been confirmed by authoritative sources. 

The Consul cites further reports at Kweilin that the counterfeit 
notes brought into unoccupied China total 10 billion dollars (an 
amount which seems to us fantastic and which should probably be 

reduced to say 100 million) ; that they entered China through Kwang- 
chowan; and that with them the Japanese are purchasing strategic 
materials in Free China at many times the market prices and are in 
general accelerating economic deterioration in unoccupied China. 
The Consul states also that, according to a Chinese banker in a posi- 
tion to know, the Kweilin branch of the Bank of China has received 
orders from its head office to accept the bogus notes even [when?] 
they may be conclusively identified as counterfeit. 

The Chunghua Book Company previously manufactured bank 
notes for the Central Government. We are authoritatively informed 
that at the time of the capture of Hong Kong there fell into Japanese 
hands not only the plates but a large number of bank notes bearing 
serial numbers but no “chop” and also large number of notes that 
were completed except for serial numbers and chops; and that there 
are now in circulation three categories of these counterfeits: (a) bear- 
ing proper serial numbers with counterfeit chop; (6) bearing correct 
serial numbers and counterfeit chop; and (c) newly printed by the 
Japanese from the plates. It is believed that the notes being accepted 
by the Bank of China are those of first and possibly second category 
and that acceptance is for the purpose of taking them out of circula- 
tion. According to one report, notes of the second category are being 
purchased by Chinese Government bankers at half of their value. 

4. The economic and political implications of the above, especially 
paragraphs 1 and 2, are in general in line with paragraph 4 of our 
808, May 28, 4 p.m. As regards the current question of the free 
sale of gold, certain implications are obvious. One political implica- 
tion for the future may well be that with the expansion of regularized 
trade secret or otherwise between occupied and Free China there will 
develop progressively a significant measure of cooperation between 
officials and others in the respective areas. This may of course turn 
out to be of temporary benefit to the Central Government when and 

| * Ante, p. 57.
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if the time comes for the puppets to divert their nominal allegiance 

from the Japanese to the Central Government. On the other hand, 

such development will probably also entail taking back into the fold 

of Quislings, etc., with the corollary establishment of the latter’s fac- | 

tions and of influence in political as well as commercial affairs. 

It is of interest that the informant mentioned in paragraph 1 states 

that one of his missions here is to obtain from highest quarters a 

promise of “forgiveness” for certain puppets and that two of his 

closest personal friends are Chen Kung-po, Mayor of Greater Shang- 

hai and one time Secretary to Sun Yat-sen, and Chou Fu-hai, Finance 

Minister in the Nanking régime. It is possibly of interest that P. N. 

Chung who prior to the capture of Hong Kong was H. H. Kung’s 

principal agent there and who was subsequently taken to Shanghai 

by the Japanese is reliably reported to be on his way to Chungking, 

apparently without Japanese hindrance. 
Adler has seen this telegram. 

ATCHESON 

893.51/76694 | | 

The Chinese Ambassador (Wet) to the Secretary of the Treasury 
(Morgenthau)* 

| WASHINGTON, July 24, 1943. 

My Duar Mr. Secrerary: I have the honor to inform you that I 

have just received from Dr. H. H. Kung, Minister of Finance, the 

following telegraphic message, dated July 23, 1948, for transmission 

to you: 

“The Chinese Government greatly appreciates the financial aid 

accorded to China by the U. S. $500,000,000 credit of last year. Of 

this credit U. S. $240,000,000 have been allocated for special purposes. 

In order to strengthen China’s monetary situation and check infla- 
tion, which are included in the objects for which the credit was estab- 

lished, the Chinese Government now requests the transfer of an addi- 

tional sum of U. S. $200,000,000 from the credit for the purchase of 
gold. It is intended to transport the gold to China to be sold in 

order to withdraw currency from circulation and thus help to check 

the price increase. Prolongation of the war in China into the seventh 

year brings constantly growing strain and difficulty, and the Chinese 

Government will greatly appreciate your kindly acceding to this 
request. I have authorized Dr. P. W. Kuo and Mr. Hsi ‘Te-mou to 
discuss with you the detailed arrangements.” 

I am [etc.] Wet T0-MING 

“7 Worwarded on August 5 by E. M. Bernstein of the Division of Monetary 

Research, Treasury Department, to Troy L. Perkins of the Division of Far 

Eastern Affairs.
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893.5017/132 : Telegram 

The Chargé in China (Atcheson) to the Secretary of State 

Cuunexine, July 25, 1943—noon. 
[Received July 25—11:15 a. m.]| | 

1294. As an example of the uncertainties and sometimes suddenly 
disruptive aspects of the present inflationary process, it is reliably 
reported that the prices of staple foods at Chengtu are now increasing 
at the approximate rate of 10 percent per week. On July 6 the price 
of rice was double that of June 1, of flour almost double, of vegetable 
oil over one and one half times, of pork over one third as much. The 
cost of living index (1937 equals 1) in July 1942 was 34.7, in Jan- 
uary 1934 was 44.1, on June 7, 1943 was 96.3, on July 5, 150.6 and on 
July 12 was 164.7. (See first paragraph of Adler’s message to Treas- 
ury in our 1263, July 23 *). 

While the causes of the recent sudden extraordinary increases are 
_ varied and complex, an important circumstance is that the application 

of repressive measures to control prices in Chungking where the 
Generalissimo takes personal interest in endeavoring to enforce them 

) has driven many speculators in commodities from the provisional 
capital to Chengtu and other interior places. | 

One possibly serious political aspect of the situation at Chengtu 
is that it is not at all unlikely that there may result a recrudescence 
of disturbances in revolt against Central Government authority there. 

| ATCHESON 

893.506/47 : Airgram 

The Chargé in China (Atcheson) to the Secretary of State 

Cuunexine, July 31, 1943—1 p. m. 
[Received August 20—5 p. m.] 

A-21. Department’s telegram no. 889, July 12, 5 p. m. : 
Responsible official Finance Ministry states insurance project still 

vague. Proposal jointly drawn up by Office of Four Government 
Banks and Central Trust is for company with CN $60 million capital 
to take over insurance department of Central Trust and possibly 
other insurance companies in which Government has an interest. 
Proposed company would handle war risk insurance and might be 
given monopoly of reinsurance on Government property but would 
not handle reinsurance on private property. Capital would be sub- 
scribed by Central Trust and Government banks with possibly some 
national treasury participation. American participation not sug- 

“Not printed.
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gested and seems most unlikely. Impossible to say yet whether 

project will materialize or in what form. 

Officers of local insurance companies suspect project is one for 

monopoly of all reinsurance, though they have no information as to 

details. 
Project was reported in May political report, economic section, 

sub-section 1-b-4, 2d paragraph. Department will be kept informed 

of developments. | 
, ATCHESON 

893.515/1556a : Telegram 

The Secretary of State to the Chargé in China (Atcheson) 

WasHinerTon, July 31, 1948—midnight. 

1005. For Adler from the Secretary of the Treasury. Substan- 

tially the following message has been transmitted to Dr. Kung 

. through Ambassador Wei Tao-ming, in reply to formal request from 

| Dr. Kung ® that $200 million be transferred from the credit of the 

Government of China on the books of the Treasury to be used for the 

purchase of gold: 

“The Chinese Government’s request which Ambassador Wei Tao- 
ming has transmitted to me that $200 million be made available for 

the purchase of gold out of the credit on the books of the Treasury in 

the name of the Government of the Republic of China is agreed to 
by the Treasury. | 

“Tt is suggested that in order to avoid unnecessary raising of funds 
bly the United States Treasury, transfers from the aforesaid credit 

of the Chinese Government for the purpose of purchasing gold be 
made in such amounts and at such times as existing facilities allow 
transportation of the equivalent amount of gold to China. This pro- 
cedure should not interfere with the program outlined in your mes- 
sage of July 23, 1943, as it is the intention that this gold will be sent 
to China for sale to the public. 
“When requests are received from the Government of China to 

transfer from the credit of the Government of China on the books 

of the Treasury a specific amount to be used for the purchase of gold, 

the action necessary to consummate these requests will be taken. 
Discussion of the details of the arrangements will be had with Mr. | 

Hsi Te-mou and Dr. P. W. Kuo.” | 

[Morgenthau] 
shun 

| “ Despatch No. 1255, June 12, not printed. 
° See substance of cablegram received from Dr. H. H. Kung, July 8, p. 423, and 

letter from the Chinese Ambassador, July 24, p. 437.
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893.5151/958 : Telegram 

The Chargé in China (Atcheson) to the Secretary of State 

| Cuunexine, August 2, 1948—-9 p. m. 
[Received August 2—4: 58 p. m.] 

1354. For Secretary of the Treasury from Adler. TF-145. Re 
your 993 [933] July 21. 

1. For background information on Japs acquiring, confiscating, 
tampering with and using fapi, see Embassy’s 1270, July 28, and 1887, 
July 30," copies of which were sent to Treasury. In connection with 
the former: (a) I specifically asked Dr. Kung, K. K. Kwok ® and local 
manager of Bank of China about rumor of Japs putting forged CN 
dollars 10 billion into circulation, and all replied story was utterly 
inaccurate. (5) Local manager of Bank of China who was in Hong 
Kong when it fell informs me that Bank of China’s copper plates and 
new notes with the Chung Hua book coin, Hong Kong, had been 
destroyed during siege but that he had heard that new notes printed 
for Bank of Communications had fallen into Jap hands. In con- 
nection with the latter, according to the same source the counterfeiting 
of fapi by the Japs is not systematically organized but carried on by 
individuals as a private racket. | 

2. When I saw Dr. Kung on the 29th I asked him about the reports 
of Jap counterfeiting and the counter measures his Government was 
adopting. He replied that the amounts of forged fap: notes found 
in Free China was comparatively small totalling not more than about 
CN dollars 10 million. He added that Japs have counterfeited BS 
dollars, Hong Kong dollars and sterling as well as fapz, all of which 
they have tried to dispose of in occupied territory. The Government 
had adopted stringent countermeasures, confiscating all counterfeit 
notes and meting out severe punishment to large holders. Recently 
a group including soldiers were found trying to smuggle in CN dollars 

1.7 million of forged notes and all were sentenced, the soldiers by 
military court. 

3. On basis of available evidence, Japs have done much more dam- 
age to Chinese economy by buying goods in Free China with bona 
fide fapi they had acquired—at no cost to themselves in exchange for 

- CRB dollars, FRB dollars, and military yen—or confiscated in occu- 
pied territory than they have by circulating bogus fapz. The Japs 
have used substantial amounts of bona fide fapi in this way and are 
reported to have CN 2 billion left. The consequences of such use of 
fapi are obvious, for the inflation is doubly aggravated by drain of 
goods from and increased supply of money in Free China. ‘There is 

* Latter not printed. 
General manager of the Central Bank of China. Bo
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no sign that Chinese Government is making any serious attempt to 
grapple with the problem fraught with political as well as economic 
implications of economic and financial intercourse between Free and 
occupied China. [Adler.] 

| ATCHESON 

893.01 /956 : Airgram 

Tie Chargé in China (Atcheson) to the Secretary of State 

CHUNGKING, August 4, 19483—9 a. m. 
[Received August 20—5 p. m.] 

A-28. Embassy’s 1270, July 23, 8 p. m., paragraph 1. 
1. A new and curious development along those lines, of which we 

have been informed by Admiral Yang, is that recently several of 
Yang’s agents and several of those of General Tai Li in the Shanghai- 
Nanking area were tracked down and seized by the Japanese but, 
instead of executing these agents, the Japanese lectured them on 
political philosophy from the puppet point of view and sent them 
back to Free China to persuade their colleagues and superiors here 
that Japanese intentions toward Chinese were benevolent and that 
there was no use in continuing the state of hostilities between Chung- 
king and Japanese-Nanking troops. Whether this incident is merely 
symptomatic of Japanese opportunism in attempting to further 
Japan’s “soft policy” toward China or whether it has more far-reach- 
ing implications is an interesting matter for speculation. 

Another instance of interest is the case of Wu K’ai-hsien, member of 
the CEC * and former head of the Chinese Secret Police in Shanghai 
who was seized by the Japanese in March 1942 and who arrived in 
Chungking May 7, 1948 (section A, 1, (7), Embassy’s May political 
review—despatch no. 1255, June 12 **) with, according to some rumors, 
Japanese peace proposals. A number of sources state that Wu was 
flown from Shanghai to Hong Kong in a Japanese military or naval 
plane; it is generally accepted that he made his way from Hong Kong 
to Kweilin in unoccupied China; he flew from Kweilin to Chungking _ 
by CNAC plane and was met at the airfield by a number of Govern- 
ment officials. Subsequently he was feted to some extent but the 
welter of rumors about him reportedly soon caused him to go into 
retirement. He is now reported by several fairly reliable sources to 
have returned to Shanghai or Nanking. 

2. With reference to paragraph 3 of our 1270 and to Adler’s report 
for Treasury contained in our 1354, August 2, the Consul at Kweilin 
states that his informant in regard to the counterfeit notes was a Mr. 

* Kuomintang Central Executive Committee. 
“Not printed. |
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C. C. Chen, Kweilin manager of the Bank of China. While the latter 
does not have a good reputation, there would seem to be little point to 
his inventing such a story and telling it to the American Consul. Mr. 
Adler suggests that his own informant, general manager of the Central 
Bank, might, by stating that the counterfeit or mutilated notes in 
question are those of the Bank of Communications, be seeking to 
protect the employees of his bank and of the Bank of China at Hong 
Kong at the time of its capture who had responsibility for the Chung 
Hua Book Company’s plates. 

8. We concur in Mr. Adler’s opinions as expressed in the 3d para- 
graph of his message contained in our 1354, August 2, referred to 
above. 

ATCHESON 

893.51/7704; Telegram 

The Chargé in China (Atcheson) to the Secretary of State 

| Cuunexine, August 5, 19438—5 p. m. 
[Received August 6—9: 35 a. m.] 

1390. To Secretary of the Treasury from Adler. TF-149. De- 
partment’s 998, July 31,6 p.m. Dr. Kung this morning gave me his 
assurance that no private individual or institution shares in income 
of the [Stabilization] Board. 

(2) Sale of United States dollar backed savings certificates ceased 
on August 8. Since July 1 about United States dollars 40,000,000 of 
certificates have been sold. It would appear that the heavy purchases 
in this period were made in anticipation of cessation of sale. [Adler.] 

ATCHESON 

893.51/7712 

| Memorandum by the Chief of the Division of Far Eastern Affairs 
| (Ballantine) * 

[Wasuineron,] August 5, 1943. 

Subject: Sale of Gold to Chinese Government for Resale in China 
to Combat Inflation. 

On July 13 Mr. Berle wrote to Mr. White,*’ Assistant to the Secre- 
tary of the Treasury, that the Department would give the above- 
captioned matter close study and would expect to communicate further 
with him in regard thereto at an early date. 

* Not printed. 
Addressed to the Adviser on International Economic Affairs (Feis) and the 

Chief of the Financial Division (Livesey). 
* Letter not printed ; it acknowledged Mr. White’s letter of July 10, p. 423.
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FE has examined the correspondence on the matter and is impressed 

by the following points: (1) that the project if well administered has 

possibilities of helping to check inflation, and of being less wasteful 

of the American $500,000,000 financial aid than the savings certificate 

project, (2) that the Chinese Government should be entitled to use 

proceeds of the $500,000,000 loan as it sees fit, (3) that the Treasury 

has notified Dr. Kung that it agrees to the project, (4) that Dr. Kung 

seems to think that the President as well as Mr. Morgenthau has agreed 

to the scheme, (5) that the Chinese Government has formally requested 

the sale to it of $200,000,000 of gold after having been told by the Treas- 

ury that great costs, difficulties, dangers, and sacrifices of foreign 

exchange are inherent in the project, and (6) that competent Chinese 
as well as Mr. Adler favor the initiation of the project on an 

experimental basis. 
It has been noted that Mr. Adler believes that, with adequate con- 

trols, an effective scheme for the use of gold in China would undoubt- 
edly have beneficial effects in checking inflation. Mr. Adler, however, 
does not appear to believe the Chinese have yet worked out any such 
scheme and he raises the question whether it would be possible for the 
Treasury discreetly to ask them just what their plan is. Mr. Adler 
has some apparently very good ideas on the subject, in particular, the 
desirability of prohibiting the government banks from buying gold 
except as intermediaries for resale to the public. Mr. Adler also makes 
what seems to us a valuable suggestion, namely, that the scheme be 
put in motion by the sale to the public of 48,000 oz. of gold now 1n the 
possession of the Central Bank, this gold to be replaced by a like 
sum from South Africa or Australia and the same amount to be ear- 
marked for such shipper in the Federal Reserve Bank in New York. 

In the light of conditions in China, FE agrees with Mr. Adler that 
it would be advisable for the Treasury discreetly to ask the Chinese 
to explain to us precisely how they plan to use the gold for combatting 
inflation and that the project should be begun experimentally. 

With the foregoing points in mind, we have drafted a letter to Mr. 

White for Mr. Berle’s signature.” 
J[osePH] W. B[ALLANTINE | 

893.51/7712 

Memorandum by the Chief of the Financial Division (Livesey) 

[WasuineTon,| August 6, 19438. 

| Mr. Berle is on leave and not due back until August 16. Otherwise, 
I think this letter would be all right to initial as a sequel to his letter 

8 Not sent; see memorandum by the Chief of the Financial Division (Livesey), 
August 6, infra. 

332545—57-——-29
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of July 13 which stated that he expected to communicate further with 
Mr. White with regard to the entire matter at an early date. However, 

_ the actual content of the letter is very slight. The stated purpose of 
China in importing gold being to mop up surplus currency, the gold 
should not be sold to government banks which might finance the 
purchase by issuing additional paper currency. Similarly, the sug- 
gestion that the importation be stopped if it proves not to be working 
well, is fairly self-evident. 

Without inquiry, I assume that these ideas have been mentioned by 
the Treasury in their conversations with the Chinese. How far the 
Treasury can go in emphasizing them is another matter. 

If Adler’s suggestion that no gold be sold at less than eight thousand 
Chinese National dollars per ounce is followed, we have Dr. Tsiang’s 
estimate in Chungking’s 1260 that the equivalent of $35,000,000 
American money in gold could be sold, leaving $165,000,000 of gold 
which could be sold only at a lower price. China may not work to 
Adler’s minimum price specification, or Tsiang’s estimate may be 
wrong. 

With Messrs. Berle and White away I think the Dept. might forego 
written comment to the Treasury on this matter. 

I’ [REDERICK] L[IvEsEY] 

893.50/319 : Telegram | 

Lhe Acting Secretary of State to the Chargé in China (Atcheson) 

| WasHINGTON, August 21, 19483—4 p. m. 

1165. With reference to paragraph 3 of Embassy’s 1487, August 17, 
10 a. m.,® please ask Adler discreetly to ascertain if possible character 
of purchasers of recent large sale of certificates (that is, whether the 

distribution was fairly general among the public or whether the 
purchases were made in high official and business circles and by banks) 
and to give his opinion regarding the possibility that knowledge of 
proposition which was subject of Department’s 1005, July 31, might 
not have influenced the purchasing. 

WELLES 

898.51/7709 

" The Chargé in China (Atcheson) to the Secretary of State 

No. 1529 Cuunexina, August 31, 1943. 
[Received September 18.] 

Sir: I have the honor to refer to the Embassy’s telegram no. 1184, 
July 14, 1 p. m., in regard to the rate of currency expansion (which 

° July 22, 8 p. m., p. 434. 
© Not printed.
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in China closely approximates the rate of inflation), and to enclose, 
for the Department’s information, a copy of a report dated June 24, 
1943 * submitted to the Ministry of Finance by Dr. Arthur N. Young, 
American adviser to that Ministry, which was furnished us by Dr. 
Young in strict confidence. While the report was written two months 
ago, the observations which Dr. Young makes in it are as ap- 
plicable now as then, especially as the economic deterioration in 
China has continued to progress at about the same rate as that of the 
time at which the report was written. 

Dr. Young points out that the financial and economic situation In 
China continues to worsen; that while at the time of writing there 
was no apparent tendency for the general rate of price increase to 
grow, in some areas the rate had lately increased under influence of 
bad crops or other adverse events; that the steady rise averaging 7 or 
8% monthly was inexorable and that the average of retail prices was 
close to one hundred times the pre-1937 level (a figure applicable to 

Chungking but not, for example, to Kunming where the average rate 
has reportedly reached almost two hundred times the pre-1937 level). 

Included in the report is a table showing the upward course in 
China compared with that in Austria from 1914 to 1923 and showing 
that so far the pattern has been similar except that in 1943 the level 
in China had risen in seven years to a greater height (9,680%) than 
after seven years of inflation in Austria (5,552%) and that in the 
next three years in Austria the level rose to 1,748,000%. Dr. Young 
does not predict a similarly fantastic acceleration in China during the 
next three years (he states that continuation of the recent trend will 
léad to a doubling about every 8 or 10 months). In this connection 
it may be mentioned that economic and financial experts seem in gen- 
eral to be in agreement that inflation of itself will not result in eco- 
nomic collapse in the near future because of the circumstance that 
the great majority of China’s population is agricultural and lives off 
the land. In this sense the British Embassy’s statement (Depart- 
ment’s instruction no. 351, July 27, 1943 °) that the present situation 
in China seems “to depend more on crop prospects than on anything 
else” is correct—provided other imponderable factors remain more or 
less as they are. : 

Dr. Young considers that the determining factors as regards the 
future are: the extent of the Government’s deficit; the state of con- 
fidence which largely depends upon the military situation especially 
in and adjoining China; and the crops. . 

Dr. Young mentions among the results of the price increase: insid- 
lous undermining of China’s governmental structure; impairment 

: * Not printed. 
“ Not printed, but see despatch No. 9973, July 6, from the Ambassador in the 

United Kingdon, p. 70. .
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of the war effort; weakening of the internal position of the Govern- 
ment; and serious adverse effects upon the prospect for political and 
economic construction. He mentions that many of the Chinese troops 
are undernourished and lack stamina and reserve strength for serious 
fighting; that military officers are tempted to engage in trade and 
other gainful activities, to collect money upon the movement of goods, 
and to “squeeze” the troops under them; that many civil employees 
suffer malnutrition with resultant reduced efficiency; that many good 
Government employees are resigning; that concurrent posts are being 
multiplied; that employees indulge in partial absence from duty in 
order to engage in outside gainful activities; and that in many cases 
there is recourse to corrupt practices. 

Beginning on page 3 of his report Dr. Young makes a number of 
suggestions for remedial action, especially in the field of government 
including the military service. These suggestions would seem to be 
largely of academic interest only, as there does not appear to be any 
prospect that they will be carried into effect. 

Respectfully yours, Grorce ATCHESON, JR. 

893.50/331 : Telegram 

The Chargé in China (Atcheson) to the Secretary of State 

: CHUNGKING, September 5, 19483—9 a. m. 
[Received September 6—9: 41 a. m.] 

1639. Department’s 1165, August 21,4 p.m. Adler left for India 
before he had opportunity to make desired inquiries. From what we 
have been able to learn from several well-informed banking and other 
sources, approximately 50% of the purchases were by private in- 
dividuals (we have heard of one individual $1,000,000 purchase) and 
very little purchase by Government banks because of their strict in- 
struction not to purchase certificates for speculative purposes. Two 
reasons are given by our informants for the recent large sale: that it 
became known that the Government intended to stop sales and that it 
was rumored at that time that the Chinese-U. S. dollar rate was to be 
changed to 30 to 1. 

ATCHESON 

= In a memorandum dated October 7, Troy L. Perkins of the Division of Far 
Fastern Affairs observed: “Dr. Young makes a number of sensible suggestions 
to remedy the situation, most of which have been made before and, as the 
Embassy indicates in its comment, are not likely to be followed. Most of the 
suggested reforms are not impractical even under the present war conditions: 
postponement of long-range public works which do not contribute to the war 
effort, economies in civil government, rationalization of the tax system, and 
removal of onerous restrictions on the movement of goods. Remedial action 
related to the Army would probably be more difficult to carry out, although 
equally simple measures in this direction would benefit the economic situation 
enormously.”
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898.51/7708 : Telegram 

The Chargé in China (Atcheson) to the Secretary of State 

CHUNGKING, September 17, 1943. 
: [Received September 17—1:27 p. m.] 

1748. Central News Agency in referring to resolution adopted by 

CEC session September 11 on program for intensification of price 

control states that “arrangements have been made with the United 

States for the purchase of United States $200,000,000 worth of gold.” 

In the resolution appears a statement that “the United States has 

promised to lend to China a large quantity of gold.” 

Government spokesman at press conference September 15 as re- 

ported by Central News Agency stated that Chinese Government has 

proposed to use US $200,000,000 from balance of US $500,000,000 

credit extended by American Government to buy gold bullion to com- 

bat inflation in China. Spokesman also said that Chinese Govern- 

ment has decided to revise stabilization agreement and is negotiating 
with U.S. Government at Washington. 

ATCHESON 

893.515/1559 

Memorandum by the Assistant Chief of the Division of Far Kastern 

Affairs (Vincent) 

[WasHINneToN,] September 17, 1943. 

Goip Corns For CHINA 

In connection with the two hundred million dollar gold sale to 

China, Mr. Friedman of the Treasury Department telephoned to 

inform me that Treasury was proposing to mint approximately 
$10,000,000 (US) of the gold into coins which he described as follows: 
Profile of Sun Yat-sen on one side; American eagle on the other. 
On the face with the American eagle would be the inscription “United 
States Mint”, or words to that effect, and a statement of the gold con- 
tent of the coin (one ounce). On the other face of the coin there 
would be Chinese characters giving the same information. Mr. Fried- 
man said that the Chinese Government had not agreed to this pro- 
posal but that it was hoped that an agreement could be cbtained in as 
much as the Government’s original objection to coins was based on the 
fact that it would be necessary to state a value in terms of currency 

which the Chinese Government desired to avoid. 
Mr. Friedman said that it was anticipated that these coins would 

circulate more widely than gold bars by furnishing the small investor 
with a savings or hoarding medium, thus widening the area of effec- 

tiveness in retarding inflation.
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Mr. Friedman asked me whether I thought there would be any 
objection in the Department to the idea. I told him I thought it a 
good one and that I would speak to Mr. Hornbeck and Mr. Feis. 
Mr. Hornbeck approved and Mr. Feis interposed no objection. When 
Mr. Friedman called back I told him of the attitude of Mr. Hornbeck 

| and Mr. Feis. J [oun] C[arter] V[iNcEnT] 

893.51/7718: Telegram — 

The Ambassador in China (Gauss) to the Secretary of State 

CHuUNGKING, September 25, 1943—11 a.m. — 
[Received 9:40 p. m.] 

1800. A prominent informed Chinese banker tells us in confidence 
that Kung is now considering not selling to the public the gold to be re- 
ceived from the U. S. but retaining it in the possession of the Chinese 
Government to constitute a factor in stabilizing public confidence in 
the currency. The informant states his private opinion that in any 
case the sending of gold to China will not affect materially the continu- 
ing inflationary rise because, even if fapz in appreciable amounts is 
drawn in through its sale, the continuing budgetary deficiency is the 
primary cause of the inflationary spiral; that to make successful any 
program of sale of gold to the public it would be necessary to cut the 

| bars into small pieces and probably to make them into ornaments such : 
as rings in order to put gold within the reach of the majority of pros- 
pective individual purchasers; and that the Japs will offer a price 
higher than the Free China price and most of the gold sold will inevit- 
ably flow into the occupied areas and into Jap hands. 

The informant said also that the only effect which the announced 
program in regard to gold had so far had is that some commodity 
prices have lowered in terms of gold but not in terms of the currency ; 
and that it was his opinion that the only means of materially effecting 
the price situation would be, if that were possible, to announce that 
consumers goods, notably piece goods, were being brought into China 
from India—a step which would force hoarders to put on the market 
their stocks which probably amount to a year’s ordinary supply. 

Gauss 

893.506/48 : Airgram 

Lhe Ambassador in China (Gauss) to the Secretary of State 

CHUNGKING, September 27, 1948—2 p. m. 
| Received October 18—3 p. m.] 

A-65. Department’s 889, July 12, 5 p. m. and Embassy’s A-21, 
July 31,1 p.m. <A responsible official of the Finance Ministry now
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states that the insurance project has been set aside at least temporarily, 

due to fear that it might be regarded as a step in the direction of Gov- 

ernment monopoly. He says that if it should again be brought up for 

consideration, it will be in such form as to cause no concern to foreign 

, capital ; and that the Government is conscious of need for foreign capi- 

tal and is aware that investors are timid and must be reassured by 

actions as well as by laws. 
Gauss 

893.51/7715 : Telegram 

The Ambassador in China (Gauss) to the Secretary of State 

CHUNGKING, October 2, 1943. 
[Received October 2—3: 45 p. m.] 

1847. Following published by Central News Agency, Chungking, 

October 1: 

“ ‘The Chinese Government would use 200 million of the U.S. dollars | 

500 million loan to buy and bring gold here for the purpose of com- 
bating inflation and stabilizing prices, said Dr. P. H. Chang, 

Counsellor of the Executive Yuan, at the press conference held on 
September 20. 

Asked how the gold will be used, Dr. Chang replied that the Min- 
istry of Finance will devise ways and means which however cannot 
yet be told. 

A. correspondent asked Dr. Chang ‘when people here are just as 
ready to buy gold savings certificates and gold bonds why should gold 
be actually imported at all?’ Dr. Chang replied that there may be 
some people who prefer to have more tangible things than bonds and 
certificates. 

The same correspondent raised another question as follows: ‘In 
view of the difficult transportation, don’t you think that the available 
airplane space should be better used for carrying ammunition which 
has a direct bearing on your war effort?’? In reply Dr. Chang said, 
‘To combat inflation and to stabilize prices is also to strengthen our 
war effort for sound economic conditions inside the country are as 
important as supplies of arms to our fighting forces.’ When the same 
correspondent pointed out that whereas gold is bought in America 
at U. S. dollars 35 or CN dollars 700 per ounce, it is sold in China 
for much more than CN dollars 700 per ounce and therefore it seems 
that the Chinese Government is making profit, Dr. Chang emphat- 
ically declared that that is a wrong conception. In this war, he said, 
we United Nations must not calculate profit and loss in dollars and 
cents; it is cooperation and mutual aid which will bring about the 
final victory that really counts. He asked if, by selling gold, the 
United States can help China most, why she should not do so. He 
further contended that since the prevailing price for gold in New 
York is U. S. dollars 35 per ounce and China pays it, there 1s no loss 
on the part of the sellers at all.” 

| GAUSS
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898.51/7717 : Telegram. 

The Ambassador in China (Gauss) to the Secretary of State 

CHUNGKING, October 4, 1943—4 p. m. 
[Received 5:17 p. m.] 

1858. Embassy’s 1847, October 2 and 1800, September 25.°° Min- 
ister of Economic Affairs © confidentially affirms that Government 
has not yet reached decision as to utilization of gold. He is privately 
doubtful whether sale here will materially retard inflation because 
(1) comparatively few Chinese will be able to purchase even a small 
amount and (2) even considerable sale would not result in sufficient 
reduction in currency circulation to be greatly beneficial, especially as 
the currency issue will necessarily continue to expand by over 3 
billion per month. He believes, however, that gold could be used 
to some extent to stabilize commodity prices by emphasizing it for 

Government purchase of commodities to be sold at fixed prices. 
In general he appeared to envisage no solution for China’s inflation 

problem. He said the tax system, especially collection in kind, was 
ineffective because of corruption on the part of poorly paid tax offi- 
cials and was unbearable on the part of the people as evidenced by the 
result and peasant revolts against it. He said Chiang Kai-shek’s opti- 
mistic utterances before the CEC (Embassy’s 1693, September 12 °7) 
were made because Chiang wanted to encourage the people and also 
because the Generalissimo “liked to be an economist.” He said it 
would be impossible to predict how long the disheartening situation 
could continue but he thought a bad crisis was unlikely within a year 
ora year and a half. 

Gauss 

893.5151/960 : Telegram 

Lhe Ambassador in China (Gauss) to the Secretary of State 

Cuunexrine, October 10, 1943—noon. 

[ Received 12: 42 p. m.] 

1907. Secretary of the Treasury from Adler. 
1. Dr. Kung wrote Board on October 5 that on President Chiang’s 

instructions, Ministry of Finance had drafted a measure according to 
which overseas Chinese remittances up to US $200 or sterling 50 a 
month would receive official rate plus 50% which he was submitting 
for Board’s consideration. Board replied taking note of proposal and 

* Latter not printed. 
*° Wong Wen-hao. 
7 Ante, p. 332.
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pointing out that it was inadvisable to place upper limit on overseas 
remittances receiving additional 50%. 

2. Board is preparing a letter to be sent to Dr. Kung in which Board 
will indicate the anomalous situation arising from the fact that with 
going into effect of proposed new arrangement for overseas remittance 
almost all foreign exchange in payments will receive 30 to 1 and will 
not go to Board while Board will continue to sell foreign exchange 
under November agreement and on current applications at 20 to 1 
and will suggest that it would be much simpler if all China’s foreign 
exchange transactions were handled at one rate. [ Adler. | 

Gauss 

893.5151/959 : Telegram 

The Ambassador in China (Gauss) to the Secretary of State 

CHUNGKING, October 10, 1943—2 p. m. 
[ Received October 10—12: 41 p. m.] 

1909. Secretary of the Treasury from Adler. In view of delays 
in reciprocal aid negotiations,®* would it be worthwhile for Treasury 
to consider arrangement on lines [of] arrangement already in effect 
in Middle East to sell gold on free market in China in order to cover 

U.S. Government expenditures in China, once Chinese Government 
starts operating in market? Advantages are obvious, drawback is 
that Chinese Government might be reluctant to agree. [ Adler. ] 

Gauss 

893.5151/967a : Telegram | 

The Secretary of State to the Ambassador in China (Gauss) 

WasHIneoTon, October 18, 1948—10 p. m. 

1474. For Adler from Secretary of the Treasury. Please discuss 
the following matter with Dr. Kung. 

The Treasury has received a number of complaints from missionary 
societies regarding losses resulting to these societies from the existing 
official exchange rate. The latest complaint received has been from 

the Maryknoll Fathers. | 
These missionary societies indicate that most of their remittances 

are for relief purposes. Would it not be possible for Dr. Kung to 
grant these missionary societies the special rate which is reportedly 
being given to other relief organizations, et least for that portion of 
their remittances which are for relief purposes ? 

*® See pp. 515 ff.
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It should be pointed out to Dr. Kung that these missionary organiza- 
tions, like the other charitable and relief organizations which have 
been sending funds to China, not only make significant contributions 
to China’s dollar earnings but also are important in educating the 
American people regarding China and in building good will in the 
United States for the Chinese people. On numerous occasions these 
missionary, relief, educational and similar organizations have indi- 
cated that they may be forced to discontinue all of their activities on 
behalf of China because of the artificially high character of the 
existing exchange rate. 

Treasury does not desire to raise at this time the general question 
of a reduction in China’s foreign exchange rate to a realistic level. 
Therefore, limit your discussion with Dr. Kung to the problems of 
missionary and similar organizations. [Morgenthau. | 

Hoy 

893.50/8554 | 

The Ambassador in China (Gauss) to the Secretary of State 

No. 1707 CHUNGEING, October 20, 1943. 
[ Received November 16.] 

Sir: I have the honor to enclose an excerpt from despatch no. 72, 
October 6, 1943, from the Consul at Kweilin,® on the subject of politi- 
cal and economic conditions in Wuchow, Kwangsi Province. A sum- 
mary is included in the excerpt from the despatch. 

Reports of smuggling between free and occupied China have been 
frequent and apparently well-founded. ‘This illicit trade generally 
involves the export of strategic materials and foodstuffs from free 
China and the import of cotton textiles and luxuries from occupied 
China. The Japanese have been reported in the past to have made 
substantial purchases in the southeastern part of free China with fapi 
(Chinese national paper currency) with the triple purpose of obtain- 
ing needed goods, reducing the supply of goods in free China and 
adding to the currency inflation in that area. The Japanese and fol- 
lowers of the puppet Nanking regime have recently shown increasing 
interest in gold, and the flow of gold, which was formerly reported to 
have been from Canton and Hongkong to free China, is said to have 
been reversed. A Chungking banker recently stated to an officer of 
the Embassy that there is also an increasing interest in fapi in occu- 
pied China and that substantial quantities of goods, chiefly cotton 
goods and luxuries, are coming into free China in exchange for that 
currency. 

Respectfully yours, C. E. Gauss 

” Not printed.
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893.51/7721 : Telegram 

The Ambassador in China (Gauss) to the Secretary of State 

CuuNcEING, October 29, 19438—3 p. m. 
[Received October 29—1 : 25 p.m. | 

2041. Embassy’s 1858, October 4. Government spokesman an- 
nounced about middle of month that some of the gold has already 
reached China and while no announcement has been made of gold 
being sold or offered for sale we have been informed in strict confi- 
dence by authoritative source that small amounts are actually being 
sold by Government in order to test the market. 
We understand, however, that consideration is still being given to 

question whether the gold might be retained by Government as a 
reserve to help maintain confidence in the continuously expanding 
currency and some observers are of opinion that Government is con- 
sidering retention of the gold for the purpose also of accumulating 
stock for use in connection with postwar international monetary 

arrangement. 
Gauss 

893.515/1564 | , 

The Ambassador in China (Gauss) to the Secretary of State 

No. 1772 | CuunckKING, November 4, 1943. 
[Received November 27.] 

Sir: I have the honor to enclose a copy of despatch no. 166, October 
6, 1948, from the Embassy officer at Chengtu, with enclosures,” 
articles by Dr. Chao Shou-yu of Yenching University and Dr. J. 
Lossing Buck of Nanking University on the subject of China’s obtain- 
ing 5,700,000 ounces of gold from the United States announcedly for 
sale in China to absorb excess currency. 

Summary: Professor Chao and Dr. Buck agree that there is no 
evidence of a substantial demand for gold as an investment or as a 
medium of speculation. Professor Chao contends that sale of gold 
can be no more than a temporary palliative in itself and that strict 
enforcement of the “Revised Emergency Measures for Control and 
Regulation of Banks” would be a more effective means of stabilizing 
prices. Price control measures, he states, have failed because of the 
craftiness of merchants and the lack of established moral standards 
among officials. He expresses the hope that the Central Bank will not 
make loans against gold, as it has against U. S. dollar savings cer- 
tificates. Dr. Buck points out that the price of gold has consistently 

™ None printed.
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lagged behind commodity prices since the middle of 1940 and that in 
August, 1940, the purchasing power of gold reached its lowest point 
since the start of hostilities in China. Sale of a large amount of 
imported gold might be expected to reduce its purchasing power still 
further. Gold, he believes, is unattractive as a hedge against a break 
in commodity prices, as gold prices would inevitably fall along with 
other commodity prices. It is currency therefore, rather than gold 
that would be likely to be hoarded as a hedge. The price of gold in 
Chengtu, according to Mr. Smith, has declined from CN $12,000 a 
hang (1.00471 oz) to CN $9,000 since the announcement of the govern- 
ment’s gold sale plan. “nd of summary. 

Professor Chao’s statement that sale of gold can be only a palliative 
and must be accompanied by other measures to control prices is in 
agreement with opinions of officials of the Ministry of Finance. His 
assumption that the gold will be sold through the Central Bank does 
not appear to be well founded, as Ministry of Finance officials have 

privately stated that, while it has not been decided how the gold will 
be sold, it definitely will not be sold through the government banks. 
He points to a real danger in his caution against permitting specu- 
lators to borrow from the Central Bank against gold, as they already 
do against U.S. dollar savings certificates. 

Dr. Buck’s contention that the market for gold is limited and that 
its purchasing power will decline still further if large quantities are 
offered for sale appears to be well founded. Many writers in local 
periodicals proceed on the assumption that it would be possible to 
sell 5,700,000 ounces of gold to the public in a short period at CN 
$10,000 an ounce. It is notable that gold prices in centers near 
Japanese occupied territory, such as Kweilin and Loyang, have con- 
tinued firm despite the announcement of the government’s plan, 
whereas in interior centers they have declined materially. 

Respectfully yours, C. E. Gauss 

893.5151/971 : Telegram 

Lhe Ambassador in China (Gauss) to the Secretary of State 

Cuuncxrne, November 24, 1943—5 p. m. 
_ [Received November 26—2 : 37 p. m.] 

2231. To Secretary of the Treasury from Adler. Raised question 
with Dr. Kung in accordance with your instructions in conversation 
yesterday. He replied that missionaries had been receiving 30 to 1 
for missionary expenditures since May 1 and that all famine relief 
expenditures had been receiving 40 to 1 from same date. He was in
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course of negotiating with foreign missionary philanthropic and cul- 

tural organizations about further adjustment in rate they receive (re 

your 1474, October 13). 
Above confirmed by reliable source according to which missionaries 

had been receiving 40 for famine relief expenditures. According 

to same source, Dr. Kung will probably give above organizations 40 

for all their expenditures in China. [Adler. | 
GAUSS 

898.515/1561 

The Secretary of State to the Chinese Ambassador (Wet) 

The Secretary of State presents his compliments to His Excellency, 

the Chinese Ambassador, and has the honor to refer to the latter’s 

note of October 18, 1943,” regarding the manufacture of certain memo- 

rial medals by the United States Mint. 

The Acting Secretary of the Treasury has now informed the Depart- 

ment that he has instructed the Director of the Mint to make available 

facilities at one of the United States Mints for the manufacture of 

these medals. 

WasHrineton, November 26, 1948. 

President Roosevelt to the Chinese Minister of Finance (Kung) ™ 

[ Catro,] November 26, 1943. 

My Dear Dr. Kuna: It was good of you to think of me and I am 

delighted to have that delicious Chinese tea—especially because I am 

more and more substituting tea for coffee. 

Our visit here in Cairo with the Generalissimo and Madame Chiang 

has been not only very delightful but it has been a true success. It is 
the beginning of many such conferences, I hope. They have spoken 
to me in regard to the inflation problem and when they get back to 

Chungking they will speak with you in regard to a suggestion which 

I have made. I have not, of course, had a chance to talk with the 

Secretary of the Treasury about it but I will do so just as soon as I get 

home. 
I do hope that I shall have the pleasure of seeing you one of these 

days very soon. My warm regards, | 

Sincerely yours, F[ranxuin] D R[ oosEvetT] 

* Not printed. 
28 Copy obtained from the Franklin D. Roosevelt Library, Hyde Park, N. Y.
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102.1/9601a : Telegram 

Lhe Secretary of State to the Ambassador in China (Gauss) 

WasHineton, December 2, 1943—1 p. m. 

1731. From the Secretary of the Treasury for Adler. 
1, Ambassador Wei has informed the Treasury that prices in China 

are no longer rising but, because of gold sales, have in fact begun to 
decline. | 

2. Telegraph reply of your views and comments on this matter is 
requested by Treasury. [Morgenthau. |] 

Hoty 

102.1/9616 : Telegram 

The Ambassador in China (Gauss) to the Secretary of State — 

CuuNcKING, December 7, 1943—1 p. m. 
[Received 11: 59 p. m.] 

2335. For account of course of prices September, October, see sec- 

tion 1, paragraph 1 of my 2297, of December 1.72 Ambassador Wei’s 
statement like report of Mark Twain’s death. True that prices of a 
few individual commodities fell in this period due to a number of 
factors, but this fall was insufficient to reverse upward trend. While 
preliminary retail price data for Chungking [in] November also 
reveal maintenance of comparatively gradual upward trend, price of 
only one commodity, tea, actually declined. Most competent observers 
believe that upward trend of prices will become more marked before 
Chinese New Year. 
From Adler for Secretary of Treasury. Clear that largely psycho- 

logical beneficial effects of Chinese Government purchase of gold 
have already worked themselves out and that only further sales to 
public on a significant scale would yield additional results. (Re your 
1731, December 2.) In this connection Kung, in a recent conversation, 
repeated that Chinese Government would probably call a halt to large 
scale importation of gold owing to high cost of insurance and trans- 
portation and sell gold certificates instead. (Cf. end of paragraph 8, 
of my 2228, November 24.72) Safe to predict that sale of claims on 
gold would neither find as ready a market nor yield as high a return 
per unit as would sale of gold itself. 

Gauss 

”? Not printed. |
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Il. TERMINATION OF CHINESE STABILIZATION FUND AND BOARD 

WHICH WERE ESTABLISHED UNDER PROVISIONS OF STABILIZA- 
TION AGREEMENT SIGNED AT WASHINGTON, APRIL 1, 1941 

893.5151/928 : Telegram . 

The Chargé in China (Atcheson) to the Secretary of State 

CHUNGKING, June 9, 19438—1 p. m. 
[Received 2:11 p. m.] 

879. TF-128. From Adler ™ to Secretary of Treasury ™ only. Re 
my TF-126, of June 1.% Saw Dr. Kung” yesterday when he again 
reviewed status of Stabilization Board. He indicated that in view 
of the change in circumstances since the 1941 Stabilization Agreement 
was negotiated 7? and particularly in view of the fact that the closer 
relations between China and the United States since that time has 
rendered the 1941 Agreement out of date, and is wondering whether 
the time had not come to reconsider the 1941 Agreement. He there- 
fore asked me to sound you out informally as to whether you would 

prefer : 

(a) To have the 1941 Agreement terminated and a new agreement 
negotiated. 

(6) To have the 1941 Agreement revised. 

1. In his conversation with me, Dr. Kung appeared to be very con- 
fident of his ability to negotiate a new agreement more favorable to 
China. I understand that he showed the same confidence when he 
discussed the matter with his advisors from the Ministry of Finance 
and the Chinese members of the Stabilization Board who all favored 
the renewal or at most the revision of the existing agreement. Jam 
reliably informed that Dr. Kung has frequently asserted that the 
existing agreement was not a good one and has particularly objected 
to the first sentence of paragraph 9 of the agreement according to 
which you can terminate the agreement unilaterally at 30 days’ notice. 
While he himself has on several occasions mentioned that he wished to 
retain foreign representatives on the Board, in more nationalistic 
circles, their presence on the Board is considered a derogation of 
Chinese sovereignty. Dr. Kung informed me yesterday that if nego- 
tiations for a new agreement are initiated, China will ask for terms of 

* Solomon Adler, Treasury Department economic adviser to the United States 
member of the Chinese Stabilization Board, September 1941-February 19438: 
United States member of the Chinese Stabilization Board, February 1943 to 
March 1944. 

“Henry Morgenthau, Jr. 
*® Telegram No. 826, p. 548. , 
Chinese Minister of Finance. 

"  ™ See Foreign Relations, 1941, vol. v, pp. 590 ff.
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repayment identical with or similar to those of the Lend-Lease 
arrangements.” 

2. There is reason to believe that Dr. Kung is partly actuated by 
personal motives in his desire to negotiate a new agreement. Appar- 
ently Dr. T. V. Soong” recommended that the 1941 Agreement be 
renewed, but Dr. Kung wishes to demonstrate that he can obtain a 
better agreement than could Dr. T. V. Soong, and one which moreover 
will be free from any of the “stigmas” of the unequal treaties. An- 
other possible factor is the desire to find a job for T. L. Soong ® who 
has just been appointed a member of the Chinese Legation [delega- 
tion | to the preliminary discussion [of] international monetary coop- 
eration. T. L. Soong was formerly manager of the Southwestern 
Transportation Company which monopolized traffic on the Burma 
Road. If such a job were given him, he would presumably replace 
K. P. Chen as chairman. 

3. While your reaction to Dr. Kung’s question will of course depend 
on broader considerations of policy, I feel it is my duty to report the 
impression based on observations at this end that it is to China’s as 
well as to American interest that the 1941 Agreement should be pre- 
served in essentially its present form. [Adler.] 

ATCHESON 

893.5151/931 : Telegram 

Lhe Chargé in China (Atcheson) to the Secretary of State 

CHUNGKING, June 14, 19483—9 a. m. 
[Received June 14—8: 54 a. m.] 

915. TF-132. From Adler for Secretary [of] Treasury only. 
Refer my TF-128, June 9.8% Learn from reliable sources that Gen- 
eralissimo * cabled T. V. Soong on June 12 instructing him not to 
give you notice that China desires to extend 1941 Stabilization Agree- 
ment. ‘This confirms previous suspicion that Kung was acting on 
Generalissimo’s order in raising question referred to you in TF-128 
or otherwise neither his uneasiness nor his obduracy in the face of the 
unanimous opinion of all his financial advisers would be explainable. 
Apparently Generalissimo has recently expressed strong dissatisfac- 
tion with 1941 Agreement. It would appear that he feels that China’s 

_ external position is so favorable that he has no need to worry about 

“For correspondence concerning Lend-Lease agreement of June 2, 1942, see 
Foreign Relations, 1942, China, pp. 566 ff. 

™ Chinese Minister for Foreign Affairs since December 1941. 
©” Brother of T. V. Soong. 
* Supra. . 
” Chiang Kai-shek, President of the Chinese Executive Yuan (Premier),
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possible Treasury reaction to China’s allowing 1941 Agreement to 
lapse. [Adler. | | 

ATCHESON 

893.5151/934 : Telegram 

The Chargé in China (Atcheson) to the Secretary of State 

CHUNGKING, June 21, 1943—3 p. m. 
[Received June 21—2:02 p. m.| 

988. From Adler to Secretary of Treasury only. TF-133. Dr. 
Kung sent for me on Saturday and asked if there had been any reply 

| to the question submitted to you in TF-128.%% When I answered in 
the negative, he said he would appreciate receiving Treasury’s response 
fairly soon, as unless some action is taken the Agreement would expire 
at the end of the month. [Adler.] 

ATCHESON 

102.1/8599b : Telegram 

The Secretary of State to the Chargé in China (Atcheson) 

WASHINGTON, June 23, 1948—10 p. m. 

797. For Adler from Secretary of the Treasury. Your cables of 

June 9, TF-128 and June 14, TH-132. 
1. Treasury’s position on the extension of the 1941 Agreement is 

that if China wishes to renew the 1941 Agreement, the Treasury will 
be glad to give favorable consideration to a request to this effect. It 
seems to us that the present form of the Agreement has worked out 
as satisfactorily as could be expected under existing conditions. How- 
ever, any question as to whether the Agreement should be renewed 
or revised is a matter that is naturally of primary interest to the 
Chinese Government. 

2. You may inform Dr. Kung informally of the Treasury’s views 
on this point. [Morgenthau. | 

Hei 

893.5151/935 : Telegram 

The Chargé in China (Atcheson) to the Secretary of State 

CHUNGEKING, June 24, 1943—3 p. m. 
[ Received June 24—12: 20 p. m. |] 

1013. For Secretary [of] Treasury only from Adler. TF-134. 
Section 1. Re my TF-128, June 9, TF-132, June 14, and 'TY-133, 

8 Telegram No. 879, June 9, 1 p. m., p. 457. 

332545—57——30
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June 21. Yesterday evening Dr. Kung informed me that he had in- 
structed Hsi Te-mou to approach you on question of revising the 1944 
[2941] Agreement and to give the following [reasons] for revision: 

(a) So many changes have occurred since 1941 that the 1941 A gree- 
ment is now out of date. 

(0) The Board as instituted by the 1941 Agreement will not fit into 
the international monetary set-up contemplated by current monetary 
negotiations in Washington and Dr. Kung sees No. 2 as the larger 
problem to be contemplated by the 1941 Agreement. 

(c) The renewal of 1941 Sino-American Agreement would also 
involve renewal of 1941 Sino-British Agreement. 

Dr. Kung added that he wished the Board to continue to function 
but that he felt that Agreement should be revised in the light of the 
changed situation. Thus at the time of 1941 Agreement it was not 
contemplated that Board would function as an exchange control or- 
ganization and yet exchange control has turned out to be the main 
sphere of operations. 

Section 2. In this second conversation Dr. Kung mentioned that 
Dr. Soong has informed Generalissimo that the President had re- 
cently pointed out to Dr. Soong that Chinese inflation had reached 

_ the vicious stage and that the President has asked him what the 
Chinese Government was doing about it. 

As a result of the President’s observations, the Generalissimo dis- 
cussed with Kung possible steps to counteract the inflation. General- 
issimo raised the possibility of China’s buying U.S. dollars 300 million 
of gold from the Treasury with the unused portion of the American 
U.S. dollars one-half billion loan * and of selling this gold to Chinese 
public. Kung informed me that he had told the Generalissimo that 
U.S. dollars 300 million of gold was too much and that China should 
ask for U. S. dollars 200 million. He was therefore asking me to 
sound you out on feasibility of your selling U. S. dollars 200 million 
of gold to China, China to purchase the gold out of unused portion of 
the U. S. dollars one-half billion loan and the gold to be gradually 
transported to China and sold to the Chinese public. 
Kung said that from viewpoint of Chinese Government sale of gold 

to the public had several advantages over sale of savings certificates: 
(a) The demand for savings certificates was limited to compara- 

tively small class of merchants wishing to accumulate foreign exchange 
to finance imports from the U. S. The demand for gold would be 
much broader in China where there has been traditionally a demand 
for precious metals for hoarding ( incidentally Kung mentioned that 
he intended terminating sale of savings certificates in near future and 

“For correspondence on this subject, see Foreign Relations, 1942, China, 
pp. 419 ff. ; for text of agreement signed March 21, 1942, see Department of State 
Bulletin, March 28, 1942, p. 263, or United States Relations With China, p. 510.
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that total amount of savings certificates sold was little over U. 5. 

dollars 40 million). 
(b) While the Government had to sell savings certificates at official 

rate of 20 to 1 it could sell gold at the free market rate which is now 

between CN dollars 8 and 9,000 per ounce and thus absorb more fape 
for same U. S. dollar investment. 

(c) On the other [one?] hand the U. S. has a large amount of gold 

and on the other China will need more gold to subscribe her quota to 

the contemplated international monetary organization and she will 

be able to use such gold as is not bought internally for this purpose. 

, [Adler] 
| ATCHESON 

893.5151/936 : Telegram 

The Chargé in China (Atcheson) to the Secretary of State 

CHUNGKING, June 26, 1943—6 p. m. 
[Received June 27—3: 21 p. m.] 

1031. For Secretary [of] Treasury only from Adler: TF-135. Re 

your 797, June 23. Informally communicated your views to Dr. Kung 

yesterday. He indicated that he would ask for revision of 1941 Agree- 

ment. [Adler. | 
ATCHESON 

893.5151/940 : Telegram 

The Chargé i China (Atcheson) to the Secretary of State 

 CHuNGEKING, June 29, 1943—5 p. m. 
[Received June 29—10: 40 a. m.] 

1055. TF-136. From Adler to Secretary [of] Treasury only. Ref- 
erence my TF-135 of June 26. Dr. Kung informed me yesterday 
that he had instructed Dr. Soong to approach the Treasury officially 
and ask for revision of the 1941 Agreement in the spirit of Lend- 
Lease. [Adler. ] | 

ATCHESON 

893.5151/941a: Telegram 

The Secretary of State to the Chargé in China (Atcheson) 

| WasHINGTON, July 9, 1943—8 p. m. 

882. Your 1031, June 26, 6 p. m., 1055, June 29, 5 p. m., and 10384 

[2013], June 15 [24],3 p.m. For Adler from the Secretary of the 

Treasury. For your confidential information only. 
Part I. Reference TF-135 and TF-136.
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(A) On June 29 Dr. Kuo Ping-wen and Mr. Hsi Te-mou ap- 
proached the Treasury with regard to the revision of the 1941 Agree- 
ment. They indicated to the Treasury that they had been informed 
by Dr. Kung that Dr. Kung wished to place the Agreement on a 
Lend-Lease basis and indicated that this probably meant advancing 
funds to China on a Lend-Lease basis. They were informed that 
the Treasury could not use any part of the U. S. Stabilization Fund 
in this manner. 

(B) On July 6 Dr. Kuo Ping-wen and Mr. Hsi Te-mou again 
called at the Treasury to say that they had now been informed by 
Dr. Kung that Dr. Kung wished the 1941 Agreement to be revised 
in accordance with the spirit and principles of Lend-Lease. They 
indicated that this probably meant that Dr. Kung wished to revise 
such provisions in the Agreement which the Chinese felt were not 
in accord with the spirit of complete equality such as the provision 
of Paragraph 9 of the Agreement which provides that the Secretary 
can unilaterally terminate the Agreement at. 30 days’ notice. Dr. 
Kuo and Mr. Hsi also indicated that Dr. Kung’s reference to spirit 
of Lend-Lease might include objection to the present provision in 
the Agreement for payment of interest. The Treasury indicated 
to them that the funds provided under a stabilization agreement could 
not be advanced on the same basis as Lend-Lease aid but that the 
Treasury would be willing to consider revisions in the Agreement 
which Dr. Kung might wish to suggest which are compatible with 
our stabilization operations. 

(C) It is suggested that you discuss informally with Dr. Kung 
the matter of the 1941 Agreement to make sure that he fully under- 
stands Treasury’s position. 

Part II. Reference your TF-134,®> Part 2. 
(A) Reference is made to request made to you by Dr. Kung to 

sound out Treasury as to feasibility of selling $200 million of gold 
to be transported to China for sale to the public. For your informa- 
tion the Treasury is probably prepared to consent in principle to 
China’s request but the details have not as yet been worked out. We 
will inform you as soon as a decision has been made. 

(B) Among the various questions which have been raised here with 
regard to the sale of gold to China are: 

1. How can the gold be used to have the greatest possible anti- 
inflationary effects? Wall it be sold to banks or only to bullion dealers 
or only to the public, ete. ? 

* Telegram No. 1013, June 24, 3 p. m., p. 459. |
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2. Can measures be taken which will prevent part of the gold from 
falling into Japanese hands? 

3, Should the gold be minted into coins or should the gold be milled 
into engraved bars denominated in ounces because of the difficulties in 
giving the coins any fixed monetary value? In this connection no 
legal difficulties are foreseen in minting in the United States Chinese 
coins for China. The suggestion has been made that there could be 
stamped on the coins or the bars some indication that the gold comms or 
bars were part of American financial aid to China. 

(C) Any suggestions which you may have regarding the above 

problems or any other aspect of the matter will, of course, be welcomed. 

(D) For your information there is given herewith some of the 

background in Washington to the Chinese request. When in Wash- 
ington, Madame Chiang Kai-shek raised with Secretary Morgenthau 
the possibility of China’s purchasing very large amounts of gold from 
the United States to be imported into China for sale to the public as 
a means of helping to check inflation. The Secretary indicated to her 
that the Treasury was willing to give the matter maximum consider- 
ation. Asa result of further discussions, in which Dr. Kuo and Mr. 
Hsi represented the Government of China, the Treasury is probably 
prepared to acquiesce in principle to the Chinese request. The details, 
however, have not as yet been worked out and no definitive decision 
has been made.®® [Morgenthau. | 

HULL 

893.5151/944 : Telegram 

The Chargé in China (Atcheson) to the Secretary of State 

Cuuncxine, July 17, 1948—3 p. m. 
[Received July 20—-1:20 p. m.] 

1211. State Department’s 882, July 9, part I. In accordance with 
your suggestion, [I] took the opportunity during a call on Dr. Kung 
on the 15th to have an informal discussion with him to make sure that 
he fully understands the Treasury position with respect to revision 
of 1941 Agreement. He gave the impression—I think deliberately— 
that China was not particularly anxious to have a stabilization loan; 
presumably this is largely jockeying for bargaining position. At the 
same time he intimated that China would ask for certain specific 
changes in 1941 Agreement without indicating what they would be. 

| ATCHESON 

°° For correspondence, see pp. 401 ff.
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102.1/8770d : Telegram 

The Secretary of State to the Chargé in China (Atcheson) 

WasHINGTON, July 26, 1943—10 p. m. 

967. From Secretary of Treasury for Adler. 
1. Please inform Dr. Kung that: | 

(a) The Treasury is requesting you to submit your resignation to 
the proper authorities (this, however, is subject to paragraph 4 below) 
since the 1941 Stabilization Agreement under which the Secretary of 
the Treasury was obligated to nominate the American member of the 
Stabilization Board has lapsed. 

(6) The Treasury intends to appoint you as Treasury representa- 
tive in China. 

| 2. You are instructed hereby to submit your resignation, as indi- 
cated above, as American representative on the Stabilization Board. 
However, the Treasury wishes you to stay on in Chungking as Treas- 
ury representative. 

3. Treasury will also probably want you, before assuming your new 
duties, to go to India for a short period for the purpose of doing a 
report on the situation in connection with matters which are being 
discussed here at the present time relating to the silver market and 
the proposed sale of gold. 

4. Do not submit your resignation if you have strong reasons why 
you feel that the above action would not be desirable but immediately 
cable the Treasury stating your strong reasons. [Morgenthau.] 

shure 

893.51/7701 : Telegram 

The Chargé in China (Atcheson) to the Secretary of State 

CHUNGEING, July 29, 1943—10 a. m. 
| [Received July 29—8: 23 a. m.] 

1329. From Adler to Secretary of Treasury only. TF-144. 
1, Learn from reliable sources that Dr. Kung called a meeting 

of monetary experts early in week to consider what revisions China 
should propose to 1941 Agreement. Consensus of meeting favored 
maintenance of Board. Dr. Kung suggested that China should pro- 
pose only a few revisions, one [none?] of them drastic. There is strong 
ground for believing that Kung’s attitude is due to his desire to obtain 
Treasury consent to proposed purchase of gold. For your informa- 
tion, Kung does not realize that 1941 Agreement has elapsed.
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2. Reference your 967, July 26: 

(a) If Treasury envisages future reestablishment of counterpart 
of Board to facilitate post-war monetary cooperation, it would be 
preferable to preserve continuity. If not, there is no strong reason 
for my not resigning. 

(6) Please inform me at earliest convenience whether I should sub- 
mit resignation as from June 30 or as from date when Board is actu- 
ally wound up. Am waiting your reply before taking action. 

[ Adler ] 
ATCHESON 

893.51/7701 : Telegram 

The Secretary of State to the Chargé in China (Atcheson) 

WASHINGTON, July 31, 1943—5 p. m. 

997. Your 1329, July 29 and Department’s 967, July 26. For 
Adler from the Secretary of the Treasury. Re TF-144, July 29. 

1. The day you receive this message you should submit your resig- 

nation as of then. 
2. The above information has been communicated to the British in 

Washington. [Morgenthau.] 
Huy 

893.51/7702 : Telegram 

The Chargé in China (Atcheson) to the Secretary of State 

Cuuncxine, August 4, 194383—10 a. m. 
[Received August 5—12: 59 p. m.] 

1378. From Adler to Secretary [of] Treasury. Re your 967, July 
26; and 997, July 31. 

1. Saw Dr. Kung yesterday and notified him according to instruc- 
tions. He was first taken aback but then said it was a pity that action 
was being taken at very time when Ministry of Finance was about 
to renew 1941 Agreement subject to specific revisions it had been pre- 
paring for your consideration. Have submitted my resignation as of 
August 2. 

2, Chairman on being informed said he assumed I would participate 
in work of liquidating Board. Irephed that I would prefer to receive 
your specific authorization before formally agreeing to do so. 

8. Should appreciate your informing me when approximately you 
would expect me to take trip to India. [Adler.] 

ATOHESON
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893.51/7703 : Telegram 

Lhe Chargé in China (Atcheson) to the Secretary of State 

CHunckrne, August 6, 1943—9 a. m. 
[Received 11:50 a. m.] 

1392. For Secretary [of] Treasury from Adler. TF-150. Have 
just received a reply to my letter of August 2 to Dr. Kung in 
which I formally submitted my resignation. Dr. Kung neither ac- 
cepts nor rejects my resignation but writes he has cabled Chinese 
representatives in Washington asking them to ascertain Treasury’s 
views with respect to bearing of your instructions to me upon possible 
negotiation of an altered agreement and also to proposed international 
Inonetary arrangements. He concluded that he will communicate 
with me further after receiving a reply to this inquiry. [Adler.] 

ATCHESON 

893.51/7702 : Telegram 

Lhe Secretary of State to the Chargé in China (Atcheson) 

WasuineTon, August 11, 1943—8 p. m. 
1088. From Secretary of the Treasury for Adler. Your 1373, 

August 4, and TF-150, August 6. Please tell Dr. Kung that: 
The reason the Treasury instructed Mr. Adler to submit his resig- 

nation is that, since no request was received for the renewal] of the 
1940 [2941] agreement as provided in paragraph 9 thereof, the agree- 
ment had lapsed. We have just been informed by Dr. Kuo and Mr. 
Hsi that, as the Ministry of Finance is now considering revisions of 
the 1941 agreement for submittal to the Treasury, Dr. Kung wishes 
Mr. Adler to withdraw his resignation. In view of this the Treas- 
ury is asking Mr. Adler to withdraw his resignation temporarily. 
| Morgenthau. | 

Hor 

893.51/7702 : Telegram 

Lhe Acting Secretary of State to the Chargé in China (Atcheson) 

Wasurnoton, August 20, 1943—midnight. 
1156. Department’s 967, July 26, and your 137 3, August 4. From 

the Secretary of the Treasury for Adler. 
1. In case of non-renewal of the 1941 Stabilization Agreement in 

its present form or in a revised form, and in case your services on the 
Stabilization Board will no longer be required, you will go to India 
as soon as the discussions now going on regarding the 1941 Agreement 
terminate and before you assume your new duties as Treasury 
representative.
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9. In case the 1941 Agreement is renewed and should you continue 

on the Stabilization Board in your present position, the question of a 

vacation or a leave of absence is regarded here as a matter for dis- 

cussion between you and the Chinese. However, should it be decided 

that you should take a vacation in the near future it would be appre- 

ciated by the Treasury if you would go to India for such vacation and 

would prepare a report on monetary conditions and having particular 

reference to the gold and silver markets. 
3. The expenses of your trip to India would be paid by the Treasury 

Department. 
4. Further developments in the discussions regarding the 1941 

Stabilization Agreement must be awaited before considering more 

details of the proposed trip to India. [Morgenthau.] 
WELLES 

893.51/7706 : Telegram 

The Chargé in China (Atcheson) to the Secretary of State 

Cuunckine, August 24, 1948—11 a. m. 
[Received 2:16 p.m. | 

1550. From Adler to Secretary of Treasury only. TF-158. Learn 
confidentially Chairman some 10 days ago submitted his resignation, 
which Dr. Kung rejected. Chairman, who appears determined to quit, 
has again submitted resignation, though agreeing to carry on until 
successor is appointed. While stated ground for resignation is health, 
his actual grounds are undercurrent of friction with Dr. Kung and 
dissatisfaction with Board’s lack of power. [ Adler. | 

ATCHESON 

893.51/7707 : Telegram 

The Chargé in China (Atcheson) to the Secretary of State 

CHUNGKING, September 2, 1943—2 p. m. 
[ Received September 6—8: 54 a. m. | 

1624. Embassy’s 1550, August 24. Chairman has informed me that 
his resignation has not been accepted, that he again told Dr. Kung he 
would carry on until successor is named and that he accordingly 
expects to continue in the post for some time. He stated also that 
question of revision continues to be discussed and he intimated that 

he was strongly opposing revision, including any revision which would 
eliminate foreign members of the Board. He mentioned several times 

that the “Board has no power”. 
Please inform Treasury. 
Repeated Calcutta for Adler’s information. 

ATCHESON
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893.51/7712 : Telegram | 

The Chargé in China (Atcheson) to the Secretary of State 

CHUNGKING, September 22, 1948—7 p. m. 
[ Received September 22—1 : 34 p. m.] 

1779. Embassy’s 1624, September 2. We are reliably informed 
that there has been no change in the situation and that the Ministry of 
Finance is awaiting “the American reply” to suggestions in regard 
to revision of the Stabilization Agreement sent some time ago by Kung 
to Hsi Te-mou. Please inform Treasury. 

| Repeated to New Delhi for Adler’s information. | 
ATCHESON 

893.51/7714: Telegram 

Phe Ambassador in China (Gauss) to the Secretary of State 

: CHUNGKING, September 25, 1943. 
[Received 11:59 p. m.] . 

1801. Embassy’s 1624, September 2. We are informed by a reli- 
able authoritative source that pending definitive action in regard to 
the Stabilization Board, the Board’s activities have deteriorated to 
practically nothing as the Board itself does not know what its status 
is and lacks any real power. According to this source, who is very 
close to the chairman, K. P. Chen will probably continue as chairman 
until the Board in its present form “is shelved and Chen is shelved 
with it.” 

Gauss 

893.5151/967 

Memorandum of Conversation, by the Assistant Chie f of the Division 
of Far Kastern Affairs (Stanton) * 

| [WasHineton,] October 6, 1943. 

Participants: Mr. H. D. White, Assistant to the Secretary of the 
Treasury 

Mr. Friedman, Treasury Department 
Mr. Taylor, Treasury Department 
Mr. Ballantine, FE 
Mr. Stanton, FE 

At a meeting called by the Treasury Department on October 6, 
Mr. White brought up the question of the renewal with China of the 
Stabilization Agreement of 1941. 

* Initialed by the Chief of the Division (Ballantine).
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Mr. White stated that the Chinese Government about two months 

ago had indicated through Dr. T. V. Soong, Minister of Foreign 

Affairs, who was in Washington at the time, a desire to revise the 

Stabilization Agreement of 1941 which has expired. About three 

weeks ago the Chinese had finally submitted specific proposals indi- 

cating the manner in which they desire the agreement revised. The 

most important proposal made by the Chinese was that the 1941 

rate of exchange between Chinese yuan and U. S. currency should 

continue to govern the revised agreement. Mr. White stated that 

the Treasury which was responsible to Congress for the utilization 

of the American portion of the Stabilization Fund, amounting to 

$50,000,000, was not prepared to conclude an agreement on the basis 

of the 1941 rate of exchange which at the present time has little 

relation to the actual value of Chinese currency. He remarked that 

as we all knew Chinese currency had depreciated rapidly during the 

past year. Mr. White said that the Treasury was therefore inclined 

to “stall” and to indicate to the Chinese merely that this question 

was under consideration. Mr. White said the Treasury desired to 

know, however, whether in the opinion of the State Department there 

were any important political reasons or considerations which would 

make it inadvisable for the Treasury to pursue the policy indicated. 

Mr. Ballantine inquired what economic issues were involved in the 

renewal of the agreement on the basis of the 1941 rate of exchange. 

Mr. White replied that the Treasury felt renewal on such a basis was, 
so far as the United States was concerned, economically and finan- 
cially unsound and that the Treasury did not believe further appro- 
priations for this purpose on the basis of the 1941 rate would receive 

Congressional approval. 
There ensued some discussion in regard to the possible connection 

between this matter and the conclusion of a reverse Lend-Lease agree- 
ment ® with the Chinese. Mr. White indicated that the absence of a 
stabilization agreement with the Chinese Government, fixing a specific 
rate of exchange between Chinese yuan and U. 8S. currency, would 
eliminate certain technical difficulties which would otherwise confront 
the Treasury in a reverse Lend-Lease agreement such as contemplated. 
Mr. White said he thought that the Treasury’s lack of interest in a 
renewal of the Stabilization Agreement on the old basis might cause 
the Chinese Government to take favorable action in regard to reverse 
Lend-Lease. He also remarked that in the absence of a stabilization 
agreement fixing the rate of exchange between Chinese yuan and U.S. 
currency, there would be no legal obligations, in so far as our official 
personnel in China was concerned, to refrain from use of the “black 
market” if they should choose to do so. 

* For correspondence on this subject, see pp. 515 ff.
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, Mr. Ballantine stated that he would bring this matter to the atten- 
tion of interested officers of the Department and that he would expect 
to communicate informally to Mr. White our reactions to the 
Treasury’s proposed course as soon as possible. Mr. White said 
Treasury would of course keep the Department fully informed of any 
developments. | 

893.5151/966 

Memorandum by the Chief of the Division of Far Eastern Affairs 
(Ballantine) 

[ WasHiIncton,| Octecber 7, 19438. 

Reference the underlying memorandum * of conversation between 
officers of the Department and Mr. Harry D. White and other officers 
of the Treasury Department in regard to renewal of the Stabilization 
Agreement with the Chinese Government. 
FE perceives no objection to Treasury following the course proposed 

_ by Mr. White in regard to this matter for the following reasons: 

a. Information received by the Department from Chungking would 
indicate that this matter is not one of pressing concern to the Chinese 
authorities. The fact that the Chinese were slow in taking any action 
when the agreement expired, that the Chinese requested a revision of 
the agreement on the basis of the 1941 rate of exchange which they 
know is unrealistic and not likely to be viewed favorably by the 
Treasury, would tend to confirm the impression that this matter is 
not of serious concern to the Chinese Government. It is not believed, 
therefore, that failure of the Treasury Department to proceed imme- 
diately with negotiations regarding this matter would have any ad- 
verse political repercussions or affect the very friendly relations now 
existing between China and the United States. Our military and 
material aid to China which is slowly increasing will in no way be 
affected. 
_6. In as much as the Stabilization Agreement of 1941 merely stabi- 

lized and fixed the rate of exchange between Chinese yuan and U. S. 
currency, it had little effect on the inflationary situation which has 
steadily deteriorated. It is believed that the conclusion of a revised 
or new stabilization agreement would have equally little effect on the 
present financial situation in Free China. 
_ ¢. FE is inclined to believe that a delay on the part of the Treasury 
in taking up this matter with the Chinese authorities will perhaps 
induce them to give favorable consideration to the conclusion of a 
reverse Lend-Lease agreement. The conclusion of a reverse Lend- 
Lease agreement is all the more important to our military and official 
personnel in China, whose difficulties have been increasing, in view of 

®° Supra.
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the disinclination of the Chinese, as evidenced by their recent pro- 
posals to the Treasury, to readjust the rate of exchange and place it 
on a more realistic basis. 

FE suggests that Treasury be informally advised that the Depart- 

ment perceives no objection to the course proposed by Treasury in 

handling this matter. 
J[osrePH] W. B[ALLANTINE | 

893.5151/967 | 

Memorandum by the Chief of the Financial Division (Livesey) to the 

Assistant Secretary of State (Berle) 

[ Wasuineron,| October 11, 1943. 

Mr. Brerte: These papers show the present status of the China 

Stabilization Agreement renewal with revision proposal, which has 

been lost to sight for some weeks. Treasury proposes to stall in- 

definitely. 

893.5151/966 

Memorandum by Mr. Paul F. McGuire, of the Office of the Adviser on 
International Economic Affairs, to the Adviser on International 

Economic Affairs (Feis) 

[Wasuineron,] October 13, 19438. 

Mr. Feis: I talked to Mr. Friedman at Treasury and he said that the 
Chinese have not yet submitted specific proposals for revision of the 
1941 “Stabilization Agreement” in writing. Chinese representatives 
submitted some proposals orally to Harry White, in Friedman’s 
presence. Friedman assured me that the proposed changes were on 
“minor points”, e. g. giving the right of termination to both parties 
etc. Contrary to Mr. Stanton’s report on Mr. White’s statement dur- 
ing the conversation of October 6, to the effect that “the most im- 
portant proposal made by the Chinese was that the 1941 rate of ex- 
change . . . should continue to govern the revised agreement,” Mr. 
Friedman said that it was his impression that the Chinese did not 
discuss exchange rates specifically, though probably their silence on 
this point implied that they did not contemplate any change in the 

1941 rate. 

*° See memoranda of October 6 and 7, pp. 468 and 470. 
* Notation by Mr. Berle: “Unless you see some reason to the contrary, FE’s 

memo seems sound.” 
* Omission indicated in the original.
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Until the Chinese submit written proposals, they can hardly be said 
to be actively interested in renewal, and this Government probably 
need not feel called upon to take the initiative. Due to China’s present 
trade isolation, the stabilization board has been inactive, and a debate 
over exchange rates at this time would be highly academic. It would 
seem advisable to wait until the need for stabilization operations 
arises, and then draw up a new arrangement meeting the requirements 
of the situation. Arrangements for dollar loans and gold sales are 
more appropriate means for meeting China’s present financial needs, 
while the existence of an exchange stabilization arrangement merely 
gives a false appearance of recognition and support to the unrealistic 
official exchange rate established by the Central Government, and 
handicaps our negotiations for reciprocal lend-lease and fairer con- 
version rates on diplomatic salaries and charitable remittances.®. 

893.51/7719 : Telegram 

The Ambassador in China (Gauss) to the Secretary of State 

Cuunexine, October 16, 1943—3 p. m. 
[Received October 16—11: 31 a. m. | 

1966. For Department only. We are informed by authoritative and 
reliable source that, just before Adler left for Cairo to meet White, 
Kung said to him that he could tell White that the Chinese Govern- 
ment offered the U. S. Government two alternative proposals in regard 
the Stabilization Agreement: 

(1) The Agreement could be revised along lines suggested by the 
Chinese Government or 

(2) the Board could be liquidated pending some suitable oppor- 
tunity in the future to revive the Agreement. 

Gauss 

102.1/9414c: Telegram 

The Secretary of State to the Ambassador in China (Gauss) 

Wasuineton, November 13, 1943—9 p. m. 

1638. From Secretary of Treasury for Adler. | 
1. Mr. T. L. Soong and Mr. Hsi Te-mou have been informed that 

the Treasury feels that the 1941 Agreement should not be renewed 
under present circumstances and that you are being asked to resign 
from the Stabilization Board. They were told that it is the Treasury’s 
feeling that a stabilization agreement should not be entered into on 

* Marginal notation by Mr. Feis with respect to the last sentence: “Yes. H. F.”
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the basis of the present exchange rate and that China does not at this 
time need the financial assistance. If it so desires, China could raise 
the question of a new agreement with the Treasury at some future 
time. 

2. It was therefore the Treasury’s intention to instruct you to sub- 
mit your resignation to Dr. Kung as of December 381, this giving you 
some time to be of assistance to the Board. However, Mr. Hsi Te-mou 
has requested the Treasury not to ask you to resign at this time but 
instead to wait a few weeks until he shall have received from Dr. 
Kung a reply regarding the Treasury’s position. You will therefore 
not submit your resignation at this time. The feeling here, however, 
is that the Treasury is unlikely to change its views regarding your 
resignation. It is anxious that the financial position of the Board, 
when you leave it, should be such that it will be impossible to suggest 
that inability of the Board to meet its obligations was the reason the 
American member resigned. Information regarding this is requested. 
[ Morgenthau. | Hou 

893.5151/968 : Telegram 

| The Ambassador in China (Gauss) to the Secretary of State 

[Extract] 

CHuNGcEING, November 17, 1948—4 p. m. 
[Received 5: 23 p. m. | 

2184. For Secretary [of] Treasury from Adler. 
1. Returned Chungking November 13. 
2. Saw Dr. Kung same day and reported on Treasury’s attitude on 

future of Board in accordance with Cairo instructions.®* He indicated 
it was perfectly agreeable to him that Board should be wound up in 
near future. I suggested it might be desirable for Treasury and 
Ministry to issue a joint statement at suitable moment couched in 
appropriate language in order to avoid Axis propaganda exploiting 
termination of agreement to which he readily agreed. 

3. Reference your 1638, November 13. Board should be able to 
meet its obligations and settle outstanding business by December 81. 
In this connection it is liquidation of sterling obligations which require 
most time as our stabilization loan is still intact while sterling obliga- 
tions under Sino-British agreements of 1939 and ’41 will have to be 
handled. 

| [Adler] 
| | Gauss 

“Mr. Morgenthau and Mr. White both were present at Cairo when Mr. Adler 
was there for consultation.



474 FORBIGN RELATIONS, 1943, CHINA 

893.5151/971a: Telegram 

The Secretary of State to the Ambassador in China (Gauss) 

Wasuineton, November 24, 1943—10 p. m. 

1690. For Adler from the Secretary of the Treasury. 
1. Mr. Hsi Te-mou and Mr. T. L. Soong have informed the Treasury 

that Dr. Kung agrees with the Treasury that under present circum- 

stances the 1941 Agreement should not be renewed. 
2. The Treasury herewith instructs you to submit your resignation 

to Dr. Kung as of December 31, although at your discretion you may 

postpone date of resignation until January 31, 1944,if you feel 
that additional month may be necessary to wind up Board’s affairs. 

[ Morgenthau. | 
Hui 

893.5151/974 

Memorandum of Conversation, by Mr. Alger Hiss, Assistant to the 
Adviser on Political Relations (Hornbeck) 

[ WasHineton,| November 25, 1948. 

Participants: Sir George Sansom, British Embassy ; 
| Mr. Ballantine and Mr. Hiss. 

Sir George Sansom had called on Mr. Hornbeck in connection with 
several matters other than the topic under reference. When Sir 

George raised the question of the Stabilization Board Mr. Hornbeck, 
who at about that time was called to the Secretary’s office, referred 

Sir George to Messrs. Ballantine and Hiss. 
Sir George said that instructions had been received from the British 

Foreign Office to mention to the Department of State the view of the 
Foreign Office that the continuance of the Stabilization Board on a 
three-power basis had political aspects which the Foreign Office con- 
sidered of some importance. 

In the course of a general informal discussion of the status of the 
Stabilization Board Messrs. Ballantine and Hiss stated that in their 

opinion, speaking personally and not officially, the matter from a 

political point of view was not of very great moment. Sir George 

said that he did not perceive any very great political issue but that 
he was not sure just what the Foreign Office had in mind. Messrs. 

Ballantine and Hiss suggested that Sir George might wish to talk 

directly with Dr. White of the Treasury Department in order to be 
sure that he had full understanding of the Treasury’s position in the 
matter. Sir George replied that Sir David Waley, the British Treas- 
ury’s representative in Washington, had talked with Dr. White of
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the Treasury and said that he could do no more. Sir George indi- 
cated that he himself would be reluctant to talk the matter over with 
Dr. White in view of his own lack of knowledge of the details of the 
matter and in view of the fact that Sir David who was an expert on 
such matters had not accomplished anything. 

Messrs. Ballantine and Hiss pointed out that so far as they knew the 
Treasury had at no time taken any rigid attitude with the Chinese on 

this matter and that the door was always open to the Chinese to suggest 
some new approach to the matter. It was pointed out to Sir George 
that the Stabilization Board is not in position at present to accom- 
plish very much, that the American-Chinese Stabilization Agreement 
has expired and that the Chinese have not proposed any renewal of 
the agreement which seemed feasible to the Treasury Department. 
In the absence of any indication that the Chinese were sufficiently 
desirous of continuing the Board to offer to consider any revision of 
the agreement so as to make it more acceptable to us, it would seem that : 
it would place us in an awkward position to express a desire to continue 

representation on the Board. Sir George was told that Mr. Adler 
continues to remain in Chungking and that we are not aware of any 
decision to recall him. It was also pointed out to Sir George that it 
may be somewhat anomalous for this Government, under the circum- 
stances, to continue participation in an agency whose primary duty is 

to stabilize Chinese currency at the existing official rate of twenty to 
one when at the same time, as Sir George knew, this Government is 
expressing directly and indirectly the view that the official rate results 
in very considerable hardships to American Official personnel in China 
and even interferes with the full conduct of our military effort in 
China. 

Sir George seemed inclined to drop the matter and, in any event, 
it would appear that no further action is called for unless the British 
Embassy take some further initiative in the matter. 

893.5151/972 ; Telegram 

The Ambassador in China (Gauss) to the Secretary of State Y 

CHUNGKING, December 1, 1948—10 a. m. 
[Received December 2—12: 21 a. m.] 

9298. 1. Kung wrote to their man November 23 instructing Board 
to stop purchase and sale of foreign exchange from November 30 and 
informing him that business previously transacted by Board will in 
future be handled by Central Bank and Exchange Control Commis- 
sion. Understand latter body is being organized with Kung as chair- 

382545—57——31 ue _
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man, K. P. Chen (if he will accept) and O. K. Yui ® as vice chairmen, 
| Jian Chen, Pei, Kwok and Tai of Ministry of Finance as members 

and Dr. Chen as General Secretary. 
2. Board at meeting of November 29 decided to wind up its affairs 

subsequent to receipt of instructions from Kung. From Adler to 
Secretary of the Treasury. Re your 1690, November 24, some doubt 
existed at meeting as to whether affairs could be wound up by year end 
and I’m accordingly suspending judgment as to date of resignation 
until matters clearer. | 

Gauss 

si. CHINESE REQUEST FOR A BILLION DOLLAR LOAN FROM THE 

; UNITED STATES 

893.51/7723 : Telegram 

| The Ambassador in China (Gauss) to the Secretary of State 

Cuunexine, December 9, 1943—3 p. m. 
[Received December 10—midnight. | 

2361. For the President and the Secretary and Under Secretary. 
1. The Embassy has recently had several intimations that China 

proposes soon to ask the United States for another substantial political 
loan. 

1 We here perceive no sound basis, political or economic, for sup- 
! porting any such loan proposal at this time. | 

China does not lack substantial United States dollar resources, 
Government and private. Including the [$]200,000,000 included for 
the purchase of American gold, Government balances in the United 
States are believed to be in excess of [$]300,000,000 and to be mount- 
ing very substantially each month. Private holdings are estimated 
at between 4 and 500,000,000 [dollars]. 

It is not feasible for China to mobilize her United States dollar 
resources to combat internal inflation, and the manner in which the 
half billion dollar American credit ® was employed does not inspire 
confidence that a further loan would be better handled. Further, 

| China has not yet begun to use the British sterling credit granted at 
the same time as the American loan. 

Kven if the Burma Road is re-opened, China has adequate re- 
sources to finance purchase of such commercial goods as could be 

. permitted to be brought in. While the war continues, the Burma 

** Chinese Vice Minister of Finance. 
* For correspondence on this subject, see Foreign Relations, 1942, China, pp. 

419 ff; for text of agreement signed March 21, 1942, see Department of State 
Bulletin, March 28, 1942, p. 263, or United States Relations With China, p. 510.
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Road would need to be restricted principally to military supplies 

and equipment and most of these would be Lend-Lease. 
From the political angle, there is now no need for any further 

loan. The military action of the United Nations promising eventual 
complete victory and restoration to China of all lost territory,” there _ 
is no reason to fear that China might seek a separate peace. It is 
true that there is gradual increasing deterioration in the whole Chi- | 
nese structure, military, economic and administrative but a further | 
American loan at this time would not improve that situation or — 

retard the deterioration. ; 
China’s political and territorial aspirations have largely been 

assured by the pledge to continue the war until the unconditional 
surrender of Japan, by recognition of China in the Moscow Declara- 
tion * and at the Cairo Conference as one of The Big Four Powers, 
and by the Cairo Declaration, which appears to be particularly reas- | 
suring in reference to Manchuria toward which area China has feared | 
possible Soviet ambition. 

2. Constant careful observation of the situation in China, leads to 
the conviction (a). that there is a strong disposition in the Chinese 
Government to exploit to the full the existing openhandedness and 
good will of America, with little or no thought of accepting any refusal 
of Chinese requests or of giving any guid pro quo or even of consider- 
ing mutual benefits; (6) that there is growing complacency in regard 

, tothe war, extending up to many influential officers and advisers to, 
Me . qe eT ee ene ae 

Preésrdziit Chiang, who are disposed to feel that China has done her'| 
full part in resisting the Japs for more than 6 years and that Amer- | 
ica should now undertake the full burden of the conflict; and (c) that~ 
in discussions for the formulation of plans for a new and powerful | 
China the tendency is distinctly toward a closed economy designed ‘ 
solely for Chinese benefit and definitely away from those liberal prin- , 
ciples for mutually beneficial world economy set forth in Secretary’s | 
address on July 16; 1937, the Hull-Quo exchange of notes of May 
1941,‘ the Mutual Aid Agreement of June 2, 1942? and other expres- 
sions of our post-war objectives. 

No fair minded observer can fail to credit China for containing in 
this country a substantial Jap force which might otherwise be used 
against us elsewhere. (Soviet Russia has done likewise on the 
Siberian-Manchurian border.) 

* See Cairo Declaration issued December 1, 1943, Department of State Bulletin, 
December 4, 1943, p. 893. The records of the Cairo Conference are scheduled 
for publication in a subsequent volume of Foreign Relations. 

* Hor correspondence on the Moscow Declaration, see pp. 819 ff. 
° Foreign Relations, Japan, 1931-1941, vol. 1, p. 325. 
* Tbid., pp. 927-930. 
* Department of State Executive Agreement Series No. 251, or 56 Stat. 1494. 

For correspondence, see Foreign Relations, 1942, China, pp. 566 ff.
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No one familiar with the condition of China’s armies and the logis- 
tics of the military situation in the China theater could expect any 
substantial major military effort by China against Japan. But there 
is nevertheless a great deal that China can and should do but is not 
doing, within the scope of Chinese resources and ability, to help her- 
self and thus further the war effort by giving whole-hearted assistance 
to the American Air Force and other American operations in this 
theater and by reasonable and equitable arrangements for the Ameri- 
can financing [of] the war in the China area. 

Within recent months at the instance of General Stilwell * the Em- 
bassy has been exerting constant quiet [pressure?] in political quar- 
ters to impress upon China the necessity of getting on with such works 
as the construction of new air fields, construction and improvement 
of roads for military transport and communication purposes, etc. 
Investigation has shown that Chinese budgets for such purposes have 
been cut and have only been restored under pressure and that funds 
appropriated have been long delayed in being issued by the Treasury, 
thus delaying the work. Quiet confidential investigation in assistance 
to our Army has disclosed indications of extensive corruption, jeal- 
ousies, delays and sabotage of honest effort. 

Our Army is paying out large sums monthly in financing airfield 
installations, paying transportation charges, etc. ‘These payments 
run to 20 or more million American dollars monthly and are con- 
stantly rising. Our costs are stated to be from 8 to 10 times those 
which would be incurred in the United States for similar facilities 
and services due to Chinese insistence on maintaining a fantastically 
arbitrary exchange rate for Chinese dollars against United States 

- dollars. With the runaway inflation in China, prices of commodities 
' and services have increased 16 to 18,000 percent (160 to 180 times) 
over 1937 levels and are continuing to increase at a rate of about 
10 percent monthly. But the Chinese dollar has been pegged at 5 
cents United States currency against a prewar rate of 83 cents. In 
relation to price levels and prewar exchange rates the Chinese dollar 
should not now be worth more than one half cent to one cent. Pro- 
posals made for some exchange adjustment or arrangements under 
reverse Lend-Lease have been evaded. The army continues its heavy 
and increasing monthly expenditures at the arbitrary rate and China 
meanwhile is quietly building up a substantial United States dollar 
reserve at our expense. 

Some may argue that in her present deplorable economic position 
China is unable to assist the United States financially in our war 

* Gen. Joseph W. Stilwell, Commanding General, United States Army Forces in 
China, Burma, and India.
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expenditures in this country. I do not suggest that China should 

bear such expenses but I suggest that China should not exploit the 

United States in the matter. China should be encouraged to realize 

that it is blessed to give as well as to receive and that by helping us 

she will be helping herself. 

In the face of all the foregoing I am of opinion that no further 

American political loan to China can be justified at this time. 

3. I am convinced that there should be a quiet but persistent form- 

ing of our attitude toward China, that it should be emphasized that 

mutual benefit is requisite in all our inter-governmental arrangements 

and exchanges, that Chinese should be impressed with the necessity 

of an all out effort within the limits of her resources and ability to- 

ward winning the war, toward helping herself by helping us in our 

war effort in the China theater, and that a more realistic and equitable 

attitude must be insisted upon from China in reference to the ex- 

change financing of our American expenditures for military and 
Government purposes in this theater. 

4, On the subject of Chinese tendency toward a closed economy in 

the postwar period [I] strongly recommend that we should without 

further delay quietly put China on notice as to our expectations be- 

fore she adopts policies which for reasons of oriental face she may 

not later be willing to alter, by opening negotiations for our com- 

mercial treaty, advancing our proposals regarding the treatment of 

American commerce and American financial and industrial interests, 

emphasizing the necessity for mutual consideration and mutual bene- 

fit and insisting that Americans and American interests in China all 

enjoy rights and privileges comparable to those enjoyed by Chinese 

in the United States. 
Gauss 

893.51/76663 

The Secretary of the Treasury (Morgenthau) to the Secretary of State 

Wasuineton, December 20, 1943. 

My Dear Corpeti: I am sending you herewith copy of a confiden- 
tial memorandum on the Chinese situation, which I gave to the 
President yesterday afternoon. In drafting this letter for the Presi- 
dent, unfortunately I did not have the benefit of the information 
contained in Ambassador Gauss’ cable of December 9th.* 

Sincerely yours, HENRY 

* Supra. BC | es =.
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[Enclosure] 

Memorandum by the Secretary of the Treasury (Morgenthau) to 
President foosevelt | 

[WasHineton,| December 18, 19438. 

MEMORANDUM FOR THE PRESIDENT 

You have spoken of the request of Generalissimo Chiang Kai-Shek 
for an additional $1 billion of financial aid to China to be used to help 
control inflation and for postwar reconstruction. ~~ 

I 

. The facts regarding inflation in China and the possibility of its con- 
trol through the use of dollar resources are as follows: 

Inflation in China, as you well know, arises from the grave inade- 
quacy of production for war needs and essential civilian consumption. 

Supplies have been drastically reduced by enemy occupation and the 
cutting off of imports except the small amounts that come by air or 
are smuggled from occupied territory. 

The Chinese Government cannot collect sufficient taxes or borrow 
from the people in adequate amounts. As a consequence, the Govern- 
ment has been issuing 3.5 billion yuan a month, twice the rate of a 
year ago. 

The official exchange rate for yuan is now 5 cents; before China 
entered the war it was 80 cents. The open market rate for yuan in 
U. S. paper currency is one cent and in terms of gold one-third of 
a cent. 

You have suggested the possibility of our selling dollar currency for 
yuan to be resold to China after the war at no profit to us. No doubt 
something could be done to alleviate inflation through the sale of gold 
or dollar currency in China. I have received the following message 
from Dr. Kung * dated December 14: 

“You will be pleased to hear that the recent gold shipment is one | 
of the outstanding factors contributing to the strengthening of fapi, 
because people believe that the arrival of gold has increased the much 
needed reserve of our currency, thereby influencing the stability of 
prices. The action of the United States Government re-affirms to the 
Chinese people that, despite difficulties arising from the blockade and 
the cumulative effects of over six years of war against the invasion, 
China has a powerful friend desirous of strengthening China’s econ- 
omy as conditions permit.” 

However, while something could be done to retard the rise in prices, 
the only real hope of controlling inflation is by getting more goods 

°H. H. Kung, Chinese Minister of Finance.
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into China. This, you know better than I, depends on future military 

operations. 
IT 

China has tried two similar monetary remedies for alleviating infla- 
tion without marked success. 

1. The Chinese Government issued and sold dollar securities for 
yuan, setting aside $200 million of the aid granted by this country for 
the redemption of the securities. (These securities were sold at ex- 
orbitant profit to the buyers. For instance, a person holding $100 in 

U. S. currency could have quadrupled his money in less than two years 
by selling the currency for yuan on the open market and buying the 
dollar securities issued by the Chinese Government.) I believe that 
the program made no significant contribution to the control of infla- 

tion. 
2. The Chinese Government has recently been selling gold at a price 

in yuan equivalent to $550 an ounce, about fifteen times the official 
rate. We have shipped to China more than $10 million of gold and 
they have sold about $2 million of gold for yuan. This program has 
not been tried sufficiently to warrant any definite conclusion as to its 

possible effect. 
China now has $460 million of unpledged funds in the United States 

and is getting about $20 million a month as a result of our expenditures. 
China could use these funds in selling gold or dollar assets for yuan, 
although in my opinion such schemes in the past have had little effect 
except to give additional profits to insiders, speculators and hoarders 
and dissipate foreign exchange resources that could be better used by 
China for reconstruction. 

Under the circumstances, a loan to China for these purposes could 
not be justified by the results that have been obtained. It is my 
opinion that a loan is unnecessary at this time and would be un- 
desirable from the point of view of China and the United States. 

_ Large expenditures on ineffective measures for controlling inflation 
in China would be an unwise use of her borrowing capacity which 
should be reserved for productive uses in other ways. On reconstruc- 
tion, it is too soon for us to know the best use or the best form of the 

aid we might give to China. 

Recommendations 

For the past five years I have had a deep admiration for the valiant 
fight that the Chinese people, under the leadership of Chiang Kai- 
Shek, have waged against Japanese aggression. Therefore, I am in 
complete sympathy with your position that no stone be left unturned 
to retard the rise in prices. Using the tools we have at hand, I recom- 

mend the following:
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1, All U. S. expenditures in China, currently $400 million yuan a 
month and rising rapidly, be met through the purchase of yuan with 
gold or dollar currency at whatever price we can get them for in the 
open market. This is equal to more than 10 percent of the present 
rate of issue. 

2. Accelerate the shipment of gold purchased by China to twice the 
amount we have previously planned to send. It should be possible 
to raise gold shipments from $6 million a month to about $12 million. 

At the present price for gold in the open market this would be equal 
to the present 3.5 billion of yuan currency that is being issued. 

The impact of this two-fold program should contribute to retarding 
inflation, always bearing in mind that the basic reason for inflation 
in China is the shortage of goods. 

893.51/7725 : Telegram 

The Ambassador in China (Gauss) to the Secretary of State 

CHuNGKING, December 23, 1943—3 p. m. 

[ Received December 24—10: 16 a. m.] 

2478. At their request I called with Atcheson? on President and 
Madame Chiang last evening. Wang Chung-hui ® who was with them 
at Cairo was also present but no others. Chiang asked significantly 
whether I had recently received any telegrams. ~I replied none of 
importance. He then inquired what I thought of situation in China, 
especially economic situation, and said he would be glad to receive 
my advice and to hear any plan I might propose. He spoke of serious- 
ness of economic conditions, repeated suggestion that I offer any plan 
for improvement; and went on to say that the coming year will be 
most critical in China and that economic collapse has so far been 

avoided because of the faith of Chinese people in the national currency. 
He said it is essential that the Burma Road be opened soon and that so 
long as Burma Road remains closed China’s desperate economic con- 
dition makes it necessary to support value of Chinese currency and 
maintain the exchange rate. 

He inquired whether I had studied problem of China’s financial 
difficulties. I replied that we endeavor to follow financial situation 
with such information as is available and that one aspect, from the 
American point of view, which had of late given me much concern was 
the effect of the exchange rate on American official expenditures to 

service the.military forces with which we are aiding China; those 
expenditures are now reaching heavy figures and, converted at the 

"George Atcheson, Jr., Counselor of Embassy in China. 
* Secretary General of the Chinese Supreme National Defense Council.
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artificial exchange rate, are costing our Government 20 or more million 

U.S. dollars monthly which, while beneficial to China in building up 

currency reserve in U. S. represent costs to U. S. from 8 to 10 times 

what we should have to pay in America or anywhere else for compara- 

ble facilities and services, such as urgently needed advance air base 

facilities for our forces. I expressed concern that this becoming known 

in the U. S. might lead to serious criticism that the American Army 

and Government are being exploited and such criticism would work 

to the harm of China as well as to the injury of our war effort in this 

country. 

Chiang indicated with firmness that exchange rate for Chinese 

dollars cannot be changed. I said I fully appreciated his attitude on 

that question but suggested that other proposals looking to solution 

of the problem, such as reverse Lend-Lease or suggestion Morgenthau 

had made to Kung regarding sale of gold, might be adopted without 

necessitating a change in exchange rate. Mme. Chiang said that 

Chinese Government’s efforts to sell gold had been a failure; there_ 

was no market for gold. Chiang said he had been studying the matter, 

of reverse Lend-Lease, that he and Kung were much worried over 

whole financial situation, that it is impossible to alter exchange rate, 

and imperative that value of national currency be supported. He 

requested me to see Kung again and, just before retiring from the room 

in his customary way, asked with a show of some emphasis and exas- 

peration that I inform our military and Treasury people that failure to | 

support China’s currency would result in both economic and military | 

collapse of China. 
During conversation Mme. Chiang indicated that Chiang’s views 

in regard to seriousness of the situation had been presented to the 

President at Cairo. After Chiang’s departure she spoke with great 

emphasis of China’s economic difficulties, said somewhat bitterly that 

China was paying about 200 Chinese dollars daily for maintaining 

every American soldier in China, indicated that as our forces increase 

the cost would become unbearable and added that it was becoming 

more and more impossible to find enough cows, pigs and chickens to 

feed American troops (to supplement the quantities of supplies we 

ourselves ship in). She said that it was absolutely essential that 

Chinese currency receive sufficient backing. 
(2) I am of the opinion that stage had been set last evening for 

seeking State Department support for request for further American 

loan and that such request was not made because of the diversion 

to subject of our military expenditures. Stilwell informed me De- 

cember 20 that Chiang had asked for a billion dollar loan ® and was 

°Hor President Roosevelt’s attitude on this subject at Cairo, see his conver- 

sation on December 6 with General Stilwell; Theodore White (ed.), The Stilwell 

Papers (New, York, William Sloane Associates, Inc., 1948), pp. 251-254.
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expecting an answer that day. He told me that and no more. I as- 
sume request was made in connection with military discussions and 
through military channels. 

It is unfortunate that Embassy is not kept fully informed of what 
transpires in Sino-American relations. 

Embassy’s opinion regarding further loan to China at this time 
was carefully set out in my 2361, December 9. I am strongly of 
opinion that we should stand firm on the subject at this time. 
x) I have no information regarding military plans for a Burma 
campajgn_designed to restore Jand transportation to China which 
experts here consider the only possible measure for amelioration of 
fantastic economic situation. I am prepared to believe that while the 
masses of the people are not concerned by the foreign exchange rate, 
any substantial change therein would be availed of by hoarders and 
speculators still further to accelerate rising prices. 

Chinese Government has actually done nothing substantial to seek 
out and deal with these hoarders and speculators. I believe, however, 
that China has substantial U.S. currency reserves at this time and 
that reasonable measure to meet the situation affecting our military 
expenditures in China might be taken without reference to éxchange 
rate as such, probably within the structure of reverse Lend-Lease and 
sale of gold. on | 

While I do not pretend to pass judgment in military matters, I 
should emphasize what we have previously and repeatedly reported: 
that the military and economic situations in China are’so fast de- 
terlorating that early military measures to reopen the Burma Road 
and restore land transport to China are imperative to prevent collapse 
of this country in due course. An American loan will not help the 

{ economic situation in China at this time; extensive successful military 
MA operations alone will do so. 

| GAUSS 

893.51/7725 

. Document Prepared in the Department of State 

[| Wasuineton,] December 27, 1943. 

Reference Mr. Gauss’ “Secret—Not for Distribution” telegram 
2478, December 28, 3 p. m.; the Secretary of the Treasury’s letter to 
the Secretary of State of December 20, and Mr. Gauss’ “Strictly Con- 
fidential . . 1° Not for Distribution” telegram 2361, December 9, 
3p. m.: all bearing on the subject of an intimated request by the 
Chinese Government for a loan by the United States Government of 
$1,000,000,000. 

“ Omission indicated in the original.
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The indications are that the Chinese Government has applied to 
this Government for a loan of $1,000,000,000, and this memorandum 
will be posited on an assumption that such is the fact. 

The problem which is thus presented is one of very wide and very 
serious import. It is important in economic, in political and in psy- 
chological aspects. It calls for most careful consideration both as 
regards the substance of the decision at which this Government may 
arrive and as regards the handling of the decision in the field of 
diplomatic action. The economic features of the question presented 
are of substantial importance, but comparatively speaking the po- 
litical and psychological features are capable of being, from the long- \ 
swing point of view, of considerably greater ultimate consequence. 

In its telegram of December 9, the Embassy at Chungking, in 
anticipation, stated: “We here perceive no sound basis, political or 
economic, for supporting any such loan proposal at this time”; and 

| the Embassy expressed itself vigorously and categorically in support 
of that view as regarded political and psychological considerations 
reflective of its appraisal of the present situation within China. In 
his memorandum for the President of December 18, the Secretary 
of the Treasury discussed the question from the economic point of 
view and, in the light especially of experience of recent years, advanced 
the opinion “that a loan is unnecessary at this time and would be 
undesirable from the point of view of China and the United States.” 

In its telegram of December 23, the Embassy at Chungking, re- 
porting on a conversation with President Chiang and Madame Chiang, 
reaffirms the position which it took in its telegram of December 9, 
expresses the opinion that “An American loan will not help the eco- 
nomic situation in China at this time’, and emphasizes the view that 
“extensive successful military operations alone will do so.” 

There are indications that the subject of this loan was broached by 
Chiang at the Cairo Conference. There have been heard rumors to 
the effect that Chiang was given encouragement to believe that the 
requests by China for such a loan would meet with favorable response. 
There are indications, also, that Chiang strongly urged that a cam- 
paign for the reopening of the Burma Road be embarked upon at 
once; and rumors have been heard and have been seen in print to the 
effect that Chiang was told that this could not be done. Whatever the 
facts may be so far as the Cairo Conference is concerned, China’s 
desire for aloan has apparently been formally expressed and_oper- 

ations for the reopening of the Burma Road have not been embarked 7 
upon. | | | 

Granting that a loan by the United States to China at this time, 
if made, could not be defended and would not be justified on economic 
grounds, and accepting at face value—for purposes of this discussion—
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the appraisal given by the Embassy of the present political and mili- 
tary situation within China, there remains imperative need to con- 
sider the broad and the long-swing political and psychological aspects 
of the problem which is presented by President Chiang’s approach 
and China’s request. 

During the past two years, and especially within recent months, 
the Chinese have been given, in appearance at least, a preferred posi- 
tion among the United Nations; they have been accorded a place as 
one of the four powers among and by whom leadership is assumed 
and of whom leadership is expected toward the winning of the war 
and establishing of an international organization for the safeguarding 
of the security and the advancing of the welfare of the United Nations. 
During a longer period, the Chinese, in their resistance to Japan have 
received encouragement and support from the United States. In the 
according to the Chinese by official action of their new position in 
world affairs the United States has taken a leading part. [In regard 
to the problem of victory over Japan and the problem of security 

, arrangements thereafter in SoutheasternfAsia and the Pacific, China 
Sara . read 

. and the United States have greater concern than have any other pow- RS and, the concepts and desires of China and of the United States 

more nearly comeide than o those o* any other power China and 
the United States take China more seriously and we eValuate China’s 
potentialities more highly than do any other powers. The Chinese 
have come to expect of the United States sympathy, friendly cooper- 
ation and generous support. 

In the postwar world the attitude of and the position taken by the 
\, Chinese is going to be of importance in the alignment of the powers. 
~ In the relations of the United States, Great Britain and the Soviet 
\\ Union there are bound to be stresses and strains. The Soviet Union 
8 is in all probability going to be powerful. The Soviet Union is in all 
es probability going to create problems for Great Britain, create prob- 

lens Tor The Unita States, and create roblems for*Great Britain and 
the United States. There is in all probability not going to be clear 
Sailing in relations between Great Britain and the United States: 
there will be competition and controversy in regard to matters eco- 
nomic and in regard to matters political. The attitude of China vis- 
4-vis Great Britain and the United States and the Soviet Union will 
be of importance. That China be a well-disposed member of the “Big 
Four” combination is desirable. But, that, when theré comes stresses 
and strains in the relations of the United States with, on the one hand 
Great Britain and with, on the other hand the Soviet Union, China 
be well disposed toward the United States is, from point of view of 
United States interests and concerns, even more imperatively desirable. 

Notwithstanding the fact that Great Britain and the Soviet Union 
have assented—though somewhat grudgingly—to the giving to China
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of a place in the “Big Four” group, the Chinesé\have been and con- 

tinue to be suspicious of Great Britain and apprehensive of the Soviet 

Union. The Chinese have been and are very little suspicious of the 

United States and not at all apprehensive of the United States; they 

have, comparatively speaking, confidence in us and they are, com- 

paratively speaking, well disposed toward us. As friendship be- 

tween nations goes, it can accurately be said that the United States 

and China are natural and actual friends and allies. As commu- 

nity of interest between nations goes, it can accurately be said that 

in regard to the defeat of Japan and in regard to establishing eon-— 

ditions of security and welfare in and around the Pacific Ocean the! 

United States and China have a primacy of common interest. 

It is important, especially for postwar purposes, that the present 

attitude of the Chinese toward the United States be maintained. It 

is important that nothing be allowed to develop from which it might 

result that China withdraw from confidence in and reliance upon the 

United States, and move into a position of reliance upon the Soviet 

Union or acceptance of the Japanese thesis that oriental peoples must 

combine in opposition to the influence of occidental peoples. In the 

postwar period, the United States will need, in connection with rela- 

tions with Great Britain and in connection with relations with the 

Soviet Union the good will of China toward her major associates and 

particularly toward the United States. 
We and our allies are still at war. The military experts say that 

we have a considerable distance to go before victory over the Nazis 
and a long distance to go before victory over Japan. So long as 
we remain at war, military considerations come first, political con- 

siderations second and éegnomic considerations third in order Al 

assessed importance. That being the case, the military and political 

the economic aspects. In connection with the military and political 

considerations, psychological factors are of substantial importance. 
It therefore is imperatively desirable that the military, the political 

and the psychological aspects of this Chinese request for a loan be 

examined from every angle and in all their bearings, both short-swing 

and long-swing. 

Should a decision be made not to respond favorably to the Chinese 

request, the problem how most diplomatically to say “no” should be 

carefully considered and skillfully handled. 

IT 

There is warrant for serious doubt whether we should under any 

circumstances give to this Chinese request a flat refusal. It is believed
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that we might to advantage explore and act upon the possibility of 
taking advantage of this request as a springboard or even a founda- 
tion for a negotiation with the Chinese envisaging a meeting by them 
of certain needs and desiderata of ours in exchange for a loan by us 
to them of a part at least of the amount which they request. We 
should keep in mind the fact that at the time when the loan which we 

{ made Fee ee eras under discussion point 
was made on both sides that in all probability there would arise a 
need and a request on the part of the Chinese for another loan, and 
that then and subsequently there has been consideration of ways and 
means whereby further assistance by this country to China might be 
afforded. It should also be kept in mind that in order to be in position 
to grant such a loan to China, in any amount, the executive branch of 
this Government will have to go to the legislative branch—which fact 
gives us the basis on which to explain to the Chinese the necessity for 
taking time to consider the matter. 

Even in this period of large financial outlays, a request by China 
for a loan of $1,000,000,000 is a large request and, as a proposal, should 
be scrutinized in a large way. Were a proposal comparable to this 
made to a private banking firm, it may be assumed that in all proba- 
bility the firm thus approached would assign to several of its best 
men the task of making an exhaustive study of the proposal. Our 
problem is by no means exactly analogous to that with which those 
men would be dealing—for, they would be considering their problem 
almost exclusively from a financial point of view; yet, they would be 
taking into consideration political as well as economic factors; our 
concern, however, is broader than would be theirs and, for that rea- 
son, the study which we should make of the question should be even 
more careful than that which they would make were the problem 
theirs. This leads to a query of whether a practical way of going 
about dealing with this question might not be that of choosing and 
sending to China to look into this matter a commissioner or a group 
of commissioners who might confer with Chinese officials and with 
American authorities on the spot, make as thorough a study as time 
and conditions would permit of the situation, and make recommen- 
dations both to us and to the Chinese in the premises. A variant 
might be the establishing of a joint American-Chinese commission to 
study the question and make recommendations. An additional but 
very important function of a joint American-Chinese commission 
might be a study of China’s post-war reconstruction problems and a 
formulation of a detailed and balanced program containing an analysis 

| of China’s transportation, industrial and agricultural needs and sug- 
gesting methods of providing funds and matériel to meet those needs.
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A loan, if granted, would thus be linked with the important objective —_ 

of American collaboration in | be inked wih er eee 

and the joint commission might perhaps be used as an agency for_ 
_initiating such collaboration. Se 

In any event, from the political point of view, it is strongly urged 

that in our consideration of this Chinese request we go beyond mere 

consideration of the question whether China at this moment needs 

such a loan and whether such a loan now would serve useful immediate 

economic and political ends, and that we address ourselves to the ques- 

tion whether we might not make the fact of this Chinese approach 

become of service to us in pursuit of important ends which are both : 

of short-swing and of long-swing concern to us; and that we by all 

means endeavor to avoid having to give the Chinese anything in the 

nature of a flat refusal. 

893.51/7725 

The Secretary of State to the Secretary of the Treasury 

(Morgenthau) * 

- Wasuineron, December 29, 1948. 

My Dear Mr. Secrerary: There is enclosed for your confidential 

information and consideration a paraphrase of a secret telegram of 
December 23, 1943 from the American Embassy at Chungking” in 

regard to a conversation which Ambassador Gauss had with Presi- 

dent Chiang Kai-shek on December 22 on the subject of China’s 

critical economic position. 
I shall be glad to receive any comments that you may care to make 

concerning the contents of the enclosed telegram. 

Sincerely yours, CorpetLt Huu 

893.51/7734 

The Secretary of the Treasury (Morgenthau) to the Secretary of State 

WasuinetTon, December 31, 1948. 

My Dear Mr. Srecrerary: This is to acknowledge receipt of your 
letter of December 29th enclosing telegram of December 23, 1943 
from Ambassador Gauss. I appreciate your sending me this tele- 
gram and have found it of considerable interest. 

™ Copy transmitted on the same date to the Secretary of War (Stimson). 

2 Telegram No. 2478, p. 482.
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I see that Ambassador Gauss is in agreement with the views ex- 
pressed in our Memorandum to the President, copy of which I sent 
to you in letter dated December 20, 1943. 

It would seem that no further steps can be taken regarding the 
Chinese request for a loan until we have received a reply to our 
Memorandum which, as you probably know, the President said he 
was going to forward to President Chiang Kai-shek. 

Sincerely yours, H. Morcentuan, JR.



AID TO CHINA UNDER THE LEND-LEASE PROGRAM A/ 

893.24/1482: Telegram 

The Ambassador in China (Gauss) to the Secretary of State 

CuuncKine, January 5, 1943—1 p.m. 
[Received 4: 57 p. m.] 

16. From Alsop, for Stettinius,? Lend-Lease. Orchard * only: Fol- 

lowing is summary of situation here based on careful explora- 

tion with General Stilwell, Dr. Soong, Embassy, other relevant 

authorities. 

1. Preparations now underway for Burma campaign to be launched - 

at specified date. These preparations plis requirements of Air Force 

are using evéry pound of every ton Air Transport Command can 

carry. Military pressure for space on air transports into China will 

increase geometrically until China operation finishes. With most 

minor exceptions none of our goods have slightest chance of being 

brought into China by air in wartime. 

9. Northwest highway via Iran, Russia and Sinkiang seems in- 

creasingly dubious means of bringing substantial quantities of goods 

into China. Adequacy of existing transport facilities through Iran | 

now in grave doubt. Chinese authorities taking position that in any 

case highway should primarily supply armies near Sian although 

prospect these will soon fight Japanese is most remote. Finally Gen- 

eral Stilwell privately informs me he will probably have to take for 

his own uses most trucks intended for northwest highway. 

3. Betting even, Burma offensive cannot be immediately initiated. 

Delay will entail further wait for monsoon season deferring action 

until January 1944. If begun tomorrow fighting will require several 

months and many months thereafter will be used in building or 

reconditioning approaches to Burma and Lashio and reconditioning 

Burma Road proper. 

Estimated minimum interval from initiation of offensive to delivery 

first goods in Kunming 10 months and 12 more probable. Moreover 

1 Continued from Foreign Relations, 1942, China, pp. 573-590. 
The operation of Lend-Lease was a function of the Lend-Lease Administration 

and the role of the Department of State was one of consultation. The documents 

here published, therefore, show only some aspects of Lend-Lease aid to China. 

2 Joseph W. Alsop, Jr., Chief of Lend-Lease Mission to China. 
° Hdward R. Stettinius, Jr., Lend-Lease Administrator. 
* John E. Orchard, Senior Assistant Administrator, Lend-Lease Administration. 

5 Gen. Joseph W. Stilwell, Commanding General, United States Army Forces in 

China, Burma, and India. 
‘TV, Soong, Chinese Minister for Foreign Affairs. 
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operation of road will be wholly in Army hands and General Stilwell 
is unshakably determined to carry in nothing not of direct military 
value. He asserts road will be inadequate supply line even with most 
stringent restrictions. 

4. Under circumstances feel strongly that reconsideration of our 
China program is urgently desirable. Many items intended for 
wartime use in China cannot possibly be imported. Conversely have 
learned of need for certain categories of items which will be approved 
for wartime importation and should be sponsored by Lend-Lease but 
are not in program. Had hoped carry work through primary stages 
here with aid of data requested in my number 1539, December 237 
but am now fully convinced this impossible owing my lack background 
and almost total ignorance of all civilian Lend-Lease projects among 
General Stilwell’s staff. Moreover feel questions of policy involved 
too serious and farreaching for me to handle without prior consulta- 
tion with you. Think satisfactory policy can be laid_ down and ma- 
chinery_organized to implement it with reasonable ease after con- 
sultation but consider consultation absolutely necessary prerequisite. 

5. Therefore convinced should return promptly to Washington for 
consultation. Have talked with Doctor Soong, General Stilwell and 
Embassy and all agree this is wisest course. Doctor Soong has offered 
me place in his plane if he returns soon. Impossible summarize situa- 
tion adequately in cable but earnestly hope you will accept my recom- 
mendation. In any case am positive usefulness here nil until after 
Washington talks. Consequently trust response will be early and 
favorable. Also request authority return by Army transport if Doc- 
tor Soong’s departure delayed as his plans most indefinite. Regards. 
[ Alsop. | 

GAUSS 

893.515/1545b : Telegram 

Lhe Secretary of State to the Ambassador in China (Gauss) 

WasHINGTON, January 5, 1943—4 p. m. 
24. For Adler * from the Secretary of the Treasury.® 
Part I. - 

1. Mr. Hsi Te-mou*° called on the Treasury on December 29, 1942 
regarding the possibility of lend-leasing silver to China for coinage 
purposes. He said that he had been instructed by Dr. Kung ™ to raise 
this matter with the Treasury. 

" Not printed. 
‘Solomon Adler, American alternate member of Chinese Stabilization Board. 
* Henry Morgenthau, Jr. 
* Representative of Chinese Minister of Finance on mission to United States. 
“H. H. Kung, Chinese Minister of Finance,
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2. The Treasury and other interested agencies have been consid- 
ering the possibility of lend-leasing silver to members of the United 
Nations for coinage purposes. The terms on which the United States 
would be willing to lend-lease silver have not yet been completely 
determined but it is probable that the lend-leased silver will have to 
be returned on an ounce-for-ounce basis within a fairly reasonable 
period after the war. The lend-leasing of silver to members of the 
United Nations for coinage purposes is designed chiefly to overcome 
difficulties created by the presence of large numbers of American 
troops in certain countries. 

3. Mr. Hsi was informed that the Treasury felt that under present 
circumstances the lend-leasing of silver would not seem to be practical 
and feasible largely because of shipping and minting difficulties in- 
volved. The United States minting facilities are already overtaxed 
and the trend here is to decrease as much as possible the minting of 
coins requiring silver and other metals needed for the war effort. 

4, Please inform Dr. Kung of the above. 
Part IT. For your information, the consideration[s] which guided 

the Treasury in coming to the above conclusion on lend-leasing silver 
_to China were: | 

1. In order to have any effect on the situation in China, China would 
probably require very large amounts of silver. This raises problems 
both as to shipping the silver and minting the silver into coins. 

(a) It is difficult to see how, under present conditions, large ship- 
ments of silver could be arranged. 

(6) It is presumed that most of the minting would have to be done 
in the United States. Our minting facilities are already overtaxed. 
Furthermore, the minting of silver coins requires alloys which are in 
short supply at present and the trend here is to decrease as much as 
possible the minting of coins requiring metals needed for the war 
effort. 

2. It is likely that any coins released for circulation in Free China 
would practically immediately go out of circulation into hoarding. 
Furthermore, it could be expected that the silver content of the coins 
would soon be worth more than their face value, and, therefore, the 
coins would be melted down for their silver content. Unless coins 
were issued in very large amounts, it could not be expected that the 
hoarding of such silver coins would have any appreciable retarding 

effect on the rise in prices. 
3. The lend-leasing of silver would require a special arrangement : 

and could not be done under the existing lend-lease agreement.” 
4, China would have to return the silver on an ounce-for-ounce 

basis after the war. Of course, there is the possibility that China 

3 Signed at Washington, June 2, 1942, 56 Stat. 1494; see also Foreign Relations, 
1942, China, pp. 566 ff.
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could purchase silver after the war to meet any obligation incurred 
under such an arrangement, but there is no guaranteeing what price 

she would have to pay for such silver. 
5. In certain countries, such as Australia, the presence of large 

numbers of American troops, coupled with the increased need for 
coins because of increase in production and rise in national income 
has led to shortages of coins which threaten to diminish the economic 

capabilities of such countries. It is presumed that China does not 

fall within this category. [Morgenthau. ] 
Hon 

893.24/1541 

Memorandum by Mr. Troy L. Perkins of the Division of Far Eastern 

A ffairs 

[Wasuineton,] January 22, 1943. 

AppItionaAL Recent STATEMENTS By PRroMINENT AMERICANS PROMIs- 

inc Arp anp Maxine Oruer CoMMITMENTS TO CHINA 

Lieutenant General J. W. Stilwell: 

On July 2, 1942 General Stilwell sent the following telegram to 
Mr. Paul G. Hoffman, National Chairman of United China Relief, 

New York City: 

“T have seen the Chinese fighting and I have heard them talking 
about America. And in their bitter, relentless struggle I know how 
much they are looking to us Americans for our help and support and 
encouragement. Some of our men are fighting in China now and 
more will be coming. Some of the planes and guns Americans are 
making now will be used by Chinese on Chinese soil.” 

Mr. Lauchlin Currie: ® 

In an address at Chungking before the Chinese-American Institute 
of Cultural Relations on July 30, 1942, Mr. Currie, Administrative 
Assistant to the President, according to press reports, said: 

“Japan knows and fears our ability to fulfill our pledge to deliver 
to China’s veteran armies and experienced generals the striking power 
that will turn your long and glorious war of resistance into the offen- 
sive campaigns that lead to final victory. 

“With that pledge I can fittingly close for the pledge was given by 
President Roosevelt himself when he said, ‘I want to say to the 
gallant people of China that no matter what advances the Japanese 
may make ways will be found to deliver airplanes and munitions of 
war to the armies of Generalissimo Chiang Kai-shek.’ ” “4 

** Administrative Assistant to President Roosevelt on a mission to China. 
* President of the Chinese Executive Yuan (Premier).
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Department of State: 

The statement released to the press by the Department of State on 

August 12, 1942 on the subject of India begins: 

“The following statement of this Government’s policy has been made 
a part of the orders to the American military forces in India: 

“ ‘1, The sole purpose of the American forces in India is to prosecute 
the war of the United Nations against the Axis powers. In the prose- 
cution of the war in that area the primary aim of the Government of 
the United States is to aid China.’ ” 

Mr. Wendell Willkie: * 

In a speech to a mass meeting of teachers and students of nine 
universities in Chengtu, China on the campus of the West China 

Union University on October 2, 1942, Mr. Willkie, according to the 

Chinese Central News Agency, said: 

“But may I say to you, who were the first to resist the attack of the 
aggressors: you have paid the full price for victory. Now we must 
take up the burden you have been carrying, we must help you fight, 
and we must help you to the limit of the resources of our country.” 

According to a Central News Agency report, Mr. Willkie in an 
address to 1,200 public functionaries undergoing training at the Cen- 
tral Training Corps at Chungking, on October 3, 1942, stated: 

“Since you have fought this war against aggression for five years, 
it is the duty we owe you to get the planes and the weapons to China 
as rapidly and as much as possible.” 

In a speech at a reception given in his honor by Chinese cultural 
organizations in Chungking on October 6, 1942, Mr. Willkie is re- 
ported by the Central News Agency to have stated : 

“After this war, China, America and all other nations that are 
willing to join will see to it that the people of different nations will 
live a free life without outside intervention. Not only that. Every 
nation must open up its resources for all other people, irrespective of 
race and creed. To that cause I dedicate my life and I call upon you 
cultural organizations to aim at such a good [goal?].”* 

According to the Central News Agency, Mr. Willkie in a radio 
broadcast to the Chinese people, made at the invitation of the Chinese- 
American Institute of Cultural Relations at Chungking on October 6, 
1942, said: 

“IT came to China .. .7 because in my judgment the hope or the 
failure of mankind in the coming centuries will be determined by 

4% Republican nominee for President in 1940, who visited China and other 
countries in behalf of the war effort in 1942. 

* Brackets appear in the original. | 
7 Omissions in this memorandum indicated in the original.
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whether or not those men who assume leadership have the wisdom, 
the vision and the imagination to solve the problems of the Great East 
in terms of human values, in terms of freedom, in terms of loss of 
empire and imperialism. America, great free America, which is 
pouring out its treasures, which is pouring out its resources to help 
all who fight with it, owes a much greater duty than merely the con- 
tribution of ammunition and armaments and airplanes to the people 
over here who have fought for five years. We owe much more than 
that. We owe the duty to join nations such as China to see this 
problem over here is worked out so that China can be completely 
free, so that other peoples who are now under domination can be 
completely free.” [Later in the speech Mr. Willkie said: “Although 
I have no authority to speak for all the people of the United States, 
I can speak for myself.’’] 18 | 

Mr. Willkie is reported by the Central News Agency to have said 
in a prepared statement issued to the press at Chungking on Octo- 
ber 7, 1942: 

“China and Russia ... each has engaged and held with heroic 
tenacity powerful and ruthless enemies. It is both just and wise 
for us to see to it that they secure an equitable share of our arms 
production. 

“We believe this war must mean an end to the empire of nations 
over other nations. No foot of Chinese soil, for example, should be 
or can be ruled from now on except by the people who live on it, 
and we must say so now, not after the war.” : 

Vice President Wallace: 

In a broadcast to China on United Nations Day (June 14, 1942), 
the following text was delivered as a message from Vice President 
Wallace to China: | 

“Our partnership with you, and with the other United Nations, 
goes beyond the necessities of winning the war. We look with clear 
eyes at the peace which must follow. We shall fight for a complete 
peace as well as for a complete victory. 
“We have confidence in each other because we know that we have 

a common goal—and we will reach that goal.” - 

In an address at the rally of the Congress of American-Soviet 
Friendship at Madison Square Garden, New York, on November 9, 
1942 Vice President Wallace said: | 

“Undoubtedly China will have a strong influence on the world 
which will come out of this war, and in exerting this influence it is 
quite possible that the principles of Sun Yat-sen will prove to be as 
significant as those of any other modern statesman.” | 

In a radio address on December 28, 1942 commemorating Woodrow 
Wilson’s birthday the Vice President said: | 

_ ™ Brackets appear in the original. | |
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“As territory previously overrun by the Germans and the Japs is 
reoccupied by the forces of the United Nations, measures of relief 
and rehabilitation will have to be undertaken. Later, out of the ex- 
perience of these temporary measures of relief, there will emerge the 
possibilities and the practicabilities of more permanent reconstruction. 

“ ,.. We must recognize, for example, that it is perfectly justi- 
fiable for a debtor, pioneer nation to build up its infant industries 
behind a protective tariff. ... | | 

“ ... The United Nations must back up military disarmament 
with psychological disarmament—supervision, or at least inspection, _ 
of the school systems of Germany and Japan, to undo so far as pos- 
sible the diabolical work of Hitler ‘° and the Japanese war lords in 
poisoning the minds of the young.” 

President Roosevelt: 

In his annual message to Congress (78th Congress) on January 7, 
1943 President Roosevelt stated : 

“And in the attacks against Japan we shall be joined with the 
heroic people of China, that great people whose ideals of peace are 
so closely akin to our own. Even today we are flying as much Lend- 
Lease material into China as ever traversed the Burma Road, flying 
over mountains 17,000 feet high, flying blind through sleet and snow. 

“We shall overcome all the formidable obstacles and get the battle 
equipment into China to shatter the power of our common enemy. 
From this war China will realize the security, the prosperity and 
the dignity which Japan has sought so ruthlessly to destroy. 

“The period of our defensive attrition in the Pacific is drawing to 
a close. Now our aim is to force the Japanese to fight. Last year 
we stopped them. This year we intend to advance.” 

Lend-Lease Administrator I’. RB. Stettinius, J7.: 

In a report to the Congress on January 25, 1943, on Lend-Lease aid, 
Lend-Lease Administrator Stettinius said: 

“We have now taken measures which are considerably increas- 
ing... plane shipments and we shall also find other means to get 
to China the arms she needs.” 

President Roosevelt: ~ 

According to newspaper reports of the press conference held by 
President Roosevelt following the end of the Casablanca conference 
on January 24, 1943,?? among the decisions reached at the conference, 
as stated by the President, were extension of assistance to China, and 
prosecution of the war in the Pacific in order to end Japanese aggres- 
sion for all time. 

* Adolf Hitler, German Chief of State, Ftihrer, and Chancellor. 
*® The records of the Casablanca Conference are scheduled for publication in a 

subsequent volume of Foreign Relations.
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898.24/1527a: Telegram 

The Secretary of State to the Ambassador in China (Gauss) 

WASHINGTON, February 10, 1948—10 p. m. 

911. 1. A radio transmitter requested by the Chinese in November 
1941 under Lend Lease and approved by the appropriate agencies of 
this Government has been completed and is ready for shipment. 
During the latter part of 1942 the question of diverting this trans- 
mitter for the use of agencies of this Government arose. At that 
time inquiry was made of Dr. Alfred C. Sze,?! in the absence of Dr. 
Soong, in regard to the importance attached by the Chinese Govern- 
ment to this equipment. Dr. Sze informed the Department that the 
transmitter was intended for use partially for broadcasting within 
China and also to maintain continuous communication with the 
United States and that the need for the transmitter was both im- 
portant and immediate. These and other factors were given careful 
consideration by the appropriate departments of this Government, 
including the War Department, and it was unanimously agreed that 
this equipment should not be diverted but be shipped to Chungking 
with as little delay as possible. The Department has now been in- 
formed that in a message dated January 26 received by the War 
Department, General Stilwell stated that shipment of this equip- 
ment, which he referred to as a psychological warfare radio trans- 
mitter, would mean the abandonment of various vital projects and 
he strongly recommended, in view of air transport limitations, the 
indefinite postponement of the shipment until such time as land 
communications are reopened. 

2. While the Department is fully aware of the limitations imposed 
on the shipment of supplies by air and of the consideration that other 
supplies may be more vital and necessary, it believes, in view of the 
delicacy at the present time of the question of the shipment of sup- 
plies to China, that it would be advisable, if the Embassy perceives 
no objection, to bring to the attention of Dr. Soong or to a member 
of the Generalissimo’s staff the difficulty of shipping this transmitter 

into Chungking in the immediate future in view of the considerations 
mentioned by General Stilwell. It is also suggested that the Embassy 
ascertain whether the transmitter is urgently needed, the relative 
importance attached by the Chinese authorities to this equipment and, 
having in mind the Embassy’s 845, July 16, 1942, 10 a. m.,?? the 
purpose for which the Chinese intend to use it. 

3. It is suggested that before taking this matter up with Dr. Soong 
or other Chinese officials you discuss it with General Stilwell and 

71 Sao-ke Alfred Sze, former Chinese Ambassador in the United States. 
* Foreign Relations, 1942, China, p. 584.
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that he be informed of the history of the matter here, the effort made, 

the decision arrived at, and the Department’s present suggestion and 

the reasons therefor. 
Please report developments and make such comment as you may 

desire. 
Hum 

893.24/1527a ;: Telegram 

T he Secretary of State to the Ambassador in China (Gauss) 

W asHineton, February 11, 1943—6 p. m. 

212. Department’s 211, February 10, 10 p. m. in regard to radio 
transmitter. Department is now in receipt of a communication from 
the Munitions Assignment Committee stating that in view of General 
Stilwell’s recommendation that shipment of transmitter be postponed 
to the indefinite future, the Committee has unanimously recommended 
to the Munitions Assignment Board that assignment of the trans- 
mitter to China be cancelled; that the Chief Signal Officer retain con- 
trol of this equipment but be instructed to permit the Office of War 
Information to use transmitter until such time as further action 1s 
taken by the Committee in regard to assignment to China; and that 
when shipping is available to Chungking reconsideration be given by 
the Committee to matter of assignment of transmitter to Chungking. 

Unless you perceive urgent reasons for discussing the question of the 
radio transmitter with General Stilwell and Chinese officials the De- 
partment desires, in view of the foregoing, that this matter be held in 
suspense pending Dr. Soong’s return to Washington. 

HULi 

893.24/1572 

Memorandum of Conversation, by Mr. Alger Hiss, Assistant to the 
Adviser on Political Relations (Hornbeck) 

[Wasuineron,| February 12, 1943. 

Participants: Mr. Ray of Lend-Lease; 
Mr. Stanton; ?° 
Mr. Hiss. 

Reference: attached copy of a Lend-Lease memorandum which Mr. 

Ray left with me today.** 

3 Hdwin F. Stanton, Assistant Chief of the Division of Far Eastern Affairs. 
** Not printed.
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With particular reference to item 4 (a) Mr. Ray stated that he had 
been informed yesterday by the Air Transport Command that the 
schedule for large increases in air freight capacity on the Chinese- 
India run in 1943 has already been postponed for three months. Spe- — 
cifically he said that it had been planned beginning in March to send 
to India 10 transport planes a month. This has now been postponed 
until June. Mr. Ray said that he believed additional whittling down 
of the proposed schedule was under consideration. In discussing this 
matter with Mr. Stanton and me Mr. Ray said that he thought that a 
letter from this Department to the Secretary of War on the subject 
might be helpful and that he thought the Department could verify his 
statements by conferring with Colonel Mason of the Air Transport 
Command who, he believed, would not hesitate to inform the Depart- 
ment of the above developments. Mr. Hornbeck, who came in for a 
moment while Mr. Ray was present said, in this connection, that he 
thought consideration of this whole matter would now have to await 
General Arnold’s * return to this country. 

Without further reference to item 4 (a) Mr. Ray said that the sup- 
plies he had in mind included arsenal material, actual munitions, spare 
parts for motor vehicles and the like. It might well also include, he 
said, items in which the Chinese expressed special interest such as the 
radio transmitter which has been the subject of recent consideration. 
Many of the supplies he has in mind are, he said, already in India. 
In answer to questions, Mr. Ray seemed to indicate that, short of 
consultation with Dr. T. V. Soong upon Dr. Soong’s arrival in this 
country, there is no way of being sure that we know what items the 
Chinese wish assigned priority. He agreed that there are in general 
three important categories of supplies which the Chinese themselves 
desire to have flown into China: (1) supplies which General Stilwell 
considers essential for his planned offensive in Burma; (2) supplies 
needed for maintaining and increasing the activities of General Chen- 
nault’s air force in China and (3) Lend-Lease supplies destined for 
the Chinese themselves. So far as Mr. Ray knew there is no authori- 
tative indication as to the proportion of total air freight space which 
the Chinese desire to be accorded to each of these three categories of 
supplies. Presumably the Chinese want more space for each of the 
three. However, when the issue is one of relative priority as between 
these three categories, it is probable that only Dr. Soong or the Gen- 
eralissimo can speak with authority and in any particular case the 
authoritative views of the Chinese Government may likely raise deli- 
cate questions as to the appropriate jurisdiction in this field of various 
United States authorities such as General Stilwell, General Chen- 

* Henry H. Arnold, Commanding General of United States Army Air Forces.
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nault,2° the War Department, the Lend-Lease Administration, the 
Munitions Assignments Board and this Department. | 

893.24/1581 

Memorandum by the Adviser on Political Relations (Hornbeck) 

[WasHineron,| February 20, 1948. 

In his report of January 25, 19483 to the Congress of the United 
States, the Lend-Lease Administrator, Mr. Stettinius, made this 
statement : | 

“Aid to China 

“Lend-lease aid to China in 1941 was aimed especially at improving 
transport over the Burma Road. It resulted in more than doubling 
monthly tonnage carried over the route. Even then, however, trans- 
portation difficulties kept total shipments comparatively small. Fol- 
lowing the loss of Burma, shipments to China were reduced to a 
trickle, carried principally by cargo planes from India. We have 
now taken measures which are considerably increasing these plane 
shipments and we shall also find other means to get to China the arms 
she needs.” What, in the light of the fact that at the time when 
lend-lease program include some planes, most of them fighters and 
trainers, several thousand trucks and some ordnance, ammunition, 
gasoline, medical and miscellaneous supplies.” 

(Pages 39-40 of the official text.) 

Comment: Attention is called especially to the statement: “We have 
now taken measures which are considerably increasing these plane 
shipments and we shall also find other means to get to China the arms 
she needs.” What, in the light of the fact that at the time when 
those words were published and ever since, the American Government 
was and is still declining to send additional transport planes for serv- 
ice into China and to allocate trucks for service into China, are 
Americans and Chinese who are concerned with “deeds rather than 
words” and who know the facts to infer from these words ! 

S[ranuey] K. H[ornpecx | 

893.24/1548 ; Telegram 

The Chargé in China (Vincent) to the Secretary of State 

Cuunexine, March 15, 1948. 
[Received 12:10 p. m.]| 

369. Chinese press welcomes extension of Lend-Lease program and 
urges American Government to do its best to aid China despite trans- 

* Brig. Gen. Claire L. Chennault, commanding United States Air Task Force 
in China.
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portation difficulties. National Herald says value of Lend-Lease Act 
should not be appraised merely in terms of material supplies, for 
psychological effect has also been extremely beneficial. It is arranged 
under which United Nations are assisting one another both materially 
and spiritually. It is common knowledge that China has not been 
given aid commensurate with her requirements, a fact openly ad- 
mitted by Lend-Lease Administrator Stettinius, but there are now 
unmistakable indication[s] that United States will lose no time in 
rushing aid to China. One sign is formation of Fourteenth Air Force 
under General Chennault which indicates that more American planes 
will be sent to China to attack Japanese invaders and Japan proper. 

Hsin Min Pao states that in view of American plane production 
capacity increasing air freight service to China should present no 
outstanding difficulties and that while China appreciates enthusiasm 
and eagerness of American Government and people to aid China she 
hopes that more concrete steps may be taken to overcome trans- 
portation difficulties. 

VINCENT 

893.24/1556 : Telegram | 

The Chargé in China (Vincent) to the Secretary of State 

CHUNGKING, March 20, 1943. 
| Received 9:44 a. m. | 

410. Ta Kung Pao strongly supports statement by Dr. T. V. Soong 
at’ Lend-Lease Act?’ anniversary luncheon that problem of Lend- 
Lease aid to China is essentially one of more transport planes. 
Editorial states China has made valuable contributions to Allied war 
effort and to American national defense in her war of resistance; 
that China has not received amount of Lend-Lease aid to which she 
is entitled; that gratification is felt at popular demand in United 
States for greater aid to China although no improvement has been 
made so far; that it is easier to provide transport planes than to 
recover Burma and reopen highway; and that responsibility for piling 
up of Chinese supplies in India does not lie with China or difficulty 
in transportation but with failure of United States to send adequate 
transport planes and to utilize fully Sino-India air route. 

VINCENT 

*" Approved March 11, 1941; 55 Stat. 31.
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893.24 /1655 

The British Embassy to the Department of State 

Arpr-M=MorrE 

His Majesty’s Government in the United Kingdom are most anxious 
to do all in their power to assist the Chinese Government to obtain 
the non-military supplies which they require in order to maintain their 
war effort and have lately been considering whether there were any 
steps which could usefully be taken to facilitate the flow of such 
supplies to China. Hitherto the difficulties of transportation have 
greatly limited the amount of non-military supplies which it has been 
possible actually to deliver to China. However the increase in the 
carrying capacity of air transport between India and China and the 
prospect that it may at a not too distant date, be possible to deliver 
up to 1,700 tons of goods by the overland route, should, it is to be 
hoped, enable appreciably larger quantities of such stores to reach 

China in the future. 
In any case it is to be anticipated that the Chinese authorities, en- 

couraged by the prospect of improved methods of transportation, 
will endeavour to obtain very considerable quantities of non-military 
stores from the United States and to a lesser extent from the United 
Kingdom and other sources of supply. It will, however, be some 
time before the transportation position can be improved to any very 
appreciable extent and indeed, until a radical change in the military 
situation takes place it is to be feared that transportation facilities 
will always be inadequate to carry all the non-military supplies which 
the Chinese Government would wish to obtain. 

In these circumstances, His Majesty’s Government feel that it is 
very desirable that some kind of machinery should be set up with the 
object of ensuring that the delivery of Chinese goods to India (where 
there are said to be at the moment 75,000 tons of Chinese supplies 
lying awaiting transport) should be appropriately related to the 
capacity for on-carriage to China. Otherwise there is the risk of 
serious congestion and disorganisation occurring and of goods de- 
teriorating through lack of storage space. His Majesty’s Govern- 
ment also think it would be very helpful if some machinery were 
established which would make it easier to ensure that the goods 
actually procured for and furnished to China were those best calcu- 
lated to be of immediate value. For example, 100 tons of spare parts 
or of scarce materials to enable Chinese industrial plants to continue 
operations might be of greater benefit to China than the shipment of 
a far larger quantity of finished goods. Finally, some machinery 
seems necessary to ensure that supplies agreed to be furnished to 
China from the United States or the United Kingdom are made avail-
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able and delivered in order of importance and urgency. His Maj- 
esty’s Government feel that the creation of some such machinery 
would not only be of great assistance to the Chinese Government, 
but would also be of real value to the United States and United King- 
dom Governments, in that it would assure the co-ordinated placing 
of orders in the two countries and would facilitate the economical 
use of their production and shipping resources. 

With this object, His Majesty’s Government suggest the early 
setting-up of an Anglo-American “screen” at Chungking, consisting 
of one United States officer and one British officer—possibly from 
their respective Embassies—who would have the right to co-opt 
others as necessary. The Chinese Government would of course be 
represented on this body. Their representation could either be di- 
rect or through a liaison officer. This “screen” would, in fact, closely 
resemble the British-American-Co-ordinating Committee at Ankara 
and it is suggested that the procedure adopted in the case of Turkey 
should be followed as far as is practicable. All Chinese require- 
ments of non-military supplies from abroad, except those from the 
U. S. S. R., but including those from India, should be notified to 
the proposed body for “screening”. Orders approved by the “screen” 
would be submitted simultaneously to Washington and London. The 
authorities in London would await the comments of the United 
States authorities before arranging any procurement action as far 
as they were concerned. 

It would, of course, be essential that the Chinese Government 
should approve of the setting-up of the “screen” and should agree 
to co-operate in the proper procedure. It is to be hoped, however, 
that they would be prepared to agree since this proposal would pro- 
vide the means whereby early recognition could be given to their 
essential current and future needs and arrangements made to ensure 
proper priority being given to their most urgent requirements. 

If this proposal is acceptable to the United States Government in 
principle, it would of course be necessary for the British and American 
authorities to work out the detailed instructions and terms of refer- 
ence for the Chungking “screen”. Its primary purpose would, how- 
ever, be, as explained above, to control production of non-military 
supplies to China so as to ensure that the delivery of goods to India 
was related to the onward transport capacity and that the goods were 
delivered in order of their importance to the Chinese war effort. 

His Majesty’s Government trust that these proposals will com- 
mend themselves to the United States Government and that the 
latter will be prepared to join with them in making the appropriate 
representations to the Chinese Government. =| 

Wasuineton, July 27, 1948. | a



LEND-LEASE AID 505 

893.24 /1688 

Memorandum by the Assistant Chief of the Division of Far Eastern 
Affairs (Vincent) to the Assistant Secretary of State (Acheson) 78 

[Wasnineron,| September 15, 19438. 
Mr. Acurson: At the meeting held in your office on September 8, 

attended by Mr. Van Buskirk and Mr. Ray of Lend-Lease and 
Mr, Hiss, Mr. Kermit Roosevelt *° and myself, you will recall that 
there was some discussion of the political considerations involved in 
the proposals made by Mr. Van Buskirk and Mr. Ray for placing 
our program for Lend-Lease aid to China on a more stable and 
effective basis. Mr. Van Buskirk’s proposal that Lend-Lease for 
China be placed upon a contractual basis analogous to the protocol 
we have with the U.S.S.R. was discussed but it seemed to be the 
consensus of those present that a protocol for China Lend-Lease 
was not advisable. The point was made that an attempt at this 
time to fix Lend-Lease aid for China in a protocol might result in 
dissatisfaction on the part of the Chinese in as much as the aid that 
could be promised on a contractual basis would probably fall below 
present Chinese expectations. 

Mr. Ray then suggested formation of a committee of ranking offi- 
cials whose duty it would be to review Lend-Lease aid for China in 
the light of such factors as transportation facilities to China, priori- 
ties, aid from other sources, requirements of our own military au- 
thorities, and political considerations bearing upon our relations with 
China, and on the basis thereof to reach conclusive decisions. The 
committee would include officials of the State and War Depart- 
ments and of Lend-Lease, possibly under the chairmanship of Mr. 
Hopkins.** | 

The discussion developed the point that Lend-Lease had encoun- 
tered and was encountering considerable difficulty in obtaining clear- 
ance for specific items of Lend-Lease aid to China through the War 
Department; that in numerous instances it was necessary, in order 
to overcome War Department opposition regarding items which 
Lend-Lease was already committed to furnish China, to submit the 
cases to Mr. Hopkins for decision. The purpose of the proposed 
committee would be to act somewhat as an advance clearing house 
for a program of Lend-Lease aid to China. It was felt that it 
might be possible to have the War Department. committed in advance 

* Initialed by Mr. Laurence HR. Salisbury, an Assistant Chief of the same Division, and concurred in by the Adviser on Politica] Relations (Hornbeck). 
* Arthur B. Van Buskirk, Deputy Lend-Lease Administrator. 
*” Assistant to the Assistant Secretary of State (Acheson). 
* Harry L. Hopkins, Special Assistant to President Roosevelt and Chairman of Munitions Assignments Board, United States and Great Britain.



506 FOREIGN RELATIONS, 1943, CHINA 

to a schedule of aid to China which would simplify the problems of 

Lend-Lease. 
It is recalled that during the discussion you expressed the opinion 

that one of the primary functions, if not the principal function, of 
the proposed committee would be to weigh political considerations 
against military and related considerations and, where there was a 
conflict, to make decisions which, while taking into account the atti- 

_ tude of the War Department, would be based upon broad policy. 
It is believed that a continuance, and when possible an augmenta- 

tion, of Lend-Lease aid to China along the lines of the program 
worked out by Lend-Lease is good policy. The amount involved is 
not of sufficient magnitude, it seems, to prove an embarrassment to 
our own military program. It is admitted that, until broader avenues 
of approach to China can be opened, the amount of Lend-Lease we can 

send to China will not have a substantial material effect upon the 
existing situation in China. However, the psychological effect of 
continued aid to China is important and worthwhile (the psychologi- 
cal effect of a reduction in Lend-Lease aid to China would be dis- 
tinctly adverse). The economic situation in China is admittedly 
grave. Chinese confidence in our willingness to aid China in every 
way practicable goes a long way toward bolstering Chinese morale 
on the political and military fronts as well as on the economic front. 

It is believed that the political considerations involved in our Lend- 
Lease aid to China are of sufficient importance to warrant the active 
support of this Department in furthering any sound proposal which 
the Office of Lend-Lease may advocate to maintain and augment the 
procurement of supplies for China. The suggested committee to 
review and make conclusive decisions with regard to Lend-Lease aid | 
to China appears to be a sound proposal and to be deserving of sup- 
port by the Department. 

893.24/1656a : Telegram 

The Secretary of State to the Ambassador in China (Gauss) 

WASHINGTON, September 16, 1948—6 p. m. 

1296. Department has received from British Embassy memorandum 
containing proposal to establish American-British-Chinese organiza- 
tion at Chungking to screen Chinese requirements for non-military 
supplies from all sources except Russia. It is contemplated that pro- 
posed organization would function along lines already established in 
Turkey and certain African Territories. Under this procedure, state- 
ment of essential non-military import requirements would be pre- 
pared by joint screening authorities at Chungking. This would be
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an agreed declaration of what was needed in China, but not a com- 

mitment as to what supplies could be made available. Statement 

would then be forwarded simultaneously to London and Washington 

for review by appropriate supply authorities. British recommenda- 

tions concerning sources of supply and total quantities to be made 

available would be transmitted to Washington, where final program 

would be determined in agreement with representatives of Combined 

Boards. 
Purpose of this procedure would be (1) to correlate delivery into 

India of goods destined to China with capacity for further trans- 

portation to China; (2) to make certain that supplies actually pro- 

vided for China are those most urgently needed and that they are 

made available in order of their importance; (3) to ensure full co- 

ordination of orders placed in the United States and Great Britain 

to meet Chinese requirements. British have suggested that American 

and British members of joint organization might be appointed from 

respective Embassies, with authority to select others as necessary. 

Lend-Lease Mission to be attached to General Stilwell’s headquarters 

will soon proceed to China, and arrangements would contemplate 

full cooperation between Mission and screening organization. Lend- 

Lease has recommended that its mission constitute American repre- , 

sentation in screening group. British note also states that repre- 

sentation of Chinese Government on screening group might be direct 

or through liaison officer. 

It is appreciated here that screening activities would have to be on 

restricted scale for some time, since transportation capacity is so 

limited. It is opinion of Department, Lend-Lease and Munitions As- 

signment Board that proposal warrants most careful consideration. 

We should appreciate your full comments, after consultation with 

General Stilwell or appropriate American military authorities. A 

prerequisite would of course be that Chinese Government approve the 
plan and cooperate in establishing appropriate procedure, but you 
should not discuss proposal with any representatives of Chinese Gov- 

| ernment until final American decision has been made and communi- 

cated to British Embassy here. Please telegraph comments. 
Hui. 

[In connection with the telegram printed supra, Mr. Hornbeck, the 
Adviser on Political Relations, wrote the following memorandum on 

September 13, 1943: 

“T am initialing this proposed telegram for the reason that it is 
an expression of an opinion of the Department. I wish, however, to 
make record again of my view that so long as this Government and 
the British Government decline to admit the Chinese to a membership 

332545—57——338
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or an effective representation on the Munitions Assignment Board, the 
procedure of assigning munitions, etc. to China is going to continue 

: to be a source of suspicion and cause of resentment to the Chinese, is 
going to be regarded by the Chinese as an evidence that we and the 
British do not wish or intend to treat China as a full partner in the 
war effort, is going to impede our effort to get maximum of coop- 
eration from the Chinese, and is going to add straws to the diplomatic 
burden which is piling up in the political field and which will have 
to be carried in our relations with China in the postwar period. It 
would be a good deal easier to reason with the Chinese about the 
problem of distribution of munitions were the Chinese represented 
on the Board than it has been[,] is or will be while the Chinese are 
not there represented.”’] 

893.24/1689 

Memorandum by the Deputy Lend-Lease Administrator (Van 
Buskirk) to the Assistant Secretary of State (Acheson) 

WASHINGTON, September 20, 1943. 

1. Lend-lease aid has been repeatedly promised by the President, 
“despite all odds to the Chinese armies and the Chinese people.” 
The Lend-Lease Administration has considered these promises as 
constituting a political as well as a military commitment. 

2. When Lend-lease operations began, a broad program of military 
and non-military aid was scheduled for delivery via the Burma Road. 

The loss of the Burma Road made it necessary to reduce (1) procure- 
ment programs, (2) existing inventories and (3) shipping schedules 

| to China. Such reductions properly impinged more: heavily on the 
non-military than on the military portion of the program. 

8. Military Lend-lease aid to China, since the establishment of the 
Stilwell Command, has consisted of supplies consigned to the Com- 
manding General, USAF, CB&I, “for transfer to the Republic of 

China,” at his discretion and subject to his continuing supervision 
over use. This arrangement respecting military aid to China has 
been accepted by the Chinese, despite their understandable preference 
for treatment similar to that accorded the United Kingdom and 
Russia. 

4, The non-military Lend-lease program consists of supplies requi- 

sitioned by China Defense Supplies, Inc. through the Lend-Lease 
Administration, consigned directly to Chinese authorities and trans- 
ferred to them for their unsupervised use upon receipt. Included in 
this category are transport equipment for other than military opera- 

\|. tional use, and raw materials, equipment, and supplies FOF direct on 

indirect munitions productionin China. To the extent that actual or
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anticipated receipts of such materials provide tangible evidence of 
American support of the peculiarly Chinese war effort, they mani- 
festly contribute to the confidence of the Chinese people in their own 
political and military leadership. 

5. The reduction of the non-military Lend-lease program follow- 
ing the fall of Burma involved : 

(a) placing of all transit stocks of China Lend-lease goods in 
India in U. g Army custody, subject to diversions for U. S. Army or 
Indian use. 

(6) commandeering for U. S. Army and Navy use of virtually all 
existing stocks of China Lend-lease materials awaiting shipment from 

e U.S. 
_ (¢) the suspension and subsequent cancellation of virtually all pro- 
curement operations then in progress. 

6. This contraction in the OLLA * program has been accompanied 
by the development of an increasingly critical attitude on the part of 

the War Department towards the continuance of any non-military 
Lend-lease aid program for China. This attitude of the War Depart- 
ment is based on considerations (a) of short supply in the United 
States, and (6) of limited transport facilities into China. But even 
when supply is adequate, as in the case of Canadian ordnance, and 
transport is available, the attitude of the War Department is that 
equipment should be furnished directly to General Stilwell for use 
in China, and not directly to the Generalissimo. The War Depart- 
ment’s attitude on these matters is governed entirely by military 
considerations. ‘The Lend-Lease Administration feels that some non- 
military supplies should be furnished directly to the Chinese in ful- 
filment of a national political commitment, even though some military 
disadvantage may result. 

%. The basic reason for the War Department position in respect to 
the delivery of Lend-lease supplies directly to China appears to be 
mistrust of Chinese efficiency in handling supplies made available 
to them without close supervision. Such mistrust, however well 
grounded, is manifestly derogatory te-China’s-sovereignty. To the 
extent that such mistrust works to prevent the transfer to China of 
otherwise needed, available, and deliverable supplies, it serves to 
nullify the commitments contemplated in our over-all relations with 
China and more specifically contained in our Master Lend-Lease 
Agreement with China. 

8. Since the fall of Burma, the Lend-Lease Administration has 
undertaken : | 

* Office of Lend-Lease Administration.



510 FOREIGN RELATIONS, 1943, CHINA 

(a) to maintain in India a reserve stock of non-military supplies 
urgently needed and wanted for use in China by the Chinese them- 
selves, ready for delivery to China as transport facilities improve. 

(b) to support the Chinese development of the Northwestern 
Highway supply route. 

(c) to support such expansion of air transport facilities into and 
within China as will permit continued deliveries of at least some 
non-military supplies for use in China by the Chinese. 

(d) to sponsor and expedite the delivery of automotive spare parts 
and equipment required to service Chinese internal transport facilities 

(e) to continue procurement of severely restricted quantities of other 
non-military supplies (1) not already represented in India stockpile 
and (2) so urgently needed as to command high priority for early 
delivery to China. 

(f) to plan increased procurement and forwarding of needed non- 
military equipment upon the development of transport facilities avail- 
able for the movement of such supplies. Such plans encompass the 
provision of additional transport equipment, munitions chemical 
plants, power plants, oil refinery equipment, container manufacturing 
facilities, machine tools, and other items which have had to be deferred. 

9. In these undertakings the Lend-Lease Administration has dif- 
fered with the War Department in its analysis of the problem and a 

number of issues have been resolved only through appeal to the Presi- 

dent either by the Chinese themselves or by OLLA. The frequent 

need for direct appeal to the President discredits the efficiency of the 

established routine relations between U. S. and Chinese supply 

agencies. 
10. As intimated previously, the endeavors of the Lend-Lease Ad- 

ministration are based on political considerations and political pledges. 

These considerations are, however, ill-defined and urgently in need of 

authoritative review. 
The State Department negotiates the basic agreements with China 

setting the terms of Lend-lease aid. The Lend-Lease Administration 

has regularly consulted the Department on all specific problems in 

which emphasis on political factors appears pertinent to the considera- 
tion of proposed China programs by the various agencies of the U. 8. 
Government. Such consultations, however, have not been of such a 

character as to enable the State Department to review in a compre- 
hensive manner the overall political implications of the non-military 

Lend-lease aid program for China. But even a comprehensive study 
of the State Department of the political considerations involved in 

Lend-Lease aid to China would not by itself provide the Lend-Lease 

Administration with a workable charter, for the State Department 

will not review any War Department decisions or actions based on 

purported military considerations. The War Department corre-
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spondingly regards political considerations as not germane to its 
military program in the China Theatre, and modifies its supply de- | 
cisions respecting China to conform with political commitments only 
under specific directives from the White House. 

11. There is thus a need for the creation of an agency, perhaps in 
committee form, to be established with a directive from the President 
to review, in the light of both political and military considerations, 
the present status of our Lend-Lease program for China. Such a 
committee might be directed to prepare recommendations concerning 
the extent and nature of the non-military aid, if any, which should 
and can be undertaken during 1944 to the National Government of the 
Republic of China, apart from the Army Supply Program schedule 
of matériel for consignment to General Stilwell. Should such recom- 
mendations commend themselves to the President, this same commit- 
tee might well be charged with the implementation of these recom- 
mendations in some such manner as the President’s Soviet Protocol 
Committee operates. Whether the program adopted by the Com- 
mittee should be communicated in full to the Chinese as a detailed 
and specific commitment implementing our unfulfilled general com- 
mitments, or whether its individual actions should be reported to them 
from time to time, is a matter which can be left for later decision. 

12. The quantity of non-military supplies than [that?] can be de- 
livered to China during 1944 appears likely to be small, possibly not 
exceeding 50,000 tons. Approximately this quantity of goods will be 
in stock in India for China Lend-lease account before the end of 1943. 
Present tentative plans of the Lend-Lease Administration call for 
maintaining approximately this level of supplies, by holding the ratio 
of new forwardings from the U. S. to the rate of deliveries to China 
by air and overland. 

Past experience leads the Lend-Lease Administration to anticipate 
opposition from the War Department to the carrying out of even so 
modest a program. And there are certain classes of equipment, known 
to be urgently needed in China, the delivery of which to China in 1945 
requires advance scheduling decisions before the end of 1943. Certain 
of these equipment projects represent attempted cash purchases by 
the Chinese Government in the United States; others are long deferred 
Lend-lease projects at one time favorably considered by the Lend- 
Lease Administration. An over-all review of such projects now, in 
the light of all pertinent political and military considerations, could 
lead to timely decisions which would at once remove Chinese uncer- 
tainties and permit orderly American planning. 

ARTHUR B. Van Buskirk
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893.24/1660 : Telegram 

The Ambassador in China (Gauss) to the Secretary of State 

CuHuNnGEING, September 23, 1948—2 p. m. 
[ Received September 24—2: 52 a. m.| 

1790. Department’s 1296, September 16. This matter was dis- 
cussed by Atcheson * with General Stilwell on September 2. Among 
the questions which arose were the following: 

(1) What is the motivating purpose of the British suggestion, espe- 
clally in the light of the comparatively meagre amount of British 
supplies which have been and may be expected to be sent to China and 

(2) Would the proposed setup be definitely helpful in a practical 
way including the question would it be of concrete assistance to our 
military authorities here or would it on the other hand constitute 
merely another agency which would burden General Stilwell’s head- 
quarters with additional work such as conferences, correspondence, 
telegrams, etc. 

In connection with (1), Stilwell and we are of the opinion that no 
good political purpose is to be served by setting up any arrangement 
whereunder the American supplies coming to China might be classi- 
fied as “Allied” supplies. 

As regards (2), Stilwell feels that the organization would not be of 
concrete practical help to his headquarters and might indeed add to 
the headquarter’s work; that is, the Lend-Lease group is to be attached 
to his headquarters; in any case the screening of supplies could be 
effected without setting up an international organization so long as 
the Lend-Lease group maintains sufficient liaison with the appropriate 
British authorities to ensure that undesirable duplications in supply 
be avoided. 

Gauss 

893.24/1670 

Memorandum of Conversation, by the Under Secretary of State 
(Stettinius) 

[Wasuinaton,] October 11, 1943. 

The Chinese Ambassador * called today to pay his respects. He was 
very friendly, cooperative, and appreciative of what I have attempted 
to do for China in the past in the administration of Lend-Lease. 

He asked some questions about the Moscow conference and I ex- 
plained to him that it was impossible at this time to tell what will be 
discussed at the meeting. 

“ George Atcheson, Jr., Counselor of Embassy, then Chargé in China. 
* Wei Tao-ming.
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He asked a second time in this connection if matters pertaining to 
the Pacific would be discussed and I replied that no one could tell at 

this time. 
He informed me that Dr. T. V. Soong has arrived in Chungking. 

He was very complimentary of the manner in which I had spoken to 
the Chinese companies in San Francisco on my recent trip to the 

coast. 
E[pwarp R.] S[Terrinivs, JR. ] 

893.24/1687 

Memorandum by the Assistant Secretary of State (Acheson) to the 
Under Secretary of State (Stettinius) 

[WasuHineron,] October 14, 1943. 

Mr. Srerrinius: The attached memoranda from Mr. Van Bus- 
kirk, FEA,’ and Mr. Vincent of the Far Eastern Division in the 

Department ® refer to lend-lease aid to China. 
A lend-lease administration has always had great difficulty in ar- 

ranging for the transfer of non-military lend-lease goods to the 
Chinese. (Military lend-lease aid to China is consigned to General 
Stilwell who may transfer it to the Chinese Government at his discre- 
tion, retaining supervision over its use.) The difficulties limiting 
civilian aid to China arise not only from short supply and limited 
transport, but also, when supply is adequate and transport available, 
from the attitude of the War Department, which looks at the Chinese 
program purely in military terms. OLLA and the Department of 
State have been strongly of the opinion that, aside from military con- 
siderations, there are political factors of extreme importance which 
inust be taken into account. The War Department has frequently 
regarded these political considerations as of minor importance, and 
only under specific directives from the White House has it, in certain 
cases, modified its supply decisions concerning China to conform with 
political commitments. 
OLLA has therefore suggested the creation of a high ranking com- 

mittee, to be under the chairmanship of Mr. Harry Hopkins if possible, 
which would review the present status of our lend-lease program for 

China in the light of political as well as military considerations. This 
committee would prepare recommendations concerning the extent and 
nature of the non-military aid which should be provided to China 
during 1944, apart from the Army Supply Program Schedule of 

| Memorandum dated September 20, p. 508. 
* Foreign Economic Administration, which had taken over responsibility for 

Lend-Lease operations. 
8 Memorandum dated September 15, p. 505.
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Material to be consigned to Stilwell. If these recommendations are 
approved by the President, the committee could be charged with the 
implementation of the program, having much the same responsibility 
with regard to the Chinese program as the President’s Soviet Protocol 

Committee has with respect to the Russian program. 
This proposal has been approved by the Far Eastern Division and 

by General Burns.” If it meets with your approval, I suggest that 
you might wish to hold a meeting, to be attended by the appropriate 
people in OLLA and by General Burns, to consider the way in which 
this suggestion should be presented to the White House. 

Drawn ACHESON 

893.24/1655 

The Department of State to the British Embassy 

Aiwr-MMorre 

Reference is made to the Embassy’s atde-mémozre of July 27, 1943, in 
which it is proposed that machinery be set up at Chungking for joint 
screening of Chinese requirements of non-military supplies. 

The Government of the United States desires that the principle of 
joint screening be extended wherever practicable for the mutual bene- 
fit of the governments and areas concerned. This Government be- 
lieves the extension of this principle particularly desirable in several 
areas of the eastern hemisphere where it is not presently in full 
operation. 

It is, however, the opinion of this Government that the establish- 
ment of a formal organization at Chungking for this purpose should 
be postponed until such time as the transportation difficulties now 
encountered in supplying China’s needs may be more appreciably 
overcome. It is believed that this consideration is of great importance 
in assuring the future favorable reaction of the Government of China 
to any such procedure. 

The Government of the United States is prepared at all times to 
collaborate with the British Government in any steps which may use- 
fully be taken to facilitate the flow of supplies into China. With 
this end in view the proposal embodied in the Embassy’s atde-mémoire 
will continue to have the attention of this Government. 

Wasuineton, November 27, 1948. 

*® Maj. Gen. J. H. Burns, Executive Officer of Munitions Assignments Board, 
United States and Great Britain.



DIFFICULTIES OF UNITED STATES OPERATIONS IN 
CHINA DUE TO UNFAVORABLE EXCHANGE; NEGOTIA- 
TIONS WITH CHINESE GOVERNMENT REGARDING A 
REVERSE LEND-LEASE AGREEMENT 

893.24/1484 

Memorandum by Mr. Woodbury Willoughby of the Division of 
Commercial Policy and Agreements 

[WasHineton,] November 21, 1942. 

For the past several weeks this Division has had under consideration 
an informal note from Mr. Oscar Cox, General Counsel of the Lend- 
Lease Administration, addressed to Mr. Eugene V. Rostow, in which 
Mr. Cox asks “What about a reciprocal aid agreement with China?” 

The proposal was discussed with appropriate officials in this Depart- 
ment, the War Department, Lend-Lease Administration, the Export- 
Import Bank and with Mr. Lauchlin Currie.2, The War Department 
had obtained, several months ago, the views of General Stilwell *® and 
he was strongly opposed to reverse lend-lease as applied to his com- 
mand. Under these circumstances the matter was not pushed. Also, 
Mr. Currie requested that the matter be held in abeyance pending the 
arrival of an United States Army officer who had been concerned with 
the handling of supplies in China and was on his way to Washington. 

A new development last week throws an entirely different light on 
the subject. In connection with the re-acquisition by the United 
States Army, from the Chinese Government, of certain military planes 
which the latter originally had purchased in the United States, Gen- 
eralissimo Chiang Kai-Shek ‘is said to have indicated that his Govern- 
ment was taking action through appropriate channels to negotiate a 
reciprocal lend-lease agreement between China and the United States. 
Correspondence relating to this aspect of the subject are attached as 
Exhibits 1 and 2 respectively. 

It 1s assumed that the Department would not want to decline to 
negotiate a reciprocal aid agreement with China. With a view to 
overcoming the objections of General Stilwell, it was suggested in- 

* Adviser on Lend-Lease Affairs to the Assistant Secretary of State (Acheson). 
* Administrative Assistant to President Roosevelt. 
*Gen. Joseph W. Stilwell, Commanding General, United States Army Forces 

in China, Burma, and India. 
* President of the Chinese Executive Yuan (Premier). 
* Neither printed. 
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formally to representatives of the War Department that a provision 
might be included in the agreement which would allow our forces in 

China to continue to purchase supplies and services where expedient. 
Major Gaud of the International Division of the War Department 
stated over the telephone on Friday, November 20, that a radio mes- 
sage was being dispatched to General Stilwell explaining the situation 
and requesting hiscomments. No answer has yet been received. Major 
Gaud said that he will let us know as soon as an answer is received. 

In giving consideration to Mr. Cox’s query in regard to a reciprocal 
aid agreement with China, we also obtained information concerning 

several other aspects of the problem which is summarized below. 
1. As would be expected, the amount of defense articles transferred 

to China under lend-lease has been small since the Burma road was 
closed. In the third quarter of 1942 the total was only $16,640,000. 
The attached table (Exhibit 3)* gives detailed information concerning 

Jend-lease to China compared with other countries. 
2. It can be assumed that the monetary value of reciprocal aid that 

might be obtained from China would be unimportant. It is limited 
in the first place by the small number of troops and the restricted 
scope of our current military operations in China. Furthermore, as 
General Stilwell is opposed to obtaining his supplies and services by _ 
reverse lend-lease, it is probable that he would continue to a consider- 
able extent to pay cash even if a reciprocal aid agreement were con- 
cluded. 

8. The amount of reciprocal aid that we are likely to request is so 
small that the question of China’s financial ability to furnish it is not 
a serious problem. But the financial and exchange situation in China 
is very bad. Prices are rising rapidly. The Government appears to 
have exhausted possibilities of raising funds by taxation and progres- 
sive currency inflation is in progress. While the United States and, 
to a lesser extent, Great Britain have made available to China large 
amounts of foreign exchange, transportation difficulties prevent China 
from using it on a large scale for imports. Converting such exchange 
into local currency for domestic use results in further increase in the 
amount of currency in circulation thus aggravating inflation. The 

| foreign exchange value of the Chinese National dollar is pegged but 
there exists an active black market at which its value in terms of 
United States dollars is much below the official rate. 

4, Inasmuch as the Chinese Government cannot obtain additional 
tax revenue with which to pay for any goods or services that it might 
supply our troops, it would appear that any reverse lend-lease by that 
country would necessitate increasing further the amount of currency 
in circulation. As pointed out above, however, the amount involved 

*Not printed.
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would be small and, moreover, the immediate effect upon the financial 
situation in China of current purchases by our armed forces of sup- 
plies and services in that country is not very different. In order to 
pay for such goods and services, our forces must exchange United 
States money for local currency which the Chinese Government can 
supply only by printing it. 

5. The question was raised as to whether China might be asked to 
furnish raw materials for American war industries as reciprocal aid. 
While it may be well to keep in mind the possibility of asking China 
to do so at some future date, when supply routes are reopened, it would 
not appear reasonable to make such a request now. <A substantial part 
of China’s exports to the United States are used to pay off loans by the 
Reconstruction Finance Corporation. During the four months, June 
to September, United States general imports from China averaged 
only $386,000, equivalent to a yearly rate of $4,632,000, whereas pay- 
ments due the Reconstruction Finance Corporation on account of 
principal and interest on its loans in the year 1943 total $14,165,204.82. 
Kecommendation. It is suggested that no action be initiated in 

regard to a reciprocal aid agreement with China pending receipt of 
word from the War Department as to General Stilwell’s comments 
on the proposal. If, however, the Chinese Embassy approaches the 
Department before General Stilwell’s comments are received, it is 
believed that the Embassy should be told that we should be glad to 
enter into negotiations looking to an agreement along the general 
lines of those concluded with the United Kingdom, Australia, New 
Zealand and the French National Committee. 

740.0011 Pacific War/3082 

Memorandum of Conversation, by Mr. Horace H. Smith of the 
Division of Far Eastern Affairs 

[ Wasuineton,] December 4, 1942. 

Under instructions from Dr. Herbert Feis, Economic Adviser, I 
called upon General Carter, Chief Fiscal Officer of the War Depart- 
ment, at his office in the Pentagon Building (Room 4-E-448) at 5:30 
p. m. today to discuss informally an urgent problem which he had 
brought up with Dr. Feis regarding the exchange rate at which Amer- 
ican soldiers in China were paid and a proposal by General Carter that 
the problem be solved through “reverse Lend-Lease”. 

General Carter explained that he had recently had several urgent 
telegrams from General Stilwell on the subject. There were two re- 
lated problems involved: one concerning the purchase in China of 
vital supplies for the use of our armed forces and the other concerning 
the payment of our Army officers and men in China.
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He said that General Stilwell in one telegram had requested au- 
thorization to ship into China from India $400,000 in United States 
currency in order to facilitate the purchase of supplies. General 
Carter could not grant such requests without violating our Govern- 
ment’s arrangements with regard to the support of the official rate 
of exchange. Yet there was urgent need for the establishment of a 
more satisfactory method of purchasing supplies in China. 

The other problem had been temporarily solved so far as Army 
officers stationed in China were concerned by per diem allowances of 
$15 per day, but even this amount was unsatisfactory. 

General Carter pointed out that these problems, pressing as they 

now are, would immediately become vital if we were to expand our 
forces in China to the number that may logically be required before 

the end of hostilities. 
He referred to the fiscal arrangements made in connection with the 

current North African campaign in which the troops are being paid 
in special “gold seal” United States currency notes which can be ex- 
changed only at an official rate of 75 francs per dollar. After one 
year these notes are to be withdrawn and payments made to the troops 

in francs. 
General Carter suggested that through reverse Lend-Lease the 

Chinese Government might supply either in kind or in advances of the 
Chinese currency required to purchase them the supplies needed by our 
armed forces and the elements now provided by per diem allowances 

to officers. 
He suggested that an index might be worked out by the Embassy at 

Chungking upon which estimates could be made each month of the 

amount required in terms of Chinese currency to supply each officer 
with light, heat, quarters (including necessary servants) and food. 
This amount would not be very large and would replace the per diem 
now paid. General Carter suggested that any portion of an officer’s 
pay he desired to change into Chinese currency should be exchanged 
at the official rate. He suggested that a similar arrangement should 
be made with regard to the purchase of supplies. 

I replied that I would report General Carter’s remarks to Dr. Feis 
and to the Ambassador in Chungking and, as arranged by Dr. Feis 
with General Carter, to Mr. Harry White’ in the Treasury Depart- 
ment. I agreed with General Carter that a possible solution of the 
Army’s problems in this connection might lie in the negotiation of a 
reciprocal Lend-Lease agreement and the utilization of “reverse Lend- 

Lease”’. ' 
Horace H. Suira 

7 Assistant to the Secretary of the Treasury.
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740.0011 Pacific War/3082 

Memorandum of Conversation, by Mr. Horace H. Smith of the 
Division of Far Eastern Affairs 

[WasHinaron,] December 5, 1942. 

Under instructions from Dr. Herbert Feis, Economic Adviser, I 
called upon Mr. Harry White of the Treasury Department at 11:00 
a.m. today to inform him of Brigadier General Arthur H. Carter’s 
suggestion with regard to the establishment of a “reverse Lend- 
Lease” arrangement under which American Army supplies which 
must be purchased in China would be supplied by the Chinese Govern- 
ment either in kind or through advances of Chinese currency along 
with the elements now provided for through the US $15 per diem 
granted to our Army officers in China. (See memorandum of conver- 
sation of December 4.) 

Mr. White said that he was much interested in General Carter’s 
suggestion and saw no reason why it could not be implemented. He 
understood that the Chinese Government was not unfavorably disposed 
toward “reverse Lend-Lease” and that this request was so reasonable 
and relatively small in magnitude that he saw no reason why some 
such arrangement could not be worked out in from three days to a 
week of negotiation. He suggested that I should tell this to Dr. Feis 
and General Carter. He then said that for the past two months he 
had been rather expecting that General Carter would arrange some 
solution of this nature and was glad to see it developing, although 
he had preferred to “sit back and let General Carter work it out in 
his own way.” 

Mr. White next mentioned the problem that was facing our Foreign 
Service officers in China and the single Treasury representative there 
due to the rising cost of living and asked me to assure the Ambassador 
and the Far Eastern Division of the State Department that the 
Treasury was not only aware of the problem but now had its legal 
experts at work on a possible solution (possibly through loss by ex- 
change compensation). 

Mr. White in closing the interview urged that if a “reverse Lend- 
Lease” arrangement was worked out the Embassy should try infor- 
mally and personally to “educate the American Army officers in China 
to understand that per diem in kind or in Chinese currency is the 
fairest and most satisfactory method of handling the matter from an 
over-all as well as a personal point of view.” He stated that the morale 
factor in this connection appeared to him most important. 

Horace H. Surra
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893.24/1484 

Memorandum of Conversation, by Mr. Woodbury Willoughby of the 
Dwision of Commercial Policy and Trade Agreements 

[WasHIneron,] December 22, 1942. 

Participants: Department of State: Herbert Feis EA, George Atche- 
son FE, Alger Hiss PA/H, Eugene Rostow A-A, 

| W. Willoughby TA. 
Administrative Assistant to the President: Lauchlin 

Currie 
War Department: Colonel Eugene M. Foster (Fiscal 

Division), Major William F. Gaud (International 
Division). 

Lend-Lease Administration: Charles A. Bane (Chief 
of Reciprocal Aid Section) 

This conference was called to consider an inquiry by General Carter, 
Chief Fiscal Officer of the War Department (S. O. 8.) as to whether 
reverse lend-lease procedure could be used to obviate or alleviate dif- 
ficulties experienced by United States military forces in China as a re- 
sult of the artificial levels at which the official United States dollar- 
Chinese National dollar exchange rate is pegged and to consider the 
advisability of proceeding with the negotiation of a reciprocal aid 
agreement. 

Colonel Foster explained that American troops in China are paid, 
at least in part, in United States currency and that the troops are 
exchanging it on the black market for local currency at rates much 
more favorable than the official rate. Without this advantage the 
purchasing power of the pay which our troops receive would be ex- 
tremely small. 

It was recognized by those present that it would be desirable to 
eliminate dealings by our troops on the black market. In response 
to a question, Colonel Foster indicated that it would not be feasible 
to grant a special increase in the pay of our troops in China so that 
they could be paid as many Chinese National dollars (computed at 
the official rate) as they now get by exchanging United States cur- 
rency for Chinese National dollars on the black market. 

Mr. Currie stated that he favored, and that he understood the Treas- 
| ury to favor, a revision of the official rate but that the Chinese Gov- 

ernment was opposed to further depreciation of the foreign exchange 
value of their currency. 

Mr. Hiss suggested that the Chinese Government might be willing 
to provide, as reciprocal aid, Chinese National dollars at a special 
rate for United States troops. Colonel Foster undertook to take up
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this proposal with General Stilwell who appeared to have been op- 
posed to such a solution last month. (See message from General 
Stilwell, paraphrased below.) Colonel Foster agreed to show to the 
appropriate officer of this Department the message on this subject to 
be sent to General Stilwell. Mr. Bane undertook to ascertain the re- 

action of the OLLA to such a proposal.* Mr. Atcheson and other 
officers of the Department expressed the hope that the benefits of any 
arrangement utilizing reciprocal aid procedure to alleviate the hard- 
ships of American troops in China would be extended also to other 
Americans such as those connected with our Embassy and consular 
establishments in that country. 

A general discussion of the advisability of proceeding with nego- 
tiations looking to a reciprocal aid agreement brought out the fact 
that the Chinese Government apparently desired such an agreement 
and that, so far as is known, none of the interested agencies of the 
United States Government has any objection to the proposed agree- 
ment providing that it meets the approval of General Stilwell. 

Detailed consideration was given to the views of General Stilwell as 
expressed in a radio message to the War Department dated November 
27, 1942 which has been paraphrased as follows: 

“Provided provisions of reverse Lend Lease agreement on general 
terms with China do not preclude or hinder securing equipment, serv- 
ices or supplies locally from private or governmental agencies by non- 
reverse Lend Lease contract or purchase whenever time and specifica- 
tions are factors making such course appear advisable to assure pro- 
curement (your 1720 from Stilwell for Somervell®) there is no 
objection to entry into such agreement. Procurement strategic 
materials for metals reserve, AVG * equipment, diversion of CDS a 
supplies to our SOS, and perhaps CNAC ™ transportation charges 
acceptable on reverse Lend Lease at the present time and under those 
conditions. 

| “Any differential between present exchange rate and a revised up- 
ward rate should not be chargeable to reverse Lend Lease nor should 
the present need for revision of exchange rate be affected by such an 
agreement. 

“The Chinese, under present existing agreement between our SOS 
and Chinese, are occupied in constructing revetments, roads, airfields 
and other projects of operational nature at Chinese government ex- 
pense. The cost of such projects now and in the future should not be 
charged against our Government under reverse Lend Lease credits 
or otherwise since these are permanent improvements of future benefit 
to China.” 

*I will take the matter up with the Treasury Department.—W. Willoughby 
[Footnote in the original. ] 

* Lt. Gen. Brehon B. Somervell, Commanding General, United States Services 
of Supply. 

7 American Volunteer Group in China. 
™ China Defense Supplies. 
® China National Aviation Corporation.
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It was agreed that the proposed agreement should be so worded that 
General Stilwell could continue to make purchases for cash, without 
recourse to reciprocal aid procedure, when he found it preferable to 
do so. It was felt that the other recommendations pertained to the 
policy which might be pursued under the proposed agreement rather 
than to the wording of the agreement itself. The conclusion was 
reached that negotiations might be begun looking to an agreement 
which would not specifically embody all of General Stilwell’s recom- 
mendations but would not be inconsistent with them. 

Dr. Feis raised the question as to who in the Department should be 
responsible in the first instance for handling the proposed reciprocal 
aid agreement. It was understood that Mr. Willoughby, reporting 
through appropriate channels, would assume primary responsibility. 

893.24/1492a : Telegram 

The Secretary of State to the Ambassador in China (Gauss) 

WASHINGTON, January 15, 1943—7 p. m. 

76. 1. Consideration has been given by officers of this Department, 
of the War Department, and of the Lend-Lease Administration to the 
possibility of concluding a so-called reverse Lend-Lease agreement 
with China similar to those already concluded with Great Britain, 
Australia and New Zealand. There have been some informal indica- 
tions reported to the Department that the Chinese Government is 
itself desirous of entering into such an agreement. The Department 
has, however, itself received no such intimations and would be glad 
to have your comments on this matter. 

2. In communications that have been exchanged between the War 
Department and General Stilwell on this subject, General Stilwell 
has indicated his view that any arrangement in the reverse lend-lease 
field should not affect his freedom to procure equipment, services and 
supplies by methods other than reverse lend-lease process or interfere 
with continuation of various military works now being undertaken 
by the Chinese Government. We are in complete agreement with 

General Stilwell on the foregoing matters and would certainly ensure 
that his wishes be observed in any agreement that is negotiated. 
Would you please talk with General Stilwell and ascertain whether 
if his interests in these phases of the subject were ensured he would 
have any objection to the conclusion of a reverse lend-lease agreement. 

Will you also please point out to him that among the possible specific 
advantages which might be derived from such an agreement, con- 
sideration would be given to obtaining the agreement of the Chinese 
Government that it would undertake to pay to our military establish-
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ment in China, as a credit on reverse lend lease, sufficient fapi to make 

up for the present disparity of the dollar at the official rate of ex- 

change. It is also quite possible that we might propose to the Chinese 

Government that they cover other official establishments in China of 

this Government on the same basis. We wish to be sure that General 

Stilwell would see no objection to such action from a mibtary point 

of view. 

3, Our own thought on this matter has been along the lines that 

a reverse lend-lease agreement might be politically desirable. Such 

an agreement it seems to us would have the advantage of bringing 

about an increased measure of Chinese participation with us in joint 

war effort. If the Chinese themselves are desirous that such an agree- 

ment be entered into we would be inclined to welcome any suggestion 

from them to that effect. 

4, Will you please send us such information as is available to you 

on the above matters together with your views and recommendations. 
HULL 

893.24/1528 

Memorandum of Conversation, by Mr. Alger Hiss, Assistant to the 

Adviser on Political Relations (Hornbeck) 

[WasHineton,] January 23, 1943. 

Participants: Mr. Playfair of the British Treasury 

Mr. Achilles * 
Mr. Hiss 

Mr. Playfair called on Mr. Achilles by appointment to discuss 

matters relating to reciprocal Lend-Lease for China. At Mr. Achilles’ 

request Mr. Hiss participated in the conversation. 

Mr. Playfair read from a telegram from Chungking which the 

British Embassy has recently received. In this telegram it was stated 

that the British Military Attaché at Chungking has been discussing 

with General Stilwell the matter of reciprocal aid from China for 

American and British troops stationed in China. It was further stated 

that the British Military Attaché understood that this matter was 

under discussion in Washington between the Chinese and the Ameri- 

can Government. The statement was then made that bulk articles, 

freight charges, personal services and the like would be supplied by 

China but that personal out-of-pocket expenses of Allied troops would 

not be covered. Statement was also made that the Chinese initiative 

in the matter might be due to a desire to discourage the American 

demand for improvement in the exchange rate as applied to American 

2% Theodore Achilles, Division of European Affairs. 

332545—57——34
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troops in China or to the Chinese desire to supervise more closely 
American military activities in China. The British Military Attaché 
was said to be of opinion that it was important that authority be 
clearly retained to make cash purchases in order to supplement what- 
ever aid the Chinese might agree to furnish, for the reason that Chi- 
nese standards would be inadequate for proper maintenance and hous- 
ing of British soldiers. 

In the course of conversation Mr. Playfair was told with respect to 
the points referred to above that the Chinese have taken no initiative 
in this matter in Washington, in fact no discussions of a reciprocal 
Lend-Lease agreement have taken place with the Chinese in Washing- 
ton, although the matter has received consideration within this Gov- 
ernment and we would undoubtedly be pleased to discuss the matter 
at any time with the Chinese were they to request us to do so; that we 
have had no information that General Stilwell has in fact discussed 
with the Chinese an actual agreement although we understand that in 
various instances the Chinese have offered as an ad hoc matter to 
furnish certain things gratis; that the British Military Attaché may 
wish to inquire of the War Department as to arrangements now in 
force between General Stilwell and the Chinese authorities with re- 
spect to American troops in China; that it appears likely that the 
primary Chinese aim—whatever subsidiary motives may be present— 
in offering supplies and services is to share in the common war effort; 
that it seems likely that any reciprocal aid agreement which the United 
States may enter into with China will not interfere with General 
Stilwell’s authority to make cash purchases or to procure services for 
cash; and that it seems questionable whether the issue of differing 
standards of maintenance would be likely to arise under such an agree- 
ment for the reason that presumably acquisition of supplies from 
China under reciprocal aid arrangements would be bulk lots rather 
than of individual rations. 

Mr. Playfair said that he would be glad to communicate to the 
Department such further information as the Embassy might receive 
in this matter and he said that the Embassy would in turn appreciate 
being kept informed of our thought on this subject. 

893.24/1502 : Telegram 

Lhe Ambassador in China (Gauss) to the Secretary of State 

Cuunexine, January 23, 1943—11 a. m. 
[Received 10:21 p. m.] 

127. Your 76, January 15,7 p.m. I have discussed reverse Lend- 
Lease and related problems with General Stilwell. He is agreeable to
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reverse Lend-Lease agreement subject to stipulation for his freedom 

and discretion to be able to secure supplies, equipment and services 

locally from private or other agencies by nonreverse Lend-Lease 

contracts or purchases whenever time or specifications make such 

course appear to him advisable. In view of actual conditions in China 

I am of the opinion that there will be frequent need of obtaining serv- 

ices, supplies and equipment outside of reverse Lend-Lease. 

Stilwell is concerned, as is this Embassy, regarding the spiraling of 

Chinese prices and the fantastic United States currency equivalents at 

which reverse Lend-Lease would be debited against United States at 

the present official exchange rate. 
The only direct indication I have had here of Chinese intention to 

adopt reverse Lend-Lease is related to this matter of exchange rate. 

During recent informal conversation with Foreign Minister I inquired 

whether there is any basis for rumors that China proposes to adopt 

reverse Lend-Lease. He explained that there has been considerable 

friction and difficulty with our Army authorities over the charges for 

supplying food, lodging and services of the hostels used by our troops. 

He said Chinese prices have risen so high that when converted at 

official exchange rate the United States currency payments for supplies 

and services provided might appear to be extortionate, that, Minister 

of Finance considers it inadvisable at this time to revise the official 

exchange rate or to grant special rates, and that accordingly Soong 

had recommended that China refuse payment for supplies and services 

being provided and should regard them as reverse Lend-Lease. 

Stilwell confirms that Chinese have now taken that position and 

says that Generalissimo himself indicates that payment will not be 

accepted. Stilwell has referred for instructions of War Department. 

He explained that difficulty has arisen largely out of failure of Chinese 

Government agency not [séc] to submit detailed break down of costs 

to support prices they asked. | 
In my brief conversation with the Foreign Minister he appeared 

to favor reverse Lend-Lease not only to overcome situation mentioned 

above but also for political reasons. The Minister of Finance and 

others however may not have a similar far sighted view. 

From a strictly confidential source I know that reverse Lend-Lease 

has also had consideration in connection with the study of possible 

measures to ameliorate situation regarding foreign exchange rate on 

which there has been much complaint of unfairness from foreign 

military and diplomatic establishments, relief and missionary organi- 

zations, and. foreign residents in China as well as from Chinese de- 

pendent upon remittances from their relatives abroad. 

Minister of Finance maintains that rate cannot be revised at this 

time because of danger of effect on whole price structure and cur-
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rency situation, and there is equal opposition to granting any special 
rates for special purposes as such special rates could not be kept secret. 

T understand that as to such organizations as United China Relief 
it is proposed that Chinese Government grant subsidies of dollar for 
dollar remittances received from abroad at the official rate. 

I am informed in strictest confidence that as to military forces and 
perhaps diplomatic establishments there has been some proposal that 
inter-governmental arrangements be made under which the Chinese 
Government would advance Chinese currency funds for their expenses, 
such advances to be charged to reverse Lend-Lease or to be left for 
future settlement between the Governments, with the rate of exchange 
left open for future decisions. This expedient was proposed to avoid 
granting special rate. But I understand this matter is complicated 
by the situation arising out of the use of United States currency 
amongst our troops and the sale of United States currency and 
Treasury checks by our military personnel in the black market. The 
Chinese have been critical of this for some time but have avoided 
open complaint because of possible adverse effect on morale of our 

| Army personnel. British are also critical; their personnel are for- 
bidden to deal in black market. 

I am of opinion that if reverse Lend-Lease could be extended to 
cover Chinese currency advances for expenses in China, something 
reasonable by way of reverse Lend-Lease might be accomplished, 
and it should be possible to devise means of avoiding use of United 
States currency and sale of such currency and of Treasury checks 
in black market. Additional compensation, and subsistence, per diem, 
cost of living, rent and other allowances could be fixed and paid in 
Chinese currency and rates could be revised periodically to meet 
rising living costs. 

I recommend that we seek, or preferably encourage Chinese to 
propose, reverse Lend-Lease agreement, with necessary reservations 
to meet Stilwell’s stipulations, and that we endeavor to provide 
amongst other things for cash advances in Chinese currency for official 
American Government expenses in China, the amounts of such ad- 
vances to be fixed in periodical requisition every few months per- 
haps within certain limits. The agreement might provide or it could 
be stipulated in a separate unpublished understanding that the rate 
of exchange at which such Chinese currency advances as well as the 
value of supplies, equipment and services furnished shall be debited 
against the United States in the Lend-Lease accounts shall be settled 
later between the two Governments, it being understood that this 
procedure is adopted to avoid granting special exchange rates or 
revision of the official exchange rate at this time. If and when such 
an arrangement is made, the use of United States currency by our
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Army should be discontinued so far as possible and all Government 

personnel should be forbidden to use the black market. 
Gauss 

893.24/14863: Telegram 

Memorandum of Conversation, by Mr. Alger Hiss, Assistant to the 

Adviser on Political Relations (Hornbeck) 

[Wasuineton,| January 28, 1948. 

Subject: Reverse Lend-Lease Agreement With China 

Colonel Pennoyer (who had attended a meeting on the above sub- 

ject in Mr. Dean Acheson’s office yesterday in which it was agreed 

that this Department would proceed with the drafting of a reverse 

lend-lease agreement with China for submission thereof to the War 

Department, the Treasury Department and the Lend-Lease Admin- 

istration) called at his request. 

Referring to the telegram of January 19 from General Stilwell to 

the War Department," paraphrase of which had been circulated to in- 

terested officers of the Department by Mr. Feis on January 22, Colonel 

Pennoyer said that he thought the Department would be interested in 

the following information: 

Assistant Secretary McCloy had first decided to reply to General 

Stilwell’s telegram simply by directing him to accede to the Chinese 

position. However, officers of the War Department who have been | 

handling the matter prevailed upon Mr. McCloy to change his decision 

and instead he directed (I understood the revised decision was arrived 

at yesterday) that General Stilwell be informed that reply will be 

made to his telegram when Dr. Soong * returns to Washington and 

that General Stilwell be also informed that the War Department is 

consulting with the State Department on the question under reference. 

Colonel Pennoyer said that reply along these lines is to be dispatched 

to General Stilwell today. 

Colonel Pennoyer went on to say that the Operations Division had 

been under the impression that the State Department was applying 

pressure upon the War Department for a reverse lend-lease agree- 

ment to be effected more or less regardless of General Stilwell’s views. 

I replied that, on the contrary, we had at all times fully appreciated 

the points on which General Stilwell desired adequate safeguards 

and agreed with the General’s view on these points. I repeated what 

Colonel Pennoyer had been told yesterday in Mr. Dean Acheson’s 

office that so far there has been no official approach by the Chinese 

for an agreement and that at present we are interested primarily in 

working out a draft of an agreement which would help the various 

* Not found in Department files. 
TV, Soong, Chinese Minister for Foreign Affairs.
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agencies of this Government to meet their problems relating to China— 
this includes primarily our armed forces in China, and also the Treas- 
ury Department with its responsibility for the Chinese Stabilization 
Board and black market operations, the various purchasing agen- 
cies who acquire strategic materials from China, the Red Cross and 
other relief agencies, the Lend-Lease Administration and our own 

| Foreign Service officers in China. When that stage is reached we will 
consider, if the Chinese have still not approached us, the most effective 
way of getting the question of an agreement raised between us and the 
Chinese in the light of developments up to that time. I said that 
I might state personally that I had been given to understand that 
the War Department has been anxious that a reverse lend-lease be con- 
cluded promptly and that I had rather felt that we were under some 
pressure from the War Department for speed in this connection. 
Colonel Pennoyer said that this was not the situation. He also said 
that he experienced great relief as a result of his talks yesterday in 
Mr. Acheson’s office and this morning with me. He said further that 
the Operations Division had perhaps been at fault for not communi- 
cating previously directly with the Department, pointing out that 
Lt. Col. Gaud, of the International Division of the War Department, 
who had talked to Mr. Willoughby several times would be likely to 
take a somewhat different view of the situation and might simply de- 
sire to get as many reverse lend-lease agreements signed as possible and 
that it might be that my impressions as to the War Department’s atti- 
tude had resulted from statements made by Colonel Gaud. 

As indication of the Department’s attitude I showed Colonel Pen- 
noyer a copy of our telegram No. 76 to Chungking, J anuary 15, the 
reply to which (No. 127, of January 23) had been read to him yester- 
day by Mr. Acheson and copy of which had this morning been sent 

| in paraphrase to the War Department. Colonel Pennoyer said that 
he was in entire agreement with the form and substance of our tele- 
gram to Chungking and with the decisions reached yesterday in Mr. 
Acheson’s office with regard to prompt drafting and consideration of a 
draft agreement. He said that after the agreement was in form sat- 
isfactory to the concerned agencies in Washington, General Stil- 
well’s views could then be obtained again and final decision made 
as to the way in which the question could be taken up with the Chinese. 

893.24/1502: Telegram 

The Acting Secretary of State to the Chargé in China (Vineent) 

Wasuineton, March 9, 1943—6 p. m. 
313. Embassy’s 127, January 23, 11 a.m. Reference question of 

Reverse Lend Lease. There is being forwarded to you by air mail
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draft of the proposed exchange of notes between this Government 

and the Chinese Government on reciprocal aid. Copies of the draft 

are on their way to General Stilwell in as much as the War Depart- 

ment wishes to make sure that the draft is satisfactory to him. War 

Department has instructed General Stilwell to furnish you a copy. 

The draft agreement contains reservations which, it is believed, will 

prove satisfactory to General Stilwell. Provision is also made for 

advances in Chinese currency to meet essential United States govern- 

mental as well as military needs. 

Several agencies of this Government have already signified their 

approval of the draft and the approval of other interested agencies is 

being’ sought. 
The Department will be glad to receive any additional information 

you may have received regarding this matter as well as any comments 

you may care to make when you receive a copy of the draft agreement. 

| WELLES 

893,24/1502 

The Secretary of State to the Chargé in China (Vincent) 

No. 250 WasuHineton, March 17, 19438. 

Sir: With reference to your strictly confidential telegram no. 127, 

January 23, 11 a.m. and the Department’s no. 313, March 9, 1948, in 

regard to an agreement covering reciprocal aid, there are enclosed 

copies of notes ?” which it is tentatively proposed should be exchanged 

between this Government and the Chinese Government on the question 

of reciprocal aid. 
For your information it may be stated that the text of the notes fol- 

lows closely the phraseology appearing in the agreement for recipro- 
cal aid negotiated with Great Britain.** However, provision has 
been made in sections (6) and (d) of Article 2 to meet the needs of 

both governmental and military establishments of the United States 

in China. It will be noted that the Government of the Republic of 
China agrees to provide the United States, its armed forces and estab- 
lishments with military equipment, munitions, military and naval 
stores, other supplies, facilities and services, including financial serv- 
ices, “except for such purchases as those forces and establishments may 
make apart from the arrangements covered by the agreement”. It 
is believed that this reservation should adequately meet General Stil- 
well’s stipulations and enable him to make such purchases as he may 
desire for the American forces in China. Sub-section (d) provides 

“Neither printed. The first draft note was the same, except for a few minor 
changes, as that handed to the Chinese Minister for Foreign Affairs on May 15, 
p. 588. The second draft note was a reply confirming the understanding set forth 
in the first draft note. : 

18 Supplementary agreement effected by exchange of notes signed at Washing- 
ton, September 3, 1942; Executive Agreement Series No. 270, or 56 Stat. 1605.
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for the advance of funds in Chinese currency to meet “other essential 
United States governmental and military needs” in amounts and at 
intervals to be mutually agreed upon. The accounting procedure to 
be adopted in connection with the Chinese currency provided by the 
Chinese Government for the needs of the Embassy and other estab- 
lishments of this Government as well as other administrative matters 
involved are being considered by the Department. 

It is requested that you report by radio any comments or suggestions 
you may care to make and include any recent indications which may 
have come to your notice as to the present attitude of the Chinese 
Government regarding this matter. 

Very truly yours, For the Secretary of State: 
Dean ACHESON 

893.24/1575 : Telegram 

The Chargé in China (Vincent) to the Secretary of State 

CHUNGEING, April 5, 1948—noon. 
[Received April 5—11:40 a. m.] 

492. Department’s 313, March 9, 6 p. m. 
1. Army authorities have handed me copy of draft reverse Lend- 

Lease agreement. They have discussed matter with me and shown me 
General Stilwell’s telegram to War Department. It is assumed that 
War Department has made substance of the telegram available to 
the Department.” Stilwell and other army officers here are not 
favorably impressed by proposed agreement although Stilwell does 
not reject it. He states that in its present form it will have little 
effect on situation and that only an agreement which provides a realis- 
tic rate of exchange will obtain practical relief for the military. 

2. It is advisable and advantageous, Embassy believes, to have a 
reverse Lend-Lease agreement with China and the draft agreement 
would seem to serve the ends desired. Firstly, for political reasons 
we should have such an agreement with China. Secondly, the Ameri- 
can Treasury and tax payer should be relieved of the financial charge 
which the present unreasonable rate of exchange imposes—I refer 
to our Government’s expenditures here in the form of allowances and 
per diems to officers and employees and to excessive charges for rent 
and other services which derive from the disparity between the actual 
purchasing value of the Chinese dollar (less than 1 cent United States) 
and the exchange value of 5 cents. 

8. There would seem to be two practical ways in which the above 
mentioned charges could be transferred from the American Treasury 

” The War Department informed the Department of State of General Stilwell’s 
views in a letter dated April 5, 1948 (893.24/1579).
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to the Chinese Government under the contemplated reverse Lend- 

Lease agreement without the necessity of fixing a special rate. All 

allowances, per diems and charges for services in Chinese currency 

could be paid from fund to be established by Chinese Government 

and accounted for separately; that is, separately from such basic 

charges as United States dollar salaries of officers and employees, rent 

allowances and allowances for support of families in United States, 

which would continue to be paid by American Government. The 

Department and other civilian agencies of Government would continue 

to grant allowances and per diems, stating them in Chinese currency, 

and increase them as the purchasing power of Chinese dollar falls, as 

will inevitably be the case. Payments for rent and other services 

in Chinese currency would in a similar manner become a direct charge 

against Chinese Government funds. Neither now nor later would 

there by [de] any necessity to establish a special rate of exchange. The 

other manner of handling the matter would be to charge all payments 

made locally in Chinese currency, including salaries et cetera to the 

Chinese Government fund, as I recall Dr. Soong suggesting, and 

decide upon some equitable rate for settlement after termination of 

the war. 
4, I have discussed the matter with civilian officers of their branches | 

of the Government here and find them in general accord with Em- 

bassy’s views. If practical the agreement should be made retroactive 

to January 1, 1942. The Embassy is preparing a proposed sliding 

scale to provide a systematic basis for determining special allowances 

to meet rises in cost of living. 
5. Tam not familiar with the Army’s problems, but it seems to me 

that a system of allowances or per diems such as we and other civilian 

agencies of the Government here have adopted could be adopted 

to the requirements of army personnel in such a way as to obviate 

the necessity of fixing a definite rate of exchange. I have not had 

an opportunity to discuss the matter with General Stilwell who is In 

India. 
6. A reverse Lend-Lease agreement would of course leave unsolved 

the problem of American eleemosynary remittances and remittances 

from overseas Chinese and also financing problems of other officials 

in China. The Department knows of the suggestion that the Ministry 

of Finance match remittances dollar for dollar. There are rumors 

in Chungking that Dr. Kung ” plans to lower the rate of exchange 

(30 to 1 is mentioned), but these rumors may derive from the circum- 

stance that the Ministry of Finance, I am confidentially informed, 

is giving some consideration to the matter of granting a special rate 

for diplomatic and foreign government establishments in China. 

2°. H. Kung, Chinese Minister of Finance.
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There is no assurance, however, that such consideration will be trans- 
lated into action. 

| VINCENT 

893.5151/920 : Telegram 

The Chargé in China (Vincent) to the Secretary of State 

Cuunexine, April 11, 1943—9 a. m. 
[ Received 4:08 p. m.] 

527. With reference to final paragraph of my 492, April 5, noon, Dr. 
Kung in response to approach from Belgian Ambassador (Doyen of 
the Diplomatic Corps) through Foreign Office, has reluctantly indi- 
cated willingness to give a “subsidy” of 50 cents on the dollar to diplo- 
matic missions here as relief from exchange situation. He stipulates 
that there shall be no publicity [and?] no “special diplomatic rate” 
fixed and that word “subsidy” shall be used as indicating that step 
is purely voluntary on part of Finance Ministry and not matter to be 
used as precedent for other quarters. | 

Acting Foreign Minister in response to Belgian Ambassador’s ob- 
| jection to ideas of “a subsidy to diplomatic missions”, offered the 

refined alteration to “exchange subsidy” which the Belgian Ambas- - 
sador accepted. The latter is now endeavoring to obtain agreement of 
other chiefs of missions for report back to Foreign Office. 

Without making any commitment on our part I have discussed 
matter with Belgian and British Ambassadors and with Acting For- 
eign Minister. I informed the latter that use of the word “subsidy” 
in any context was most inappropriate from standpoint of Chinese 
Government as well as diplomatic [missions?]. He agreed. I told 
him and the two Ambassadors aforementioned that I would have to 
submit the matter to my Government. 

The Foreign Office is apparently not informed regarding our re- 
ciprocal Lend-Lease plans and it is possible that neither is Dr. Kung. 
While I perceive no reason why other diplomatic missions should not 
take what exchange relief they can obtain, irrespective of the effect 
which a reciprocal Lend-Lease agreement might have on our position, 
I desire the Department’s instructions in the premises. 

[VINCENT] 

893.5151/917a : Telegram 

The Secretary of State to the Chargé in China (Vincent) 

Wasurnerton, April 15, 1948—9 p. m. 
487. Reference Embassy’s 527, April 11, 9 a. m. in regard to pro- 

posed exchange subsidy to diplomatic missions.
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1. With reference to the rate of the proposed exchange subsidy 
please confirm the Department’s understanding that under the pro- 
posed arrangement CN$30 would be received for one dollar United 
States currency. 

2. You are also requested to ascertain, merely as a matter of in- 
formation, whether it is contemplated that such an exchange subsidy 
would be extended to foreign governmental agencies other than dip- 
lomatic missions and whether foreign armed forces in China would 
also be included in such an arrangement. 

3. The Department is not yet in a position to give the Embassy 
definite instructions regarding reciprocal lend-lease but every effort 
is being made to reach an agreement as rapidly as possible with Lend- 
Lease and other agencies of the Government in regard to the fiscal 
and technical problems involved in such an agreement. Until full 
understanding is reached here it is not believed advisable that you 
indicate to the Chinese Government that such an agreement has been 
drafted. However, the Department believes it would be helpful for 
you, without linking the matter with the question of exchange, to in- 
timate to the Acting Foreign Minister that it is your understanding 
that both the Chinese and we have been giving consideration to the 
mutual benefits, particularly in the prosecution of the war, which 
would result from the extension of reciprocal aid and to note and 
report his reaction. 

Hui. 

893,5151/917 : Telegram 

The Chargé in China (Vincent) to the Secretary of State 

Cuunexine, April 16, 1943—2 p. m. 
[ Received 10:55 a. m.] 

549. Reference my 527, April 11, 9 a.m. Ministry of Finance 
in a communication signed by Dr. Kung has notified the Stabiliza- 
tion Board of the Ministry’s proposal to grant a 50 cents on the 
dollar exchange allowance to foreign diplomatic and consular estab- 

lishments in China. The word “subsidy” is not employed. ‘The 
communication, somewhat lacking in precision with regard to pro- 
cedure and eventual accounting, requests the Board to give the matter 
its attention. 
Adler, our member of the Stabilization Board, will report fully 

after meeting of the Board for the information of the Department and 
the Treasury. 

VINCENT 

** Solomon Adler.
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893.5151/918 : Telegram 

The Chargé in China (Vincent) to the Secretary of State 

Cuunexina, April 20, 1948—3 p. m. 
[Received April 20—11: 24 a. m.] 

568. Reference Department’s 487, April 15, 9 p. m. 

1. Department’s understanding is correct. Phraseology is Kung’s 
used by him to avoid actual statement of a rate. 

2. Matter has not been settled. Kung’s communication to Stabili- 
zation Board mentions only diplomatic and consular establishments. 

3. The Acting Foreign Minister’s response to my intimation con- 
cerning reciprocal Lend-Lease was simply and I believe truthfully 
that he had not given the matter any thought and had [not?] heard 
anything about it. Recalling that Soong and Gauss had a casual 
discussion on the subject, I asked whether Soong had not mentioned 
it to him. He replied convincingly in the negative. I saw no purpose 
in pursuing a discussion of a matter concerning which he was not in- 
formed or particularly interested. 

VINCENT 

893.5151/919 : Telegram 

The Chargé in China (Vincent) to the Secretary of State 

Cuunexina, April 22, 1943—10 a. m. 
[Received April 22—9:20 a. m.] 

576. For Treasury from Adler. TF-110, April 17. Ministry of 
Finance informed Board April 13 that it has drafted a temporary 
measure according to which: 

(a) diplomatic and consular establishments in China would be 
allowed to convert foreign exchange at official rate plus 50% for 
duration of war and 

(6) foreign exchange received from diplomatic and consular estab- 
lishments would be put in a separate account in Central Bank and not 
credited to the Board. Central Bank would handle all transactions 
connected therewith and advance the national currency. Settlement 
of the account would be made after the war. 

Board has replied to Ministry of Finance taking note of its proposal 
and asking for clarification of one or two minor details. Proposed 
arrangement would not appear to require modification of GL 75 ” 
as Board’s consent has been obtained. 

Foregoing is of interest in connection with Embassy’s 527, April 11, 
9a.m., and 549, April 16,2 p.m. [Adler.] 

VINCENT 

* General License 75.
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893.5151/922a; Telegram 

The Secretary of State to the Chargé in China (Vincent) 

Wasuineton, May 6, 1943—6 p. m. 

587. Your cable of April 22, 1948, TF-110.% For Adler from the 

Secretary of the Treasury. For your personal and confidential in- 

formation and immediate reply, and not to be discussed with the 

Chinese Government authorities. | 
1. Please describe in more detail, if possible, the arrangements re- 

ferred to in (0) of the first paragraph of your cable and clarify the 

meaning of the last sentence, “Settlement of the account would be made 

after the war.” 
9, Has the Board approved the Ministry of Finance’s proposal ? 

3. The Treasury would appreciate having your views on the Min- 

istry of Finance’s proposal. If you have already indicated your ap- 

proval of this proposal, have you thereby gone on record as agreeing 

that the 50 percent exchange compensation being offered is adequate 

and reasonable ? 

4, Does this proposal of the Ministry of Finance mean any funda- 

mental change in the attitude of the Ministry of Finance towards the 

granting of special rates for special purposes? [Morgenthau. ] 
Hoy 

893.5151/922 : Telegram 

The Chargé in China (Vincent) to the Secretary of State 

Cuunexina, May 12, 19438—10 a. m. 

| [Received May 12—9:40 a. m.] 

692. To Secretary of the Treasury from Adler, TF-120. Re your 

587, May 6, section 1. Following is translation of temporary measure 

concerning conversion of foreign exchange by foreign Embassies and 

consular bodies drafted by Ministry of Finance and communicated 

by it to Board on April 13. 

“1, For duration of war the conversion of foreign exchange into 

CN dollars by foreign Embassies and consular bodies for their ex- 
penditures will be at the official rate and in addition an amount equiv- 

alent to 50% of the proceeds in CN dollars will be paid. 
2. The foreign exchange received from foreign Embassies and con- 

sular bodies will be put in a separate account with Central Bank and 
will not be credited to the account of Stabilization Board of China. 

3. The CN dollars needed for foreign exchange converted by for- 
eign Embassies and consular bodies will be temporarily advanced by 

* Supra.
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Central Bank and be set off by the said foreign exchange. As soon 
as the war is over, settlement of the account will be made. 

4. Conversions of such foreign exchange as mentioned above will 
be carried out by Central Bank on the basis of certified letters from 
the foreign Embassies and consular bodies. 

5. Reports of the amounts of such conversions should be sent to 
the Ministry of Finance monthly by the Central Bank.[”’] 

Section 2, paragraph 1. Re your 587, paragraph 1. There is no 
information available other than that contained in paragraphs 2 and 
8 above. It is not known whether Ministry of Finance contemplates 
a settlement of account involving reverse Lend-Lease as far as United 
States and United Kingdom are concerned or whether it contemplates 
a settlement between Ministry and Central Bank. 

2. Re your paragraph 2. Board in its reply to Ministry used fol- 
lowing formula deliberately to avoid indicating approval or dis- 
approval “the Board takes note of the proposal”. At same time Board 
is raising questions of detail concerning proposed new arrangement 
implied acceptance or consent in its reply. 

3. Re your paragraph 3. Neither Board nor I went on record as 
agreeing that 50% constitutes an adequate and reasonable compensa- 
tion. At same time in existing circumstances I feel that extra 50% 
for diplomatic and consular bodies is better than nothing and can be 
regarded as opening wedge. Embassy officials with whom I have 
maintained contact on the matter do not disapprove of proposed ar- 
rangement. | 

7 4. Re your paragraph 4. Chinese colleagues inform me that Gen- 
eralissimo ordered Ministry of Finance to draft new arrangement as 
result of complaints lodged by smaller Embassies and Legations in 
Chungking. There is no further information to report on paragraph 
2 of TF-118 of May 8 [17], but if it turns out to be true that Minister 
of Finance has promised same concession to foreign philanthropic 
and missionary organizations then answer to your question would be 
affirmative. 

5. For your information proposed new arrangement with respect 
to foreign Embassies and consular bodies has not yet been adopted 
by Ministry of Finance and is not likely to go through before Dr. | 
Kung’s return from Chengtu. Dr. Kung is expected back towards the 
end of this week. It is reported that principal purpose of his trip 
was to deal with complaints about conscription and the land tax. 
[Adler.] 

| VINCENT 

“Telegram No. 682, May 11, 11 a. m., from the Chargé in China, p. 417.
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893.24/1596 

Memorandum of Conversation, by Mr. Kermit Roosevelt, Jr., Assistant 
to the Assistant Secretary of State (Acheson)*® 

[Wasuineron,] May 15, 1948. 

Participants: Dr. T. V. Soong, Chinese Minister for Foreign Affairs 
PA/H—Mr. Hornbeck . 
A-A—Mr. Acheson 

~ A-A—Mr. Roosevelt 

Dr. Soong called on Mr. Acheson at Mr. Acheson’s request. 
Mr. Acheson handed informally to Dr. Soong a draft note 7* on the 

subject of reciprocal lend-lease which it is contemplated might be 
addressed to the Secretary by Dr. Soong. 

Attached to this note were copies of the Chinese master agreement 
and the exchange of notes on reciprocal aid with the United Kingdom 
for convenient reference of Dr. Soong. 

Mr. Acheson explained that we had exchanged similar notes with 
other countries, as supplements to the formal lend-lease agreements, 
setting forth the general types of reciprocal aid to be provided United 
States forces and government agencies. He pointed out that these 
notes did not bind the government to provide us with specified 
amounts of aid but simply described the types of aid which would be 
offered. ‘The amounts, of course, are determined by the providing 
government. 

Mr. Acheson went on to explain that in the U.K., for example, aid 
has been provided in two ways. The British have purchased equip- 
ment or materials and turned them over to our forces, or our forces 
have done the procuring themselves on British account. It has been 
found desirable, in some instances, for the British to provide funds 
of their currency to facilitate reciprocal aid. In the draft note sub- 
mitted to Dr. Soong we have, in the light of previous experience else- 
where and of special conditions existing in China, made specific pro- 
vision for currency to be received as reciprocal aid. Mr. Acheson 
remarked that Dr. Soong was undoubtedly familiar with the problem 
that our military has been called upon to face. American soldiers 
have been taking the dollars they receive as pay and buying Chinese 
currency on the black market. To police this would require as many 
soldiers again as we already have in China. To correct this situation 
we would like, under the terms of the proposed agreement, to be able 
to have our representatives in China call upon the Chinese authorities, 
discuss their needs for special war purposes, and receive from the 

* Substance of this memorandum reported to the Chargé in China in Depart- 
eT etm No. 637, May 19, 9 p. m.
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Chinese authorities whatever funds in Chinese dollars those authori- 
ties felt they could provide as reciprocal aid. Then, as a separate 

transaction, our representatives would turn over to Chinese authori- 
ties the dollars they had planned to spend on salaries, et cetera, and 
the Chinese lend-lease account would be credited to that extent. 

Dr. Soong commented that this would avoid the problem of the 
exchange rate. He went on to say that he was very glad to receive 
this draft and that he hoped it would clarify many questions which 
now perplexed both Governments. He said that he realized that the 
official exchange rate was out of line with actual purchasing power, 
and that many American officers felt that they were being “gypped”. 

So far as diplomatic establishments were concerned, he had long ago 
suggested to the Generalissimo that a special rate be granted. A 
special rate, however, has certain disadvantages from the domestic 
viewpoint. Nevertheless, he understood that Dr. Kung has finally 

agreed to offer a special exchange rate to diplomatic and consular 
services which will be a fifty percent improvement over the official 
rate. Dr. Soong feels, however, that the proposed agreement may 
offer a better solution. 

Dr. Soong said that he would communicate it to his Government 
immediately and hopes that he will be able to present us with a reply 
soon. 

Keroir Roosevect, JR. 

898.24/15943 

Draft Note From the Chinese Minister for Foreign Affairs (Soong) 
to the Secretary of State ® 

Sm: In the United Nations declaration of January 1, 1942, the 
contracting governments pledged themselves to employ their full re- 

sources, military and economic, against those nations with which they 
are at war; and in the agreement of June 2, 1942 the Government of 
the Republic of China and the Government of the United States 
undertook to provide each other with such articles, services, facili- 
ties or information useful in the prosecution of their common war 
undertaking as each might be in a position to supply. It is further 
the understanding of the Government of the Republic of China that 
the general principle to be followed in providing mutual aid as set 
forth in the said Agreement of June 2, 1942 is that the war produc- 
tion and the war resources of both Nations should be used by the 
armed forces of each and of the other United Nations in ways which 

* Prepared in the Department and handed to Dr. Soong by the Assistant Secre- 
tary of State (Acheson) on May 15; see memorandum of conversation, supra.
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most effectively utilize the available materials, manpower, produc- 

tion facilities and shipping space. 

With a view to supplementing Article 2 and Article 6 of the Agree- 

ment of June 2, 1942 between our two Governments for the provision 

of reciprocal aid, I have the honor to set forth below the understand- 

ing of the Government of the Republic of China of the principles and 

procedures applicable to the provision of aid by the Government of 

the Republic of China to the United States and the manner in which 

such aid will be correlated with the maintenance of its forces and 

establishments by the United States Government. 

1. While each Government retains the right of final decision, in the 

light of its own potentialities and responsibilities, decisions as to the 

most effective use of resources shall, so far as possible, be made in 

common, pursuant to common plans for winning the war. 

9. The Government of the Republic of China will provide the 

United States, its armed forcees and establishments with the following 

types of assistance as reciprocal aid, when it is found that they can | 

most effectively be procured from the Republic of China: 

(a) Military equipment, munitions, and military and naval stores. 

(0) Other supplies, materials, facilities and services, including fi- 

nancial services, for the United States forces, and other official United 

States establishments in China, except for such purchases as those 

forces and establishments may make pursuant to clause (d) below, or 

apart from the arrangements covered by this agreement. 
(c) Supplies, materials and services needed in the construction of 

military projects, tasks and similar capital works required for the 

common war effort to the extent that the Republic of China is a more 

practicable source of supply than the United States or another of the 
United Nations. | | 

(d) To enable the United States authorities, where they deem it 

advisable, to obtain supplies, materials, facilities and services such 

as those specified under items (a), (0) and (c) above by direct pur- 

chases, and to meet other essential United States governmental and 

military needs for Chinese currency, the Government of the Republic 
of China will provide funds of its currency, in amounts and at inter- 

vals to be mutually agreed upon, to the duly authorized authorities of 
the United States. 

3. The practical application of the principles formulated in this 

note, including the procedure by which requests for aid by either 

Government are made and acted upon, shall be worked out as occasion 

may require by agreement between the two Governments, acting 

through their appropriate military or civilian administrative author1- 

ties. Requests by the United States Government for such aid will be 

presented by duly authorized authorities of the United States to offi- 

cial agencies of the Republic of China which will be designated or 

established in Chungking and in the areas where United States forces | 

332545—57——35
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are located for the purpose of facilitating the provision of reciprocal 
aid. 

4. It is the understanding of the Government of the Republic of 
China that all such aid, as well as other aid, including information, 
received under Article 6 of the Agreement of June 2, 1942, accepted by 
the President of the United States or his authorized representatives 
from the Government of the Republic of China will be received as a 
benefit to the United States under the Act of March 11, 1941. In so 
far as circumstances will permit, appropriate record of aid received 
under this arrangement will be kept by each Government. 

If the Government of the United States concurs in the foregoing, I 
would suggest that the present note and your reply to that effect be 
regarded as placing on record the understanding of our two Govern- 
ments in this matter. : 

| I have the honor to be, etc. ete. 

893.24/1604 

Memorandum of Conversation, by Mr. Alger Hiss, Assistant to the 
| Adviser on Political Relations (Hornbeck) 

| [Wasuineton,] May 19, 1948. 
In view of inquiries made by the British Finance Mission (Mr. 

Playfair) and the Australian Legation (Mr. Brigden) some weeks 
ago as to whether we plan to take any steps to alleviate the exchange 
diticulty which foreign officials are subject to in Chungking, I tele- 
phoned to Mr. Grant (in Mr. Playfair’s absence) and to Mr. Watt (in 
Mr. Brigden’s absence) after discussing the question with FE, EU 
and A-A. 

In both cases I recalled the previous inquiry, our previous state- 
ment that we had the matter under consideration and hoped to pro- 
pose to the Chinese some ameliorative action under Lend-Lease ar- 
rangements, and then stated that on Saturday last (May 15) Mr. 
Acheson had delivered to Dr. Soong a draft reverse Lend-Lease 
Agreement containing a provision that as part of the assistance to be 
supplied by China, the Chinese might furnish the American armed 
forces and official establishments with needed amounts of Chinese 
currency. I explained further that in so far as exchange difficulties 
were concerned, it was our hope that this device would suffice to permit 
our dollar expenditures in China to be assured of fuller purchasing 
power than was possible at the official rate of exchange. I explained 
that in some cases the proposed assistance by way of delivery of 
amounts of Chinese currency might simply be in lieu of the direct 
delivery of materials or services and in such cases would bear no rela- 
tion to exchange difficulties as such.
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In each case I also requested that the information be regarded as | 

confidential and that no action be taken to approach the Chinese with 

any similar plan until we had had an opportunity to ascertain the 

Chinese reaction to our proposal. I said that it was our desire that 

the Chinese consideration of our proposal not be complicated by the 

necessity for simultaneous consideration of any similar proposal from | 

other countries. In both cases there was an expression of thanks for 

the information and an assurance that any action vis-a-vis the Chinese 

would be held in abeyance until further word from us. 

893.24/1596 

Memorandum of Conversation, by Mr. Kermat Roosevelt, Jr., Assistant 

to the Assistant Secretary of State (Acheson)” 

| [Wasurtneton,| May 21, 1948. 

Participants: Dr. Liu Chieh, Chinese Minister, and Counselor of the 

Chinese Embassy 

Mr. A. Hiss—PA/H | 

Mr. Stanton—FE | 

Mr. K. Roosevelt—A-A 

Dr. Liu called on me at his request to receive an informal memo- 

randum clarifying certain aspects of the draft note on Chinese re- 

ciprocal aid agreement, which was handed by Mr. Acheson to Dr. 

- Soong on May 15, 1948. A copy of this informal memorandum is 

attached. 
Dr. Liu said that the memorandum seemed clear and would be most 

helpful to his Government in considering the proposed agreement. | 

Dr. Liu is planning to telegraph the draft agreement and the infor- 

mal memorandum to Chungking immediately. 

Dr. Liu observed that it was his understanding that the Chinese 

currency turned over to United States authorities would not be ear- 

marked for specific purposes but could be used for the purchase of 

materials needed by the armed forces or for wages or administrative 

expenses. | 
In the course of the conversation it was emphasized that the amounts 

of Chinese currency to be received by United States authorities, and 

the amounts of American dollars to be turned over to Chinese authori- 

ties, would be the subject of joint consideration. Dr. Liu inquired 

whether this could mean that no American dollars need be received 

by China. It was explained to him that we definitely contemplated 

that American dollars would be provided in connection with certain 

*® Substance of this memorandum reported to the Chargé in China in Depart- 

ment’s telegram No. 659, May 24, 9 p. m. |
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categories of expenditures. Mr. Hiss also emphasized the fact that 
the proposed agreement would not affect the purchases of strategic 
materials to be exported from China by the Board of Economic War- 
fare or by the Reconstruction Finance Corporation agencies. 

Kermit Roostvett, Jr. 

[ Annex] 

The Department of State to the Chinese Embassy 

InrormaL MemoraNDUM 

The general theory underlying the so-called “reverse” Lend-Lease 
Agreements is similar to the general theory underlying the master 
Lend-Lease Agreements themselves. In both cases the agreements 
merely provide general principles under which the war resources of 
the contracting governments can be most effectively utilized for the 
joint war effort. It is contemplated under both types of agreements 
that specific transactions to be effectuated under the agreements will 
be carried out on the basis of mutual agreement as to details. 

In the draft of a proposed “reverse” Lend-Lease Agreement handed 
to Dr. Soong by Mr. Acheson on May 15, 1948, provision is made for 
several possible ways by which the government of the Republic of 

China may, according to future circumstances as they arise, give 
assistance to the armed forces and other official agencies of the United 
States Government. Those various types of assistance may be roughly 
grouped as follows: 

1. The direct supplying of materials or services for the use of the 
armed forces and establishments of the United States. 

2. The supplying of Chinese currency, such currency to be used by 
the armed forces and establishments of the United States in procuring 
supplies and services and for other payments by them in the areas 
under the control of the Government of the Republic of China. The 
United States would in turn from time to time deliver to the Chinese 
authorities amounts of United States dollars allotted for such pro- 
curement and for such other payments. 

The specific terms and procedures to be followed with respect to 
transactions of the above types would, of course, be worked out by 
mutual agreement between the appropriate Chinese and American 
authorities. It would be contemplated that with respect to the first 
type of transaction the Chinese Government would be credited on 
Lend-Lease account with the materials or the services supplied to the 
United States. In the case of the second type of transaction it would 
be contemplated that against the amounts of Chinese currency deliv- 
ered to the United States authorities in China, the Chinese Govern- 
ment would receive dollars computed at the official rate of exchange
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for such proportion of the total Chinese currency delivered as shall be 

agreed upon from time to time and that the remaining portion or 

quota of the Chinese currency so delivered would be credited to the 

Chinese Government on Lend-Lease account. 

It is, of course, to be understood that the whole nature of Lend- 

Lease aid is one of voluntary not obligatory assistance. Lend-Lease 

Agreements merely specify the general principles which it is agreed 

will be followed in those cases in which the Government requested 

to supply goods or services under the Agreement considers that it is in 

a position to supply such goods or services. Lend-Lease Agreements 

do not, of course, in any way prevent the continuance of other pro- 

cedures of procurement outside the scope of Lend-lease arrangements. 

893.24/1597 : Telegram | | 

The Chargé in China (Atcheson) to the Secretary of State 

CHUNGKING, May 22, 1948—9 a. m. 
[Received 10:30 a. m.] 

754, Embassy’s 549, April 1 [76], 2 p. m. and Department’s 637, 

May 19, 9 p. m.** (just received). 

1. The Embassy has received a note from the Foreign Office dated 

May 19 communicating “provisional regulations” of the Ministry of 

Finance “for extending favorable treatment to the Embassies and 

Consulates in connection with the conversion of foreign exchange into 

national currency to meet their expenses” as follows: 

“(1) For the duration of the war the conversion of foreign exchange 

into Chinese national currency by the foreign diplomatic and consular 

offices for their expenditures will be at the official rate and in addition 

an amount equivalent to 50% of the proceeds CN dollars will be paid; 

(2) the foreign exchange received from the foreign Embassies 

[and] consular bodies will be put in a separate account with the Cen- 

tral Bank and will not be credited to the account of the Stabilization 

Board of China; | 

(3) the national currency needed for the foreign exchange converted 

by the foreign Embassies and Consulates will be temporarily advanced 

by the Central Bank and be set off against the said foreign exchange. 

Assoon as the war is over, settlement of the account will be made; 

(4) conversion of the foreign exchange mentioned above will be 

carried out by the Central Bank on the basis of certifications contained 

in official letters from the Embassies concerned ; | 

(5) the amounts of the conversions of the foreign exchange to con- 

vert the expenses of the various Embassies and Consulates in China 

will be listed in a table each month by the Central Bank of China and 

separately reported to the Ministry of Finance and the Stabilization 

Board for reference. Whenever the various Embassies and Consul- 

% Latter not printed, but see footnote 25, p. 537. :
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ates in China require foreign exchange they will apply direct to the 
Central Bank of China and that bank will make payment in foreign 
exchange at the same rate at which foreign exchange is received 
(from the Embassies by the bank) and shall enter it into the account 
under an appropriate heading for calculation.” 

" The note states that the regulations are to be implemented “from 
May of this year” and requests figures as to the amounts of foreign 
exchange desired monthly by the Embassy. 

2. In the light of Department’s 637, May 19, 9 p. m. (as well as 
in the light of the ambiguity of the third article of the regulations), 

| we are not taking any action conformable to the Foreign Office note. 
Prior to the receipt of Department’s 637 I had arranged to see Dr. 
Kung today for the purpose, inter alia, seeking clarification of regu- 
lations. In the absence of affirmative instructions I shall of course 
refrain from bringing up with him the subject of Department’s 637. 

| 3. It may be added incidentally that, while the ambiguity [of] the 
_ third article is assumably designed to meet Finance Ministry’s objec- 

tion to a “special rate” and foreign objection to a “subsidy” for diplo- 
matic establishments, it is our impression, received from conversation 
with several foreign diplomatic representatives that they will hesitate 
to accept the arrangement until the language of Article III is appre- 
clably modified or supplemented by written assurance that it covers 
only a matter of mechanics between the Central Bank and the Finance 
Ministry and does not create any financial obligation on the part of 
foreign governments. 

4. Please see Adler’s message to Treasury of this date ** with regard 
inter alia to arrangements made for increased exchange for mission- 
ary, philanthropical, educational and relief organizations. 

ATCHESON 

893.5151/924 : Telegram 

Lhe Chargé in China (Atcheson) to the Secretary of State 

CHUNGKING, May 22, 1948—10 a. m. 
[Received 12:05 p. m.] 

155. To Secretary Treasury from Adler. TF-122. Refer your 587 
of May 6 and my TF-120 May 12. 

| 1. Board has been officially notified by Ministry Finance that it has 
instructed Central Bank to handle arrangement whereby foreign 
Embassies and consular bodies are to receive official rate of exchange 
plus 50% and that arrangement is to be retroactive from May 1. | 

2. Saw Dr. Kung on 19th. He informed me of his interview with 
representatives of foreign missionary and philanthropic organiza- 

* See infra. 
“For TF-120, see telegram No. 692, May 12, 10 a. m., p. 535.
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tions in Chengtu indicating that he had agreed to match foreign con- 

tributions for famine relief and to grant the official rate plus 507% 

for foreign missionary philanthropic and educational expenditures. 

He added that this arrangement and the arrangement with respect 

to foreign Embassies and consular bodies did not signify the establish- 

ment of special rates for special purposes nor did they signify the 

eranting of subsidies. But it would appear that however the arrange- 

| ment will be dressed up they will constitute special rates for special 

purposes in fact if not in name however their status remains ambiguous 

pending further clarification. 

8. I understand Central Bank has already received instructions 

concerning the arrangement with respect to foreign missionary etc. 

organizations but Board has not yet been officially notified. | 

4, There is one aspect of the proposed new arrangement with respect 

to foreign missionary etc. organizations to which I feel your atten- 

tion should be called. While the arrangement with respect to foreign 

Embassies etc. does not involve large amounts of foreign exchange and 

can be regarded as exceptional case the proposed arrangement with 

respect to foreign missionary etc. organizations would involve sub- 

stantial amounts of foreign exchange. The fact that under proposed 

arrangement the substantial amount of foreign exchange involved 

would accrue solely to the Central Bank would appear to entail an en- 

~ croachment on the effective functioning of the Board. While of course 

in the absence of anything better there can be no objection to granting 

foreign missionary etc. organizations the official rate plus 50% 

there are grounds for preferring an arrangement which would achieve 

this purpose and at the same time allow the Board to continue to be 

the recipient of foreign exchange from remittances to foreign mission- 

ary, etc. organizations. It would be appreciated therefore if you 

could inform me of Treasury’s attitude to the proposed arrange- 

ment before the matter formally comes up before the Board. [Adler.] 
ATCHESON 

893.24/1598 : Telegram | 

The Chargé in China (Atcheson) to the Secretary of State 

CuuncKING, May 24, 1943—3 p. m. 
[Received May 26—10: 22 a. m.] 

768. Embassy’s 754, March [Jay] 22,9 a.m. 
1. In the course of a conversation on various subjects with Dr. Kung 

late on May 22, he described at some length but in vague terms the 

reasons including appreciation of the American loan which had moti-
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vated the Chinese Government in devising the new special exchange 
regulations. While I did not obtain from him a very precise clarifica- 
tion of article 3 of the regulations, he stated that it concerned the 
Central Bank and his Ministry and that there was no intention to 
create any debt on the part of foreign governments. (A more specific 
clarification was given an officer of the Embassy by Mr. K. K. Kwok, 
general manager of the Central Bank of China, who stated that the 
foreign Embassies definitely incur no responsibilities whatsoever under 
article 3; that the article simply covers a matter of mechanics between 
the Central Bank and the Ministry; that the “settlement” referred to 
is to be only between the Bank and the Ministry; and that he was 
somewhat surprised that the text of the article had been transmitted 
to the Embassy by the Foreign Office. ) 

2. Dr. Kung made no reference during my conversation with him 
to any question relating to reverse Lend-Lease and I, of course, did not 
mention the subject. As regards the special exchange regulations, I 
said that we appreciated his active interest in the question of resolv- 
ing our problems in connection with the exchange situation and that 
we were informing the Department in regard to the matter. 

ATCHESON 

893.24/1599 : Telegram 

The Chargé in China (Atcheson) to the Secretary of State 

CuHUNGEING, May 26, 1943—2 p.m. 
[ Received May 27—10: 32 a. m.] 

790. Embassy’s 768, May 24, 3 p. m., special exchange regulations. 
Adler informs us that the Stabilization Board has tacitly approved 
the new special exchange regulations for foreign Embassies and con- 
sular offices by “taking note” of them and not raising our [any] nation 
[objection] to them and also by requesting Ministry of Finance to 
instruct Central Bank to report to the Board monthly exchanges sold 
to and bought from foreign Embassies and consular offices. In the 
light of this circumstance and as article 3 has been clarified, we assume 
that, in the absence of instructions to the contrary and pending the 
making of other possible arrangements, we may take advantage of 
new rate which benefits the Government and brings much needed, if 
only temporary, relief to members of the staff. 

It is understood that British and other foreign diplomatic missions 
are similarly availing themselves of the new rate. 

ATCHESON
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893.24/1597 : Telegram 

The Secretary of State to the Chargé in China (Atcheson) 

WasHineTon, May 27, 1943—6 p. m. 

679. Reference Embassy’s 754, May 22, 9 a. m. in regard to pro- 

visional regulations of the Ministry of Finance for extending favor- 

able treatment to the Embassies and Consulates in connection with 

the conversion of foreign exchange into national currency to meet 

their expenses. 

1. Department approves Embassy’s position as indicated in first 

sentence of paragraph numbered 2. 

9. However, in the event that the Ministry of Finance presses for 

an early reply in regard to the regulations mentioned, it is suggested 

that the Embassy intimate orally that it has been our hope that this 

matter could be taken care of by the inclusion of certain financial pro- 

visions in an agreement for reciprocal aid and that the draft of such 

an agreement, including financial provisions, was in fact handed 

to Dr. Soong on May 15 for the consideration of the Chinese 

Government. 
shen 

893.24/1601 : Telegram 

The Chargé in China (Atcheson) to the Secretary of State 

CHUNGEING, June 1, 1943—10 a. m. 
[Received June 1—9:10 a. m.] 

825. Embassy’s 790, May 26, 2 p. m., and Department’s 679, May 

 2%,6p.m., Special Exchange Regulations. The two reference tele- 
grams appear to have crossed each other. 

Although we stated in our 790 that in the light of the clarification 

of article III of the regulations and in the absence of contrary instruc- 

tions we assumed that we might take advantage of the new rate we 

have not done so because of the implication in paragraph 1 of De- 

partment’s 679 approving our original tentative provision taken be- 
fore article III was clarified for us by Dr. Kung and by General 

Manager of Central Bank of China. We would accordingly appre- 
ciate receiving specific authority to avail ourselves of the financial ad- 

vantages provided for by the new regulations, such authority, if 

granted, to include offices of the Military and Naval Attachés and 
the other official civil establishments such as BEW, OWI, and IDC ® 
pending outcome of reverse Lend-Lease negotiations. 

* Board of Economic Warfare, Office of War Information, and Interdepart- 
mental Committee for Acquisition of Foreign Publications, respectively.
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While the benefits to be enjoyed under the new exchange regulations 
are of a temporary nature only because the cost of living is rising at 
a rate of more than 10% a month and is expected to be accelerated as 
a result of the current Jap military operations in the Hunan—Hupeh 
area, the additional funds to be availed of under the regulations 
would materially lower the Government’s expenditures for rent, et 
cetera and would provide Government personnel with much desired 
financial relief. Also, use by us of the new arrangements would pro- 

_ vide an opening wedge for a later and more satisfactory adjustment 
(through reverse Lend-Lease or a lowering of the official rate) of the 
exchange problem. 

Instructions are urgently requested. 

| ATCHESON 

893.5151/927 : Telegram 

The Chargé in China (Atcheson) to the Secretary of State 

Cuunexine, June 1, 19438—2 p. m. 
| [Received June 2—2: 12 p. m.] 

826. [Section I.] From Adler to Secretary Treasury only. TF- 
126. Re my TF-122, May 29.3 

1. Board has been officially informed of arrangement foreign mis- 
_ sionary, philanthropic and cultural organizations will receive official 

rate plus 50% from Central Bank. Board will discuss its reply at 
next meeting which will probably not take place till next week owing 
to chairman’s indisposition. Should appreciate receiving your com- 
ment on point 4 of my TF-122 before Board meeting takes place. 

2. Mr. K. K. Kwok of Central Bank informs me that a similar 
arrangement is to be extended to foreign military officers and foreign __ 
journalists. NB. a. It will be difficult to refuse all other foreign 
soldiers what is being granted foreign officers. 6. This concession will 
be largely a paper one, as most American soldiers and journalists _ 
convert their foreign exchange in black market. 

3. Mr. Pei of Bank of China tells me that he has already had in- 
quiries from his New York office as to “what this new arrangement 
is all about” and as to whether it will be extended to overseas remit- 
tances. It would appear that it is only a matter of time before 
Chinese Government will have to make same concession to overseas 
Chinese. 

4. In that case, excluding foreign armies official expenditures which 
presumably will eventually be covered by a reverse Lend-Lease 
arrangement and foreign exchange accruing from such Chinese ex- 

*° Telegram No. 755, May 22, 10 a. m., p. 544.
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ports as are paid for in cash, almost all Chinese foreign exchange 

receipts will be converted by Central Bank at official rate plus 50%. 

With respect to foreign exchange outgoes, in case of arrangement 
for diplomats Board called Ministry of Finance’s attention to fact 

that it would be absurd to give diplomats official rate plus 50% and 

allow them to get foreign exchange at official rate. Ministry there- 

fore agreed that diplomats should henceforth apply to Central Bank 

for foreign exchange which they would pay at same rate as they 

received it and Ministry will presumably impose same requirement 

on other parties to which it is granting same concession. 

5. In situation arising from extension of arrangement for diplo- | 

mats to foreign missionary, et cetera organizations to foreign soldiers 

and journalists and presumably to overseas Chinese, unless other 

adjustments are made: : 

(a) Chinese Government will receive benefits of official rates as 
far as exports are concerned as prices of exports are calculated by 
converting their cost in fapz into foreign currencies at official rate; 

(6) Chinese Government will receive benefits of official rate as 
far as its foreign exchange expenditures are concerned, as unless 
November 1, 1941 Agreement is revised it will continue to be reim- 
bursed by Board for its foreign exchange expenditures paying the | 
Board in fap? at official rate ; 

(c) Private foreign individuals and businessmen will continue to 
_ get official rate for their foreign exchange from Board. The number 

of people and firms involved is small but they may well object to 
“discrimination”’. 

(d) With respect to position of Board, consideration raised in point 
4. of my TF-122 would gain added force. In fact whole position of 
Board would become difficult. While November 1, 1941 Agreement 
and paragraph 4 of General License 75 would require reconsideration 
in light of changed circumstances, major question would be what would 
be the function if any of the Board in a situation in which major part 
of foreign exchange business would be handled by Central Bank at 
official rate plus 50% completely independently of Board and in which 
amount of commercial imports foreign exchange, cover for which is 
provided by Board, is negligible (see section IT, 2) ; 

(e) Concentration of most foreign exchange business into hands of 
Central Bank will strengthen existing trend toward monopolization 
of business by Government and semi-Government institutions. 

Section II. 1. Had a long informal conversation with Dr. Kung on 
the 27th when he discussed foreign exchange situation with me. He 
indicated that pressure had been put on him to make adjustments 
for foreign diplomats, missionaries, et cetera. He could do so in one 

of three ways: | 

(a) He could recommend a reduction in official rate. But he was 
- not convinced that a reduction to say 40 was in best interests of China. 

_ (This is the mildest expression he has yet used re a reduction in rate 
his attitude toward which was much less intransigent than formerly.)
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(6) He could grant official rate plus 50% and have whole arrange- 
ment handled by Board which would receive the 50% from Ministry 
of Finance just as Central Bank will under arrangements actually 
adopted or in course of adoption. (This answers point 1 of your 587, 
May 6 and clarifies section 1 paragraph 3 of TF-120, May 12,°*" 1. e., 
settlement of accounts there referred to will be solely between Min- 
istry of Finance and Central Bank.) But it would be embarrassing 
to Board to do a large part of its business at 30 while official rate was 
maintained at 20. He had therefore decided on third alternative, 
namely: _ . 

(c) To grant various foreign organizations and individuals official 
rate plus 50% but to have all such transactions handled by Central 
Bank. He emphasized repeatedly that this arrangement was ad hoc 
and temporary and could be abandoned if found to be unsatisfactory 
in practice. It existed on a 24 hour basis and could be immediately 
scrapped if unsuccessful. 

With respect to the position of Board, Dr. Kung pooh-poohed an 
article appearing in April Central Bank bulletin (forwarded by 
pouch)* which stated that retention of foreign representatives on 
Board was inconsistent with abolition of inequal treaties and advo- 
cated fusion of Stabilization Board with Foreign Exchange Control 
Commission. Dr. Kung made it clear that this article did not express 
official attitude of Chinese Government. I called his attention to 
need for tightening up supervision of sales of United States dollar 
backed savings certificates in order to prevent foreigners receiving fap 
at 30 from buying certificates at 20. He thanked me for raising point 
and said it would be attended to. He concluded by promising to review 
situation with me again in near future. | 

2. While there is no doubt that Dr. Kung was sincere in stating 
that Chinese Government wished Board to continue to exist, in situa- 
tion which would arise if most foreign exchange transactions would 
be handled by Central Bank independently of Board at official rate 
plus 50%, Board would be faced with danger of extinction through 
atrophy. In Chungking Chinese members of Board cannot take 
initiative in differing from positions taken by Chinese Government. 
Tt is not too much to say that Board derives its strength solely from 

support you and British Treasury are prepared to give it. At least 
one and probably two of Chinese members would welcome concrete 
manifestation of such support at this juncture. | 

In view of Board’s predicament and on basis of above and other 
conversations with Dr. Kung I wish to report my impression that 
Treasury’s opinions would carry weight and would at least strengthen 
position of Board if Treasury found it expedient to express its atti- 

* Telegrams No. 587, May 6, 6 p. m., and No. 692, May 12, 10 a. m., p. 535. 
* Not reprinted.



REVERSE LEND-LEASE 5ol 

tude on following to Minister of Finance either through Chinese rep- 

resentatives in Washington or through me: 

a. Treasury’s preference for an outright reduction in official rate— 

say to 40—on grounds that official rate grossly overvalues fapi and 

that procedures now being adopted by Chinese Government create 

unnecessary complications and anomalies such as indicated in sec- 

tion I, paragraph 5 above, all arising from fact that Chinese Govern- 

ment is trying to change rate without changing it. 

b. If ad hoc arrangements without reduction in official rate are to 

be retained, Treasury’s preference for their being so handled that for- 

eign exchange receipts and outgoes made under them would be canal- 

ized through Board. 
| [ Adler] 

ATCHESON 

893.24/1601 : Telegram 

The Secretary of State to the Chargé in China (Atcheson) 

WASHINGTON, June 4, 1943—10 p. m. 

724. Embassy’s 825, June 1, 10 a. m. 
1. Embassy is authorized to take advantage of new rate pending 

the outcome of reverse Lend-Lease negotiations. However, Depart- 

ment desires that no action be taken which might prejudice negotia- 

tions in regard to reciprocal aid, which the Department feels offers 

the most satisfactory solution of the exchange problem unless the 

Chinese authorities are prepared to lower the official rate sufficiently 

to make it comparable to the exchange relief anticipated from reverse 

Lend-Lease and to make such further revisions as may be necessary. 

9. Above authorization includes offices of Military and Naval At- 

tachés and other official civil establishments mentioned in the refer- 

ence telegram. It is assumed that all other official civil establishments 

of this Government, such as Treasury and Lend-Lease, are entitled 

to take advantage of the new rate. 
Hoi | 

- 998.5151/9408 : Telegram 

The Chargé in China (Atcheson) to the Secretary of State 

CHUNGEING, June 26, 1948—5 p. m. 
[Received June 27—8:45 a. m.] 

| 1030. Department’s 802, June 24, 4 p. m.*® New exchange rate was 

placed in effect by Chinese Government during May. Following 

receipt of Department’s 724, June 4, 10 p. m., Embassy availed itself 

of the new rate as of May 29th. _ 

® Not printed; it requested the date the new exchange rate was placed into 

effect (893.24/1601).
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If the Department contemplates making adjustments in allowances 
and allotments it may be pointed out that the cost of all commodities 
and services rose approximately 50% between January and June, 
the equivalent of the increase in the amount of local currency received — 
as a result of the new rate. The living material and service costs 

| mentioned continue to rise steadily at a rate of about 10% monthly. 
| | ATCHESON 

893.24/1659 

Memorandum of Conversation, by the Chief of the Division of 
Far Eastern Affairs (Ballantine) 

[Wasuineton,] July 2, 1943. 

Participants: Maj. Gen. A. H. Carter, Fiscal Director, Army Serv- 
ice Forces; 

Col. E. M. Foster; Col. J. R. Gilchrist; Lieut. Col. P. 
G. Pennoyer; Maj. H. S. Patton, War Department; 

Mr. Irving Friedman, Treasury Department; 
Mr. Charles Denby, O. L. L. A.; 
Messrs. Alger Hiss, Joseph Ballantine, Augustus 

Chase, Kermit Roosevelt, State Department. 

The War Department representatives expressed doubt that the 
Chinese Government would be able to meet General Stilwell’s Re- 
verse Lend-Lease Chinese currency needs for the pay of Army per- 
sonnel and for other purposes, including especially construction proj- 
ects, and they considered that the purposes other than pay should 
have priority even though this well might mean that despite the re- 
ceipt of large amounts of fapi by the U. S. Army, our troops would 
still utilize the black market for exchange of their pay. The War 
Department representatives stated that most projects would involve 
mainly the furnishing of labor for which such currency would not 
necessarily be required * but they felt confident that U. S. Army ex- 
penditures in China would greatly increase and that pay of troops 
would constitute only a relatively small portion of the total. They 
said that it would be difficult to make any firm commitment to use the 
japi received for troop pay, observing that because of inflation even 
the transportation of the currency to certain remote areas would be a 
major problem. It would be difficult also to estimate in advance cur- 
rency needs for a given period, and in the event of major operations 
the amount required might greatly exceed what had been anticipated 

“ Marginal notation: “i. e., if labor conscripted or paid by Chinese.”



REVERSE LEND-LEASE 503 

and what the Chinese could supply. Even should the amount prove 

sufficient both for pay and other purposes there would be occasions 

when it would be expedient to use American dollars instead of Chinese © 

currency (even if available) for projects. 

One of the points most strongly stressed by the representatives of 

the War Department was their conclusion that present budget allot- 

ments for U. S. military expenditures in China will prove insufficient 

in view of the continuing spiral of inflation. General Carter said 

that he was not considering the high policy question of how much 

should be spent in China as compared to the magnitude of our efforts 

in other areas, but merely the question of how much is available for 

| China without going back to Congress and asking for more money 

on the ground that costs in China are “twenty times” what they are 

elsewhere. It was said that General Stilwell has recently reported on 

several occasions that the Chinese are “getting away with” a good 

deal in the matter of prices. . . . General Carter said that the War 

Department is consequently anxious to get as much Reverse Lend- 

Lease aid from China as possible. 

In the course of the discussion the War Department representatives 

stated that, although General Stilwell agreed in principle that Reverse 

Lend-Lease currency should be applied first to the pay of his troops, he 

could not be rigidly committed on this point, as military exigencies 

might require the use of so much of the available currency for projects 

that the amount left would be inadequate to pay the troops. While 

recognizing the desirability of his troops’ abandoning the black mar- 

ket, he considered the morale of his men to be of major importance and 

that their morale could not be maintained unless they were permitted to 

have recourse to the black market or received amounts in Chinese cur- 

rency comparable to what they could obtain on the black market. In 

other words, General Stilwell was prepared to do his best to carry out 

the proposed Reverse Lend-Lease arrangement, but he could not afford 

to have his hands tied to the extent specified in the “Memorandum of 

Principles”.* [This paragraph represents the net position of the War 

Department representatives progressively reached in the course of a 

prolonged discussion. In particular, the “agreement in principle” 

reflected in the first sentence was not expressed at the early part of the 

meeting. | : 

It was pointed out to the War Department representatives that the 

only restriction on General Stilwell which was contemplated was the | 

requirement that he use the available Chinese currency first for the 

payment of his troops, and that, if he did not receive enough for them, 

2 Draft memorandum prepared by the Office of Lend-Lease Administration, 

June 3, not printed. 
@ Brackets appear in the original.
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he would of course be justified in allowing his men to resort to the 
| black market. It was generally agreed that it should be understood 

that provision of sufficient fapi to permit adequate compensation of 
personnel would be a condition of the whole arrangement in so far as 
agreement to keep American troops out of the black market is 
concerned. 

The War Department representatives raised the point that the ade- 
quacy of the proposed compensation factor to be fixed by the Treasury 
might not prove acceptable to General Stilwell, and it was agreed that 
in this event the whole scheme would have to be abandoned. 

It was pointed out to the War Department representatives that the 
whole arrangement was also dependent upon what the Chinese would 
accept; that the Chinese were naturally sensitive to our troops resort- 
ing to the black market; that we had already indicated to Dr. T. V. 
Soong that the proposed arrangement could be expected to put an end 
to this practice; and that the Chinese, mindful that what they granted 
to us would have to be granted to other governments, would probably 
not accept the arrangement if this were not the case. 

At one point General Carter suggested tentatively that in order to 
minimize black market operations it might be well to request the 
Chinese Government to make dollar currency illegal in specified 
areas. [However it is believed that after further consideration, the 
War Department would conclude that such action would probably not 
be desirable from the viewpoint of the War Department as it would 
tend to interfere with General Stilwell’s desire to retain freedom to 
operate outside the agreement. |‘ 

Mr. Hiss then reviewed in broad terms what the Department of State 
would like to be able to propose to the Chinese, including an under- 
taking that, provided the Chinese fulfilled their obligations, American 
military and government personnel would except in cases of clear mili- 
tary exigency not patronize the black market, although General Stil- 
well would reserve the right to make official purchases and contracts 
apart from the agreement. General Carter stated that he was in- 
clined to favor the proposition as so stated in general terms, but that 
the War Department objected to the rigid and mandatory character 
of the phraseology employed in the “Memorandum of Principles” sub- 
mitted by the Office of Lend-Lease Administration. It was finally 
agreed that Mr. Hiss would revise the phraseology in question with a 
view to meeting if possible the War Department’s desires. 

At the request of those present, Mr. Ballantine then briefly discussed 
the broader political factors involved. 

J[osrrH | W. B[ALLANTINE] 

“* Brackets appear in the original.
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: 893.24/1618 : Telegram 

The Chargé in China (Atcheson) to the Secretary of State 

CuuncEING, July 6, 1943—7 p. m. 
[Received July 6—3: 39 p. m.] 

1108. Department’s 659, May 24,9 p.m.” Wearereliably informed 

that the proposed reverse Lend-Lease agreement received favorable 

discussion at a recent Executive Yuan meeting. Neither Dr. Kung, 

whom I have seen frequently, nor any other Chinese official has so far 

mentioned the matter of a possible reverse Lend-Lease agreement 

to us. | 
ATCHESON 

893.24/1628 

Memorandum Prepared in the Department of State 

[Wasuineron,]| July 8, 19438. 

INFORMAL STATEMENT OF THE UNDERSTANDING OF THE DEPARTMENT OF 

STATE AS TO THE PRINCIPLES WHICH ARE TO GOVERN THE DISPOSITION 

AND USE OF CHINESE CURRENCY RECEIVED AS REVERSE LEND-LEASE. 

Note: The purpose of the present memorandum is to serve as back- 

ground for use by officers of the Department of State and other officers 

of the United States Government who may participate in negotiations 

with representatives of the Chinese Government for a reverse lend- 

lease agreement along the lines of the draft agreement handed to Dr. 

T. V. Soong by Assistant Secretary of State Dean Acheson on May 

15, 1943. 

Category I. Chinese currency to be used to provide compensation 
adjustment for American civilian officials and military personnel in 

China. 

1. The Treasury Department has already drawn up a definitive 

draft of the necessary legal document to provide authorization for the 

payment of Chinese currency as an adjustment of the salaries of 

American civilian officials and of the pay of American troops in 

China.* 
2. The Chinese currency utilized for compensation adjustment is to 

be regarded by the United States as being received from the Chinese 

“Not printed, but see footnote 29, p. 541. 
*It is understood that the Treasury Department is prepared to collaborate 

with the War Department, the State Department and the Lend-Lease Adminis- 

tration in the prompt formulation of the procedural steps which are to be adopted 

to carry out the contemplated receipt and distribution of Chinese currency under 

this category. It is suggested that the agencies mentioned undertake to draw up 

such procedural plans as may be called for to insure successful operation of this 

part, of the proposed arrangements. [Footnote in the original.] 

332545—57——36
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Government as exchange adjustment, such currency (together with 
other currency to be received under reverse lend-lease arrangements 
[see category ITI infra])*+** to be credited to the Chinese on lend-lease 
account in terms of Chinese currency, final adjustment of the account 
to be made at some future date after the termination of the war. For 
its part the United States Government will deliver to the Chinese 
Government dollar exchange to the amount provided by statu[t]e and 
regulation for regular salaries and troop pay, not including compensa- 
tion adjustment, to the extent that such regular salaries and pay are 
paid in Chinese currency. 

3. Under the contemplated procedure the Secretary of the Treasury 
will fix a compensation factor to be used as the basis for determining 
the amount of Chinese currency to be paid as compensation adjustment 
with respect to civilian salaries and troop pay. It is understood that 
as a practical matter the Treasury Department will take into account 
all appropriate factors and opinions including, of course, the opinions 
of the appropriate military authorities and appropriate representa- 
tives of the other civilian agencies interested. It is to be understood 
that if General Stilwell should not be satisfied that the compensation 
adjustment computed on the foregoing basis was adequate for any 
given period of time, the operation of this part of the proposed ar- 
rangements would in fact not be practical. Since the entire purpose 
of this category of the proposed reverse lend-lease currency arrange- 
ments is to ease the exchange difficulties of Americans officially sta- 
tioned in China, of whom the great majority are Army personnel, 
General Stilwell must maintain freedom of action to determine 
whether the proposed exchange relief measures constitute in fact an 
improvement or an impairment of the present status of his forces and 
to accept or reject relief accordingly. 

4. The Department of State considers that in order to be in position 
| to request the Chinese Government to advance currency for the purpose 

under reference, the Government of the United States will for its part 
have to be able to give assurances that, provided sufficient Chinese cur- 
rency is obtained to make a reasonable adjustment of the compensation 
of American official personnel and American forces stationed in China 
and subject to the imperative requirements of major military exigencies 
(which are not now in fact foreseen as likely to arise), the United 
States Government will take steps reasonably calculated to prevent 
American official personnel from resorting to the so-called “black mar- 
ket”. To this end, subject to the conditions recited in the preceding 
sentence, it is anticipated that the payment of salaries and troop pay 
in currency other than Chinese currency will be discontinued or appro- 

“* Brackets appear in the original.
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priate safeguards will be established to insure that any such payments 

made in United States currency can be exchanged only under such 

conditions as will not unduly hamper the efforts of the Chinese Govern- 

ment to control the “black market”. Similarly it is to be anticipated 

that steps will be taken to see to it that such remittances or allotments 

as American official personnel may make of their own funds from 

China will be on a basis which is in accord with the foregoing. 

5. All the foregoing, of course, will be subject to any changes 

brought about in the light of experience by agreement between author- 

ized American and Chinese representatives. 

Category II. Chinese currency to be utilized for purposes other 
than the adjustment of compensation. 

1. It is anticipated that Chinese currency made available under re- 

verse lend-lease in amounts additional to the requirements for com- 

pensation adjustment will be utilized primarily by authorized repre- 

sentatives of the United States Army for such official purposes as the 

Army may deem proper in connection with its activities in China. 

The civilian agencies will also desire to utilize certain of these funds 

for official purposes, for example payment of rent and acquisition of 

- supplies—especially the payment of rent. It is understood that in 

any instances in which currency of the category under reference is 

utilized without any concomitant expenditure of United States dollars, — 

the articles acquired or benefits received by the United States in return 

for such expenditure shall in fact be regarded as a complete Chinese ~ 

- eontribution under reverse lend-lease. It is understood that, so far 

as the Army now sees, all of the Chinese currency received by the 

Army for category II purposes will be utilized only in conjunction | 

with the expenditure of the United States dollars in China and such 

Chinese currency will be regarded by the War Department as merely 

in the nature of exchange adjustment supplied by the Chinese Govern- 

ment, the Chinese Government to receive credit, in terms of Chinese 

currency, on its lend-lease account simply for the currency furnished 

by it, final adjustment of the lend-lease accounts to be made at some 

future date after the termination of the war. | 

2. It is understood that, subject only to major military exigencies 

(which exigencies are not in fact now foreseen), Chinese currency 

received under reverse lend-lease will be used for category II purposes 

only to the éxtent that such currency is available over and above the 

requirements for compensation adjustment (category I). This limi- 

tation is not a limitation upon any existing authority of General Stil- 

well’s. It is merely a definition of the nature of an additional facility 
that it is proposed will be made available to the United States Army 
in China. With the exceptions envisaged in this memorandum, the
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limitation does not restrict General Stilwell’s freedom of action. 
Without the limitation the Department of State seriously doubts the 
possibility of working out any satisfactory arrangement; with the 
limitation there becomes possible the adoption of a broad arrangement 
which would be of significant benefit to the Army not only in the field 
of troop pay but also in the general field of procurement and construc- 
tion. This limitation is moreover, of course, subject to change by 
agreement between appropriate American and Chinese authorities 
and is, furthermore, to be interpreted in the light of actual circum- 
stances as they arise. For example, if it should happen that Chinese 
currency received under reverse lend-lease is available in amounts 
insufficient to meet requirements of compensation adjustment for any 
particular period, it would be expected that the proposed arrange- 
ments as to compensation allowances would be inoperative so far as 
the Army is concerned for such period and it might be that the Chinese 
authorities would have no objections to the utilization of such currency 
for purposes other than compensation allowances. 

3. In general it is to be emphasized that the primary purpose of the 
currency provisions of the proposed agreement (and indeed of the 
entire agreement) is to provide an extremely flexible framework under 
which the United States Army authorities in China by process of 
agreement with appropriate Chinese officials can arrange for the 
progressive development of Chinese reverse lend-lease assistance. 

| Recrerocat Arp Funp 

As a procedural matter it is anticipated that a representative of the 
Lend-Lease Administration will be designated to receive from the 
American military forces and civilian agencies in China estimates of 
their reverse lend-lease currency requirements under categories I and 
IT, to present a request for a “lump-sum” total amount of Chinese 
currency to the Chinese authorities and to receive such currency as is 
subsequently made available by the Chinese Government. It is under- 
stood that there is general agreement among the interested agencies 
that reverse lend-lease currency received from China shall constitute 
a “reciprocal aid fund” and that the necessary accounting and other 
procedures for the operation of this fund will be drawn up by the 
Lend-Lease administration and the War Department in consultation 
with the Treasury and State Departments. 

CoMMENT WITH RESPECT TO PRESENT PLANS OF THE War DEPARTMENT 
AS TO UTILIZATION OF CHINESE REVERSE LEND-LEASE CURRENCY FOR 
PURPOSES OTHER THAN COMPENSATION ADJUSTMENT 

It is felt that the War Department’s present intentions with respect 
to utilization of Chinese reverse lend-lease currency for construction 
projects, purchase of materials, etc. may not prove practicable. It is
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understood that the War Department contemplates that there would 

be no uniform rule as to the amounts of Chinese reverse lend-lease 

currency to be so utilized—in one project such currency may represent 

10 percent of the total costs in China, in another 20 percent, and so on. 

The Army’s present intention is understood to be to estimate what 

the project would cost in the United States, allocate a corresponding 

amount of United States dollars for it and then utilize Chinese reverse 

lend-lease currency to such extent as may be necessary to carry out the 

project. If China could be frankly credited with having furnished 

under reverse lend-lease that proportion of the completed project rep- | 

resented by the proposition of Chinese reverse lend-lease currency to 

the total cost (the Chinese currency to be computed at some basis 

similar to the “compensation factor” mentioned under category I), 

the proposal would, it is believed, be made more attractive to the 

Chinese. To insist that the Chinese contribution in this category as 

in category I is merely in the nature of exchange adjustment and hence 

has no measurable value, while at the same time determining the 

Chinese contribution by factors not specially related to exchange ques- 

tions, is likely to seem arbitrary to the Chinese and may not be accept- 

able to them. On the basis of its present understanding the State 

Department would find it difficult to justify the War Department’s 

proposal to the Chinese because the anticipated lack of uniformity in 

application of the proposal minimizes its relationship to exchange 

adjustments. 

893.24/1628 

Memorandum of Conversation, by Mr. Alger Hiss, Assistant to the 

Adviser on Political Relations (Hornbeck) 

| [WasHineton,] July 27, 19438. 

In response to a call which Colonel Foster had made yesterday in 

my absence, I telephoned to him today. 

Colonel Foster said that the War Department had given study to 

the memorandum of July 8 on Reverse Lend Lease which the Depart- 

ment had sent to him about July 20 and wish to consult General Stil- 

well. He said that he had in mind sending by telegram a summary 

of the memorandum and of the War Department’s comments thereon. 

He wondered whether there would be time also to send a complete text 

of the memorandum and the War Department’s comments to the 

General. 
In reply I said that the Chinese might take the matter up with us at 

any time and that consequently it was impossible to make any satis- 

factory estimate of the time element. Colonel Foster indicated that 

he would send the telegram he had in mind and would in addition send
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the full text by pouch but would not count upon a sufficient delay 
ensuing to permit General Stilwell to do more than reply by telegram 
to the telegraphic communication. 

Colonel Foster read portions of his proposed message to General 
Stilwell which indicated general agreement by the War Department 
with the views expressed in the Department’s memorandum of July 8. 
In the portions which he read to me statement was made that General] 

Stilwell would be expected to give priority to troop pay to the extent 
that adequate Chinese currency was received for such pay and Ameri- 
can military personnel were to be prevented from frequenting the 
“black market” and from investing in the Chinese dollar certificates 
with the extra Chinese currency made available to them. It was, 
however, also expressly stated that General Stilwell’s freedom of 
action was not to be restricted and that in the event of military neces- 
sity he would not be bound rigidly to adhere to these procedures, 
Statement was also made that with regard to use of Chinese currency _ 
for contract purposes, the War Department contemplates estimating 
the total cost of a proposed purchase, construction, or other contract 
expenditure and would then be prepared to pay to China an amount 
of United States dollars computed on the basis of the compensation 
factor which the Treasury Department is to determine with respect to 

, civilian salaries and troop pay. Colonel Foster explained that this 
represented a change in the War Department’s views (it is to be noted 
that this change involves a matter as to which the Department ex- 
pressed adverse comment in the last two pages of the memorandum 
of July 8). Colonel Foster went on to say that the army would not 
wish to have any confusion as to a proportionate ownership of any 
article or facility acquired by it with Chinese currency received 
through Reverse Lend-Lease. Consequently it had not been con- 
sidered advisable to adopt in full the suggestion made in the conclud- 
ing comment contained in the Department’s memorandum. However, 
it had seemed desirable to adopt some uniform procedure. Colonel 
Foster also said that in the case of any procurement item which the 
Chinese were prepared to finance in toto, the Chinese would of course 
be given entire credit under Lend-Lease for such item (I. gathered the 
impression that Colonel Foster contemplates that items of this kind 
would be acquired or constructed by the Chinese authorities and then 
made available to our forces and that all procurement by our forces 
with Chinese currency received through Reverse Lend-Lease would be 
on the basis outlined above of a proportionate dollar payment, the 
Chinese contribution being regarded simply as exchange adjustment 
and not as a substantive contribution). 

I asked Colonel Foster whether he had planned to suggest that — 
General Stilwell consult the Embassy. In reply he said that he
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thought it would be helpful if he were to add a sentence informing 
General Stilwell that the latter should feel free to discuss the telegram 
with the Embassy and with the Treasury representative at Chungking. 

893.24/1627 : Telegram 

The Chargé in China (Atcheson) to the Secretary of State 

CuuNGEING, July 27, 1943—11 a. m. 
[ Received 3:18 p. m.] 

1307. Embassy’s 1108, July 6, 7 p. m. 
1. Arthur Young * has come to see me on his own initiative to dis- 

| cuss the question of reverse Lend-Lease. He stated that in his capacity 
of adviser to the Ministry of Finance he has been urging upon Dr. 
Kung and other concerned officials favorable consideration of the mat- 
ter and that in general the attitude of these officials has been favorable. 
He said that the chief apparent obstacle at present was a fear in some 
Chinese quarters that if and when China should become a major base 
of operations against Japan and we should have in China large num- 
bers of American troops China would be giving us under reverse Lend- 
Lease much more than China had received or would be receiving. Dr. 
Young indicated also that he was interested in learning whether it | 
was the American concept that reverse Lend-Lease would involve the 
furnishing by China of strategic materials. Having in mind the draft 
enclosed with the Department’s instruction 250, March 17, the second 
substantive paragraph of Department’s 649 [659], May 24, and third 
paragraph of message to Fowler from OEW * in Department’s 752, 
June 14,4* I said that I did not think that the furnishing of strategic 
materials by China was contemplated under reverse Lend-Lease; that 
in general reverse Lend-Lease was entirely voluntary and my under- 
standing was that the obligations of the other party in such arrange- 
ments with us were to be considered as naturally limited by the other 
countries’ capacities and potentialities; thus it seemed to me, speaking. 
personally, that under the terms of the proposed agreement and within 
the framework of the general concept China could by entering into 
such an agreement enjoy the obvious political benefits thereof and still 
retain final discretion as to amount of reverse Lend-Lease to be 

furnished. 
9. Mr. Fowler of OEW has since receipt of Department’s 752 several 

times asked what progress was being made towards effecting a reverse 
Lend-Lease agreement with China. I have the impression that the 

*% American adviser to the Chinese Ministry of Finance. 
“ Not printed, but see footnote 29, p. 541. 
* Office of Economic Warfare. 
“ Post, p. 653.
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message in question influenced Fowler to feel that if and when any 
subsidiary or other conversations with Chinese officials should take 
place here in regard to the matter, he would be involved as one of the 
American negotiators. On July 25, Mr. Lucker of OEW, who has 
just arrived, stated that before he left Washington, he was told by 
Department to consult me as to what progress had been made with 
Chinese in the matter. He said the Secretary of State and the Chinese 
Ambassador had had a number of discussions of it and also that he had 
seen a memorandum indicating that the question of the furnishing of 
strategic materials was entirely without the purview of the proposed 
agreement. (Mr. Fowler on the other hand has put forth his firm 
opinion that the furnishing of strategic materials is necessarily and 
must be part of China’s obligations under a reverse Lend-Lease  - 
agreement. ) 

3. As will be obvious from the above the Embassy is in a somewhat 
awkward position. We have not received from Department informa- 
tion in regard to what if any developments have taken place in Wash- 
ington subsequent to those described in Department’s 649 [659]. I 
have no desire to interject the Embassy prematurely into a matter that 
is assumably under negotiation in Washington but unavoidable cir- 
cumstances are, as indicated, getting us involved in it to some extent. 
Arthur Young states that he is coming to see me again in the matter 
in a few days and I should like, unless Department perceives objection, 
to be in a position to tell him definitely whether or not the question of 
the purchase of strategic materials (as well as the question of trans- 
portation costs for strategic materials mentioned by OEW in Depart- 
ment’s 752) is involved. I may add that I think a fair possibility of 
facilitating the matter rests to an appreciable extent upon Young, as 

the Finance Minister has asked him to study the matter and Young 
| himself is favorably disposed toward the proposal, and especially as 

Dr. Soong is now absent from Washington. 
4, As for Mr. Fowler’s connection with the matter, I may say con- 

fidentially and frankly that while I consider that he is, as an experi- 
enced businessman, capable and effective in his procurement and 
related activities I would envisage almost certain crossing of the wires 
if he should continue to receive instructions which lead him to believe 
that it will devolve upon him to “negotiate” with Chinese officials in 
regard to the conclusion of a reverse Lend-Lease agreement. If such 
agreement is concluded and if it should involve furnishing by Chinese 
of strategic materials or the payment of transportation costs therefor, 
participation by Mr. Fowler in the later working out of pertinent 
technical details would, of course, seem to be appropriate and 
essential. 

ATCHESON
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893.24/1627 : Telegram 

The Secretary of State to the Chargé in China (Atcheson) 

WasHIneton, July 30, 1948—6 p. m. 

990. Your 1807, July 27, 11 a. m. of which 2 sections in 4 numbered 
paragraphs have so far been received. | 

1. Department has had no discussion with the Chinese Embassy 

_ or Dr. Soong in regard to reverse lend-lease other than upon the two 

occasions described in Department’s 637, May 19, 9 p. m.** and 659, 
May 24, 9 p. m.*® and has been awaiting responses on the part of the 
Chinese Embassy to Department’s communications. It is believed 
that Mr. Lucker must have misunderstood the status of our dis- 

cussions with the Chinese Embassy and Dr. Soong. 
2. Department has assumed that discussions relating to the pro- 

posed agreement and actual negotiations thereof can probably be 
most conveniently conducted here. Paragraph in Department’s 752 
of June 14, 3 p. m.*® to which you refer was in no sense meant to 
indicate that Fowler was to participate in actual negotiations. As 
stated in the fourth sentence of that paragraph, it has been contem- 
plated that it may possibly be desirable to explore, if and when the 
agreement is entered into, the question of placing thereunder certain 
inland transportation costs of strategic materials. Please make this 

clear to Mr. Fowler. 
3. Department and other interested agencies have from the outset 

contemplated that actual purchases of strategic materials from China | 
would not be covered by the proposed agreement, and the Counselor of 
the Chinese Embassy was so informed orally in the conversation de- 
scribed in Department’s 659, May 24,9 p.m. You may so inform | 
Mr. Arthur Young and Mr. Fowler pointing out at the same time that 
the entire concept of lend-lease agreements is that they are entirely 
voluntary and that agreements on this subject merely set forth general 
principles to be followed by the parties thereto, details of actual trans- 
fers to be worked out subsequently by mutual agreement between the 
appropriate foreign and American authorities. 

4. Department has experienced difficulties and delays in reaching 
full understanding with other interested agencies as to accounting 
procedures to be followed under proposed reverse lend-lease agree- 
ment. In view of the novelty and complexity of the proposed ex- 
change and currency arrangements, this is not surprising and Depart- 
ment is inclined to be encouraged by the progress already reached 

toward unanimity. On or about July 20 Department presented to the 

“Not printed, but see footnote 25, p. 5387. 
** Not printed, but see footnote 29, p. 541. 
” Post, p. 658.
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War Department an informal memorandum dated July 8 which had 
been previously informally approved by Lend-Lease Administration 
and the Treasury Department. This memorandum set forth the De- 
partment’s understanding as to the principles which are to govern the 
disposition and use of Chinese currency which may be received under 
the proposed reverse lend-lease agreement. Department has in the 
past few days been informed informally that the War Department is 
in general agreement with the understanding set forth in the memo- 
randum and that a summary of the memorandum together with the _ 
War Department’s comments is being sent by telegram to General Stil- 
well who is being authorized to discuss the matter with the Embassy 
and with the Treasury representative at Chungking. The substance 
of the present informal agreement among the interested agencies is 
more or less along the lines with which the Chargé was familiar before 
he Jeft Washington. It is proposed that Chinese currency furnished 
under reverse lend-lease will be asked for and received in a lump sum. 
Subject to military exigencies the currency so received will in the first 
instance be utilized as compensation adjustment for the salaries of 
American civilian officials in China and the pay of American armed 

7 forces in China, the amount of the compensation adjustment to be 
computed by the Treasury Department under existing statutory au- 
thority. Additional Chinese currency received as reverse lend-lease 
aid will be utilized, presumably on the basis of similar computations, 
for payment of rent by civilian American agencies in China and for 
procurement and construction purposes by the American armed 
forces in China. Copies of the Department’s memorandum of July 8 
and other relevant documents are being forwarded by air pouch. 

5. In view of the fact that according to present indications of the 
War Department’s intentions (a) most Chinese reverse lend-lease aid 
would be in the form of Chinese currency and (0) all or practically all 
Chinese currency which might be received under reverse lend-lease 
would be expended only in conjunction with the expenditure of United 
States dollars in amounts regarded as equivalent on the basis of rea- 
sonable exchange value to the total amount of Chinese reverse lend- 
lease currency expended, the Department does not consider that it is 
likely that under the proposed agreement China would be asked to give 
to us under reverse lend-lease more than China receives from us under 
lend-lease. In addition Department concurs in the views expressed 
by you in the last sentence of paragraph 1 of your telegram under 
reference. 

6. Department hopes that the foregoing information will enable you 
to answer the inquiries which Mr. Arthur Young has raised and to 
make plain to the OEW representatives the Department’s position as 
to the conduct of the negotiations. Please ask Mr. Young for the time
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being and until General Stilwell has had an opportunity to comment 
on the latest proposals to regard the information contained in para- 
graphs 4 and 5 as for his own background information only and as 
illustrative rather than definitive. 

| Hou. 

893.24/1629 : Telegram _ 

The Chargé in China (Atcheson) to the Secretary of State 

Cuunexine, August 9, 1943—3 p. m. 
a [Received August 9—2: 05 p. m.]| 

1412. Department’s 990, July 30,6 p.m. Young called August 4 
and I undertook to clarify points he had raised. He called again 
August [apparent omission] and stated he had explained to Dr. Kung 
the questions raised and that Kung appeared satisfied except in that 
Chinese Embassy had not reported Department’s oral statement of 
May 21 in regard to noninclusion of purchase of strategic materials. | 

ATCHESON 

103.91702/3788 : Telegram | | 

The Ambassador in China (Gauss) to the Secretary of State 

Cuunexine, October 6, 1948—3 p. m. 
[Received October 7—10: 54 a. m.] 

1878. [Here follows report on sale by American civilian personnel 
of United States currency and drafts in the Chinese black market. | 

I am circulating all Foreign Service personnel in China directing © 
attention to provisions of notes IV and V section 1-19 Foreign Service 
Regulations and am also cautioning all members of Embassy that 
facilities for issuance of bank drafts for United States currency for 
any part of their salaries or allowances will be available only for the 
purposes of direct transmission to the United States and such drafts 
are not to be sold directly or indirectly in the black market. 

Situation reported by this telegram is result of three factors: fan- 
tastic and continuously spiraling cost of living, open use of black 
market by American Army personnel, apparently with tacit approval 
of American Government, thus creating gross discrimination as be- 
tween members of the military and civilian services; and subjection 
of cost of living allowances to income and victory tax which heavily 
reduces those allowances. 

While the only immediate action which can be taken in the present 
problem of living costs at Kunming, and at Chungking and elsewhere, 
is by increasing without delay cost of living allowances for American
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personnel and further temporary salary increases for Chinese per- 
sonnel, this is not a satisfactory solution, which can probably be found 
only in provision of Chinese currency grants by Chinese Government 
under reverse Lend-Lease and the fixing of allowances in Chinese 
currency adequate to meet rapidly spiraling living costs. It was my 
understanding that furtherance of reverse Lend-Lease proposals was 
awaiting a report from General Stilwell who tells me it was sent in 
some three weeks ago by telegraph. I trust that Department may be 
soon in a position to urge the proposal on the attention of the Chinese 
Government. On cost of living allowances let me emphasize that 

| American personnel do not enjoy full benefit of such allowances due 
to resulting increase in their income and victory taxes since ‘Treasury 
Department rules that such allowances represent taxable income. I 
find that our income and victory taxes are increased by amounts equal- 
ling 22 to 59% of the amount of our cost of living allowances. First 
mentioned figure represents result to unmarried American clerk while 
latter figure represents my own case. I urge that Treasury be asked to 
reconsider ruling which includes cost of living allowances as taxable 
income. Such allowances are in actual fact exchange adjustments. 
If Treasury unwilling to reconsider matter I urgently recommend leg- 
islation by Congress. I am informed that allowances to other services 
are made in a form which does not bring them within taxable income 
but so far I have not been able to obtain precise information concern- 
ing their allowances. 

Gauss 

893.24/1627 : Telegram 

The Secretary of State to the Ambassador in China (Gauss) 

Wasuineron, October 8, 1943—11 p. m. 

1449. Department’s 990, July 30, 6 p. m. and final paragraph Em- 
bassy’s 1794, September 24, 10 a. m.,” in regard to reverse Lend-Lease. 

1. Department has been informed by War Department that General 
Stilwell in recent message expressed agreement in principle with 
reverse Lend-Lease plan but stressed that pay of Army personnel 
represents only very small percentage (about 2 percent) of the total 
monthly expenditures of US forces in China and that principal prob- 
lem is procurement of materials and labor required to meet military 
needs. 

9. In view of the fact that War Department’s attitude on this ques- 
tion is largely determined by military requirements of US forces in 

° Latter not printed; in the final paragraph the Ambassador stated: “I trust 
that Department may soon be in a position to press matter of reverse Lend-Lease 
which is only satisfactory solution of our financial difficulties in China.”
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China it is suggested that the Embassy discuss this whole problem with 

General Stilwell’s headquarters with a view to reaching an under- 

standing with Stilwell on financial and matériel requirements of 

forces under his command which might be included under proposed 
reverse Lend-Lease. 

8. Department further suggests that following an understanding 

with General Stilwell on this question you call on Dr. T. V. Soong, 

who while in Washington expressed himself as being in favor of re- 
verse Lend-Lease (Department’s 637, May 19, 9 p. m.),™ and discuss 
matter with him in the light of the specific needs of our armed forces 
in connection with the prosecution of hostilities in China against the 
Japanese and the increasing financial difficulties being experienced by 
our civilian representatives in China. 

Huy 

893.24/1664 : Telegram 

The Ambassador in China (Gauss) to the Secretary of State 

CuuncKInNG, October 20, 1948—6 p. m. 
[Received October 20—12: 18 p. m.] 

1990. Reference your 1449, October 8. Shortly after receipt your 
message and return to Chungking of Foreign Minister Soong, General 

| Somervell © of Army arrived here and, being greatly concerned over 
fact that due to exchange rate, airfields, et cetera, are costing American 
Government in China 4 to 5 times what they would cost in the United 
States, he approached Foreign Minister Soong proposing an arrange- 
ment under which China should provide Stilwell for War Department 
use Chinese currency at a rate 5 times the official exchange rate or in 
effect 100 to 1. He stated requirements of Army would very soon 
reach CN dollars 500 million a month. He suggested that this ar- 
rangement be outside proposed reverse Lend-Lease agreement which 
should be confined to services, supplies, et cetera. After making that 
proposal orally to Soong, Somervell consulted me and was told that if 
the arrangement could be made at all it likely could only be made as 
reverse Lend-Lease. Foreign Minister later asked that Major Gen- 
eral Clay who has been here with Somervell should see Finance Minis- 
ter Kung. Atcheson accompanied Clay to see Kung this morning. 
Kung was opposed to Army proposal but when Atcheson suggested its 
consideration under reverse Lend-Lease be [he] showed more favor- 
able disposition and promised to give matter early study. I hope to 

Not printed, but see footnote 25, p. 587. 
sunt Gen. Brehon Somervell, Commanding General, United States Services of
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see Foreign Minister soon after Admiral Mountbatten ** and others 
leave Chungking and shall ask early consideration of proposed reverse 
Lend-Lease. — 

Gauss 

893.24/1665 : Telegram . 

The Ambassador in China (Gauss) to the Secretary of State 

CHUNGKING, October 22, 1943—2 p. m. 
[ Received October 22—1: 21 p.m. ] 

7 2005. My 1990, October 20. I called on Soong by appointment 
this morning accompanied by Atcheson, went over with him the gen- 
eral subject of reverse Lend-Lease and also specifically Somervell’s 
proposals as explained to Kung on October 20 by General Clay and 
Atcheson, and mentioned that the needs of our civilian establishments 
would probably approximate CN dollars 5 million a month. 

Soong seemed favorably disposed in principle and said that Kung 
had mentioned Somervell’s proposal to him casually but no definitive 

_ discussion had taken place. He said that some time ago the Executive 
Yuan had given consideration to the draft reverse Lend-Lease agree- 
ment and had telegraphed to him in Washington some suggestions in 

regard to it which led him to believe that the matter was not well 
understood in Chungking; he had accordingly not discussed those 
suggestions with the State Department as he thought 1t would be better 
for him first to go into the matter with concerned officials of the 
Government upon his return to Chungking. Hesaid he would discuss 
it with Dr. Kung and other officials and that as soon as practicable 
we could have a round table discussion. | 

| Gauss 

103.91702/3783 : Telegram 

The Acting Secretary of State to the Ambassador in China (Gauss) 

WasHineton, October 31, 1943—1 p. m. 

1565. The Department recognizes the urgent need for alleviating 
the critical situation outlined in your 1878, October 6 and previous 
telegrams in regard to the personal financial difficulties confronting 
Foreign Service officers and other civilian representatives of the Gov- 
ernment as a result of rapidly rising living costs in China and the 
purely artificial exchange rate established under the Stabilization 
Board Agreement." 

* Supreme Allied Commander, Southeast Asia. 
See Treasury Department press release, April 25, 1941, Foreign Relations, 

1941, vol. v, p. 633.
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The Department is still actively endeavoring to find means whereby 
cost of living allowances may be exempted from inclusion in taxable 
income. 

Please approach the Minister of Finance informally and inform 
him that this Government regards as imperative Chinese cooperation 
in establishing, as soon as possible, an equitable and realistic basis 
for meeting the financial needs of American civilian establishments 
in China, either by implementation of the proposed reciprocal Lend- 
Lease agreement or by an adequate special exchange adjustment. 
Please add that in the meantime the Department has no alternative 
other than to authorize its diplomatic and consular officials in China 
to make use of the facilities now utilized by the United States Mili- 
tary Forces in obtaining required Chinese currency. 

Effective immediately the Embassy and Consular establishments 
in China are authorized to sell drafts on the Secretary of State for 
salaries, allowances and operating expenses of the embassy and con- 
sular offices to the Army Post Office at Kunming for United States 
currency. This will permit payment of salaries and allowances in 
United States currency and payees will be permitted to acquire Chi- 
nese currency therewith by the most advantageous means available 
to them. Certificates required by Note 5, Section I-19, of the Foreign 
Service Regulations should invariably be submitted. Please report 
immediately whether the Army Post Office at Kunming is agreeable 
to and has sufficient United States currency on hand for encashment 
of aggregate drafts to be presented monthly. 

Department desires exchange of official checks and drafts to be | 
confined to the A. P. O. facility, with the object of keeping official 
American instruments of exchange out of questionable channels. Ac- | 
cordingly other methods of obtaining American cash dollars for the 
purpose of exchanging them for Chinese currency should not be 
resorted to without Department’s prior knowledge and approval. 

Inform representatives of other agencies. 

| STETTINIUS 

893.24/1672 : Telegram 

Lhe Ambassador in China (Gauss) to the Secretary of State 

Cuunoxine, November 5, 1948—2 p. m. 
[Received 11:15 p. m.] 

2085. Reference my 2005, October 22 and previous on reverse Lend- 
Lease. On October 26 Foreign Minister informed me he had discussed 
matter with Finance Minister and had no objection to my seeing latter 
personally. I was unable obtain appointment till yesterday when 
Atcheson and I saw Kung and carefully outlined situation, referring
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to basic Lend-Lease agreement, proposals for reverse Lend-Lease, 
needs for our Army stated by Somervell now to be approaching 
500,000,000 Chinese dollars monthly, situation arising out of official 
exchange rate which finds cost of airport and other facilities provided 
by our Army 8 to 10 times costs in United States, reaction and criticism 
likely to result from this situation, needs of American civilian agen- 
cies in China, and necessity of Chinese cooperation in establishing 
equitable and realistic basis for meeting financial needs of American 
military and civilian agencies in China either by implementation of 
proposed reverse Lend-Lease or by adequate special exchange adjust- 

ments (see your 1565, October 31,3 [7] p.m.). 
Kung was affable and friendly but, while assuring me that he and 

Gissimo * and Chinese Government are disposed to do anything pos- 
sible to help American Government, he gave no indication that matter 
has in fact had serious study or that any realistic and satisfactory so- 
lution will soon be forthcoming. He made it plain, he has no intention 
of changing present artificial exchange rate, and as to reverse Lend- 
Lease said he had been surprised that American Army expenditures 
were of such magnitude as suggested by Somervell, commented that 
while China would study whether it could give financial aid to us in 
present situation China might have to turn again to United States for 
further financial assistance (tending to confirm a suspicion I have had 
for some time that before long China will be asking for another loan), 
and as to my intimation (see your 1565) that authorization has been 
given for our civil agencies temporarily to make use of same facilities 
as our Army in obtaining Chinese currency, that is by use of U. S. 
currency in China, said he had no objection but queried whether this 
might not lead to Congressional criticism and also intimated that 
U.S. currency [from?] Army forces is finding its way to Shanghai 
and to the Japs. 
Kung talked away from every point made by us and while repeating 

assurances of desire to be of assistance to American Government 
gave no indication that any realistic or substantial arrangement is 
likely soon to be proposed. 

I intend to have a further conversation on subject with Foreign 
Minister but we understand confidentially that latter has been having 

family trouble with his brothers-in-law and sisters ** and his influ- 
ence in financial matters in which Kung has support of the Gissimo 
is limited. 

I do not anticipate that any proposal from Chinese side, even if 
forthcoming, will offer substantial relief for our financial problems 
in China. Our approach heretofore has been informal. I now sug- 

Generalissimo Chiang Kai-shek. 
* Generalissimo Chiang, Dr. H. H. Kung, and Mesdames Kung, Sun Yat-sen 

and Chiang.
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gest for consideration a formal approach in precise terms as from our 

Government following consultations between State, Treasury, War 

and other agencies concerned. 
Gauss 

103.91702/4168 : Telegram 

The Ambassador in China (Gauss) to the Secretary of State 

CuuncxKING, November 5, 1943—8 p. m. 
[Received 9: 16 p. m.] 

2095. Continuing my 2085, November 5, 2 p. m., and with reference 

your 1565, October 31,1 p.m. Authorization to obtain United States 

currency for Embassy, Consulates and other civilian agencies presents 

practical problems which may be difficult to overcome. 

APO Chungking does not have sufficient funds to encash our drafts 

or checks and according best available information here APO Kun- 

ming does not have funds to handle more than perhaps 1 to 5,000 

United States dollars. Chief of Staff Army forces says military | 

agencies such as APO and Finance officers have only sufficient funds 

for their own use and while United States currency might be available 

at Karachi from United States Army there, the problem would be to 

bring it into China and risk and responsibility attaching, which Army 

would be disinclined to accept. Recent losses of planes due to enemy 

action on Assam—China run increases risks involved. | 

Even if United States currency can be made available it is doubtful 

whether it could be disposed of in any substantial amounts at Chung- 
king. Principal market is at Kunming and any heavy increase of 
United States currency there might be difficult to exchange. 

Embassy estimates that about 40,000 United States dollars monthly 
would be required for Embassy and other civilian agencies based at 
Chungking, for salaries and allowances alone. Total of Embassy 
and all such agencies for salaries, allowances and operating expenses 
has recently run to as much as 140,000 United States currency a month. 

While your 1565 refers to “operating expenses” as well as salaries 
and allowances, I question whether, except in those few cases where 
contracts as for rent have unauthorizedly been made in actual United 
States currency, it would be possible to use such currency since that 
would necessitate an officer going officially into black market to sell 
such currency and no exchange vouchers would be obtainable to 
support accounts. 

Embassy does not understand statement that certificates required by 
note 5 section 1-19 Foreign Service Regulations should invariably be 

submitted. Nosuch certificates are prescribed by regulations. I have 
endeavored to ascertain whether there exists any Chinese law or man- 

882545—57——37
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date making illegal the sale of United States currency in China but 
so far have been unable todoso. As reported in my 2085, Kung raised 
no objection to our using United States currency. There are regula- 
tions punishing by martial law those engaging in certain black market 
activities in commodities. We know that Chinese Government has 
sought to cease [crack?] down black market exchange shops at Kun- 
ming but do not know under what law, if any, this was done. 

I will bring Department’s authorization to attention of consular 
officers and representatives of other agencies, and am making inquiry 
through Consul at Kunming as to possibility of implementing this 
authorization through encashment of drafts and check for Chungking, 
sale of resulting United States currency at Kunming and its remit- 
tance to Chungking. 

Department may find it necessary to arrange with War Department 
for supply of United States currency by United States Army to 
Kunming or Chungking. 

I will report further upon receipt of information requested from 
Consul at Kunming. 

Gauss 

893.24/1678 

Memorandum of Conversation, by Mr. Alger Hiss, Assistant to the 
Adviser on Political Relations (Hornbeck) 

| Wasuineron,] November 11, 1943. 

Subject: Reverse Lend-Lease Discussion With China 

After discussing the matter with Mr. Stanton, I telephoned Colonel 
Foster in order to call his attention to the latest communication we 
have had from Chungking on the above subject, namely, Mr. Gauss’ 
telegram 2085 of November 5,2 p.m. I told Colonel Foster that the 
Department had already sent a paraphrase of this telegram to the 
War Department and suggested that if he had not yet obtained a copy 
I thought he would wish to take steps with the War Department’s 
liaison officers in order to get a copy. I then summarized the substance 
of the telegram and stressed the fact that Mr. Gauss now suggests that 
we consider making a formal approach in precise terms. 

Colonel Foster asked me if I had heard any reports as to General 
Somervell’s statements on this subject since he has returned to Wash- 
ington. Isaid that had not. Colonel Foster said that he has not yet 
seen General Somervell, but that he has been working on the matter 
continuously for the past few days, and that he hoped—on the basis of 
General Somervell’s views—to have something concrete within a short 
time. He went on to say that he was rather surprised at the somewhat 
discouraging tone of Mr. Gauss’ telegram of November 5 in view of
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the fact that he understood that General Somervell, according to those 

who have talked to the General since he returned to Washington, feels 

rather encouraged that something satisfactory can be worked out with 

the Chinese on this subject. 
I replied that in the absence of knowledge as to General Somervell’s 

exact views and particularly in the absence of knowledge of what 

various Chinese officials may have said to General Somervell who had, 

we understood, conversations in Chungking at which Mr. Gauss was 

not present, we were in no position to comment on General Somervell’s 

optimism. I said that on the basis of our information we do not feel 

warranted in being over-optimistic but that nonetheless we thought a 

further approach would be wise. I asked Colonel Foster please to take 

steps to communicate the War Department’s views on this matter in 

writing and in precise terms so that we could take up with O.L.L.A. 

and Treasury the question of making a new concrete approach to the 

Chinese. Colonel Foster said that he would be glad to take steps to 

thisend. I emphasized the fact that since Lend-Lease agreements are 

primarily designed to facilitate military operations the views of the 

War Department are of particular importance and that under the cir- 

cumstances we would take no action until we heard from the War 

Department. Colonel Foster agreed that the initiative in this matter 

now lies with the War Department who can be expected to communi- 

cate their views to us in the near future. 

893.5151/969a : Telegram 
| 

T he Secretary of State to the Ambassador in China (Gauss) 

WasuHineTon, November 20, 1943—3 p. m. 

1672. From the Secretary of the Treasury for Adler.” You are 

requested to discuss with Dr. Kung the following urgent and secret 

matter : 
1. You are instructed hereby to obtain a quotation from Dr. Kung 

on the price at which the Chinese Government would be willing to 

make CN $400 million per month available to the United States Gov- 
ernment to meet United States military and civilian governmental 

expenditures. Expenditures of the United States Government in 
China are at present around United States $15 to 20 million per 

month. It is to be expected that the equivalent amount of Chinese 
national currency expenditures could be met at considerably less cost 

in United States dollars at the new price. 
2. In your discussions of this price with Dr. Kung, you should 

emphasize the fact that the price at which gold is selling in Free China 

® Solomon Adler, United States representative on Chinese Stabilization Board.
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is about CN $8,000 to 10,000 per ounce which at the official rate of 
exchange is the equivalent of United States $400 to 500 per ounce. 

3. For this 400 million yuan per month the United States Treasury 
would be willing to pay either with (a) United States dollars, or (0) 
gold on earmark at the Federal Reserve Bank at New York, or (¢) by 
having one-half of the shipments of gold currently being made to 
China for sale in China be for the account of the United States 
Government. [Morgenthau.] 

Hoviu 

124.935/603a : Telegram 

he Secretary of State to the Ambassador in China (Gauss) 

Wasuineton, November 23, 1948—9 p. m. 
1684. The Department has interposed no objection to the instruc- 

tions recently given Adler by the Treasury Department in regard to 
the possible acquisition of Chinese currency. (Department’s 167 2, 
November 20.) However, in view of probability that negotiations 

_ may be protracted and that conversion rate to be suggested by Kung 
may be unsatisfactory Department has informed Treasury that pend- 
ing wholly satisfactory completion of proposed arrangement Depart- 
ment must maintain freedom of action in arranging for acquisition of 
Chinese currency on a realistic basis. As an interim measure, there- 
fore, Department has requested War Department to arrange for ship- 
ment of $500,000 in United States currency, your estimated quarterly 
needs, to Army Finance Officer at Kunming and to authorize him to 
cash drafts on the Secretary of State and Treasury checks for all 
Foreign Service and civilian governmental establishments in China. 
War Department is agreeable to shipment provided prior approval 
of General Stilwell is obtained. Please impress on Stilwell Depart- 
ment’s urgent need for his approval. 

Under tentative arrangement, if entire amount cannot be obtained — 
in Karachi, shipment will be made from here, in which case War 
Department has been asked to endeavor to make interim shipment 
from Karachi of $150,000 to meet your November 30 needs. Tenta- 
tively it is proposed to ship denominations as follows: 

$100,000 in $50 bills 
$200,000 in $20 bills 
$150,000 in $10 bills 
$ 45,000 in $ 5 bills 
$ 5,000in$ 1bills. 

Please report if satisfactory. 
Full reply to points raised in your 2095, November 5 and other 

telegrams will be made shortly. | 
Huu
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893.24/1674 | 

Memorandum of Conversation, by Mr. Alger Hiss, Assistant to the 

Adviser on Political Relations (Hornbeck) 

[Wasurneton,| November 24, 1943. 

Colonel Foster came in to supply us with a copy of a draft of an 

agreement which the War Department proposes be suggested to the 

Chinese Government covering the furnishing of Chinese currency 

for the use of American military forces in China. 

Colonel Foster explained that the draft agreement, a copy of which 

is attached hereto,®* was designed to be a supplemental agreement to 

- the general reverse Lend-Lease agreement which has already been 

proposed to the Chinese Government and that the two agreements 
would, if approved by the Chinese, be signed simultaneously. The 
special agreement on currency would, in effect, spell out in detail the 
means by which China would provide the “financial services” pro- 
vided for in the general agreement along lines which have already 
been communicated informally to the Chinese first by Mr. Dean 
Acheson last May and subsequently by our Embassy in Chungking 
and by Generals Somervell and Clay (most recently during the visit 
of the two Generals at Chungking in October). Colonel Foster 
explained that General Somervell obtained the impression while in 
Chungking that the Chinese are prepared to enter into an agreement 
along the lines of the draft special agreement. Colonel Foster was 
aware of the fact that Mr. Gauss has received a less optimistic 

impression. 
The War Department is contemplating sending Mr. Edward C. 

Acheson to Chungking to represent the War Department and the 
Lend-Lease Administration for the negotiation, with the cooperation 
and advice of the Embassy, of the special agreement. In pursuance 
of this intention the War Department has sent a telegram to General 
Stilwell asking whether he approves of such a procedure. Colonel 
Foster said that if the draft agreement is approved by the interested 
government departments and if General Stilwell approves the as- 
signment of Mr. Edward C. Acheson to this work the War Department 
will keep in close touch with us so that the Embassy can be notified 

in advance of Mr. Acheson’s arrival. 
There ensued some discussion of the terms of the draft agreement. 

Colonel Foster was shown a copy of the Department’s telegram No. 
1672 of November 20 to Chungking, being a message from the Secre- 
tary of the Treasury to Mr. Adler in which Mr. Adler was instructed 
to ask Dr. Kung whether the Chinese Government will sell to the 
United States Government for United States currency or gold four 

8 Infra.
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hundred million dollars worth of Chinese currency per month. Colo- 
nel Foster said that the War Department would await the Chinese 
reaction to the Treasury proposal before going forward with its 
proposed special agreement and would coordinate its actions with 
those of the Treasury. He said that he proposed to take a copy of the 
draft special agreement to the Treasury and to Lend-Lease in the 

| very near future. . 
It was pointed out to Colonel Foster that the draft agreement pro- 

vides for making Chinese currency available to the United States 
armed forces in China. Colonel Foster in turn pointed out that 
Clause F would authorize the utilization of the Chinese currency to be 
received under the agreement for the operations of any U. S. agency 
in China connected with the war effort and that the U. S. Govern- 
ment has a right to determine for what purposes expenditures will be 
made. He said that in drafting this clause he had in mind the 
supplying of currency to the Embassy including all the American 
governmental civilian establishments in China. He went on to say 
that it seemed to him this method had two special merits: (1) it was 
consistent with the general military purpose of Lend-Lease activities 
and (2) it was not so apt to put the Chinese in the position of 
automatically having to grant similar facilities to the diplomatic 
and to the civilian establishments in China maintained by other 
governments. 

893.24/1674 

Lhe War Department to the Department of State ® 

Drarr Text or AGREEMENT WITH CHINA FOR THE FURNISHING OF A 
SPECIAL CHINESE ACCOUNT 

1. In the United Nations declaration of January 1, 1942, the con- 
tracting governments pledged themselves to employ their full re- 
sources, military and economic, against those nations with which they 
are at war, and in the agreement of June 2, 1942, each contracting gov- 
ernment undertook to provide the other with such articles, services, 
facilities or information useful in the prosecution of their common 
war undertaking as each might be in a position to supply. 

2. In furtherance of that agreement of June 2, 1942, the Govern- 
ment of the United States and the Government of the Republic of 

China agree to the following plan for making available to the U.S. 
Armed Forces in China Chinese currency in such amounts as may be 
mutually agreed upon to assist in meeting the requirements of such 
US. Forces there. 

* Handed to Alger Hiss on November 24 by Col. Eugene M. Foster.
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a. Initially the Government of the United States will deposit in the 

Federal Reserve Bank of New York to the credit of the Central Bank 

of China to the account of the Government of the Republic of China 

the sum of $6,000,000. 
b. That upon receipt of advice by the Government of the Republic 

of China that the $6,000,000 have been so deposited the Government 

of the Republic of China will have placed in the Central Bank of 

China, Chungking, China to the credit of such U.S. army disbursing 
officer as the Commanding General, U. S. Armed Forces in China may 

designate in writing the sum of 600,000,000 yuan. 
ce. That monthly thereafter and until such time as otherwise agreed 

upon, the U.S. Government shall replenish the dollar account in New 
York by such amount as the Commanding General, U.S. Forces in 

China requests in order to maintain sufficient balance in the yuan 

account in China for his needs and the Government of the Republic 

of China will deposit in the yuan account, yuan equal to the dollars 

deposited on the basis set forth in sub-paragraph b, above. 
d. That at any time mutually agreed upon by the Government of the 

Republic of China and the U.S. Government, the latter represented by 

the Commanding General, U.S. Armed Forces in China, the working 

fund dollar account in New York may be reduced or increased to 

approximate actual requirements and the yuan account in China will 
be proportionately adjusted. 

e. That four-fifths of the monthly total placed in the yuan account 
by the Government of the Republic of China shall be recorded as a 

part of China’s contribution to the common war effort of the two 

Governments. That any balances remaining in the yuan account upon 
termination of the agreement will be returned to the Government of 
the Republic of China upon payment by that Government in New York 
of the dollar value of such yuan on the basis on which the yuan account 
is then being operated in accordance with this agreement. 

f. That the Government of the U.S. agrees that the yuan account 
established in China will be used to meet the requirements of the U.S. 
Government military forces operating in China, but the U.S. Govern- 
ment reserves the right to determine for itself for what purposes 
expenditures from this account will be made and basis of settlement of 
such expenditures. It is further understood that when in the opinion 
of the U.S. Government the operations of any other U.S. agency in 
China are connected with the war effort, expenses of such agencies may 
be paid from the yuan account referred to herein. 

g. That the Commanding General, U.S. Armed Forces in China or 

such officer as he may designate will represent the U.S. Government in 
completing with any representative designated by the Government of 
the Republic of China any operating details necessary to make this 
agreement mutually effective. 

h. That the provisions of the agreement are not in lieu of, but are in 
addition to any other aid which may be mutually agreed upon as a con- 
tribution to the common war effort by either party. 

4. That any part or all of this agreement may be amended at any 
time by mutual agreement between the contracting parties.
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893.5151/969 : Telegram 

The Ambassador in China (Gauss) to the Secretary of State 

CHUNGKING, November 24, 1943—midnight [noon?]. 
[Received November 25—10: 06 a. m.] 

2228. From Adler to Secretary of Treasury. 

1. Saw Dr. Kung yesterday and asked him for quotation on price 
at which Chinese Government would be willing to make CN dollars 
400,000,000 monthly available to United States Government. We had 
long and amicable conversations though Kung tended to be evasive 

except toward close. He reviewed Chinese financial situation at some 
length, claiming that change in official rate would undermine con- 
fidence in fapi and accelerate rise in prices, to which I replied Treas- 
ury was not raising question of official rate and that it made no 
difference to internal prices whether United States Government ex- 
penditures were financed at price of 20 to 1 or of 100 to 1. Kung, 
after commenting that experts could understand that but not laymen 
and that it was impossible to keep secret price at which Chinese 

Government sells fapi to us, stated that China has advanced CN 
dollars 3,000,000,000 since outbreak of Pacific war for constructing 
airports and providing transportation facilities, et cetera, for USAAF, 
that China was preparing to ask us for another loan, and that any 
increase in the expenditures for USAAF would merely mean an 
increase in amounts he would ask for. 

2. At this stage I mentioned the three alternative methods of pay- 
ment indicated in your point 3 (re your 1672 of November 20th). 
Kung first rejected all three and offered as alternatives: 

(a) His going over USAAF expenditures with Generalissimo and 
General Stilwell—which he is to do in near future—finding out where 
it was possible to cut them: and agreeing to bear a proportion, which he 
did not specify, under reverse Lend-Lease. I pointed out that reverse 
Lend-Lease negotiations had been protracted and that it might take 
some time to conclude them, to which he claimed that his Government 
had already decided to agree in principle and that agreement might 
be consummated in near future. 

(6) His not objecting to Treasury shipping U.S. currency to China 
to be sold in black market, adding that sales in quantity would push 
down price. But he did not recur to this suggestion in his final offer. 

3. I then pointed out that USAAF expenditures were being financed 
at official rate, that U.S. Government expenditures in China were out 
of all proportion to return on them and that U.S. is now selling gold 
in Middle East to finance its expenditures, emphasizing your point 2. 
Kung said he had no objection in principle to gold being sold on our 
account in China, but sales in any quantity would both push price 
down and compete with China’s gold selling policy and in any case 
would not yield enough to cover our needs. I made it clear that
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sale of gold on our account need not compete with theirs if sales con- 

ducted through one selling agency, to which he agreed, indicating 

Central Bank was now selling gold for Chinese Government. He 

added parenthetically that cost of shipping gold was so high that he 
was considering keeping gold on earmark with Federal Reserve Bank 
and selling certificates representing claims on gold rather than selling 

gold itself. 
4, Finally he said he was willing to offer Treasury choice of one of 

following alternatives: A. 2(a) above. B. Agreeing to your 3(c) 
subject to Generalissimo’s consent and paying 40 to 1 in exchange for 
U.S. dollars for U.S. Government needs over and above proceeds of 
sales of gold for our account. . 

5. Comments on offer. For 4A see my comment on 2(a) above; for 
this reason alone—not to mention fact that Kung would not specify 
what proportion of our expenditures China would be willing to finance 
under reverse Lend-Lease—it is not worth serious consideration as an 
alternative, though it may be as a supplementary measure. As for 
4B: | 

(a) Itis clear from above conversation and from other sources that 
China does not contemplate selling much gold and that Kung does not 
expect us to be able to raise anywhere near enough by this means to 
cover our expenditures. However, with the exertion of suflicient 
pressure it might be possible to push the sale of gold to the point where 
it would yield an appreciable part of our needs. 

(6) As for price of 40 to 1, it is miserably low. I suggest that 
Treasury ask for at least 100 to 120 to 1 in which case it might be 
possible to settle finally at not less than 80. 

6. Dr. Kung concluded with remark that above conversation was a 
preliminary discussion. [Adler.] 

| GAUSS 

893.5151/970 : Telegram 

The Ambassador in China (Gauss) to the Secretary of State 

_ Crunaxtine, November 25, 1943—10 a. m. 
[ Received 11:54 a. m.] 

2235. 1. Dr. Chi, General Secretary of Board and of Exchange Con- 
trol Commission, called on me yesterday morning and informed me he 
had just been instructed by Kung to clarify the following points on 
Kung’s behalf (from Adler to Secretary Treasury only, refer Em- 
bassy’s 2231, November 24 ® and your 1672, November 20) : 

(a) While Kung had no objection in principle to sale of gold in 
China on our account he deemed it inaclvisable on additional ground 

© Not printed. |
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that other governments had raised question and if he agreed in our 
case he could not refuse them. 

(6) He wished to make it clear in connection with his offer of 40 
to 1 (Embassy’s 2231, paragraph 4-b) that what he had in mind was 
China’s eventually crediting the amount over and above the official 
rate paid to us for United States dollars to reverse Lend-Lease. 

(c) He would have to review questions raised in conversation of 
November 23 with Generalissimo and Cabinet before being able make 
final decision. 

2. Called on Kung yesterday evening and he confirmed above. No 
comment is necessary. 

GAUSS 

893.5151/969a : Telegram 

The Secretary of State to the Ambassador in China (Gauss) 

WASHINGTON, December 6, 1948—7 p. m. 

1751. Reference Embassy’s suggestion that consideration be given 
to making a formal approach to the Chinese Government in regard to 
reverse Lend-Lease (Embassy’s 2085, November 5, 2 p. m.). 

1. Pending outcome of proposal made by Treasury to Minister of 
Finance (Department’s 1672, November 20) in regard to acquisition of 
Chinese currency, Department does not believe it advisable that a 
formal approach be made in regard to the conclusion of a reciprocal 
aid agreement. 

2. Furthermore, War Department has tentatively drafted and in- 
formally discussed with Department an agreement by which the 
Chinese Government would deposit 600,000,000 yuan monthly in the 
Central Bank of China, Chungking, to the account of U.S. Army dis- 
bursing officer, against a monthly deposit in Federal Reserve Bank, 
New York, of U.S. 6,000,000 dollars to the account of the Republic of 
China. Other provisions are that there shall be mutual adjustment 
from time to time of these accounts in New York and Chungking “to 
approximate actual requirements”; that “four-fifths of the monthly 
total placed in the yuan account by the Government of the Republic 
of China shall be recorded as a part of China’s contribution to the 
common war effort of the two governments”; that the yuan account 
established in Chungking will be used to meet the requirements of the 
U.S. military forces operating in China but that the United States 
Government reserves the right to determine for what purposes ex- 
penditures from this account will be made; that “when in the opinion 
of the United States Government the operations of any other United 
States agency in China are connected with the war effort, expenses of 
such agencies may be paid from the yuan account referred to herein”; 
and that the provisions of this agreement are not in lieu of but in addi-
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tion to any other aid which may be mutually agreed upon as a con- 

tribution to the common war effort. 

3. If Treasury is unable to reach satisfactory agreement with Kung, 

War Department tentatively proposes, after further consultation with 

interested departments here, to see if this agreement which is primarily 

intended to meet financial requirements of our armed forces but which 

would also include financial needs of other U.S. agencies in China 

can be negotiated with the Chinese. It is possible the Chinese Govern- 

ment might agree to conclude simultaneously the War Department’s 

agreement mentioned above and the comprehensive reciprocal aid 

agreement, the former being regarded as a subsidiary agreement speci- 

fying the financial procedure to be followed in supplying Chinese 

currency. 
Hui 

893.5151/975 : Telegram 

The Ambassador in China (Gauss) to the Secretary of State 

CuuNGKING, December 10, 1943—10 a. m. 
[Received 1:35 p. m.] 

2365. Re matter of reverse Lend-Lease or some other arrangement 

re exchange financing of United States Army and other expenditures 

in China (re your 1751, December 6), Kung’s reaction to Treasury 

proposals has certainly not been encouraging (see our 2228, November 

24, noon and 2235, November 25, 10 a. m.). Adler is awaiting com- 

ment from Treasury before pressing matter further, but 1s far from 

sanguine that further informal approaches will be productive. 

Our proposals for reverse Lend-Lease equally received little satis- 

factory reaction from Kung (see our 2085, November 5, 2 p. m.) and 

within production [séc] of Treasury proposals I have not felt that I 

should press the Lend-Lease suggestion. ) 

War Department’s tentative proposal in event of failure Treasury 

negotiations is merely a repetition of proposal put forward by Gen- 

eral Somervell (see our 1990, October 20, 6 p. m.) except that it raises 

amount required monthly from 5 to 600 million Chinese dollars. 

Kung’s reaction to Somervell plan was plainly adverse. New War 

Department proposal will certainly meet cold reception. 

Treasury may wish to push its negotiations further. If they do not 

succeed, I recommend that State, Treasury, War, FEA and other 

interested war agencies should consult and a strong formal approach 

should then be made to Chinese Government for reasonable equitable 

financial exchange arrangements preferable within the general frame- 

work of reverse Lend-Lease but assuring China of some reasonable 

accumulations of United States dollars resources.
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I feel that, as China is highly sensitive to United States public 
opinion and criticism, some carefully controlled publicity on existing 
arbitrary exchange situation in China as affecting costs we must pay 
for financing war effort here—costs 8 to 10 times those payable for com- 
parable services and facilities in United States—and possible sugges- 
tion of Congressional interest in the matter would have beneficial effect 
here in lighting a fire under those inclined to be non-cooperative and 
evasive and desirous of continuing to exploit the situation to accumu- 
late large United States dollars reserves out of our war expenditures. 

| : GAUSS 

893.24/1676: Telegram 

The Ambassador in China (Gauss) to the Secretary of State 

Cuunexine, December 11, 1943—9 a. m. 
[Received 1:38 p. m.] 

2377. In order that Embassy may be in position to utilize open 
market funds for operating expenses as soon as possible, an early clari- 
fication as promised in last sentence of Department’s 1684, November 
23, of questions raised in fifth and sixth paragraphs of Embassy’s 
2095,%' would be appreciated. 

GAUSS 

893.5151/970: Telegram 

The Secretary of State to the Ambassador in China (Gauss) 

Wasuinoton, December 11, 1943—7 p. m. 
1784, From the Secretary of the Treasury for Adler. Please in- 

form Dr. Kung of the following: (Your 2228 November 24 and 
2235 November 25) 

1. His discussing with Generalissimo and Cabinet the Treasury’s 
suggestion with regard to purchase of CN$400 million per month 
by U.S. Government to meet U. S. military and civilian governmental 
expenditures is appreciated by the Treasury. Treasury is sure that 
the Generalissimo and Dr. Kung will appreciate why U. S. Treasury 
feels that U. S. military and civilian governmental agencies should 
not continue to purchase Chinese national dollars at present rates of 
exchange. 

2. Treasury feels that it could not justify paying more than 1 U. S. 
dollar for 100 Chinese national dollars or US$4 million for CN$400 
million. 

* November 5, 8 p. m., p. 571.



REVERSE LEND-LEASE 583 

3. If Chinese Government is not willing to make the requested 
CN$400 million per month available in immediate future at cost of 
US$4 million, Treasury sees no available alternative to meet im- 
mediate situation except for all U. S. governmental agencies to use 
U. S. currency shipped to China to meet expenditures in China, until 
more satisfactory arrangement has been worked out with Chinese 

Government. _ 
4. Before making this request the Treasury fully considered in- 

terests of China and feels that the best interests of China and common 
war effort will be served by the granting of price of CN$100 to US$1 
for U. S. governmental expenditures. [Morgenthau.] | 

Hou 

893.24/1678 : Telegram 

The Ambassador in China (Gauss) to the Secretary of State 

CuuncKtna, December 14, 1943—11 a. m. 
[Received December 14—7 : 37 a. m.] 

9404. Foreign Office informs us that, if it is agreeable to the Ameri- 
can Government, Dr. Soong wishes to sign in Chungking a reverse 
Lend-Lease agreement in the terms of the draft note enclosed with 

the Department’s mail instruction 250, March 17, 1948 a copy of which 

(Department’s 637, May 19) was informally [handed] to Dr. Soong 
in Washington by Mr. Acheson on May 15. I assume that my ac- 
knowledgement of such note should be along the lines of enclosure 
No. 2 to the Department’s mail instruction under reference with fol- 
lowing phraseological changes: opening of second paragraph: “In _ 
reply I am instructed by my Government to inform you”; and final 
substantive paragraph: “This further integration . . . gives great 
satisfaction to the Government of the U.S.” | 

While this gesture does not necessarily indicate that the Chinese 
Government intends to implement the financial provision of the note in 
a manner satisfactory to us, it at least lays the ground work for future 
discussions which must ensue on that subject and for possible appro- 
priate supplemental agreements looking to the furnishing of desired 
financial services to our armed forces and governmental establish- 

ments. 
Please instruct by telegraph. 

| Gauss 

* Not printed, but see footnote 25, p. 537. 
* Omission indicated in the original.
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893.5151/976: Telegram 

The Ambassador in China (Gauss) to the Secretary of State 

CHUNGKING, December 14, 1943—8 p. m. 
[ Received December 15—9 a. m.] 

2417. To Secretary of Treasury from Adler. Re Department’s 
1784, December 11. 

1. Called on Kung yesterday evening and informed him accordingly. 
He said that a price of 100 to 1 was out of the question and that he 
would rather give us the CN dollars 400 million without any return 
than take United States 4 million forit. As for our importing United 
States currency to cover our needs, he personally had no objection as 
he believed that sales in any quantity would push price down below 
50 but his Cabinet colleagues were opposed on ground that fap: would 
tend to be displaced. All he offered was: 

a. Repetition of his previous statement that he was to go over 
USAAF requirements with Generalissimo and Stilwell in near future 
to determine how much China could undertake to cover under Reverse 
Lend-Lease. 

b. Agreeing, subject to his Government’s confirmation, to our buy- 
ing a portion of our fap requirements at the official rate and to Chinese 
Government’s advancing the remainder, the advances to be credited to 
Reverse Lend-Lease at official rate. The portion he appeared to have 
in mind was one-third, but he would make no commitment prior to 
consulting with his colleagues, though he did say that the portion 
might be less than half “if necessary”. 

2. I indicated that the price of United States dollars had become 
an outstanding issue for all United States Government agencies in 
China relations and that the working out of a satisfactory arrange- 
ment was advisable from point of view of Sino-American relations. 
Kung replied that “the Generalissimo had said no.” When I inquired 
again into the possibility of the sale of gold, Kung informed me that 
Chinese Government sales had been quite small, its policy being to buy 
back a substantial part of what it had sold to keep up price which is 
now around CN 138,000 per Chinese oz. selling in Chungking. 

3. Kung intimated that Generalissimo had discussed exchange rate 
with President in Cairo but did not inform me of content of 
discussion. 

4. I pointed out that Chinese Government was giving 30 to 1 for 
diplomatic, etc. expenditures to which Kung replied that amount 
oranted over and above official rate which he said would be raised from 
50 to 100 percent in near future, was a subsidy from the Chinese 
Government. 

* The records of the Cairo Conference are scheduled for publication in a subse- 
quent volume of Foreign Relations.
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5, Obvious from above and previous conversations with Kung that 

it will require considerable pressure to get even a moderately satis- 

factory arrangement from the Chinese. [Adler.] 
Gauss 

893.24/1680 : Telegram 

The Ambassador in China (Gauss) to the Secretary of State 

CHUNGKING, December 16, 1943—2 p. m. 

[Received December 16 (17?)—3: 83 a. m.] 

2428. Upon examination of the files we find that we have two drafts 

of proposed reverse Lend-Lease agreement which vary considerably in 

language although not in general purport: (1) draft enclosed with 

Department’s mail instruction No. 250, March 17, and referred to in 

Department’s 313, March 9 and 637, May 19; © and (2) draft received 

March 30 from Stilwell’s headquarters (it was stated in Department’s 

313, March 9, that was being communicated to Stilwell with request 

that he furnish Embassy a copy and therefore the copy received by us 

from him should assumably be identical with that enclosed with De- 

partment’s mail instruction reference). 

We have not yet been able to learn whether (2) is in fact the draft 

as communicated to Stilwell via War Department or whether its varia- 

tions from (1) represent suggestions for changes. In any case, as 

Foreign Office desires a copy of appropriate draft to compare with 

that in its possession preparatory to signature, we suggest that the 

difficulty can most easily and quickly be resolved by telegraphing us 

the final approved text in full as soon as possible—unless that text 

definitely is the same as the one enclosed with Department’s mail in- 

struction No. 250, March 17. 
Gauss 

| 893.24/1679 : Telegram 

The Ambassador in China (Gauss) to the Secretary of State 

CHUNGKING, December 16, 1943—3 p. m. 
[Received December 17—3: 05 a. m. ] 

9429, With reference to proposal that China should now after such 

a long delay sign reverse Lend-Lease agreement, we suggest that this 

sudden Chinese decision likely has as principal motive the making of 

a gesture which would gain China face and praise in the United States 

and at same time avoid possibility of congressional and other criticism 

if the circumstances of exploitation of our Army in China [by?] Min- 

*% No. 637 not printed, but see footnote 25, p. 537.
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ister of Finance’s services and facilities should become publicly known. 
Unless steps are taken to implement proposed arrangement, the gesture 
would cost China nothing. Reports by Embassy to Department and 

| by Adler to Treasury on attitude of Minister [of] Finance do not 
encourage us to believe that agreement if signed will be implemented 
satisfactorily. 

On other hand it might be serious tactical error to decline to enter 
into agreement we ourselves proposed and give Chinese opportunity 
to say they offered to share heavy burden of our military operations in 
China and had been turned down. 
We therefore propose that we inform Chinese orally that we shall 

be very glad to enter into the agreement but that we suggest that 
actual signing be timed to coincide with conclusion of appropriate 

| detailed arrangements to implement it. This oral statement might 
be supplemented by formal approach already recommended setting 
forth in precise terms the nature and extent of financial services we 
desire from China. : 

If notwithstanding foregoing Department considers it preferable 
to sign the agreement forthwith as accomplishing at least a step for- 
ward, we suggest that means be taken to offset possible Chinese effort 
to outmanoeuvre us by making clear in an official American announce- 
ment that the agreement is confined to broad aspects of principles 
and intentions which merely lay the ground work for implementation 
which we expect Chinese Government will undertake without delay, 
especially in provision of arrangements and facilities and services for 
our Armed Forces which are within capacity of China to supply. 

GAUSS 

893.24/1676 : Telegram 

The Secretary of State to the Ambassador in China (Gauss) 

WasHIncTon, December 18, 1943—10 p.m. - 

1820. Department does not regard as valid the objections raised in 
the fifth paragraph of Embassy’s 2095, November 5 to the utilization 
of open market funds for operating expenses. (Your 2377, December 
11) Under the authorization granted for the sale of official drafts for 
United States currency, it is contemplated that the Embassy and con- 
sular offices will exchange this currency by the most advantageous 
means available to provide funds to cover their operating expenses 
payable in Chinese currency. As to the Embassy’s statement that 

| exchange vouchers covering such transactions would be unobtainable 
to support the accounts, a certificate by the officer rendering the ac- 
counts describing the exchange facilities utilized to convert the cur- 
rency, stating the rates obtained, and certifying that it was impractica-
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ble to obtain exchange vouchers, will be acceptable in lieu thereof. 

In this connection see Section V-45, Note 8 of the Foreign Service 

Regulations. 
With respect to the question raised in the 6th paragraph of Em- 

bassy’s 2095 regarding the submission of certificates under Note 5, 

Section I-19, as requested in the 4th paragraph of the Department’s 

1565, October 31, reference is made to the revision of this Note dated 

June, 1943, which contains provision for such certificates. The sub- 

stance of this revised note is that certificates should be executed by 

persons receiving salaries and allowances in dollars to the effect that 

such dollars have not been converted into foreign currency at a rate 

more favorable than the prevailing official or current bank rate, except 

as fully explained in a separate report to the Department. If a joint 

certificate is utilized it should not be submitted with the accounts but 

should be prepared on a separate sheet and forwarded directly to the 

Department under cover of a despatch. 
Hou. 

893.24/1679 ; Telegram 

The Secretary of State to the Ambassador in China (Gauss) 

WasHinetTon, December 22, 1948—10 p. m. 

1841. (Reference Embassy’s 2429, December 16, 3 p. m.) In view 

" of various recent developments, this whole question is here under 

~ reconsideration. ‘The Department is, therefore, not at this moment in 

position to give you specific instructions regarding action to be taken. 

As soon as it is in position to do so, Department will further advise 

you. 
Hui 

893.24/1681 : Telegram 

The Ambassador in China (Gauss) to the Secretary of State 

Cuuncxine, December 30, 1948—10 a. m. 

[Received 2: 35 p. m.] 

9514. (This refers to our 2478, December 22 [23]).°° : 

1. Pursuant to Chiang’s request, and by appointment I saw Kung 

December 29 accompanied by Atcheson. I mentioned to Kung that 

we had discussed with Generalissimo question reverse Lend-Lease and 

he had requested I see Kung again on the matter. I said I would be 

glad to communicate to Department any comment or proposal Kung 

might wish to make. 

% Ante, p. 482. 

332545—57——-38
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Kung indicated that Chinese Government was surprised American 

Government had not shown immediate favorable reaction to sug- 
gestion by Foreign Office that May 15 draft reverse Lend-Lease agree- 
ment now be signed at Chungking (our 2404, December 14) as draft 
had been proposed by the American Government, had been studied 
by Chinese Government which had dropped its suggested changes, and 
had been agreed to by Chinese Government. I said that we had not 
yet received instructions and place of signing was, of course, imma- 
terial. Atcheson suggested that the draft had been proposed many 
months ago and since that time General Somervell had come here 
with his proposal in regard to U. S. Army expenditures and various 
related questions had come up for discussion. I inquired whether 
Chinese Government had any plans to implement reverse Lend-Lease 
agreement. 

Kung replied in vague terms that China’s vital economic problem 
was maintenance of the currency, mentioning that Japan was waging 
economic as well as military warfare on China, and said that if cur- 
rency did not stand up everything would collapse. He said he had 
proposed to Chinese Government that American Army expenditures 
here be matched dollar by dollar, with some of such expenditures 
matched by two dollars, and indicated that Chinese Government 
approved. (He referred to Chinese dollars, of course.) In response 
to inquiry he confirmed that such proposal involves provision of 
Chinese currency in ration equivalent to exchange rate of 40 to 60 to 1. 
He said that Chinese currency so provided would of course be credited 
to China’s reverse Lend-Lease account (assumably at 20 to 1 for cur- 
rency provided over and above the official rate of 20 to1). He showed 
us a letter to him from the President dated November 26,7 which he 
thought had been written in Cairo and mailed in Washington, men- 
tioning that Generalissimo and Mme. Chiang had approached the 
President in regard to question of inflation in China and that the 
President had made some suggestion to them which he contemplated 
discussing with Treasury. Kung said that the President well under- 
stood China’s difficulties and I replied that we endeavored to keep 
him and our Government in general fully informed developments 
as they occurred. 

In light of Department’s 1841, December 22, we were in no position 
to make comment other than that outlined above and I said merely 
that I would let Kung know as soon as instructions were received. 
Kung was most cordial and affable throughout. 

2. We are informed by General Hearn ® that an Army “financial 
adviser named Acheson” is shortly coming here in connection with 

* Ante, p. 455. 
* Brig. Gen. Thomas G. Hearn, Chief of Staff to General Stilwell.
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this matter and that accordingly “things will soon begin to happen”. 

Local representative of Chase National Bank states he has been 

‘nstructed to remain Chungking until arrival of Professor Edward 

Acheson and has asked for information as to prospective date thereof— 

information which we could not, of course, furnish as we have not 

been advised. We hope that if Professor Acheson is being sent here 

by the [War Department?] for purpose indicated by Hearn he will 

have full authority to speak for all concerned agencies and thus tend 

to resolve the deplorable confusion which has resulted from the unco- 

ordinated approaches made by representatives of the different depart- 

ments interested in the matter. 
Gauss 

893.24/1684 

Memorandum of Conversation, by Mr. Alger Hiss, Assistant to the 

Adviser on Political Relations (Hornbeck) 

[Wasuineton,] December 30, 1943. 

Mr. E. C. Acheson, who has been lent by the Lend-Lease Adminis- 

tration to the War Department for service in China as General Stil- 

well’s financial adviser, came to see me yesterday. He plans to leave 

for China today. He said that he was going without instructions in 

so far as the main purpose of his assignment was concerned, 1. e. to 

facilitate the working out of appropriate financial arrangements 

whereby U.S. Army forces in China will obtain Chinese currency at 

rates better than the arbitrary official rate of exchange. He said that 

the reason for his lack of instructions on this point was that Secretary 

Morgenthau in some agitation had called Generals Somervell and 

Clay to see him as soon as he learned that Mr. Acheson was going out 

to China on financial matters. Secretary Morgenthau had insisted 

that the Army should not go forward with financial discussions with 

the Chinese because of “negotiations” which he (Mr. Morgenthau) is 

at the moment conducting with the Chinese. 

Mr. Acheson indicated that Generals Somervell and Clay are still 

of the opinion that the most advantageous course of action for the 

Army to follow is to try to obtain a separate financial agreement hav- 

ing no relation to Lend-Lease or Reverse Lend-Lease. Mr. Acheson 

indicated that he thought that shortly after he arrived in Chungking 

it would prove possible for the War Department to instruct him to 

present the Somervell-Clay proposal to the Chinese. Mr. Acheson is 

aware of the fact that our own estimate of the situation and that of 

| the Embassy does not agree with the optimism which Generals Somer- 

vell and Clay apparently feel on this matter. I urged Mr. Acheson 

to be sure to call upon Ambassador Gauss promptly and to coordinate 

his duties as closely as possible with the Ambassador.



EFFORTS TO ESTABLISH A SUPPLY ROUTE TO CHINA 
VIA IRAN, THE SOVIET UNION, AND SINKIANG? 

| 893.24/1480 : Telegram 

Lhe Ambassador in China (Gauss) to the Secretary of State 

CHUNGKING, January 2, 1943—8 p. m. 
[Received 11:12 p. m.] 

¢. In connection with Department’s 1255, December 22, 9 p. m.? 
and with the following reply thereto, Department might find helpful 
reference to Embassy’s 1497, December 1 [74], 11 a. m., 1184, October 
14, 3 p. m.”4 and despatch No. 681 of October 15.8 

Chinese and Soviet. Governments have reached agreement with 
regard to transport of Lend-Lease materials across Sinkiang but 
agreement has not yet been signed. Russians will transport 2,000 
tons monthly to Hami or Hsing Hsing Hsia and in addition will 
supply 300 tons monthly of gasoline -(not 600 tons as reported to 
Currie). Although in principle Chinese undertake to supply 2,000 
tons of strategic material for return trip of trucks to Russia, they 
will be unable to do so and discussions are now taking place with 
regard to basis on which China will pay for unused capacity of 
trucks. Chinese admit that they will not be able to deliver more 
than 1,000 tons monthly to Sinkiang for Russians. Chinese expect 
that agreement will be signed with Russians in near future. 

Chinese are informed of discussions between British and Soviet 
Governments regarding transport problem but apparently do not have 
exact information. They view as unrealistic for the present at least 
any discussions for transportation of more than 2,000 tons of Lend- 
Lease materials a month across Iran and Turkestan to Alma Ata 
for trucking across Sinkiang and the Embassy concurs in this view. 
They realize, however, that British discussions with Russians involve 
also delivery of materials to Russia. They state that whereas Rus- 
sians are not requesting advance notice as to character of Lend-Lease 
materials for China, British are requesting such notification. 

The apparent fact that it is the British that are undertaking to 
obtain for [from] us not only the trucks for transport across Iran 
but also the trucks for Sinkiang transportation (although the Russians 
will actually manage the transportation) is somewhat confusing. 

"+ Continued from Foreign Relations, 1942, China, pp. 591-623. 
* Ibid, p. 619. 
* Ibid, pp. 618 and 609, respectively. 
* Not printed. 
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The Embassy understands that the trucks desired by China are for 
transportation from Sinkiang to interior China. 

Gauss 

893.24/1481 : Telegram : 

The Chargé in the Soviet Union (Dooman) to the Secretary of State 

Kuipysuevy, January 4, 1943—8 a. m. 
[Received January 5—4: 35 p. m.] 

5. Embassy’s 1152, December 29, 1 p. m.* 
1. Mr. Gifford of the British Embassy now states that: 

_a. (Reference paragraph 2-e) Soviet supply officials in Iran some 
time ago informed British that they would prefer that the British 
take supplies consigned to Russia (these supplies are not connected 
with China) through Iranian ports all the way to Ashkhabad in order 
to avoid transfer at Meshed. The British agreed and requested visas | 
for a party to survey the road between the Soviet frontier and 
Ashkhabad. No reply has as yet been received to this request. Em- 
barrassed comments made by Soviet supply officials make it appear 
that the Commissariat for Internal Affairs has thus far not given 
consent to the British servicing the stretch within the Soviet Union. 

b. (Reference paragraph 5) Information from British in Iran 
indicates that there would be little difficulty in making available suf- 
ficient trucks and equipment to carry up to 4,000 tons monthly from 
Zahidan to Ashkhabad. The Karachi-Zahidan railroad is again 
working. The main problem therefore is that of trucks for the 
Russians to service the stretch through Sinkiang and for the Chinese 
to service the Chinese interior. 

c. He has received a telegram from his Government stating that it 
understands that the Chinese Government is requesting 4,000 trucks 
from the American Government to service points between eastern 
Sinkiang and the Chinese interior. The telegram points out that the 
British cannot promise at present to receive trucks in addition to those 
already planned for at Karachi since the Commander-in-Chief of 
India must have prior operational claims upon assembly facilities 
there and also upon ports and transport facilities. It adds that al- 
though the Chinese seem to have available no other port than Karachi 
for bringing in trucks for China the Russians have other routes open 
for supplying their needs (obviously a reference to Vladivostok). 

d. In a subsequent telegram just received by the British Embassy 
the British Government states that the United States authorities are 
holding up the 4,000 trucks for China because they have been unable 
to assure themselves that a definite agreement has been concluded be- 
tween Russia and China. 

9. The situation from here appears to be somewhat as follows: 

a. In the absence of the necessary trucks the conversations between 
the British and the Russians and the Chinese and the Russians have 

‘ Foreign Relations, 1942, China, p. 620.
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become rather theoretical and the whole scheme of sending supplies to 
China via the Near East and southern Russia is [in] danger of dying 
of inanition. 

6. The difficulty with regard to trucks appears to be four-fold: (1) 
the inability of the Chinese to obtain an allotment from the United 
States authorities until definite Soviet-Chinese transit agreement has 
been concluded; (2) the shortage of vessels to transport them if al- 
lotted; (8) the lack of port facilities for unloading and assembling 
them; and (4) the lack of facilities for sending them overland to 
Alma Ata. 

3. We feel strongly that if the United Nations are to send any ap- 
preciable amount of supplies to China along the route contemplated 
in the near future it will be necessary for them to display an amount 
of determination, resourcefulness and energy at least equal to that 
being shown at present in sending supplies to the Soviet Union. The 
necessary trucks should be allotted at once both to the Russians and 
Chinese without waiting the conclusion of formal agreements; the 
shipping space should be allocated; and steps should be taken im- 
mediately to begin sending them through the Near East. Although 
we are not acquainted with the condition of the various Iranian ports 
east of those now used for Russian transit traffic or with the condition 
of land communication between such ports and Zahidan we are wonder- 
ing if United Nations ingenuity if backed by determination would not 
be able to land the 5,200 trucks, spare parts, assembling equipment, 
gasoline and so forth at one or several of these ports, to assemble these 
trucks at point of landing and to send them under their own power 
overland to Zahidan where they can be loaded with goods for China. 
From Zahidan they could proceed with their loads to Ashkhabad 
whence the Russians could transport them and their contents as fast 
as their railway facilities would permit to the railhead near Alma Ata. 
From Alma Ata they could go to China under their own power and 
thereafter be used either by the Russians in Sinkiang or by the Chi- 
nese in the interior of China. In referring to Iranian ports we have 
in mind such points as Chahbar, Jask, or Bandar Abbas. 

4, With regard to the discussion in the preceding paragraph there 
are two considerations which we wish to emphasize: 

a. If the Soviet Government were pressed to transport to Vladivos- 
tok and thence over its railways the trucks consigned to the Chinese 
Government it might well emphasize the importance of diverting the 
trucks to the European front thus defeating the objective in view. 

6. It will be observed that the British are proceeding shortly to 
transport to Meshed by rail and road from Karachi goods for China 
on the assumption that such goods will be sent forward by the Rus- 
sians in China. Until and unless the necessary conditions for main- 
taining the route to China can be fulfilled these goods will accumulate 
at Meshed thus providing the Russians with ground for urging the 
cessation at least temporarily of the transport of supplies for China
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and an increase of supplies to Russia. If this proposal were perforce 

accepted the capacity of the road between Zahidan and Meshed to 

earry goods for China might well be compromised. ‘This considera- 
tion especially calls for ear'y action on our part toward making 

available the necessary trucks to both the Soviet and Chinese 

Governments. 

Repeated Chungking. 
DooMan 

893.24/1504 

Memorandum of Conversation, by Mr. Alger Hiss, Assistant to the 

Adviser on Political Relations (Hornbeck) 

[Wasuineron,] January 11, 19438. 

Participants: Major General Burns, Executive Officer of the Muni- 

tions Assignments Board. 
Brigadier General Spalding ° 
Mr. Ray of OLLA® (Mr. John Orchard of OLLA 

joined the meeting toward its close.) 
Mr. Keary ° 
Mr. Hiss 

At Mr. Finletter’s’ request I attended a conference on the above 

subject * in General Burns’ office. Mr. Finletter informed me that the 

meeting had been arranged by General Burns who had requested that 

Mr. Finletter be present. Due to an engagement with the Secretary, 

Mr. Finletter could not attend and sent Mr. Keary to represent him. 

The meeting was informal and exploratory. General Burns said 

that the War Department has now received a requisition from the 

Chinese for trucks for the proposed route. In the course of the con- 

versation General Burns stated that he had been informed by repre- 

sentatives of China Defense Supplies that the whole idea of the new 

route had originated with President Roosevelt. General Burns also 

said that Mr. Hopkins ® was most anxious that the route be pushed. 

Early in the meeting General Burns read aloud a copy of a cable 

from General Stilwell * on the subject. General Stilwell expressed 
himself as believing that it would be better for China’s full efforts to 
be directed toward regaining the Burma Road. He said that he had 

5 Of the Munitions Assignments Board. 
®8 Office of Lend-Lease Administration. 
® Representing the Division of Defense Materials. 
"Thomas K. Finletter, Acting Chief of the Division of Defense Materials. 
§ “Request by the Chinese for trucks in connection with the proposed route from 

India to China via Iran and the Soviet Union.” 
° Harry L. Hopkins, Special Assistant to President Roosevelt and Chairman 

of the Munitions Assignments Board, United States and Great Britain. 
2” Gen. Joseph W. Stilwell, Commanding General, United States Army Forces in 

China, Burma, and India.
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first heard of the proposed route from Dr. Soong” at a meeting of 
American, British and Russian representatives. He indicated that 
he did not think it was desirable for us to assume any responsibility 
for actual operation of the route but said that he would make available 
an officer for “reconnaissance” purposes [General Spalding agreed to 
supply the Department with a paraphrase of this cable]. General 
Burns emphasized that he considered it important that General Stil- 
well’s negative attitude toward the road not be allowed to reach the 
Chinese, as he feared that it might prejudice General Stilwell’s 
relations with the Chinese. 

General Burns asked Mr. Ray for the views and recommendations of 
the Lend-Lease Administration. Mr. Ray said that he felt justified 
in stating confidently that the Lend-Lease Administration regarded it 
as of importance that the United States should give all possible assist- 
ance to making the route effective. General Burns referred to the 
difficulty of ensuring regular and efficient transportation over a long 
route through several different countries. He kept asking the ques- 
tion: How would you organize the route? Mr. Ray suggested that it 
might be wise to authorize an initial trial shipment of about 800 trucks. | 
These together with Lend-Lease trucks allocated to China which are 
already in Karachi (now numbering about 350 but subject to diminu- 
tion if needed by General Stilwell) could be supplied with necessary 
spare parts and other equipment for prolonged operation and loaded 
in addition with Chinese Lend-Lease supplies now at Karachi. In 
view of the fact that the British have indicated that they can supply 
from Iran and India such trucks as are needed for the Iranian route, 
Mr. Ray suggested that the additional 800 trucks might be divided on 
a fifty-fifty basis between the Russians and the Chinese for use on the 
respective stretches of the road to be operated by them. 

General Burns then asked me what the attitude of the Department 
of State was on the whole matter. I explained that thus far the De- 
partment had functioned in connection with the proposed route largely 
from the point of view of collecting information of assistance to the 
directly interested agencies in ascertaining the status of the matter. 
General Burns said that in view of General Stilwell’s attitude he 
thought that the primary question should be one of the political desir- 
ability of complying with the Chinese request for trucks. He and 

General Spalding said that there should be no difficulty at all about 
obtaining the necessary quantities of trucks and that, although there 
would be more difficulty with regard to shipping, they did not antici- 
pate very much difficulty on this score either. I referred to the views 
expressed by our Embassy at Kuibyshev and both General Burns and 

*'T, V. Soong, Chinese Minister for Foreign Affairs. 
* Not printed ; brackets appear in the original. |
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' General Spalding said that they had already received paraphrases of 

these telegrams. I said that I was in no position to speak authorita- 
tively for the Department but that a number of us who had considered 
the matter had felt there was merit in the views expressed in these two 
telegrams. I said that particularly it seemed to me that if we could it 
would be desirable that no impression be given that refusal of the 

United States to make trucks available had killed a promising new 
route into China. General Burns, General Spalding and Mr. Ray ex- 
pressed themselves as fully in agreement with this point of view. As 
a result of further discussion it seemed to be generally agreed by those 
present that it might be wise to recommend that the Chinese be in- 
formed that this Government is desirous of being as helpful as possible 
in making the new route effective and that to that end we would be 
pleased to make available an initial shipment of 800 trucks and that 
from the operation of these trucks it would be possible to determine 
whether additional quantities could be effectively utilized over the new 

route. 

At this point General Burns again reverted to the question of ade- 
quate cooperative organization throughout the extent of the route. 
He pointed out that the Army and Lend-Lease Administration are 
accountable for dispositions made of Government property and that 
therefore they must be reasonably assured that any trucks allocated 
to the new route can accomplish the purpose for which they are allo- 
cated. I remarked that since the proposal is basically a Chinese pro- 
posal it would seem appropriate for the War Department officials to 
discuss this matter directly with the Chinese and to point out to the 
Chinese that our officials in charge of Lend-Lease allocation would 
have to be supplied with an appropriate program of operations which 
would include adequate reporting and other control measures. Gen- 
eral Burns said that he would prefer some such approach rather than 
any attempt of the United States actually to take over operation and | 
supervision of a route which would in fact have to be operated in part 
by the British, in part by the Russians and in part by the Chinese. It 
was suggested that a member of General Wheeler’s * staff at Karachi 
might well turn over the material initially to the British at Karachi 
and that the Chinese could make arrangements for reports of opera- 
tions from there through to Sinkiang. It was also pointed out that 
when our Consulate at Tihwa is opened it might be possible to receive 
direct reports from that point of materials passing through Tihwa. 
These combined reports might perhaps supply an adequate accounting 

system. 
In conclusion General Burns said that he was prepared to support 

the recommendation of the Lend-Lease Administration for an initial 

*% Maj. Gen. Raymond A. Wheeler, Commanding General, Services of Supply in 
China, Burma, and India.
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allotment of 800 trucks along the lines indicated if the Chinese could 
supply an adequate accounting procedure. He asked that the views 
of the Department of State be communicated in a letter to Secretary 

Stimson ** with a copy to him. 

893.24/1488 : Telegram 

The Chargé in the Soviet Union (Dooman) to the Secretary of State 

KuipysHeEv, January 14, 1943—11 p. m. 
{Received January 15—8: 05 p. m.] 

50. Embassy’s 5, January 4, 8 p. m. [@. m.], paragraph la. Soviet 
authorities have now informed British Embassy that they wish to 
take delivery of Chinese transit goods at Bajgiran on the Soviet- 
Iranian frontier. The Embassy adds that it assumes that the obvious 
inconvenience of receiving supplies of railhead at Ashkhabad has 
failed to persuade the Commissariat for Internal Affairs to allow 

foreign truck drivers to enter the Soviet Union. It states that in view 
of Soviet shortage of trucks the Russians prefer Bajgiran to Meshed 
as transfer point. 

Repeated to Chungking. 
DoomMan 

893.24/1505 

The Secretary of State to the Secretary of War (Stimson) 

WASHINGTON, January 15, 1943. 

My Dear Mr. Secretary: The Department is informed that the 
Chinese Government has requested the allocation of a number of 
trucks, under Lend-Lease arrangements to be utilized on the proposed 
new route for Lend-Lease supplies to China via Karachi, Iran, the 
Soviet Union, and the Province of Sinkiang. As you may be aware 
from copies of cables which have been supplied to your Department, 
our Embassy at Kuibyshev has recommended that if practicable this 
Government, by making trucks available, should lend its support to 
the attempts being currently made to open this new route. 

The Department understands that consideration is being given 
to a proposal that, subject of course to appropriate safeguards relating 
to supplying of Lend-Lease equipment, a substantial initial allocation 
of trucks be made in the near future. Although I am not conversant 
with all the details of the matter I may say that it is the view of this 
Department that it would be helpful in our relations with China if 
this Government could assist the Chinese Government in this matter. 

* Henry L. Stimson, Secretary of War.
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Accordingly, I venture to recommend the proposal under reference 

to your favorable consideration, 

Sincerely yours, CorpeLL Hunn 

893.24/1513 : Telegram 

The Ambassador in the Soviet Union (Standley) to the Secretary 

of State 

Moscow, January 26, 1943—2 p. m. 
[Received January 27—7: 12 a. m. | 

57. The following telegram has been received from Kuibyshev. 

“39 January 22,3 p.m. For the Ambassador. If you approve 

please forward to Department and repeat to Chungking the following: 

Kuibyshev’s 50, January 14, midnight [17 p. m.]. The Chinese 

Chargé d’Affaires informed me today that 2 weeks ago he had pre- 

sented to the Soviet Government the following counter-proposal of 

the Chinese Government: | 

(a) Owing to lack of warehouses, labor and other facilities at 

Hsing-hsinghsia, the eastern terminus of the Soviet portion of the 

supply route should be Ham. 
(6) The Chinese Government could undertake to deliver each 

month to the Soviet Government not less than 1,000 tons of specified 

cargoes, but it would reimburse the Soviet Government for 15% of 

the cost of operating trucks returning empty from Hami to Alma Ata. 

(c) The Soviet Government having previously expressed readiness 

to supply the Chinese Government 300 tons of gasoline each month, in- 

stead of the 1,800 tons requested ”y the Chinese Government, the 

latter accepted such offer, provided, however, that the gasoline is not 

to be computed within the 2,000 tons of goods to be supplied each 
month to China by the Soviet Government. 

9. The Chargé d’Affaires said that whenever he presses the Soviet 

authorities for an early reply the latter refer to the absence of any 

arrangement for the supply by the United States of the trucks neces- 

sary for the operation of the route. He believed that if the American 

Government could in some way assure the Soviet and Chinese Govern- 

ments that the trucks would be made available he would expect to 

receive an early and favorable reply to his Government’s last 

proposal.[”’] | 

Repeated to Chungking. 
STANDLEY 

893.24/1563 

Memorandum by the Adviser on Political Relations (Hornbeck) to the 
Secretary of State 

[WasHINGTON,] January 28, 1943. 

Mr. Secrerary: With regard to the matter of the 800 trucks: 

It is our understanding that this Government’s interest 1n the matter 

began with an expression of interest on the part of the President in the
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Possibility of establishing a new route to China through Iran and the 
Soviet Union; that Dr. Alfred Sze * on instructions from Dr. Soong 
made several calls upon Mr. Hopkins in support of the Chinese request 
that trucks be allocated to the proposed new route; that next there 
came approaches to this Government from a British official source, 
with a representation that the British Government was interested 
because of an expressed Russian and Chinese interest, that the British | 
Government had successfully concluded negotiations with the Soviet 
Government for the latter’s participation in the operation of the route, 
and that in British official circles it was felt desirable that the trucks 
be supplied both for material reasons and for political reasons; that in 
Lend-Lease circles supplying of the trucks has been favored by Mr. 
Hopkins, by General Burns and by the Lend-Lease Administration ; 
and that in the course of recent conferences General Burns and repre- 
sentatives of the War Department had indicated that 800 trucks could 
be spared for the route without adverse effect upon the military efforts 
of the United Nations. 

Officers of this Department most concerned with the matter have 
taken the view that the value of the highway over which these trucks 
would be intended to operate into China is doubtful, but that alloca- 
tion and expedition of these trucks for this purpose, and delivery of 
them at the western terminus of this highway would serve some mate- 
rial purposes useful to the United Nations war effort in some connec- 
tion; that this investment of transportation would be experimental 
and, the number of trucks involved being relatively small, would not 
be expensive; that if we supply these trucks neither the British nor the 
Russians nor the Chinese would be able to contend that a potentially 
useful project had been wrecked because of U.S. failure to cooperate; 
whereas if we refuse to supply the trucks, some one or more of those 
Governments is almost sure to make that charge; and that, therefore, 

| allocation of these trucks to this project would be politically advan- 

tageous and would stand a fair chance of serving a material purpose 
as well. | 

The latest word that we have on the subject, which has come in this 
morning, gives support to this view. A telegram from Moscow dated 
January 26 repeats a telegram from Kuibyshev dated January 22 
reporting on information given by the Chinese Chargé d’Affaire[s]. 
This telegram ends with a statement that the Chargé said that, in the 
negotiations between the Soviet Government and the Chinese Govern- 
ment for exchange of goods, discussion of details being in process, 
whenever he urges the Soviet authorities to hasten their replies those 
authorities cite the absence of any arrangement whereby the United 
States would supply the trucks necessary to carry out the operations; 

* Former Chinese Ambassador in the United States.
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and the Chargé said that he believes that if by some process the 
American Government could assure the Soviet Government and his 
Government that the trucks would be supplied he could expect to 
receive from the Soviet Government an early and favorable reply to 
the latest proposal which his Government had made. 

Such appear to be the simple facts and the essentially important | 
considerations. | 
We are not contending strongly either for or against this proposed 

allocation. We feel it politically desirable. We feel that it might 
have material advantages as well. We feel, however, that this Depart- 
ment should not take or be represented as taking a substantial respon- 
sibility for whatever decision is arrived at. This Department’s opin- 
ion has been sought and it has been given. As given, it brings out 
and stresses the political angles of the question. 

All that we urge is that the War Department take into consideration 
all of the points, factors, possibilities, etc. that, bearing upon this 
problem, have been brought to its attention.” 

893.24/1526 

Memorandum by the Chief of the Division of Far Eastern Affairs 
(Hamilton) to the Secretary of State 

[WasHINGTon,] February 3, 1943. 

Mr. Secretary: You will recall that you told Mr. Ballantine ” and 
me last evening of further comments made to you by Mr. Stimson in 
regard to the matter of 800 trucks and that Mr. Stimson emphasized 
especially the view which he had gained as a result of making inquiries 
that the transportation route in question would be so hard on rubber 
tires that the tires would be damaged and the Chinese would get little, 
if any, use from the trucks. You mentioned that Mr. Stimson ex- 
pressed the view that we might tell the Chinese that the rubber aspect 
of the situation, including the rubber shortage in this country, made it 
not feasible for this Government to furnish trucks at this time. Mr. 
Stimson said further that if of course you insisted they would carry 
out your recommendation. 

You will recall further that in the memorandum which Mr. Horn- 
beck furnished you on January 28. (copy here attached) 1”* cognizance 
was taken of the material aspects of the proposed allocation of trucks; 

. it was pointed out that the allocation suggested, if made, might or 
might not result in material advantages; and attention was called to 

*This Memorandum was sent on January 29 to the Secretary of War by the 
Secretary of State, who on January 27 in a telephone conversation had discussed 
the subject of proposed allocation of trucks to China. 

am ggeph W. Ballantine, Division of Far Eastern Affairs.
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political ends which might be served by such an allocation and which 

therefore should be given consideration. 
The memorandum of January 28 concluded as follows: : 
[Here follow last two paragraphs of memorandum. | 
It is our feeling that the views expressed in the memorandum of 

January 28 are sound and represent all that this Department can ap- 

propriately contribute on the subject. 
M[axweE.Li]| M. H[amitron | 

893.24/1527 : Telegram 

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

KurpysHEv, February 10, 1943—10 p. m. 
[Received 10:20 p. m.] 

144. My 5, January 4, 8 p.m. [a. m.] The Chinese Chargé d’Af- 
faires has informed me that as a result of recent negotiations with 
the Russians in regard to Chinese questions there were indications that 
an agreement on all points would soon be reached and that the Rus- 
sians had requested that the final adjustments be left until the new 
Chinese Ambassador * arrives in about 10 days. He stated that sup- 
plies for China were already arriving at Zahidan and were being 
moved by trucks to Ashkhabad; however, there were not sufficient 
trucks to handle all the supplies which were being accumulated in 

Zahidan. 
Repeated to Chungking. 

STANDLEY 

898.24/1555 : Telegram 

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

| Moscow, March 19, 1948—5 p. m. 

| [Received March 19—4:15 p. m.] 

183. The new Chinese Ambassador has informed me that in his 
initial conversations Molotov ® and Kalinin™ had emphasized the 
great strength and endurance of Japan and had given the Ambassa- 

* Foo Ping-sheung. 
 Paraphrase of this telegram sent March 24 to the Secretary of War, and its 

oo Be sent to the Chargé in China in Department’s telegram No. 401, March 

z0 V. M. “Molotov, Soviet Commissar for Foreign Affairs. 
* Mikhail Ivanovich Kalinin, President of the Presidium of the Supreme 

Council of the Soviet Union. | oo oO
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dor the impression that the Soviet Union was determined to be most 
circumspect in its relations with Japan in order not to permit develop- 
ment of any untoward incident. 

He stated that in his conversations with Molotov and Mikoyan ” 
on the question of transit shipments through the Soviet Union a figure 
of 2,000 tons a month had finally been agreed upon; that although 
the Russians at first had insisted upon return freight of a like tonnage 
consisting of minerals and agricultural products they finally had 
accepted a figure of 1,000 tons and payment in cash of 75% of the 
freight costs involved in sending the trucks back empty ; that 500 tons 
of oil would be included in the outbound tonnage and that as transport 
facilities improved the oil tonnage would be in addition to the original 
tonnage. The Ambassador stated that 1,056 trucks would be needed 
on the Alma Ata—Hami run and 2,000 additional trucks on the Hami-— 
Chungking run to move this tonnage and that he had requested T. V. 
Soong to urge through Harry Hopkins that every effort be made to 
supply the trucks necessary to put this line in operation and I informed 
him that I would also emphasize to the Department the importance 
of expediting action in this respect. 

The Ambassador stated that he felt that the agreement with the 
Russians was a real accomplishment in view of present Soviet caution 
vis-a-vis Japan and that it was vital that the route be put into opera- 
tion as soon as possible not only because of its political significance 
but also in order to develop the transport facilities so that freight 
tonnages could only be increased. 

: STANDLEY 

893.24/1564: Telegram 

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

Moscow, March 29, 1943—10 a. m. 
[Received 3:21 p. m.] 

217. The following telegram has been received from Kuibyshev. 

“March 26,8 p.m. For forwarding if you approve to the Depart- 
ment and repetition to Chungking as Kuibyshev’s 282, March 26, 

.m. 
With reference to the information reaching the British Embassy 
(please see Kuibyshev’s 5, January 4, 8 p. m. [a. m.] to the effect that 
the American Government would be prepared to fill requisition for 
trucks when made by Chinese MOCT ” after conclusion of a definite 

® Anastas Ivanovich Mikoyan, Soviet Commissar for Foreign Trade. 
*4 Ministry of Communications [and Transport].
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agreement between Chinese and Soviet Governments, Chinese Am- 
bassador stated to me yesterday that during his recent stay in Moscow 

| he reached with Mr. Mikoyan, Foreign Trade Commissar, a firm and 
definite agreement sul stantially along the lines of our 39, January 22, 
3 p.m. to Moscow. He said that owing to the obvious sensitiveness 
of the Soviet Government to Japanese reaction and of its desire to 
avoid the signing of any agreement on what it regards as a delicate 
matter, he did not insist that the arrangement be reduced to writing. 
He said that he remarked to Mr. Mikoyan at the conclusion of their 
final interview that it was gratifying to know that the two Govern- 
ments could now proceed to the operation of the supply route and 
that Mr. Mikoyan, who had been most accommodating and helpful 
throughout the negotiations, expressed assent. Dooman.” 

STANDLEY 

893.24/1569 : Telegram 

The Chargé in China (Vincent) to the Secretary of State 

Cuuncxinea, April 1, 1948—10 a. m. 
[Received April 1—9: 55 a. m.] 

479. Department’s 401, March 25, 8 p. m.** In conversation last 
night Soviet trade representative informed me that 7 to 800 tons of 
cargo per month is now moving from both directions across Sinkiang 
in Soviet trucks. Cargo for China consisting gasoline, spare parts 
for Russian trucks in Lanchow and miscellaneous articles of non- 
military nature. Outgoing cargo consists of metals and minerals, 
hides and skins, wool, bristles, tea and other miscellaneous items in 
small lots. This cargo movement is not related to the “2000 tons 
agreement” but trade representative does not believe that Chinese 
will be able to produce much more cargo after agreement comes into 
effect. Reiterated request that American trucks be supplied for the 
traffic. 

VINCENT 

893.24/1589 : Telegram 

The Chargé in China (Vincent) to the Secretary of State 

CHUNGKING, May 6, 1943—5 p. m. 
[Received May 6—12: 03 p. m. | 

661. Clubb 7° reports from Tihwa conversation with Chinese official 

(Chaucer H. Wu, Special Commissioner at Tihwa for Foreign Affairs) 

* See telegram No. 57, January 26, 2 p. m., from the Ambassador in the Soviet 
Union, p. 597. 

* See footnote 19, p. 600. 
*©. Edmund Clubb, Second Secretary of Embassy in China, temporarily 

assigned at Tihwa.
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who has returned from Moscow where he participated in the con- 

ferences regarding transportation of Lend-Lease materials over 

Turk-Sib Railway and across Sinkiang. He was informed that 

arrangements had been completed; that 1072 American trucks in Iran 

are to be loaded and transported over Turk-Sib Railway; that about 

700 of them will be used by Russians for transporting goods across 

Sinkiang and about 800 used by Chinese for transportation from 

Hami into Kansu; and that the trucks will make about 3 round trips 

every 2 months in order to handle the 2,000 tons monthly of Lend- 

Lease cargo. They will be loaded with materials for Russia on 

westbound [trip]. 
VINCENT 

893.24/1589 : Telegram 

The Secretary of State to the Chargé in China, (Atcheson) 

WasHINGTON, May 22, 1943—9 p. m. 

651. Reference Embassy’s 661, May 6, 5 p. m., in regard to report 

from Clubb to the effect that, according to Chaucer H. Wu, arrange- 

ments have been completed with the Soviet Government for the trans- 

portation of Lend-Lease supplies over the Turk-Sib Railway and 

across Sinkiang; and that 1,072 American trucks in Iran are to be 

used on this route. 

It has been ascertained from Office of Lend-Lease Administration 

that the actual status of this matter is as follows: 

1. Assignment of 500 trucks for early shipment from the United 

States for the proposed northwest route to China has been made. 
9. The British have been asked to supply approximately 500 addi- 

tional trucks from India on the understanding that truck replacements 
will be sent them from the United States. 

3. A reply has not yet been received from the British. 
4. The above-mentioned trucks are intended for operation over the 

Alma Ata—Hami section of the route. 

HAUL 

893.24/1589 : Telegram 

The Secretary of State to the Chargé in China (Atcheson) 

WASHINGTON, June 4, 1943—1 p. m. 

715. Department’s 651 of May 22, 9 p. m. Department under- 

stands British have agreed to supply 550 trucks from stock in India | 

and to man them. 
HU 

332545—57——39 |
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740.0011 Pacific War/3288 : Telegram 

Lhe Secretary of State to the Chargé in China (Atcheson) 

WasHIneToN, June 15, 1948—3 p. m. 

758. Following is substance of telegram dated June 4 received 
from Embassy, London,” which is sent for your information: 

A report which confirms substantially information received by the 
Department concerning economic deterioration in Free China has 
been received by the British Foreign Office from the British Embassy ) 
in Chungking. Considerable emphasis is placed in the British report 
on the critical food situation, especially as a result of the capture by 
the Japanese of rice districts in the Lake Tungting area. Although 
the information received by the British Foreign Office confirms the 
belief that the Chinese Government and intellectual leaders have no 
intention of seeking a settlement with Japan and feel certain that the 
United Nations will eventually be victorious, a high ranking British 
official has expressed himself as being fearful that conditions amount- 
ing to an undeclared truce, at least in the border districts, might result 
from a continuation of this economic distress with its consequent 
increase in smuggling between the occupied and free areas. The pos- 
sible effect of the present “soft” policy followed by the Japanese 
toward the Nanking regime on Chinese claims that economic condi- 
tions in regions under puppet control are superior to conditions in 
territory under the control of Chungking is being given serious 
consideration by the British Foreign Office. 

All aspects of the problem of opening a supply route through Sin- 
kiang Province are being studied by the British who are still actively 
interested in the subject. The transportation monthly of 1,700 tons 
net of cargo over this route is the present goal. Although this is 
admitted to be a small amount of cargo the Foreign Office is of the 
opinion that the moral effect of the transportation of this cargo will 
be out of all proportion to its size. The plan is to use this route in 
the first place for industrial and civil supplies which are waiting 
shipment now in India and which will not be included in the addi- 
tional supplies which it is planned to transport by air, those being 
confined to military supplies only. It is the opinion of the Foreign 
Office that the situation is so grave that no possibility of getting aid 
to China, regardless of how small such aid might be, should be over- 
looked. 
Although it was agreed that it would be helpful to have Allied air 

support for an offensive by the Chinese it seemed to be the feeling of 
the Foreign Office official who was interviewed that the additional air 
support promised now was about as much as it is possible to expect at 
this time. 

The Department shares the concern of the British Foreign Office 
and of the Embassy (reference your 803 of May 28, 4 p. m.2”) over 
the seriousness of the general situation in Free China and is continu- 
ing, as are other interested agencies of this Government, to give the 

* Telegram No. 3791, June 4, 11 a. m., not printed. 
7 Ante, p. 57.
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closest attention to ways of increasing present military and economic 

aid to China as a means of alleviating the grave situation there. 

For the Embassy’s confidential information and guidance it may 

be added in this connection that the Department’s view with respect 

to the Sinkiang route under reference continues to be that of which 

the Chargé was while here aware: that interest in and support of 

this project by this Government rest on our estimate of the political 

and moral aspects rather than on any belief that the road has sub- 

stantial economic or military potentialities. We are supplying trucks 

in response to Chinese, Russian and British solicitation, and for 

political effect. We do not oppose, but we also do not advocate, 

intensive devotion of effort and materials to this project. 
Hou 

893.24/1621b : Telegram 

The Secretary of State to the Ambassador in the United Kingdom 

(Winant) 

, WasHineron, July 10, 1943—midnight. 

4200. “For Harriman” from Stettinius.” Russians and Chinese 

here very concerned regarding recent publicity on new land route to 

China. U.P. dispatch July 8 from London describes route and names 

towns. Disclosure attributed to American lend-lease official recently 

returned from Middle East. We would appreciate your investigating 

this matter as we have considered it of utmost secrecy due to Soviet 

relations with Japan.” 
Hou 

893.24/1635 

Memorandum of Conversation, by the Assistant Chief of the 

Division of Far Eastern Affairs (Stanton) 

[WasHINGTON,| July 12, 1943. 

Participants: Mr. J. Franklin Ray, Jr., Assistant Administrator 

OLLA 
Mr. Perkins ® 
Mr. Stanton 

Mr. Stanton inquired whether there had been any new developments 

in regard to trucks and drivers for this route. Mr. Ray stated that as 

we already knew the British had supplied 520 trucks from stocks in 

2 -W, Averell Harriman, Special Representative of President Roosevelt to 
facilitate material aid to the British Hmpire. 

* Hdward R. Stettinius, Jr., Lend-Lease Administrator. 
Troy L. Perkins, of the Division of Far Eastern Affairs.
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India; that 200 additional trucks had arrived and were being assembled 
at Karachi; and that 400 additional trucks shipped from the United 
States were now on the high seas and should reach India in the near 
future. He said therefore that there were good prospects that a fleet 
of a thousand trucks requested by the Russians for operation of the 
Alma Ata~Hami section of the route would be ready for operation by 
the end of August. As regards drivers, Mr. Ray stated that the British 
had furnished a few but that efforts were now being made to obtain Chi- 
nese drivers from the Chinese forces in training at Rangarh. Mr. 
Stanton inquired what supplies and equipment would be shipped in 
first. Mr. Ray stated that the Chinese had made up their list and that 
the list included 900 tons of automotive spare parts, tires and servicing 
equipment, and 1,100 tons of small arms ammunition for General Hu 
Tsung-nan. Mr. Ray remarked that it was perhaps significant that in 
the eyes of the Chinese the most important item to be shipped in on the 
very first lot of supplies transported over this route was a consignment 
of over a thousand tons of ammunition to the general detailed by 
Chungking to hem in and watch the Chinese Communists. 

893.24/1621 : Telegram 

Lhe Ambassador in the United Kingdom (Winant) to the Secretary 
of State 

Lonpon, July 14, 1948. 

[ Received 4: 12 p. m.] 
4578. For Stettinius, OLLA, from Harriman. Your 4200, July 10. 

London L'vening News, July 6, carried long story about supplies to 
China with opening sentences: 

“Fraught with the greatest possibilities for the near future and post 
war years is the announcement from Chungking today that arrange- 
ments have been concluded for a new supply route to China via Persia 
and the Turkestan—Siberia railway. News of the Persian route comes 
as China is preparing to celebrate the Sixth Anniversary tomorrow 
of the Double Seventh, the seventh of the seventh month, when Japan 
began the war in 1937.” 

United Press reporter came to this office for information regarding 
it. He was referred to Win Brown * who told him that he had no 
information about it but pointed to a map which he happened to have 
(a standard map publicly distributed) and said he assumed that the 
story must refer to the roads and railroads shown on the map which 
met the description contained in the article. It was the London 

** Winthrop G. Brown, executive officer of Mr. Harriman’s mission and of the 
Mission for Economic Affairs at London.
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Evening News which broke the story of the route being opened through 

Russia and Brown’s conversation with the reporter covered nothing 

that was not publicly known. It never occurred to him that he would 

be quoted as an authority and I consider it entirely unethical for U.P. 

to have done so. I am so advising bureau chief U.P., London. In 

order that there may be no slip in the future I have issued instructions 

to my staff that no one shall see newspapermen on business except 

Phil Reed ® and myself. [Harriman. | 

WINANT 

893.24/1622 : Telegram 

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

Lonpon, July 16, 1943—6 p. m. 
[Received July 16—3: 15 p.m. | 

4627. For Stettinius from Harriman. Supplementing my 4578, 

July 14. In reply to your 4200, July 10. 

OWI checked with Chinese Embassy who advise London Z'vening 

News story on new supply route to China was based on announcement 

made in Chungking by Chinese Minister of Communications and con- 

firmed by Chinese Embassy, London. 

I do not understand why Chinese at Washington now object. [| Har- 

riman. | | 
WINANT 

893.24/1626a : Telegram 

The Secretary of State to the Ambassador in the United Kingdom 

(Winant) , 

WaAsHINGTON, July 22, 1943—11 p. m. 

4410. Deep concern was expressed by T. V. Soong regarding state- 
ment made at Chungking by Chinese Minister of Communications 

regarding the new route for supplies. A cable was sent by him to the 

Generalissimo ** immediately, to request that strict instructions be 

issued to all officials that silence should be maintained regarding this 

subject. (From Stettinius for Harriman.) The route is not as yet in 

operation. (This is for your information.) 
Hum 

® Philip D. Reed, Deputy Representative in London of U.S. section, Combined 

Production and Resources Board—United States, Great Britain, and Canada. 

33 Chiang Kai-shek.
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893.24/1641 

The British Chargé (Campbell) to the Secretary of State 

No. 534 
46/103 /43 

1. His Majesty’s Chargé d’Affaires presents his compliments to the 
Secretary of State and has the honour to refer to the question of the 
Sinkiang overland supply route from India to China. 

2. As Mr. Hull will be aware, the limited capacity of the Burma 
road and of the air route from India has made it necessary to envisage 
the possible need of an additional high capacity supply route to China. | 
With a view eventually to meeting this need, steps have been taken 

| to develop the Sinkiang route, and, as this route may shortly begin 
operating on a small scale, consideration has been given by the appro- 
priate departments of His Majesty’s Government to the necessity for 
proper maintenance of the roads. It has been established that trans- 
port and vehicle repair facilities can only be obtained with great dif- 
ficulty, and it is considered undesirable that unnecessary strain should 
be thrown on these facilities by the bad condition of the roads. 

3. Sir R. Campbell is informed that the recently opened route has 
only been used by a small volume of traffic, and it is probable that some 
survey and maintenance work will be necessary if the present target of 
capacity (2,000 tons per month) is to be reached and maintained effi- 
ciently. It should also be remembered in considering the importance 
of maintaining the roads in good order, that the figure of 2,000 tons a 
month is not necessarily the maximum which the route may eventually 
have to carry. 

4. Sir R. Campbell accordingly has the honour to inform Mr. Hull 
that His Majesty’s Government are proposing to put the above views 
to the Chinese Government, with the recommendation that they should, 
in cooperation with the Soviet Government (in so far as this may be 
required), take such steps as may be necessary for the repair and main- 
tenance of Sections IV and V of the Sinkiang route. Should the 
Chinese Government make a request for the services of road experts 
to advise, His Majesty’s Government would be very willing to cooper- 
ate in lending such assistance. 

5. Before making such an approach to the Chinese Government, 
however, His Majesty’s Government are anxious to learn whether the 
United States Government concur in the action proposed, and Sir R. 
Campbell would be grateful if he might receive from Mr. Hull an 
early indication of the views of the United States Government on this 
matter. 

WasuinerTon, August 19, 1943.
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893.24/1647 

Memorandum of Conversation, by Mr. Alger Hiss, Assistant to the 

Adviser on Political Relations (Hornbeck) 

[Wasuineron,] August 27, 1943. 

Participants: Mr. J. Franklin Ray, Assistant Administrator 

Mr. Robert McCann of the Lend-Lease Administration 

Mr. Hiss 

Subject: Sinkiang Route to China 

I asked Mr. Ray to call so that I might ascertain informally the 

reaction of the Lend-Lease Administration to the British memoran- 

dum No. 534 of August 19 on the above subject. Mr. Ray brought Mr. 

McCann with him. 

After Mr. Ray and Mr. McCann had read the communication they 

both said that it looked to them as if the British were anxious to make 

use of the new road as a pretext for obtaining the entry of British 

nationals into Sinkiang, an objective which the British have vainly 

attempted to accomplish for some time. 

I stated briefly that in the view of this Department our primary 

interest in the proposed route is with respect to its political aspects. 

I said that I thought it likely that, having that point in mind, the 

Department would be inclined to reply to the communication under 

reference by saying that it was a question between China and Great 

Britain as to whether the Chinese desire to have British road experts 

come out to China to help with the repair and maintenance of the 

Chinese portion of the new road, that this Department has at all times 

considered the project as being more important from a political than 

from an economic or military point of view, and that this Government 

was not undertaking to associate itself with any initiative which the 

British might take along the lines indicated in their memorandum of 

August 19. 
Mr. McCann and Mr. Ray expressed general agreement with a reply 

of the kind indicated. Mr. Ray, however, said that he hoped the De- 

partment would not feel that it had to stress the military and economic 

unimportance of the road. He said that the War Department uni- 

formly takes the position that all supplies for the Chinese theater must 

be under the direct control of American military authorities. As a 

result only minor quantities of supplies for China can be got to China 

and these only by great effort. Furthermore the War Department 

attitude makes it difficult even to plan now for larger supplies for 

China to be sent when transportation permits. This issue is at present 

acute with respect to trucks. Lend-Lease is recommending urgently 

that the War Production Board now schedule for production in the
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first six months of 1944 some of the heavy trucks which the Chinese 
have long been requesting. The Chinese have asked for 10,000 trucks, 
a figure which Lend-Lease considers entirely reasonable in view of the 
fact that trucks imported into China from the United States alone in 
1941 totaled 13,000 and in view of the further fact that no trucks what- 
soever have been imported into China in 1942 and so far in 1943. The 
Army opposes the scheduling of the production of any trucks for 
China in 1944. Mr. Ray and Mr. McCann pointed out that even if 
the Lend-Lease recommendation is adopted no trucks can be got to 
China for China’s own use until the very latter part of 1944 or some- 
time in 1945 at the earliest by which time China’s internal transporta- 
tion system will be still more critical. Lend-Lease is well aware that 
even in late 1944 and in 1945 almost all traffic that will go to China 
directly from India will be under U.S. Army control and the bulk of 
that will necessarily be for U.S. Army utilization. They therefore 
consider it important that the Northwest route be regarded as a means 
of getting lend-lease trucks into China for Chinese use. 

Itold Mr. Ray that in my opinion the Department felt quite strongly 
that the Northwest route was not economically important and might 
even be regarded as disadvantageous in as much as it could in fact be 
regarded as a diversion of effort and interest from more direct routes 
to China from India. 

Mr. Ray took with him a copy of the British memorandum and said 
that he would Jet me know promptly if the Lend-Lease Administration 
wished to make any further comments. He also undertook to find out 
for me who might be an appropriate official in the War Department 
with whom the matter might be discussed informally in an effort to 
ascertain the War Department’s reaction. 

893.24/1654 

Memorandum of Conversation, by Mr. Alger Hiss, Assistant to the 
Adviser on Political Relations (Hornbeck) 

[| Wasuineton,] August 28, 19438. 

Participants: Colonel William Wood 
Lieutenant Colonel Pennoyer 

Mr. John Carter Vincent and 
| Mr. Alger Hiss 

Pursuant to an appointment Messrs. Vincent and Hiss called on 
Colonel Wood and Colonel Pennoyer in an endeavor to ascertain in- 
formally views of the War Department with respect to the communi- 
cation under reference. 

“ British memorandum of August 19, p. 608.
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A copy of the British communication of August 19 was left with 

Colonel Wood and a brief indication was given of the present attitude 

of the Department as indicated in a memorandum of conversation 

with Mr. Ray of the Lend-Lease Administration dated August 27. 

Colonel Wood said that he thought the War Department had much 

the same view of the route that this Department has and that so far 
as he could see a reply along the lines suggested would be suitable. It 
was agreed that if after further consideration the War Department 
had any suggestions to make Colonel Pennoyer would call Mr. Hiss 

some time next Monday (August 30). 
Colonel Pennoyer subsequently telephoned to say the War Depart- 

ment had no further comments to make with respect to the Depart- 
ment’s proposed reply. He said, however, that he had some question 
as to whether we should indicate that our approval of plans relating 
to the proposed route depended solely on political considerations. At 
this point I reminded him that the formula which the Department 
has had in mind should not give rise to any such implication. I said 
that according to my understanding of the Department’s view, polit- 
ical considerations outweigh the economic potentialities of the route. 
It is not our view that political considerations are the sole reasons for 
the assistance which the United States has agreed to contribute, in 
form of trucks. Colonel Pennoyer went on to say that in any event he 
thought on such a question as that the judgment of this Department 
should be controlling and would be satisfactory to the War Depart- 
ment. Healsosaid that the War Department was heartily in favor of 
it being made clear that this Government would not wish any new 
approach to the Chinese by the British to have the appearance of in- 
volving this Government in any additional commitments with respect 
to the furnishing of trucks or other supplies for the operation of this 
route. 

893.24/1654 

The Secretary of State to the British Chargé (Campbell) 

The Secretary of State presents his compliments to the British 

Chargé d’Affaires ad interim and refers to the latter’s communica- 
tion of August 19, 1943 in which it is stated that His Majesty’s Gov- 
ernment are anxious to learn whether the United States Government 
concurs in a proposal to make certain representations to the Chinese 
Government with respect to the Sinkiang overland supply route from 
India to China. 

The Secretary of State wishes to express his appreciation of the 
courtesy of His Majesty’s Government in seeking this Government’s



612 FOREIGN RELATIONS, 1943, CHINA 

views regarding the proposed action. No objection is perceived to 
the making by the British Government of the approach which that 
Government has in contemplation and the recommendation indicated. 
With reference to the expression of willingness on the part of His 
Majesty’s Government to make available to the Chinese Government, 
should that Government so request, the services of road experts, this 
matter would seem to be one for determination between the Chinese 
Government and His Majesty’s Government. 

This Government regards as important the development of supply 
routes to China and it offers no objection to any efforts by other 
Governments in cooperation with the Chinese Government which 
those Governments may think practicable. His Majesty’s Govern- 
ment will recall, however, that from the beginning of consideration 
of the proposed northwest supply route from India to China it has 
been the view of this Government that neither the military nor the 
economic potentialities of this route are likely to be, comparatively 
speaking, great. In view of its opinion that development of other 
routes would offer more of an advantage to the United Nations’ war 
effort than development of this route, this Government would prefer 
not to be associated, either directly or by implication, in any approach 
which the British Government or any other Government might make 
to the Chinese in promotion of the idea of diverting expert service, 
materials, et cetera, to the development of this route. 

WASHINGTON, September 7, 1943. 

893.24/1660a : Telegram 

The Acting Secretary of State to the Ambassador in China (Gauss)* 

| WasuineTon, October 1, 1948—10 p. m. 

1407. Shipment of Lend-Lease supplies for China by the Turk- 
Sib Railway and overland route. For your information, Tehran 
reports that according to the British Minister two convoys of Lend- 
Lease supplies consisting largely of small arms and ammunition have 
arrived at Meshed but that entry into Russia has been refused. From 
Calcutta Schaberg of Lend-Lease reports that the Russian representa- 
tives there have indefinitely canceled arrangements to ship Chinese 
supplies over this route on the grounds that they cannot handle move- 
ment at the present time. 

Repeated to Moscow. 

| BERLE 

* Repeated on the same date to the Ambassador in the Soviet Union as No. 938.
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§93.24/1662 : Telegram 

The Ambassador in China (Gauss) to the Secretary of State 

, CuuncK1ne, October 13, 1943—6 p. m. 

[Received October 13—12: 10 p. m.] 

1936. Consul [at] Tihwa reported that Provincial Chairman in- 

formed him October 9 that Soviets base objection to transshipment of 

war material to China on desire to avoid arousing Japanese suspicion, 

that Soviet Ambassador [at] Chungking said he would prefer to have 

to refer to Moscow Chinese proposal that some military goods be trans- 

ported, and that the “plan can not be effected at present”. 

Foregoing refers to Department’s 1407, October 1. 
Gauss 

893.24/1677 : Telegram 

The Ambassador in the Soviet Union (Harriman) to the. Secretary 

of State 

Moscow, December 11, 1948—noon. 

[Received December 12—10: 02 a. m. | 

2194, I have been keeping in touch with Soviet Commissar for 

Foreign Trade and with Chinese Ambassador here on shipment of 

Lend-Lease supplies for China by the Turk-Sib Railroad and overland 

route. Reference Department’s 938, October 1, 10 p. m.,* had thought 

matter was progressing favorably. On December 10 Counselor of 

Chinese Embassy told Hamilton * in response to inquiry that about 2 

weeks ago the Chinese Ambassador had communicated to Chinese For- 

eign Office Soviet stipulation that Chinese Government supply to 

Soviet Union 1300 tons of commodities per month independent of 

supplies China had agreed to supply under other arrangements ; also 

Soviet request for list commodities to be conveyed into China in order 

that computation of charges might be made. Counselor said that 

Chinese Ambassador had as yet received no reply from Foreign Office. 

He expressed opinion Chinese Government would find difficulty meet- 

ing stipulation regarding supplying of 1800 tons of new supplies. 

Repeated to Chungking. 
HARRIMAN 

% Gee footnote 35, p. 612. 
Maxwell M. Hamilton, Counselor of Embassy in the Soviet Union. |



OBJECTIONS TO PROPOSED SURVEY OF A SUPPLY ROUTE 
TO CHINA VIA INDIA, AFGHANISTAN, AND THE SOVIET 
UNION 

893.24/1539b : Telegram 

The Secretary of State to the Minister in Afghanistan (Engert) 

WASHINGTON, December 9, 1942—9 p. m. 

69. 1. The Office of Lend-Lease Administration desires to send Mr. 
Gordon Bowles, an American citizen, to China, via India, Afghanistan 
and Russia, to explore motorable routes. He would be accompanied 
by an American mechanic. They would travel in a truck and a small 
passenger vehicle. They hope to leave the United States for India 
in the near future, to proceed thence to Afghanistan, and to cross the 
Soviet-Afghan border in January at Termes or Kelif on the Amu 
Darya. 

2. If necessary, please take such steps as may be appropriate to ob- 
tain permission for Bowles and mechanic to make the desired journey 
through Afghanistan. 

3. For your information, Bowles plans for arrangements, through 
the Soviet Embassy at Kabul, for chauffeurs and assistants for travel 
through the Soviet Union. 

4, The Embassy at Kuibyshev is being instructed to request neces- 
sary permission for travel through Soviet Union. 

5. Prompt reply requested. 

Hoi. 

893.24/1539a : Telegram 

The Seoretary of State to the Chargé in the Soviet Union (Henderson) 

Wasuineton, December 9, 1942—9 p. m. 

622. The Office of Lend-Lease Administration desires to send Mr. 
Gordon Bowles to India to explore the motorable routes from India 
through Afghanistan and Russian Turkestan to China with a view to 
developing a new supply route to China. | 

This new all-motor route to China would supplement rather than 
supplant the motor-rail route via Baluchistan, Iran and Russian 
Turkestan which is now under joint discussion by the Soviet, Chinese 
and British Governments.* 

It 1s proposed that Bowles would cross the Soviet-Afghan border 
in January at Termes or Kelif on the Amu Darya accompanied by an 

* For correspondence on this subject, see pp. 590 ff. 
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American mechanic traveling in a truck and a small passenger vehicle, 

and leave Soviet territory via Alma Ata and Kulja or Osh, Naryn and 

Kashgar, probably in February. 

His proposed itinerary within the Soviet Union involves travel by 

motor from Afghan border to Tashkent. Side trips from Tashkent by 

rail to Ashkabad and return and to Stalinabad and return. From 

Tashkent by motor to Frunze and Alma Ata and the Soviet border 

on the Julja road or via the Ferghana to Osh and the Sinkiang border 

south of Naryn. 

The services of chauffeurs and assistants would be necessary in 

Soviet territory. The request for such personnel to be made available 

at the point of entry will be made through the Soviet Embassy at 

Kabul. Permission also required to purchase necessary fuel and sup- 

plies. In order to develop information on the carrying capacity of 

bridges and general road conditions, permission is desired to photo- 

graph under supervision the road and road facilities along the route to 

be traveled. 
Please request permission for Bowles and mechanic to make the 

desired journey for the purpose indicated and request that the neces- 
sary facilities outlined above be granted him. In making this re- 
quest you should point out to the Foreign Office that the purpose of 
developing an all-motor route to China is to relieve the Soviet rail- 
ways and that this projected route is shorter by some five hundred miles 
than the other route to China under discussion at this time. 

Hunn 

893.24/1468 : Telegram 

The Secretary of State to the Chargé in India (Merrelt)? 

~ Wasurineton, December 10, 1942—10 p. m. 

701. Gordon Bowles departing immediately for India as represent- 

ative of B. E. Wand O. L. L. A.‘ to explore motorable routes through 

Afghanistan and Russian Turkestan with view to opening up new 

channel for supply of goods to China. Kuibyshev and Kabul have 

been instructed to request permission of Soviet and Afghan Govern- 

ments for him and an American mechanic to make the proposed trip 

through their territories. Please render all appropriate assistance 
and request cooperation of British and Indian authorities. Repeated 

to London. 
ehesne 

? Repeated as No. 6757, December 10, 11 p. m., to the Ambassador in the United 

Kingdom. 
* Board of Economic Warfare. 
* Office of Lend-Lease Administration.
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8§93.24/1477 : Telegram 

The Chargé in the Soviet Union (Henderson) to the Secretary 

of State 

| KutsysHEv, December 28, 1942—1 p. m. 
[Received December 29—9: 55 a. m. | 

1144. Department’s 622, December 9,9 p.m. The following rep- 
resents the pertinent excerpts from a note, number 102, dated Decem- 
ber 25, 1942, which has been received from the Foreign Office: 

“The question of the possible passage of automobile routes through 
Soviet territory for supplying China, and in this connection the study 
of general road conditions and the capacity of bridges, is being re- 
ferred to the appropriate Soviet organs which, in the event the ques- 
tion arises in the future will be in a position themselves to gather the 
required information. 

Therefore the Soviet authorities do not see any necessity for a spe- 
cial study of road conditions in the regions of Soviet Central Asia 
by Mr. Gordon Bowles.” 

HENDERSON 

893.24/1489 : Telegram 

The Personal Representative of President Roosevelt in India 
(Phillips) to the Secretary of State 

New Dexut, January 16, 1943—4 p. m. 
[ Received January 16—3: 25 p.m. | 

32. The Foreign Secretary has confidentially given me the attitude 
of the British Government and the Government of India on the pos- 
sible establishment of supply routes through Afghanistan (Depart- 
ment’s 701, December 10, 10 p. m.) 

In essence it is to the effect that when the British and Soviet Gov- 
ernments requested that the Axis non-diplomatic nationals be deported 
from Afghanistan the Afghan Government required and received 
assurances in writing from the British and Soviet Governments that 
its acquiescence would not be followed by a demand for supply routes 
through Afghanistan; that the Grand Assembly subsequently in con- 
firming the deportation resolved that under no conditions would the 
use of air or land routes be granted; and that an attempt to establish 
such routes might undermine the present regime in Afghanistan and 
lead to serious disorders. 

He states that the British Minister at Kabul has been instructed 
to explain this attitude to Engert. Since the latter will doubtless 
telegraph the details I shall not do so unless so instructed. 

Sent to Department. Repeated to Kabul. 
PHILLIPS
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893.24/1497 : Telegram 

The Minister in Afghanistan (Engert) to the Secretary of State 

KasuL, January 20, 1943—10 a. m. 
[Received January 23—9: 49 a. m. | 

13. Referring to Delhi’s telegram * in reply to your 701, December 

10. British Minister had conveyed to me substantially same informa- 

tion in connection with proposed journey of Gordon Bowles. Govern- 

ment of India seems to apprehend unfavorable repercussions on 

Afghan Government and possibly frontier tribes if it should become 

known that we were actively investigating possibility of opening 

routes via Afghanistan. I understand London instructed British 

Embassy, Washington, to bring these considerations to your attention. 

Since your January 11,° I have heard from my British colleague’ 

that Bowles is to travel via Afghanistan to Persia and back again to 

India and thence to China. Please confirm. 

My dispatch 38, September 16, 1942,° described circumstances at- 

tending expulsion of Axis nationals in 1941. Am sending copy to 

Delhi. See especially bottom of page 3, part of page 4 and page 10. 

Please note incidentally that Soviets never gave any assurances re sup- 

ply routes and that Britain merely promised not to open such routes 

without cooperation of Afghans. 

Should it become necessary to open trans-Afghan routes to Russia 

or China, I feel it would be up to British and Soviet representatives 

and me to make sure that Afghan cooperation will be forthcoming. 
E\NGERT 

893.24/1493 : Telegram 

The Personal Representative of President Roosevelt in India 
(Phillips) to the Secretary of State 

New Detuyi, January 21, 1943—9 p. m. 
[Received January 22—6: 20 a. m.] 

55. Government of India has learned from Washington that Bowles 

having been refused a visa for Soviet Russia may now wish to proceed 

to China over the Karakoram Pass and through Sinkiang. (Depart- 

ment’s 701, December 10, 10 p. m.). The Foreign Office suggests that 

if it is his intention to proceed on that trip more or less immediately 

after his arrival in India there would be no advantage in his pro- 

5 Supra. 
® Not printed. 
™ Sir F. V. Wylie, the British Minister.
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ceeding to India until April since the Karakoram route is not nor- 
mally open much before May. It adds that this may be a point of 

| importance in view of the congestion on air routes from United States 
to India. 

PHILLIPS 

893.24/1493 : Telegram 

The Secretary of State to the Personal Representative of President 
Roosevelt in India (Phillips) 

WASHINGTON, January 28, 19483—10 p. m. 
58. Bowles departed for India before your no. 55 of January 21 

was received. The difficulties likely to be encountered in Afghanistan 
were brought to his attention before his departure, however, and he 
stated that he would contact Engert before embarking upon any plans. 
The views of the British Government on this subject were brought 
to our attention by the British Embassy. 

Bowles is now in India and will presumably call at your Mission. 
Please inform Kabul. 

Hoi 

893.24/1497 : Telegram 

The Secretary of State to the Minister in Afghanistan (Engert) 

WasHrnctTon, February 18, 1943—10 p. m. 
22. Department’s 69 of December 9, 1942, and your 13 of January 

20, 1943. Since Soviet Embassy has not granted visas to Bowles and 
mechanic they will confine trip to India, including Baluchistan, and 
to Afghanistan, Iran, and China. Upon arrival at New Delhi they 
plan to proceed through Kabul to Afghan frontier posts opposite 
Soviet border; then return to New Delhi, whence they will complete 
rest of trip. Bowles’ trip into Afghanistan has approval of Depart- 
ment only if prior permission is secured from Chiefs of Mission at New 
Delhi and Kabul. 

Please render all appropriate assistance. Bowles departed from 
Washington January 12. 

You are authorized to pay expenses of dispatching official cables 
for Bowles. Charges incurred should be included in your regular 
accounts accordance section V-45 Foreign Service Regulations, for 
reimbursement by BEW accordance authorization contained in their 
letter of November 24, 1942. 

Hou
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893.24/1531b: Telegram 

The Secretary of State to the Ambassador in China (Gauss) 

Wasuincron, February 18, 1943—10 p. m. 

945. BEW and OLLA are sending Gordon Bowles and mechanic 

to India, Afghanistan, Baluchistan, Iran, and China to explore mo- 

torable routes through Russian Turkestan and Afghanistan with view 

to opening up new channel for supply of goods to China to supplement 

motor-rail route via Baluchistan, Iran and Russian Turkestan, which 

is now under joint discussion by Soviet, Chinese and British govern- 

ments. 

Since Soviet Embassy has not granted visas to Bowles and me- 

chanic, they will explore routes only as far as Soviet border. They 
plan to proceed first to New Delhi; thence through Kabul to Afghan 
frontier posts opposite Soviet border. They then plan to return to 
New Delhi and proceed thence through Baluchistan and eastern Iran 
to Meshed and Soviet border and return. After return to New Delhi 
they plan to proceed through one of Northwest Indian frontier passes 
(Kilik, Mintaka, etc.) to Yarkand and Kashgar by caravan and thence 
to Chungking. Bowles departed from Washington January 12. 

Please inform Chinese Foreign Office of Bowles’ proposed trip to 
ascertain whether or not they have any objection, and, if they have no 
objection, request any steps deemed advisable to facilitate Bowles’ 
travels in Chinese territory. 
BEW is contemplating sending procurement mission to China. If 

mission has been dispatched by time Bowles reaches Chungking, he 
will be attached to it as assistant to the head of the mission. Other- 
wise he will return to the United States from Chungking. | 

You are authorized to pay expenses of despatching official cables 
ior Bowles. Charges incurred should be included in your accounts 
accordance Section V-45 for reimbursement by BEW accordance au- 
thorization contained in their letter of November 24, 1942. 

Hou 

332545—57———40



| EFFORTS TO ESTABLISH A SUPPLY ROUTE TO CHINA 
THROUGH TIBET; ATTITUDE OF THE UNITED STATES 
TOWARD STATUS OF TIBET? 

893.24/1506a : Telegram 

Lhe Secretary of State to the Personal Representative of President 
Roosevelt in India (Phillips) 

WasuHineron, January 22, 1943—11 p. m. 
41. We would like to know whether overland shipment of non- 

military war supplies through Tibet for China has materialized. 
Will you please contact Chinese Commissioner Shen ? regarding this 
matter as contemplated in discussions with Commissioner Shen last 
August by Franklin Ray?* Should this be the case, please notify 
us quantities and types of such goods as have been shipped to date. 
Please give this information by months. 
We would like to know whether such forwardings have included any 

Lend-Lease supplies. | 
Huu 

893.24/1507 : Telegram 

Lhe Personal Representative of President Roosevelt in India 
(Phillips) to the Secretary of State 

New Dexuti, January 26, 1943—4 p. m. 
[Received 4:27 p. m.] 

7. Chinese Commissioner, just returned from consultation at 
Chungking, says no supplies have yet been shipped to China through 
Tibet. Practicability of this route is now being reconsidered in 
Chungking and from Commissioner’s remarks it is inferred decision 

| of Chinese Government likely to be negative (reference Department’s 
41, January 22, 11 p. m.). 

Commissioner believes that after allowing for essential Tibetan 
trafic the actual annual capacity of this route, so far as through ship- 

* Continued from Foreign Relations, 1942, China, pp. 624-631. 
* §. H. Shen, Chinese Commissioner in India. 
* J. Franklin Ray, Jr., Lend-Lease Administration representative. 
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ment to China is concerned, would be nearer 1,000 tons than the 3 to 

4.000 originally estimated. | 

Political difficulties are also involved. Tibetans are uncooperative 

apparently distrusting intentions of both India and China and fearing 

undue expansion of their influence. India lays blame for this attitude 

on China, and vice versa. Tibetans apparently made difficulties over 

proposed stationing of British, Indian and Chinese officials along route 

to check shipments and for a time consideration was given to possl- 

bility of turning goods over to ordinary caravans for unsupervised 

transportation to Chinese border. A trial shipment of 50 tons was 

made ready in India but is being held up pending Chungking decision | 

expected within a month. 

Suggest if you have not already done so, you check with Vicror * 

for possible reports on this route from two representatives ° now at 

Lhasa. 
PHILLIPS 

893.24/1520: Telegram 

The Personal Representative of President Roosevelt in India 

(Phillips) to the Secretary of State 

New Deut, February 8, 1943—7 p. m. 

[Received 9:55 p. m.] 

113. Report on supply routes to China by Gordon Bowles is being 

air mailed.* He quotes Foreign Office official here as saying Govern- 

ment of India has no objection to use of Tibetan routes but refuses to 

reopen discussions except on basis of joint arrangements with both 

Chinese and Tibetan Governments. Bowles understands from Chinese 

Commissioner that his Government, considering Tibet an integral part 

of China, will reject any proposal for tripartite negotiations includ- 

ing Tibetan Government. Commissioner believes China will not sacri- 

fice principle involved for the small quantity of goods which might 

thus be received. 

Inform Stettinius’ and Stone? Also refer Department’s 41, 

January 22, 11 p. m. 
PHILLIPS 

4 Code name for Office of Strategic Services. 
° Capt. Ilia Tolstoy and Lt. Brooke Dolan. 
°Not printed; for correspondence on this subject, see pp. 614 ff. : 
7 Edward R. Stettinius, Jr., Lend-Lease Administrator. 

® William T. Stone, Assistant Director, Board of Economic Warfare.
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893.00 Tibet/77 

The Tibetan Foreign Office to Captain Ilia Tolstoy and Lieutenant 
Brooke Dolan ® 

{Translation ] 

On the 21st day of 12th month, the year of Water Horse (corre- 
sponding to January 1943), you two came to the Foreign Office and 
brought a letter. We sent it to the Regent through Kashag. When 
you arrived at Delhi the British Foreign Office, through Mr. Lud- 
low, said that two American gentlemen wanted to come to Tibet 
with the purpose of giving a letter and present to the Dalai Lama 
from Mr. Roosevelt. When the letters would be delivered you prom- 
ised to return to India if the Tibetan Government does not want you 
to goto China. Now you said that you have received a telegram from 
the American Government saying that you must go to Kansu Country 
of Lanchow, and ask Tibetan Government to allow you to go straight 
to China. 

This is the first time that friendly relations were established be- 
tween Tibet and the U.S. A. and Mr. Franklin D. Roosevelt also has 
sent letter and presents to the Dalai Lama. For above reasons the 
Tibetan Government allows you to go through and will not set a prec- 
edent which other foreigners can claim. So according to your wishes, 
you and your servants can proceed via Nagchu to Jyekundo and up to 
Sining. There are many dangers from robbers and thieves, so we are 
sending one of our monk officials or lay officer and one sergeant of 
Tashi Fort and 5 soldiers by the order of the Tibetan Government. 

13th Day of 1st month, Water Sheep Year. (Corresponding to 
February 1943.) 

893.00 Tibet /77 

The Tibetan Regent (Tak-dak Pundit) to President Roosevelt 

[Translation } 

Dear Mr. Presiwent: Your Envoys, Capt. I. Tolstoy and Lieut. 
Brooke Dolan, arrived here safely with your letter and presents to 
His Holiness the Dalai Lama of Tibet. I was also present when they 
had an interview with His Holiness and very pleased to learn that 

you, being most fortunate, are in perfect enjoyment of your health 
and carrying on the great work for the good of mankind. 

Tibet, which has been free and independent from her earliest, his- 
tory, devotes her entire resources in the cause of religion, and being the 
great seat of Buddhism, we are striving to maintain and strengthen 

°This note and the letters from the Regent and the Dalai Lama, infra, were 
transmitted to the Department by the Office of Strategic Services in a letter 
dated April 6, 1944.
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our national and religious status. I hope and pray for an immediate 

cessation of hostilities so that the world may enjoy peace and prosper- 

ity. It is hoped that you will take the greatest care of your health 

and that I may often have the pleasure of hearing from you person- 

ally. 
AS a token of my regard I am sending you herewith a scarf of hon- 

our and a hand sewn thanga (depicting the man blessed with long 

life and other lucky signs, framed in blue brocade silk, etc.). 
Yours very sincerely, Tak-pak PUNDIT 

Dated 11th Day of the 1st Tibetan Month, Water Sheep Year, cor- 

responding to 15th February 1948. 

893.00 Tibet/77 

The Dalat Lama of Tibet to President Roosevelt 

[Translation] 

Dear Mr. Presipent: We received with the greatest gratification 
your letter and the tokens of goodwill (your autographed photo and 
an exquisite gold watch showing phases of the moon and the days of 
the week) through your Envoys, Capt. I. Tolstoy and Lieut. Brooke 
Dolan, who arrived here safely for the purpose of visiting the Pontifi- 

cate and the city of Lhasa. 
Weare happy to learn that you and the people of the United States 

of America take great interest in our country and it is of special sig- 
nificance that the people of the United States of America, in associa- 
tion with those of 27 other countries, are now engaged in a war for the 
preservation of freedom, which has been thrust upon them by nations | 
bent on conquest who are intent upon destroying freedom of thought, 
of religion, and of action everywhere. 

Tibet also values her freedom and independence enjoyed from time 
immemorial and being the great seat of the Buddhist religion I am 
endeavoring, in spite of my tender age, to uphold and propagate our 
religious precepts and thereby emulate the pious work of my predeces- 
sors. I earnestly hope and pray for a speedy termination of hostil- 
ities so that the nations of the world may enjoy a lasting and righteous 
peace, based on the principles of freedom and goodwill. 

As a token of my regard I am sending herewith a scarf of honour, 
three Tibetan coins of the first precious metal (gold), my photo, and 
three hand sewn thangas (depicting the sextet blessed with long ex- 
istence, the 4 dutiful brothers (friends), and the 8 lucky signs, all 
framed in blue brocade silk, etc.). 

Yours sincerely, Datat Lama 

Dated 19th Day of the 1st Tibetan Month, Water Sheep Year, cor- 
responding to 24th February 1948.
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893.01/943 

Memorandum of Telephone Conversation, by Mr. Alger Hiss, Assist- 

ant to the Adviser on Political Relations (Hornbeck) 

[WasHineron, | March 20, 19438. 

Colonel M. Preston Goodfellow of O.S.S. called me on the tele- 
phone and said that the two men from O.8.S. sent to Tibet have 
reported that the Cabinet of Tibet has through them requested a com- 
plete radio transmitting set for use for broadcasting within Tibet. 
Colonel Goodfellow went on to say that O.S.S. has such a set which 
could be made available for this purpose, and that Colonel Donovan 
and others in O.S.S. consider that the two men now in Tibet have 
done a good job of establishing friendly relations with the Tibetan 
authorities and that it would be helpful to our war effort in “the 
general area” if the set should be sent. Colonel Goodfellow asked 
whether I thought the Department of State would be interested in 
this question and upon my saying that in my opinion we would, he 
asked me to ascertain informally the views of the Department or the 
manner in which the Department would like to have the question 
raised with it by O.S.S. I undertook to do this and to inform him 
of the results of my inquiries as soon as possible. 

893.01/944 

Memorandum by the Assistant Chief of the Division of Far Eastern 
Affairs (Aitcheson) 

| [ WasHINneTON,| March 30, 1948. 

Reference the suggestion made by the Office of Strategic Services 
to ship to Tibet a radio transmitter which the Cabinet Ministers of 
the Tibetan Government have requested through the two representa- 
tives of the Office of Strategic Services who are now in that country. 

After careful consideration of this matter in so far as it may affect 
our relations with China, we are of the opinion that to supply a radio 
transmitting set to the Tibetans would be politically embarrassing 
and cause irritation and offense to the Chinese for the following 
reasons : | 

(1) In November 1941 the Chinese requested that we allocate under 
Lend-Lease and ship to them a radio transmitter. This request we 
have not complied with because of shipping and air transport limita- 
‘ions. 

_ (2) The question of supplying China with the equipment she desires 
is a particularly delicate one at the present time. It is almost certain 
that to supply the Tibetans with a radio transmitter when we have
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failed to meet a similar request made by the Chinese over a year ago 
would give offense to the Chinese. 

(3) The Chinese Government claims suzerainty over Tibet. There- 
fore, in all probability, the Chinese Government would not welcome 
the introduction into Tibet of such a potent facility as a radio trans- 
mitter, particularly as the Chinese are not likely to have any actual 
control over the transmitter or the material broadcasted. 

| (4) The Chinese probably have no objection to and may even wel- 
come the dispatch of American “visitors” to Tibet from time to time 
but it is hardly conceivable that they would look with favor upon our 
supplying the Tibetans with any equipment which might be used 
against them in any way. 

We therefore recommend, from the point of view of our relations 
with China, that these considerations be brought to the attention of the 
Office of Strategic Services; that that agency be urged to drop the 
proposal to ship a radio transmitter to the Tibetans and that some 

other gift be substituted therefor. 
G[zorce] A[rcHEson], JR. 

893.01/945 

Memorandum of Conversation, by Mr. Alger Hiss, Assistant to the 
Adviser on Political Relations (Hornbeck) 

[WasuInetron,| April 3, 1948. 

I called Colonel Goodfellow and informed him of the view which 
had been expressed by officers of the Department. I then asked him 
whether O.S.S. would desire to receive the Department’s views in 
some more formal manner stating that unless O.S.S. should decide 
to drop the matter of sending transmitting station to Tibet, I believed 
that the Department would wish to press its objections more 

strenuously. 
Colonel Goodfellow was most agreeable and reasonable about the 

matter and seemed to perceive the cogency of the objections to the 
proposed action. He said that he would pass our views on to the in- 
terested officials in the O.S.S. and that he would let me know if there 
was any disposition to continue favorable consideration of the project. 

Colonel Goodfellow made only one statement of significance that we 
have not already been familiar with. He said that it had been the 
thought in O.S.S. that the transmitter would be available in Tibet 
for American use. I did not comment on this point and he did not 
seem to think that it warranted any reconsideration on our part.
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893.01/946 

The Director of the Office of Strategie Services (Donovan) to the 
Adviser on Political Relations (Hornbeck) 

Wasuineton, April 12, 19438. 

My Dear Dr. Hornpecx: We have received a cable from two of our 
representatives in Lhasa relaying a request by the National Assembly 
and the Tibetan Cabinet that we obtain priorities so that they may 

purchase three fully-equipped portable wireless stations to set up a 
trans-Tibet network. These stations will be 100 watts each and the 
equipment requested can be purchased for a total cost of $4500. 

An historical precedent is broken by this request which, if complied 
with, will open the Tibet region 1200 miles east and west for Allied 
influence and further modernization of territory which will be stra- 
tegically valuable in the future. 

Our authorities in New Delhi and the Government of India both 
agree in principle. 

We have the equipment which they have requested on hand in this 
office and would like to provide it to the Tibetan Government as a 
gift from the United States. I believe that this would have a very 
wholesome effect upon our relations. We have furnished communica- 
tions equipment to the Chinese in excess of $50,000. 

The two representatives of this office in Lhasa, through whom we 
received this request, have presented to the Delhi Lhama [Dalat Lama] 
a letter of greetings from the President of the United States, which 
was received with much ceremony. 

If you approve of our proposal, we will proceed to ship the equip- 
ment to our representatives in Lhasa for presentation with the com- 
pliments of the United States to the Tibetan Cabinet. 

Sincerely, Witi1am J. Donovan 

898.24/1594 

Lhe British Embassy to the Department of State 

Arpr-Mémoire 

On the 15th March, Mr. Eden” had a conversation in Washington 
with Dr. T. V. Soong" during the course of which the latter raised 
the question of Tibet. Dr. Soong said that Mr. Eden would doubtless 
be aware of the fact that the Government of China had always re- 
garded Tibet as a part of the Republic, and that during his visit to 

* Anthony Eden, British Secretary of State for Foreign Affairs. 
“ Chinese Minister for Foreign Affairs,



SUPPLY ROUTES TO CHINA 627 

India Chiang Kai-shek # had not been wholly reassured by what he 
had learnt of the attitude of the Government of India on this question. 
The Generalissimo had said that when a suggestion had been made 
for opening up a route through Tibet to China, the British Govern- 
ment had appeared reluctant to agree. Mr. Eden replied that his 
impression was that the reluctance referred to was caused by the 
physical difficulties involved and not by any political ones. As, how- 
ever, Mr. Eden was not sufficiently fully or recently briefed on this 

subject, the point was not discussed further. 
On receipt of an account of the above conversation the Viceroy * 

has telegraphed from New Delhi giving the facts on the Tibetan 
question and adding his comments on Dr. Soong’s remarks regarding 
firstly, Tibet’s position on the map of Asia, and secondly, the attitude 
of the Government of India to trans-Tibetan communications. Lord 
Linlithgow adds that he does not consider that Dr. Soong’s remarks 
represent accurately the real position, which is briefly as follows. 

I. Tibet acknowledged the suzerainty of the Manchu Empire: when, 
however, that Empire fell the Tibetans expelled the Chinese troops 
that were at that time in Lhasa and secured the return of the Dalai 
Lama from China [/ndia?]. In 1913 a Tripartite Conference was 
held in Simla between representatives of Tibet and of the Chinese and 
British Governments in an endeavour to resolve the existing differ- 
ences relating both to the constitutional position as between China 
and Tibet and to the boundaries separating Tibet from India and 
China. The resulting convention, which was initialled by the dele- 
gates of all three parties, recognised that Tibet was under the suzer- 
ainty of China but acknowledged the autonomy of Outer Tibet. The 
convention was ratified by Tibet and the Government of India; the 
Chinese Republic, however, declined to ratify and the Tibetan attitude 
has subsequently been that, in view of this Chinese refusal, Tibet is 
not bound to admit Chinese suzerainty and is an entirely independent 
state. In 1934 the Chinese Government sent Huang Mu Sung to 
Lhasa on a mission of condolence on the death of the thirteenth Dalai 
Lama; through Huang Tibet was offered a settlement of the boundary 
issue in return for Tibetan acceptance of subordination to China, with 
Chinese control of Tibet’s foreign relations. This overture the 
Tibetan Government rejected. Shortly before the installation of the 
new Dalai Lama in 1940 the Chinese Minister of Foreign Affairs," 
explaining the intention to send a Chinese representative to the cere- 
monies, stated that: “The representative has been instructed by the 
Chinese Government to say that China would at all times be ready 

% Generalissimo Chiang Kai-shek, President of the Chinese Executive Yuan 
(Premier), visited India in February 1942. 

** Marquess of Linlithgow. 
* Wang Chung-hui.



628 FOREIGN RELATIONS, 1943, CHINA 

to help Tibet, if Tibet desired it, but that China promised not to 
interfere in the development of Tibet along Tibetan lines”. The Min- 
ister of Foreign Affairs also said: “The Tibetan Government must not 
continue to think that China has any bad intentions towards Tibet”. 
The British representative who attended the ceremonies was instructed 

| to inform the Tibetan Government of these statements of the Chinese 
Minister of Foreign Affairs. 

Ever since the abortive 1918 Convention the attitude of the Govern- 
ment of India has been that they wished to secure agreement between 

China and Tibet and were willing to advise the Tibetan Government 
to admit formal Chinese suzerainty, although such an admission would 
in no sense constitute Tibet a Province of China. The Government 
of India have always held that Tibet is a separate country in full 
enjoyment of local autonomy, entitled to exchange diplomatic repre- 
sentatives with other powers. The relationship between China and 
Tibet is not a matter which can be unilaterally decided by China, 
but one on which Tibet is entitled to negotiate, and on which she can, 
if necessary, count on the diplomatic support of the British 

Government along the lines shown above. 
If. On the question of trans-Tibetan communications, Lord Lin- 

lithgow recalls that, for purely practical reasons of geography and 
meteorology, the Government of India was unable to encourage the 
Chinese suggestion of building a highway from Western Szechuan 
through Eastern Tibet to Assam—a project which, if not entirely 
impossible, would have taken years to complete. It should on the 
other hand be recalled that the initiative for the organisation for 
a pack route from Kalimpong via Central Tibet to China was taken 
by the Government of India. In spite of two rebuffs from Lhasa, 
the Government of India persisted and was finally successful. The 
Chinese Government on the other hand, although their representative 
in Lhasa was kept informed of these negotiations, made no effort 
to participate in them: when the time came to work out practical 
details the Chinese Government made certain stipulations in regard 
to supervision of this route by Chinese officials, stipulations which the 
Tibetan Government were unable to accept. The Chinese Govern- 
ment moreover opposed any form of tripartite agreement in which 
the British Government would participate. In spite of this attitude 
taken up by the Chinese Government, the Government of India did 
not cease to exhort the Chinese Commissioner in India to continue 
his efforts to despatch goods to China via Tibet through trade chan- 
nels, and promised all assistance from the Indian end. Lack of fur- 
ther progress has been due to the unforthcoming attitude of the 
Chinese and to the Tibetan Government’s suspicion of Chinese 
intentions. 

Wasuineron, April 19, 1948.
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893.01/946 

The Assistant Secretary of State (Berle) to the Director of the Office 

of Strategic Services (Donovan) 

| Wasuineton, April 23, 1943. 

My Dear Genera Donovan: The receipt is acknowledged of your 

secret letter of April 12, 1948, addressed to Mr. Hornbeck, stating 

that you have received from two of your representatives in Lhasa a 

cable relaying a request by the National Assembly and the Tibetan 

Cabinet that you obtain priorities so that they may purchase three 

fully equipped portable wireless stations to set up a trans-Tibet net- | 

work; that these stations will be 100 watts each and the equipment 

requested can be purchased for a total cost of $4,500; and that you 

would like to provide this equipment to the Tibetan Government as a 

gift from the United States. 

Tibet is, as you know, regarded by the Chinese as a dependency of 

China, and the Government of the United States has never taken ac- 

tion in contravention or disregard of that Chinese view. The suscep- 

tibilities of the Chinese Government are of importance to this country 

and to the United Nations in connection with the war effort as a whole. , 

It therefore is desirable, in any relations which we may have with the 

Tibetan authorities or in any action which we may take vis-a-vis 

them, to avoid gratuitously or inadvertently giving offense to the Chi- 

nese Government. In the light of those facts, it is believed that effort 

should be made to ascertain whether supplying of this equipment by 

this Government to the Tibetan Government as a contribution to the 
war effort would or would not be likely to offend Chinese susceptibil1- 

ties. It therefore is suggested that this matter be referred through 
the War Department to General Stilwell. If, then, it is ascertained 
that the proposed action appears to be unobjectionable from the point 
of view referred to above, this Department would suggest that the 
project under reference be regarded thereafter as a military matter 

and that decision be made on that basis. 
Sincerely yours, Avotr A, Brrr, JR. 

893.24/1592 : Telegram 

The Chargé in India (Merrell) to the Secretary of State 

New Deut, May 14, 1948—4 p. m. 

| [Received 8:50 p. m.] 

840. Government of India press note announces Tibet has agreed 

to transportation through its territory of non-military supplies for 

China.



630 FOREIGN RELATIONS, 1943, CHINA 

Chinese representatives here were not aware that these arrange- 
ments had been concluded until press article appeared, and they 
believe Chungking was similarly uninformed. They have subse- 
quently been told that Government of India pressed Tibet to act 
favorably on this long standing question on grounds that continued 
refusal would lead to serious deterioration in relations between Tibet 
and China. Tibet finally agreed but only on condition that (1) no 
military supplies of any sort be thus transported; and (2) no foreign 
supervision of shipments while in Tibet would be permitted. It ac- 
cordingly does not appear likely that Lend-Lease goods will be shipped 
from India to China via Tibet. In opinion Chinese officers here, the 
route with annual capacity estimated at from 1 to 3000 tons will prob- 
ably be used only for Chinese civilian supplies purchased in India. 

Repeated to Chungking with request Bowles be informed. 

MERRELL 

893.24 /1594 

The Department of State to the British Embassy 

AipE-MEMOIRE 

The Department of State appreciates the courtesy of the British 
Embassy in acquainting this Government, in the Embassy’s azde- 
mémoire of April 19, 1948, with the attitude of the Government of 
India in regard to the Tibetan question and with developments in the 
project of a pack animal supply route to China via Tibet. 

The Government of the United States has made note of the steps 
taken and the attitude shown by the Government of India toward 
establishing a supply route to China through Tibet. This Govern- 
ment of course hopes that any existing difficulties may be resolved in 
a way acceptable to all concerned. 

With regard to the position of Tibet in Asia, the British Govern- 
ment has been so good as to give an account of its historical attitude. 

For its part, the Government of the United States has borne in mind 
the fact that the Chinese Government has long claimed suzerainty 
over Tibet and that the Chinese constitution lists Tibet among areas 
constituting the territory of the Republic of China. This Govern- 
ment has at no time raised a question regarding either of these claims. 
The Government of the United States does not believe that a useful 
purpose would be served by opening at this time a detailed discussion 
of the status of Tibet. 

WasHInGTon, May 15, 1943.
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893.24/1593 : Telegram 

The Chargé in India (Merrell) to the Secretary of State 

New Deut, May 15, 1943—7 p. m. 
[Received May 16—12: 46 a. m.] 

344. I was informed by Weightman, Joint Secretary External 
Affairs, in strictest confidence this morning that the announcement 
regarding a route through Tibet reported in my 340, May 14 was made 
at this time in order that China might not attempt to justify any 
aggression against Tibet by saying that all possibility of transport 
from India across Tibet was denied China. British Government had 
endeavored last August to persuade Tibetan authorities to open such 
a route and latter had said they would do so only if a tripartite agree- 
ment between Tibet, China and India were reached. Chinese Gov- 
ernment had declined to consider such an agreement on ground that 
Tibet is considered a part of China. Asa result of the announcement, 
Weightman states, [that ?] Generalissimo recently made of his inten- 
tion of retaking all lost territory including Tibet and of a report heard 
through “a leak” to effect that [he?] ordered governors of Sikang, 
Yunnan and Chinghai to send troops to Tibetan border (only the last 
mentioned complying), British through their Mission at Lhasa suc- 
cessfully prevailed upon the Tibetans to agree to consent to the use 
of a route under the conditions mentioned in my telegram 340. 

Weightman believes that Embassy in Chungking has been informed 
of information obtained through the leak and that British Ambas- 
sador in Washington * has discussed matter with Department. 

I have just received a letter from Tolstoy dated Sog, Tibet, April 
17 in which he says that he had heard night before that Tibetan and 
Chinese troops are advancing toward each other and that Chinese 
troops had received their orders from Central Government. He also 
had heard a rumor from a Tibetan officer that Chinese had asked 
Government to invade Tibet and had been refused. Weightman states 
that no such request was received. 

Tolstoy has apparently informed British at Lhasa that he is report- 
ing on situation in a telegram which is presumably one Mission is 
relaying to Vicror under today’s date. Weightman requests that 
substance of this telegram be retransmitted here in one of Mission’s 
codes or conveyed to British Embassy in Washington. 

Repeated to Chungking. | 
MERRELL 

* Viscount Halifax.
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740.0011 Pacific War/3270a: Telegram 

The Secretary of State to the Chargé in China (Atcheson) 

Wasuincron, May 18, 1943—7 p. m. 

633. British Embassy here has received information from British 

Embassy at Chungking to the effect that a force of 10,000 Chinese 

troops has been concentrated along the Tibetan borders. British 

Embassy stated this information is based on a report received from 

“an American officer” +7 who recently returned to Chungking from 

Sining, Chinghai. It has also been learned from the British Km- 

bassy that this report has caused the British Government some con- 

cern and that in consequence the British Ambassador recently called 

on the Vice Minister for Foreign Affairs to discuss this matter; that 

the Vice Minister indicated he had no information substantiating 

this report but took occasion to reiterate the position of the Chinese 

Government vis-a-vis Tibet. 

The Department would appreciate receiving any information the 

Embassy may have in regard to the foregoing, but desires that you 

not make inquiries in this connection except very discreetly in official 

American circles. 
Hot 

. 740.0011 Pacific War/3272: Telegram 

The Chargé in China (Atcheson) to the Secretary of State 

CuHUNGKING, May 25, 1943—2 p. m. 
[Received May 25—11: 23 a. m.] 

777. Department’s 638, May 18, 7 p. m. American officer referred 

to is an Assistant Naval Attaché who visited Sining briefly in latter 

part of April in company with an Assistant Military Attaché. In- 

formation given former by Secretary of Chinghai Government was 

that 10,000 Chinghai troops had been moved toward Tibetan border 

(actual location is probably north border of Sikang as shown on 

Chinese maps) in obedience to Generalissimo’s orders. Governor of 

Sikang is also understood to have been asked to permit passage of 

Central Government troops toward Tibet or in lieu of this to despatch 

his own troops. Governor Liu Wen-hui has reportedly refused to do 

either (see New Delhi’s 344, May 15, 7 p. m.). 
Chinese objectives in these moves seem to be: (1) to bring pressure 

on Tibet to permit opening two nd [to the?] Central Government 

[and?] control of transportation routes and transit of military sup- 

plies (Tibetans apparently remain intransigent on this question and 

“Lt. 8. H. Hitch, Assistant Naval Attaché in China.
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in 1942 attacked Ministry of Communications route survey party, 
killing chief); (2) to gain a foothold for the Central Government 
in the presently independent province of Sikang and Chinghai; (3) 
eventually to bring Tibet under effective Chinese control. Chinese 
pretext is that Tibetans instigated by Japanese agents and aided by 
Japanese arms and planes are planning offensive action against Chi- 
nese border provinces. 

While there is some basis for belief in presence in Tibet of a few 
Japanese agents, reports of Japanese activity and Tibetan aggres- 
siveness are believed exaggerated. 

In their present nationalistic state of mind the Chinese may be ex- 
pected to resent any active British interest in Tibetan affairs. 

More detailed report follows by despatch.'® 
ATCHESON 

893.00 Tibet /64 

Memorandum of Conversation, by Mr. Joseph W. Ballantine of the 
Division of Far Eastern Affairs 

[Wasuineton,] May 31, 1948. 

Sir George Sansom * called at my request and I told him that we 
had received a telegram dated May 15 from our Mission in New Delhi 
(New Delhi’s 344, May 15, 7 p.m.) in which telegram it was stated (1) 
that the American representative at Lhasa had informed the British 
that he was reporting on the situation in Tibet and (2) that Weight- 
man, Joint Secretary of External Affairs at New Delhi, had requested 
that the substance of that report be conveyed to the British Embassy 
in Washington. I told Sir George that we had made inquiry of the 
War Department and had obtained a paraphrase of a telegram which 
embodied the report apparently referred to (a message from Ferris,”° 
dated New Delhi, May 16, to the War Department). I let Sir George 
read the telegram. He said that he had had practically all of the 
information in the telegram except the statement contained in the last 
sentence to the effect that according to the British the reincorporation 
of Tibet was among the objectives laid down by General Chiang 
Kai-shek in a book recently published, presumably by the Chinese 
Government. 

Sir George then told me that at a Pacific Council meeting in Wash- 
ington on May 20 Mr. T. V. Soong had said in reply to Mr. Churchill #4 
that there was not and would not be a concentration of Chinese troops 

#8 Apparently not sent. 
* British Minister. | 
” Brig. Gen. Benjamin G. Ferris, Acting Chief of Staff to General Stilwell. 
** Winston Churchill, British Prime Minister.
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against Tibet though the Chinese Government claimed that ‘Tibet was 
a part of China; and that the Prime Minister had replied that no 
one contested Chinese suzerainty and that the essential thing now was 

to avoid making any new difficulties. 
Sir George also let me have an extract from a telegram dated May 

25 from the British Foreign Office. He said that the matter was of 
no importance but he thought that the Tibetan reply quoted therein 

was rather amusing. This extract was as follows: 

“As regards assurance concerning alleged Japanese activities in 
Tibet, Tibetan reply states in part as follows. “Tibet being a country 
entirely devoted to religion we rigorously guard our frontiers from 
intrusion and emphatically deny having any dealings or understand- 
ings with other foreign powers.’ ” 

J [osrpH] W. B[ALLANTINE] 

740.0011 Pacific War/3272: Telegram 

The Secretary of State to the Chargé in China (Atcheson) 

WASHINGTON, June 6, 1943—noon. 

730. Chungking’s 777, May 25, 2 p. m. On May 381 an officer 

of the British Embassy, in conversation with an officer of the Depart- 

ment, stated inter alia that during the course of a recent meeting of 
the Pacific Council held in Washington Dr. T. V. Soong had replied to 
an inquiry made by Prime Minister Churchill that, notwithstanding 

the Chinese Government’s claim that Tibet was a part of China, Chi- 
nese troops were not and would not be massed on the Tibetan borders; 
and that the British Prime Minister had rejoined that Chinese suze- 
rainty over Tibet was not contested by anyone but that it was essential 

at the present time to avoid any new complications or difficulties. 
Hoi 

893.00 Tibet /70 

The British Embassy to the Department of State 

Status or Tiper 

(Policy of His Majesty’s Government towards Tibetan relations 

with China). 

Until the Chinese Revolution of 1911 Tibet acknowledged the su- 
zerainty of the Manchu Empire and a measure of control from Peking 

which fluctuated from military occupation to a mere nominal link. 

Since 1911 Tibet has enjoyed de facto independence. His Majesty’s 

4 Handed to the Adviser on Political Relations (Hornbeck) on September 14 
by Sir George Sansom of the British Embassy.
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Government made repeated attempts after 1911 to bring the Chinese 
Republic and the Tibetan Government together on the basis that Tibet 
should be autonomous under the nominal suzerainty of China, but 
these attempts always broke down on the question of the boundary be- 
tween China and Tibet, and eventually in 1921 His Majesty’s Govern- 
ment presented the Chinese Government with a declaration to the ef- 
fect that they did not feel justified in withholding any longer their 
recognition of the status of Tibet as an autonomous state under the 
suzerainty of China, and that they intended dealing on that basis with 
Tibet in the future. 

2. The Chinese Government have since 1921 attempted to an in- 
creasing extent to import some substance into their suzerainty over 
Tibet, while the Tibetans repudiate any measure of Chinese control. 
‘There have been several recent indications that the Chinese Govern- 
ment intend to press their claim that Tibet is part of China, and the 
point is likely to come up whenever any question affecting Tibet is un- | 
der discussion with the Chinese Government. Thus, last year they 
proposed, contrary to the wishes of the Tibetan Government, to post 
officials in Tibet to supervise the organisation of a supply route to 
China, and when Mr. Eden was in Washington in March, Dr. T. V. 
Soong said in connexion with this route that his Government had al- 
ways regarded Tibet as part of the Republic of China. 

3. In these circumstances His Majesty’s Government have reconsid- 
ered their attitude towards this question, having regard in particular 
to the consideration that any unconditional recognition of Chinese 
suzerainty would weaken their position in defending Tibet’s claim to 
autonomy. While they are bound by a promise to the Tibetan Gov- | 
ernment to support them in maintaining the practical autonomy of 
Tibet, which is of importance to the security of India and to the tran- 
quility of India’s north east frontier, on the other hand Great Brit- 
ain’s alliance with China makes it difficult to give effective material 
support to Tibet. It is therefore desirable so far as possible to pre- 
vent the dispute between China and Tibet regarding the latter’s status 
coming to a head at present. Nevertheless, at some stage discussion 
with the Chinese Government regarding this matter is probably in- 
evitable. It has therefore been decided that in any such discussions 
the following line should be taken in so far as the circumstances render 
it necessary :— 

(a) It should be pointed out that Tibet has in practice regarded 
herself as autonomous and has maintained her autonomy for over 
30 years. 
(b) It can be stated categorically that neither His Majesty’s Gov- 

ernment nor the Government of India have any ambitions in Tibet 
other than the maintenance of friendly relations. 

382545—57——41
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(c) It should be recalled that the attitude of His Majesty’s Gov- 
| ernment has always been that they recognize Chinese suzerainty, but 

that this is on the understanding that Tibet is regarded as autonomous. 
(@) It should be stated that this is still their position and any un- 

conditional admission of Chinese suzerainty should be avoided. Any 
amicable arrangement which China felt disposed to make with Tibet 
whereby the latter recognised Chinese suzerainty in return for an 
agreed frontier and an undertaking to recognise Tibetan autonomy 
would be welcomed by His Majesty’s Government and the Govern- 
ment of India. The two latter Governments would be glad to offer 

- any help desired by both parties to this end. 

4, The foregoing would make it clear that His Majesty’s Govern- 
ment do not feel themselves committed to regard China as the suzerain 
unless she in turn agrees to Tibetan autonomy. For the present, it 
is better that the matter should be left at that. But at a later stage 
it may prove necessary to add that :— 

(e) If the Chinese Government contemplate the withdrawal of 
Tibetan autonomy, His Majesty’s Government and the Government 
of India must ask themselves whether in the changed circum- 
stances of to-day it would be right for them to continue to recognise 
even a theoretical status of subservience for a people who desire to 
be free and have, in fact, maintained their freedom for more than 
thirty years. 

5. His Majesty’s representatives should be guided by the foregoing 
considerations in any questions regarding the status of Tibet which 
may arise. | 

Forrien Orrice, [Lonpon,] 22 July, 1943. : 

893.00/15110 

The Chargé in China (Atcheson) to the Secretary of State 

No. 1482 Cuunexine, August 17, 1948. 

[Received September 3.] 

Sir: I have the honor to refer to the Embassy’s airgram A-20, July 
31, noon,” in regard to Sino-Tibetan relations, and to transmit here- 
with a copy of despatch No. 7, July 10, 1948, from the Embassy officer 
at Lanchow,”* which was summarized in this airgram. 

Especial attention is invited to the last paragraph of the despatch 
in which Mr. Service describes the attitude of Captain Tolstoy and 
Lieutenant Dolan as being strongly pro-Tibetan and critical of China 
and of what appear to be Chinese intentions in regard to Tibet. Dur- 
ing the course of a recent conversation in Chungking with officers of 
the Embassy Captain Tolstoy strongly intimated that he felt that 

* Not printed. 
* John S. Service; enclosure not printed.
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the United States should support the Tibetans vis-a-vis the Chinese 

Government. | 
As of further interest in this connection it may be mentioned that 

during the course of a recent conversation Dr. Victor Hoo, Vice Minis- 

ter of Foreign Affairs, stated confidentially that he had received 

reports to the effect that Captain Tolstoy has assured the Tibetans 

that the United States would support them in their desire to remain 

independent of China; that he was very surprised at these reports be- 

cause the United States had always shown a “very correct attitude” in 

regard to Tibet; and that he would obtain more specific information in — 

the matter and communicate it to us in due course. 

Respectfully yours, GrorGE ATCHESON, JR. 

893.00 Tibet /68 

The British Embassy to the Department of State ™ 

PARAPHRASE OF TELEGRAM FRom THE ForREIGN OFFICE TO THE BRITISH 
Empassy, WAsHINGTON, (AvucusT 28, 1943) 

The Government of India have received information from reliable 

sources in Tibet stating that the number of Chinese troops in the 
Jyekmago [?/yekwndo] * area is considerably greater than the garri- | 
sons of former years and that additional troops are being recruited 
and additional arms are arriving. The Tibetan Government are said 
to have found it necessary to increase their own forces and there is | 

considerable nervous tension. . 
The Government of India are instructing their representatives at 

Lhassa to inform the Tibetan Foreign Office that they have taken note 
of this information, that they advise them to verify it and to ensure 
that their own troops do nothing to provoke a frontier incident. 

893.00 Tibet/69 

The British Embassy to the Depariment of State* 

| TIBET | : 

Since the Chinese Revolution of 1911, when Chinese forces were 
withdrawn from Tibet, Tibet has enjoyed de facto independence. She 

= Handed to the Adviser on Political Relations (Hornbeck) on September 14 
by Sir George Sansom of the British Embassy who stated that the British Foreign 
Office “wish to know whether we would think it possible to have our representa- 
tive in Chungking express interest in this matter.” 

* Brackets appear in the original. , 
7 Notation at top in ink, presumably by Sir George Sansom of the British 

Embassy who handed this paper to Dr. Hornbeck on September 14: “Copy of 
memorandum sent to Dr. Soong (in London) by Mr. Eden August 5, 1948, in 
persona! letter.”
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has ever since regarded herself as in practice completely autonomous 
and has opposed Chinese attempts to reassert control. 
_ Since 1911, repeated attempts have been made to bring about an 
accord between China and Tibet. It seemed likely that agreement 
could be found on the basis that Tibet should be autonomous under 
the nominal suzerainty of China, and this was the basis of the draft 
tripartite (Chinese-Tibetan-British) convention of 1914 which was 
initialled by the Chinese representative but was not ratified by the 
Chinese Government. The rock on which this convention and sub- 
sequent attempts to reach an understanding were wrecked was not 
the question of autonomy (which was expressly admitted by China) 
but was the question of the boundary between China and Tibet, since 
the Chinese Government claimed sovereignty over areas which the 
Tibetan Government claimed belonged exclusively to their autonomous 
jurisdiction. | 

The boundary question, however, remained insuperable and, since 

the delay in reaching agreement was hampering the development of 
more normal relations between India and Tibet, eventually in 1921 
the Secretary of State for Foreign Affairs (Lord Curzon) informed 

| the then Chinese Minister (Dr. Wellington Koo) that the British 
Government did not feel justified in withholding any longer their 
recognition of the status of Tibet as an autonomous State under the 
suzerainty of China, and intended dealing on this basis with Tibet 
in the future. 

This is the principle which has since guided the attitude of the 
British Government towards Tibet. They have always been prepared 
to recognise Chinese suzerainty over Tibet but only on the under- 
standing that Tibet is regarded as autonomous. Neither the British 
Government nor the Government of India have any territorial ambi- 
tions in Tibet but they are interested in the maintenance of friendly 
relations with, and the preservation of peaceful conditions in, an 
area which is coterminous with the North-East frontiers of India. 
They would welcome any amicable arrangements which the Chinese 
Government might be disposed to make with Tibet whereby the latter 
recognised Chinese suzerainty in return for an agreed frontier and 
an undertaking to recognise Tibetan autonomy and they would gladly 
offer any help desired by both parties to this end.
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893.00 Tibet /66 

The Chargé in China (Atcheson) to the Secretary of State 

No. 1598 CHUNGKING, September 20, 1943. 
[Received October 14. ] 

Sm: I have the honor to enclose a copy of despatch No. 117, 
August 11, 1943, from the Embassy officer at Chengtu * entitled “Four 
Facets of the Tibetan Problem”. The four “facets”, or points of view, 
mentioned by Mr. Smith are those of (1) the Central Government, 
which desires the extension of Chinese sovereignty over Tibet in fact 
as well as in name, (2) the Tibetans, who apparently want only to be 
left alone, (3) the British, who oppose direct Chinese control over 
Tibet, and (4) the Chinese border war lords who are busy “playing 
both ends against the middle” in an effort to bolster their own positions. 

Summary. Information obtained from an advisor on Tibetan affairs 
to the Szechwan Provincial Government and former minor official in 
a border region of Tibet is to the effect that there are at least eight 
Japanese bonzes living in Tibet but that they are so closely watched 
that their activities are not dangerous to the cause of the United 
Nations; that, probably in April of this year, Chiang Kai-shek issued 
orders to the Chairmen of the three provinces bordering on Tibet to 
move their troops further into Tibetan controlled areas; but that due 
to lack of ability or desire on the part of the Chairmen the scheduled 
“drive” amounted only to a few minor border incidents. This in- 
formant, as well as President Y. P. Mei of Yenching University and 
another Yenching professor with special knowledge of Tibet,°° ex- 
presse? the opinion that any attempt to extend Chinese control over 

ibet by force would be bitterly resented by the Tibetans (enclosure 
No. 2). In background “Notes on Tibet” (obtained from a British 
Indian official) written by a private scholar who is said to have access 
to official British sources of information (enclosure No. 3) the nation- 
ality and culture of the Tibetans as distinct from those of the Chinese 
are stressed; mention is made of the “British policy of supporting 
Tibetan independence or complete autonomy . . .* based on the inter- 
est of India in Peaceful and orderly conditions along the frontier” ; 
and it is pointed out that as “the new China” (as contrasted with the 
“Manchu dynastic empire”) “is based on a purely Chinese nationalism — 
and as Tibet . . . has now for a generation been independent de facto 
of Chinese rule, there does not seem to be any good ground on which 
China can now assert an unqualified right of sovereignty ...” A 
quotation from a translation of China’s Destiny by Chiang Kai-shek 
(enclosure No. 4) indicates that the Generalissimo feels that China 
should make “plans” for “the restoration of our national sovereignty” 
over Tibet. L'nd of summary. 

* Enclosures not printed. 
Horace H. Smith. 

® Professor Li An-che. 
*™ Omissions indicated in the original.
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There have been increasing indications in recent months that the 
Chinese Central Government desires, and as soon as it feels in a posi- 
tion to, will attempt to extend its control over Tibet by force of arms. 
It is almost a foregone conclusion that Tibet will resist such encroach- 

| ment by all means at its command, including, presumably, appeals to 
| Great Britain and to the United States. 

For over a quarter of a century Great Britain has opposed the 
exercise by China of direct control over Tibet and there has been no 
indication that this policy will be modified in the near future. 

Respectfully yours, GEORGE ATCHESON, JR. 

740.0011 Pacific War/3272 : Telegram 

The Secretary of State to the Chargé in China (Aitcheson) 

WASHINGTON, September 21, 1943—10 p. m. 

1840. Reference Embassy’s 777, May 25, 2 p. m., in regard to re- 
ported Chinese troop concentrations along the Tibetan border. 

1, British Embassy has brought to the Department’s attention a 
further report received from the Government of India to the effect that 
the strength of Chinese troops in the vicinity of Yushu, Chinghai, 
has been considerably increased; that additional arms and supplies 
are being shipped into that area; that the Tibetans are reported to 
have increased their own forces and that considerable tension exists. | 
The Government of India has instructed its representatives at Lhasa 
to endeavor to verify the above information and to suggest to the 
Tibetan authorities that they take steps to prevent their own troops 
from provoking frontier incidents. 

This further report regarding Chinese troop concentrations in the 
Chinghai—Tibet border area appears to be substantiated, at least in 
part, by the information contained in the Embassy’s despatch no. 
1482, August 17. : 

2. The Department suggests that the Embassy if it perceives no 

objection make inquiry of the Foreign Office in regard to these re- 
ported troop concentrations and discreetly indicate as on your own 
initiative a concern over the possibility that these troop movements, 
if they are actually being carried out, might result in armed clashes 
between Chinese and Tibetan troops and furthermore that such an 
unfortunate development could not fail adversely to affect the co- 
operative efforts being made to defeat the Japanese and restore peace 
and tranquility in the Far East. 

Ho
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740.0011 Pacific War/3272 : Telegram 

The Acting Secretary of State to the Ambassador in China (Gauss) 

WaAsHINGTON, September 27, 1943—4 p. m. 

1374. Reference Department’s 1340, September 21, 10 p.m. The 
British Embassy has informed us of a recent informal conversation 
with Dr. T. V. Soong and of a reassuring affirmation made by Soong 
of confidence on his part that Chinese troops are not being concen- 
trated in the area under reference and that China will not initiate 
trouble there, together with statement by Soong that China regards 

— Tibet as “a part of China”. | 
With reference to the suggestion conveyed in numbered paragraph 2 

of Department’s telegram under reference, you would probably find it 
advantageous to keep in close touch with the British Embassy. 

BERLE 

740.0011 Pacific War/3465 : Telegram | 

The Ambassador in China (Gauss) to the Secretary of State 

| CuHuNGKING, September 28, 1943—10 a. m. 
[Received 5:37 p. m.] 

1817. Department’s 1340, September 21. At a suitable opportunity 
during a dinner party on September 25 Counselor mentioned to Vice 
Foreign Minister Victor Hoo that we had heard reports emanating 
from India to the effect that there had been some additional troop 
concentrations on the Chinghai-Tibetan border. Dr. Hoo did not 
at first deny the reports but said that the Chinese troops “will certainly 
do nothing” and then said that there had been some Chinese troops 
near the Tibetan border, that he had not heard this latest report, and 
that the report was incorrect. He made a further statement that 
“in any case we will do nothing”. 
We have not received here any confirmation of the British reports. 

- Gauss 

740.0011 Pacific War/3272 : Telegram | 

The Acting Secretary of State to the Ambassador in China (Gauss) 

Wasuineton, September 29, 1948—10 p. m. 
1398. Reference Department’s 1374 of September 27, 1943, 4 p. m. 

and prior communications. | 

In a conversation with an officer of the Department on September 28 
Dr. T. V. Soong introduced the subject of Tibet. He said that while
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in London he had talked with the BFO ” on that subject and that a 
few days ago Sir George Sansom of the British Embassy here had 
come to him under instructions and had spoken of the BFO’s uneasi- 
ness in the presence of rumors that the Chinese were assembling troops 
on the Tibetan border. Dr. Soong said that he had stated to Sir 

George that the Chinese regard Tibet as an integral part of China; 
regard relations with the Tibetans as an internal problem; and that, 
although he, Soong, is not fully informed regarding troop movements, 
he doubts the rumors regarding massing of troops, he is not aware of 
any reason why there should be trouble with the Tibetans, etc., he 
would suggest that the British not make representations at Chungking 
implying a special British interest in Tibetan problems as problems 
involving an area or a people independent of China. Dr. Soong went 
on to say that in their study of geography the Chinese have long been 
taught that Tibet is a part of China and they have no thought what- 
ever that this is open to question; and he further said that the question 
of Tibet is obviously of greater practical importance to the Chinese 
and the Tibetans than to the people of any other country. 

It was pointed out to Dr. Soong, without argumentation, that by 
virtue of its geographical position, Tibet naturally is a subject of 
particular interest not only to China but also to India. Dr. Soong 
readily admitted this but affirmed that politically and in law Chinese 
claims regarding Tibet stand on far firmer ground than do British 
claims. 

If you have not already made an approach along the lines suggested 
in the final paragraph of the Department’s 1340, September 21, 10 p. m. 
you are authorized to leave in abeyance for the present any action on 
that suggestion. : 

| | BERLE 

740.0011 Pacific War/3505 : Telegram 

The Ambassador in China (Gauss) to the Secretary of State 

CHUNGKING, October 4, 1943—8 p. m. 
| [Received October 27.] 

A-67. Department’s 1898, September 29, Embassy’s 1817, Septem- 
ber 28, and previous. We have been informed by a high Gov[ernmen]t 
official that he has not heard of recent additional troop concentrations 
on the Tibet-Chinghai border but that he understands that “some” 
airfields are being constructed there by the Chinese. He intimated 
that the fields are possibly for the purpose of “pressure” to be applied 
later on. The informant remarked incidentally that it was curious 

” British Foreign Office.
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how much trouble was taken over outlying regions such as Tibet and 
Outer Mongolia which are of absolutely no economic value to China. 

Gauss 

893.796/361 . 

The Ambassador in China (Gauss) to the Secretary of State 

No. 1752 7 Cuunexine, October 29, 1948. 
[Received November 18.] 

Sir: I have the honor to report that a director of the China National 
Aviation Corporation in a confidential conversation has informed me 
that the Calcutta office of the Corporation recently received a com- 
munication from the Government of India authorities complaining 
that C. N. A. C. planes have been flying over Tibet on the route between 
India (Assam) and China, and that such flying over Tibet should be 
discontinued. | 

I learn that in good weather the C. N. A. C. planes operating on 
the new route between Assam and Suifu do at times fly over part 
of Tibet, taking a route through a pass in the mountains with resulting 
greater safety for the pilots, planes, and cargo. 

The director of the Corporation tells me that he referred the matter 
to the head office of the Corporation at Chungking, suggesting that 
for the time being no reply be given to the letter of the Government 
of India authorities and that if those authorities press the subject 
further they be informed by the Calcutta office that it is not competent 
to deal with it and any representations should be made to the Chinese 
Government. . | 

The matter is reported for the confidential information of the De- | 
partment as a further small indication of British interest in Tibet as 
opposed to China’s claim to suzerainty over that special area. 

Respectfully yours, C. E. Gauss 

893.00 Tibet/67 | | 
Lhe Ambassador in China (Gauss) to the Secretary of State 

No. 1810 . CHUNGKING, November 13, 1943. 
[Received December 3. ] 

Sim: I have the honor to refer to the Embassy’s despatch no. 1598, 
September 20, 1943 in regard to Sino-Tibetan relations and to en- 
close a copy of despatch no. 170, October 28, 1943 from the Embassy 
officer at Chengtu * in regard to a proposed missionary sponsored edu- 

* Not printed.
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cational mission to Tibet. The despatch contains a summary of its 
contents. 

| _ In spite of the alleged willingness of some Tibetans to welcome for- 
eign educational missionary work in their country, the Embassy has 
received no information indicating that a relaxation may be expected 
of the well known Tibetan policy of exclusion (see, for example, Em- 
bassy’s despatch no. 1482, August 17, 1943). The history of mis- 
sionary effort in China does not provide any basis for assuming that 
the proposed educational mission under reference (or the contem- 
plated Seventh Day Adventist medical mission mentioned in Mr. 
Smith’s despatch) is likely to be conducted with sufficient tact to 
avoid arousing Tibetan opposition. The projects under reference 
may therefore very well develop, even if the good intentions of the 
initiators are taken for granted, into attempts at missionary penetra- 
tion of Tibet which are likely to give rise to Tibetan opposition and 
result in friction and situations which cannot but be embarrassing to 
the American Government. It is also possible that the missionary 
interests concerned may find it necessary, as the price they must pay 
for indispensable Chinese support, to allow themselves to be used to 
some extent as agents of Chinese political penetration of Tibet. : 

The usual Chinese approach to the Tibetan problem is well illus- 
trated by the incident reported in the enclosure to the Embassy’s 
despatch no. 1793, November 9, 1943.5 Chinese authorities in Kansu, 
wishing to discourage Tibetan assistance to rebels operating in areas 
adjacent to those inhabited by Tibetans, dropped leaflets in which the 
Tibetans were addressed as “barbarians” and threatened with bomb- 

| ing if they sheltered rebels. 
It is the Embassy’s opinion that under present conditions American 

interests would not benefit from the missionary projects under refer- 
ence but on the contrary the projects might result in serious embar- 
rassment to the Government. Therefore, if and when the Embassy is 
approached by the missionary interests concerned, we will expect to 
offer them no encouragement in regard to the projects. 

Respectfully yours, C. BE. Gauss 

“BH. H. Cressy of the National Christian Council of China was sponsor of the 
proposed mission. 

* Not printed.



ARRANGEMENTS TO OBTAIN STRATEGIC MATERIALS 

FOR THE UNITED STATES FROM CHINA? 

811.20 Defense (M)/11374 : Telegram 

The Ambassador in China (Gauss) to the Secretary of State 

: Cuuncxine, January 7, 1943—10 a. m. 
| [Received 1:45 p. m.] 

25. EEmbassy’s 1564, December 29, noon.? Russian trade repre- 
sentative has approached Embassy with request that we accept for 
shipment by air from Kunming or nearby airports 1 to 2000 tons of 
tin, shipment to be made during the next few months. Dr. Wong, 
Chairman of the National Resources Commission, has made a like 
request. The tin represents delayed delivery against NRC’s 1941-42 
contract with Russians. Russian representative refers to his under- 
standing that we are allocating our tin from China to Russia and | 
suggests that we accord Chinese tin obligated directly to Russia 
priority over tin under contract to United States. He points out that 
result will be the same insofar as delivery of tin in India for Russia 
is concerned and explains that procedure recommended would facili- 
tate mutual accounting and NRC’s task in discharging its obligations. 
Embassy requests reply indicating whether Metals Reserve is pre- 
pared to give Russian tin priority position requested. It now appears 
that air transport space to India will be adequate to carry the tin and 
other strategic materials destined for United States. 

| | | | Gauss 

811.20 Defense (M)/11226: Telegram _ | 
The Secretary of State to the Ambassador in China (Gauss) 

_ Wasuineton, January 7, 1948—9 p. m. 

35. Your 1564, December 29, noon.? Metals Reserve will accept 
from the National Resources Commission delivery of 1,000 tons tin 
f. o. b. planes, Kunming. This arrangement will be covered by pro- 
posed amendment to the existing contract, already agreed to in prin- 
ciple but not yet formally executed. Consent to accept 1,000 tons tin 

* Continued from Foreign Relations, 1942, China, pp. 632-672. 
*Tbid., p. 672. : | a | 

: : | 645
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is conditioned on expected delivery by National Resources Commis- 
sion not later than end of next April of 2,000 tons tungsten ore. 

Huy 

811.20 Defense (M)/11374: Telegram 

The Secretary of State to the Ambassador in China (Gauss) 

WASHINGTON, January 16, 1943—1 p. m. 

79. War Production Board has set following schedules and priori- 
ties for air transport strategic materials to India from China by 
army and commercial planes. All quantities are short. tons per 

month. 

A-1-a Priority 
Silk (for U.K.) 40 
Tungsten 500 

A-1 Priority 
Bristles (unbleached 214 inches 

or longer for U.S. and U.K.) 90 
Mercury (for U.S.S.R.) | 40 

A-2 Priority 
Tin (for U.S.S.R.) 300 

A-3 Priority 
Tin (for Metals Reserve Company) 200 

Total priority cargo 1,170. | 

B-1 Filler Cargoes (only for available space not taken by 
priority cargo.) 

Green tea 
Tung oil (Only if can be shipped in drums otherwise return- 

ing empty from China.) 

Your No. 25, January 7,10 a.m. As Russian request to ship 750 
tons tin has already been met, this Government can agree only to 
further shipments of not more than 300 tons per month Russian owned 
tin. If there is more space than can be taken by available quantities 
higher priority cargoes quota 200 tons tin Metals Reserve should be 

enlarged to utilize all space available. 
| Green tea is only to be sent by air when there are not enough quanti- 

ties available silk, tungsten, bristles, mercury or tin to fill available 
space on army or commercial planes. 

These priorities are also to apply to local transport and warehousing 
within China as well as to air transport from China. In brief, tea 
and tung oil are not to be permitted to interfere with inland transport
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of materials mentioned in preceding paragraph. Please advise the 
Department as to further availability of plane space with special 
reference to other operations to India from China. | 

Huby 

811.20 Defense (M) /11641d:: Telegram | 

The Secretary of State to the Ambassador in China (Gauss) 

| WASHINGTON, January 18, 1943—5 p. m. 

83. In view of the possibility of an early substantial increase in air 
transport space between China and India, can you suggest further 
kinds of cargo in addition to those raw materials now being trans- 
ported. Are there supplies of antimony, wood oil or other materials 
readily available for the purchase of which it might now be worth 
while to consider arrangements ? 

Hoi. 

811.20 Defense (M) /11662b: Telegram 

Lhe Secretary of State to the Ambassador in China (Gauss) 

WasHINGTON, January 20, 1943—11 p. m. 

108. Can you ascertain whether antimony is being acquired by Japa- 
nese from unoccupied China and if so in what amounts; also whether 
Soviet Russia is purchasing antimony from CNRC and transporting 
overland ? 

: | Hv.u 

811.20 Defense (M)/11777 : Telegram 

The Ambassador in China (Gauss) to the Secretary of State 

CHUNGKING, January 30, 1943—9 a. m. 
: [Received 9:20 a. m.] 

168. Department’s inquiry regarding antimony (No. 108, January 
19 [20],11 p.m). Russians are not obtaining the mineral for trans- 
portation overland. Limited transport facilities preclude such an _ 
operation. 

No information has reached Embassy indicating that the Japanese 
are acquiring the mineral from unoccupied China. Chairman [of] 
Resources Commission states that location of mines well within Free 
China facilitates control, that he has received no reports of smuggling, 
and that he is convinced that, if Japanese are obtaining antimony from 
Hunan, quantities are negligible. 

Gauss
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811.20 Defense (M)/11780: Telegram 

The Ambassador in China (Gauss) to the Secretary of State 

CHUNGKING, January 30, 1943—noon. 
| [Received January 80—11:10 a. m.] 

171. Embassy has gone thoroughly into the matter of obtaining ad- 
ditional materials for air transport in China (Department’s 83, 

January 18, 5 p. m.). | 
Wood oil is not available at points of air shipment and shortage of 

internal transport facilities precludes shipment in any quantity from 
concentration points (largely in Hunan and Szechuan) to airfields in 
vicinity of Kunming. Disinterested but fully informed Chinese ad- 

__-vises against endeavoring to ship wood oil under present conditions 
stating that, in addition to internal transport difficulties, presently 
available facilities for preparing oil for export by air would prove © 

unsatisfactory. 
| Antimony is available in ample quantities for export but here again 

| internal transport is the problem for which there is no present prac- 
tical solution. Transportation of antimony to Kunming would follow 

| same general route as that used for wolfram. Bottleneck is trucking | 
route from Chinchengkiang in Kwangsi to Kutsing in Yunnan. 
Chairman, Resources Commission, although desirous of furnishing 
antimony to us, states that, unfortunately until he can obtain more 
trucks, any antimony transported would displace wolfram. He has 
been advised that we do not wish to reduce the amount of wolfram now 
being transported. 

The Embassy knows of no other usable materials readily available 
for transport by plane. The quantity of tin shipments might be in- 
creased to a maximum of a 1000 tons a month and if our present en- 
deavors to obtain more trucks for wolfram are effectual we may be 
able to raise wolfram shipments closer 1000 tons a month. Hence we 
might, with the relatively limited quantities of bristles, silk and mer- 
cury which are available from time [to time?], be able to achieve 
something over 2000 tonsa month. Until internal transport problem 

| is solved (trucks are available but gasoline and equipment to keep 
them operating are very scarce) Embassy does not see how we can 
further materially increase quantity of materials for export by freight 
planes. 

| GAUSS
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811.20 Defense (M) /11791 : Telegram | 

The Ambassador in China (Gauss) to the Secretary of State 

CuuNGEING, February 1, 1943—2 p. m. 
[Received February 1—1: 35 p. m.] 

179. Reference final paragraph Department’s 79, January 15 [16], 
1 p.m. Embassy has brought informally to the attention of the 
Minister of Communications‘ and the chairman, Resources Commis- 
sion (Minister of Economics) * War Production Board’s desire with 
regard to priorities in local transport and warehousing, and has’ 
received favorable reaction but no action yet. In strict confidence 
it is feared that highly placed interested Chinese may maneuver 

| utilization of trucks for tea transport that might better be employed 
carrying tungsten. Transportation route for both is in general the 
same. 

Embassy has been unable to obtain any satisfactory estimate of 
future available plane space for export of materials. Estimates vary 
from 2 to 5,000 tons monthly. It seems clear, however, that in - 
near future priorities on air transport space will cease to be a prac- 
tical problem and that internal transport to air fields will continue, 
as it is now, a very real problem (see Embassy’s 171, January 13 [30], 
noon) the only apparent solution for this problem is airplane importa- 
tion of motor gasoline and some equipment so that available trucks 
can operate to fullest practicable extent. 

At present military supplies quite reasonably have priority of 
import space. Some alleviation of internal transport difficulties may 
come from efforts by new Communications Minister for better coordi- 
nation of transport. 

Gauss 

| 811.20 Defense (M)/12314: ‘Telegram — 

The Ambassador in China (Gauss) to the Secretary of State 

Cuunexine, March 3, 1948—10 a. m. 
| | [Received 11:06 a. m.] 

306. Reference Department’s 79, January 15 [16],1 p.m. Total 
priority cargo listed 1,170 tons per month including 300 tons of tin 
for Russia and 200 tons for Metals Reserve. United States Army Air 
Command has notified the National Resources Commission that the 
Yangkai air field, which was opened on February 14 with a daily 
loading capacity of 200 tons, would have a daily loading capacity 

‘Tseng Yang-fu. | 
* Wong Wen-hao.
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of 400 tons beginning March 1 while Kunming field would continue 
operations at previous levels. 

The National Resources Commission has, at the Embassy’s sugges- 
tion, now obtained an order from the Ministry of Communications 
granting its shipments of strategic materials priority in internal 

: transport over all other goods except military supplies. Commission 
now hopes to obtain use of a few hundred private trucks now operat- 
ing over Kwangsi, Kweichow and Yunnan highways but anticipate 
delays and difficulties. National Resources Commission does not ex- 
pect to be able to do more than double its present rate of delivery 
of 1,000 tons per month, leaving a possible 11,000 tons per month 
unoccupied except in so far as filler cargo in the form of tea and wood 
oil can be provided at Kunming. The Russians are willing to accept 
ordinary grade Yunnan tin without further refining and large supplies 
of such tin are already available at Kunming. Tin of a grade 
acceptable by Metals Reserve is only available at Kunming in rela- 
tively small quantities. As a temporary measure it is recommended 
that the 300 tons per month limit on tin for Russia be removed and 
permission given to use Yunnan grade tin for Russia as filler cargo. 

Internal transport problem reported in my 171, January 30, noon, 
still blocking delivery at Yangkai of 7,000 tons of wolfram, 3,000 
tons of antimony and 6,000 tons of high grade tin now concentrated 
at Kweilin, Liuchow and Chinchengkiang in northern Kwangsi (all — 
within easy reach of Liuchow air field if air transport from that 
point later becomes available). 

As soon as estimates can be obtained of the probable extent of 
increased deliveries at Yangkai, the Department will be informed. 

| Gauss 

811.20 Defense (M)/12314: Telegram 

The Secretary of State to the Ambassador in China (Gauss) 

Wasuineton, March 27, 1948—9 p. m. 

410. Your No. 306 of March 3, 10 a. m. Department’s No. 79 of 
January 16, 1 p.m. War Production Board is adjusting priority 
schedule to 1,500,000 pounds tin for U. S. S. R. at an A-2 priority 

| instead of the 600,000 indicated in the Department’s January 16th. 
There is furthermore no objection to shipments of Russian owned tin 
in excess of the new quota should additional quantities become avail- 
able. The A~2 priority applies to Russian owned tin o& all grades. 

The present quota for Metals Reserve tin 400,000 pounds per month 
at an A-3 rating still stands; but this is not a restrictive quota if 
more plane space is available and more MRC tin is made available. 

Please inform Kunming. 
Hout.



STRATEGIC MATERIALS 651 

811.20 Defense (M) /13271: Telegram 

The Chargé in China (Atcheson) to the Secretary of State 

CuunckKING, May 25, 1948—4 p. m. 
| [Received May 26—12:10 p. m.] 

779. For McCamy ® and Rosenthal,?7 BEW, from Fowler:* China 

Transport Company, a subsidiary of Ministry of Communications, 

has informed me they can transport 2 to 3,000 tons wolfram 

monthly from Chinchengchiang to Kutsing if given return cargo on 
~ eastbound trip by Army, but request we pay them direct CN dollars 

15,500 per ton, equal at fixed exchange to U. S. dollars 775, but if not 
given eastbound cargo cost would be 50% more and these charges sub- 
ject to change each month dependent on their cost for fuel, labor 
and repairs. They say they will not transport for National Resources 
Commission because they are not paid, that NRC unpaid account to 
them is CN dollars 6 million. 

Embassy cabled State Department May 8° after consultation with 
Minister of Economics recommending increase transportation and pro- 

duction charges; assume you have copy. 
I consider this a matter to be settled between Chinese Government 

departments and have so informed CTC. Also that paying additional 
U.S. dollars 775 per ton makes cost to us exorbitant and furthermore 
it is entering wedge for continual requests for increased charges and 
I believe Chinese request was made as result of increase granted on 
tea and bristles; further any amount paid in U.S. dollars is not help- 

ing their currency problem. 
I have suggested to CTC that if it costs them CN dollars 15 million 

monthly for fuel from a semi Government agency to transport above 
tonnage they arrange for CN dollars to be paid direct to them by Min- 
istry of Finance as subsidy if necessary. Minister of Economics stated 
that while Ministry of Finance had repeatedly refused to advance 
enough CN to meet requirements, they have advanced some extra 
currency. | 

Expect discuss with NRC officials along same line. Do you agree? 
Also would like comments on prices Chinese and other wolfram to 

guide me in conversation here. 
_ Please [send?] copy to Currie. [Fowler. | 

ATCHESON 

‘James L. McCamy, assistant to the Executive Director, Board of Economic 
Warfare. 

"Morris Rosenthal, Assistant Director, Board of Economic Warfare. 
®* Walter W. Fowler, Special Representative of BEW in China. 
° Telegram No. 670, May 8, 11 a. m., not printed. 
2% Lauchlin Currie, Administrative Assistant to President Roosevelt. 

332545—57-———42
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811.20 Defense (M) /13088 : Telegram 

The Secretary of State to the Chargé in China (Atcheson) 

WasuinetTon, May 27, 1943—10 p. m. 

683. Your No. 670, May 8, 11 a. m. and 677, May 10, noon” BEW _ 
| much appreciates complete information presented which will make 

possible better coordination of the various procurement programs in 
China. 

Board appreciates decision China National Tea Company to waive 
claim for 600 tons West bound cargo space per month per China Trans- 
port Corporation and wishes to accept this offer with many thanks. 
Board understands wish that no West bound space should be wasted 
and perceives no objection to shipment green tea to fill space other- 
wise empty. It may be, however, that a minimum quantity of green 
tea for North Africa will be given a definite priority along with 
tungsten after the quantities of tungsten urgently required have 
moved. This subject is now under consideration here and we will 
advise you of any decision that is reached. 

With reference to tungsten, it may be stated that the average cost 
Chinese wolfram delivered comes to about $27 per unit as against only 
$24 per unit for South American wolfram delivered. Furthermore, 
your comparison with 1937 price wolfram is not valid inasmuch as 
price mentioned by you for 1937 wasc.i. f. U.S. A. duty paid, whereas 
present price is f. o. b. Kunming. | 

Please consult Army authorities in China and advise whether they 
can make available the 2,000 tons Eastbound cargo required by CTC. 
Board is willing to consider increase in the total compensation for 

| wolfram deliveries at Kunming, probably through a bonus for trans- 
port charges which would depend upon the quantity ore delivered 
each month. It is also assumed that the more Eastbound cargo made 
available by the Army the less the Board would have to pay for 
increased tungsten shipments. It is assumed we may continue to 
rely upon deliveries 600 tons monthly at the present price, no matter 
whether any considerable amount Eastbound cargo materializes. 
Board would greatly appreciate receiving your estimate of the addi- 
tional quantities of ore that would be delivered at Kunming and the 
months in which these deliveries could be expected as follows: if a 
bonus of 20 cents per pound were paid; if a bonus of 35 cents per __ 
pound were paid; or if 50 cents a pound were paid. Board desires 
to maintain base price $22.60 per unit which is f. o. b. price South 
American ports. After receipt of your reply, the Board will probably 

_ arrange to change base point for deliveries from Kunming to a place 
nearer the mines. Acceptance of actual deliveries at Kunming would, 

“Neither printed.
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of course, be continued and the base point would be arbitrarily used 

for calculation purposes only. , 

If you perceive no objection, Board suggests that you ask the Chi- 

nese Government to enforce priorities on inland transport of cargo 

purchased in accordance with our wishes. This should be irrespective 

of various negotiations made for different commodities at varying 

rates for transport. It seems to the Board that, before consideration 

is given to any bonus for tungsten transportation, an agreement should 

probably be had from the Chinese Government with respect to such 
priority policy. | Huu 

811.20 Defense (M) /13478a : Telegram 

The Secretary of State to the Chargé in China (Atcheson) 

WASHINGTON, June 14, 1943—3 p. m. 

752. For Fowler from Rosenthal. Department’s No. 683, May 27, 
10 p. m. crossed your No. 779 of May 25, 4 p. m. but answered it in 
part. Board is of the opinion that the figures given you on competitive 
prices wolfram from other producing areas are what you need to 
support your views regarding advance in transportation charges which 
the Chinese request in order to increase wolfram deliveries. Board 
is pleased that there is reason to believe that it may be feasible to 
renegotiate all inland transport deals previously made on various 
commodities. We intend hereafter to give you entire responsibility | 

for all inland transport negotiations. 
| Commodities which we wish moved on a priority basis are wolfram, 

tin for India and Russia, mercury for Russia, bristles, silk for Great 
Britain, and tung oil. Green tea is to be shipped as filler cargo only 
both for trucks and planes. 

1. Wolfram—Our view is that an increase of mine production will 
be difficult but that we should make every effort within the next few 
months to move 7,000 tons referred to in the Embassy’s No. 670 of 
May 8, 11 a. m.*? Since question of increasing production wolfram | 
is not of primary importance at this juncture, we intend to await 

advices from Morris * in this regard. | 

9. Tin—As tin originates near airports, inland transport problem 
does not materially concern this material. However, we understand 
that considerable amounts black tea are going overland by truck to 
Russia and we wonder whether part of such truck capacity could not 
with advantage be devoted to direct shipments tin to Russia. Please 

comment. 

* Not printed. 
% J. Marshall Morris, metals and minerals representative of the Office of 

Heonomic Warfare, en route to China.
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3. Bristles—It is obvious that the high rate for transport bristles has 
made unfortunate precedent and it is hoped you can renegotiate to 
reduce this cost. However, it is of first importance to move bristles 
purchased to the airfields and we have already asked you if it is pos- 
sible to fly bristles from the Luchow airports. 

4. British Silk—We are not acquainted with financing this item, 
but believe you should consider it jointly with the other articles 
mentioned. 

5. Tung oil—Rate of $1340 per ton for inland transport wholly 
nullifies any chance of business at present; for it is not possible to 
consider tung oil at more than $600 per ton delivered in India. Al- 
though important this commodity is not in the same class as materials 
listed above. 

6. Antimony—lIt appears likely that India’s future requirements 
can be found in that country. No air priority has yet been arranged. 
See Department’s No. 670, May 26, 7 p. m.™4 

7. Mercury—No special question arises as the quantity is only 80,000 
pounds per month. 

8. Green Tea—Consensus of opinion is as follows: Although still 
desirable to ship substantial amounts to North Africa, importance of 
these shipments to the general program has decreased in view of recent 
developments in North Africa. Therefore we wish green tea treated 
as filler cargo only although we do not wish to prohibit its movement. 

It seems to us desirable that the question of placing inland trans- 
port costs upon a reverse Lend-Lease basis, together with the question 
of the abnormal exchange situation, might be raised at an appropriate 
time with the Chinese Government. However, no such action should 
be taken without instructions from Washington. For your informa- 
tion the Department on May 15th handed to Dr. T. V. Soong * a draft 
of a reverse Lend-Lease Agreement.* We will explore the desirability 
of suggesting to the Chinese Government, if this agreement is entered 
into, the placing thereunder of inland transport costs of foregoing 
and other commodities that may be purchased from time to time. 
Should, however, the Chinese on their own part bring up with you 
the matter of reverse Lend-Lease, please report any suggestions made. 

It is obvious from observations made in the foregoing paragraphs 
that, unless prices of the various materials originating in China and 
delivered at Indian ports can be considerably reduced, the Board will 
find it in its interests to promote production of these materials in 
other countries where prices are considerably lower. From our stand- 
point we are offering very high prices in U. S. dollars for all materials 

* Not printed. 
* Chinese Minister for Foreign Affairs. . 
* Ante, p. 588.
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procured from China and we also sustain heavy cost of air freight out 

of China. Financial arrangements between the various Chinese Gov- 

ernment Departments do not of course concern us, but we believe that 

the Minister of Finance” should be in a position to make such finan- 

cial arrangements within China as to effect maximum flow materials 

required by war industry here. American supplies now arriving in 

China from the United States are delivered free of charge both as to 

sea and air transport, which fact is representative of our approach to 

such matters. Corresponding action on the part of China in the 

matter of inland transport charges would accordingly be quite justi- 

fied. However, it would be preferable to reserve this argument for 

possible use in support of a reverse Lend-Lease arrangement as above 
described. | 

We feel that the Chinese Government will take broad view of this 
situation and that it should be possible for you at this time to increase 
flow of wolfram while at the same time you negotiate lower trucking 
rates on bristles and possibly on green tea. You might find it pos- 
sible to obtain Army cooperation to increase flow of wolfram perhaps 
through charter by them of trucks and other facilities. 
We consider that in connection with movement wolfram, time 1s an 

important factor. A very awkward situation would be created if 
wolfram supplies should fail to arrive promptly and if as a result of 
Japanese military activities shipments were subsequently interrupted. 

As requested by you negotiations are now in course to obtain services 

of a truck maintenance man and a truck operator. [Rosenthal.] 
| Hout 

108.917/2123 : Telegram 

The Chargé in China (Atcheson) to the Secretary of State 

CHUNGKING, June 16, 1943—11 a. m. 
[Received June 17—4: 08 p. m.] 

941, At the request of BEW representative Fowler instructions 
were sent to the Consulate General at Kunming on June 11 to turn 
over to BEW representative Polin * all work being done on behalf of 
the BEW Defense Supplies, Metals Reserve or the United States 

Commercial Company. 
Mr. Carey, the temporary employee engaged by the Embassy on 

behalf of Metals Reserve to supervise the sampling of wolfram ore 
and the weighing of tin, has been informed that he will hereafter 
receive his orders through Mr. Polin. _ 

“H. H. Kung. : 
* Max S. Polin. |



656 FOREIGN RELATIONS, 1943, CHINA 

The Embassy has commended the Consulate General on the capable 
manner in which it performed its temporary functions with regard to 
the procurement and transshipment of strategic material. 

| ATCHESON 

811.20 Defense (M) /14088a : Telegram 

The Secretary of State to the Chargé in China (Atcheson) 

WasuHineton, August 4, 1943—10 p. m. 

1033. WPB * wishes following information. Should we continue 
to give priority to Russian owned mercury and tin on American planes _ 
and if so what is best estimate as to amounts available monthly. Mer- 
cury now has A-1 priority and present schedule 80,000 pounds 
monthly: tin has A-2 with monthly schedule 1,500,000 pounds. 

Hoi 

811.20 Defense (M) /14170: Telegram 

| The Chargé in China (Atcheson) to the Secretary of State 

| Cuunexine, August 17, 1943—2 p. m. 
| [Received 11 p. m.] 

1494. Reference your letter July 13.% Iam convinced that we can- 
not expect official rate of exchange to be changed to cover purchase 
strategic materials or in land transportation charges inasmuch as on 
August 14, after an hour’s frank and friendly conversation with Min- 
ister of Finance, during which he read above letter, he stated that if 
the official rate should be changed to 40 to 1 he was certain costs and 
prices would immediately double. 

I am convinced that the only way to avoid payment for strategic 
_ materials at increasingly higher prices is to decide definitely that U.S. 

dollar costs cannot be increased to keep pace with the inflationary 
Chinese dollar, to inform the Chinese officially to this effect, in future 
to buy at an air field delivery price in U.S. dollars, and to urge that 
the Minister of Finance provide a subsidy to Chinese Government . 
agencies handling commodities if required by them to cover increased 
costs because of Chinese dollar inflation. The above conviction is 

_ based on Washington’s official attitude that these costs will not be 
covered under a reciprocal Lend-Lease agreement * if and when made. 
In all my conversations with Chinese officials during the past three 

* War Production Board. 
7° Not found in Department files. 
21 For correspondence on this subject, see pp. 515 ff.
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months I have urged that the foregoing be done and will continue to do 
so but if objective is to be obtained pressure from your end must also 
be applied. | 

If the suggestion had been followed that we make a supplemental 
contract with NRC to pay a transportation bonus of from 35 cents to 
70 cents per pound, as contained in Embassy’s telegram No. 670 of 
May 8,” and which would have been payable at 20 to 1, we would have 
been expected to increase that bonus just as we are now being asked to 
do for bristles so as to meet increased inflationary costs. That sug- 
gestion was opposed by us, but, as I have already reported to you, 

tungsten kept moving, probably under a subsidy. 
In order to meet deficits caused by inflationary increases in costs 

and transportation charges, the Minister of Finance on August 14, 
so I am reliably informed, allotted a further sum of CN 120,000,000 
as a subsidy for the Ministry of Economics and NRC. 

So as to pay for upkeep of highways at inflationary wages, there 
is included in the truck freight rate of CN 35.70 per ton kilometer a 
highway tax of CN 12. The American Army is paying all these 
charges for its eastbound tonnage, which it states will increase monthly _ 
to from 2 to 3000 tons, at a rate of 20 to 1. Therefore we are in effect 
paying inflationary costs and China is not making any contribution 
toward supplying for the war effort these badly needed materials to 
the United Nations or war supplies to her own front lines. 

Fooshing 7** cannot lose if we pay them one United States dollar per 
each on 20 of their increasing inflationary cost of materials and trans- 
port charges; they have a certain sum to operate on and are not ex- 
pected to lose money nor make money. In respect to transport charges 
this was agreed to, thus making it more difficult, under the terms of 
that agreement, to urge a subsidy for cargo covered therein. On 
August 16 we conferred with Fooshing and showed them a copy of 
your July 18 letter which they had not yet received. They promised 
to recheck cost and for this year’s cargo to quote lower if possible. 
They also promised, in regard to transport costs, to confer with Gov- 
ernment officials although they were not optimistic of accomplishing 
much if anything. They are powerless themselves to do anything 
although they agree reasonableness our viewpoint. 

Inform Currie. 
OEW’s * 35 for Rosenthal, Goldberg from Fowler. 

ATCHESON 

* Not printed. 
** Foo Shing Trading Corporation. 
* Office of Economie Warfare, successor to Board of Economic Warfare.
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811.20 Defense (M) /14225 : Telegram 

he Chargé in China (Aticheson) to the Secretary of State 

Cuunexine, August 20, 1948—11 a. m. 
[Received 4:39 p. m.] 

1520. Embassy’s 1194 [7494], August 17, (OEW’s 35). Mr. Fowler 
has asked us to express an opinion in this matter. 

We do not favor the bringing of pressure upon the Ministry of 
Finance to provide subsidies to Government agencies which handle the 
commodities and we concur in the view of OEW (Department’s 752, 

June 14) that we should not be concerned with the Chinese Govern- 
ment’s interdepartmental financial arrangements. 

We also concur in the view of OEW, as we understand it, that en- 
deavor should be made to arrange for purchase of strategic materials 
at fixed prices in United States dollars independent of Chinese ex- 
change fluctuations for delivery at specified air fields. As presumably 
the Chinese Government does not profit from our loss in exchange 
under the present arrangement we believe that it is correct to say 
that no actual financial loss to the Chinese Government would be in- 
volved if it accepted payment in United States dollars credited to its 
account in the United States. 

The entire problem seems to resolve itself into the question of how 
badly we need the materials or need to keep them from the enemy, 
and consequently the question of how much we are willing to pay for 
them. If as indicated in Department’s 1092, August 12,24 we are in 
position to set a limit upon what we consider desirable to pay in terms 
of U.S. dollars, and if we inform the Chinese that we will not pay 
more it is not unlikely that direct pressure upon the Chinese Gov- 
ernment would not be required to cause the Chinese Government to 
make more or less suitable interdepartmental financial arrangements 
to ensure the procurement transportation, et cetera of the materials. 
The Chinese Government would probably feel that cessation of the 
purchases would involve so much loss of face on its part (that is, 
China might appear to the world as having failed to do its share in 
connection with one aspect of the war effort in which China is capable 
of doing its share) that the Chinese Government would feel it neces- 

_ sary to take steps to avoid such ill appearance. 

A'TCHESON 

“Not printed.
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811.20 Defense (M) /14301: Telegram 

The Acting Secretary of State to the Chargé in China (Atcheson) 

Wasurneton, August 23, 1943-—midnight. 

1178. For Fowler from Rosenthal, OEW. The following informa- 
tion in regard to tungsten is requested by OEW. 

1. Amounts of tungsten being smuggled into Japan from China. 
2. In crossing borders what method is used. 
8. Regarding quantities going to Japan, would preemptive pur- 

chasing reduce this, or if we competed with enemy in offering higher 
prices, would enemy continue to obtain needed quantities as a result of 
increased production. 

4. What prices are Japanese and NRC paying for metal. 
5. Are consumers’ goods or cash being used as payment. 
6. Due to shipping points is there existence of any differentials. 
7. Regarding Japanese stockpile position and current requirements, 

please cable any information Embassy may have. 
The same information with respect to antimony is also requested. 

{ Rosenthal. } 
BERLE 

811.20 Defense (M) /14316: Telegram 

The Chargé in China (Atcheson) to the Secretary of State 

Cuounexine, August 28, 1943—3 p. m. 
| [Received 8 p.m.]  - 

1585. To Rosenthal, OE W, from Fowler: Department’s 1178, Au- 
_ gust 23. Smuggling situation being currently investigated by us. 
Morris now quietly conducting investigation. I will forward complete 
details on both antimony and tungsten as soon as he reports. Although 
Chinese insist smuggled tungsten does not exceed 2 to 300 tons a year, 
that much larger amounts are handled is indicated by other sources 
of information. [Fowler. ] 

ATCHESON 

$11.20 Defense (M) /14565d : Telegram 

| The Secretary of State to the Chargé in China (Atcheson) 

WASHINGTON, September 13, 19438—11 p. m. 

1280. The Department has been informed by Lauchlin Currie, 
Executive Officer of the Office of Economic Warfare, of the possibility
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that favorable consideration might be given by General Stilwell * to 
using Suifu as an airline terminal as well as Kunming. The present 
strong interest on the part of the United States in the supply of tung 
oil, feathers and hog bristles should be pointed out in this connection. 
It is feared that these commodities cannot be moved to Kunming in 

: substantial volume by truck but information available here indicates 
that Suifu would be more accessible. 

Please discuss the foregoing with Fowler. It is hoped that, if pos- 

sible, General Stilwell may be consulted directly on this matter. 
Hui 

811.20 Defense (M):/14713 : Telegram | 

The Ambassador in China (Gauss) to the Secretary of State 

| CHUNGEING, September 25, 1943—3 p. m. 
[Received 11: 59 p. m.] 

1805. Department’s 1280 September 13, and Embassy’s 1763 Sep- 
tember 20 and 1795 September 24.7% This matter has been discussed 
with Stilwell and Fowler. As indicated by Fowler’s message in our 

1763, Stilwell has assented to using Suifu as an airline terminal and 
has approved assignment of five planes daily on the Assam—Suifu 

| service. It is understood that Stilwell’s headquarters is discussing 
details with CNAC and expects that arrangements will be concluded 
soon. Service is expected to result in movement of 10 tons daily from 
Szechuan area or, assuming some unfavorable weather conditions, at 
least 200 tons monthly and it is to be stipulated that strategic materials 

| including bristles and tung oil must have outgoing priority and that 
incoming cargoes are to be limited to war materials including bank 
notes. Feathers are not obtained in area tributary to Suifu. Pro- - 
posed service will not require refueling of planes in China. 

GAUSS 

Gen. Joseph W. Stilwell, Commanding General, United States Army Forces 
in China, Burma, and India. 

** Nos. 1763 and 1795 not printed.



SUPPORT BY THE DEPARTMENT OF STATE OF CHINESE 
REQUESTS FOR PLANES FOR INTERNAL TRANSPORT 
IN CHINA? | | 

893.24/1490 : Telegram 

The Ambassador in China (Gauss) to the Secretary of State 

CHUNGKING, January 16, 1943—10 a. m. 
[Received January 16—9: 22 a. m.] 

82. Bond of China National Aviation Corporation is urgently re- 
questing consignment of five passenger transport planes for use in 

maintaining communications with northwest China and between 
China and India. | 

Corporation now has only three passenger planes with which it 
endeavors, with highly commendable efficiency, to maintain three 
flights a week between Chungking and Calcutta via Kunming, bi- 
weekly flights to Lanchow. Flights every week or so to Kweilin. 
Bond is convinced, and states that the Minister of Communications 
supports his claim, that additional planes are required to permit a 

- minimum of essential official travel which the situation in China now 
demands. With additional planes requested he would increase the | 
frequency of service to Kunming and Calcutta, would establish a 
weekly service to Lanchow and Tihua and would have more frequent 
flights to Chengtu and Kweilin and possibly other centers in Free 
China. He is also looking into the future when, as Japanese forces 
are pushed eastward from Central China, it will be necessary to es- 
tablish air transport to newly recovered centers. 
We believe that Bond’s request is deserving of early and favorable 

action. There is no doubt that present passenger transport facilities 
are most inadequate to serve the essential needs in China; furthermore 
an extension of air transport service would go far towards fostering 
a greater degree of political unity in the country. A service to Tihua, 
for instance, would no doubt contribute materially towards the Gen- 
eralissimo’s? plan to draw Sinkiang, and the Northwest as a whole, 
closer to the Central authority. If it is not practicable to supply 
the five planes which Bond is requesting we urge that favorable con- 

7+ Continued from Foreign Relations, 1942, China, pp. 673-679. 
* Chiang Kai-shek, President of the Chinese Executive Yuan (Premier). 
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sideration be given to supplying C.N.A.C. with an additional] mini- 
mum three planes absolutely essential to meet present needs. 

Gauss 

893.24/1490 : Telegram 

The Secretary of State to the Ambassador in China (Gauss) 

; WASHINGTON, January 23, 1943—7 p. m. 

123. Your 82, January 16,10 a.m. The Department has referred 
this matter to the War Department with the request that every effort 
be made to supply at least the minimum needs of C.N.A.C. 

Hub. 

893.24/1540: Telegram 

The Ambassador in China (Gauss) to the Secretary of State 

CuuncxKING, February 26, 1948—9 a. m. 
| [Received 9:45 a. m.] 

282. Reference my 82, January 16,10 a.m. The C.N.A.C. has lost 
the use of one of its three passenger planes as a result of a forced 
landing in the Yangtze River recently. Service to Calcutta is reduced 
to two flights a week and internal service is proportionately cur- 
tailed. Another of the planes is temporarily out of commission await- 
ing replacement of worn out motors. 

We re-emphasize the considerations put forward in our reference 
| telegram and urge that prompt action be taken to supply planes 

to C.N.A.C. 

(FAUSS 

893.796/320 : Telegram 

| Memorandum by the Adviser on Political Relations (Hornbeck) to 
the Assistant Secretary of State (Berle) 

[Wasuincton,| February 27, 1943. 

Mr. Berrie: Reference Chungking’s 282, February 26, 9 a. m. 
(copy attached °). 
Now is the time, I think, to throw our weight as heavily as possible 

behind the effort of the Chinese National Aviation Corporation and 
the Chinese Government to obtain additional transport planes for 
C.N.A.C. 

According to the most recent U.S. official information that has come 
to my attention, the proposed allocation of five additional transport 

* Supra. |
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planes [it is my understanding that thirty had been applied for] * 
was recently turned down. 

In the course of a conversation with Dr. T. V. Soong + day before 
yesterday, I asked Soong regarding the accuracy of reports that 
C.N.A.C. was going to be absorbed by the U.S. Army into the USS. 
armed forces in China. Soong replied very definitely that C.N.A.C. 
was not going to be thus absorbed; he mentioned and emphasized the 
fact that C.N.A.C. is a Chinese organization. [The Chinese Govern- 
ment owns 55 (or 51) percent of the stock and American interests 
(Pan American A.A.) owns 45 (or 49) percent.] °* I then inquired 
about the question of the five additional planes. Dr. Soong replied 
that he understood that four were going to be granted. He men- 
tioned that more had been asked for. 

C.N.A.C., operating under direction of American administrative 
| personnel, has a superb record in China. You are familiar with parts 

of that record. Incidentally, C.N.A.C. pioneered in demonstration 
of the practicability of flying freight between Assam and China. 
There are indications that the U.S. Army has tried hard to absorb 
C.N.A.C. In my presence, yesterday, statement was made by a high 
officer of the U.S. Army Ferry Command that the Army had taken, ~ 
in China, three of C.N.A.C.’s planes. It has been authoritatively 
reported that General Stilwell ** opposes giving C.N.A.C. more planes. 
It may or may not be that the Army, finding itself unable to absorb 
C.N.A.C. by processes of agreement, is seeking to starve C.N.A.C. 
out of existence. 

However that may be, and whatever lies behind and under the ap- 
parent rejection hitherto of proposals for giving C.N.A.C. addi- 
tional planes, C.N.A.C. should, in my opinion, be kept alive and be 
given additional planes, not only four planes but a good many more 
than four planes: this, for political reasons, for economic reasons and 
even for military reasons. Man for man and plane for plane, I 
would wager that C.N.A.C. will continuously equal or top the best 
work of the Army (which is rapidly improving) in carrying freight 
between Assam and China. Moreover, the Chinese should have some 
air service at their own command, independently of the U.S. Army 
and without the necessity of applying to the Army every time they 

| want to send a pound of freight or a passenger. And, there being 
only one channel of communication between this country and China, 
the Army ought not have a complete monopoly of that channel: it is 
good for the Army and for all concerned for the Army to have some 
competition. | 

| | | _ S[rantey] K. H[ornsecx | 

** Brackets appear in the original. | 
* Chinese Minister for Foreign Affairs. | 

| “Gen. Joseph W. Stilwell, Commanding General, United States Army Forces in 
China, Burma, and India.
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893.24/1490 : Telegram 

The Acting Secretary of State to the Chairman of the Munitions 
Assignments Board (Hopkins) 

WasuHineton, March 2, 1943. 

My Dear Mr. Horxins: Reference is made to the action taken by 
the Munitions Assignment Board on February 3, 1943 disapproving 
the request made by China Defense Supplies, Incorporated, to assign 
five C-47 airplanes to China for the use of the China National Avia- 
tion Corporation. 

_ Since then a number of significant developments have taken place 
among which may be mentioned the following: | 

In the official communiqué issued at Casablanca ® relating to the 
conference there of the President and Mr. Churchill,® it is stated 
that the President and Mr. Churchill had been in communication 
with Generalissimo Chiang Kai-shek and that they had apprized 
him of the measures which they were undertaking to assist him in 

China’s magnificent and unrelaxing struggle for the common cause. 
| / Accounts in the press relating to the Casablanca conference empha- 

sized inter alia that it had been decided to render all possible aid to 
. China. 

On February 9 and 10 General Henry H. Arnold,’ in company with 
General Sir John Dill,’ conferred with Generalissimo Chiang Kai- 
shek at Chungking concerning plans for offensive operations against 
Japan. | 

On February 12 in his address to the White House Correspond- 
ents’ Association,® President Roosevelt, in referring to the Pacific 
theater of war, stated that “Great and decisive actions against the 
Japanese will be taken to drive the invader from the soil of China. 

xp Important actions will be taken in the skies over China—and over 
a _ Japan itself. The discussions at Casablanca have been continued in 

_ | Chungking with the Generalissimo by General Arnold and have re- 
sulted in definite plans for offensive operations.” 

The presence of Madame Chiang Kai-shek in Washington has given 
additional significance and weight to the statements of the President. 

Press accounts of the joint press conference held by the President 
| and Madame Chiang Kai-shek on February 19 reported that the Presi- 

dent stressed the difficulties involved in getting substantial aid to 

China and emphasized his intention to accelerate the sending of such - 
aid. | 

° Department of State Bulletin, January 30, 1948, p. 98. Records of the Casa- 
blanca Conference are scheduled for publication in a subsequent volume of 
Foreign Relations. | 

* Winston Churchill, British Prime Minister. | 
* Commanding General, United States Army Air Force. 
* Head of British Joint Staff Mission in the United States. 
° Excerpts printed in Department of State Bulletin, February 13, 1943, p. 145.
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On February 26 the American Ambassador at Chungking tele- 
graphed that the China National Aviation Corporation had, as the 
result of a forced landing recently in the Yangtze River, lost the use 
of one of its three passenger planes; that due to the necessity of 
awaiting replacement of worn-out motors, one of the China National 
Aviation Corporation planes cannot be operated for the time being; 
and that service within China has had to be curtailed and the service 
from China to Calcutta has had to be reduced to two flights a week. 
The Ambassador urges again the importance of prompt action being 
taken to furnish the China National Aviation Corporation with addi- 
tional planes. 

Copies in paraphrase of the telegram of February 26 and of a tele- 
gram of January 16 from the American Ambassador at Chungking 
are enclosed. The Department forwarded a copy in paraphrase of 
the telegram of January 16 to the Secretary of War under date Janu- 
ary 23 and at the same time expressed its support of the recommenda- 
tion made therein and requested that the matter be brought to the 
attention of the Munitions Assignment Committee. 

This Department is in accord with the views expressed by the Ameri- 
can Ambassador at Chungking. | 

The Department believes that the prompt supplying to the China 
National Aviation Corporation of additional planes would not only 
be in conformity with the situation as described by the American 
Ambassador to China but also with the broad political-military con- 
siderations mentioned in the first part of this letter. The Department 
therefore earnestly hopes that the Munitions Assignment Board may 
give this matter renewed and favorable consideration at an early 
date. | | 

Sincerely yours, _ Avotr A, Brrr, JR. ~ 

893.24/1573 

Memorandum by Mr. Alger Hiss, Assistant to the Adviser on Political 
felations (Hornbeck) 

[WasHineton,] March 17, 1943. 

Mr. Woodard of IN * has informed me that he was present yester- 
day at a meeting of the Munitions Assignments Committee (Air) of 
which Colonel Langmead is chairman, when that Committee consid- 
ered the renewed request of C.N.A.C. for five transport planes to 
be used on internal routes in China. General Mao Mr. Youngman 
and Mr. Mason represented China Defense Supplies at the meeting. 

| * Granville O. Woodard, of the Division of International Communications. 

“ Gen. P. T. Mow, of the Chinese Purchasing Commission, was Deputy Director 
of the Chinese Commission on Aeronautical Affairs and Chief Representative in 
the United States of the Chinese Air Mission.
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According to Mr. Woodard, the Committee felt that it must regard 

itself as bound by the terms of a basic directive in the form of a tele- 

gram (Mr. Woodard thinks dated about June 1942) from General 

Marshall # to General Stilwell in which it is stated that the Muni- 

tions Assignments Board will assign all Lend-Lease material destined 

to China subject to the disposition of General Stilwell. Because of 

the terms of this directive, which the Committee felt it has no authority 

to review, the Committee refused to recommend the immediate alloca- 
tion to C.N.A.C. of five planes and it further refused to recommend 
that five of those planes which under a previous allocation are cur- 
rently being forwarded to C.N.A.C. at the rate of two a month be 
especially earmarked for use in China. (It will be recalled that 

C.N.A.C. was required—according to the C.D.S.% version of the mat- 

ter—to enter into a contract with General Stilwell whereby all planes | 

received by C.N.A.C. under regular Lend-Lease allocations must be 
utilized by C.N.A.C. solely on the Assam—China run under Army 

direction.) 
Mr. Woodard said that according to statements made at the meeting 

a prior Lend-Lease allocation to C.N.A.C. provided for a total of 25 
transport planes to be supplied to C.N.A.C. Of these 25 a total of 
19 are now in operation on the Assam—China run. Under the terms 
of this allocation two additional planes a month are scheduled to be 
sent forward to India for C.N.A.C. The Committee referred to an- 
other standing policy directive which is to replace losses of previously 
allocated planes. Acting under this directive the Committee agreed 
to recommend that the present schedule of two additional planes a 
month for C.N.A.C. be continued throughout 1943 on the theory that 
it was to be presumed that losses would warrant such a decision. 

Mr. Woodard assumed that it was the hope of the Committee that 
under the last mentioned decision it should be possible for the Chinese 
Government or for C.N.A.C. to arrange with General Stilwell for 
the release from the contract of five planes at some time in the course 
of the current year. Mr. Woodard is not informed as to whether 

this decision is regarded by C.D.S. as satisfactory. 

893.7 96/316: Telegram 

The Chargé in China (Vincent) to the Secretary of State | 

CuuncEING, March 17, 1943—noon. 
[Received 5:54 p. m.] 

383. Reorganization of the Eurasia Aviation Corporation into the 
Central Air Transport Corporation has been announced subject to 

™ Gen. George C. Marshall, Chief of Staff, United States Army. 
% China Defense Supplies, Incorporated.
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the approval of the Executive Yuan. New corporation is capitalized 
at 20,000,000 Chinese dollars and will be under the Ministry of Com- 
munications. Following the break in relations between China and 
Germany in July 1941, German interests in Eurasia were frozen and 
operation since then has been entirely in Chinese hands. The corpora- 
tion [is] operating but one old plane, but a press notice expresses the 
expectation that a number of new airplanes will be added so as to make 
possible an extension of service. The present plane operates in interior 
China on irregular schedule out of Chungking south to Kweilin and | 
northwest to Sinkiang. 

VINCENT 

893.24/15604 : 

Memorandum of Conversation, by the Adviser on Political 
Relations (Hornbeck) 

[Wasuineton,| March 25, 1948. 

_ Sir George Sansom ™ called on me this afternoon at his request 
and said that he had come to impart information. Sir George said 
that the Chinese had been asking the British Government to send 
them transport planes—for use in China’s internal transportation. 
The Foreign Office had instructed the Embassy to the effect that 
Great Britain had no transport planes to spare with the exception 
of perhaps a half dozen “old planes”; that the British Government 
was party to a commitment whereby the China theater is an area 
to be supplied by the United States; that General Stilwell did not 
want to have these old planes sent in because he would have to supply 
them with gas and maintenance; and that the British Government 
is informing the Chinese Government that it is not in position to 
meet the Chinese Government’s request. Further, the Foreign Office 
instructed the Embassy to inform us of the above. 

I thanked Sir George for his imparting of this information and I 
asked whether I might inquire just why his Government was bring- 
ing this to this Department’s attention. Sir George replied that he 
would assume, and he would assume that his Government would 
assume, that the matter would be of interest to this Department. I 
then asked whether the commitment to which Sir George had re- 
ferred provided that the furnishing of supplies to China was to be 

_ exclusively a function of the United States. Sir George replied 
that he did not know but that he would infer that such was the 
case. I then asked whether this would mean that Russia also was 
excluded. Sir George replied that he did not know. I then asked 
whether there is any area which is exclusively to be supplied by 

“ British Minister in the United States. 
332545—57——48
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Great Britain. Sir George replied that he did not know but he: 
would assume that there was. Sir George then added that, as he 
understood it, all allocations of war supplies were to be made by a 
Board which sits in Washington. I then asked whether the British 
Government would consider itself bound in the light of that fact 
to refrain from supplying any country with any transport planes 
independently of and without reference to procedures and decisions ~ 
of that Board. Sir George smiled—as each of us had done at earlier 
points in the conversation—and replied that he did not know. I 
then said that I hoped that, in informing the Chinese Government 
that they were unable to comply with the Chinese Government’s 
request for any transport planes, the British Government did not 
say to the Chinese that they were unable to comply with the request | 
because they had promised the United States that they would not 
do such things without permission and the American Government 
or an agent or agents thereof would not give permission. Sir George 
again smiled. This marked the end of the official chapter of this 
conversation. 

. S[Ttantey] K. H[ornpeck] — 

893.248/278 | | 

The Chairman of the Munitions Assignments Board (Hopkins) to the 
Acting Secretary of State 

| Wasuinerton, March 26, 1943. 

My Dear Mr. Brrte: Reference is made to your letter of March 2, 
1943, in which you requested reconsideration by the Munitions Assign- 
ments Board of action of February 3, 1943 in disapproving the request 
made by China for the assignment of an additional five Douglas C-47 
transport airplanes to the China National Aviation Corporation. As 
I understand it, these additional airplanes are desired for service 
between points within China, and are not intended for use on the Air 

| Ferry Route from India to China. | : 
The Chinese requirement for five additional C-47 airplanes has been 

reviewed, and I regret to inform you, that it has been found necessary | 
to adhere to the original decision. There is an acute shortage of this 
type of aircraft in all theaters of operation and the available supply 
must be distributed equitably. Consideration of all the factors 
involved indicates that China has been relatively as well provided for 
as any other theater of operations. oo 
The Munitions Assignments Board assigns two C-47 airplanes each 

month to China for the China National Aviation Corporation. These 
assignments will, by April 1943, achieve the original objective of 25 
airplanes which was set up for that company. Assignment of two



TRANSPORT PLANES FOR CHINA 669 

C-47 airplanes per month from April through June, as now tenta- 
tively planned, will provide one airplane to replace anticipated crash 
losses, and five additional airplanes which should raise the total in the 
hands of the China National Aviation Corporation to about 30 air- 
planes by the end of July 19438. | 
‘Whether the China National Aviation Corporation can use these 

‘airplanes on air routes located entirely within China, is a matter which 
must be determined by other agencies. It is my understanding that 

General Stilwell some months ago reached an agreement with China 
National Aviation Corporation for the operation of all or a portion 
of its airplanes on the Ferry Route between India and China. The 
details of this contract and the restrictions which it may impose upon 
the freedom of action of the China National Aviation Corporation in 
utilizing airplanes on air routes lying entirely within China are 

| unknown to the Munitions Assignments Board. I think we must 
assume that if General Stilwell’s agreement results in undue restric- | 
tions upon the China National Aviation Corporation, the General will 
modify his contract if such action will best serve the common interest. 
Action is now being taken to strengthen the Air Ferry route between 

China and India. From the Casablanca Conference, General Arnold 
proceeded to Kunming where on February 7, 1948, he made certain 
commitments to Generalissimo Chiang Kai-shek involving the pro- 
vision of additional transport airplanes for the Chinese theater. These 
commitments were based upon a full appreciation of the need for air 
transportation in the Chinese theater, as compared with the needs in 
other theaters. General Arnold’s commitments did not, as I under- 
stand it, visualize any transport airplanes for use exclusively within 
the border of China. It was General Arnold’s impression that the 
Generalissimo accepted these commitments as satisfactory. Since 
returning from Kunming, General Arnold has taken further steps to 
increase the tonnage which can be hauled into China by air transporta- 
tion. This is to be accomplished by the prompt dispatch to the Chinese 
theater of a number of our largest two-engined transports, the 
Curtiss C—46. | — | | | 

I regret that it has been necessary to again disapprove the request 
of the Chinese for additional transport airplanes. 

Sincerely yours, Harry L. Hopkins ~ 

893.24/1490 : Telegram 

The Secretary of State to the Chargé in China (Vincent) 

7 Wasuineton, March 30, 19483—midnight. 

499. Reference Embassy’s 82, January 16, 10 a. m., 282, February 
26, 9 a. m. and Department’s 123, January 23, 7 p. m., concern-
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ing five passenger transport planes for China National Aviation 
Corporation. 

1. Every effort has been made both with War Department and 
Munitions Assignments Board to arrange at least for minimum re- 
quirements of CNAC. 

2. Munitions Assignments Board which recently met to give fur- 
ther consideration to this request feels that because all Lend-Lease 
material allocated by the Board to China is subject to the disposition 
of General Stilwell, it cannot recommend the allocation of planes spe- 
cifically for the interior air service desired by CNAC. However, the 
Board has approved the recommendation of the Munitions Assign- 
ments Committee (air) that the present scheduled allotment of two 

| planes a month to CNAC be continued throughout 1948. 
3. Therefore in all probability CNAC will receive planes through- 

out 1943 at the rate of two per month but it appears under existing 
policy directives regarding Lend-Lease supplies that the Munitions 
Assignments Board feels it can only allocate planes to CNAC subject 
to the disposition of General Stilwell. Furthermore, it is reported 
here that under the terms of a contract between CNAC and General 
Stilwell all planes allocated by Lend-Lease must be utilized solely 
on the Assam-China run under Army direction. Is this correct? 

4. Please inform Bond of the foregoing in as much as he may 
wish to discuss this matter with General Stilwell and the Chinese 
authorities with a view to arranging for the release of a few planes 
for use on interior runs. 

5. Please keep the Department informed of developments. 
iS huns 

893.24/1668 | 

Memorandum by Mr. Alger Hiss, Assistant to the Adviser on Political 
Relations (Hornbeck), of a Conversation With Mr. J. Franklin 
Ray, Jr., of the Lend-Lease Administration 

7 -  [Wasurneton,] April 2, 1943. 

Reference is made to Mr. Hornbeck’s memorandum of March 25 
concerning information imparted to him by Sir George Sansom with 
respect to a request by the Chinese to the British Government for 

transport planes. | 
Mr. Ray said that Mr. Hornbeck had recently raised the question as 

to whether there are arrangements by which the British Government 
has agreed that it will not supply military equipment to China with- 
out the consent of the United States Government. |
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Mr. Ray said that he had made inquiry among responsible officials 
of the Munitions Assignments Board and that he had been informed 
that there is an arrangement between the United States and Great 
Britain whereby all Chinese requests made to the British Government 
for military supplies are referred to the Munitions Assignments Board 
accompanied by a statement as to whether the British are in position 
to supply the requested materials and a recommendation by the British 
Government as to the disposition to be made of the request. Under 
this arrangement it is understood that final action on such requests is 
to be taken by the Munitions Assignments Board. 

Mr. Ray went on to say that he had been informed that Mr. Eden * 
brought over with him the request which the Chinese had made for 
transport planes and that this request had been turned down by the 
Munitions Assignments Board with General Marshall’s concurrence. | 

Mr. Ray said that he had been informed that there was no formal 
agreement concerning the above arrangement but that he had been 
assured that the arrangement is in effect and that under it the decision 
of the Munitions Assignments Board is final. In this connection he 
said that he was also informed that under the arrangement the Muni- 
tions Assignments Board may initiate procurement of supplies for 
China in England. In answer to his question as to whether any such 
cases had occurred he was told that his informant did not recall any. 

Mr. Ray said that apparently the information which he had received 
was not regarded as confidential but he said that since he had no re- 
sponsibility in this province but had merely obtained information 
which he believed to be accurate he preferred that the information not 
be attributed to him in any use which the Department might make of 
it. 

Mr. Ray further said that he has been informed by China Defense 
Supplies that the next step which the Chinese plan to take with respect 
to their desire to obtain transport planes from the United States is to 
have Dr. T. V. Soong call upon General Marshall and ask General 
Marshall if he will inform General Stilwell that it is the right and 
privilege of the Chinese Government to use as that Government deems 
best, equipment which is allocated to them by the United States Gov- 
ernment. Mr. Ray said that C. D. S. means to distinguish between 
equipment definitely assigned to Stilwell for operations under his 
direction and equipment which is asked for by the Chinese Govern- 
ment for other uses than the operations being conducted under General 

Stilwell. 

* Anthony Hden, British Secretary of State for Foreign Affairs.
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893.24/1570;: Telegram . 

The Chargé in China (Vincent) to the Secretary of State 

| | Cuunexinea, April 3, 1948—noon. 
| [Received 2:45 p. m.] 

484, Reference Department’s 422, March 30, midnight. 
_ 1. Substance of telegram has been communicated to Bond at Cal- 
cutta. 

2. With regard to query in Department’s paragraph 8, article 1 of 
the contract between CNAC and the American Army SOS” reads 
substantially as follows: oe 

(a) CNAC shall maintain and operate an air transport service be- 
tween Kunming and Dinjan; (6) and Lend-Lease transport planes 
belonging to China and being operated by CNAC will be used “as well 
as all Lend-Lease transports which may in the future be allocated 
by the United States to the Government of China.” The three trans- . 
ports paid for by CNAC are excluded from the agreement. It is 
interesting to note following statement in the preamble to the con- 
tract: “. .. 37 The Government of the United States of America has 
approved of the proposed action and officially communicated its ap- 
proval to the Republic of China . . .” The contract was approved by 

, the Minister of Communications on January 27 and by General Stil- 
well on February 17, the date on which it became legally effective, 
although the provisions of the contract have been in practical effect 
since last autumn. | 

3. Following is the substance of a telegram received here March 28 
from Washington by Soong’s representative and communicated to 
Bond: | | 

Chinese Government accepts Lend-Lease planes in Florida where- 
upon they pass from American to Chinese control, being then handed 
over to CNAC to fly to China. The planes are then under the control 
of the Generalissimo and are not in Stilwell’s jurisdiction. Two 
pranes monthly beginning June and ending December have been al- 

| ocated by Munitions Assignment[s] Board for use in interior of 
, China. As already advised one of these planes is peing sent in ad- 

vance. War Department is not communicating with Stilwell inas- 
much as use of these planes is for Chinese determination. Discussion 
of the matter with Stilwell or War Department not necessary. Does 
Army contract require that all Lend-Lease planes turned over by 
Chinese Government to CNAC at West Palm Beach be used on the 
Assam-Chinarun? There should be no such provision although there 
may be one for the first 25 planes. Advise. Action in the matter 
by Bond should be under the Generalissimo and not under the Ameri- 
can Army. Careful handling is required. 

4. Tam in full sympathy with the objective of obtaining additional 
passenger planes for operation by CNAC in China and to Calcutta 

* Services of Supply. 
Omissions indicated in the original.
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but I do not believe that any scheme which endeavors to ignore Stil- 
well’s wishes is on the long run, or even the short run, advisable. I 
should ‘hope that Bond, who is in Calcutta, can arrange, as suggested 
by Department, with General Stilwell, who is in India, for the release 
of a few of the allocated Lend-Lease planes for use by CNAC in 

China on passenger service. 
| VINCENT 

893.796/321 : Telegram 

The Chargé in China (Vincent) to the Secretary of State 

| Cuunexine, April 27, 1943—11 a. m. | 
| [Received April 27—10: 47 a. m.] 

607. Bond tells me that he has been approached with proposal that 

CNAC make available a number of its pilots to “check out” (training 

given co-pilots until they are familiar with routes and flying and 
landing conditions) new pilots for RAF * planes to be operated out 
of Chungking, Kweilin and Lanchow. He understands that trans- 
port planes will be used and surmises that British plan to make up for 
deficiency of CNAC planes on interior Chinese routes. He has been 
told however that reason behind contemplated RAF operation is 

probably political. 
Bond is leaving in few days for Washington. With reference to 

Department’s 422, March 30, midnight, he says that CNAC has pros- 
pect of receiving a few additional planes for its passenger service. 

| VINCENT 

. 893.796/321 : Telegram 

The Secretary of State to the Chargé in China (Vincent) 

| WasHineTon, May 13, 1943—4 p. m. 

_ 613. Reference Embassy’s telegram no. 607, April 27, 11 a. m., in 
regard to British proposal to operate a number of RAF transport : 
planes out of Chungking, Kweilin and Lanchow. 

1. The Department believes above proposal is the same one made 
by the British in Washington in February of this year, which, accord- 
ing to the British, was based on a request made by the Chinese Em- 
bassy at London to supply a number of transport planes for service in 
China. | 

2, It has now been ascertained that the British Air Ministry and the : 
London Munitions Assignments Board dropped this proposal early 

| in March and that no further action on the Chinese request is con- 

templated by the British. 
| | Hun 

| # Royal Air Force.
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893.796/7-748 

Memorandum by Mr. J. Franklin Ray, Ir., of the Lend-Lease Admin- 
istration to Mr. Alger Hiss, Assistant to the Adviser on Political 
Relations (Hornbeck) | 

WasHINGTON, July 7, 1948. 
You may recall the request made by the Chinese Government in 

February 1943 for five Lend-Lease transport planes to be used for 
maintaining official communications within China and to supplement 
the existing CNAC service from Chungking to Calcutta. This re- 

_ quest was strongly endorsed by the Ambassador and by the Depart- 
ment in a memorandum submitted to the Munitions Assignments 
Committee for Air, to which the request was referred. 

At the time this request was made, there were being delivered to 
China two transport planes per month, but all these planes were being 
assigned to freight operations between Assam, India and the Kunming 
area, under the terms of a contract between CNAC and the United 
States Army. It was apparently because of this limitation on the 
use of the planes then being delivered to China, that the new and 
separate request for five additional planes was submitted by the 
Chinese Government. 

The MAC (Air) rejected this request, but recommended the exten- 
sion of a previous assignment of Lend-Lease transport planes for 
China, which was due to be completed in May 19438, for the balance 
of the year, at the rate of two planes per month. The Munitions As- _ 
signments Board approved this recommendation, and the planes in 
question have been regularly assigned at the indicated rate to date. 
When this last assignment was made, it was not clear whether the . 

planes in question could be applied to fill the need for which the 
specific Chinese request mentioned above had been submitted. You 
may recall that, to try to clear up this question, I called on General 
Burns * and on an Air Force officer of the Munitions Assignments 
Board staff. We were informed that the Munitions Assignments 
Board considered the disposition within a theatre of aircraft assigned 
to that theatre to be beyond the functions of the Board. This problem 
was felt to be entirely within the province of the Commanding Gen- 
eral of the theatre in consultation with the appropriate Allied 
Government. 

This statement left considerable uncertainty in our minds, but it 
was felt at the time by China Defense Supplies that the problem was 
one which could only be worked out within the theatre. I believe there 
was an informal] suggestion that, in view of the Department’s original 

* Maj. Gen. J. H. Burns, Executive Officer of Munitions Assignments Board, 
United States and Great Britain.
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endorsement of the Chinese request for the desired five planes, the 

American Embassy at Chungking might be willing to participate in 
negotiations on the problem between Chinese authorities and the Com- 
manding General’s Headquarters. 

In view of the background, you may be interested in the further de- 
velopments set forth in the attached copy of a memorandum” pre- 
pared by William S. Youngman, Jr., President of China Defense 

Supplies, Inc., for Col. T. S. Timberman, Chief, Asiatic Theatre, Op- 
erations Division, War Department General Staff. 

In discussing the problem with me Col. Timberman spoke rather 
strongly of the War Department’s objections to the expansion of non- 
military air transport service within China as constituting a severe 
drain (for fuel and repair parts) on the limited air space available for 
transport into China. He also questioned the legitimacy of the use 
to which it was felt these planes would be put. He said there had 
been criticism from Chinese sources of General Stilwell for keeping 
at his Headquarters a plane for emergency staff use, while he opposed 
even the replacement of CNAC losses. I gathered that feelings were 
running rather high between the Theatre Command and the Chinese 
authorities concerned in this problem. Dr. T. V. Soong is currently 
away from Washington and Col. Timberman’s orders were apparently 
to deal only directly with him, so the matter will not be pressed further 
until Dr. Soong’s return. 

Youngman’s memorandum, attached hereto is rather weak at sev- | 
eral points, though the solution he suggests, I feel, is a common sense 
one. Needless to say, the action taken by China Defense Supplies, 
purportedly on the authority of the Generalissimo, in assigning the 
plane No. 42-32787 to replace the lost CNAC plane was considered by | 

| Stilwell’s Headquarters and by the War Department as a clear viola- 
tion of the earlier contract between the U.S. Army and CNAC as to 
the use of Lend-Lease planes delivered to China. Youngman’s claim 
that this earlier contractual arrangement, dating from about October 
1, 1942, left Chinese authorities in the United States under the im- 
pression that the Generalissimo had the right to decide into what war 
service the Lend-Lease planes being delivered to China should go, is 
highly questionable, from my personal familiarity with the nego- 
tiations leading to the contract in question. I had several discussions 
on the subject with Mr. Bond of CNAC, and with Lt. Col. McHugh 
of the Embassy, both of whom felt that the contract being negotiated 
by General Clayton Bissell was so severe as to promise future trouble. 

On the other hand, the plea that this contract, or the later one ap- 
parently signed February 17, 1943, was an ultra vires act on the part 
of CNAC is, in my humble opinion, disingenuous. I strongly believe 

* Not printed.
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that the Chinese authorities in Chungking knew what they were doing 
and are now simply trying to back out of a bad bargain they should 
never have made. 

Incidentally, I have been informally advised by both the War De- 
partment and China Defense Supplies that General Arnold recently 
ordered out to China five other transport planes to be turned over to 
the Chinese Air Force. I do not have written confirmation of this as 
yet, but I am assured that the planes have been dispatched from this 
country. This extra assignment is entirely separate from the CNAC 
operations under the contract with the U.S. Army and from CNAC’s 
regular services into and within China. But these five planes ob- 
viously constitute another drain on the aviation gasoline and mainte- 
nance parts which must be flown in over the hump, and lend some 
point to the War Department’s objections to the expansion of the 
CNAC fleet. 

I should be glad to discuss this problem with you further when 
you have had an opportunity to think it over. My own first thought 
on the matter is that little can be done from this end and that a real 
meeting of the minds out in Chungking is highly desirable to elim- 
inate this source of friction between the Chinese and our military 
authorities. | 

893.796 /827 : Telegram | 

The Chargé in China (Atcheson) to the Secretary of State 

| Cuunexine, August 9, 1943—1 p. m. 
[Received 5:48 p.m.] 

1410. 1. We are informed on good authority that developments in| 
connection with CN AC’s endeavors to obtain 5 transport planes for in- 
terior communication have recently occurred as follows: | 

(a) On June 18 General Mow telegraphed from Washington to 
| Aviation Commission here that 5 specified planes for interior commu- 

nication had been allocated by U.S. Army and that these planes 
were to be “first assigned to this commission”; Aviation Commission 
July 7 notified CNAC in regard to this telegram. 

(6) American Army authorities in India notified CNAC July 15 
| that telegram had been received from the Commanding General Air 

Transport Command, Washington on July 12 enumerating 5 planes 
for CNAC delivered in India bearing the same serial numbers as 
those listed in Mow’s telegram to Aviation Commission. 

(c) CNAC [cable to?] Soong July 27 quoted above July 15 mes- 
sage, stated delivery of the planes had been taken by Aviation Com- 
mission and requested Dr. Soong “to advise’. Operations manager 
also telegraphed this info to Commanding General ATC and sug- 
gested latter issue orders that the planes be turned over to CNAC. No 
reply to these messages has been received.
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(d) CNAC received official notice August 2 that the 5 planes were, 
by order of the Gmo,”? to be operated by Aviation Commission. 

2. CNAC now has only these [three?] planes for maintenance ordi- 
nary communication week [with?] India and interior communication 
in unoccupied China. According to informant, CNAC expected that 
the 5 planes allotted for such communications would [be] turned over 
to CNAC to operate, and CNAC’s endeavors to obtain these planes, 
together with its contribution to the war effort and its reputation, 
probably had much to do with the making of the allocation. 

3. Persons conversant with the situation state that Aviation Com- 
mission now operates 2 planes on interior routes but does not have 
enough qualified pilots for 5 more, and that despite gas shortage Com- 
mission is feverishly training pilots for these planes. It is doubtful _ 
whether it can operate them to capacity or to produce the benefit to 
the war effort which could be derived from operation by CNAC, not 
to mention greater risk of loss by accident. 

Also, there is reported possibility of turning over some of new 
planes to Central Aircraft Transport Co., formerly Eurasia, which 
now operates only one old German plane. Latter have long culti- 
vated influential friends by methods assertedly not used by CNAC and 
also have some strength because wholly Chinese while CNAC is Sino- 
foreign. (Former German connection is allegedly entirely ended.) 

_ Apart from fact that CNAC could employ these planes much more 
effectively than CATC in the war effort, there would seem also to have 
arisen the question of the undesirability of having Lend-Lease planes 
used by Chinese interests to compete with established American 
interests. | 

4, Please inform Bond. 
ATCHESON 

893.796/327 : Telegram : 

The Secretary of State to the Ambassador in China (Gauss) 

| | Wasuineton, August 18, 1943—9 p. m. 
1187. Your 1410, August 9,1 p.m. We acquainted Bond with 

development mentioned leading to the recent delivery to the Aviation 
Commission of five transports, but we did not indicate that we or 
the Embassy thought that there was anything amiss in this disposi- 
tion made of the transports. Bond was already aware in general 
of these developments, and also did not appear to think that the 
delivery to the Commission violated in any way CNAC’s rights. So 

™ Generalissimo Chiang Kai-shek.
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far as the Department and Bond have been able to learn, the trans- 
ports are to be used solely for military and official communications 
in the interior. Bond believes that China has sufficient pilots to 
operate the five planes. A detailed report * of our conversation with 
Bond follows by airmail. 

Huby 

893.24/1490 - | 

Memorandum by Mr. William R. Langdon of the Division of Far 
Eastern Affairs 

[Wasuineron, August 20, 1943.] 

Postrion or Cuina Nationa AviaTION CoRPORATION IN CHINESE 
InterNAL Arr TRANSPORT 

Of all the efforts to develop aviation in China, American enter- 
prise has been the most successful. The pioneer and sole represen- 
tative of this enterprise has been the Pan American Airways System, 
since 1930 operating in China as the China National Aviation Cor- 
poration, an organization in which the Chinese Ministry of Com- 
munications owns 55% of the stock and Panair 45%. By its policies, 
its superb management and operations, its tact and its devoted serv- 
ice in the face of danger, war and loss of air routes, CNAC has 
made an outstanding contribution to the Chinese war effort and to 
Sino-American relations. Moreover, the direct service which CNAC 
had rendered to the United States military operations and to United 
States commercial interests in China has been of extraordinary value. 

As a result of the mobilization for war purposes of the American 
aviation industry, CNAC has been unable in the past few years to 
keep up its fleet and at present has only two DC-38 and one Lend- 
Lease C-47 transports with which to operate its services from Kun- 
ming to Calcutta and within unoccupied China. CNAC, in addi- 
tion, has some 30 Lend-Lease transports assigned to it by the United 
States Army, but under the terms of its contract with the Army 
these transports may only be used for freight operations between 
Assam, India, and the Kunming area (“over the hump”), so that 
this service does not facilitate CNAC’s transport operations within 
unoccupied China. 

Commercial aviation in unoccupied China is represented at pres- 
ent by CNAC and the Central Aviation Transport Company (the 
successor of the German Eurasia Company), owned 100% by the 

3 Not printed.
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Chinese Government.* CATC’s fleet consists of one 10-year-old 

Junker 52, and this machine plus the three aforesaid CNAC planes 

now make up China’s entire commercial air fleet for internal com- 

munications and for communications with the outside (India). 

The CNAC-Army contract, mentioned above, signed on February : 

17, 1943, provided that all Lend-Lease air transports belonging to the 

Chinese Government and then allocated to or being operated by the 
carrier (CNAC) as well as “all Lend-Lease transports which may in 
the future be allocated by the United States to the Government of 

~ China” would be operated by the carrier for “over the hump” trans- 

port. Because of this limitation on the use of Lend-Lease planes 
for China, the Chinese Government in February 1948 made a separate 
request that five transports be allocated to it for maintaining ofh- 
cial communications within China and to supplement the existing 

| CNAC service from Chungking to Calcutta. In pursuance of this 

request five planes were recently delivered to the Aeronautical Com- 
mission of the Chinese Government, but, as these machines, according 
to present information, will be used by the Aeronautical Commission 
or by CATC, this allocation will not contribute in any way toward 
promoting or even maintaining an American interest in internal trans- 

port in China. 
CNAC has sought to have released to it for use within China a 

minimum of five transports from among those Lend-Lease trans- 
ports assigned to it for “over the hump” service. On January 28, 
1948, the Department, in a letter to the War Department, expressed 
its support of the recommendation of the American Ambassador at 
Chungking that five such transports be released to CNAC. The 
Department has received information to the effect that, because of the 
anticipated demand for fuel and repair parts on the limited air 
space available for transport into China which this would entail, 
the United States Army authorities in the theaters involved have 
been consistently opposed to any expansion of civilian air services 
within China. 
From the immediate and strictly strategic point of view, the posi- 

tion taken by the Army authorities in India and China with respect 
to the expansion at present of commercial air facilities within China 
has undeniable force. However, there are important reasons for 
taking a long-range view of the situation and finding a means of 1m- 
proving the interior air communications of China through, as far as 

* Technically the Sino-Soviet Aviation Company, owned fifty-fifty by the 
Chinese and Soviet Governments, with its fleet of two DC-3’s, belongs to the 
category of commercial aviation in China. In fact, however, this company’s 
transports only shuttle back and forth between Alma-Ata and Hami, in Russian 
and Chinese Turkestan, respectively, and are not of much service to China 
proper. [Footnote in the original. ]
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possible, the medium of CNAC, which by reason of its technical 
experience, facilities, and organization is best equipped to effect such 
improvement. Among such reasons are the following: 

(1) The American interests in CNAC have pioneered in the China 
field and have established an excellent reputation with the Chinese 
for cooperativeness in administration and effectiveness in operations. 
They have rendered invaluable services to the Chinese Government, 
Chinese persons of importance, and foreigners in China. The position 
which they have established constitutes a political and an economic as- 
set valuable to the United States. It is desirable that this asset be 
conserved. ‘Toward conserving it, there is need that CNAC be offered 

| the means of maintaining and strengthening itself. If this means is 
not provided there is danger that this splendid organization will fade 
out of the picture in China. Were it to fade out, there might fade out 
with it the favorable position for American aviation in China. It is 
desirable, for the post-war interest of the American aviation industry 
as a whole, that that position not be lost. The Chinese are not over- 
looking and will not fail to note the attitude of the American Govern- 
ment toward an American interest which has performed as has the 
American management in this (CNAC) enterprise. 

(2) Service renderable by civil aviation in China is important in 
its bearing on the problem of keeping up the Chinese war effort. Most 
of the small number of planes other than military which are operating 
within China now are employed in transportation of military person- 
nel (Chinese) and for other purposes decided upon by that personnel. 
Such, it is understood, will be primarily the employment of the five 
planes recently delivered to the Aeronautical Commission of the 
Chinese Government. But there is need to facilitate transportation of 
civilian personnel, including some official civilian personnel, not only 
Chinese but also American and other, commercial and industrial per- 
sonnel engaged in activities non-military but of importance in connec- 
tion with the war effort. There is special need for quick transporta- 
tion between Chungking and Kunming, between Kunming and 
K weichow, and between Chungking and Chengtu and points northwest 
of Chengtu. | 

As a result of the progressively weakening economic condition of 
free China, arising from the isolation of the area, and of the breakdown 
of transport within the area to move essential local cargoes to vital 
points, there is developing in China a condition bordering upon a truce 
with enemy-occupied areas and with the Japanese forces on the front 
lines. The United Nations have been casting about to find means of 
arresting this trend and raising the will to fight among the Chinese 
forces, and under present conditions it would appear that a few more 
air transports offer one means.
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Although, it is understood, the Chinese Government is not under 
obligation to assign to CNAC any of the planes which may be allo- 

cated to China under Lend-Lease, there is ample reason for assuming 

| that an arrangement can be made whereunder, if the United States — 

Army would exempt from the restrictions contained in its contract 

with CNAC five transport planes, the five planes thus exempted would 

be put at the disposal of CNAC for employment in the operations 

within China of CNAC. 
(3) For over ten years, in the face of the severest sort of trials, 

CNAC has persevered in its efforts to carry on a program which has 
been not only of great service to China but has also contributed to 
the promotion of American interests. At the present moment the 
Chinese are showing a tendency to do away with any enterprise in 
their country which in their opinion smacks of foreign “influence.” 
Disappearance of CNAC asa result of the operation of this tendency 
and of lack of material American governmental support would create | 
a vacuum in China’s internal commercial air communications. It is 
conceivable that in those circumstances some European interest might 
eagerly rush in and be accepted by the Chinese, with a consequent 
loss to our aviation interests of their ground-floor advantage in China. 
Moreover, we are going to need every possible “trading” instrumen- 
tality for purposes of holding our own in our dealings with China 
within and during the next few years. For political, diplomatic, and 
commercial reasons it thus seems to the Department that it is essential 
that American interests such as those represented by CNAC be given 
strong United States support within legitimate and appropriate limits. 

Accordingly, the Department strongly recommends that favorable 
action be taken on the standing request of CNAC for five additional 
transport planes. 

893.24/1490 | 

The Secretary of State to the Chairman of the Munations Assignments 
| Board (Hopkins) 

WASHINGTON, September 1, 1943. 

My Dear Mr. Horxins: Reference is made to the Department’s let- 

ter of March 2, 1948, in which it was requested that there be reconsid- 
ered the action taken by the Munitions Assignments Board on Febru- 
ary 8, 1943, disapproving the request made by China Defense Supplies, 
Incorporated, that five C-47 transport planes be assigned to China for 
the use of the China National Aviation Corporation and to your letter 
of March 26, 1943, stating that it was necessary again to disapprove 
the Chinese request for additional transport planes,
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As you are aware, five Lend-Lease transport planes were recently 
allocated to China to facilitate military and official communications. 
We understand that these planes have been turned over to the Aero- 
nautical Commission of the Chinese Government for employment in 
such communications. This allocation, however, does not meet the 
standing need of the China National Aviation Corporation for five 
additional transports for internal communications in China and for 
communications between China and India. There is enclosed a memo- 
randum ** setting forth the considerations underlying the Depart- 

: ment’s recommendation that every effort be made by this Government | 
to allocate planes to supply this need. The Department hopes that 
the Munitions Assignments Board will give the matter renewed and 
favorable consideration. 

Sincerely yours, CorpeLL Huby 

893.796/346 : Telegram . 

Lhe Ambassador in China (Gauss) to the Secretary of State 

CHUNGKING, September 24, 1943—noon. 
[Received 9: 53 p. m. ] 

1796. Embassy’s 1410, August 9, and Department’s 1137, August 18. 
The British Ambassador informs that, on the initiative of the Minis- 
try of Communications, preliminary agreement has been reached with 
the British-Chinese Corporation for a reorganization of the Central 
Air Transport Corporation (formerly Eurasia) into a joint Chinese 
Government and British-Chinese corporation enterprise. 
We have not received any information in the matter from Chinese 

sources and will expect to report further in due course. 

(FAUSS 

893.796/349 : Telegram 

The Ambassador in China (Gauss) to the Secretary of State 

Cuunexine, October 2, 1948—5 p. m. 
[Received October 3—7 p. m.] 

1849. Embassy’s 1796, September 24. 
1. According to Communications Minister, the British report is 

not correct and Chinese intend to keep CATC a purely Chinese con- 
cern. He admits, however, that for a year or longer there have been 
conversations with the British for a joint air service from India 
to China via Sikang or Sinkiang with a view to obtaining all pos- 

* Supra.
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sible means of communication and transport with the outside world. 

The British Ambassador in a further conversation states that CATC 

has “been after” the British for some time in an effort to in- 

terest them in a Sino-British aviation venture and that the 

British-Chinese Corporation has now come forward. His reputed 

understanding is that the projected Sino-British company could 

take over the interior routes formerly flown by Eurasia with 

a connection in India, assumably Calcutta; but there was no intention 

to open new routes through Sikang or Sinkiang as, while trial 

CNAC flights had shown flying could be successful in fair weather, 

in adverse weather planes could not reach sufficient altitudes to insure 

crossing the mountains. | 

| 2. These conversations have been all casual and informal and we 

are continuing quietly to pursue the matter. 
GAUSS 

893.796/350 : Telegram | 

The Ambassador in China (Gauss) to the Secretary of State 

CuuNGEKEING, October 4, 1948—5 p. m. 
[Received October 5—1 p. m.] 

1859. Embassy’s 1849, October 2. An informed official of China 
Defense Supplies states that Chinese have no intention of reorganiz- 

~ ing CATC into Sino-British concern and that, of the 5 Lend-Lease 
planes which the Generalissimo recently ordered turned over to the 
Aeronautical Commission, 2 will be retained by the Commission for 
its own use, such as transportation of military officers, and 3 will be 
allocated to CATC for internal commercial transport. 

GAUSS 

893.796/355a : Telegram 

The Secretary of State to the Ambassador in China (Gauss) 

Wasuineron, October 9, 1943—11 p. m. 

1458. Department requests that you make every effort to clarify as 
discreetly as possible the alleged formation of a British-Chinese air 
transport corporation, referred to in your 1796 of September 24, your 
1849 of October 2, and 1859 of October 4. There is a discrepancy 
between the information given you by the British Ambassador and 
the statement of the Chinese Minister of Communications. The De- 
partment is especially anxious to learn whether American Lend- © 
Lease aircraft assigned to the Chinese Government are to be used 

332545—57——44
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in a newly created British-Chinese commercial venture. Please keep 
the Department fully advised of all developments. 

| Hon 

893.796/366 | | 

Memorandum of Conversation, by the Assistant Chief of the Division 
of Far Eastern Affairs (Stanton) 24 | 

[Wasuineron,| November 4, 1948. 

Participants: Mr. J. D. Walstrom, IN 
Mr. G. S. Roper, IN 
Mr. Stanton, FE 

The problem of arranging for the allocation of five airplanes to the 
China National Aviation Corporation was discussed at some length. It 
was agreed that in view of the fact that the Munitions Assignment[s] 
Committee (air) had again disapproved the request for these planes | 
and that General Arnold in a recent letter made it plain that there 
would be no additional planes available to CNAC for a long time, 
there is little hope of moving the military in this matter. Mr. Wal- 
strom stated that in view of these developments and with the ap- 
proval of Mr. Berle IN was drafting a memorandum which is to be 
presented to the President on the general problem of allocation of a 
few planes for the maintenance of essential civilian air services in 
various parts of the world. In this connection he mentioned that the 
situation in South America was very acute. Mr. Stanton inquired 
whether specific cases would be mentioned including the case of 
CNAC. Mr. Walstrom replied that in as much as the memorandum 
had to be limited to one page it would not be possible to mention 
specific cases. Mr. Stanton suggested that geographical areas, in- 
cluding China, be mentioned. Mr. Walstrom said he thought that the 
memorandum could be drafted along such lines and that a copy of the 

draft would be sent to us for our information and comment. He said 
that the memorandum would suggest to the President that one or two 
transport planes be allocated each month from the assembly lines in 
the United States for the specific purpose of meeting this situation 
which the State Department feels is of real importance. It would 
be further suggested that the disposition of such planes be placed 
directly under the control of the State Department rather than our 
military authorities. 

There was also some discussion regarding the possibility at this 
juncture of taking up with the Chinese the question of participation 

** Initialed by the Chief of the Division of Far Eastern Affairs (Ballantine).
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in a multilateral aviation agreement which would provide for landing 
rights in Chinese territories and for related matters. It was felt 
however that until some preliminary and exploratory discussions had 
been instituted with the British and Russians no useful purpose would 
be served in approaching the Chinese. 

893.796/357 : Telegram 

The Ambassador in China (Gauss) to the Secretary of State 

Cuunexina, November 5, 1943—9 p. m. | 
[Received November 5—3: 11 p. m.] 

2096. Department’s 1458, October 9. Discrepancy between British 
and Chinese statements (which, of course, was quite clear to us) con- 
tinues, Chinese sources stating there is no intention to reorganize 
CATC into Sino-British concern and the British stating that conver- 
sations in that direction have taken place. According to British Com- 
mercial Counselor, the conversations are only in a very preliminary 
stage and have been no more than exploratory in regard to the question 
whether a Sino-British aviation concern would be advisable. His 
attitude toward the matter was deprecatory and he remarked that it 
seemed somewhat pointless as there existed no means of obtaining 
planes for the enterprise. We shall continue discreetly to pursue the 
matter. 

Gauss 

893.796/364 : Telegram 

The Ambassador in China (Gauss) to the Secretary of State 

| CHUNGKING, January 6, 1944—11 a. m. 
[ Received 12: 58 p. m.] 

28. Bond of CNAC requests that Hornbeck be informed CNAC is 
asking through CDS for 5 planes as soon as possible in addition to 
usual monthly deliveries; that CNAC wishes forthwith to employ 2 
for internal service greatly needed and later to so employ 3 more; that 
our Army has been unwilling heretofore to release planes for internal 
service pending attainment specified monthly inward freight move- 
ment through ATC but he trusts they will now agree since quota was 
reached in December ; that this will further American interests besides 
providing urgently needed communications; and that he hopes Horn- 
beck will support. 

In connection with above I learn Ministry Communications desires 
5 planes, 2 only for CNAC and 3 for ATC. Later company, however,
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which has only operated and serviced German planes, is not organized 
to fly and service Douglas transports. Having in mind assurances 
given by Soong to Currie months ago that Lend-Lease planes to China 
will be entrusted to CNAC for operation, I hope that, if these planes 
are released to China, it will be definitely stipulated that they shall be 
for operation by CNAC as the only organization now here competent 
to fly and service American transport planes. 

Gauss



INTEREST OF THE UNITED STATES IN- MAINTENANCE 
OF ADMINISTRATIVE INTEGRITY OF CHINESE MARI- 
TIME CUSTOMS; APPOINTMENT OF AN AMERICAN AS 
ACTING INSPECTOR GENERAL OF CUSTOMS 

693.002/1169 : Telegram | 

The Chargé in China (Atcheson) to the Secretary of State 

CHUNGKING, June 4, 1943—10 a. m. 
[Received 11:02 a. m.] 

845. The Minister of Finance ? announced June 2 that Sir Frederick 
Maze, Inspector General of Customs, is retiring “on grounds of his | 
age and health” and that Mr. L. K. Little * has been appointed Acting 
Inspector General. The Chief Secretary of the Inspectorate General, 
Mr. K. D. Ting, is to officiate following Maze’s retirement and until 

— Jttle’s arrival. 
| | ATCHESON 

693.002/1174 

Memorandum by the Chief of the Division of Far Eastern Affairs 
(Ballantine) 

[Wasuineron,] June 11, 1948. 
Reference is made to the attached letter from Mr. Currie of June 8, 

1943,* forwarding for consideration a letter from Mr. L. K. Little, an 
| American citizen, long in the Chinese Maritime Customs Service and 

one of the senior Commissioners of that Service, who has been ap- 
pointed to the post of Acting Inspector General of Customs in suc- 
cession to Sir Frederick Maze, a British subject. 

Mr. Little is the first American to hold the post of Inspector Gen- 
eral of Customs. Before accepting the post Mr. Little informs us that 
he felt bound in duty to accept the post although he realized that he 
would be faced with many and perhaps insurmountable difficulties in 
his endeavors to prevent an apparently planned reorganization of the 

Customs to eliminate therefrom the foreign officers of various nation- 

* Continued from Foreign Relations, 1942, China, pp. 680-682. 
*H. H. Kung. 
* American Commissioner of Customs at Canton, on leave. 

*Not printed; Lauchlin Currie was Administrative Assistant to President 
Roosevelt. 
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alities whose general integrity, ability, and devotion to duty are 
largely responsible for the maintenance of the Customs Service on an 
efficient revenue-producing basis. 

While this Government has not in years past taken the active 
interest in the Customs and in the American members thereof which 
has been exhibited by the British, French, Japanese, and other Gov- 
ernments, there have been occasions when we have made approaches 
to the Chinese Government looking to the maintenance of the admin- 

| istrative integrity of the Customs, which has been the keystone of 
China’s foreign credit and on which have been secured a number 
of foreign loans. Also, on a number of occasions, between the com- 
mencement of the Sino-Japanese hostilities in 19387 and the outbreak 
of war between the United States and Japan we have cooperated with 
the Chinese Government in protesting against Japanese interference 
with the Customs in occupied territory. It is believed that we should 
continue, not only for the sake of American commercial interests but 
also for the sake of China’s own interests, to support and pursue a 
policy looking to the maintenance of an efficient Customs service and 
the retention of competently trained foreign personnel until such 
time as the need of their services in the reestablishment of the Customs 
Administration in the occupied areas has ceased to exist, and they 
can be replaced by competent and otherwise satisfactory Chinese 
officers. | 

It is accordingly suggested, with a view to facilitating Mr. Little’s 
task, that Mr. Welles > or Mr. Hornbeck might take occasion to discuss 
the question of the Customs with Dr. T. V. Soong. Suggested com- 
ments which might be made to Dr. Soong in this connection are 

~ outlined in the underlying enclosure.? , | 
It is believed that the issuance of a statement to the press, as sug- 

gested by Mr. Little, would accomplish no useful purpose, and in 
addition might well irritate the more extreme nationalistic elements 
in the Chinese Government who are understood to be desirious of 
eliminating all foreign influence from the Customs Service. 

If the action proposed above is approved, it is suggested that FE 
be authorized to inform Mr. Currie orally of the decision reached. 

J[osepH] W. B[Atwantine] 

*Sumner Welles, Under Secretary of State. | 
* Attached is a note by the Adviser on Political Relations (Hornbeck): “I 

concur in the above. I believe that the effectiveness of the making of comments 
to Dr. Soong would be much greater if done by Mr. Welles than if done by Mr. 
Hornbeck. SKH” Dr. T. V. Soong was Chinese Minister for Foreign Affairs, © 
temporarily in the United States. On June 21 Mr. Welles informed Dr. Horn- 
beck that the Secretary of State had agreed with Mr. Welles that Dr. Hornbeck 
should take this up with Dr. Soong. 

"Not printed.



MARITIME CUSTOMS 689 

693.002/1174 | 

Memorandum of Conversation, by the Adviser on Political Relations 
(Hornbeck) | 

[Wasuineton,] August 19, 1943. 

I discussed this subject with Dr. Soong last evening. Dr. Soong 
stated to me that the Chinese Government fully realizes the impor- 
tance and the value to it of continuing to maintain the established 
Maritime Customs Administration and retaining the services of those 
persons among the foreign personnel who are effectively “useful, 
especially those who have technical knowledge and experience”. He 
remarked that China would need for years to come the services of 
foreign “experts and administrators”—if anything in increasing 
numbers; he and other Chinese want to train Chinese personnel for 
various types of service as rapidly as possible, and they are working 
at it, “but it will take time”. Dr. Soong spoke highly of Mr. Little; | 
and he and I discussed, in agreement, Mr. Little’s qualifications and 
attitude and potential usefulness. I expressed the hope and the be- 
lief that there would be the best of cooperation between Mr. Little 
and his Chinese associates; and Dr. Soong indicated his concurrence. 

S[rantey] K. H[ornpecx | 

[On April 14, 1944, Mr. Little was named Inspector General of 
Customs. | | |



TREATY BETWEEN THE UNITED STATES AND CHINA FOR 
RELINQUISHMENT OF EXTRATERRITORIAL RIGHTS 
IN CHINA AND THE REGULATION OF RELATED MAT- 

| TERS, SIGNED JANUARY 11, 1943? 

[For text of treaty for the relinquishment of extraterritorial rights 
in China and the regulation of related matters, signed at Washington, 
January 11, 1948, with an accompanying exchange of notes, see 
Department of State Treaty Series No. 984, or 57 Stat. 767. The Sen- 
ate gave its consent to the ratification of the treaty without a dissenting 
vote on February 11, 1948. Ratifications were exchanged at Wash- 
ington on May 20 and treaty and notes came into effect on that day; 
this was so proclaimed by the President on May 24. 

The British treaty was signed at Chungking, January 11, 19438; 
British and Foreign State Papers, volume CXLV, page 129. ] 

* Wor correspondence regarding negotiation of this treaty, see Foreign Relations, 
1942, China, pp. 268 ff. 
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AGREEMENT BETWEEN THE UNITED STATES AND 
CHINA REGARDING JURISDICTION OVER CRIMINAL 
OFFENSES COMMITTED BY AMERICAN ARMED FORCES 
IN CHINA, EFFECTED BY EXCHANGE OF NOTES SIGNED 

MAY 21, 1943 

793.003/1059a : Telegram 

The Secretary of State to the Ambassador in China (Gauss) 

WASHINGTON, January 4, 1943—7 p. m. 

18. In connection with the forthcoming abolition of American 
extraterritorial rights in China, there arises the question of the exer- 
cise of jurisdiction over American military personnel stationed in that 
country at the invitation of the Chinese Government. 

As you may be aware this Government has entered into arrange- 
-ments with a number of other countries whereby American military 
authorities in those countries exercise criminal (but not civil) juris- 
diction over military personnel under their command. In an exchange 
of notes between the United States and Great Britain of July 27, 
1942.2 for example, agreement was reached that the Service courts 
and authorities of the United States forces should “exercise exclusive 
jurisdiction in respect of criminal offenses which may be committed 
in the United Kingdom by members of those forces.” 
We have refrained heretofore from bringing this question to the 

attention of the Chinese Government because we have desired to avoid 
the possibility that such action might be misinterpreted as having 
relationship to or bearing upon the negotiations concerning the treaty 
on extraterritoriality and because it has been our desire that the treaty 
should make it clear that we have no intention of retaining any 
vestiges of the old system. 

The question presented is a practical one. It arose during the last 
World War whenever troops of one country operated in the territory 
of another country at the invitation of the latter country, and numer- 
ous agreements on the subject were concluded between various coun- 
tries. In our view, we have the right under international law to 
exercise such jurisdiction without specific agreement. In order, how- 

+ See bracketed note, p. 690. 
* Military Service Agreement effected by exchanges of notes signed or dated 

at Washington, March 30, April 29, June 9, and September 30, 1942, Department 
of State Executive Agreement Series No. 307, or 56 Stat. 1906. 
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ever, to avoid possible misunderstandings, arrangements were entered 
into by this country with a number of countries during the last World 
War and are being entered into during the present war. 

It is requested that, in your discretion, you raise this question orally 
and informally with Dr. Soong * and ask that he indicate his opinion 
as to the most feasible way of proceeding in the matter. You may 
say that it has been our thought here that it would be preferable to 
await the signing of the treaty on extraterritoriality before approach- 
ing the Chinese Government formally in the matter. It has also been 

| our thought that it would be desirable, in order to avoid possible 
misunderstandings in the future, not to rely solely upon international 
law as a basis upon which to assume that our military authorities in 

China would continue to exercise criminal jurisdiction over American 
military personnel in that country. We suggest that an appropriate 
arrangement might be effected by an informal exchange of notes; and 
that the notes need not necessarily be published, depending upon the 
wishes of the Chinese Government. Our note would read somewhat 
as follows: | 

It is the desire of the Government of the United States that the 
Service courts and authorities of its military and naval forces shall 
during the continuance of the present conflict against our common 
enemies exercise exclusive jurisdiction over criminal offenses which 
may be committed in China by members of such forces. | 

If cases arise in which for special reasons the Service authorities 
of this Government may prefer not to exercise the above jurisdiction, 
it is proposed that in any such case a written statement to that effect 

| shall be sent to the Chinese Government through diplomatic channels, 
in which event it would be open to the Chinese authorities to assume 
Jurisdiction. 

Assurance is given that the Service courts and authorities of the 
United States forces in China will be willing and able to try and on 
conviction to punish all criminal offenses which members of the United 
States forces may be alleged on sufficient evidence to have committed 
in China and that the United States authorities will be willing in 
principle to investigate and deal appropriately with any alleged crimi- 
nal offenses committed by such forces in China which may be brought 
to their attention by the competent Chinese authorities or which the 
United States authorities may find have taken place. 

In so far as may be compatible with military security, the Service 
authorities of the United States will conduct the trial of any member 
of the United States forces for an offense against a member of the 
civilian population promptly in open court and within a reasonable 
distance from the place where the offense is alleged to have been com- 

| ?T. V. Soong, Chinese Minister for Foreign Affairs.
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mitted so that witnesses may not be required to travel great distances 
to attend the trial. : 

‘The competent American authorities will be prepared to cooperate 
with the authorities of China in setting up a satisfactory procedure : 
for affording such mutual assistance as may be required in making 
investigations and collecting evidence with respect to offenses alleged 
to have been committed by members of the armed forces of the 
United States. Asa general rule it would probably be desirable that 
preliminary action should be taken by the Chinese authorities on 
behalf of the American authorities where the witnesses or other 
persons from whom it is desired to obtain testimony are not members 
of the United States forces. In prosecutions in Chinese courts of 
persons who are not members of the United States forces but where 
members of such forces are in any way concerned the Service author- 
ities of the United States will be glad to render such assistance as 
is possible in obtaining testimony of members of such forces or in 
making appropriate investigations. 

It is proposed that the foregoing arrangement shall be in effect 
during the present war and for a period of six months thereafter. 

If the above arrangement is acceptable to the Chinese Government 
this note and the reply thereto accepting the provisions outlined 

| shall be regarded as placing on record the understanding between our 
| two Governments. (End proposed note.) | 

The principal consideration in our mind is, of course, to provide for 
the exercise of exclusive jurisdiction in criminal matters by American 
military authorities over American military personnel, and the par- 
ticular form of the agreement to be reached would be a matter of 

lesser importance. - 
It is suggested that you inform General Stilwell‘ that you are 

taking up this matter informally with Dr. Soong and that you discuss 
with him any pertinent phases of the matter. _ | - | 

| | —, Hur 

811.203/208 : Telegram - 

The Ambassador in China (Gauss) to the Secretary of State 

a | CHUNGKING, January 9, 1943—9 a. m. 
| [ Received 2:43 p. m. ] | 

43. I have discussed with Foreign Minister the subject of criminal 
jurisdiction over American military personnel as directed in your 18, 
January 4, 7 p. m. Soong stated he accepts the principle and is 
agreeable to exchange of notes but suggests that the text of Anglo- 

*Gen. Joseph W. Stilwell, Commanding General, United States Army Forces in 
China, Burma, and India. |
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American notes on same subject be obtained and followed as closely 
as possible. He remarked that this is lazy man’s suggestion to avoid 
necessity of legal examination of texts but I suspect he wishes to be 
able to assure the Generalissimo * that we are treating with China on 
the same basis of equality that we deal with Britain. I told Soong 
that I had no doubt our draft of proposed exchange of notes followed 
substantially the arrangement with Britain but that I did not have 
text of that arrangement. I await Department’s further instructions. 

| Gatss 

811.208/233 : 

Memorandum of Conversation, by the Ambassador in China (Gauss )® 

[CuuncKine,| January 9, 1943. 

Present: Lieut. Gen. Stilwell, U. S. A. 
Brig. Gen. Hearn, U.S. A., Chief of Staff 

| Mr. Gauss 

I called in at military headquarters this afternoon to see General 

Stilwell and informed him of the instructions contained in the De- 

partment’s telegram no. 18, January 4, 7 p. m., in reference to criminal 

jurisdiction over American military personnel in China following the 

coming into force of the Sino-American treaty relinquishing Ameri- 
can extraterritorial rights in China. 

I mentioned that it was my understanding that China and India 
had reached some arrangement regarding military jurisdiction in 
criminal cases in respect to the Chinese forces now at Ramgarh, India; 
and that there is also an understanding with Britain regarding 
American military personnel in India—and in the United Kingdom. 
I inquired whether he had the texts of any of these arrangements. 
He had not; but General Hearn, his Chief of Staff, had a copy of the 
British orders in India regarding jurisdiction over American and 

_ Chinese military personnel, and upon examining it General Stilwell 
mentioned that the provisions are similar in the two instances except 
that in the case of the American military establishments there is ex- 
emption from search by the British authorities while this exemption 
does not hold true in reference to the Chinese encampments. 

I asked General Stilwell whether he had any comments or sugges- 
tions to make in connection with my approach to Dr. Soong, the 

*Chiang Kai-shek, President of the Chinese Executive Yuan (Premier). 
*Copy transmitted to the Department by the Ambassador in his despatch No. 

848, January 11; received February 13.
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Foreign Minister, in accordance with my instructions from Wash- 

ington. He replied that he had nothing to offer; the proposed move 

is entirely in line with the desires of the military. 
C[narence]| E. G[avss] 

811.203/220 : Telegram 

The Ambassador in China (Gauss) to the Secretary of State 

CuuncxKING, January 30, 1943—10 a. m. 
[Received 10:50 a. m.] 

169. Reference further to your 18, January 4, 7 p. m. Foreign 
Office after consulting Military Affairs Commission is agreeable to 
proposed informal exchange of notes with following suggested amend- 

ment and addition: 
1. In the fourth paragraph where it is provided that trial will be 

conducted “in open court and within reasonable distance from place 
where offense is alleged to have been committed” insert the words 
“in China” after the words “in open court.” 

2. Add paragraph along the following lines between fifth and sixth 
paragraphs of our draft: 

“Inasmuch as the interests of our common cause will be best served 
if such arrangements as may be agreed upon between the Government 
of the United States and the Government of China as regards the 
jurisdiction over American forces in China are equally applicable in 
the case of Chinese forces which in the course of war against our 
common enemies may be stationed in territory under American juris- 
diction, the Government of the United States will be ready to make 
like arrangements to ensure to the Chinese forces which may be sta- 
tioned in territory under American jurisdiction a position correspond- 
ing to that of the American forces in China.” 

It is admitted informally that this provision for reciprocal treat- 

ment is a matter of face. It is suggested that proposed additional 
paragraph might be shortened along the following lines: 

“Inasmuch as the interests of our common cause will best be served 
by provision that the foregoing arrangement may be placed on a 
reciprocal basis, it is agreed that the Government of the United States 
of America will be ready to make like arrangements to ensure to such 
Chinese forces as may be stationed in territory under American juris- 
diction a position corresponding to that of the American forces in 
China.” 

| Please instruct. | | 
Gauss



696 FOREIGN RELATIONS, 1943, CHINA 

811.203/220 : Telegram 
' Lhe Secretary of State to the Ambassador in China (Gauss) 

| [Extract] 

WasuHInctTon, February 4 [270], 1948—7 p. m. 

210. Your 169, January 30. Department agrees to suggested 
amendment. Department has no objection to either form of additional 

_ paragraph concerning reciprocity but prefers shorter form. 
You are authorized to exchange notes on basis of this telegram and 

Department’s No. 18, January 4, as soon as the Treaty of January 117 
becomes effective. 

Hub 

811.203/256 : Telegram 

The Chargé in China (Vincent) to the Secretary of State 

| CuuncEine, April 1, 1948—9 a. m. 
| [Received 11: 50 a. m.] 

478. Department’s 210, February 10, 7 p. m. 
1. In response to an inquiry made by the Ambassador prior to his 

departure whether the Chinese Government wished to treat as confi- 
dential the exchange of notes in regard to criminal jurisdiction over 
American military personnel in China, Ministry of Foreign Affairs 
has indicated that it intends to publish the exchange of notes. 

2. The Ministry of Foreign Affairs indicated its desire that the ex- 
change take place the day after the exchange of ratifications of the | 
new treaty is made in Washington and I feel, and so do our military 
authorities, that for obvious reasons it would be preferable to exchange 
the notes on the day ratifications are exchanged, but shall not make a 
point of the matter unless the Department instructs me to do so. 

3. Recently the Acting Minister for Foreign Affairs discussed with 
me certain proposals for changing our draft note. He had seen the 
British Parliamentary Act for implementing our agreement with 
Great Britain and desired to have incorporated in our note a reserva- 
tion with regard to the Chinese Government’s powers of arrest, search, 
entry or custody and another reservation of the Chinese Government’s 
right “to define by such regulation or orders as it may consider neces- 
sary or proper, the manner and means of determining, for purposes 
of this understanding, what persons shall be deemed to be members of 

"Signed at Washington; it provided for relinquishment of extraterritorial _ 
rights in China and the regulation of related matters, 57 Stat. 767.



‘CRIMINAL JURISDICTION ~ 697 

the military and naval forces of the United States of America in 
China.” It will be recalled that the British Act contains sections 
along the lines of these two reservations. After several subsequent 
discussions I persuaded the Foreign Office that it would not be appro- 
priate to include these reservations in the exchange of notes. ‘The Act- 
ing Foreign Minister frankly admitted that question of face was 
largely responsible for issue having been raised. It is probable now 
that the Supreme National Defense Council, which raised the issue, 
or the Legislative Yuan, will adopt some kind of regulation or law 
along the lines of the British Act. I have pointed out that such regu- 
lation or law should implement and facilitate operation of the agree. 
ment rather than modify it. 

4. Ihave kept General Stilwell informed of the foregoing develop- 

ments. | : | 
VINCENT. 

811.203/281 : Telegram 

| The Chargé in China (Atcheson) to the Secretary of State 

CuuncEIne, May 17, 1948—1 p. m. 
| [ Received May 18—6: 58 a. m.] 

724. Department’s 210, February 10, 7 p. m. 
1. It has been arranged with Foreign Office that the exchange of 

notes in regard to question of jurisdiction over American military 
_ personnel stationed in China will be signed at Foreign Office Friday 

morning May 21. As agreed upon between Embassy and Foreign 
Office, the final texts of the notes, in which are incorporated some 
minor phraseological changes from the original drafts, will read as 
in Embassy’s 725 * to follow. 

2. The Embassy will, following the signing of the notes, notify 
Department by telegraph that the notes have been signed. 

3. Copies of the notes, when signed, with Chinese translation, will 
be furnished General Stilwell’s headquarters and it is assumed that 
Department will wish to furnish copies to War Department. The 
Foreign Office requests that following signature the Department fur- 
nish copies to Chinese Embassy at Washington. Chinese translations, 
with typed copies, will go forward in due course to Department by 
mail. 

The Foreign Office states that it will publish texts of notes im- : 
mediately after signature. 

| | ATCHESON 

* Telegram No. 725, May 17, 2 p. m., not printed. —
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811.203/284 : Telegram 

The Chargé in China (Atcheson) to the Secretary of State 

CHUNGKING, May 21, 1948—9 a. m. 
[Received 9: 35 a. m. | 

748. Embassy’s 725, May 17, 2 p. m2 At the Foreign Office this | 
morning May 21 Kuo Cheng Wu (Dr. K. C. Wu) and I signed and 
exchanged the notes on military jurisdiction” as set forth in the 
telegram under reference. Both notes were accompanied by agreed 
upon Chinese translations which were also signed at the request of 
Dr. Wu who stated that this was contemplated in the oral arrange- 
ments previously come to with the Embassy. 

Dr. Wu stated that the Foreign Office plans to publish the notes in 
the Chinese press tomorrow with a short explanation to the effect 
that they constitute an arrangement similar to arrangements entered 
into between the United States and various countries during the last 
war and also entered into between the United States and Great Britain 
and a number of other countries during the present war. 

ATCHESON 

811.203/358 

The Chinese Ministry for Foreign Affairs to the American Embassy 
in China ™ 

[Translation] 

[ CHuNGKING, October 18, 1943. ] 

The Ministry of Foreign Affairs presents its compliments to the 
American Embassy and has the honor to state that in the matter of 
exercising exclusive jurisdiction by the service courts and the author- 
ities of the military and naval forces of the United States over criminal 
offenses committed by members of the armed forces of the United 
States in China, the Ministry has received from the Executive Yuan 
a copy of the Regulations Governing the Handling of Criminal Of- 
fenses Committed by Members of the Armed Forces of the United 
States in China. 

The Ministry has the honor to enclose, for the Embassy’s informa- 
tion, a copy thereof. 

(stamMPeD) Munistry or Forrign AFFAIRS 
OF THE Repusiic or CHINA 

* Not printed. 
“For text, see Department of State Executive Agreement Series No. 360, or 

57 Stat. 1248. 
“ Copy transmitted to the Department by the Ambassador in China in his 

despatch No. 1788, November 8; received November 27.
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[Enclosure—Translation] 

Regulations Governing the Handling of Criminal Offenses Committed 
by Members of the Armed Forces of the United States in China, 

Promulgated October 1, 1943 

Article 1. With a view to facilitating the united waging of the 
war and on the basis of reciprocal spirit the Government of the Re- 
public of China hereby extends the adjudication of criminal offenses 
committed by members of the armed forces of the United States 
within the territory of China to the service courts and the authorities 
of the military and naval forces of the United States. ‘T’hese cases | 
shall be handled in accordance with the provisions of these 
Regulations. 

Article 2. Jurisdiction over criminal offenses committed by members 
of the American armed forces in China shall be exercised by Chinese 
courts in the event that the service authorities of the Government of 
the United States notify the Chinese Government of their consent 
that the cases be so handled. 

Article 3. The term “members of the American armed forces” used 
in these Regulations refers to those who, according to American law, 
are under the jurisdiction of the Army or Navy of the United States. 
The term does not include Chinese nationals serving with the Ameri- 
can armed forces and nationals of third Powers or persons without 
nationality who are employed in China by the American armed forces. 

In order to prove their identification, members of the American 
armed forces shall exhibit documentary evidence showing that they 
are at that time under the jurisdiction of the army or navy of the 
United States. 

Article 4. The provisions concerning adjudication stipulated in 
Article 1 do not, under the Chinese law, affect the right of question- 
ing, arresting, detaining, searching, attaching or investigating mem- 
bers of the United States armed forces who have committed criminal 
offenses or who are suspected of having committed criminal offenses. 
When it is found that members of the American armed forces have 

committed or are suspected of having committed criminal offenses, 
the American military or naval authorities concerned should imme- 
diately be notified of the facts of the offenses or of the suspected 
offenses and the offenders should be handed over to such authorities 
for action. 

Article 5. Chinese courts or organization concerned may request 
copies of the Judgments which have been handed down by the Ameri- 
can service courts or military or naval authorities in China to members 
of the American armed forces in China and may, prior to the rendering 
of a judgment, makes inquiries as to the status of a case. 

3325455745 |
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Article 6. No person shall, when acting with good intentions, be 

held civilly or criminally responsible under these regulations for his 

conduct toward an enlisted man or officer of the United States armed 

forces if, at the time, he did not recognize the military status of the 
enlisted man or officer. 

Article 7. These regulations shall be put into force from the date 
of promulgation and the period of validity thereof shall be terminated 
six months after the conclusion of the united war.



ATTITUDE OF THE UNITED STATES TOWARD STATUS 
OF THE CHINA FOUNDATION FOR THE PROMOTION 
OF EDUCATION AND CULTURE AFTER TERMINATION 
OF THE BOXER PROTOCOL OF 1901 

793.003/12-942 

Memorandum of Conversation, by the Assistant Chief of the Division 
of Far Eastern Affairs (Atcheson) 

[ WasuineTon,| December 9, 1942. 

(There is attached a copy,! as furnished Mr. Hornbeck? by Mr. Liu 
Chieh ** of the Chinese Embassy, of a telegram from the Chinese Min- 
ister of Education at Chungking ® to Dr. Hu Shih, former Chinese 
Ambassador and a member at present of the Board of Trustees of the 
China Foundation for the Promotion of Education and Culture. In 
furnishing this copy, Mr. Liu, and it is believed Dr. Hu Shih, had some 
preliminary discussion of the question raised in the telegram with Mr. 
Hornbeck who subsequently sent it to FE* for consideration and 

action. ) 
During the course of a call at the Department on another matter on 

December 8, Mr. Liu mentioned Dr. Wong’s telegram, stated that the 
- Board of Trustees of the China Foundation was to meet this morning 

in New York, and requested that, if possible, he be furnished the De- 
partment’s opinion on the questions whether (1) there would continue, 
upon the going into effect of the proposed treaty on extraterritoriality, 
to rest upon the Chinese Government an obligation to pay to the China 
Foundation the remitted sums, amounting to about $5,000,000, payment 
of which had been held in suspense; and (2) whether, in such case, 
payment would continue to be made by the Chinese Government to the 
American Government for transfer to the China Foundation (it is 
understood that under procedure existing before the war the Foreign 
Office delivered to the American Consulate General at Shanghai a 
check and the Consulate General endorsed the check over to the China 

*Not printed. 
*Stanley K. Hornbeck, Adviser on Political Relations. | 
78 Minister Counselor of the Chinese Embassy. 

Ate wine telegram was sent by Wong Wen-hao, Chinese Minister of Economic 

‘Division of Far Eastern Affairs. 
° See bracketed note, p. 690. , 
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Foundation so that as far as this Government is concerned the transac- 
tion was purely a paper one). 

| I discussed this matter with Mr. Hiss* of PA/H and subsequently 
with Mr. Hackworth,’ and as a result of that discussion telephoned 
Mr. Liu and stated that I was able to give him an informal opinion 
based principally upon the language of the Executive Order (no. 
4268) of July 16, 1925,8 whereby the President authorized and di- 
rected the Secretary of the Treasury to remit to the Board of Trustees 
of the China Foundation, as the agent designated by the Chinese Gov- 
ernment to receive them, all payments of the annual installments of 

the Chinese indemnity made subsequent to October 1, 1917, et cetera. 
I said that it appeared that such authorization and direction was 
given by the President in the light of various considerations, as fol- 
lows: that a Joint Resolution of Congress approved May 21, 1924, 
authorized the President in his discretion to remit to China all future 
payments of the annual installments of the Chinese indemnity; that 
the Chinese Minister informed the Secretary of State on June 14, 
1924, that the Chinese Government proposed to devote the funds 
thus made available to educational and cultural purposes and to 
entrust the administration of the funds to a Board composed of 

Chinese and American citizens; that the Chinese Minister on Sep- 
tember 16, 1924, forwarded to the Secretary of State a copy ™ of the 

constitution of the Board which he stated had been designated “The 
China Foundation for the Promotion of Education and Culture’; 
and that the Chinese Minister on June 6, 1925, informed the Secretary 
of State ? that the Board was a corporate body instituted by a man- 
date of the President of China on September 17, 1924, for the custody 
and control of the remitted indemnity funds. 

I went on to say to Mr. Liu that it accordingly seemed that, although 
the proposed treaty on extraterritoriality would terminate any rights 
of this Government in regard to Boxer Indemnity funds (whether 
future funds or whether past funds due but not yet paid) and would 
therefore eliminate this Government as an agency in any transaction 
involving the paying of such funds from the Chinese Government to 
the China Foundation, the treaty would not ipso facto affect the rela- 
tions of the Chinese Government with the Board and would not 
affect any obligations of the Chinese Government to the Board such 

* Alger Hiss, Assistant to the Adviser on Political Relations. 
"Green H. Hackworth, Legal Adviser. 
* Foreign Relations, 1925, vol. 1, p. 935. 
° 43 Stat. 135. 
° Foreign Relations, 1924, vol. 1, p. 555. 
* Note and enclosure not printed. 
“ Text of note not printed ; for summary, see Executive Order No. 4268, J uly 16, 

1925, Foreign Relations, 1925, vol. 1, pp. 935, 986.
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as those indicated in the Executive Order above mentioned. 1 added 

that accordingly it seemed to me that there rested on the Chinese 

Government some legal as well as moral obligation to pay to the Board 

the sums due but not paid up to the time of the coming into effect 

of the treaty. 
At Mr. Liu’s request I told him that we would send him a copy of 

the Executive Order in question and subsequently did so. 
Grorce ATCHESON, JR. 

793.003/1080 ;: Telegram 

The Ambassador in China (Gauss) to the Secretary of State 

CuHUNGEKING, January 15, 1943—noon. 
) [Received 1 p. m.] 

79. In conversation last evening Dr. Wong Wen Hao, who is active 

here as one of trustees of China Foundation for Promotion of Educa- 

tion and Culture, commented that the new American treaty would , 

seem to raise the question whether the balance of Boxer Indemnity 

payments is eventually to be paid by China for remission to the 

Foundation which, as the Department knows, was established with 

Indemnity funds and which has been borrowing from the Govern- 

ment banks on security of future payments due from China but 

suspended during the war. He asked my opinion on the point. While 
I had in mind the conversation at the Department on October 26 
with the Minister Counselor of the Chinese Embassy as communicated 
to me in your instruction 158 of November 20," I offered no opinion, 

feeling that perhaps the point may not have been studied specifically 

and in detail by the Department. Am I authorized to give any ex- 

pression of opinion, formal or informal, on the point! 
But for the conversation at Washington referred to, I would have 

concluded that our relinquishment of rights under Boxer Protocol “ 

did not affect the bond given under that Protocol, the payments under 
which have already been remitted by us for the benefit of the China 

Foundation. I doubt whether British consider treaty as affecting 
Boxer Indemnity but have not deemed it advisable to discuss point 
with my British colleague without prior consultation with the De- 

partment. | 

| Gauss 

% Instruction not printed; for text of memorandum of October 26, 1942, by the 
Assistant Chief of the Division of Far Eastern Affairs, see Foreign Relations, 
1942, China, p. 337. 

4 Signed at Peking, September 7, 1901, Foreign Relations, 1901, Appendix, 
(Affairs in China), p. 312.
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793.008/1080 : Telegram 

The Secretary of State to the Ambassador in China (Gauss) 

WasHINGTON, January 20, 1943—5 p. m. 

113. Your 79, January 15, noon. The statement of October 26 by 
an officer of the Department to the Minister Counselor of the Chinese 
Kimbassy, mentioned in your telegram under reference, that “Article II 
made clear provision that any and all rights accorded to this Govern- 
ment under the Boxer Protocol and under agreements supplementary 
thereto shall cease” was the considered opinion of the Department, 
formulated after consultation with the Treasury Department. The 
British Government was informed of this opinion and expressed con- 
currence therewith. The phrase “any and all rights” was intended 
to cover also the bond given by the Chinese Government pursuant 
to the Protocol, and the Department will expect so to interpret Article 
ITI of the Chinese-American treaty of January 11° when the treaty 
is ratified and comes into effect. 

On December 9, 1942, the Minister Counselor of the Chinese Em- 
bassy inquired, on the basis of a telegraphic inquiry from Dr. Wong 
Wen-hao to Dr. Hu Shih, whether under the new treaty there would 
continue any obligation on the part of the Chinese Government to 
pay to the China Foundation the remitted sums, payment of which 
had been held in suspense. In response, an officer of the Department 
stated as an informal opinion that although the treaty would termi- 
nate any rights of this Government in regard to Boxer Indemnity 
funds and would therefore eliminate this Government as an agency 
in any transaction involving payment of such funds from the Chinese 
Government to the China Foundation, the treaty would not ipso facto 
affect the relations of the Chinese Government with the Board of 
Trustees of the China Foundation; and that it seemed that there 
rested upon the Chinese Government some legal as well as moral obli- 
gation to pay to the Board the sums due but not paid up to the time 
of the coming into effect of the treaty. (A memorandum of this con- 
versation went forward to you by mail and should reach you shortly.) 
Upon the coming into effect of the treaty, the relationship between 

the Chinese Government and the China Foundation will, in the De- 
partment’s opinion be a matter for determination by and between 
those entities—with due respect for the considerations advanced above. 
However, the Department feels that if representatives of the China 
Foundation for its part should request the Department’s opinion as 
to the obligations of the Chinese Government to the Foundation, the 
Department’s views as indicated above should be expressed informally 
to the inquirers. Similarly, if Chinese officials should raise the ques- 

* Department of State Treaty Series No. 984, or 57 Stat. 767.
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tion, they also should be informally given our views and the inquirer 

be informed in addition that we would feel obligated to express the 

same opinion if inquiry should be made by representatives of the 

Foundation. You are accordingly authorized to speak for the De- 

partment along the lines indicated, if and when occasion therefor 

arises. | 
Hoy 

893.42/360 

Memorandum of Conversation, by the Chief of the Division of Far 
Eastern Affairs (Hamilton)*® 

[Wasurneton,] February 8, 19438. 

Participants: Dr. Alfred Sze, Former Chinese Minister, Member of 
Board of Trustees of the China Foundation 

Mr. Hamilton 
Mr. Atcheson 

Dr. Sze called at his request on Mr. Hamilton this morning. 
Dr. Sze stated that he and Dr. Hu Shih had recently received a tele- 

gram from Dr. Wong Wen-hao, Chinese Minister of Economics in 

Chungking, one of the trustees of the China Foundation, in regard 
to the question of the rights of the Foundation to Boxer Indemnity 
funds. It was stated in the telegram that Dr. Wong had mentioned 
this matter to Ambassador Gauss; that Mr. Gauss said he would refer 
it to Washington; that there had also been some discussion by Dr. 

Wong with Dr. T. V. Soong ” and Dr. Sun Fo; * that Dr. Soong and 
Dr. Sun Fo had indicated that they felt that the work of the Founda- 
tion should go on; that Dr. Soong had said he would endeavor to ob- 
tain the Generalissimo’s approval; that Dr. Soong had also stated, 
however, that payments to the Foundation would cease upon the com- 
ing into effect of the new treaty on extraterritoriality; and that cer- 
tain influential people in the Chinese Government considered that the 
Chinese Government should take over the Foundation’s fund. 

Mr. Hamilton stated that Mr. Gauss had telegraphed the Department 
in regard to the question of what obligations might rest on the Chinese 
Government to continue paying to the Foundation remitted Boxer 
Indemnity funds. The Department had informally, in response to 
the inquiry, expressed the opinion that Article II of the new treaty 
made it clear that all of this Government’s rights under the Boxer 

% Copy transmitted to the Ambassador in China in instruction No. 222, 
February 12. | | 

™ Chinese Minister for Foreign Affairs. 
8 President of the Chinese Legislative Yuan. 

1® Chiang Kai-shek, President of the Chinese Executive Yuan (Premier).
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Protocol and under supplementary agreements thereto would cease 
upon the coming into effect of the new treaty on extraterritoriality ; 
that this Government’s rights in regard to the bond given by the 
Chinese Government pursuant to the Protocol would also cease; that 
although this Government’s rights in regard to Boxer Indemnity 
funds would be terminated by the treaty and this Government would 
therefore be eliminated as an agency in any transaction involving 
payment of such funds to the China Foundation by the Chinese Gov- 
ernment, it seemed to us that there rested upon the Chinese Govern- 
ment some legal as well as moral obligation to pay to the Foundation 
the remitted sums due but not paid up to the time of the coming into 
effect of the treaty. Mr. Atcheson went on to say that it is our 
opinion that the treaty will not itself affect the relationship between 
the Chinese Government and the Foundation; that such relationship 
will be a matter for determination by those two organizations, with 
due regard for the considerations mentioned above; but that, as Mr. 
Hamilton mentioned, the Chinese Government would, in the light 
of the considerations upon which the Boxer Indemnity payments had 
been remitted, seem to have legal as well as moral obligation to con- 
tinue to hand over to the Foundation sums due but not paid up to 
the time of the coming into effect of the treaty. 

Dr. Sze asked whether he could construe the informal expression 
of opinion given by the Department as meaning or implying that the 
Department expected that the China Foundation would continue in 
existence. Mr. Hamilton and Mr. Atcheson replied that the Depart- 
ment’s comment carried with it, in their opinion, an assumption that 
the China Foundation would continue in existence as long as and 
in so far as that were made possible by the payment to it of payments 
in arrears up to the time of the going into effect of the treaty on 
extraterritoriality. | 

Dr. Sze had referred to the fact that he was in Washington, as 
Chinese Minister at the time when there had been worked out the 
procedure under which this Government had in 1925 made remission 
of the remaining Boxer Indemnity funds. Dr. Sze said that the term 
“Foundation” had been used because there had been a desire to have 
the remitted funds constitute a permanent fund for the purposes men- 
tioned, which fund would always be a memorial of the liberal and 
generous attitude of this Government. Dr. Sze indicated that he was 
of the opinion that remitted funds already paid to the Foundation 
were the property of the Foundation and constituted a direct gift to 
the Foundation from the American Government. Dr. Sze said that 
the China Foundation was a legal entity under Chinese law and that 
in his opinion the Chinese Government had no more right to take over
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the funds of the China Foundation than it would have to take over 

the funds of any other Chinese legal person. With regard to this last 

mentioned point, Mr. Hamilton stated that this question had not 

previously been raised with the Department. Neither Mr. Hamilton 

nor Mr. Atcheson gave any expression of opinion on the point. 

After further informal discussion of various aspects of the Founda- 

tion’s activities and problems, and thanking Mr. Hamilton and Mr. 
Atcheson, Dr. Sze departed. 

M[axwet.] M. H[amizron] 

811.42793/1057 : Telegram | 

The Chargé in China (Vincent) to the Secretary of State 

Cuunexine, March 26, 1943—10 a. m. 
7 [Received 11:35 a. m.] 

447, Reference Department’s instruction 222, February 12,” in re- 

gard to China Foundation. I have been informed by Cabinet Minis- 

ter that at a meeting of the Executive Yuan on the 23rd the question 

of China Foundation was discussed. Memorandum prepared by 

Ministries of Foreign Affairs, Finance and Education recommended 
that payments in arrears up to time of the coming into effect of new 
treaty should be made; that there should be no subsequent payments; 
but that Foundation should continue in existence with what funds it 
had and might receive as donations. Ensuing discussion revealed 
that Minister of Education wished to become ea officto member of the 
Board of Trustees or to have the right to appoint a member. It also 
revealed that, although Ministry of Education was party to the memo- 
randum, followers of Minister of Education at the meeting (Minister 
of Social Affairs and Secretary General of Executive Yuan[) ] 
favored dissolution of Foundation and transfer of its functions to 
Ministry of Education. I am informed the Generalissimo, Kung, 
and Soong favor continued existence of Foundation but nationalistic 
elements represented by “CC ”? clique” members feel that Foundation 
will be inconsonant with China’s new position of full equality after 
relinquishment of extraterritoriality. Kung took little part in dis- 

cussion and adjourned meeting without decision. I am informed, 
however, that affirmative decision on the memorandum will be taken 
but that question of meeting Education Minister’s desire to be repre- 
sented on Board may cause difficulties. | 

* Not printed, but see footnote 16, p. 705. | 
7H. H. Kung, Chinese Minister of Finance. 
* Chen brothers, Kuo-fu and Li-fu. | .



708 FOREIGN RELATIONS, 1943, CHINA 

Dr. Sze’s conversation with officers of the Department (Depart- 

ment’s reference instruction) was telegraphed to Chungking sub- 

stantially as reported in Department’s memorandum. 
VINCENT 

811.42793/1173 

Memorandum of Conversation, by the Assistant Chief of the Division 

of Far Eastern Affairs (Atcheson) 

[Wasuineton,] April 6, 1943. 

Dr. Kan Lee ” called at his request this morning. He stated that 

Dr. Soong had given him the task of examining into the question of 

the continuation of the China Foundation for the Promotion of Kdu- 

cation and Culture—that question having arisen because of the treaty 

on extraterritoriality signed between the United States and China on 

January 11, 1943. 

Dr. Kan mentioned that he understood that some aspects of this 

question had been raised with us before by Dr. Alfred Sze, former 

Chinese Minister and a member of the Board of the China Founda- 

tion, and by Mr. Liu Chieh, Minister Counselor of the Chinese Em- 

bassy. Dr. Kan said that he understood that there were elements in 

the Government at Chungking which wished to alter the constitution 

of the Board although in what way he did not know; he wished to 
discuss the matter informally; and he requested an informal opinion 

from me as to what obligation might continue to rest on the Chinese 

Government to hand over to the China Foundation payments of 

Boxer Indemnity funds which were in suspense, and also an opinion 

in regard to possible changes in the Board’s constitution. 
In reply I referred to conversations on this subject held with Mr. 

Liu Chieh on December 9, 1942 and with Dr. Sze on February 18 [68], 
1948, went over the ground covered in those conversations and re- 
peated the opinion which we had expressed on those occasions to the 
effect that Article II of the new treaty on extraterritoriality made 

it clear that all of this Government’s rights under the Boxer Protocol 

and under supplementary agreements thereto would cease upon the 

coming into effect of the treaty; that although this Government’s 

rights in regard to Boxer Indemnity funds would be terminated by 
the treaty and this Government would therefore be eliminated as an 
agency in any transaction involving payment of such funds to the 

China Foundation by the Chinese Government, it seemed to us that 
there rested upon the Chinese Government some legal as well as moral 

obligation to pay to the Foundation the remitted sums due but not 

* Commercial Counselor of the Chinese Embassy.



CHINA FOUNDATION 709 

paid up to the time of the coming into effect of the treaty; that term1- 
nation of extraterritoriality under the new treaty would not itself 

affect the relationship between the Chinese Government and the Foun- 

dation; that such relationship would be a matter for determination 

by those two organizations, with due regard for the considerations 
mentioned above; but that the Chinese Government would, in the light 
of the considerations upon which the Boxer Indemnity payments had 
been remitted pursuant to the provisions of Executive Order No. 4268, 
July 16, 1925, seem to have legal as well as moral obligations to con- 
tinue to hand over to the Foundation sums due but not paid up to the 
time of the coming into effect of the treaty. 

I made it clear to Dr. Kan that this opinion had been expressed 
previously as now not upon our own initiative but in response to re- 
quest for such an opinion and mentioned that in addition to such 
request from Dr. Sze and Mr. Liu Chieh, the Chinese Minister of 
Economics in Chungking, Dr. Wong Wen-hao, had made a similar 
request of our Embassy there and the Embassy had been instructed 
to convey to Dr. Wong the opinion in question. I showed to Dr. Kan 
a copy of the Executive Order mentioned previously, and at his re- 
quest, told him that I would be glad to send a copy to him. a 

As regards the question of changes in the constitution of the Board, 
I said that I was not familiar with the provisions of the constitution 
and that if he could not find a copy of the constitution in his Embassy, 
I would endeavor to obtain the text. After some general discussion 

of this country’s longstanding cultural interest in and ties with China 
and an exchange of the usual amenities during which Dr. Kan ex- 
pressed his thanks, he departed. | | 

(A copy of the Executive Order No. 4268, July 16, 1925,% together 
with a copy of the text of the constitution of the Board * as taken from 
the China Year Book of 1981-1932 is attached; copies of both docu- 
‘ments have been sent to Dr. Kan.) | 

| Grorce ATCHESON, JR. 

* Foreign Relations, 1925, vol. 1, p. 935. . 
* Not reprinted. : :



DISCUSSION OF NEGOTIATION OF COMPREHENSIVE 

COMMERCIAL TREATY BETWEEN THE UNITED STATES 

AND CHINA 

793.008/1142 

Memorandum of Conversation, by the Chief of the Division of Far 

Eastern Affairs (Hamilton) 

[Wasuineron,| February 26, 1943. 

During the course of a call Dr. Soong + and I exchanged a few re- 
marks in regard to the negotiation of the treaty between the United 

States and China relating to extraterritoriality..* In this connec- 

tion Dr. Soong observed that he thought it would be well to begin 
work on a comprehensive treaty between the two countries, as nego- 

tiation of such treaty would require a good deal of time. He ob- 
served, further, that we might furnish them copies of a number of our 
recent standard comprehensive treaties.?_ He indicated that there was 

definite advantage in following the standard form of our modern 
treaties. 
Comment: 
Dr. Soong’s observations, as recorded above, were of a somewhat 

casual nature. I did not enter into discussion of the subject with 
him. I do not regard his observations as constituting definite ap- 
proach to the Department with suggestion that we undertake now dis- 
cussions with China relating to negotiation of a comprehensive, 

modern treaty as provided for in Article VII in the treaty on extra- 
territoriality. I do regard his observations, however, as rather clear 

indication that we may expect an approach from the Chinese Gov- 

ernment in the matter in the reasonably near future. 
It is believed that the Department should give prompt considera- 

tion to the question of what attitude it is most advisable for this 

Government to take, both in reference to the substance of any such 
treaty and to the question of procedure, if and when the Chinese 

approach the Department. 
M[axwe.ti| M. H[aminron | 

*T. V. Soong, Chinese Minister for Foreign Affairs. 
7 See bracketed note, p. 690. 
7On March 10, the Adviser on Political Relations (Hornbeck) gave Dr. Soong 

a collection of modern American treaties of commerce; see Mr. Hornhbeck’s 
memorandum of conversation, p. 769. 
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611.9331/256 | 

The Department of State to the British Embassy’ 

ORAL 

Reference the informal and oral inquiry by the British Embassy 

with regard to the Department’s attitude toward entering into nego- 

tiations for the conclusion of a treaty of commerce with China. 

Shortly after his return to Washington from China some two 

months ago, the Chinese Minister for Foreign Affairs, Dr. T. V. 

Soong, when calling upon officers of the Department, stated that 

he thought it would be well to begin work on a comprehensive treaty 

of commerce between the United States and China such as is en- 

visaged in the recently concluded treaty on extraterritoriality. Dr. 

Soong intimated that he thought that the negotiation of such a 

treaty would require a good deal of time. He requested that he be 
furnished with copies of several of the more recent commercial trea- 
ties concluded by this Government with other Governments. 

Article VII of the extraterritoriality treaty between the United 

States and China provides that “upon the request of either Govern- 

ment” the American and the Chinese Governments will “enter into 

negotiations for the conclusion of a comprehensive modern treaty of 
friendship, commerce, navigation and consular rights”. 

Accordingly, in commenting in reply to Dr. Soong’s observations, 

an officer of the Department stated that he was sure that there would 

be a general willingness here to proceed in the direction of a nego- 

tiation of a new treaty of commerce; that there would in all proba- 
bility be required a considerable period for study and preparation, 
both by the Chinese and by us; and that there would doubtless be a 
period of conversations and comparing of notes, together with ob- 
servation of current political and economic developments before the 
stage would be reached at which formal negotiations might to ad- 
vantage be begun. 

Copies of texts of treaties, as requested by Dr. Soong, were sub- 
sequently supplied to Dr. Soong. 
We have assumed that the Chinese made a similar approach to the 

British Government; and shall be glad to exchange information and 
views with the British Government as further developments occur. 

* Handed on May 6 to the First Secretary of the British Embassy (Hayter) and 
the Commercial Secretary of the British Embassy (Jopson). :
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611.9331/256 

Memorandum of Conversation, by Mr. Woodbury Willoughby of the 
Division of Commeretal Policy and Agreements 

[WasuHineTon,] May 7%, 1948. 

Participants: Mr. W. G. Hayter, First Secretary, British Embassy 
Mr. R. Keith Jopson, Commercial Secretary, British 

Embassy 
Mr. Hornbeck, PA/H 
Mr. Hamilton, FE 
Mr. Willoughby, TA 

On April 22 and again on May 3 Mr. Jopson, speaking informally 
over the phone to Mr. Hawkins (TA),* inquired whether the United 
States was disposed to negotiate, at the present time, a new commercial 
treaty with China. He indicated that the British Government would 
not view favorably a proposal by the Chinese Government to open 
negotiations at the present time and hoped that the United States con- 
curred in this view. Mr. Jopson’s inquiry was discussed with Mr. 
Hornbeck and Mr. Hamilton and arrangements were made for Mr. 
Jopson and Mr. Hayter to call at the Department on May 6 to discuss 
the matter. 

Mr. Jopson opened the conversation by explaining that Dr. T. V. 
Soong, before leaving Chungking last February, had mentioned to the 
British Ambassador there the possibility of beginning work on a 
Treaty of Commerce between China and Great Britain and that the 
subject had been brought up in such a way that the Ambassador inter- 
preted it not as a formal proposal but as a feeler designed to ascertain 
the attitude of the British Government. Mr. Jopson and Mr. Hayter 
explained that their Government questioned the advisability of begin- 
ning negotiations because the future, especially the post-war settle- 
ment, was so uncertain. They raised a question as to whether a com- 
mercial treaty negotiated in the near future might not later be found 
to conflict with the operation of some international organization set up 
under the auspices of the United Nations as, for example, an organiza- 
tion designed to promote international currency stabilization. They 
suggested that some conflict might develop with arrangements imple- 
menting the Atlantic Charter ° and United Nations Declaration ° and 
Article VII of the Lend-Lease Agreements.’ 

‘Harry Hawkins, Chief of the Division of Commercial Policy and Agreements, 
5 Joint declaration by President Roosevelt and British Prime Minister Church- 

Stag donee 14, 1941; Department of State Bulletin, August 16, 1941, p. 125, or 55 

“4 Signed January 1, 1942, Department of State Executive Agreement Series 
No. 236, or 55 Stat. 1600. 
Stan ert of agreement with China, signed at Washington, June 2, 1942, see 56
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Mr. Hamilton recounted the conversations, in so far as they related 
to the proposed treaty, between officers of the Department and Dr. 
Soong since his return from Chungking and a copy of the attached 
typed statement ® was handed to Mr. Jopson and Mr. Hayter. It was 
explained that the statement was informal and should be considered 
in no sense a communication to the British Government. 

Mr. Jopson and Mr. Hayter were told that the Department feels that 
there might be considerable advantages to proceeding with the nego- 
tiation of a new commercial treaty before the end of the war; that the 
commercial provisions of any such treaty that we would negotiate 
would be general in nature and would be similar to the commercial pro- 
visions of analogous treaties with other countries; and that we do not 
perceive how the treaty would conflict with any United Nations organ- 
ization or policies implementing the Atlantic Charter or Lend-Lease 
Agreements. It was pointed out that the preliminary work leading up 
to negotiations, as well as the negotiations themselves, could be ex- 
pected to take a long time. It was, however, made clear that repre- 
sentatives of the Department have indicated to Dr. Soong a general 
willingness to proceed in the direction of the negotiation of a new 
treaty and that we do not expect to “stall” or otherwise delay unneces- 
sarily conclusion of the proposed treaty. 

W [oopsury] W[1LLoveHsy | 

611.9331/257 

The Commercial Secretary of the British Embassy (Jopson) to the 
Adviser on Political Relations (Hornbeck) 

WASHINGTON, June 23, 1943. 

Dear Mr. Hornpeck: On May 7th [6th] you were good enough to 
discuss with Mr. Hayter and myself your projected negotiations with 
China for the conclusion of a treaty of commerce. At that meeting 
you handed us an unofficial memorandum in which you stated that the 
State Department would be glad to exchange information and views 
with the British Government as further developments occurred. 

| We have now received a reply from the Foreign Office to the effect, 
that they are grateful for this undertaking and glad to accept your 
suggestion. 

The Foreign Office ask us to explain that as our treaty practice is 
adapted to our own needs and experience (as no doubt is that of the 

United States Government) it would probably be embarrassing to us 
both if negotiations which we eventually undertake were to be preju- 
diced by prior commitments of either one of us. In these circum- 

® Supra.
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stances it is of importance that we may rely on the State Department 

to give us due notice of any significant developments and the Foreign 

Office will, of course, for their part, do likewise. 

Yours sincerely, R. Krrru Jopson 

611.9331/257 

The Adviser on Political Relations (Hornbeck) to the Commercial 

Secretary of the British Embassy (Jopson) 

[WasHineron,| July 5, 1948. 

Dear Mr. Jorson: I acknowledge receipt of your letter of June 23 

regarding exchange of information in connection with questions of 
policy and action relating to conclusion with China of treaties of 

commerce. 
It has been the understanding of officers of the Department who 

were parties to the conversation held on May 7 [6] that there was 

reached a consensus of opinion that the matters then discussed might 

most appropriately and to greatest advantage be dealt with infor- 

mally. As was then indicated, we share with you the desire and hope 
that the British Government and the American Government will keep 
each other informed of any significant developments in relation to 
those matters. We are glad to have now the information given in 
your letter under acknowledgment. So far as this Government is 
concerned there have been since the moment of the discussion under 

reference no new developments. 
Yours sincerely, STANLEY K. Hornspeck 

611.9331/267 | | 

Memorandum by the Adviser on Political Relations (Hornbeck) 

[Wasuineton, | November 2, 1948. 

In the course of the informal conversations to which I was a party 
during my recent visit to London, officers of the Far Eastern Depart- 

ment of the BFO ® brought up the subject of negotiating (if and when) 
new commercial treaties with China. [See memoranda of conversa- 

tions held here during the current year with T. V. Soong and with 

officers of the British Embassy on the same subject. ] *° 
My British opposites expounded British official thought on the 

subject in the same terms in which that thought had been communi- 
cated to us here during recent months. I responded by explaining our 

° British Foreign Office. 
Brackets appear in the original.



COMMERCIAL TREATY 715 

thought as it previously had been explained by us here to officers of 

the British Embassy. I mentioned our conversations with T. V. Soong. 

I explained that we have at no time considered it desirable to hold 

the Chinese at arms length on this subject; that we are prepared to 

discuss with the Chinese the possibilities and potentialities of a new 

treaty ; that we make a distinction between “conversations” and “nego- 

tiations”; that we feel that either or both of these procedures would 

involve a protracted period of discussion, etc.; and that we see no 

reason to worry over the question of possible disadvantages which 

might accrue from dealing with this subject before the war is ended 

and peace settlements are concluded. I pointed out that there will 

probably be substantial differences at the outset between what we 

(and the British) would envisage as the desirable contents of a new 

commercial treaty and what the Chinese would envisage; that we 

feel that advantages would probably derive from comparing the dif- 

ferences and trying to bridge the gap while the war effort is still on; 

and that there need not necessarily be envisaged the final concluding 

of a treaty before or until shortly before or shortly after the concluding 

of some at least of the peace arrangements. I said, further, that during 

recent months the Chinese had made no mention whatever of this 

subject; that we had reason to believe that T. V. Soong was having | 

the matter studied by their officialdom; and that I would not be sur- 

prised if when he returns from China he brings a draft. I said that 

our technicians are working on a draft and have made considerable 

progress with it. I added that I should not want to have it happen 

that the Chinese present us with a draft and we be not prepared at 

the same time and immediately to present them with a draft indicative 

of our thought on the subject. I said that I intended when I returned 

to Washington to ask our people to speed up our work on the draft. 

And, I gently hinted that it seemed to me that it might be to their 
advantage were the British to proceed along similar lines. 
My British opposites commented that what I had said brought to 

their minds a number of points which had not theretofore occurred 

to them and that, generally speaking, it put the matter in a new light. 
Further, they said, they would carefully reconsider the subject in the 

light of this exchange of views. 
S[vanuey | K. H[orneecx | 

382545 —57—46



PROTECTION OF AMERICAN LIVES AND PROPERTY IN 
CHINA AND REPRESENTATIONS REGARDING BANDIT 
ATTACK UPON A UNITED STATES ARMY CONVOY IN 
YUNNAN 

393.1163/1247 

Memorandum. of Conversation, by the Counselor of Embassy in China 
(Vincent)? 

Cuunexina, March 10, 1943. 

Present: Dr. K. C. Wu, Acting Minister of Foreign Affairs 
Ambassador Gauss 
Mr. Vincent Oo 

In the course of a farewell call on Dr. Wu,* the Ambassador 
brought to Dr. Wu’s attention the various cases of occupation of Amer- 
ican property which had been and are still a cause of concern to the 
Embassy. Mr. Gauss said that he had taken the matter up with Dr. 
Soong? informally and he wished to bring the matter to Dr. Wu’s at- 
tention in the hope that corrective action could be taken very soon. 
He mentioned five of the outstanding cases and handed Dr. Wu copy 
of an informal memo? which Mr. Horace Smith, Secretary of the KEm- 
bassy, had prepared on the subject. Mr. Gauss said that with the 
approaching relinquishment of extraterritoriality* these cases of 
occupation occasioned him special concern and that he disliked re- 
turning home to have to report that nothing had been accomplished in 
response to the Embassy’s representations. Mr. Vincent invited par- 
ticular attention to the case of occupation by the China Transport 
Company of a building belonging to the Methodist Mission at Chung- 
king. He said that the Embassy itself planned to lease this building 
and urged Dr. Wu to take steps to compel the CTC to remove by April 
1 when the Embassy expected to occupy the building. Dr. Wu said 
that he would forward the matter to the Minister of Communications 
and would do what he could to have the building vacated about 
April 1.5 | 

*Copy transmitted to the Department by the Counselor of Embassy in his 
despatch No. 1013, March 20; received April 16. 

* On March 9, 1948. [Footnote in the original.] 
7T. V. Soong, Chinese Minister for Foreign Affairs. 
SNot printed. 
* See bracketed note, p. 690. 
*This building was duly vacated and after renovation was occupied by the 

American Embassy. 
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Dr. Wu said that he would take measures to obtain the return of the 

various properties to the rightful owners. He remarked, humorously, 

that instructions had been issued to various provincial and district of- 

ficials ordering that foreign property and personal interests should be 
given even greater protection and consideration upon the relinquish- 
ment of extraterritoriality than they had been given heretofore. 

The Ambassador also mentioned to Dr. Wu the various restrictions 

that were placed upon Americans who desired to travel in China. He 

pointed out that an American, he understood, could not obtain author- 

ization to travel in more than two provinces; that in order to obtain 
even this limited authority he must send his passport to the Embassy 
which in turn had to send it to the Foreign Office for the authorization 
and that there was also the matter of obtaining permits from local au- 
thorities to travel. He said that Chinese in America with valid visaes 
could travel about without restriction. Dr. Wu said that China was 
at war. Mr. Gauss said that America was at war also. Dr. Wu said 
that the restrictions were placed upon the travel of foreigners for their 
own protection; that China had been at war for some six years; and 
that conditions were such as to make it necessary to keep some check 
on the movement of foreigners. He stated as his belief that Chinese 
travelers were subjected to greater restrictions than were foreigners 
and that particular efforts were made to facilitate the movement of 
Americans. In conclusion Dr. Wu said however that he would give 
his attention, as the Ambassador had requested, to finding some means 
of simplifying and making less troublesome restrictions on travel. 

In connection with the matter of travel, the Ambassador also men- 
tioned the surveillance to which Americans were subjected by local 
police, gendarmes, and other Government agents. Their private 
affairs were pried into and they were continuously being asked to 
furnish information largely of a personal character. He said that 
such methods in China made a very bad impression on foreigners. Dr. 
Wu said he regretted this and would give the matter his attention. 

J[oHn] C[Arrer] V[INcENT | 

393.1123 /45 

The Chargé in China (Vineent) to the Secretary of State 

No. 1185 CHuNGEING, May 3, 1943. 
[Received May 23.] 

Sir: I have the honor to inform the Department that the Embassy 
has received a report of an incident which occurred on April 4, 1948 
in which Mr. Arthur Mazat and Mr. Francis Derk, American citizens 
of the Seventh Day Adventist Mission, Lanchow, and the Christian
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and Missionary Alliance, Wenchow, respectively, who are currently 
registered with the Consulate General in Kunming, were attacked by 
bandits at Lo Chia Mo, near Feng Shui Lin, on the highway between 
Minhsien and Lintao, south of Lanchow. Mr. Mazat and Mr. Derk 
were taken from their automobile and after being maltreated and 
robbed were detained overnight. The next day they were partially 
recompensed for their losses and were released; it does not appear 
that they suffered any serious or permanent bodily harm. | 

There are herewith enclosed for the Department’s information 
copies of (1) Mr. Mazat’s letter reporting the incident, dated April 
22, 1943,° and received by the Embassy April 28, 1943, (2) the Em- 
bassy’s note to the Foreign Office requesting an investigation of the 
attack, dated May 1, 1943, and (3) the Embassy’s letter of acknowl- 
edgment to Mr. Mazat, dated May 1, 1943.6 Upon hearing of the 
results of the Foreign Office’s investigation the Department will be 
further advised. 

Respectfully yours, JOHN CARTER VINCENT 

[Enclosure] 

Phe American Embassy to the Chinese Ministry for Foreign Affairs 

The American Embassy presents its compliments to the Ministry 
of Foreign Affairs and has the honor to inform the Ministry that it 
has received a letter dated April 22, 1943 from Arthur Mazat, an 
American citizen residing at the Seventh Day Adventist Mission, 
Lanchow, Kansu, which reports the following incident: 

On April 4, 1948 Mr. Mazat, together with Mr. Francis Derk, also 
an American citizen, were attacked by armed bandits at Lo Chia Mo, 
near Feng Shui Lin, on the highway between Minhsien and Lintao, 
south of Lanchow. The automobile in which they were proceeding 
was fired upon and then stopped by a group of bandits numbering 
over a thousand. Mr. Mazat and Mr. Derk were taken from the 
automobile, were bound, and their clothes were torn. They were 
threatened with decapitation, were beaten, and then menaced with 
guns. Finally they were robbed and the windows of their automobile 
were broken. The men were detained overnight and on April 5, 1948 
were released and allowed to proceed after being given an amount of 
money equivalent to only a small portion of the value of the personal 
possessions taken from them. The military commander at Lintao 

*Not printed.
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was informed of the incident, upon their arrival at that place, and 
he facilitated their return to Lanchow. 

Mr. Mazat states that before making the trip the advice and the 
approval of government officials at Minhsien had been obtained. 
Upon the recommendation of those officials the trip had been post- 
poned for ten days and at the time of their departure assurances had 
been given that the highway was patrolled by soldiers for its entire 
length and was safe for travel. One of the bandit leaders is believed 
to have been a former government official at Minhsien named Li. 
Another of the leaders is believed to have been called Fu Shih Ling. 

The Ministry is requested to investigate this matter and to secure 
the apprehension of guilty parties and to obtain restitution of the 
property stolen from Mr. Mazat and Mr. Derk and compensation for 
the damages they have suffered. 

The Embassy would appreciate being informed of the results of 
the Ministry’s action. | 

CuHuNGcgKING, May 1, 1948. 

393,1123/46 

The Chargé in China (Atcheson) to the Secretary of State 

No. 1824 CHUNGKING, July 6, 1948. 
[Received July 24.] 

Sir: Reference is made to the Embassy’s despatch No. 1135 of May 
3, 1943 in regard to an attack by bandits on two American citizens in 

_ Kansu Province with which was enclosed a copy of the Embassy’s 
note to the Foreign Office dated May 1, 1948 on this subject. The 
Kimbassy has now received a reply from the Foreign Office dated June 
24, 1943, a translation of which is enclosed.’ 

It will be noted that in its reply the Foreign Office states that the 
bandits have been attacked by Chinese troops and that when their 
leaders are captured they will be punished according to law but that 
it would be impossible to recover the articles of which the two Ameri- 

cans were robbed. In a further note to the Foreign Office of today’s 
date, a copy of which is enclosed,’ the Embassy requests that, notwith- 
standing the difficulties involved, efforts be made to recover as many 
as possible of the articles taken and the Embassy be notified when the 
principal culprits have been arrested. 

Respectfully yours, Grorce ATCHESON, JR. 

“ Not printed.
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893.00/15151 : Telegram 

The Ambassador in China (Gauss) to the Secretary of State 

Cuunexine, October 21, 1943—1 p. m. 
[Received 2:48 p. m.] 

1993. Consul [at] Kunming °® reports that American military con- 
voy proceeding from Kunming to Wenshan on morning October 16 
attacked by 15 to 20 Chinese bandits; some wearing uniform of local 
militia, at point some 15 kilometers southeast of Ilang. Bandits were 
engaged in looting several Chinese civilian trucks and blocked road 
caused American convoy to halt. Bandits demanded surrender of 
American arms and opened fire inflicting casualties. Fire was returned 
and in ensuing exchange five American officers seriously wounded, two 
bandits known killed and three wounded. Area in which attack 
occurred is under Provincial Government control. Ludden says 
banditry on border of Ilianghsien and Lunanhsien has been rife for 
some time and no effective action has been taken by local magistrates 
to halt it. He states present incident is one of several all less serious 
which have occurred during past few months in areas under Pro- 
vincial Government control southeast of Kunming. 
Ludden has made representations to Provincial Government 

through special delegate [of] Foreign Affairs. He states that he is 
“demanding” that incident be reported personally to Governor with 
a “demand” for immediate investigation and report, apprehension of 
culprits, establishment of responsibility of local officials, adequate 
punishments, apologies from responsible officials, adequate assurances 
against such occurrences in the future and that he is reserving right to 
make further “demands” if deemed necessary by higher American 
authorities. Ludden’s communication was supported by written pro- 
test of Chief of Staff, American Forces, Kunming. 
Embassy is telegraphing Ludden that he should keep Embassy fully 

and promptly informed, that his action in bringing incident promptly 
to attention of Provincial Government for full investigation and effec- 
tive measures for apprehension of bandits is approved, but that he 
should make no “demands” unless and until so instructed and that 
there should be no publicity. 

I am bringing matter orally to serious attention of Foreign Min- 
ister. There has been no publicity here. | 

Gauss 

° Raymond P. Ludden.
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893.00/15153 : Telegram 

The Ambassador in China (Gauss) to the Secretary of State 

CHUNGKING, October 22, 1943—3 p. m. 
, [Received October 22—1: 25 p. m. ] 

2006. Embassy’s 1998, October 21. I called on Soong this morn- 
ing by appointment, informed him of the incident (he said he had not 
previously heard of it) left with him a factual statement marked 
“oral” based on Kunming’s report and said that I had reported to 
the Department that I would bring the matter orally to his earnest 
attention. I said I felt confident I had only to bring this matter to 
his attention to be certain that it would receive earnest attention by 

Chinese Government and prompt and effective measures and that I 
believed it to be one which the Generalissimo ° would wish brought to 
his personal attention. 

Soong said he would bring matter to attention of Government with- 
out delay and to Generalissimo as soon as possible and that I could 
be assured prompt action would be taken. 

Gauss 

893.00/15155 : Telegram 

The Ambassador in China (Gauss) to the Secretary of State 

CHUNGKING, October 27, 1943—4 p. m. 
[Received 4: 08 p. m.] 

2026. My 2006, October 22, 3 p. m. regarding bandit attack on 
Army motor convoy in Yunnan. Foreign Office tells me incident was 
reported to Generalissimo and that National Government has issued 
strong instructions. Consul [at] Kunming reports matter was 
brought to personal attention of Chairman Lung Yun of Provincial 
Government who has charged the magistrates concerned to deal with 
the situation under supervision of a provincial commissioner. Lud- 
den has suggested that on the one hand it would not be difficult to ob- 

- tain punishment of the magistrates by dismissal but on the other hand 
the situation may be used by General Chen Cheng, National Govern- 
ment Commander, to strengthen his position vis-a-vis Provincial 

Government. I believe we should avoid being responsible for any 
such friction if possible and should leave matter as it stands without 
further pressure until sufficient time has elapsed to disclose whether 
authorities are taking effective action to deal with situation. 

Gauss 

* Chiang Kai-shek, President of the Chinese National Government.



(22 FOREIGN RELATIONS, 1948, CHINA 

B93.00/15184 

The Ambassador in China (Gauss) to the Secretary of State 

No. 1765 CuuncEinG, November 3, 1943. 
[Received November 17.] 

Sir: With reference to my telegram no. 2026 of October 27, 4 p. m., 
and previous telegrams, regarding the attack by Chinese bandits on 
an American Army motor convoy near Iliang, Yunnan, and the 
wounding of several U.S. Army officers, I have the honor to enclose 

copy of despatch no. 185 of October 29th, from the Consul at Kun- 
ming, Yunnan, to the Embassy, and a copy of the Embassy’s instruc- 

tion of this date to the Consul.” 
Following the receipt at Chungking of the Consul’s telegraphic 

report on this incident, I called on Dr. T. V. Soong, the Minister for 
Foreign Affairs, and brought the matter to his serious attention, at 
the same time suggesting that it should be reported to Generalissimo 

Chiang Kai-shek. I have since been informed orally from the For- 
eign Minister that the incident was reported to Generalissimo Chiang 
and that strong instructions regarding the matter were issued by the 
National Government to the Yunnan authorities. 

T have instructed the Consul at Kunming to continue to follow this 
case with the Yunnan provincial government and if information is 
not soon forthcoming on the investigation and action ordered by 
Chairman Lung Yun, that he should press firmly but courteously for 
such information as at the instance and under instructions of the 
Embassy, for report to the American Government. — 

Respectfully yours, | C. E. Gauss 

[Enclosure] 

The Consul at Kunming (Ludden) to the Ambassador in China 
(Gauss) 

No. 185 Kunmine, October 29, 1943. 

Sir: I have the honor to refer to my telegrams to the Embassy 

no. 32, October 18, 2 p. m. and no. 35, October 238, 1 p. m.? and to 

enclose for the information of the Embassy a copy of my note ad- 

dressed to the Special Delegate of the Ministry of Foreign Affairs at 

Kunming dated October 19, 1943 and his reply thereto dated Octo- 

ber 25, 1943.78 

It is believed that the essential details of the incident are adequately 

set forth in the enclosures to this despatch. The wounded American 

personnel are still in hospital, but with the exception of Major 

“Latter not printed. 
#2 Neither found in Department files. 
18 Neither printed.
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Pennoyer of the Army Medical Corps, whose upper right arm was 

badly shattered by gunshot, the wounds are not as serious aS was 

thought at first. 

There is no question but that the attack came as a complete sur- 

prise to the Americans who had offered no provocation. The Ameri- 

can party, in charge of Colonel Hutchinson, was composed of addi- 

tional officers, men, and Chinese interpreters en route to join an 

American liaison and instructional group already attached to the 

| Chinese Ninth Army Group at Wenshan. The American convoy 

of three trucks was halted by the obstruction of the road by three 

Chinese civilian operated trucks. Colonel Hutchinson, in charge of 

the American party, dismounted with the intention of offering assist- 

ance in clearing the road, but it became apparent immediately that 

the Chinese trucks were in the process of being bandited by a group 

of armed Chinese. Several of the Chinese approached the American 

trucks and demanded the surrender of firearms and simultaneously 

opened fire, wounding Colonel Hutchinson, who, as he fell, killed 

his immediate assailant and wounded another of the bandits. The 

fight then became general. After approximately twenty minutes 

the bandits were driven off and the Americans withdrew to Iang 

with two trucks, one having been disabled by gunfire. 

The incident first came to my attention on the afternoon of Oc- 

tober 16th, but full details were not available until after the com- 

pletion of an American Army investigation carried out on October 

17th. On October 18th I called on the Special Delegate of the Ministry 

of Foreign Affairs, acquainted him with the details of the incident 

and the findings of the American investigation, and insisted that 

the Provincial Chairman be informed immediately. The Special 

Delegate was in touch with Lung Yun shortly thereafter by tele- 

phone and my official note and Colonel Dorn’s letter, a copy of which 

is also enclosed,‘ were delivered to the Chairman by the office of the 

Special Delegate on the following day. The Special Delegate con- 

ferred with Lung Yun on the evening of October 20th and on October 

21st called on me to acquaint me with the result of his conference 

with the Chairman. 

According to the Special Delegate the Chairman was deeply con- 

| cerned over the incident and had taken immediate steps to effect the 

apprehension of the bandits and had sent a representative to the Post 

Hospital to make inquiry as to the condition of the wounded Ameri- 

can officers. The Special Delegate stated that the magistrates of 
Iliang and Lunan had been severely reprimanded and had been made 
responsible for an investigation of the affair and the apprehension 

of the bandits, but according to Lung Yun’s instructions, their efforts 

* Not printed.
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in this connection were under the personal supervision of the Com- 
missioner of People’s Affairs, Li Pei-t’ien. The Special Delegate 
considered this latter step as being unusual and a reflection of the 
concern of the Chairman. The Special Delegate was of the opinion 
that the magistrates concerned were being continued in office in 
order that they could not avoid responsibility by resignation and he 
is convinced that they will be punished in due course, the weight of 
punishment to be contingent upon the effectiveness of their actions 
in apprehending the culprits in the present incident. 

Immediately following its occurrence, the incident was reported to 
General Stilwell #* and to General Ch’en Ch’eng, commander-in-chief 
of the Chinese Expeditionary Force, by Colonel Frank Dorn, deputy 
chief of staff USAFCBI. Colonel Dorn was informed almost im- 
mediately by the headquarters of General Ch’en that, inasmuch as 
the incident had occurred in an area under the control of the Pro- 
vincial Government, there was nothing that the Expeditionary Force 
could do and it was suggested orally by officers of General Ch’en’s 
staff that strong action be taken against the Provincial Government. 

It seemed to me to be apparent that Central Government ofiicials 
here, including General Ch’en, although regretting the wounding of 
American personnel by a lawless Chinese element, were not averse to 
taking advantage of the situation and any American pressure result- 
ing therefrom, further to undermine the position of Lung Yun in 
Yunnan. Needless to say, Colonel Dorn was justifiably incensed at 
the occurrence and in the beginning was prepared to reveal the story 
to American newspapermen here and offer them facilities for its 
transmission abroad. I suggested to him that the threat of publicity 
was an effective instrument in dealing with the case and it was agreed 
between us that for the time being, at least, no publicity would be 
given the affair by Branch Headquarters. Since then Colonel Dorn 
has been acquainted with the contents of the Embassy’s telegram no. 
57, October 21, 5 p. m.** and I believe that General Stilwell has dis- 
approved Colonel Dorn’s suggestion of publicity pending final action 
on the case. In this connection the Embassy will please find enclosed 
a paraphrase of a message received at Branch Headquarters on Oc- 
tober 26th from New Delhi." 

As pointed out in my telegram no. 35, October 23, 1 p. m., the 
effect of the incident on American military personnel here has been 
serious. There has been prevalent for some time among American 
officers and enlisted men a feeling that the Chinese, especially the 
Yunnanese, have been doing little, if anything, to assist the war effort 

* Gen. Joseph W. Stilwell, Commanding General, United States Army Forces 
in China, Burma, and India. 

4% Not found in Department files. , 
* Not printed.
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and the attack on an American convoy, regardless of the fact that it 
was unpremeditated, has given rise to an unfortunate, but under- 
standable, attitude of shoot-first-talk-afterwards. 

As time goes on and offensive preparations develop, American li- 
aison groups will be stationed at a variety of places in the province. 
Five groups are already in the field and additional personnel pro- 
ceeding to reenforce these and the establishment of new groups will 
result in a considerable and almost constant movement of American 
ground force personnel. The movement of such personnel will be 
in accord with the exigencies of the military situation or to meet 
the requests of Chinese commanders in the field and the American 
military authorities deem it impracticable to notify the Provincial 
authorities of such movements in advance. They also feel that inas- 
much as the liaison and instructional program has the approval of 
the highest Central Government military authorities there is no 
reason to notify local authorities of individual movements which are 
a part of the program asa whole. I have informed the Special Dele- 
gate orally of the attitude of the American military authorities in 
this respect and at the same time informed him that I would expect 
to receive a report of the Provincial Government’s investigation of 
the incident and the results of any steps taken to apprehend the 
bandits. I have also intimated to the Special Delegate that the public 
announcement of drastic disciplinary action against the two magis- 
trates involved might well have a salutary effect upon other local 
officials in whose domains there was a tendency toward laxity in the 
maintenance of peace and order and would at the same time have 
the effect of helping to convince American personnel that the incident 
was an isolated one and not necessarily representative of a common 
state of affairs against which elaborate defensive measures would be 
necessary and in the course of which nervous trigger fingers could 
easily lead to future unpleasantness. 

I will take no further action unless so instructed by the Embassy. 
Respectfully yours, Raymonp P. Luppen 

893.00/15192 : Telegram 

The Ambassador in China (Gauss) to the Secretary of State 

Cuunexine, December 4, 1943—4 p. m. 
[Received 5:27 p. m.] 

2325. In Kunming’s airgram A-6, December 1?* monthly political 
review, appears a statement that the trial of the bandits who attacked 
the convoy is drawing to a close and that the provincial chairman has 

** Not found in Department files.
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promised that summary punishment will be meted out to the bandits 
and the delinquent magistrates (Embassy’s despatch 1765, Novem- 
ber 8). This is the first information received by Embassy indicating 
that any of the bandits had been apprehended or that any forthright 
action was being taken in the matter. We are asking Kunming for 
a full report and will expect to telegraph the Department further in 
due course. 

Gauss 

893.00/15212 : Telegrum 

The Ambassador in China (Gauss) to the Secretary of State 

CuunckinG, December 28, 1943—9 a. m. 
[ Received 9:45 a. m.] 

2494, Reference previous concerning bandit attack on American 

convoy. Following is Kunming’s 50, December 25, 11 a. m.: 

“Letter dated December 24 received from Special Delegate to the 
following effect: Although the two bandits captured have been 
found guilty and have been sentenced to be shot, the Provincial Gov- 
ernment has ordered the discharge of the Lunan magistrate for failure 
to destroy the remainder within a given time limit; the newly ap- 
pointed magistrate has been instructed to order his militia to search 
out and exterminate the remaining bandits from time to time to es- 
tablish patrols on the highways. Complete text in translation follows 
by mail.” 

Gauss



OPENING OF NEW AMERICAN DIPLOMATIC AND 
CONSULAR POSTS IN CHINA? 

393.00/14930: Telegram 

The Ambassador in China (Gauss) to the Secretary of State 

[Extract] 

Cuunexine, February 8, 1943—1 p. m. 
[Received February 10—7: 18 p. m.] 

208. An experienced American journalist, recently returned from a 
several weeks’ trip to South China, in the course of which he made stops 
at Kweilin, Changsha, Hengyang, and Kukong,? has made the fol- 
lowing observations to the Embassy in confidence: (1) Both American 
missionaries and Chinese commented on the absence of American rep- 
resentation and activity in the area, indicated the fact that the British 
were relatively quite active. At Kweilin the British have four or five 
men, including a consular officer and a military mission. At Chang- 
sha, the British Red Cross have opened a hospital which now has about 
100 patients and will eventually accommodate 150 when full equip- 
ment arrives. Only charity cases are accepted. Seven British doc- 
tors and 14 nurses with China experience are on the staff. At Kukong 
there are among other[s], a British naval observer, a Secretary of the 
British Embassy, and a British officer of the Chinese Customs. Ob- 
server commented that these British representatives were working to 
recover lost British prestige; that they were not, however, being con- 
spicuously successful ; but that a greater evidence of American activity 
in the area would serve a useful purpose. 

GAUSS 

893.00/14930: Telegram 

The Acting Secretary of State to the Ambassador in China (Gauss) 

Wasuineton, March 5, 1943—8 p. m. 

301. Your 208, February 8,1 p.m. In the light of the informa- 
tion contained in your reference telegram, the Department would 

* Continued from Foreign Relations, 1942, China, pp. 683-696. 
? Chuchiang, Shaokwan, or Shiuchow, on the Canton-Hankow Railway. 
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appreciate receiving your opinion as to the advisability, when per- 
sonnel is available in China, of assigning two Chinese language of- 
ficers to the new Consulate at Kweilin, one officer to remain at Kweilin 
and the other to be available for frequent visits to Kukong, Hengyang, 
Changsha, Nanning, and perhaps other points in that general area. 
In this connection, consideration might be given to the question of 
stationing one officer more or less permanently at Kukong, provisional 
capital of Kwangtung Province, and reportedly a good listening post 
for the general Canton—Hong Kong area. 

It is suggested that you discuss with the military and naval attachés, 
as well as with General Stilwell,’ the question of having military and 
naval observers stationed in or of their making periodic visits to the 
south China area. 

The Department believes that it would be generally advantageous 
that we maintain adequate official representation in the general area 
in question. Furthermore, it would of course be most useful to have 
reliable and current reports on developments in that part of China 
from which hitherto but little information has been forthcoming. 

WELLES 

893.00/14964 : Telegram 

The Chargé in China (Vineent) to the Secretary of State 

| CHUNGKING, March 16, 1948—9 a. m. 
[Received 12:03 p. m.] 

372. The matter raised in Department’s 301, March 5, 8 p. m., has 
been discussed with the Military and Naval Attachés who are both 
desirous of increasing Embassy’s contact with South China area. 
Military Attaché is sending one of his assistants on a trip to Yunnan- 
Indochina border from whence he will travel to Kweilin and Kukong 
for general observation of conditions in the area. Naval Attaché 
plans to send to Kukong an assistant who will if practicable travel 
up to Foochow. He expects to keep one officer more or less contin- 
uously in the coastal area. 

General Stilwell is not in Chungking. I shall discuss the matter 
with him soon but am sure that he will welcome increased Embassy 
representation in the area. 

It has been Embassy’s intention to assign two officers to Kweilin 
with instructions that one of them should spend most of his time 
traveling in the area. A language officer and Richard Service‘ 
would be a good combination. 

*Gen. Joseph W. Stilwell, Commanding General, United States Army Forces 
in China, Burma, and India. _ : 

* Vice Consul at Kunming.
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With regard to officers in the northwest it may develop that inas- 
much as the work within the cities where they are detailed in [és] 
not exacting or voluminous one officer might divide his time between 
Chengtu and Sian, traveling also to adjacent areas, and the con- 
sular officer at Tihua might make periodic trips to Lanchow. This 
arrangement suggests itself because of delayed arrival of officers as- 
signed here. I plan to send Clubb * on to Tihua soon and I may send 
Drumright * on to Sian for a period. 

On its staff in Chungking the Embissy needs two more officers 
experienced in China, preferably with language training, in order 
to function effectively (Commercial and Agricultural Attachés and 
staffs are excluded from this calculation). When these officers now 
on assignment assume their duties this need and needs in outlying 
places will be met and it is hoped therefore that the Department will 
be able to arrange for their early arrival and arrival also of a Consul 
General for Kunming. , 

| VINCENT 

125.0061/270 : Telegram 

The Chargé in the Soviet Union (Dooman) to the Secretary of State 

Moscow, April 1, 1943—noon. 
[ Received 3: 28 p. m.] 

227. The following telegram has been received from Kuibyshev and 
repeated to Chungking. | | 

156, March 29,4 p.m. If you approve please forward to Depart- 
ment (and repeat to Chungking) as Kuibyshev’s 282, March 29, 
6 p. m. 

“Kuibyshev’s 287, March 26,8 p.m. In conversation yesterday Mr. 
Wu,’ representative at Urumchi of the Chinese Foreign Office, who 
accompanied to Moscow the new Chinese Ambassador ® and who is 
returning today to his post, replied in terms of unqualified assent to 
my query whether it would be of advantage to the United States to 
assign to the Consulate at Urumchi a subordinate officer with knowl- 
edge of Russian. Mr. Wu added that it would be most helpful to the | 
Chinese Government if our Government could see its way clear to 
stationing at Urumchi officer well grounded in agriculture and mining 
technology: The Chinese Ambassador made some interesting obser- 
vations which he requested that I communicate orally to the Secretary 
upon my return to Washington.” | 

| Dooman 

°O. Edmund Clubb, Second Secretary of Embassy in China on detail at Lanchow. 
* Everett F. Drumright, Second Secretary of Embassy in China and Consul 

at Kunming. 
* Chaucer H. Wu. 
° Foo Ping-sheung.
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125.385/29 : Telegram 

The Chargé in China (Atcheson) to the Secretary of State 

Cuuncxine, July 21, 1943—10 a. m. 

[Received July 22—12: 35 p. m.] 

1941. The Embassy has received a letter dated June 16, 1943 (a 

duplicate of which addressed to the Secretary is being forwarded by 

pouch) from a committee representing American residents of the 

Foochow district urgently requesting that the Consulate be reopened 

there or at Nanping or some other inland point. The writers point 

out that there are 90 Americans residing in the district plus a number 

in the adjacent Amoy district who could be served by the office; that 

the Foochow British Consulate is still being maintained ; that the new 

situations arising from the abolition of extraterritoriality make[s] 

the advice and assistance of a consular officer most important; and that 

communications with the rest of Free China are very poor (they 

state for example that to make application for a passport and to 

receive a new one takes about 3 months). 

Among others the following considerations also occur to us: (1) 

Foochow, as the only important Chinese port still in the hands of the 

Chinese, is a center of information which should tend to increase in 

importance as times goes on; (2) the Naval Attaché hopes to station 

an observer there and it is probable that there will be other American 

or Allied military and civilian activity in that area in future; (3) the 

Department is now maintaining furnished quarters and office equip- 

ment at Foochow; and (4) the city is far enough from the sea so that 

an officer stationed there would in all probability have ample time to 

evacuate in case of Jap landing. | 

We accordingly recommend that the Consulate be reopened and sug- 

gest that a China Service officer now serving outside China be assigned 

there and that decision whether the Consulate should function in 

Foochow itself or at some nearby place be withheld pending the offi- 

cer’s arrival and making of recommendations in the premises. 

We suggest that if this proposal is approved, the Department select 

for the assignment from the China officers now serving in other for- 

eign countries one who has not previously been stationed in Foochow 

and who may possibly come to Free China with a fresh point of view. 

Alternatively, an additional officer might be assigned to the Embassy, 

thus enabling the post to be filled by detail of an officer from here. 
ATCHESON
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125.385/29 : Telegram 

The Secretary of State to the Chargé in China (Atcheson) 

| WasHINGTON, July 31, 1943—11 p. m. 

1003. Regret not practicable to reopen Consulate at or near 
Foochow now. Please so inform committee mentioned your 1241 of 

July 21. | 
| Hun 

832545—57——47 So : oe 7



CULTURAL RELATIONS PROGRAM OF THE DEPARTMENT 
OF STATE TO PROVIDE TECHNICAL ASSISTANCE TO 
CHINA AND TO FACILITATE GREATER CULTURAL CO- 
OPERATION BETWEEN THE UNITED STATES AND 
CHINA? 

893.64A/18: Telegram 

The Ambassador in China (Gauss) to the Secretary of State 

CHUNGEING, February 1, 1943—8 p. m. 
[Received February 1—1:07 p. m.] 

180. For Cultural Relations. Ministry of Foreign Affairs requests 
on basis of American cultural relations program that an additional 
expert be sent out for service with the Ministry of Agriculture and 
Forestry with the following qualifications: 

An engineer with civil engineering training who has had experience 
in erosion control of large gullies in farm drainage, in individual farm 
irrigation measures, in spreading storm waters over grasslands to in- 
crease pasturage and similar works of erosion control, and soil and 
moisture conservation. Such a specialist should arrive in Chungking 
by March 15, 1943 so as to be ready to go to Lanchow on April1. If 
the services of Mr. Willis Barrett of the Soil Conservation Service are 
available, the Ministry of Agriculture and Forestry would welcome 
him to work in this capacity.? 

Gauss 

811.42793/990 ; Telegram | 

The Secretary of State to the Ambassador in China (Gauss) 

Wasuineron, February 23, 1943—2 p. m. 

264. Embassy’s Despatch 490, June 29, 1942.2 On December 28 
Hollington Tong‘ inquired whether the Department could send to 

China under cultural relations program five experts for the Ministry of 
Information in addition to the two mentioned in reference despatch. 

* Continued from Foreign Relations, 1942, China, pp. 697-727. 
* Willis C. Barrett, hydraulic engineering specialist, arrived in Chungking on 

June 18 to begin work with the Chinese National Conservancy Commission. 
* Foreign Relations, 1942, China, p. 711. 
* Chinese Vice Minister of Information. | 
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New requests were for three journalism professors to teach in a 
school to be established at Chungking by the Ministry; one feature 
writer to travel about China gathering materials for use by foreign 
correspondents, and to train about ten Chinese feature writers; and one 
radio commentator who would advise the Ministry on materials to be 

broadcast. 
On the basis of information available the Department was doubtful 

whether the last two are of sufficient immediate value to justify the ex- 
pense, but considered the supplying of journalism teachers to be an 
outstanding opportunity for service. Funds are available for the 

three teachers. 
Tong was informed it would be necessary for the Department to 

receive a formal invitation through the Foreign Office. He informed 
the Department that he cabled December 30 regarding the new re- 
quests and stating that the Generalissimo ° desired Tong to establish a 
new journalism school. A reply December 31 from Tseng Hsu-pai ° 
appeared to indicate that T. F. Tsiang’ was following the usual proce- 
dure on these requests and that Tsiang believed there was no question 
but that confirmation would be forthcoming if the State Department 

were willing to finance the added experts. 
Tong assumed Tsiang would act upon information already sent. 

Chinese officials here have received over fifty applications for the three 
possible openings. | 

At your discretion please consult appropriate officials regarding 

formal confirmation of request for the professors. 
Hou 

893.01811/187 | 

Memorandum of Conversation, by Mr. Edwin F. Stanton of the 
Division of Far Eastern Affairs *® 

[Wasuineton,| March 1, 1943. 

On February 17, 1943 Mr. Yulin Hsi called on Mr. Hamilton and 
presented a letter of introduction from Ambassador Gauss. The 
Ambassador stated that Mr. Hsi, who for seven years was one of the 

Chinese members of the Shanghai Municipal Council, was proceeding 
to the United States on behalf of the Chinese Government to study 
municipal administration. Mr. Hamilton told Mr. Hsi that he would 
be happy to assist him in any way possible and Mr. Hamilton offered 

5 Chiang Kai-shek, President of the Chinese Executive Yuan (Premier). 
* Director, International Department, Chinese Ministry of Information. 
.™ Director, Political Affairs Department, Chinese Executive Yuan. 
*TInitialed by the Chief of the Division (Hamilton).
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a number of suggestions as to persons who might give helpful 
suggestions. 

Subsequently, Mr. Hsi, who had been introduced to Mr. Stanton 
by Mr. Hamilton, informed Mr. Stanton that he was a member of 
the National Defense Council of the National Government and that 
he had been “instructed by the Generalissimo” to proceed to the United 
States to make a detailed study of municipal administration in this 
country. Mr. Hsi said he planned to remain in Washington for two 
weeks and then to visit New York and other important cities in this 
country. He said he anticipated that this itinerary would take about 
three months and that he would then return to Washington to organize 
the material which he had acquired and would probably return to 
Chungking in about six months time. However, in this connection 
he added that Dr. T. V. Soong ® had told him when he called on him 
last Friday, February 26, that Dr. Soong thought Mr. Hsi should re- 
main in the United States for a longer period in order to make a 
complete and exhaustive study of municipal administration. 

According to Mr. Hsi, his first week in Washington was spent in 
the Library of Congress where he consulted books and publications 
of municipal administration and numerous reports from various 
municipalities in this country. Mr. Stanton arranged for Mr. Hsi 
to call on the commissioners of the District of Columbia Government 
and Mr. Hsi spent an entire week with the commissioners and the heads 
of various departments. He stated that he had learned much from 
his pleasant contacts with these officials. 

It was gathered during the course of the conversation with Mr. Hsi 
that, upon his return to Chungking, he expects to have considerable 
to do with the drawing up of a new Municipal Charter for the city 
of Shanghai. Mr. Hsi is also interested in the problem of price con- 
trol and hopes to have time to make at least a limited study of our price 
control measures in as much as the Generalissimo asked him to look 
into this matter while he was in this country. 

811.42793/1040: Telegram 

The Chargé in China (Vincent) to the Secretary of State 

CuuncEING, March 21, 1943—9 a. m. 
[Received 10: 50 a. m.] 

416. Embassy has learned from authoritative source that in order to 
provide more effective representation in Washington Chinese Foreign 
Office has selected following six Chinese intellectuals to proceed to 

° Chinese Minister for Foreign Affairs. |
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Washington March 27: Li Choh-min, graduate of Stanford and act- 

ing research director of Nankai Institute, contributor to leading 

Chinese publications and member of post-war planning group headed 

by Wang Chung-hui; *® Wu Ching-chao, graduate of and former pro- 

fessor at Tsinghua, now editor Hsin Ching Chi and Chief Secretary 

of Ministry of Economic Affairs; Wu I-fang, president of Ginhlng 

College for women and close friend of Madame Chiang, highly re- 

garded by all observers; Chen Chung-yuan, British University train- 

ing in English literature, now at Wuhan University ; Paul Kuei, Dean 

of Science at Wuhan University, American educated; Y. C. James 

Yen, American educated and leader of mass education movement. 

These persons are said to have been chosen from list of more than 

60 names prepared by Dr. T. V. Soong with view to contacts with 

American intellectual leaders at Washington. 
Dr. John Fairbank ™ comments that this group well chosen for 

getting on with Americans since they are nearest approach to Ameri- 

can ideals and temperament in Chinese scene; that none of group has 

“CC” 22 affiliations or is of importance politically; that with possible 

exception of Wu Ching-chao none has intimate knowledge of matters 

of important policy; and that all are pro-American and should be 

given all support possible in order to improve their position here. 

Despatch follows.” 
VINCENT 

811.42793/1071 : Telegram 

The Secretary of State to the Chargé in China (Vincent) 

Wasuineron, March 31, 1943—8 p. m. 

425. Embassy’s telegram no. 416, March 21,9 a.m. The Depart- 

ment awaits with interest the Embassy’s despatch giving further de- 

tails concerning the sending of six Chinese intellectuals. If the Em- 

bassy believes it would be expedient, the appropriate Chinese author- 

ities might be informed that every effort will be made to make the 

residence in America of these distinguished persons profitable and 

pleasant. | 

In order to avoid possible misunderstanding, however, it would be 

desirable for the Embassy to bring to the attention of the Chinese 

authorities informally the fact that there is little likelihood of these 

10 Wormer Chinese Minister for Foreign Affairs. 

1 Representative in China of the Interdepartmental Committee for the Ac- 

quisition of Foreign Publications, of the Library of Congress, and of the Office 

of Strategic Services. 
2 Chen brothers, Kuo-fu and Li-fu. 
18 Despatch No. 1025, March 24, not printed.
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individuals obtaining air passage for return to China and that all 
forms of transport in that direction are likely to be congested for a 
long time. | 

| Hoi 

811.42793/1077 : Telegram 

The Chargé in China (Vincent) to the Secretary of State 

| Cuunexine, April 7, 1948—noon. 
[Received April 7—11: 18 a. m. ] 

506. Department’s 264, February 23,2 p.m. Embassy has received 
note dated April 3 from Foreign Office transmitting request from In- 
ternational Publicity Department of Ministry of Information for 
services of a feature writer and a radio commentator. Note states 
matter was discussed with Department by Vice Minister Hollington 
Tong now in United States and requests that Department be formally 
notified in order that Tong may take up matter prior to his departure 
from the United States. 

VINCENT 

811.42793/1097 

The Secretary of State to the Chargé in China (Atcheson) 

No. 805 [Wasuineoton,| May 18, 1943. 

The Secretary of State acknowledges the receipt of the Embassy’s 
strictly confidential despatch No. 1025 of March 24, 1943, in regard to 
the designation by the Chinese Ministry of Foreign Affairs of an “in- 
tellectual group” to come to Washington. The comments in this des- 
patch on the persons composing this delegation are of great interest 
to the Department. The group has arrived in the United States. 

The Department has reason to suppose that one purpose behind the 
sending of these leading intellectuals to the United States is to pro- 
mote contacts between them and leaders in various lines of activity in 
the United States, in order that the Chinese Government may obtain 
direct and reliable information concerning all shades of opinion in 
the United States with reference to questions in which China’s inter- 
ests are involved. Such questions would include, for example, par- 
ticipation by the United States in a system of international organiza- 
tion after the war. The apparent desire is to bring about personal 
contacts especially with American leaders who might be thought to 
be antagonistic to international collaboration, including collaboration 

“Not printed, but see telegram No. 416, March 21, 9 a. m., from the Chargé in 
China, p. 734.
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with China. Whether the objective is merely one of acquiring accu- 

rate information concerning prevalent American views in regard to 

international affairs, or includes the influencing of such views in a 

way favorable to cooperation between the United States and China 

is uncertain at this time. 
An offer was conveyed informally by an officer of the Department to 

Dr. T. V. Soong, before the arrival of the delegation to place at his 

disposal the good offices of the appropriate officers of the Department, 

to make the visit of these intellectuals pleasant and profitable. In 

particular, an offer was made to inform learned societies in the United 
States of the impending arrival of these persons, so that contacts could 
be readily established. However, Dr. Soong requested that no pub- 
licity be given to this project until the delegation had arrived and a 

preliminary survey has been made. 
In the confidential conversation already referred to Dr. Soong was 

assured that the coming of these intellectual leaders to the United 
States could not but make a favorable impression and would be re- 
garded as giving a desirable character of reciprocity to the pro- 
gram of cultural relations with China that had been initiated by this 

Government. 

811.42793/12398 

The Secretary of State to the Chargé in China (Atcheson) 

No. 323 [Wasuineton,] June 7, 1943. 

The Secretary of State acknowledges the receipt of the Embassy’s 

despatch no. 989, of March 9, 1948, transmitting a memorandum * 

on the situation in China from the outbreak of the Pacific War. On 

page 10 of the memorandum is a recommendation that the Depart- 

ment give attention to a program of selecting Chinese young men 

with engineering and mechanical experience and of placing them in 

industrial establishments in the United States for training. 

The Embassy is, of course, aware that large numbers of Chinese 

students are already in the United States, of whom many are now 

gaining practical experience in all kinds of capacities from appren- 

tice mechanics to instructors in university faculties. There is a con- 

stant shifting of young people from academic study to remunerative 

work and to some extent in the reverse direction. There are also many 

dividing their time between study and earning their living, some 

being primarily students and others primarily workers. As a result 

the preparation of statistics is extremely difficult. 

* Neither printed. |
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In October, 1942, the China Institute in America published sta- | 
tistics of students receiving aid from the Department of State and 
from agencies represented by the Institute, as follows: 

Students 
Agency Aided 

Department of State . . ........2. 2... .~ «158 
Committee on Wartime Planning. . .........~« «1144 
Tsing Hua University : 

Fullscholarships . . ......2.2.2.2.2.2. «217 
Partial scholarships. . ........... «416 33 

China Foundation . .......2.2.2.2.2.0204.282. 212 
British Boxer Indemnity Board . ......4.2.2.. 15 

Total. 2. 2. 2. 1 2. ww ee ee ee ee we BBY 

Since these figures were published the number of students receiving 
grants from the Department of State has increased to 207. 

As of November 30, 1942, the Institute had listed 1,037 Chinese 
students in the United States. The actual number having some claim 
to that classification is probably nearer 2,000. A directory of “Chi- 
nese University Graduates and Students in America, 1948” published 
by the Institute this spring contains 1,214 names. Of these 267 were 
reported as in training or employed. Probably the number of students 
employed is actually much larger. Recently there have been more 
openings for employment of engineering students than there were 
applicants for such posts. 

It would appear, therefore, that quantitatively the American effort 
in preparing young Chinese to play a part in modern life is still 
very important. It is of special interest that there have been as many 
as fifteen British Indemnity students transferred to this country, be- 
cause during the war they could not advantageously continue their 
studies in Britain. 

In the Embassy’s memorandum in reference there is mention of the 
British program for sending 81 Chinese technicians to Great Britain 
for training in industrial establishments and in the Embassy’s des- 
patch no. 1027 of March 24, 1948, reference is made to a group of 
81 “Chinese students, professors, and apprentices” selected for train- 
ing in England. However, the Chinese Information Committee Bul- 
letin enclosed with the latter despatch states the number as 31 instead 
of 81. It would be of interest to know which of these figures is 
correct. 

The Bulletin referred to goes on to describe how the expense of 
one fellowship and nine scholarships was divided between the British 
Government and the Chinese Ministry of Education. 

** Not printed. | woe. |
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In the case of grants made by the Department to Chinese students 
and professors, no attempt has been made to utilize credits already 
granted to China, nor to invite financial cooperation by the Chinese 

Government. 
It seems possible that there would be some advantage in some such 

plan of joint contributions in the scholarship program as the British 
have inaugurated. However, it does not appear desirable to begin 
any such formal cooperation between the two Governments with re- 
spect to the students now in this country. The immediate need is for 
relief of students left stranded and the utilization of their time to the 
best advantage for their professional development. The financial 
burden is actually being divided between the Department of State 
and the Committee on Wartime Planning, a Chinese Government 
agency, both of which utilize to a greater or less extent the informa- 
tion and facilities of the China Institute in America and thus avoid 
serious overlapping. 

It has been suggested that if and when the Department shall have 
funds available for the bringing of Chinese technical personnel to this 
country for further training the following method might be adopted : 

1. Determine a few fields in which cooperation is proposed, such 
as agriculture, engineering or public health. 

2. Send a representative of the Division to acquaint himself with 
the principal Chinese governmental institutions in the field or 
fields selected, with the leaders in those fields, and with the younger 
personnel. 

3. Consult with the head of a selected institution as to whether there 
is on his staff some young man of exceptional promise who would profit 
by a period of study in the United States. Actually this might best 
be done after the representative of the Department had formed some 
opinion of his own as to the most promising candidate and could tact- 
fully but unofficially influence the selection. 

4, Arrange with the Chinese Government department or service con- 
cerned to do certain things such as: (a) undertaking the support of the 
family of the individual sent, during his absence from the country ; 
(5) payment of travelling expenses within China (between his home 
and the Asiatic port of embarkation) ; (c) agreement with the fellow- 
mp holder as to the position which he would hold on his return to 

ina. 
5. Finally a formal recommendation from the Chinese Government 

of one or more of the individuals already informally agreed upon. 

It has been represented that there would be certain advantages in 
such a system. Only those would be brought to the United States 
who had proved their ability in actual work in China; the fact that the 
Chinese Government was sharing in the expense, and would employ 
the scholarship holder on his return, would help to give assurance 
that he was considered a really useful worker; there would be the 
element of cooperation which the Embassy noted in the British plan.



740 FOREIGN RELATIONS, 1943, CHINA 

This system has given good results when tried by private organiza- 
tions. ‘The Department would be interested to learn whether the Em- 
bassy believes some such plan would be feasible and wise for the 
Department to follow. Ifthe Embassy is favorably disposed, consid- 

eration may be given to the advisability of including provision for 
fellowships of this type in some future budget. 

At the same time it would be of interest to consider whether it would 
be wise to ask the Chinese Government to reciprocate by making avail- 
able some of its experts for service in American institutions. As the 
Embassy will have noted from the Department’s telegram of May 3, 
1948,’ the Harvard-Yenching Institute is inviting a Chinese philolo- 
gist, Mr. 8. S. Ting of Academia Sinica, to come to this country to 
work on a project of that Institute. Such invitations might come 
irom several institutions if the Chinese Government were disposed to 
cooperate. 

In the meantime it would seem that the steps already taken by the 
Department and by the agencies supported by the American indemnity 
funds will compare very favorably with what the British Government 
is proposing to do. 

811.42793/1190% 

Memorandum by Mr. Willys R. Peck of the Division of Cultural 
Relations | 

[Wasuineron,] June 14, 1943. 
_ (1) RO, China Section, feels that there is urgent need at Chung- 
king for a special Cultural Relations officer, preferably a senior For- 
eign Service officer, but if such an officer is not available, for an Aux- 
iliary Foreign Service officer. A Foreign Service officer would be 
preferred for this position, because his knowledge of State Depart- 
ment usage and procedures would make the Department’s relations 
with the cultural relations program in China run more smoothly 
and with less risk of unexpected occurrences, than would be the case 
if a man lacking this background were appointed to the post. The 
Chief of Mission would undoubtedly be able to delegate duties to an 
experienced Foreign Service officer with greater confidence than he 
would feel in the case of a man appointed from outside the Service. 

(2) Some of the special duties awaiting the appointment of a 
Cultural Relations officer at Chungking are described below: 

(3) Haperts. Eleven technical experts are in China or have left 
the United States, and five more are now being appointed. These 

* Not printed. 
* Division of Cultural Relations.
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men, in order to set to work immediately on arrival, should be intro- 
duced by the Embassy to a number of Chinese Government offices 
and certain information should be gathered by the Embassy in ad- 
vance of the arrival of each expert. Dr. Ralph Phillips, animal 
breeding specialist recently wrote in a personal letter to RC: 

“One of the obvious needs, here, is for a man on the Embassy staff 
whose primary and only interest is the Cultural Relations program. 
If the program is to work effectively there should be someone who 
can see that the specialists are properly introduced to the Chinese 
workers and the field of work, and also to see that the needs of the 
specialists are met, in so far as that is possible under present con- 
ditions. At present there is no one at the Embassy who has either 
the time or the interest to give the experts more than passing notice, 
and we are obviously not considered a part of the Embassy organi- 
zation. Even such minor items as stationery become major prob- 
lems out here. Another very useful function that a staff member 
could perform is supplying information on what is really needed out 
here. In my case, for example, such a man could have spent two or 
three days with the Ministry of Agriculture officials and then advised 
you of the type of organization and the facilities available, and also 
the specific kinds of help and information that were needed. This 
information could have been obtained quite easily, and if it had been 
available I would have been in much better position to do the job here. 
As the number of specialists increases, the need for such a man will 
become more acute.” 

(4) Motion Pictures. The Division of Cultural Relations is com- 
pleting the Chinese soundtracks for about thirty reels of motion pic- 
tures and is producing about seven reels of new films for China. 
This work represents an investment of about $20,000. An additional 
70 pictures are planned for the 1944 fiscal year. When the prints 
of the present pictures, numbering about 150, are shipped to China, 
it is essential that an officer of the Embassy should supervise distribu- 
tion. These films are all 16 mm. and cannot be shown in commercial 
theaters. They are intended for schools, clubs, and Government of- 

fices. In South American capitals some Cultural Relations officers 
have achieved a total attendance of 250,000 persons a month for 
American non-theatrical picture shows. Only two or three projectors 
are used in each Latin American country. In China there are at 
least a dozen projectors available. The Embassy has already stated 
that motion pictures can serve as a very useful form of influence. 
(5) Iicrofilm. The distribution of microfiims has been at least a 

half-time job for John Fairbank. He is expecting to leave for the 
United States shortly. An officer of the Embassy must be assigned 
to take over these duties. | | 

(6) Cooperation between Chinese and American Societies. The 

building of cooperation between Chinese and American professional
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and scientific groups should be stimulated by a Cultural Relations 

officer in Chungking. American medical societies, engineering socie- 

ties and agricultural bodies are already extending assistance to cor- 

responding groups in the other American republics, in cooperation 

with this Department, but at no cost to the Government except for 

the occasional use of the pouch. RC believes that this building of a 

community of interest by the Chinese and American doctors, scien- 

tists, and engineers will reinforce the past benefits of American educa- 

tion acquired by Chinese, and will serve to counteract the tendency 

of some Chinese toward an isolationist attitude. 

It is the hope of the China Section that funds will be available 

with which to send to China three American citizens of high academic 

standing to promote general cultural relations activities. These men, 

however, will spend most of their time traveling to educational cen- 

ters. It is essential that there be an officer residing in Chungking to 

look after day to day operations and to serve as informal liaison with 

the branches of the Chinese Government concerned. 

(7) If FE™ approves the designation of a Foreign Service officer 

as Cultural Relations officer at Chungking, the China Section will be 

glad to discuss with FE the selection of a candidate and subsequently 

to take up the matter with FP.” 

811.42793/1228 : Telegram 

The Secretary of State to the Chargé in China (Atcheson) 

WASHINGTON, June 25, 1943—midnight. 

807. Funds have been requested and may possibly be available July 

1 for sending 3 American professors to China for 1 year. The 

Department is tentatively considering the appointment of George 

Cressey, professor of geography at Syracuse University, to fill the 

first position. His assignment would differ from that of his two 

colleagues. He would be expected to act as field representative of the 

Division of Cultural Relations to make the program more effective 

among educational groups; and to recommend to the Department 

measures for the improvement and the development of the program. 

He might be asked to cooperate with Needham” in aiding Chinese 

scientists. 

Cressey’s effectiveness would depend largely upon the welcome 

that would be accorded to him in Chinese official and educational 

circles. The Embassy is requested, at its discretion, to institute in- 

1 Division of Far Eastern Affairs. : 
® Division of Foreign Service Personnel. a 

Chi Joseph Needham, member of British Cultural and Scientific Mission to
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quiries with regard to his acceptability among these groups. If 

acceptable an appointment to Academia Sinica parallel to Needham’s 

might prove advantageous. 
HULL 

811.42793/1360 

The Ambassador in China (Gauss), Temporarily in the United States, 

to the Adviser on Political Relations (Hornbeck) 

Lone Bracu, Carirornia, July 1, 19438. 

Dear Dr. Horneeck: Mr. Vincent 2? brought me from Chungking 

the attached letter (with enclosures) ** from Tseng Yang-fu, Minister 

of Communications, who is developing a plan for the technical train- 

ing in the United States of a number of Chinese engineers and fore- 

men for China’s post-war reconstruction program. 

Tseng Yang-fu, who is very much of a live-wire and at the same 

time rather an astute politician, spoke to me of this matter some time 

before I left Chungking. I expressed keen interest in the project 

and suggested that he work out his proposals and then discuss them 

with me and with Dr. Victor Hoo, Administrative Vice Minister of 

Foreign Affairs, who was present as a guest at my tiffin party for 

Tseng. 
At this conversation, I managed to make a casual inquiry as to how 

Tseng’s plan was to be financed. He stated then that he proposed 

that it be financed by the Chinese Government; but examination of 

the proposals made in the attached letter shows that he now proposes 
that the scheme be financed by American industry; that is, the engi- 
neers and foremen are to bear the cost from their “wage compensa- 
tion”. I do not believe he has reference to their wage compensation 

in China; it would not be adequate for any such purpose. 

I believe that Tseng’s proposals should have careful study with a 

view, if possible, to some arrangement whereby we can offer this 

technical training in the United States for Chinese engineers and 

leading hands. If we do not take them in the United States, the 

Chinese will look elsewhere. 
The problem involves not only the cooperation of American in- 

dustry, but the question of finance; and also the question of immigra- 

tion regulations and the attitude of American labor unions. It is 

perhaps unfortunate that this question comes up just at a time when 

Chinese immigration restrictions ** are to the fore in the United 

States, but we should have to face this problem sooner or later. 

22 John Carter Vincent, former Counselor of Embassy in China; appointed 

Assistant Chief of the Division of Far Eastern Affairs, August 21, 1943. 

* None printed. 
* Hor correspondence regarding repeal of Chinese Exclusion Laws, see pp. 769 ff.
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As I do not expect to be in Washington for another month, it seems 
desirable that I send Tseng’s letter on to the Department so that the 
matter may be studied in advance of my arrival there, and so that I 
may be able to take back some word to Tseng when (and if) I return 
to Chungking. 

I should add this: Tseng’s letter does not indicate that his plan has 
approval of the National Government; and he puts his proposals for- 
ward with a request for “comment and suggestion”. This is typical 
of Tseng; he is not inclined to proceed “through channels”, and he 
seeks to put matters through by himself. I had hoped that when he 
had formulated his ideas he would discuss them with the Foreign 
Office (and the Executive Yuan) and the proposals made to us would 
have National Government blessing. I commented to Tseng that I 
had noticed from our passport reports that Dr. Wong Wen-hao, the 
Minister of Economics, was from time to time sending some of his 
men, as government officials, to the United States, for special training 
in American plants. It was my intention to look into this matter 
“diplomatically” and see just what Dr. Wong had worked out. I am 
inclined to believe that his men (I recall that they came principally 
from the National Resources Commission, which is part of the Minis- 
try of Economics) have been “placed” in the United States through 
T. V. Soong and China Defense Supplies. 

I feel that we should give all possible support to Tseng’s project, 
but I doubt whether American industry is going to be willing to finance 
it, and I would prefer to avoid the difficulty regarding immigration 
regulations and our American labor unions by having these people 
come under Government status, without “compensation” from in- 
dustry. It would of course be an expensive measure if we had to— 
finance it (say $1,000,000 a year if each person were allowed $2000). 

However, the problem should be studied, and I am therefore send- 
ing it on to you in advance of my return to Washington. 

Very sincerely yours, | C. E. Gauss 

811.42793/1286 : Airgram 

The Chargé in China (Atcheson) to the Secretary of State 

Cuunexine, July 22, 1948—12 noon. 
[Received August 44 p. m.] 

A-19,. According to recent Chinese press reports which have been 
confirmed by Chinese officials a plan has been submitted to the Execu- 
tive Yuan by the Ministry of Education for sending one thousand 
Chinese students each year for the next five years to the United States 
and Great Britain. Informed sources state that 700 students will be
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sent to the United States and 300 to Great Britain each year under 

this plan. Of this number 500 are to be chosen by examination and 
500 are to be appointed by institutions, with the approval of the 
Ministry of Education. Those appointed are generally to be older 
persons up to the age of 40 and will include professors, who must have 
engaged in study within the previous 15 years, and government offi- 
cials. Students to be eligible for examination must have graduated 
from college within two years previously or must be among the first 
three in recent graduating classes. Government officials will be drawn 
from the Ministries of Economic Affairs, Communications and Agri- 
culture and Forestry and from the National Health Administration. 
Women will be eligible for examination and appointment. All ex- 
penses will be paid by the Chinese Government and students are to 
be sent for two-year periods, subject to extension. 

The project has arisen from the lack of trained technical person- 
nel in China and the anticipated needs for the post-war reconstruction 
program. An informed Chinese states that at the beginning of the 
Sino-Japanese war, the Chinese Government adopted a policy of dis- 
couraging the sending of students and technicians abroad on the 
ground that their services were needed in China. It subsequently 
developed that through the deterioration of Chinese university stand- 
ards during wartime the caliber of Chinese graduates was lowered 
and trained technical personnel became inadequate. 

Dr. Wang Shih-chieh, Secretary General of the People’s Political 
Council and of the State Planning Board, is reliably reported as hav- 
ing urged that 30 per cent of the students to be sent abroad under 
the plan should be in the social sciences but a member of the Execu- 
tive Yuan states that approximately 80 per cent of the students will 
be in technical fields. 

A qualified foreign observer views the insistence upon such a large 
number of technical students as a bid by the CC clique for a share 
in the Chinese post-war industrialization and technological develop- 
ment. This observer feels that the National Resources Commission 
and the Ordnance Department include most of the technical skill 
needed for Chinese industrialization; that the weakness of the CC 
leaders has lain partly in their lack of technicians capable of build- 
ing a new China; and that this program represents their effort to 
achieve a dominant position in post-war development. An informed 
Chinese source takes a similar view but feels that the Chung Hsueh 
Hsi group (so-called Political Science group) has too strong a hold 
in the technical field through Dr. Wong Wen-hao, the National Re- 
sources Commission and industrial plants under his control to lose 
its leading place in the economic development of China. While Tseng 
Yang-fu, Minister of Communications, is a member of the CC group,
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the technicians of his Ministry are said by this Chinese to be followers 
of Dr. Wong. 

The Embassy feels that this plan which is expected to receive the 
approval of the Executive Yuan offers an opportunity to the Division 
of Cultural Relations to accomplish an effective extension of its 
cultural relations program for China. Plans could be made to bring 
to the appointees an appreciation of the American way of life and a 
personal interest could be taken in them which would make their stay 
in the United States more than a pure study of technical subjects. 
Only a small number of students may be expected to be sent this year, 
full effectuation of the program to be achieved in 1944. 

ATCHESON 

893.00/15097 

Lhe Chargé in China (Atcheson) to the Secretary of State 

No. 1416 Cuunexine, August 2, 1948. 
[Received August 21.] 

Sir: There is enclosed a copy of a memorandum ” prepared by 
Dr. John K. Fairbank, a former member of the faculty of Harvard 
University and the Chungking representative of the Inter-Depart- 
mental Committee for the Acquisition of Foreign Publications, on 
the subject of the organization and present condition of the Central 
Political Institute. The memorandum may be summarized as follows: 

The Central Political Institute, which is situated about 10 miles 
south of Chungking, is under the direct control of the Kuomintang, 
and graduates enter the government service without further examina- 
tion. The Institute has a present enrolment of approximately 1500 
students and is divided into the three following divisions: 1) The 
College, which offers courses in Politics and Law, Economics, and 
Diplomacy ; 2) The Civil Service Division, whose graduates are guar- 
anteed government posts in the civil service by law and thus have a 
more secure legal status than the graduates of the College whose gov- 
ernment posts are guaranteed only by the Kuomintang; 3) The Tech- 
nical Division, which is divided into the four sections of journalism, 
Asiatic languages, land administration, and statistics. It is reported 
that the annual budget of the Institute is CNC $15 million, while the 

Academia Sinica and the National Southwest Associated University 
in Kunming (the leading educational institution in China) receive in 
the neighborhood of only CNC $2 million each. 

Students may enter the Institute either by competitive examinations 
or by recommendation by the provincial commissioners of education 

** Not printed. |
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and are provided without charge food, lodging, uniforms and spend- 
ing money. The faculty is composed of about 50 persons and is headed 
by General Chiang Kai-shek in the capacity of Chancellor of the 
Institute. Close relations with the Generalissimo’s headquarters are 
indicated by the fact that the section of the Headquarters which deals 
with personnel and is headed by Mr. Chen Kuo-fu, one of the two 
leaders of the reactionary C—C clique, is located at the Institute, so that 

| Mr. Chen is in intimate touch with the personnel passing through the 
Institute. 

Dr. Fairbank is of the opinion that the background of the group of 
faculty members whom he met on a recent visit to the Institute was 
decidedly continental European, and he states that they acknowledged 
that “continental administrative systems seemed to hold more for a 
country like China than the Anglo-Saxon systems”. The Vice- 
Chancellor of the Institute, Dr. Ch’eng T’ien-fang, nevertheless ex- 
pressed much interest in post-war educational relations with the 

United States, and the Institute appeared to be desirous of sending 
men to the United States for training in administrative interneeships. 
Although the Institute does not appear to Dr. Fairbank to be staffed 
by men of great ability, he feels that it is in a key position and is not 
necessarily hostile to the United States. 

Dr. Fairbank feels that a preference for continental rather than 
Anglo-Saxon administrative systems is understandable in those who 
may be interested in building up a widespread bureaucracy under 
centralized control. The Institute may, therefore, be viewed as one 
more aspect of the efforts of the Kuomintang leaders to extend their 
control over all phases of activity in China.” 

Respectfully yours, GrEorGE ATCHESON, JR. 

811.42793/1360 ee 

The Secretary of State to the Ambassador in China (Gauss) 

No. 406 [WasuHineton,] September 27, 1943. 

The Secretary of State refers to a letter dated July 1, 1943, addressed 
to Mr. Stanley K. Hornbeck, Adviser on Political Relations, by the 

7°In a memorandum dated September 24 to the Division of Cultural Relations 
the Assistant Chief of the Division of Far Eastern Affairs (Vincent) stated: 
“Mr. Fairbank’s memorandum transmitted by Chungking’s despatch no. 1416 
of August 2, 1943 is especially interesting. The Central Political Institute, of 
which he writes, and the Central Training Corps in Chungking where officials 
of the Government undergo a rigorous training in Kuomintang precepts, form the 
basis of a system of party control in the future which does not augur well for 
the development of democratic methods.” Mr. Vincent took the occasion to 
make reference to “the matter of the assignment of an attaché to Chungking to 
handle cultural or educational relations” and to urge that “Mr. Fairbank would 
be an excellent choice.” : 

332545—57——48 re
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Ambassador on his recent visit to the United States, which trans- 
mitted for the Department’s information a letter *’ written to the 
Ambassador on May 14, 1943 by Mr. Tseng Yang-fu, Chinese Min- 
ister of Communications, elaborating a plan for the sending of five 
hundred technicians annually for training in the United States. The 
Ambassador will recall that Mr. Tseng stated that he had written 
to the Vice President * and to the Secretary of Labor,” likewise, “to 
canvass their support”, and that the whole subject was discussed with 

the Ambassador by officers of the Department. 
The Department is informed that replies have been, or will be, 

sent by the Vice President and the Secretary of Labor, informing 
Mr. Tseng of their general approbation of his plan. 

Since the date on which this matter first came to the Department, 
additional information regarding the desire of the Chinese Govern- 
ment to train technicians in the United States has been received. 
Particular reference may be made to the Embassy’s airgram no. A-19, 
of July 22, 12 noon, concerning a plan submitted to the Executive 
Yuan by the Ministry of Education for sending seven hundred tech- 
nical students annually to the United States over a five-year period. 

The American Government would welcome the training in the 
United States of Chinese technicians for service in China in the 
period of reconstruction after the war, and would afford all such 
assistance in connection therewith as might be desired and might be | 
possible and appropriate. The Embassy is authorized to inform the 
Chinese Government of the attitude of the American Government in 
this connection at such time and in such manner as the Ambassador 
deems advisable. 

In addition to large scale plans for the training of Chinese tech- 
nicians, such as the two specifically mentioned in this instruction, 
there are in prospect, or in actual execution, plans on a small scale 
for the training of Chinese in the United States in the various tech- 
nical fields of communications and industry. It is probable that 
the administration of these various projects will be systematized 
under some over-all plan. 

In view.of the circumstances, therefore, the Department believes 
that it would not be advisable to assume that the plan set forth in 
Mr. Tseng’s letter of May 14, 1948, 1s in its final form, nor to attempt 
any definite measures for its execution as it stands. If the Ambas- 
sador should have occasion to discuss this project further with Mr. 
Tseng, the Department suggests that he inform Mr. Tseng concerning 
the attitude of the American Government as described in the fourth 

7 Not printed. = 
*° Henry A. Wallace. 
*” Frances Perkins. oe
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paragraph of this instruction, and inquire whether the Chinese Gov- 

ernment has in mind a comprehensive plan for the training of Chinese 

technicians in the United States that would include technicians in 

other fields, as well as communications. | 

811.42793/1286: Airgram 

The Acting Secretary of State to the Ambassador in China (Gauss) 

WasHinctTon, October 2, 1948—6 p. m. 

A-87. Embassy’s A-19, July 22,12 noon. Investigations made by 

the Department disclose that seven agencies of the Chinese Govern- 

ment have formulated plans for the training of technicians in the 

United States. These plans are in various stages of realization. The 

Department, the Lend-Lease Administration and other agencies of 

this Government that have been appealed to for assistance or approval 

have been very cooperative. T. V. Soong as Director of China De- 

fense Supplies has set up a committee to serve as a sort of clearing 

house for these various projects. In this Government the Depart- 

ment’s Division of Cultural Relations is acting in this capacity. So 

far as present training plans have prospects of successful execution, 

there would seem to be no reason to alter them. In general they are 

part of the war effort. 

The new training program seems to the Department calculated to 

bring substantial benefit to China and the United States and to their 

relations with each other provided adequate preparations are made in 

advance. For example, it seems desirable to provide for this project 

a supervisory agency in the United States staffed by competent Chi- 

nese officials and with perhaps one experienced American personnel 

specialist as consultant. Such an agency would be essential to keep 

records and provide contact with Government and private organiza- 

tions in relation to the fourteen hundred trainees who would be pres- 

ent in the United States at any one time. A rough estimate of the 

probable cost of the project would be for each of the thirty-five hun- 
dred men, transportation to and from the United States $2,000, trans- 
portation in the United States $200, initial equipment $250, subsist- 
ence in the United States $2,400, and for a supervisory oflice at $75,000 
per annum for six years, $450,000, giving a total of over seventeen 
million dollars. Providing for unexpected expenditures and possible 
expansion, a tentative total estimate would be twenty million dollars 
over a period of six years. It may be the intention of the Chinese 
Government to appropriate annually the funds necessary to conduct 
the enterprise, but the Government might prefer to allocate the entire 
sum in advance. The Department has received a letter from the
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Secretary of the Treasury ® stating that the Treasury Department 
would agree to a request from the Chinese Ministry of Finance if such 
a request were made that the sum of twenty million dollars be ear- 
marked from the five hundred million dollars financial aid allotted to 
China by the agreement of March 21, 1942 * which provides in part 
that the credit shall be used to “effect further social and economic 
measures which promote the welfare of the Chinese people”. 

While the Department wishes to extend every appropriate assist- 
ance to the Chinese Government in carrying out the plan set forth in 
the Embassy’s A-19, it would prefer that the execution of the plan 
should rest upon the initiative of the Chinese Government and its 
agencies in China and the United States. The Chinese might be sen- 
sitive, for example, in regard to any seeming dictation in the use of 
their credit. The Department suggests that the best approach would 
be for the Embassy to convey informally to an official of the Executive 
Yuan the information that this Government would welcome official 
notification concerning this plan the existence of which has been pub- 
lished through the press and would be glad to respond to the notifi- 
cation with an offer of assistance. ‘The two suggestions concerning a 
supervisory agency and the possible utilization of credits may be con- 
veyed in any way the Embassy regards as most tactful. 

BERLE 

811.42793/1403 : Airgram 

The Ambassador in China (Gauss) to the Secretary of State 

CuuUNGEKING, October 7, 1948—noon. 
[Received October 27—5 p. m.] 

A-69. Reference Embassy’s A-19, July 22, 12 noon. Plans for 
sending a large number of students to the United States and England 
have reportedly now been almost completed, although not yet officially 
announced, and provide for twelve hundred students of technological 
or managerial subjects. (Original plan called for approximately ten 

_ percent to study social sciences or humanities.) Eight hundred are to 

be sent to the United States and 400 to Great Britain, the majority 
to remain for two years. Selections are to be made by the Ministries 
of Education, Communications and Economic Affairs in numbers of 

700, 800 and 200 students, respectively, approximately ten percent to 
be appointed by concerned ministries and the remainder selected by 
competitive examination. All are to receive a period of political in- 
doctrination (presumably in the Central Training Corps) before 

* Henry Morgenthau, Jr. 
*1 Winancial aid agreement, signed at Washington, March 21, 1942, Department 

of State Bulletin, March 28, 1942, p. 268.



CULTURAL RELATIONS PROGRAM 7ol 

going abroad and those concerned with industries will spend some 

time in industrial plants. 
A qualified foreign observer comments that the complete exclusion 

of students in fields other than technical and managerial and the in- 
sistence upon placing Chinese students in the West almost entirely 
on a technological level fit into two patterns: (1) the century-old 
doctrine of “Western studies for use, Chinese studies as the base”, 
which is reflected in China’s Destiny,? and (2) the practice of 
totalitarian powers to use education for technology and technology for 
the service of the state. This observer raised the question with an 
official of the Executive Yuan of a more balanced program which 
would train a few Chinese students in the ideas, arts, letters and social 
studies of the West, and he received the answer that the direct offer 
by American universities of their own scholarships for study in the 
United States to the Chinese academic public by competitive examina- 
tion (written and oral), without reference to the Ministry of Educa- 

tion, would be entirely feasible. 
It is suggested that the Department may wish to consider the ad- 

visability of having the Cultural Relations Division take up in- 
formally with leading American universities the question of scholar- 

ships of this type. 
Gauss 

811.42793/1339 

Memorandum by Mrs. Wilma C. Fairbank and Mr. Willys BR. Peck of 
the Division of Cultural Relations * 

[Wasnineton,] October 12, 19438. 

Description oF Dr. Cressey’s Duties In CHINA 

1. Dr. Cressey’s primary duties will be to visit Chinese universities 

when invited to do so, to give lectures and attend conferences. The 
lectures will include those on general intellectual developments in 

the United States and those of a professional character on Dr. 

Cressey’s special field, geology and geography. In his lectures and 
conversation[s} he will place emphasis on the value of academic free- 

dom, intellectual integrity, and on the wide dissemination and appli- 

cation of knowledge. It is believed that this will stimulate the morale 

of educators and students. It will probably prove advantageous to 

2 The title of a book written by Generalissimo Chiang Kai-shek. 7 

% Drawn up at a conference held on September 28; in addition to Mrs. Fairbank 

and Mr. Peck the following, also of the Division of Cultural Relations, were 

participants: Ralph E. Turner, Paul Meyer, William H. Dennis, and George B. 

Cressey. Copy of memorandum was transmitted to the Ambassador in China 
with instruction No. 450, November 17, not printed. In its instruction, the 

Ceneent requested the cooperation of the Embassy in China with Professor
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visit educational centers for a week or two, rather than for a few days 

only. 
2. Dr. Cressey will carry a letter from the American Academy of 

Sciences to the Academia Sinica, and he should establish close rela- 
tions with the latter institution, one reason for this being that it will 
facilitate his receiving invitations to lecture, the arranging of travel 

permits, etc. At the same time, his relations with the Academia Sinica 

should not be so close as to place him in a position of partisanship in 

respect to any difference between the Academia Sinica and the 

Ministry of Education. 
8. The objectives of the cultural relations program were discussed 

and it was recognized that Dr. Cressey’s relations in China would fall 

into two general categories, firstly, relations with the Ministry of 
Education and with other branches of the Chinese Government as the 

political agency of the country, and secondly, with educational and 

strictly cultural institutions. These relations should, when possible, 

be made to serve the object of strengthening a disposition toward 

democratic ways of thinking where it exists and of persuading toward 

such ways of thinking those agencies and individuals who may be 
thinking in another direction. It is hoped that the net result will 

be to strengthen the universities and professors who believe in those 

educational and international ideals in which we, as Americans, also 

believe. 
4, Since the cultural relations program is a program of service 

to China as a whole, the smaller and more isolated institutions, which 
have few foreign contacts, should be assisted as well as the leading 

schools. The preparation of an itinerary must await Dr. Cressey’s 
arrival at Chungking, but it may include travel as far east as Fukien 

or northwest to Sinkiang. | 
5. As a by-product of Dr. Cressey’s work, he should prepare a 

critical evaluation of all Chinese universities in terms of faculty, 

equipment, students, and needs; and likewise of scholars in several 

fields, especially geology and geography. . 
6. Since the cultural relations program involves reciprocity, one 

of its objectives is to strengthen American scholarship in respect to the 
Orient. While Dr. Cressey does not plan to engage in field work in 
his own profession of geography and geology, he will nevertheless 

give his attention to this field as opportunity offers, but only to the 
extent that it does not result in interference with the cultural relations 
program in general. _ 

(. The geographic and geologic interests of Dr. Cressey have led 
him to study post-war economic planning for China and to a consid- 

eration of the larger questions of geostrategy, sometimes called geo- 
politics, in Asia, which have resulted in his forthcoming book and in 

official studies made for the Office of the Geographer of the Depart-
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ment of State. These studies deal with the distribution of people, 
land, agriculture, minerals, and topography as they relate to plans 
for communications, industry, and national welfare. His familiarity 

with Soviet developments has point here. 
Since these questions have political implications, it is expected that 

Dr. Cressey, in studying them and lecturing about them on appropriate 
occasions will use great tact and will discuss his plans with the 
American Embassy in advance. His status as a Visiting Professor 
with respect to public statements is somewhat intermediate between 
that of a University Professor with full academic freedom and a 
Foreign Service Officer. ee 

8. Dr. Cressey will be away from Chungking for lengthy periods 
and it will, therefore, be impossible for him to perform many admin- 
istrative duties. Nevertheless, it is requested that he constantly bear 
in mind the present and prospective cultural relations program with 
China and India and that he give his advice to the Division of Cul- 
tural Relations in regard to the program; points in which his opinion 
and advice would be useful would include the effectiveness of 
microfilm, exchange of students and faculty members, the needs of 
universities, etc. | 

811.42793/1409 | | 

The Ambassador in China (Gauss) to the Secretary of State 

No. 1692 CuuncKING, October 18, 1943. 
oO [Received November 6. ] 

Sir: I have the honor to enclose a copy of despatch No. 156 of Sep- 

tember 13, 1948, together with enclosures,** from the Secretary at 
Chengtu * on the subject of the precarious position of Christian col- 
leges and their importance in Sino-American cultural relations. 

Summary of Despatch. The cumulative effects of unchecked infla- 
tion in China coupled with the ridiculously low exchange rate for U. S. 
dollars have placed the twelve Christian colleges which are actively 
functioning in free China in a precarious financial condition, and if 
means are not found to alleviate the situation several of these institu- 
tions may be forced to discontinue operations after the close of the 
present scholastic year. While Christian colleges are receiving ap- 
proximately 35 times as much Chinese currency as they were receiving 
in 1936-1937, this currency will purchase only 17 per cent of the goods 
and services which were purchased before the war with their greatly 
reduced incomes. Mr. Smith is of the opinion that any serious curtail- 
ment of the work of the Christian colleges at this time would be of di- 
rect concern to the American Government and he suggests that the 
Division of Cultural Relations reexamine the possibility of utilizing 

* None printed. | 
*® Horace H. Smith, Second Secretary of Embassy in China.
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these institutions to a greater extent and consider whether some official 
action might be taken to prevent the curtailment of their activities. 
If a more favorable readjustment of the official exchange rate 1s not 
possible, he suggests either direct aid through financial support of 
worthy projects of the colleges or indirect aid through the inclusion of 
these institutions in any reverse lend-lease arrangement that may be 
proposed. 

Respectfully yours, C. E. Gauss 

893.014 /189% 

Memorandum Prepared in the Department of State 

[ WasHINGTON, | October 28, 1948. 

TECHNICAL EXPERTS SENT TO CHINA UNDER THE CULTURAL RELATIONS 
PROGRAM OF THE DEPARTMENT OF STATE 

Agricultural 

Dr. Walter C. Lowdermilk, 
Assistant Chief, Soil Conservation Service, 

United States Department of Agriculture. 
Dr. T. P. Dykstra, 

Principal Pathologist (Potato Breeding), 
Bureau of Plant Industry, 

United States Department of Agriculture. 
Professor Ray G. Johnson, 

Head, Department of Animal Husbandry, 
Oregon State College. 

Dr. Ralph W. Phillips, 
Principal Animal Breeder, 

Bureau of Animal Industry, 
United States Department of Agriculture. 

Dr. E. A. Tunnicliff, 
Associate Veterinary Pathologist, 
Montana State College. 

Dr. Donald V. Shuhart, 
Senior Technician on Soil Erosion, 

Soil Conservation Service, 
United States Department of Agriculture. 

Communications 

Mr. Omar C. Bagwell, 
Member of the Executive Staff, 

International Telephone and Telegraph Company, 
New York, New York. 

(Former Chief Engineer, Madrid, Spain.)
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Cooperatives 

Dr. W. Mackenzie Stevens, 
Dean of Commerce, 

University of Maryland. 
Mr. John R. Lyman, 

Business Executive, St. Louis, Missouri. 
(Formerly Small Business Statistician, Department of Commerce) 

Engineering Professors 
Mr. P. B. Eaton, 

Head, Department of Mechanical Engineering, 
LaFayette College. 

Mr. F. N. M. Brown, 
Head, Department of Aeronautical Engineering, 

Notre Dame University. 
Mr. F. O. McMillan, 

Head, Department of Electrical Engineering, 

Oregon State College. 

Hydraulic Engineering 

Mr. Willis C. Barrett, 
Supervising Engineer, Imperial Valley Irrigation Works, 

El Centro, California. 

(Formerly Consultant, Fukien Construction Bureau, Foochow) 
Mr. John L. Savage, 

Chief Designing Engineer, 
Bureau of Reclamation, 

Department of Interior 

Industry 

Mr. W. W. Kintner, 

Superintendent, Timken Roller Bearing Company, 
Canton, Ohio. 

(Machine shop specialist) 
Mr. John L. Keenan, 

Recently General Manager, Tata Steel Works, India. 

Information 
Mr. Floyd Taylor, 

City Editor, 
New York World-Telegram. 

Mr. Frank T. Buchner, 
Magazine Editor, Wright Aeronautical Corporation, 

Paterson, New Jersey.
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Mr. George H. Grim, 
Radio Director, | 

Minneapolis Star-Journal. 
Mr. George Alexanderson, | 

New|[s] Photographer, Vew York Times. 

Health 

Major John T. Tripp, 
Specialist in Bacteriologic Materials. 

811.42798/1441 

The Ambassador in China (Gauss) to the Secretary of State 

No. 1819 CHUNGKING, November 16, 1943. 
[Received December 3. | 

Sir: I have the honor to refer to the Embassy’s airgrams no. A-19, 

July 22, 12 noon, and no. A-69, October 7, noon, and to the Depart- 

ment’s airgram no. A-87, October 2, 6 p. m. with regard to the pro- 
posed plan of the Chinese Government to send technical students to 
the United States for study. 

There are now enclosed (1) a memorandum of conversation dated 
November 8, 1943, between the Counsellor of the Executive Yuan and 
an officer of the Embassy; ** (2) and (8) translations ** from news 
items which appeared in the 7a Kung Pao on October 29 and November 
4, 1943; and (4) a translation ** of a news item which appeared in 
the Sao Tang Pao on November 10, 1943—all dealing with the subject 
of sending Chinese students abroad for study. 

Summary of Enclosures. Dr. P. H. Chang, Counsellor of the Exec- 
utive Yuan, stated that he had heard indirectly of a plan proposed by 
the Central Planning Board for sending students to the United States 
at Chinese Government expense but that the Executive Yuan had no 
official information concerning it. He mentioned also that the Minis- 
tries of Education and Economic Affairs were planning to allow stu- 
dents to proceed to the United States at their own expense after being 
examined by the Ministry of Education. Dr. Chang expressed ap- 
preciation of the interest shown by the American Government and said 
that he would call the suggestions with regard to financing such a 
plan and the establishment of a supervisory agency to the attention 
of interested officials. 

The Chinese press on October 29 carried a list of regulations govern- 
ing students proceeding abroad for education at their own evpense, the 
important points of which are as follows: (1) no students will in the 
future be permitted to go abroad for study at their own expense with- 
out prior sanction by the Ministry of Education; (2) a total of 600 
students will be given permission to study abroad and a provisional 

* Not printed.
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ration has been established of 60% for study in sciences and 40% in 
the arts; (3) examinations conducted by the Ministry will consist of a 
written examination in the Three People’s Principles, national history, 
geography, Chinese language, foreign languages and the applicant’s 
special subject and an oral examination in the candidate’s deportment. 
and thinking; (4) all students who pass the examinations shall 
undergo a period of intensive indoctrination at the Central Training 
Corps; (5) reports will be submitted periodically by the Superinten- 
dent of Students in the United States on their work. their thinking and 
their deeds, which if found to be irregular may bring about a student’s 
summary recall to China; and (6) on the student’s return to China the 
Ministry of Education may assign him to an appropriate position. 

Press reports on N ovember 5 stated that the first group of students 
to be sent abroad at government expense will number 500 and that 
examinations will be held in February 1944. However, a Central 
News Agency report on November 10 stated that, as the project for 
sending students abroad at government expense had not yet received 
approval, students would proceed abroad this year only at their own 
expense. Lind of Summary. 

Dr. Chang stated in a more recent conversation with an officer of 
the Embassy that deliberations were being held on the question of 
sending students to the United States at government expense and that 
the Embassy would shortly be officially informed as to the results of 
these deliberations. He also stated that it would not be a good policy 
to send too many students at first and that probably not more than 
1,000 students would be in the United States at any one time, thus 
considerably reducing the expected expenditures as estimated by the 
Department. 

While the sending of students abroad for further study will un- 
doubtedly bring substantial benefit to China in its post-war recon- 
struction period, the Embassy is of the opinion that, under such a 
rigorous system of selection and control, students of known liberal 
political beliefs or those suspected of a questioning or critical attitude 
toward the Kuomintang will find it extremely difficult, if not im- 
possible, to obtain the approval of the Ministry of Education for 
study abroad. The provision in the enclosed regulations for super- 
vision of students in the United States and their recall if found to be 
guilty of statements “contrary to the San Min Chu I” * or of “irreg- 
ular” deeds shows to what extent the Kuomintang is prepared to carry 
its control over Chinese education. Almost equally discouraging is 
the willingness of the Kuomintang leaders to make public announce- 
ment of such fascist-like practices which are thus to be effective beyond 
the borders of China. 

It is noted that the provisional ratio of self-supporting students 
proceeding abroad includes 40% in the arts (literature, law, com- 
merce and education), but it is believed that as long as the Ministry of 

7 The “Three People’s Principles” of Sun Yat-sen.
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Education has complete control in the selection of all such students 

the number of those proceeding abroad to study other than scientific 

subjects will be negligible. | 

With reference to the suggestion advanced by the Embassy (Em- 

bassy’s A-69, October 7, noon) that scholarships be offered by Amer- 

ican universities through competitive examinations to be held in China 

under capable impartial auspices, it is believed such a procedure would 

still be feasible and might serve to prevent the sending of only Kuo- 

mintang hand-picked personnel for study in the United States. 

Respectfully yours, C. E. Gauss 

811.42793/1517b : Airgram 

The Secretary of State to the Ambassador in China (Gauss) 

Wasuineron, November 23, 1943—1 p. m. 

A-120. The Department has been informed by some of the Chinese 

professors visiting the United States in acceptance of the invitation 

set forth in the Department’s telegram of October 18, 9 p. m. 1942 *° 

that their respective universities are in need of recruiting specially 

trained men for their teaching staffs. As an additional measure of 

assistance to the six institutions in question the Embassy may inform 

them that, if they desire to add to each of their respective staffs one 

graduate student now in this country, the Department will be glad to 

defray his travel expenses from the United States to the place in 

which the University that has engaged his services is situated. The 

Department desires that the visiting professors shall be fully author- 

ized to select the graduate students and to enter into employment con- 

tracts with them. For the purposes of this offer National Southwest 

Associated University will be entitled to one man for each of the 

component institutions thus raising the possible total of graduate 

students appointed from six to eight. The visiting professors indi- 

cate that if their institutions wish to empower them to make selections 

and conclude contracts the following information will be essential : 

nature of the instruction to be given by the appointee; type of position 

and amount of salary and allowances offered; length of the contract; 

and qualifications required of the candidate. The visiting professors 

feel that this invitation should be brought to the attention of the 

Ministry of Education even if it is not transmitted through the Min- 

istry. ‘The Embassy is asked to exercise its judgment as to the manner 

of transmitting this offer but should make it clear that transporta- 

tion will be by sea, except for the last stage, that the Department as- 

sumes no responsibility in connection with risks incurred, and that 

*% Telegram No. 953; Foreign Relations, 1942, China, p. 724.
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delays must be expected in obtaining priorities for travel. For the 
Embassy’s information and use, if necessary, it is the intention of the 
Department to grant each appointee $7 per diem during his journey. 

Replies from the Universities should be in English but supplemen- 
tary instructions to the visiting professors may be in Chinese. The 
Embassy is authorized to transmit both replies and instructions to the 
Department by pouch for forwarding to the addressees. 

. If the Embassy has suggestions to offer in regard to this proposal, 

they should be made by telegraph. 
Hout 

811.42793/1467 

The Ambassador in China (Gauss) to the Secretary of State 

No. 1915 CHUNGKING, December 15, 1943. 
[Received December 31.] 

Sir: Upon departure from Chungking of Dr. John K. Fairbank, 
a representative of the “Interdepartmental Committee” and of the 
Office of Strategic Services also designated a Special Assistant of 
the Embassy, I wish to submit an expression of the Embassy’s ap- 
preciation of Dr. Fairbank’s assistance to the Department’s cultural 

relations program. 
While Dr. Fairbank’s principal official function here is understood 

to have been the procurement of enemy publications for IDC,® he has 
shown a wide and vigorous interest in cultural relations matters. 
In an endeavor to assist him in the procurement of enemy publica- 
tions by furnishing him something in the nature of a quid pro quo 
to offer possible or prospective sources for such publications, he has 
had supervision of the administration of the Embassy microfilm pro- 
gram, and the success of that program has been due largely to his 
efforts with it. In addition, he has assumed a number of “extra- 
curricula” activities (which, although not enjoying a forthright con- 
nection with the war effort, have had bearing on Sino-American cul- 
tural relations in general) such as projects for rendering financial 
assistance to Chinese professors and other matters tending to further 
Chinese reliance upon American generosity and friendship. He also 
consulted frequently with the cultural relations specialists sent by 
the Department for service with the Chinese Government, and while 
his advice and counsel may not always have conformed to settled 
usual Government standards, he was undoubtedly of assistance and 
encouragement to some of them. In all of these activities Dr. Fair- 
bank exerted himself with such energy that he was generally regarded 
as representing the Division of Cultural Relations of the Depart- 
ment rather than OSS (or IDC). In the course of a speech by Dr. 

* Interdepartmental Committee for the Acquisition of Foreign Publications.
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Chu Chia-hua, at a tea party given to welcome Dr. Cressey and to say 
farewell to Dr. Fairbank, the latter’s able “representation” of the 

Cultural Relations Division was referred to in complimentary terms 
and on the same occasion announcement was made that Dr. Cressey 

has come to China as “representative of the Department of State” 
and that Dr. Kates,” successor to Dr. Fairbank, would act as Dr. 

Cressey’s “representative” when the latter should be absent from 

Chungking. The question of Dr. Kates’ functions, in relation to the 
Embassy and to Dr. Cressey, is being made the subject of a separate 

despatch ; *t the point here is that Dr. Fairbank has served in part to 
meet the Embassy’s need for a Cultural Attaché—a need which cannot 

of course be filled under present housing and staff conditions—and 

that he has rendered valuable service to the Embassy. We feel that 

Dr. Fairbank should be commended for his assistance to us in the 

cultural relations program. | 
Respectfully yours, C. E. Gauss 

811.42793/1478 

The Ambassador in China (Gauss) to the Secretary of State 

No. 1914 CuHunckKING, December 15, 1943. 
[Received January 7, 1944. | 

Srr: I have the honor to refer to the Embassy’s despatch no. 1915, 
December 15, 1943, in regard to the assistance rendered the Embassy 

by Dr. John K. Fairbank in connection with the cultural relations 

program. 
In addition to the apparent misunderstanding, mentioned in the 

reference despatch, as to the relationship among Dr. Kates, Dr. George 
B. Cressey, the Department and the Embassy, confusion seems now 
to have arisen in regard to Dr. Kates’ functions under IDC and OSS. 
It is our understanding from conversations with Dr. Kates that in 

taking over Dr. Fairbank’s work he has considered that he should 
more narrowly confine himself to the official purposes for which he 
was assigned here by IDC (and/or OSS) and by the Library of Con- 
gress and should devote his chief interests to matters having direct 
relation to the war effort in his field: i. e. to the procurement of 

enemy publications. The carrying on of the cultural relations micro- 

film program (which was entrusted to Dr. Fairbank in order to give 

him some guid pro quo to offer possible sources of enemy publications) 

he feels is somewhat outside the technical scope of his appropriate 

activities but he is agreeable to continuing with it for the time being. 

“ George N. Kates, Special Assistant to the Embassy in China, representing the 
hee Committee and the Library of Congress. _ |
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As the Embassy can not under present staff conditions assign an 
officer to full-time cultural relations duties and as under present 
housing and office conditions we can not take care of a cultural 
attaché, we have expressed to Dr. Kates our hope that he will find 
it feasible and profitable to continue Dr. Fairbank’s excellent work 
with the microfilm program until the Embassy is in position to take 
over the operation of the program from him. 

We believe that Dr. Kates is earnestly desirous of cooperating with 
the Embassy in every way but we feel that the question of his func- 
tions and his relationships with various organizations and persons 
has been left so unclear that inevitable problems are beginning to 
arise. We understand, for example, that during Brigadier General 
Donovan’s *? recent visit to Chungking (Embassy’s 2332, December 
5, 4 p. m.**) he instructed Dr. Kates to have nothing whatsoever to 
do with representatives of the Chinese Communist party in Chung- 
king, including individuals to whom he had been introduced by Dr. 
Fairbank and from whom Dr. Fairbank expected to obtain publica- 
tions and information thought to be of interest to IDC or to other 
agencies of the Government; and that General Donovan also in- 
structed Dr. Kates to hold in abeyance a program (of which the 
Embassy had not previously been informed) of purchasing enemy 
publications from the British Military Attaché and from General 
Wang Peng-sheng, adviser to the Generalissimo on Japanese affairs 
and head of one of the Chinese secret gestapo services which is in 
some respects a rival of General Tai Li’s organization with which 
OSS and the Navy Department (or some section of the Navy De- 
partment) are endeavoring to operate. | 

General Donovan did not mention to us in our discussion with him 
of OSS activities as they have relation to the Embassy any matters 
connected with Dr. Fairbank’s or Dr. Kates’ work. He indicated 
that Captain M. E. Miles, U.S.N., who unfortunately has designa- 
tion as Naval Observer to the Embassy and who has been the prin- 
cipal OSS representative here, was no longer connected with OSS 
although he was continuing certain activities under General Tai Li’s 
direction pursuant to an agreement between Tai Li and the Navy 
Department. General Donovan stated that a Major Hoffman, who 
accompanied him to China, would be chief OSS man here and that 
Major Hoffman would call at the Embassy with a view to clarifying 
any matters of appropriate interest to this Mission. (Major Hoff- | 
man has not called and we have not encountered him.) 
What relationship is supposed to exist between Major Hoffman and 

Dr. Kates seems obscure. Dr. Kates understands that he is in some 

* William J. Donovan, Director of the Office of Strategic Services, 
“Not printed.
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respects under Major Hoffman’s instructions and, as the Embassy 

should be divorced from OSS operations (which in our opinion should 

be under the control of the American Theater Commander “), the 

question arises whether Dr. Kates should continue to have the formal 

affiliation with the Embassy involved in his designation as Special 

Assistant so long as he operates under the instructions of the OSS 

military group and may, for all we know, be called upon to engage in 

activities with which the Embassy has no concern and over which 

it has no control. (Similarly Captain Miles should not, of course, 

have any designation formally affiliating him with the Embassy.) 

We feel that Dr. Kates can be of service to the American Govern- 

ment in the procurement of enemy publications and publications for 

the Library of Congress, and also in cultural relations—the han- 

dling of the microfilm program asa Special Assistant to the Embassy. 

But the confusing or intermixing of these activities with what are 

generally understood to be OSS operations and activities, which 

places him in the unhappy position of endeavoring to please several 

masters, is bound to work out most unsatisfactorily. 

The question of Dr. Kates’ relationship with Dr. Cressey, men- 

tioned in the reference despatch, appears to have arisen from a mis- 

understanding which in turn possibly grew out of oral comment or 

remarks made to Dr. Cressey by officers of the Cultural Relations 

Division of the Department and also possibly out of oral remarks 

made to Dr. Kates and Dr. Cressey by Dr. Fairbank. So far as we 

are informed, Dr. Cressey and Dr. Kates have no official relationship 

and Dr. Kates now understands that he does not “represent” Dr. 

Cressey as “representative of the Department of State” during the 

latter’s absence from Chungking. Furthermore, the Embassy does 
not understand that Dr. Cressey is in fact a “representative of the 

Department of State” but that he is a visiting professor of the Cul- 

tural Relations Division of the Department. (We have just re- 

ceived, as we were closing this despatch, the Department’s mail 

instruction no. 450, November 17, 1943,*** enclosing a copy of Mr. 

Peck’s memorandum * in regard to Dr. Cressey and his functions; that 

subject will accordingly be treated in a separate despatch.) 

We do not have specific recommendations to submit at this time as 

to possible solution of these various confusions and difficulties in re- 
gard to relationships, jurisdictions, etc., except that if Dr. Kates is to 

_ be under the orders of Major Hoffman of OSS to perform functions 

of OSS over which the Embassy does not have (and does not desire 

to have) any supervision or control, his designation as Special Assist- 

“Gen. Joseph W. Stilwell. 
“2 Not printed. 
“ Of October 12, p. 751.
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ant to the Embassy should be canceled. If he is to continue to serve 
under such designation, or under any designation affiliating him with 
the Embassy, we believe that arrangements should be effected in 
Washington whereby his functions are clearly defined within a frame- 
work of activities over which the Embassy may appropriately exercise 
supervision and control. 

In general it would be helpful to the Embassy and also to the per- 
sons concerned if the Department could see its way clear, before cul- 
tural relations specialists or other persons whose duties have bearing 
on cultural relations depart from the United States for China, to 
formulating in consultation with the Embassy specific instructions 
for their guidance and to making sure that all possible questions of 
this nature are completely clarified in the employee’s mind. 

Respectfully yours, C. E. Gauss 

811.42793/1485 

Memorandum of Conversation, by Mr, Paul W. Meyer of the Division 
of Cultural Relations 

[ Wasuineton,] December 20, 1943. 
Professor Chiao Tsai, one of the Chinese professors who is in this 

country at the invitation of the Department, told me that in a recent 
conversation a Mr. Kohlberg of the American Bureau for Medical 
Aid to China, who returned to the United States from China about 
two months ago, had informed him that two of the cultural relations 
experts at Kunming had made very derogatory remarks to him about 
China. Professor Tsai said that Kohlberg’s comment was that it 
seemed incomprehensible that cultural relations personnel sent to 
China to improve relations between the two countries should engage 
in activity which would inevitably worsen those relations. I was 
unable to learn from Professor Tsai who the two experts were. 

I told Professor Tsai that our experts were specialists along tech- 
nical lines and that some of them had never been outside the United 
States. I said that it is an American trait to criticize anything and 
everything within their own country, and that these experts had 
apparently forgotten that they were abroad. I did not try to ex- 
cuse the experts but took occasion to say that Americans consider 
criticism a good thing and that I thought China would be a lot better 
off if there was more criticism in China. I stated, however, that 
criticism should come from the people of the country, as criticism 
from outsiders was resented by all nations. I also took occasion 

| to point out that Chinese were free to criticize the United States, 
that we Americans felt free to criticize the British, and that the 

332545—57——49
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Russians felt free to criticize the British and Americans, especially 
in regard to our delay in opening [the] second front. He finally 
agreed with me that criticism was a fairly universal trait, and not 
necessarily something evil. 

As this incident has been brought to the Department’s attention, 
it might be advisable to instruct the Embassy at Chungking to cau- 
tion cultural relations experts in the future to be more guarded in 
their comments. 

811.42793/1490 

The Ambassador in China (Gauss) to the Secretary of State 

No. 1963 Cuuncxine, December 27, 1943. 
[Received January 12, 1944.] 

Sir: I have the honor to refer to the Department’s instructions Nos. 
406 of September 27, 1943 and 420 of October 11, 1943,** in regard to 
a proposal of the Ministry of Communications to send 500 technicians 
annually to the United States for training, and to enclose a copy of 
a letter from the Minister of Communications dated December 8, 
1943,*7 with which he transmits details of the plan drawn up by the 

Ministry. | 

Summary: The Ministry is preparing to send 285 technicians 
abroad during the first year of the plan, including 200 to the United 
States and 85 to Great Britain and Canada. They will be sent out 
at the earliest possible date after the selection and examinations now 
under way are completed. The Ministry contemplates the sending 
of superintendents abroad to supervise the studies of the junior engi- 
neers and to facilitate the smooth working of the plan. Two classes 
of technicians are mentioned, including senior officials of the Ministry 
who will be sent abroad on inspection tours (30 in the first year of 
the plan) and junior engineers who will be sent abroad for practical 
training (255 in the first year). Of the last named category, tech- 
nicians will be allocated to specialize in railway, highway, telecom- 
munication, navigation and aviation matters. H'nd of Summary. 

It is believed that the Department may wish to transmit details 
of this plan to the Secretary of Labor (Department’s Instruction No. 
420 of October 11, 1943) and to the Secretary of the Treasury (De- 
partment’s Airgram No. 87, October 2, 1943). Information in regard 
to the plan of the Chinese Government to send technical students to 
the United States for study was given in the Embassy’s despatch No. 
1819, November 16, 1943, to which the Department may wish to refer 
in connection with the present despatch. 

Respectfully yours, C. E. Gauss 

“Latter not printed. 
“Not printed.



REPRESENTATIONS BY THE CHINESE EMBASSY CON- 
CERNING DESIGNATIONS GIVEN TO OUTLYING PROV- 
INCES OF CHINA BY CERTAIN AMERICAN MAP MAKERS 

893.014/268 | 

The Chinese Ambassador (Wet) to the Secretary of State 

WaAsHINGTON, June 10, 1943. 

My Dear Mr. Secretary: I beg to inform you that in maps and 
globes published in the United States, distinctions, either by difference 
of color or by other specifications, have been made between some out- 
lying Provinces, such as the Four Northeastern Provinces, Sinkiang, 
Outer Mongolia, Tibet, etc. and other Provinces of the Republic of 
China. In most cases the word “Manchukuo” has been used for the 
Four Northeastern Provinces, and in some cases the name “Tannu 
Tuva” has appeared for a part of Outer Mongolia. Mongolia is often 
listed as a protectorate and Sinkiang as a sphere of influence under 
the Union of Soviet Socialist Republics. 

These distinctions do not follow the boundary line of China as recog- 
nized by the Government of the United States, and tend to create 
erroneous impressions among the American people. I shall be greatly 

obliged if you will be good enough to call attention of the American 
publishers and manufacturers, especially Replogle Globes, 314 North 
Hoyne Avenue, Chicago, Illinois, and other educational institutions 
to the above errors, with a view to preventing their re-occurrence in 
the future. 

I am [etc.] | Wet Tao-mine 

893.014/268 

Memorandum by the Geographer of the Department of State (Boggs) 

[Wasurineton,] July 13, 1943. 

AmericAN Mar Maxers anp Foreign GOVERNMENTS 

The letter of June 10, 1943, from the Chinese Ambassador, regarding 
an American made globe on which Chinese territories are shown as 
under Japanese sovereignty or Russian influence, presents a problem 
which assumes a different aspect in wartime. 

| — 765
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Considerable harm may be done to the cause of the United Nations in 
the war effort if private map publishers follow their own hunches and 
predilections, at least in the absence of any reliable information or sug- 
gestion regarding cartographic policy. Representatives of the press, 
in press conferences, are frequently given background information, 
which most of them respect scrupulously. If private map publishers 
and globe makers were given information and suggestions intimating 
the effect of their map practices upon international comity I believe 
many, if not all, of the publishers would welcome it, always upon the 
condition that freedom of the press as they understand it is not in- 
fringed. They are, of course, jealous of their right, in attempting to 
keep their maps “realistic” and up-to-date in order to sell their maps 
to advantage, to adopt a policy which sometimes disregards the official 
viewpoint of the Department of State. 

The National Geographic Society, however, has been very consid- 
erate of international public opinion, especially since about 1932, when 
Dr. Hornbeck * and I discussed with Dr. Grosvenor the undesirability 
of their publishing and distributing a map showing “Manchukuo” 
under Japanese sovereignty; and ever since that time the National 
Geographic Society has always been very conscious of the mischief 
that might be done by their maps, because of their very wide distribu- 
tion in all continents, if they unduly offend the sensibilities of the gov- 
ernments and peoples in the foreign countries in which they are 
circulated. The Renner article and maps in Colier’s did much harm, 
and the maps in the new Britannica atlas might have produced very 
unfortunate results if they had not been modified shortly before publi- 
cation last winter. 

The following courses are open to the Department in such matters: 

(1) Reply to specific inquiries and protestations from foreign gov- 
ernments, as in the present instance from China, saying that freedom 
of the press in the United States makes it difficult to suggest to private 
publishers what policies they should follow in such matters; and to 
do nothing except when representations are received from foreign 
governments; 

(2) Send tactful letters to various map publishers, signed by one 
of the principal officers of the Department, apprising them of the 
effect upon international relations and the war effort of maps which, 
in their attempt to be realistic and up-to-date, are unfortunate in their 
treatment of sovereignty matters. 

(3) Through personal contacts which we in the Office of the Geog- 
rapher already have with a number of firms, and similar contacts 
which may be established with other firms, undertake to influence the 
practice of private map publishers with reference to the indication of 
sovereignty and territorial claims on their maps and globes. 

* Stanley K. Hornbeck, Chief of the Division of Far Eastern Affairs, 1928-1987 : 
Adviser on Political Relations, 1937-1944.
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The attached draft letter to Rand McNally and Company accords 

with the second of the alternatives indicated above. To restrict such 

a letter to Chinese interest in the matter may suggest that the Depart- 

ment has received a communication from the Chinese Government. 

On the other hand, to give additional illustrations from Europe would 

be very difficult under present conditions—unless we were simply to 

suggest that 1937 international boundaries be shown in Europe until 

post-war settlements shall have clarified the situation. 

We have enough problems without inviting the map manufacturers 

to write the Department more frequently for assistance. It 1s a ques- 

tion whether the interests of the war and the coming peace require a 

more active policy in these matters. 
A list of map publishers? is attached, to which letters may be ad- 

dressed, in accordance with the last paragraph of the draft letter to 

the Chinese Ambassador.* 
S. W. Boas 

, {Enclosure] 

The Secretary of State to Rand McNally and Company * 

WasHINGTON, July 31, 1943. 

Sirs: Because of the harm that may be inadvertently done to the 

war effort and to the interest of friendly relations among the United 

Nations, your attention is invited to situations that sometimes arise 

in foreign countries from the publication in the United States of maps 

and globes which portray unilateral territorial claims of one country, 

to the disadvantage of another country which claims sovereignty. 

It is very difficult both for government officials and for private 

citizens in some foreign countries to understand how maps and globes 

can be published in the United States representing sovereignty and 

claims of sovereignty in a manner which may be wholly at variance 

with the policy of the United States Government, because in those 

countries no private publisher is permitted to produce and distribute 

maps which are not in accord with the policy of the government. 

Hence, such maps published in the United States sometimes become 

the subject of representations to the Department of State by the 

governments of the countries concerned. In such instances the De- 

= See footnote 4, below. 
2 Letter to Chinese Ambassador, dated July 23, 1943, missing from Depart- 

ment files. 
‘Identical letter sent to Denoyer-Geppert Company, Matthews-Northrup 

Works, International Map Company, Hagstrom Company, the George F. Cram 

Company, American Map Company, A. J. Nystrom and Company, Replogle Com- 

pany, C. S. Hammond and Company, Encyclopaedia Britannica, Weber Costello 

Company, McKnight and McKnight. ,
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partment explains, in effect, that under our freedom of the press, 
publishers in the United States are at liberty to produce and distribute 
maps and other publications without regard to viewpoints or policies 
of the Government. | 

IT have thought that, in the light of present world conditions and 
of our common interest in the furtherance of friendly and cooperative 
relations among the United Nations, you may wish to be apprised of 
the fact that such situations arise, and that, in this connection, you 
might like to have an illustration of the Department’s own carto- 
graphic practice. Thus, if a map of China were being prepared in 
the Department, the entire territory of the Republic of China would 
be included without distinction between its constituent parts, although 
the inner limits of Tibet and Outer Mongolia might be shown as 
internal boundaries similar to those of the provinces of “China 
Proper” including those of Manchuria, and of the provinces of Sin- 
kiang, Sikang (Chwanpien), Tsinghai (Kokonor), Ningsia, Suiyiian, 
Chahar, and Jehol. In general, unilateral claims of any country, and 
occupation of territory by force, would not be represented as valid, 
or as constituting anything more than a claim by that country. 

Very truly yours, For the Secretary of State: 
Avotr A. Bers, Jr.



REPEAL OF CHINESE EXCLUSION LAWS BY THE 
UNITED STATES | 

151.10/1931 

Memorandum of Conversation, by the Adviser on Political Relations 
(Hornbeck) 

[WasuHineton,| March 10, 1943. 

The Chinese Minister for Foreign Affairs, Dr. Soong, called on 
me this afternoon by appointment at his request. On the occasion 
of his last call, a few days ago, Dr. Soong had asked for samples of 
our modern treaties of commerce. I gave Dr. Soong collections, in 
duplicate, of such treaties, chosen and made up by TD‘ and TA; ? and 
I made certain comments in line with suggestions made by those Divi- 
sions. Having looked the collection over briefly, Dr. Soong inquired 
whether we had not made treaties with Great Britain, France and 
Germany. I replied that we had made a treaty in the early 20’s with 
Germany * but not, I thought, any new treaties of commerce with 
Great Britain or France. I showed Dr. Soong the text of the treaty 
with Germany as it appears in the fourth volume of the Malloy (in 
continuation) collection; and I undertook to try to procure “separate” 

copies of that treaty for Dr. Soong. 

Dr. Soong then inquired whether I had seen a bill that has been 

introduced in Congress by Mr. Kennedy.* I inquired whether he was 

referring to a bill providing for the repeal of certain legislation. Dr. 

Soong replied that that was the bill that he had in mind, a bill bear- 

ing on the question of Chinese exclusion. I said that I had seen the 

bill and references to it in the press. Dr. Soong inquired what I 

thought of it. I replied that I had heard favorable comment with 

regard to it. Dr. Soong then made observations to the effect that the 
problems of a Minister for Foreign Affairs are many and complicated. 
I replied that it seemed to me that they were becoming more so, in 
both respects, every day; and that I wondered that any Minister for 
Foreign Affairs could keep in mind the many facts of which it is 
necessary that he have knowledge and the many problems to which it 

1 Division of Treaty Affairs. 
2Division of Commercial Policy and Agreements. 
* Signed at Washington, December 8, 1923, Foreign Relations, 1923, vol. 11, p. 29. 
“H.R. 1882, 78th Cong., Ist sess: “To grant to the Chinese rights of entry to 

the United States and rights to citizenship.” | 

769
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is necessary that he give attention. Dr. Soong then said that the 
best that one can do is to choose a few subjects, three or four, and 
delegate authority regarding the rest—hoping that they will be prop- 
erly handled. I gained the impression that Dr. Soong is in process 
of making up his mind regarding the question of choosing the “three 
or four” subjects upon which he will try to concentrate. I am rea- 
sonably sure, from questions which he has brought up with me in past 
conversations and in the conversation of which record is now being 
made, and some questions which Dr. Soong’s right-hand man, Dr. 
Alfred Sze, has put to me recently, that two of these questions are 
going to be (1) the question of negotiating a new commercial treaty 
between China and the United States * and (2) the question of Chinese 
immigration into the United States and matters relating to and con- 
nected therewith. 

S[rantey] K. H[ornpecr] 

150.01 Bills/467 

Memorandum of Conversation, by the Assistant Secretary of State 

(Long) 

[Wasuineton,] May 13, 1948. 

Participants: House Speaker Sam Rayburn 
House Majority Leader John W. McCormack, and 
Mr. Long 

I called on the Speaker by appointment and he asked Mr. McCor- 

mack to sitin. I was accompanied by Mr. Johnston.® 
I presented the Department’s point of view which envisaged the 

four Bills presently pending in the House of Representatives and 
referred to the Immigration Committee covering different phases of 
repeal or amendment to the Chinese Exclusion Laws? and to the 
meeting of the Committee scheduled for next Tuesday, and stated that 
the Department was not unsympathetic to any proposal the Congress 
might make in regard to a change in the prohibition of Chinese immi- 
gration and citizenship, but the Department felt very sincerely that it 
would be unfortunate in the extreme from the point of view of our in- 
ternational relations if a Bill should be reported out by the Commit- 
tee and an acrimonious debate should occur on the Floor and the Bill 
failed passage. Even an acrimonious debate would be unpleasant 
from the international point of view. 

° See pp. 710 ff. 
* Felton M. Johnston, Assistant to Assistant Secretary of State Long. 
"For information concerning certain treaty and special statutory provisions re- 

specting the Chinese, see Green Haywood Hackworth, Digest of International 
Law, vol. 11 (1942), pp. 776 f£.
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Consequently it was suggested that efforts be made by the leader- 
ship to determine in advance the attitude of both the House and the 
Senate on this delicate political question before the hearings were pro- 
ceeded with. 

The Speaker was in entire accord with the suggestion. However, 
Mr. McCormack developed into an advocate for opening up the whole 
subject without previous information as to the attitude of the House 
members. He felt that the Bill providing for the admission of the 
Chinese wives of American citizens, which he estimated at about four 
to six thousand, should be brought up and presented for passage. 
This, he thought, would be the opening wedge and it would serve to 
estimate the temper of the House. If this Bill should pass then other 
Buls might be brought on. The others would have wider scope. 

I stated to the Speaker and Mr. McCormack that the attitude of the 
Department of State would probably find itself in support of a move- 
ment to permit the immigration and naturalization of persons resi- 

dent in China and born in China to be admitted under the quota. This 
would probably admit as many as 100 or 150 a year and make them 
eligible to citizenship. However, the Department was very definite in 
its thought that the attitude of the House toward a proposal involving 
all of the parts of the proposed Bills or any of the general legislation 
on the subject should be estimated in advance and that the passage of 
the Bills be not presented unless the House would react favorably. 

The conversation continued for more than an hour. Mr. McCor- 
mack continued to press his point of view. 

The Speaker adopted the Department’s point of view and stated 
that he would make some inquiry and would telephone me on Monday. 
it was doubtful in my mind whether he would be able to control the en- 
thusiasm of the Majority Leader. 

B[recxinriwce] L[one] 

151.10/1918 

Memorandum of Conversation, by the Adviser on Political Relations 
(Hornbeck) 

[| Wasuineton,| May 29, 1943. 

In pursuance of a decision arrived at in a conference in the Secre- 
tary’s office on May 26 and under instruction from Mr. Long, I took 
advantage on the evening of May 27 of an opportunity casually to 
bring up this subject ® with the Chinese Ambassador.®** In the course 
of a social conversation, I asked the Ambassador whether the Em- 
bassy had been observing the bills which had been introduced in the 

‘i. e., immigration legislation in regard to the Chinese. 
** Wei Tao-ming.
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House of Representatives and the hearings which have been going on 
regarding the question of Chinese immigration into this country. 
The Ambassador replied that the Embassy had been following these 
matters closely. I asked whether he would be willing to give me his 
impressions. The Ambassador replied that his first impression was 
that there was a preponderance of friendly sentiment toward the 
Chinese; next, he said, the Embassy felt that the Kennedy bill had 
special merit because of its simplicity and its comprehensiveness; 
third, what the Chinese are most interested in was to get rid of dis- 
crimination and, fourth, the Chinese wondered whether it might not 
be possible for legislation on the lines of the Kennedy bill to be passed ~ 
in the comparatively near future. This last point the Ambassador 
turned into a question: what did I think of the possibility of fairly 
prompt action. 

Confronted with that question, I took occasion to say that, speaking 
informally and unofficially, I was by no means sure that anything 
could be done speedily. I said that it is an easy thing to introduce 
a bill but it is quite another thing to produce a bill which has the 
qualifications necessary for approval first in the committee and second 
in the Congress itself. The immigration question is, I said, a com- 
plicated question full of technicalities and weighted with the influence 
of history and considerations of regional experiences and concepts, 
political and other prejudices, economic and psychological facts and 
fancies. From the point of view of international relations, I said, it 
is highly desirable that such bill as may be approved in the committee 
and sent forward for consideration on the floor of the House and of 
the Senate be a bill which on the one hand will not provoke acrimo- 
nious discussion and on the other hand, no matter what the discussion, 
will not be defeated. I therefore thought, I said, that the committee 
would doubtless give any and all bills intensive scrutiny—which, I 
said, would require time. 

The Ambassador said that he thoroughly understood and shared in 
the view that whatever bill received consideration of the Congress 
should be a bill that would not be defeated. He again mentioned the 
Kennedy bill and again expressed the hope that something could be 
done without great delay. I inquired who at the Embassy is fol- 
lowing the matter most closely. The Ambassador replied that Dr. Liu, 
the Counselor, is giving the question special attention. 

Comment: Except for the point of his apparent featuring of the 
Kennedy bill, the points which the Ambassador made are what I ex- 
pected to hear. The Chinese Government is interested in removal 
of our discriminations against the Chinese as Chinese; they are eager 
for recognition, technical at least, of China and the Chinese on a
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basis of “equality”. The fact, however, that the Ambassador twice 
expressed a hope that something might be done without undue delay 
causes me to speculate as to the possibility that he had the present 
military and economic situation in unoccupied China—which situa- 
tion is becoming acute especially from point of view of morale—much 
in mind. What the Ambassador said, together with other indications, 
causes me to believe that it is desirable from point of view of the war 
effort for us to work along as liberal lines as may be possible and as 
expeditiously as may be possible toward doing something constructive 
with regard to the solution of this question. a | 

A clearer indication than was given by the Ambassador of what 
really is in the minds of the Chinese leaders is given in an excerpt— 
of which I shall attach hereto a copy °—of an address which Dr. Sze 
has prepared for delivery at Elmira College on May 31. Dr. Sze 
has lived more years of his life in this country than in any other. 
He had practically all of his education in this country. He has been 
both Chinese Minister and Chinese Ambassador to this country. He 
has during his life in Washington made many contacts among the 
membership of the Congress. He has worked on questions such as 
the question of Chinese “exclusion” for many years. He is now 
very close to China’s Foreign Minister, Dr. T. V. Soong. I cannot 
imagine his making a public statement on the subject of the exclusion 
legislation without his having talked the matter over carefully with 
Soong and having weighed every word.—In Dr. Sze’s statement em- 
phasis is laid on the question of “discriminations which American law 
imposes upon Chinese as a race”; also upon treatment similar to that 
which is accorded to “the nationals of other countries”. He says that 
“the Chinese do not ask that they be favored beyond other peoples”; 
“the matter has now become almost wholly one of national respect”; 
and he speaks of “several proposals of laws introduced in Congress 
for the complete repeal of all the provisions of the laws . . . which 
place Chinese in a position of inferiority of rights as compared with 
the other civilized races of the world”; and, finally, he says, “Perhaps 
. .. I should not have spoken of this matter, but, so important is it, 
that ... I have felt that it was not out of place that I should make 
public mention of this matter when opportunity has presented it- 
self”’.*° This has the ring, to my ears, of a statement of an official 
viewpoint. — | 7 

[See excerpt appending.]™ | | 

* Not printed. | 
* Omissions in this sentence indicated in the original. 
“ Brackets appear in the original. , | :
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151.10/1918 

Memorandum of Telephone Conversation, by the Assistant Secretary 

of State (Long) 

[Wasuineton,| May 29, 1943. 

Majority Leader McCormack called me by telephone today and told 

me that he had sounded out some of the members from the West Coast 

and they were not opposed to legislation during war-time admitting 

Chinese in limited quantities. He thought there would be a good deal 

of sentiment in the Congress for such legislation. He thought the 

Chinese Wives Bill could be reported out and passed. 

I told him we had been giving serious consideration to the subject 

matter and wondered whether legislation would be agreeable if it 

placed the Chinese under the quota and repealed the discriminatory 

provisions of the Chinese Exclusion Laws. The legislation should 

also make Chinese admitted thereunder eligible to citizenship—the 

legislation would not affect Chinese persons now under the war-time 

jurisdiction of Japan. 
He said that he thought there would be sentiment for such legis- 

lation and that it could be passed. I told him that it had been sug- 
gested I talk with Mr. Dickstein.” He suggested instead that I talk 

with the Speaker and with him. 
I advised the Majority Leader that I would seek an engagement 

with the Speaker in the next few days for the purpose indicated. 
B[recxinripce| Lf one | 

151.10/1918 

Memorandum by the Assistant Secretary of State (Long) 

| [WasHrneton,] June 1, 1943. 

I met this morning with Speaker Rayburn and Majority Leader 
McCormack. They decided that they would call for this afternoon 

an executive meeting of the Democratic members of the Immigration 
Committee and they asked me to be present. 

At three-thirty this afternoon I met with the Speaker, Majority 
Leader and the Democratic members of the Committee on Immigra- 

tion, including Mr. Dickstein, the chairman, who had introduced two 

bills in the matter of Chinese immigration and exclusion now pend- 
ing before this Committee. Also pending are two other measures. 
The Committee has been holding public sessions. 

* Samuel Dickstein, Chairman of the Committee on Immigration and Natural- 
ization of the House of Representatives.
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The meeting proceeded to discuss the general principles involved 

without paying detailed attention to the technicalities of the situation. 

It soon developed that there was a very considerable disunity of 

opinion amongst the members of the Committee. Mr. Allen of 

Louisiana and Mr. McGehee of Mississippi were definitely opposed to 

any Chinese immigration or any other Oriental immigration. They 

expressed the thought that we had put up a Chinese wall and that if 

we battered one hole in the wall there would be a lot of other holes 

knocked in the wall and the result would be disastrous. They were 

adamant in their opposition. 
Mr. Dickstein urged the passage of his bill to repeal the exclusion 

feature and the passage of another measure which provides for Chi- 

nese immigration on a quota basis. The Speaker was inclined to pro- 

ceed to that extent. Mr. McCormack made a characteristically 

impassioned plea for immigration under the quota. Each member | 

present spoke in varying degrees of assent or opposition. 

I limited my remarks to the international political phases of the 
matter; painted the plight of China in her long standing military 

struggle with Japan and the difficulties she was encountering; I re- 
lated the desire of the Chinese to be placed upon an equality with 
other nations; stated that their disappointment would be great if a 
bill was passed which did not give them that satisfaction; stated that 
the Department of State was not there to advise the Congress as to 
what it should do but to give the members of the Congress the benefit 
of our understanding of our international relations and the effect upon 
them of any measures that might pass; stated that it might be most 
unfortunate to bring out a bill for acrimonious debate—which would 
itself be bad—and have the bill defeated, which would mark a very 
decided worsening in our relations with China. 

They all agreed that something should be done for China, though 
one of the members was very reluctant to say that he would support 
even the bill repealing exclusion. He stated that he would not vote 
against it if that was the desire of his colleagues present but would 
probably absent himself. He could not support the bill. Another 
member present stated that if a bill providing for Chinese immigra- 

tion on a quota basis or any other limited basis were introduced into 
the House and up for discussion on the floor, he would propose an 
amendment to prohibit all immigration from all sources for a period 
of ten years. 

There developed to be a strong sympathy for restricting immigra- 
tion. Several members present, including the Speaker, were of the 
opinion that if such an amendment were proposed on the floor of the 
House it would probably carry.
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In the course of the meeting there developed an entire disparity of 
thought with a certainty that any bill reported by the Committee 
would lack the support of some members of the Committee and that 
any provision for Chinese immigration under the quota or any other 
extent would find active opposition from at least five or six of the 
eleven present, with the chances in favor of eight or nine being opposed. 

However, they each expressed their desire to make some gesture to 
China because of the war. They thought that if the Exclusion Act 
were repealed it would give the State Department an opportunity 
to counteract Japanese propaganda by stating that Chinese as such 
were no longer excluded. I questioned the value of any such measure. 

Finally, the Speaker stated that it was his opinion that the meeting 
should come to a unanimous agreement to report out the Dickstein 
bill providing for repeal of exclusion, that bill to be passed under a 
rule which would prohibit debate, and that an attempt be made to se- 
cure the cooperation of the Republican leadership so that it could 
pass by unanimous consent. He asked each member of the Committee 
present if they could subscribe to such a course. With some reluctance 
one or two of them assented and the rest all agreed. Mr. Dickstein was 
entirely dissatisfied but said that he would go along. 

It was decided that at the Committee meeting tomorrow there would 
be reported out the Dickstein bill repealing the Exclusion Act, with 
the support of all the Democratic members of the Committee and an 
effort on the part of the Democratic leadership to secure the collabora- 
tion of the Republican leadership, and the granting of a rule which 
would provide for a vote without debate. 

I took no part in the decision and was simply there as announced 
and as above reported. An effort was made to elicit an expression of 
opinion for the Department of State as to whether the Department 
would support a limitation upon immigration from European coun- 
tries provided a quota was assigned to China to the maximum of 50 
persons per year. I replied that those were matters for the decision 
of the Congress and the Department of State was an executive author- 
ity which administered the laws passed by the Congress. 

The meeting adjourned after an hour and a half of intense 
discussion. 

B[recxinripee| L[one] 

Mr. Dickstein later called me to state that he was not in the mood 
to report out his bill; he did not want his name to be on just an exclu- 
sion bill; that he felt very keenly on the question of immigration for 
the Chinese and the privilege of citizenship ; that he thought he would 
not call a meeting of the Committee tomorrow and that he had asked 
for a meeting with the Majority Leader to discuss this matter with 
him.
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I replied that if the bill was reported out and sent to the Senate 
there might be some amendments placed upon it in the Senate which 
the House could accept in conference and which would change the 
situation. I did not know how the Senate would feel toward this or 
any other such bill. I stated that I had thought that he had bound 
himself to support the program in the Committee and that I could 
not argue with him on that point or any other point involving legis- 
lative policy and that if he had any opinion to express he should 
present it to the Speaker and to the Majority Leader. 

From his closing remarks I judged that he was temporarily excited 
and that he would probably be calmed down in conversation with the 
Majority Leader and would support the opinion of his colleagues at the 
conference this afternoon. | 

| | B[REecKkINRIDGE] L[one] 

151.10/1934 | | 

Memorandum by the Adviser on Political Relations (Hornbeck) 

[WasHineTon,] June 9, 1943. 

The question of there being taken action by the American Govern- 
ment toward removing or relaxing the discriminatory features of this 
country’s legislation and practices in regard to immigration of Chinese 
is one which now and henceforth until appropriate action has been 

taken this Government is and will be compelled to face. The Chinese 
have reached a point in their political evolution, and the spirit of 
nationalism has developed among them to a point from which it nat- 
urally and inevitably flows that they are taking and will increasingly 
take exception to situations and action in and on the part of other 
countries the implications of which are a political assessment of the 

| Chinese race as “inferior” and of Chinese persons as “undesirables.” 
During the past forty years the Japanese, increasingly smarting 

under the grievance, as they saw it, of our discrimination against them 
as a race, made of this discrimination a diplomatic issue and used the 
fact of this discrimination as a springboard and a projectile of propa- 
ganda among their own people against the white race in general and 
the United States in particular. The burning hostility of such men as 
the late Admiral Yamamoto toward the United States, and the desire 
and intention and plans and efforts of such men to make war upon and 
defeat the United States were animated in no small part by their view 
of and emotions regarding this matter of discrimination on our part 
against the race of which they were and are members. 

Until recently, the Chinese did not permit themselves greatly to be 
agitated on this subject. They had other and more practical prob-
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lems, questions and issues over which to worry and with which to 
try to cope. They were conscious of their own comparative helpless- 
ness. They were confident of their inherent capacities and of the 
substantial quality of their culture. They regarded themselves as a 
“have” nation and, believing that they had it, they were not looking 
for a “place in the sun.” Now, however, the Chinese are becoming 
increasingly conscious of various and sundry of the disagreeable real- 
ities of international relationships; they are becoming aware of dis- 
abilities which flow from discriminations; they are becoming desirous 
of wider, more effective, more influential contacts with and among 
the governments and peoples of other countries; they are taking stock 
of the potentialities of their huge manpower and their relatively rich 
resources; they have seen it demonstrated that liberty and freedom 
and equal rights, etc., etc. accrue to those who demand and insist upon 
having them; and they are fully committed to a course wherein they 
will increasingly resent and contend against discrimination against 
their race by other countries. 

The sooner we, the Government and people of the United States, 
face this issue, the easier will it be, in terms of reasonable costs, for 
us to handle it in a manner least disadvantageous to ourselves and 
most politically advantageous to all concerned. The question, be- 
tween ourselves and the Chinese, has not yet reached the stage where 
embitterment and inflamed prejudice stand in the way of arriving 
at a mutually acceptable solution. 

The immediate problem so far as this country is concerned is that 
of so revising our laws and procedures as to eliminate discrimination 
against the Chinese and at the same time safeguard ourselves against 
a large influx of Chinese immigrants. It is readily possible to pro- 

, duce a legislative formula which will accomplish simultaneously both 
of these two objectives. 

The practical political problem that confronts us is that of bringing __ 
about adoption by the Congress of such a formula. 

Scrutiny of the contemporary situation leads to an impression that 
there is at present widespread popular opinion favorably disposed 
toward China and the Chinese; and that both the public and the 
majority of the members of Congress are favorably disposed in prin- 
ciple toward some action indicative of this country’s admiration of 
and well wishes toward the Chinese as a fighting group whose interests 
and efforts are linked with ours in the conflict with the Axis powers 
and particularly with Japan. Further, there appears to be a sub- 
stantial number of the members of the Congress, especially in the 
House, who would like to do something effective toward revising our 
legislation in the direction of removing our discriminations against
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the Chinese. In the Committee on Immigration of the House there 

appears to be a majority of opinion favorable to removal of discrimi- 

nations but apprehensive of a possible influx of a considerable number 

of Chinese and apprehensive of other aspects of the question of 

Oriental immigration; and in that Committee there is no majority 

of opinion favorable to any one specific proposal; and in that Com- 

mittee there is a minority which is opposed to any revision whatever 

of our immigration legislation. There have come a number of indi- 

cations that the Committee would welcome and appreciate guidance 

from the executive branch of the Government; especially from the 

Department of State and the Department of Justice. There has thus 

far been given more indication of willingness on the part of the 

Department of Justice than on the part of the Department of State 

to give guidance in this matter. 

It is believed that this question is of importance from point of view 

of the current and the future influence of the United States in our 

relations not only with China but with other countries of Asia and 

of the world in general. It has been traditional in American pro- 

nouncements on the subject of foreign policy and international rela- 

tions for us to talk of “equality of opportunity” and “equality of 
treatment”. In recent years, and especially during the régime since 
1933, we have especially emphasized those two principles. We have 
featured the concept underlying them by our participation in the 

formulating of the Atlantic Charter ** and the Declaration of the 

United Nations.* We constantly refer to them either expressly or by 
implication in statements regarding postwar policy and intended prac- 
tices. The Chinese are beginning to quote us in terms of “deeds are 
more important and more conclusive than words”; they are watching 
and scrutinizing our acts, our action of commission and our action of 
omission; they are calling upon us for performance. Their attitude 
toward us is going to be affected more and more by their view of the 
treatment which we accord or fail to accord them. This question of 
Chinese exclusion and of revision of or failure to make revision of our 
immigration laws in so far as the Chinese are affected is, therefore, 

of importance from point of view of foreign relations. It therefore 
would seem that the executive branch of the Government, and, in this 
situation, the Department of State in particular, should give an indi- 
cation to the Congress of its views as to what it would be best for the 
Government of the United States to do in these premises. 

1% Joint declaration by President Roosevelt and British Prime Minister 
Churchill, August 14, 1941, Department of State Bulletin, August 16, 1941, p. 125, 
or 55 Stat. 1603. 

% Dated January 1, 1942, Department of State Executive Agreement Series 
No. 236, or 55 Stat. 1600. 

332545—57——50
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It is believed that with proper guidance from the two agencies best 
informed on the subject it could be brought about that the Committee 
on Immigration would produce and submit a bill which, in turn, could 
be discussed in the two Houses of Congress without arousing a great 
storm of opposition and with reasonable assurance of passage. Evi- 
dence with regard to consideration and discussion of this subject up 
to date is indicative of failure on the part of those who have expressed 
themselves in opposition to have considered on the one hand the limita- 
tions and safeguards which might be provided and on the other hand 
the advantages which might be obtained by open minded consideration 
of and passage of a well conceived bill. 

It is believed that the administration’s leaders in the Congress could 
without great effort be given, could easily grasp, and could easily 
impart an exposition of the ins and outs of the subject which would 
enable the majority to grasp the essential facts and cause them to give 
their voting support to a committee proposal favored by the adminis- 
tration for a meeting of the needs of the existing situation. 
What the Chinese want has been well stated in public by Dr. Sze, 

formerly Minister and Ambassador to this country: “they . . . desire 
that they be not denied, as a race, rights that are granted by American 
law to nearly all the other races of the world. Thus, as regards im- 
migration, the Chinese desire only that they be placed upon the quota 
basis of the general immigration policy which the United States has 
established for the coming of foreigners to this country. And, as re- 
gards naturalization, the Chinese Government . . . hopes that those 
Chinese who desire to become loyal American citizens may be per- 
mitted to do so as are permitted the nationals of other countries to do. 
So far as concerns the entrance of Chinese into this country, the matter 
has now become almost wholly one of national respect, since the plac- 
ing of the Chinese upon a quota basis would result in the yearly ad- 
mission of no more than an additional hundred of them. . . .”# 

In regard to a formula, there has been made a draft the features of 
which are: repeal of those provisions of our laws which prohibit ex- 
pressly and by name immigration of Chinese, and establishment of a 
quota (which would make possible entry of about 105 persons) for 
Chinese.—We have intimations to the effect that such an arrangement 
would be acceptable to Chinese officialdom. And, arrangement of that 
sort certainly would establish an adequate safeguard against the vari- _ 
ous evils regarding which opponents thus far of action in this direc- 
tion have expressed apprehensions. 

S[vantey] K. H[ornescx] 

** Omissions in this paragraph indicated in the original.
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151.10/1935 7 | 

Memorandum of Conversation, by the Secretary of State 

_ [Wasutneron,| June 11, 1943. 

The Chinese Ambassador called at his request. He took up the 
matter of securing passage through Congress of a bill to remove the 
Chinese Exclusion Act and establish a basis of equality of admission 
into this country in harmony with the treatment accorded nationals 
of other countries. He said that, while this arrangement would only 
permit one hundred Chinese to come in, it would establish a principle 
which would have a good psychological effect on the people of China. 
I replied that, of course, this Government, as the Ambassador well 
knows, is sympathetic with any measure on this subject that has any 
ordinary or reasonably fair chance of being passed by Congress. In 
other words, I said we do not desire to run the risk of misleading 
the Chinese and creating serious disappointment among them by pub- 
licly getting behind the proposal and representing that the measure 
has a fair chance of being passed by Congress when we know that its 

chances are not too good. Therefore, as true friends of China, we 
are keeping in the closest touch with Congress in the hope that some 
measure might be developed and passed which will be a step forward 
in removing the Exclusion Act. 

The Ambassador mentioned a bill introduced by a Congressman 
from Texas,* which he thought we might find it desirable to support, 
and accordingly he made a request to that effect. I replied that I 
would be only too glad to give every attention to this matter and I 
knew everyone in the Department would be glad to do the best pos- 
sible in the circumstances. 

C[orpeti] H[vi] 

151.10/19674 

| The Secretary of State to President Roosevelt 

WasHINGTON, September 25, 1943. 

My Dear Mr. Presipent: I am referring to your memorandum 
under date of August 23 and to the letter addressed to you by the At- 
torney General?’ relating to H. R. 30708 and to the general subject 

*% Presumably a reference to H. R. 2942, a bill introduced by Representative 
Gossett of Texas on June 14, 1948 (78th Cong., 1st sess.), “to reduce immigra- 
tion and to repeal the Chinese exclusion laws, to place Chinese on a quota basis, 
and to repeal the laws denying the Chinese the right to become citizens of the 
United States.” 

“ Neither printed. 
A bill introduced by Representative Magnuson on June 29, 1943 (78th Cong., 

1st sess.), “to repeal the Chinese exclusion acts, to establish quotas, and for 
other purposes.”
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of Chinese exclusion concerning which a number of bills have been 
introduced into the Congress. 

The Department of State has been in sympathy with the movement 
to repeal] the Exclusion Act and to include China in the provisions of 
the Immigration law ? under a quota as in the case of other nations 
with the thought that the immigration to be permitted under the quota 
would originate in China rather than consist of persons of the Chinese 
race who had been a long time resident in other countries. 

Of the bills which have been introduced into the Congress on the 
general subject, H. R. 8070 and H. R. 2942 seem to more closely ap- 
proximate the general objective. 

The Department, however, has been seriously concerned with the 
possible unfortunate political repercussions upon our friendly rela- 
tions with China if any of these bills should reach the floor of the 
House and there be the cause of acrimonious debate, which would in 
itself be bad, or possibly even suffer defeat—which would be most un- 
fortunate. Consequently, I have caused one of the Assistant Secre- 
taries to keep in very close touch with the leadership of the House as 
well as to maintain contacts with the leaders of the Senate in this par- 
ticular, The Assistant Secretary has had a number of conferences 
with the Speaker, and with the Speaker and Majority Leader, and with 
both of them and the majority members of the Immigration Com- 
mittee. 

There have been public hearings before the Committee on Immigra- 
tion and Naturalization of the House of Representatives. At the con- 
clusion of the hearings a vote was taken by the Committee. By a vote 
of nine to eight the Committee adopted a motion which set aside the 
provisions of a bill to place China upon a quota basis and then voted 
by the same majority to report out a bill limited to the question of 
dealing solely with the repeal of the Chinese exclusion laws and the 
abrogation of the Immigration Treaty of 1880 with China ” but which 
did not permit of a quota being established for China or China [sic]. 
At about the same time statements were made by certain members of 
the Congress to officers of the Department indicating that the bills men- 
tioned had little chance of passage. 

During the early part of the summer the leadership in the House 
expressed the feeling that caution was an essential part of the program 
at that time and suggested the impracticability of favorable positive 
action under the circumstances then existing which circumstances 
would continue until the beginning of the summer recess. It was 

” Approved May 26, 1924; 43 Stat. 153. 
* Signed at Peking, November 17, 1880, William M. Malloy ( ed.), Treaties, Con- 

ventions, etc., Between the United States of America and Other Powers, 1776— 
1909 (Washington, Government Printing Office, 1910), vol. 1, p. 237.
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| thought at that time it would be advisable to postpone any further 

consideration of action until after the Congress reconvened. 

Now that the Congress has reconvened I am causing the matter to be 

taken up again with the appropriate leaders with the hope that the 

situation may have changed to such an extent that it will seem to per- 

mit favorable consideration, but my deep concern continues to be that a 

defeat on the floor of the Congress would have a very unfortunate ef- 

fect upon our relations with the Chinese Government. Almost as 

unfortunate would be an acrimonious and bitter debate, which might 

result in passage by a small majority. 
I shall do what may be possible to further the objective and will be 

glad to keep you advised. 

Faithfully yours, Corpett Hunn 

151.10/19704 | 

Memorandum of Conversation, by the Assistant Secretary of State 

(Long) 

[Wasuineton,| October 6, 1948. 

I talked to Speaker Rayburn this morning on the subject of the 
Chinese immigration bill. He said that it would be up before the 
Immigration Committee this morning; that it was in good shape be- 

fore the Committee but that there would be some opposition to it on 

the floor; that they could easily get a rule out of the Rules Committee ; 
and that he thought it was in good shape, that there would be some 
opposition to it, and that a letter from the Secretary of State to be 
used on the floor would be very helpful. 

I told him that I thought I could assure him that there would be 
such a letter at the appropriate time and that I would keep in touch 
with him in regard to it. , 

B[reckinriwce| L[one] 

151,10/1977 

The Under Secretary of State (Stettinius) to the Speaker of the 
House of Representatives (Rayburn) 

Wasuineron, October 14, 1948. 

My Dear Mr. Speaxer: As it is understood that H. R. 3070 on 
the subject of Chinese immigration has been reported favorably by 
the Committee on Immigration and Naturalization and will be dis- 
cussed shortly on the floor of the House, you may wish to have the 

views of the Department of State regarding the measure.
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Because of the traditional friendship between the United States 
and China, and because of the many interests which the United States 
and China now have in common in the prosecution of the war and 
will have in the future, the Department is most desirous of promoting 
cordial relations between the two countries. | 

It is believed that it would be most conducive to this end to remove 
immigration and naturalization discriminations against the Chinese 
which have been a source of misunderstandings between the United 
States and China for many years. It will be recalled that the United 
States has already voluntarily relinquished extraterritorial jurisdic- 
tion over American citizens in China. This action was most favor- 
ably received by the Chinese. It is only fitting that the further step 
of removing additional discriminations should now be taken in rec- 
ognition of China’s place among the United Nations fighting for 
democracy and of her great future in a democratic world. 

Such recognition cannot fail to give added inspiration to our Chi- 
nese allies in their heroic struggle against the enemy seeking to de- 
stroy her and to nullify the efforts of this enemy to spread false 
propaganda regarding the attitude of the United States towards 
China. 

The Chinese exclusion laws were enacted prior to the adoption of 
provisions to restrict immigration by the quota system. By placing 
the Chinese on a quota, under the system applied to other countries, 
and by granting rights of naturalization to Chinese admitted law- 
fully as immigrants, discriminations will be eliminated and China 
will be accorded the recognition due her as a great nation, subject 
to such quota immigration restrictions as the Congress may from 
time to time impose. 

The Department cannot urge too strongly that it is the part of 
sound practical policy to eliminate discriminations which, unless 
removed, tend to impede this country in its relations with China 
during the war period and afterwards in the development of trade 
and cultural intercourse. 

It is also the part of far-seeing wisdom to make manifest in this 
way our traditional friendship with China, the great country of the 
Orient whose destiny is to participate equally with other democratic 
nations in fostering a civilization based upon democratic ideals and 
to stand as a bulwark against evil forces of destruction. 

Sincerely yours, Epwarp R. Sterrinius, Jr. 
" See bracketed note, p. 690.
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§93.9111/84: Telegram 

The Ambassador in China (Gauss) to the Secretary of State 

CuuncKina, October 25, 1943—1 p. m. 
[Received 1:03 p. m.] 

201%. Central Daily News, semi-official Government organ, yester- 

day published Chinese editorial discussing Chinese Exclusion Act 
which while otherwise unobjectionable closed with a statement re- 
garding future Sino-American collaboration which is translated as 
follows: “Whether or not the two great nations China and the United 
States can genuinely shoulder to shoulder and hand in hand under- 
take the mission of this great epoch will depend on whether or not 
the Magnuson bill can pass the Senate.” 

Hollington Tong of Ministry of Information urgently contacted 

OWI * representative here asking that editorial be not cabled to 
United States and that OWI make similar request of me. OWI was 
told Gissimo ?* was angry over editorial and had ordered court mar- 
tial of editor. Later OWI was asked not to repeat this information 

to me. 

Tong later called on me and expressed regret at publication of 
editorial saying it does not represent opinion or spirit of Chinese 
Government, the Party, or the people. He did not disclose at whose , 
instance he called. 

I told Tong we sometimes report summaries of editorials for 
information of Department ** but not with purpose of their repub- 
lication in American press, that I had not yet received full translation 
of editorial, and that I could not say whether I would report it to 
Department. He asked if I reported I add his statement as set out in 
above paragraph. 

Gauss 

151.10/1980a: Telegram. 

The Acting Secretary of State to the Ambassador in China (Gauss) 

WasuHinetTon, October 27, 1943—10 p. m. 
1536. On October 21 House of Representatives by voice vote passed 

legislation permitting immigration of Chinese into the United States 
on a quota basis and allowing Chinese legally admitted to the United 
States for permanent residence to become American citizens. See 

* Office of War Information. 
C hi Generalissimo Chiang Kai-shek, President of the National Government of 

34 Embassy telegrams nos. 592, 770, and 824, April 24, May 24, and May 31, 
respectively, reporting Chinese editorial comment in favor of repeal by the 
United States of laws excluding Chinese, not printed.
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Department’s 1468, October 12, 5 p. m.*> Prospects appear good for 
early action in the Senate.?¢ 

STETTINIUS 

151.10/1989 : Telegram 

Lhe Ambassador in China (Gauss) to the Secretary of State 

CuuncEING, November 30, 1948. 
[Received November 30—2: 50 p. m.] 

2290. Following is substance of statement by Government spokes- 
man November 30 on repeal of Exclusion Act: Repeal of Exclusion 
Act is source of profound gratification to Chinese people. Congres- 
sional action supported by President Roosevelt will remove long 
standing anachronisms by according Chinese citizens treatment under 
immigration and naturalization laws similar to that accorded citi- 
zens other friendly nations. Action taken will further strengthen 
mutual confidence and friendship. Results are of great moral sig- 
nificance and take away from Japs powerful propaganda weapon. 

China Times comments action has not only corrected historic mis- 
take but also laid foundation for real everlasting friendship between 
China and United States. National Herald states action will meet 
popular acclaim and intensify feeling friendship felt by Chinese 
people for American people and views step as marking end of epoch; 
approves sentimentality causing American people take this action and 
expresses opinion such sentimentality toward China exists in other 
nations and should be encouraged. Za Kung Pao views action as 
conforming with standards of morality of United Nations; as way to 
spiritual disarmament of Japan by removing propaganda weapon 
and as attainment of justice and righteousness. Dr. Sun Fo” in 
broadcast to American people stated importance of action lies in 
principle of equality and in cessation of discrimination against Chi- 
nese race and repeal of law has reaflirmed China’s faith in American 
fair play and friendship. 

Gauss 

151.10/2008a : Telegram 

Lhe Secretary of State to the Ambassador in China (Gauss) 

Wasuineton, December 18, 1943. 
1819. On December 17, 1943 the President approved an Act of 

Congress, Public 199, of which Section 1 repeals the Chinese exclu- 

* Not printed. 
* On November 26, the Senate passed by voice vote the act relating to immi- 

gration of Chinese into the United States. . 
* President of Chinese Legislative Yuan. 
"657 Stat. 600.
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sion laws, Section 2 establishes an immigration quota for Chinese 
(which has been computed at 105 annually) and provides a preference 
of seventy-five per centum for Chinese born and resident in China, 
and Section 8 establishes eligibility to citizenship for Chinese per- 
sons and persons of Chinese descent. 

All Chinese persons regardless of country of birth are chargeable 
to the Chinese racial quota except following nonquota categories: 
Returning permanent resident aliens Section 4 (b) Immigration Act 
of 1924,” ministers or professors and their families Section 4 (d), 
students Section 4 (e), former American women Section 4 (f). 

The term Chinese person means a person who is of as much as one- 
half Chinese blood and is not of as much as one-half blood of race 
ineligible to citizenship. 

The question of eligibility to citizenship of persons having less 
than one-half Chinese blood and an admixture of less than one-half 

ineligible blood is receiving consideration. You will be instructed 
later regarding such persons. 

The quota for Chinese will not disturb quota of 100 for China to 
which are chargeable aliens born in China who are eligible to citizen- 
ship under laws in force prior to this Act. 

[Here follow procedural instructions. | 
Hou 

*® Approved May 26, 1924; 43 Stat. 153.



NEGOTIATIONS WITH RESPECT TO THE TREATMENT OF 
CHINESE SEAMEN IN AMERICAN PORTS 

151.10/1833 

Memorandum by Miss Ruth EF. Bacon of the Division of Far Eastern 
Affairs 

[Wasuineton,] June 4, 1942. 

TREATMENT OF CHINESE SEAMEN IN AMERICAN Ports 

Recently two incidents have occurred in New York harbor involving 

the killing or serious injury of members of Chinese crews on board 
foreign vessels who were attempting to land, allegedly in contraven- 
tion of American immigration regulations. | 

On April 11, 1942, according to press reports, the Chinese crew on 
board a foreign vessel in New York harbor threatened the captain of 
the vessel because of his refusal to permit the crew to land and the 
captain fired, killing one of the Chinese crew. The vessel in question 
had left Singapore in September and had been lying in New York 
harbor since November, the crew being permitted one shore leave 
apiece in the interval. The captain reportedly stated that immigra- 
tion regulations forbade the crew from going ashore and that the 
steamship company would be heavily fined if the Chinese crew were 
permitted to land. 

On June 4, 1942, according to press reports, two Chinese seamen from 
a freighter in New York harbor were shot and seriously wounded by 
a steamship company guard, when they, with other members of the 
crew, attempted to force their way ashore after permission to leave 
the pier had been refused. After the shooting, the crew was forced 
back to its ship at pistol point. : 

The following comment upon these incidents is offered: 
1. According to information from IN; there is no legal provision 

barring the landing for shore leave of properly documented, bona 
fide Chinese seamen, and there is no discrimination by American 
authorities against such seamen. According to the regulations of 
November 19, 1941, as amended on January 14, 1942 regarding aliens 
entering the United States (Section 58.54), “in addition to all other 
requirements, no non-resident alien seaman employed on any vessel 

* Division of International Communications. 
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arriving in the United States from any place outside thereof shall be 
granted shore leave or be permitted to go ashore in the United States 
except with the approval of the master and in the discretion of the 
immigration officials at the port of arrival acting under authority of 
the Attorney-General ...”? It therefore appears that wide dis- 
cretion in the matter is left with the masters and the immigration of- 
ficials and it is probable, according to IN, that the documents of 
Chinese seamen might be more carefully scrutinized by immigration 
officials than are the documents of seamen of non-Oriental races. 

2. Although from a strictly technical point of view there may be 
no discrimination against Chinese crews on vessels in American ports, 
it is evident, from the circumstances of the two incidents referred to 
and from press comment that Chinese crews on one basis or another 
are denied over long periods the right to land even for shore leave and 
that the opinion is prevalent that practical discrimination against 
Chinese crews does exist on a wide scale. 

Such a situation is evidently undesirable for humanitarian rea- 
sons; for political reasons, because China is a United Nation and be- 
cause the Axis is seeking for material to create the impression in the 
Far East that the “four freedoms” are meaningless and that the United 
States is racially prejudiced against all Oriental peoples; and for 
strategic reasons because an adequate supply of loyal seamen who are 
willing to take the risks of shipping on freighters and tankers is 
vital to the maintenance of our supply lines and to the success of the 
wal. 

3. It is recognized that any efforts to ameliorate this situation must 
take into account several important factors, including the following: 

(a) Chinese crews have more reason to desire to jump ship in Ameri- 
can ports than crews of non-Oriental race because Chinese seamen as 
a group are paid lower wages and given less endurable living condi- 
tions than are other crews. Moreover, under existing conditions, Chi- 
nese seamen can have little present hope of returning to their homeland. 

(5) Chinese seamen who do attempt to jump ship are more difficult 
to locate and deport than are non-Oriental seamen. | 

(c) As Chinese seamen belong to an “excluded” race under the im- 
migration laws, the immigration authorities might not unnaturally 
feel a special responsibility for preventing the landing of such persons 
if there is any reason to believe that the seamen may jump ship. 

4. The president of the Chinese Association of Labor, Mr. Chu 
Hsueh-fan, has stated, according to the press, “that ship desertions by 
all nationalities had assumed grave proportions”, that there were 
about 10,000 deserting seamen at large in the United States, and that 
statistics for New York harbor for March showed that Chinese deser- 
tions represented only 16% of the total desertions for the period. 

* Omission indicated in the original.
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Recently an agreement was reportedly signed between the British 
and Chinese authorities concerned making provision for an improve- 
ment of the situation of Chinese seamen serving on British vessels, 
including an increase in wages and arrangements with regard to a 
temporary stay in England after the completion of the term of a sea- 

man’s contract. 
5. In the light of all these considerations, it is suggested that if a 

serious study of the situation of Chinese seamen in American ports has 
not already been begun, it should be urgently undertaken with a view to 
establishing fully the facts and considering what steps might reason- 
ably be taken toward improvement. Question is raised: 

(a) Whether a more adequate procedure for the documentation of 
Chinese seamen under existing war conditions might not be worked 
out so that they might be permitted in all cases reasonable shore leave 
if the vessels are unavoidably detained for long periods in American 
orts. 

. (6) Whether any steps might usefully be taken analogous to those 
recently taken between the British and Chinese authorities for work- 
ing out an agreement upon conditions governing Chinese crews land- 
ing temporarily in American ports. 

(c) Whether the existing situation might advisedly be brought to 
the attention of the immigration authorities in this country with a 
view to liberalizing wherever feasible the procedure in connection 
with Chinese seamen. 

(@) Whether any steps could be taken toward providing more ade- 
quate welfare facilities in American ports for dealing with Chinese 
seamen. 

It is suggested, also, that possibly this question is one which might 
usefully be brought before the Inter-Departmental Committee on 
Merchant Seamen, of which it is understood Mr. Saugstad of IN isa 
member. 

151.10/1834 

Memorandum by Mr. George L. Brandi ™ to the Assistant Secretary 
of State (Long) 

| [Wasuineron,| August 7, 1942. 

As directed by you, I called a meeting some time ago of Mr. Falck 
of IN, Mr. Flournoy of LE,’ Messrs. Alexander and Hunt of VD * and 
Mr. Atcheson of FE,’ in my office, to consider the question of the treat- 
ment of Chinese seamen arriving in American ports. Mr. Falck 
informed us that representatives of the War Shipping Administration 
were having conferences with the Immigration officials to determine 

74 Hxecutive Assistant to Assistant Secretary of State Long. 
5 Office of the Legal Adviser. 
‘Visa Division. 
° Division of Far Hastern Affairs.
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what steps might be taken to insure better treatment for Chinese sea- 

men and avoidance of incidents such as the shooting of Chinese 

seamen who attempted to go ashore at New York in April last after 

having been refused shore leave for a long time while the vessel was 

in port. Mr. Burke of IN sent me the attached memorandum on 

July 21, stating the results of the conferences of the War Shipping 

and Immigration officials on the subject. It appears therefrom that 

shore leave privileges for Chinese seamen are to be equalized with 
those for other alien seamen on a trial basis for two months, that the 
British and Dutch have increased wages for Chinese seamen to prac- 
tically a parity with the wages of other seamen and that several other 
measures, as indicated in Mr. Burke’s memorandum, have been taken 
to ameliorate the situation of Chinese seamen. So far as I can see, 
all that is practicable and possible for the time being has been done 
accordingly in behalf of Chinese seamen. You may wish to send this 
along to PA/H,’ FE, LE, VD and IN for their notation. 

893.86/5a 

The Assistant Secretary of State (Berle) to the Mayor of the City of 
New. York (La Guardia) 

WASHINGTON, January 4, 1943. 

Dear Froreixo: [ wonder if you could lend a hand on something that 
1S WOITYing Us. 

We have had seamen deserting from Allied ships, and have cleaned 
up the situation in one way or another. We are now down to the last 
main problem which is that of the Chinese seamen. They desert pretty 
regularly. They are mainly employed on British ships. The pay is 
not equal to the British but under some help from us, it is not very far 
away from it. The British seamen get $72 per month; the Chinese 
$68. 

The Immigration people report that the real reason for desertion is 
that they are wanted for labor in Chinatown where wages are higher 
than on British ships, especially as labor gets increasingly tight. The 

Chinese Consul General in New York probably is standing in with 
the restaurant keepers and laundrymen who are the principal employ- 
ers of these deserting seamen. 

Marshall Dimock of the War Shipping Administration thinks that 
something could be done if we could rally the Chinese in Chinatown 
and have them lend a hand in sending the sailors back to work. Since 
the Chinese Consul General can’t help, this means we should have to 

*Not printed. | 
* Office of the Adviser on Political Relations (Hornbeck).
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find somebody familiar with the community who was in sympathy with 
the war and would lend a hand. Do you think that you or the Police 
Department or anyone up there could suggest a way to begin? 

The subject is important. There are four ships presently held up 
in New York harbor because part of their Chinese crews have deserted ; 
and almost without exception these ships are carrying supplies and 
troops to our own boys in North Africa. 

The only other alternative is to go at it hammer and tongs and allow 
no Chinese crews ashore, which probably would get results, and inci- 
dentally make very bad feeling with Chungking. | 

You may have some ways to suggest that would help us to get the 
Chinese community in New York to look into this. 

With kind regards [etc. ] A. A. Brriz, JR. 

893.86/5% 

The Mayor of the City of New York (La Guardia) to the Secretary 
of State 

| New York, N. Y., January 18, 1948. 

Att: Hon, A. A. Berle, Assistant Secretary of State 

My Dear Mr. Secretary: I have a communication from the Depart- 
ment of State dated January 1 [4], 1948, requesting that I “lend a 
hand” in the deserting Chinese seamen situation. As always, I am 
happy to be of assistance to the Department of State although I do 
not enjoy extra-territoriality which, perhaps, would solve this problem 
very easily. 

Frankly, there are two sides to this question, and something must 
be done to protect Chinese seamen shipping on foreign vessels. I am 
convinced that the British Government is not only concerned but really 
intends to protect Chinese seamen shipping on British ships. The 
fact 1s, however, that either agencies of the Government or private 
steamship companies have been guilty of the most unpardonable and 
cruel treatment of these men. In the first place, there are instances 
where no record is taken of the seaman’s next of kin, and therefore 
apparent that there is no intent to pay such next of kin the war risk 
compensation in the event of death. Then, another point which I 
believe is justified : there should be no difference in allowance made for 
death compensation between seamen. If these men ship on British 
ships, they should get the same death benefits as are given to any other 
seamen on the same ship. 

As you state, the compensation has been fixed for an ordinary seaman 
at $68 a month, but most of the deserters in this port have never re-
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ceived that rate of pay. What is more, many of them have pay coming 
to them and are unable to collect. The treatment on board ship of 
Chinese seamen is quite different from that of others and it goes with- 
out saying that in this day and age everyone on the ship should be 
treated alike. 

I had a conference in my office at which Mr. Marshall E. Dimock 
of the U.S. War Shipping Administration satin. At this conference, 
I invited representatives of the Chinese Chamber of Commerce, vari- 
ous fraternal organizations, businessmen and representatives of the 
Chinese press. Mr. Dimock was most helpful and forthright. Many 
of the complaints he acknowledged were justified. Confidentially, a 
threat of a round-up with subsequent internment would be far more 
preferable to these Chinese seamen than going back to their ships un- 
der the old conditions. Our local Chinese residents are willing to co- 
operate but something must be done to protect the rights of these men 
if they are really wanted and needed back on the ships. As I have 
said, internment is paradise to the hell that they have gone through. 

Cases were cited of men whose ships had been torpedoed, and were 
saved, on coming out of the hospital and being brought to New York, 
were given $5, and unable to collect their past due pay. 

To come to the point, I have suggested the following plan, and I 
am sure that we will get full cooperation from our own Chinese resi- 
dents and from the men themselves: 

1. We must have some assurance from you that the British Govern- 
ment will keep proper records of the next of kin and assure compensa- 
tion in case of death the same as given to British subjects. 

2. That the rate of pay will actually be paid and that at the expira- 
tion of the present agreement, which expires in April, parity of pay 
will be provided. 

3. The Chinese seamen in question will register at some place desig- 
nated by the U.S. War Shipping Administration, and when they sign 
on, it will be under the supervision of an agency of the War Shipping 
Administration which will see that the rights of these men are fully 
protected. Mr. Dimock agrees to this. 

4, I will immediately get in touch with the Seamen Service in this 
city to establish a Seamen’s Club in or near the Chinese section of 
Manhattan. I understand funds are available for this purpose. 

Therefore, may I suggest that the matter be taken up with British 
authorities, and on receipt of the assurance above indicated, I think 
we can get the whole matter in operation. The necessity of the re- 
forms suggested is not only to care for the four hundred odd deserters 
now in this port, but to make certain that the several thousand Chi- 
nese seamen now on British ships will not desert on arriving at an 
American or friendly port. 

I await your pleasure in the matter. 
Sincerely yours, F. La Guarpia
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893.86/53 

The Assistant Secretary of State (Berle) to the Mayor of the City of 
New York (La Guardia) 

WASHINGTON, January 21, 1943. 

Dear Fioretto: Let me thank you for your courteous letter of 
January 18, 1943 and for your generous assistance in connection with 
the deserting Chinese sailors. 

The War Shipping Administration which was represented at your 
conference is, as I understand, fully informed as to the proposed plan. 
We have asked them to work out the plan with the British, as they are 
in continuous and direct touch with the British shipping authorities. 
We shall hope to get some results. 

As you accurately state, the real consideration is to make certain that 
approximately 10,000 Chinese seamen now on British ships will not 

desert when they arrive at an American port. 
The Department is obliged to you for your intervention. 

| With kind regards [etc. | Apvotr A. BErRtgz, JR. 

893.865/2 

Memorandum by the Assistant Chief of the Division of International 

Communications (Saugstad) 

[WAsHINGTON,] January 25, 1943. 

The Chinese seaman problem which has existed for many years 
has been further complicated during the past several months by our 
relationship to China as a United Nation. Low wages paid by other 
United Nations to Chinese seamen and this Government’s denial of 
shore leave to such seamen were considered to be the factors which 
to a large extent caused the discontent amounting sometimes to riot 
among Chinese seamen. 

The British, Norwegian and Netherlands Governments raised the 
wages of Chinese seamen almost to the level of white seamen and this 
Government in August 1942 removed temporarily the shore-leave 
barriers so that Chinese were allowed to come ashore during the 
periods that their ships were in port. 

According to Mr. Smith Simpson, Chief of the Allied Nations 
Division of the War Shipping Administration, the experiment has 
worked fairly well excepting in New York. There was at first trouble 
in San Francisco also but for the last two or three months the situation 
has been satisfactory.
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Desertions of alien seamen in ports of the United States from 
October 3, 1942 to January 2, 1943 totaled 1471, as follows: 

Chinese .........20026+-44 446 
British (including Lascars) ..... 347 
Norwegian ............... 199 
Dutch ........ ee eee eee 62 
Greek .. 0... eee ee ee eee 59 
Yugoslav .........2.-02 ee ee 38 
Belgian ......-..-- 00006 - 14. 
Polish ........-+000502005 12 
Other ..............-.-.. 264 

There are at present approximately 250 Chinese seamen detained 

by immigration authorities. 
Mr. Simpson stated that on Saturday, January 16, Mr. Dimock of 

the Recruitment and Manning Organization, went to New York and 
discussed the situation with Mayor LaGuardia who offered to bring 
together Chinese businessmen he knew and lay the problem before 
them. The Mayor gave the Chinese twenty-one days to solve the 
problem. They promised to do everything they could. 

It was also learned that a detained Chinese seaman at New York 
who entered the United States in 1941 is bringing suit under writ 
of habeas corpus contending that since he cannot be deported to 
China, he should not be held indefinitely. The District Attorney 
has taken the stand that a seaman, according to immigration laws, 
may be deported to the country from which he last came and that 
the “country from which he last came” may be the country where 
he signed on a ship. In a large number of cases this would be Eng- 
land. Therefore, if it is found that seamen may be deported to the 
country where they signed on a vessel, legislative action may not be 
necessary. 

It is obvious that Chinese seamen who desert and disappear in 
New York or San Francisco are hindering rather than helping the 
war effort and the threat of deporting them to Great Britain might 
be an effective influence. On the other hand, it has been stated that 
Chinese seamen cause little or no trouble on American or Panamanian 
ships which pay higher wages. Whether this Government should 
pass legislation encouraging practices by other nations to which we 
ourselves do not subscribe and which are at the expense of other 
United Nations citizens should be given very careful consideration. 

J. E. Savasrap 

332545—57——51
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893.865/2 ; | | : | | 

Memorandum of Conversation, by the Assistant Secretary of State 
(Berle) 

| [Wasuineton,] February 4, 1943. 

Participants: ‘The Chinese Ambassador, Dr. Wei Tao-ming; 
_ Minister Counselor, Mr. Liu Chieh; — 

_ Representative of Minister of Finance, Mr. T. M. Tsi; 
The Attorney General, Mr. Francis Biddle; 
Mr. A. A. Berle, Jr. | 

The Chinese Ambassador and his aides and the Attorney General 
met in my office, at the suggestion of the Attorney General. The 
purpose was to see whether the Chinese Ambassador would make any 
objection to the text of the proposed amendment to the Immigration 

Act. The purport of the amendment was to permit the Department 

of Justice to deport alien seamen who had illegally entered the United 

States, to the country of the flag of the ship in which they came, where 
it was impracticable to deport them to their own country. The effect 

of this would be to permit deportation of deserting Chinese seamen to 
Britain, because practically all such desertions are from British ships. 

As deserting Chinese seamen cannot be deported to China, without _ 

such an amendment in practice they remain here. | 

I began by stating the case, pointing out that the Embassy was 
thoroughly familiar with the problem, on which they had been work- 
ing for months with the War Shipping Administration. We had 
hoped, by ameliorating the lot of the Chinese seamen, to reduce the 
desertion rate, and the Chinese Government had agreed to try to 
discourage desertions. Asa result, the Chinese seamen were now very 
nearly on a parity with the British seamen, and arrangements were 

being made for their welfare here. Yet the desertions were continuing, 

and since the men could not be deported, it was necessary to change 

the law. In previous contacts, I pointed out, the Embassy had not 

taken a position. | oe | | 

The Attorney General thereupon explained the text and drift of 

the proposed amendment. | : 
The Chinese Ambassador said that this was a difficult problem 

which they wished to regard as a whole, and that it had many phases. 

Particularly, he said that the War Shipping Administration had 
now promised to the Chinese Government a number of liberty ships, 

two of which might be delivered in the not distant future. Some 600 

seamen had deserted and they could be used as crews on the ships. 

The real issue, he said, was not so much equality of pay as treatment 

* Approved May 26, 1924; 43 Stat. 153.
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by the British officers. He thought that with patience a solution could 
be reached, especially after the liberty ships were delivered since 
Chinese seamen could then be used on Chinese ships. 

I said at once that I did not think this Government could permit 
the question of liberty ships to be connected with the problem of 
handling deserting seamen. As the Ambassador knew, there were 
many thousand Chinese seamen on British ships. If the theory was 
that they could leave the British ships and await the delivery of 
American ships to China, the net result would be to tie up a British 
ship for every liberty ship furnished the Chinese. Plainly, this would 
gravely handicap the war effort. 

The Ambassador made a second attempt to tie up the question of 
delivery of ships to China with the problem of dealing with deserting 
seamen, and got no encouragement from the Attorney General or 
from me. He evaded taking a clear position on the proposed amend- 
ment, bringing in the various grievances against British officers, and 
saying that the knowledge that Chinese seamen might be deported 
to Britain would, in his opinion, increase rather than decrease the 
difficulty. | 

The Attorney General then made a brief statement. He said he 
hoped the Ambassador would realize that it was very unusual to 
consult a foreign embassy in a matter of domestic legislation. He 
had asked this meeting because of the very great consideration they 
had for the Chinese Government and for the views of the Embassy, — 
and because he did not wish it to be thought that any step was being 
taken to discriminate against the Chinese. He pointed out that the 
Department of Justice had taken the lead in endeavoring to ameli- 
orate the position of the Chinese seamen when Mr. Marshall Dimock 
had worked on these matters; and had achieved a very considerable 
degree of success. As the situation now stood, every other seaman 
could be deported to England. The text of the amendment did not 
set up a special category for Chinese, since it applied to any seaman 
who could not be deported to his native country; it applied not merely 
to Chinese but to Swedes, Finns and Russians. 
Answering a point that the Ambassador had made, namely, that 

| in the case of other seamen deportation to England meant deportation 

to a country in which their governments-in-exile were situated, the 
Attorney General pointed out that this was not true of Swedes, Finns 
and Russians since none of them had governments-in-exile in Britain. 

The Ambassador said that the Chinese could be deported to China 
by way of Karachi. I interposed that this would not help much, since 
Chinese seamen were guilty of desertion under British law and would 
be picked up at Karachi before they ever got to China.
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The Counselor of Embassy inquired whether there were not mari- 
time courts of countries having governments-in-exile in Britain, so 
that the seamen would then be tried in a maritime court of their own 
country. I answered that I was not wholly clear about the jurisdiction 
of maritime courts, but my understanding was that they had jurisdic- 
tion only over offenses committed on, or in respect of, ships of their 
own flag. A Norwegian seaman committing an offense on a Norwegian 
ship would be tried by a Norwegian maritime court. Butif he deserted 
from a British ship he would be tried in a British court under British 
law. By consequence, the question of maritime courts did not seem 
to me to be relevant. 

The Ambassador repeated somewhat vaguely his hope that an all 
around solution could be found, and said he would study the text and 
let us know. 

The Attorney General emphasized the desire for speed. He pointed 
out that the War Shipping Administration was pressing for the legis- 
lation, and that the only effect of it was to restore a situation which 
had existed until a couple of habeas corpus cases had been decided, 
restricting the power of the Immigration authorities. Finally, he 
said that in situations of this kind they wanted not only to right 
the grievances of the seamen, but also to provide some method by 
which a satisfactory solution could be had. 

A[potr] A. B[erte], Jr. 

893.865/8 

The Chinese Ambassador (Wet) to the Assistant Secretary of State 
(Berle) 

WasuineTon, February 5, 1948. 

_My Dear Mr. Berte: I was glad to have the opportunity yesterday 
of discussing with you and the Attorney General the question of de- 
portation of Chinese seamen in the United States. I have since care- 
fully considered the matter and I feel that the position in which 
Chinese nationals now find themselves calls for special consideration 
from the standpoint of law enforcement in that they are prevented 
by circumstances of war to return to their own country. If they are 
made deportable to a third country contrary to the accepted practice 
of returning them to the country of origin, they are in fact made to 
suffer the consequences of force majeure and subjected to less favorable 
treatment than in normal times. 

In regard to the question of Chinese seamen in general, I wish to 
assure you that the Chinese Government is most anxious to collaborate 
with the United States Government to find a satisfactory solution
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and is taking steps in that direction. While I am able to appreciate 
the position taken by the Attorney General, I regret that I cannot 
subscribe to the course of action as contemplated in the proposed bill 
of amendment regarding deportation of aliens. 

I shall be obliged if you will be so good as to convey to the Attorney 
General the above observations and my appreciation of his courtesy 
in affording me the opportunity of discussing the matter with him. 

Very sincerely yours, Wet Tao-MING 

150.06/819 

Memorandum by the Assistant Secretary of State (Berle) to the 
Under Secretary of State (Welles) 

[Wasuineton,] March 3, 1943. 

I attended the executive session of the House Committee on Immi- 
eration and Naturalization. The hearing concerned an amendment 
to the immigration law permitting deportation of deserting seamen 
to the country of the vessel on which they had signed articles where 
they could not be deported to their own countries. In practice this | 

means Chinese seamen. 
The Maritime Commission took the laboring oar in urging the 

amendment—pointing out, among other things, that four ships actu- 
ally carrying troops and supplies to North Africa had been held up 
by desertion, and that something had to be done about it. The De- 
partment of Justice joined in that view, though less strongly. When 
they got through, the committee asked the views of the Department. 
I said that we had given prayerful consideration to this. We wished 
to give the utmost recognition to the Chinese case. The real difficulty 
was that the Chinese sailors objected to working under British masters 
(a) because the wages and conditions were discriminatory, and (0) 
because there was a feeling of race prejudice. 

I pointed out that during the past year we had worked with the 
British until the inequalities of pay, treatment, etc., were substantially 
removed. The race difference of course nobody could remove save 

through a long process of education. 
I pointed out that the case of Chinese seamen was exactly the same 

as the case of all Allied seamen—many of whom had wished to desert 
here to get higher pay on American ships or in American munitions 
factories or to make illegal entry into the United States. We had 
virtually stopped this by removal of grievances and by deportation. 
In effect, therefore, the Chinese were now in a privileged position. 
This, of course, combined with the delay to our own ships, created 
a difficult situation.
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I said that we had finally come to the conclusion that first things 
came first; that from the finding of facts as the Maritime Commission 
had stated them, namely, that our war effort was being jeopardized, 
we were forced to agree that the position taken by the Maritime Com- 
mission was right. Unless there was a victory, the Chinese worries 
about discrimination would cease to exist and the Nazis and the Jap- 
anese would do it for them. Further, the matter was, in essence, one 
of our own domestic law. 

But, I said, the clauses drawn gave administrative discretion to the 
Attorney General. The Department of Justice had very courteously 
and faithfully worked with us in these matters in completest harmony. 
Both Justice and we agreed that the most sympathetic and favorable 
administration of the law was indicated, so that the Chinese position 
should be preserved up to the limit. 

I noted that the Chinese had themselves agreed that there should 
be no desertions and were really embarrassed by their lack of ability 
to control their own men. 

At the close of the testimony, the sole objector on the committee 
withdrew his objection. I gather, therefore, that the amendment will 
have the unanimous support of the committee, or at least of those 
members present. | 

. A[pout¥F] A. B[ere], Jr. 

150.06/818 

The Acting Secretary of State to the Chairman of the Senate 
Committee on Immigration (Russell) 

| : Wasuineton, March 10, 1943. 

My Dear Senator Russeti: Your letter of February 26, 1943 ° 
| in which you enclose a copy of a proposed amendment *° to the im- 

migration law extending the authority to deport aliens, has just come 
to my attention. It appears that your letter was misplaced in the 
division where the opening and sorting of mail takes place. I want 
to express my regret that this delay should occur. 

In the opinion of the State Department the passage of this amend- 
ment to the immigration law appears to be of importance to the 
prosecution of the war effort. In effect it removes a discrimination 
which has existed in practice in favor of Chinese seamen and in the 
long run it can only work to the benefit of the Chinese Government 
and people. 

*Not printed. | a | . 
7H. R. 2076 (78th Cong., Ist sess.), “to authorize the deportation of aliens 

to countries allied with the United States.”
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On March 8, 1948, Assistant Secretary of State Berle, at my request, 

attended an executive session of the House Committee on Immigration 

and Naturalization which was considering the companion measure to 

the one discussed by you, and testified in general to the above effect. 

Sincerely yours, | SUMNER WELLES 

893.865/7 

Memorandum of Conversation, by the Assistant Secretary of State 
(Berle) 

| [WasHineton,] April 8, 1943. 

The Chinese Ambassador came in to see me at his request. He 
referred to the legislation which the Maritime Commission had been 
sponsoring in respect to permitting deportation of Chinese seamen to 
the country of the registry of their ship, where they cannot be de- 
ported to their own country. He said that some indication had been 
given by Representative Halleck in the House of Representatives that 
the Chinese Embassy had consented to this, whereas they had not. I 
said I would endeavor to see what could be done and that I was unable 
to see how a misunderstanding could arise, since when we had been 
asked on the point by the House Committee, it had been made very 
clear that the Chinese Embassy, if asked, undoubtedly would not — 
assent. | | 

The Ambassador then said that this was a difficult business. They 
wanted to remove any discrimination as between British and Chinese 

- geamen, after which they thought that the government would be in a 
stronger position to prevent desertions. But now only a narrow mar- 
gin remained between the pay given to Chinese seamen and to British 
seamen and he thought that there was no real reason why the British 
Government, having taken a big step, should not take a little one. I 
told him that, as he knew, our steady policy had been to remove any 
discrimination, and indeed it was due to that that the discrepancy had 
been in a large measure removed. I said that as to the larger plans 

| the Maritime Commission could not get itself into a position where 

Chinese seamen could desert without danger of deportation when every 
other seaman in the world had the same privilege. 

The Ambassador said that he realized that we are in a difficult posi- 
tion as between the British and the Chinese Government, but he hoped 
for a general solution which might be helpful to the whole situation. 

A[potr] A. B[erue], Jr. 

Nore: What the Ambassador meant by the last statement was that 
the Chinese Government’s bargaining power as against British would
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be diminished if we enforced against the Chinese laws similar to those 
enforced against all other seamen. I am told that the Chinese Am- 
bassador has made this point in conversation with the people of the 
Maritime Commission. We have endeavored to be cautious, lest the 
Chinese play the liberality of our laws against the British. 

150.06/836 

Memorandum of Conversation, by the Secretary of State 

[WasHineton,| April 10, 1948. 

The Chinese Ambassador called at his request and presented to me 
an aide-mémoire, copy of which is hereto attached. It relates to the 
deportation of Chinese seamen. He elaborated somewhat in oral con- 
versation on the subject matter of this document. I thanked him and 
said it would be given fullest attention. 

C[orpett] H[ vt] 

. [Annex] 

The Chinese Ambassador (Wet) to the Secretary of State 

Arpr-M&MOoIRE 

1. The Chinese Ambassador begs to refer to the letter from the 
Acting Secretary of State dated March 10, 1943, which was read by 
Senator Russell on the floor of the Senate on April 9th, 1948, stating 
that the proposed amendment to the immigration law, entitled “De- 
portation of certain aliens” can only work to the benefit of the Chinese 
Government and people. 

2. As the Chinese Ambassador had occasion to point out both ver- 
bally and in writing to the State Department, the Chinese Govern- 
ment cannot accept the view that Chinese citizens may be deported 
to any country other than that of their origin. | 

3. The Chinese Ambassador regrets that this matter has been raised 
at a time when the Chinese Government has approached the British 
Government for negotiations regarding the revision of the agreement 
regulating conditions of work and scale of wages of Chinese seamen 
employed on British ships. The Chinese Government is anxious that 
Chinese citizens should contribute to the common efforts of the United 
Nations and is prepared to undertake means of compulsion towards 
Chinese citizens not abiding by the terms of agreements when con- 
cluded, including even conscription. 

4. Such agreements, however, can only be based on equality of treat- 
ment for Chinese citizens. 

5. The legislation now before the Senate would, however, place new 
disability on Chinese citizens at a time when public opinion in China
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expects Chinese citizens to be accorded equality of treatment as be- 
tween Allies. 

6. The Chinese Ambassador requests that the attitude of his Govern- 
ment be made clear to the Chairmen of the Senate Committees on 
Foreign Relations and Immigration before final action is taken. 

[Wasuineton,] April 10, 1943. 

893.865 /8 

Memorandum of Telephone Conversation, by Mr. Troy L. Perkins of 
the Division of Far Eastern Affairs 

[Wasuineton,] April 14, 1943. 

Mr. Tsui *"* of the Chinese Embassy telephoned Mr. Perkins on the 
morning of April 14 and said that he understood that the legislation 
relating to the deportation of seamen might be expected to be passed 
by Congress shortly. In view of the urgency of the matter, he said, 

the Chinese Embassy hoped that the State Department would do 
whatever it could to effect an amendment or change in the legislation 
in so far as it pertained to Chinese seamen. Mr. Tsui said that the 
Embassy regarded the legislation as unfair to Chinese seamen. He 
mentioned that the Chinese Ambassador was in New York at the 
moment. 

Mr. Tsui was told that his message would be communicated to the 
officers of the Department who are handling the matter. Mr. Perkins 
gave Mr. Mundy of Mr. Berle’s office the substance of the conversation 
with Mr. Tsui with the request that Mr. Berle be informed. Mr. Tsui’s 
message was also communicated to Mr. Stone of the Secretary’s office. 

893.86/54 

Memorandum by the Adviser on Political Relations (Hornbeck) 

[WasHineron,] April 15, 1943. 

In connection with the question of the Chinese seamen, there was 
held in Mr. Long’s office yesterday a meeting at which there was 
lengthy discussion of the question what should be the attitude and the 
procedure of the Department in the presence of there being pending 
in Congress legislation and there having been received from the 

Chinese Embassy expressions of objection thereto. 

* Initialed by the Chief of the Division (Hamilton). 
“8 Kirst Secretary of the Chinese Embassy.
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This morning there came addressed to PA/H and to FE a mem- 

orandum™ by Mr. Long to the effect that, in as much as matters 
relating to this question had been handled by Mr. Berle, he, Mr. Long, 
wished to refrain from action or participation in action regarding 
this subject and to have the handling of the matter remain with Mr. 

Berle. | | | 
This afternoon I spoke to Mr. Long about this. He said that he had 

spoken with Mr. Berle about it and that he had expressed to Mr. 
Berle the opinion that FE should be consulted. | | 

For purposes of record, it needs to be stated that, although FE and 
PA/H have been consulted at some points regarding some features 
of this case, those offices were not consulted regarding and had no 
knowledge of the letter which went, over the signature of the Under 
Secretary, to Senator Russell under date of March 10 and that the 
representations which the Chinese Ambassador has made regarding 
this matter have been made directly to the Secretary and to Mr. Berle, 
whereas certain inquiries emanating from the Chinese Ambassador 
have been brought by a junior officer of the Embassy to FE. | - 

Further for purposes of the record, it is the opinion of Messrs. 
Hamilton, Hiss and Hornbeck that the probably most expedient course 
which the American Government might pursue at this stage, from 
point of view of U. S. relations with China and U. S. relations with 
Great Britain would be to have the proposed legislation held in sus- 
pense and let further appropriate efforts be made to cause the British 
Government to raise the pay of Chinese seamen to equality with the 
pay of British seamen serving on British vessels and to bring about 
the return of Chinese seamen to the vessels on which they come to this 
country or to other vessels of the registries of those countries. | 

150.06/831 : 
Memorandum of Conversation, by the Assistant Secretary of State 

(Berle) - - 

[WasHineton,]| April 16, 1943. 

Sir Arthur Salter ** came in to see me, at my request. ) 
I said that he doubtless was aware of the state of the record in con- 

nection with the amendment to the Immigration Act. This permits 
deportation of deserting Chinese seamen, as well as other aliens, who 
cannot be deported to the country of which they are nationals. 

I said, as he knew, the bill having been passed by the House and 
the Senate was now lying over on a motion to reconsider by Senator 
LaFollette. | 

* Not found in Department files. 
* Of the British Merchant Shipping Mission.
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Sir Arthur said that he had followed the bill closely and knew the 
situation. 

I then said that the Chinese Ambassador had presented a protest— 
a rather mild one to me, and a stronger one to the Secretary. We 
had this before us. I said that the ground for this protest was that 
Chinese seamen ought not to be deported, under these circumstances; 
and that the real issue was equality of treatment as between Chinese 
seamen and British seamen, serving on British boats. The actual 
difference in treatment between the two seemed not to be great; and I 
wished to inquire whether steps could not be taken quickly to equalize 
the difference. | 

I said that this seemed to me the only way of avoiding debate on the 
bill, which probably would consist in airing Chinese grievances 
against the British, and so forth—which would not be helpful in the 
general situation. | 

Sir Arthur said that he likewise had been considering the matter. 
He said that he had an opportunity to approach T. V. Soong “ on the 
matter; and that he proposed to do so in conjunction with Lord Hali- 
fax. He outlined a strictly personal idea as to how the matter 
might be handled, which, however, he asked me not to record, because 
he said that it was merely his personal idea and he had not cleared it 
with his Government. 

I told him that I thought that the bill would lie in its present stage 
for ten days or two weeks, but probably not longer than that. 

Sir Arthur said that he would keep me advised. I told him likewise 
that I would give him, for his confidential information, a copy of the 
protest which the Chinese had presented to us. I said that, plainly, 
we were in between, in a problem chiefly between the British and the 
Chinese. | 

Sir Arthur said that he realized this. He said, further, that they 
were concerned about two aspects of the matter. One was that the 
Chinese were in the position of having broken their contract and then 
asking for negotiations to revise it. Nevertheless, Sir Arthur was 
prepared to recommend waiving this feature and entering into nego- 
tiations with Soong. The other aspect was that while they were 
prepared to equate with the Chinese, they did not wish this to be used 
as forcing the British to equate their pay to the pay of all other United 
Nations seamen. He said that practically every nation when it came 
into the war had more or less frozen seamen’s pay. The rates of pay 
largely reflected the date when the various countries had come into the 
war; since, between the time when Britain entered the war and the 
time when the other nations were attacked, their shipping had had the 

“ Chinese Minister for Foreign Affairs, temporarily in the United States. 
* British Ambassador in the United States.
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benefit of very high wartime earnings, which were reflected somie- 
what in the seamen’s rate. He hoped it would be understood, there- 
fore, that by endeavoring to equate with the Chinese this would not 

be used as a lever to force them to bring the British wage standard 
up to the standard of other countries. 

He explained in some detail the technical difficulties about equating 
the British pay scale with the Chinese. The Chinese seamen get two 
months’ bonus at the end of each year; whereas the British do not. 
The British pay insurance and otherwise pay for their own medical 
treatment; the Chinese pay no insurance and get free medical treat- 
ment. The British pay their expenses while ashore; the Chinese have 
their expenses paid for them. These, he said, would take more than 
ten days’ time to work out; but he thought that a method might be 
worked out which would resolve the present debate. 

I said I was glad he felt he could tackle it. 

A[potr] A. B[zrie], Jr. 

893.865 /9 

Memorandum of Conversation, by Mr. Troy L. Perkins of the Division 
of Far Eastern Affairs 

[Wasuineron,] April 21, 1948. 

Mr. Tsui called at the Department on the morning of April 21 and 
handed Mr. Perkins an informal typed statement which he stated 
could be used in leu of an oral statement, and which he said was to be 
considered as in continuation of an aide-mémoire left with the Secre- 
tary by Ambassador Wei at the time of his April 10 call. The typed 
statement reads as follows: 

“1, The Chinese Ambassador begs to refer to the request he made 
in his communication of April 10, 1948 that the observations of his 
government on H. R. 2076 should be communicated to the Chairmen of 
the Foreign Relations and Immigration Committees of the Senate. 

“2. The Chinese Ambassador pointed out that negotiations have 
been engaged with the British Government in regard to providing 
equality of treatment in conditions of work and scale of wages for 
Chinese seamen. 

“3. The Chinese Ambassador wishes now to communicate that these 
negotiations are being undertaken by the Minister for Foreign Affairs 
of China and the British Ambassador at Washington, and a definite 
conclusion is expected ina few days. ‘The Chinese Ambassador would 
be very grateful if this information could also be conveyed to the two 
Chairmen of the Senate Committees.” 

* Initialed by the Chief of the Division (Hamilton).
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893.86/7 

Memorandum by the Under Secretary of State (Welles) to the 
Assistant Secretary of State (Berle) 

[Wasuineron,] May 28, 1943. 

T. V. Soong came in to see me this morning and told me that he and 
Lord Leathers?” had agreed that Dr. Wellington Koo in London 
would reach an understanding with Lord Leathers, upon the latter’s 
return, covering the question of the treatment of Chinese seamen. Dr. 
Soong told me that he believed that a satisfactory agreement would be 
reached in the immediate future, and that all the Chinese Government 
was endeavoring to obtain was the establishment of the principle of 
equality of treatment to be accorded Chinese seamen—not from the 
standpoint of pounds and shillings, but in the abstract. He asked if I 
would request you, consequently, to see if the pending legislation in the 
Senate could not be delayed in view of the probability that an agree- 
ment would soon be reached. 

893.86/5 

The Chinese Embassy to the Department of State 

The following statement is issued by the Chinese Embassy simul- 

taneously with the British Embassy : 

The National Government of the Republic of China and the Gov- 
ernment of the United Kingdom of Great Britain and Northern Ire- 
land, having concluded an agreement in April 1942 in regard to terms 
and conditions of employment of Chinese seamen in British ships in 
accordance with the principle of equality of treatment with British 
seamen, and being desirous of maintaining the principle on which that 
agreement was based, have authorized their respective delegates in 
London to revise the terms and conditions of employment made under 
the agreement in the light of any alterations which have taken place 
since its conclusion and in order to make any adjustment which may 
now seem necessary for the purpose of giving full effect in the new cir- 
cumstances to the principle of equality of treatment. 

[WasuHineton,] July 7, 19438. 

* British Minister of Supplies and Transportation. 
* Chinese Ambassador in the United Kingdom.
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893.86/5 

Memorandum by the Assistant Secretary of State (Berle) 

[Wasuineton,] July 8, 19438. 

The matter of deserting Chinese seamen and legislation to rectify 
the situation seems now to be settled. 

The British and the Chinese agreed on a joint statement which 
they issued yesterday (copy attached’®). It says in substance that 
the two Governments have agreed with regard to terms and conditions 

| of employment. : 
On this basis, the Congress has passed legislation permitting 

deportation of Chinese seamen to India. While the legislation is 
not wholly satisfactory, it does permit the Department of Justice 
to deport Chinese seamen—via England if necessary, according to 
Justice—and they say they will do this. 

All hands having agreed, there seems to be nothing further for us 
to do in the matter and we can consider it closed—unless of course 
the Chinese continue to desert. 

T. V. Soong has indicated he will endeavor to withdraw the Chinese 
Consul in New York who has not been helpful in the matter. — 

| A[porr] A. B[errz], Jr. 

893.86/8 | 

The British Embassy to the Department of State 

AIDE-M=EMOIRE 

Discussions have been proceeding between His Majesty’s Govern- 
ment in the United Kingdom, the Government of India and the Chi- 
nese Government regarding arrangements for the deportation from 
the United States to Ramgarh, India, with a view to their conscrip- 
tion into the Chinese armed forces, of Chinese seamen who have 
deserted their ships. These arrangements are in accordance with 
the recent law passed by Congress to amend the United States Immi- 
gration Law in respect of the deportation of alien seamen. | 

_ As will be seen from the attached copy # of a letter from Mr. T. V. 
Soong to Lord Halifax, the Chinese Government are in agreement 
with the principle that Chinese deserters should be deported to India 
and there conscripted into the Chinese armed forces. 

The Government of India have also agreed to the proposed arrange- 
ments, subject to the following conditions: 

” Supra. 
* Approved July 138, 1943; 57 Stat. 553. 
™ Not printed.
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(i) Individuals deported to India must be of sufficiently high medi- 
cal category to permit of their acceptance in the Chinese Army. 

(ii) No individual whose history is doubtful from the point of view 
of security should be sent to India. 

(iii) Assurance should be given to the Indian Government before 
| the first party of Chinese deserters leaves a United States port that 

definite orders have been sent to Ramgarh to provide a Chinese mili- 
tary escort for the deserters on their arrival in India and to escort 
them from the port of arrival to Ramgarh. 

(iv) Deserters should be sent in batches of twenty-five to thirty-five 
at a time under intimation to the Government of India. 

His Majesty’s Government would be grateful to the State Depart- 
ment if they could be empowered to assure the Government of India 
that the above conditions, to which they attach great importance, are 
acceptable to the United States authorities concerned and will be ef- 
fected by them insofar as their co-operation may be necessary in carry- 
ing out the proposed arrangements. In view of the fact that the Chi- 
nese armed forces at Ramgarh are understood to be under the orders 
of General Stilwell, His Majesty’s Government would also be grate- 
ful if General Stilwell could be urgently requested to confirm that ar- 
rangements will be made to provide Chinese military escorts for Chi- 
nese deserters at the port of arrival in India in accordance with the 
third of the stipulations mentioned in the preceding paragraph. 

WasuHineron, September 14, 1943. 

893.86/5a : Telegram oe 

The Secretary of State to the Ambassador in China (Gauss) 

| W AsHINGTON, September 25, 1943—2 p. m. 

1364. Please communicate the following to General Stilwell and 
transmit his reply to the Department: 

Agreement has been reached between British, Indian and Chinese 
governments for deportation from United States to Ramgarh, India 
with a view to their conscription into Chinese armed forces of Chinese 
seamen who have deserted their ships in United States ports. Pro- 
posed arrangements are in accordance with the recent law passed by 
Congress to amend United States immigration law in respect of de- 
portation of alien seamen. The agreement of the Indian government 
is subject to following conditions: (1) Individuals deported to India 
must be of sufficiently high medical category to permit of their ac- 
ceptance in the Chinese Army; (2) No individual whose history is 
doubtful from point of view of security should be sent to India; (3) 
Assurance should be given to the Indian Government before the first 

I Te ommanding General, United States Army Forces in China, Burma, and 
ndia.
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party of Chinese deserters leaves a United States port that definite 
orders have been sent to Ramgarh to provide a Chinese military escort 
for the deserters on their arrival in India and to escort them from the 
port of arrival to Ramgarh; (4) Deserters should be sent in batches of 
twenty-five to thirty-five at a time under intimation to the Government 

of India. : 
Since the Chinese armed forces at Ramgarh are under your orders 

the Department would be grateful if you would advise whether the 
arrangements and the conditions proposed by the Indian government 
are acceptable to you and in particular whether you can give assurance 
that arrangements will be made to provide Chinese military escorts at 
the port of arrival in India, and how much advance notice you will 
require. Anearly reply would be appreciated. 

How 

893.86/6 : Telegram 

The Ambassador in China (Gauss) to the Secretary of State 

Cuunexine, October 4, 1948—9 a. m. 
[Received 1:19 p. m.] 

1851. Department’s 1364, September 25, 2 p.m. Message commu- 
nicated to Stilwell by letter September 28th. He replied under date 
of September 30th giving his personal views as follows: 

“My experience with deserting seamen in India has not encouraged 
me to ask for more of them. We have our hands full without any 
extra complication and a man who will desert his ship will desert 
from the army. The reputation of the Chinese in India has to be 
carefully guarded since the British do not want them there anyway 
and an element of this type is sure to cause us trouble. I have had 
no information or instructions from the Chinese Government about 
the matter but if it is already settled, I have no choice but to accept 
it. I donot approve of the arrangement and believe it would be simpler 
and better for all concerned to put them into a concentration camp in 
the United States for the duration.” 

Gauss 

893.86/6: Telegram 

The Secretary of State to the Ambassador in China (Gauss) 

| WasHinetTon, October 15, 1943—9 p. m. 

1480. In view of General Stilwell’s disinclination, as indicated in 
your 1851, October 4, 9 a. m., to receive deserting Chinese seamen 
into the forces under his command, it is suggested that you discuss 
this matter with Dr. Soong, who is thoroughly familiar with the
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problem, and explore the possibility of the Chinese making some other 

arrangement for looking after deserting Chinese seamen who may be 

deported from this country to India. 
| shuns 

893.86/10: Telegram 

The Ambassador in China (Gauss) to the Secretary of State 

Cuunexine, October 23, 1943—9 a. m. 
[Received October 23—7: 14 a. m.] 

2008. Department’s 1480, October 15. I took up this matter with 

Soong October 22. He stated that the arrangement outlined for the 
disposition of deserters in question had been approved personally by 
the Generalissimo and he would have to take the matter up with the 

General to see if another solution could be found. 
Gauss 

893.86/10 : Telegram 

The Acting Secretary of State to the Ambassador in China (Gauss) 

Wasuineton, November 1, 1943—2 p. m. 

1567. With reference to the problem of the disposition of deserting 
Chinese seamen upon their deportation and arrival in India referred 
to in Embassy’s 2008, October 23, 9 a. m., War Shipping Administra- 
tion desires to know whether these men will be transferred upon 
debarkation in India to the Chinese unit at Ramgarh. War Shipping 
Administration states it is anxious to deport 20 or 25 deserters in 
accordance with provisions of legislation recently enacted by Congress 
and agreement between the Chinese, British, and ourselves, and that 
failure to take such action would seriously aggravate this problem. 

STETTINIUS 

893.86/11: Telegram 

The Ambassador in China (Gauss) to the Secretary of State 

Cuunexnina, November 12, 1943—7 p. m. 
[Received November 13—7: 40 a. m.] 

9141. Departiment’s 1567, November 1. Soong informed me 
November 9 he had discussed matter with Generalissimo and suggested 
that if Stilwell did not want the seamen at Ramgarh they be flown to 
Kunming for induction there into Chinese army; Soong said there 
should not be many seamen involved—all that was needed was a gesture 

332545 —57——52
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and there would be no further desertions. After further discussion 
with Stilwell’s headquarters we are now informed that, rather than 
use plane space for even one or two batches, Stilwell prefers to accept 
the antagonist [stc] batch of deserters at Ramgarh and will require a 
week or 10 days’ notice of their arrival at debarkation point in order 
to arrange for Chinese military escort suggested by penultimate sen- 
tence Department’s 1364, September 25. 

Gauss



APPLICABILITY OF THE SELECTIVE SERVICE ACT TO 
CHINESE STUDENTS IN THE UNITED STATES 

811.2222 (1940) /3744 | | 

Memorandum of Conversation, by the Chief of the Division of Far 
Eastern Affairs (Hamilton) 

[Wasuineton,] February 22, 1943. 

During the course of a call Dr. Liu Chieh* brought to my attention 
the situation of Chinese students in the United States under Selective 
Service requirements. Dr. Liu said that last May an arrangement 
had been worked out with the Selective Service whereby foreign 
students in the United States were exempted from military service 
in as much as such students were not regarded as residents of the 
United States. More recently, Dr. Liu said, an increasing number of 
students were writing to the Chinese Embassy reporting that local 
draft boards were asking them to call and the local draft boards 
were showing greater reluctance to continue to regard Chinese stu- 
dents as exempted from induction into the United States Army. Dr. 
Liu said that at times the Embassy took cases up with the Selective 
Service, that this was a somewhat cumbersome procedure, that in 
some cases exemptions had been granted by Selective Service up to 
June 30 of this year, but that the prospect of exemption after that 
time seemed to be less than it had been heretofore. 

Dr. Liu said that according to an item in the press of several months 
ago an agreement had been made between this Government and the 
Mexican Government whereby Mexican students in the United States 
were exempted from Selective Service.? 

Dr. Liu said that a few days ago the Chinese Embassy had received 
an instruction from the Chinese Government to take up with this 
Department the situation of Chinese students in the United States 
with a view to concluding some arrangement similar to that made 
between this Government and the Mexican Government whereby 
Chinese students in this country would continue to be exempted from 

Selective Service. 
_ Dr. Liu emphasized that Chinese students pursuing their education 
in this country were in the eyes of the Chinese Government doing 

* Minister Counselor of the Chinese Embassy. 
? Probably a reference to article II] of the Military Service Agreement between 

the United States and Mexico, signed at Mexico City, January 22, 1943, Depart- 
ment of State Executive Agreement Series No. 323, or 57 Stat. 973. 
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something which was quite important from point of view of China’s 
war effort and the reconstruction period that would follow the war. 
Dr. Liu pointed out that a course of study which to this Govern- 
ment might not seem to be related directly to the war effort might be 
so related in the eyes of the Chinese Government. He referred to 
the fact that China had a great dearth of qualified, educated personnel 
in many lines. He stated that continuance of the education of Chinese 
who were studying here was a matter of importance to the Chinese 
Government. 

He said that his approach related only to Chinese who were pur- 
suing their studies here. 

Dr. Liu expressed the hope that this matter might receive prompt 
attention. 

I told Dr. Liu that I had no previous information in regard to the 
reported arrangement with the Mexican Government, that we would 
be glad to look into the question which he had raised, and that we 
would later get in touch with him in regard to the matter. 

M[axwett] M. H[amiron] 

811.2222 (1940) /37388b 

The Secretary of State to the Chinese Ambassador (Wez) 

WasHINnGToN, March 10, 1943. 
Excerttency : I have the honor to refer to various discussions held 

between officers of the Department and of the Chinese Embassy on 
the subject of the obligations of Chinese nationals in the United 
States under the Selective Training and Service Act of 1940,? as 
amended. It is understood that the Embassy is in doubt as to the 
applicability of that law to Chinese nationals and particularly to 
Chinese students. The following outline of the principal provisions 
of the selective service law is, therefore, furnished in order that the 
Embassy may be able properly to advise Chinese nationals in the 
United States. 

The Selective Training and Service Act of 1940, as amended, a 
copy of which is enclosed for convenient reference, provides generally 
that all male American citizens and all male aliens residing in the 
United States who are between the ages of 18 and 65 shall register, 
and that all such persons between the ages of 18 and 45 shall be subject 
to military service. It should be noted, however, that the induction 
of men who are 88 years of age and over has been temporarily 
suspended. 

* Approved September 16, 1940 ; 54 Stat. 885.
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In regard to the status of aliens in the United States, it should 
be noted that all such aliens who are residing in the United States 
and who are within the specified age limits are required to register 
and are liable for service unless they are within one of the classes 
specified in Section 5 of the Act. Certain aliens who were lawfully 
admitted into the United States may, under a procedure established 

by the Selective Service Regulations, have a determination made 
whether they are or are not “residing in the United States” within 
the meaning of the selective service law. Any alien who comes to 
the United States and remains longer than three months must either 
register or obtain from the appropriate local board of the Selective 
Service System a Certificate of Non-residence. The regulations re- 
quire that the application for such certificate be filed by the alien 
within three months after the date of his entry into the United States, 
or within three months after persons of his age become liable for 
training and service by law, or prior to May 16, 1942, whichever is 
the later. Certificates of non-residence are generally issued for a 
limited length of time not exceeding six months, but an application 
for a new certificate may be made before the date of expiration of 
the old one. 

With regard to Chinese students, it may be stated that certain 
arrangements have been made between the Selective Service System, 
the Department of State and the China Institute in America whereby 
the latter certifies to the bona fide student status and to the importance 
to the Government of China of the studies being undertaken by 
individual Chinese nationals; these assurances are given due weight 
by the Selective Service System in determining whether the indi- 
vidual in question is entitled to recognition as a person not “residing 
in the United States”. It has been determined that those Chinese 
nationals who are receiving practical training in the United States 
cannot properly be regarded as non-residents; however, the assur- 
ances of the China Institute in America receive due consideration in 
determining whether occupational deferment may be granted. It | 
may be added that there has been no difficulty in regard to Chinese 
students and Chinese nationals receiving advanced training, on whose 
behalf the China Institute in America gives the assurances referred 
to above, and there is no reason to believe that this situation will 
change, provided that the same strict tests continue to be applied by 
the China Institute before giving the assurances. 

While this arrangement with the China Institute in America prob- 
ably will be applicable only to a limited number of Chinese students 
and to certain other Chinese nationals, it should be understood that 
it 1s the privilege of any other Chinese national to avail himself of
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the opportunity provided under the Selective Service Regulations 
to have a determination of his residence made. 

The Department will be glad, in individual cases, to request. the 
Selective Service System to review the file of any registrant 
who has experienced difficulties with his local board. In all such 
cases, however, full information should be furnished to the Depart- 
ment as to the number and address of the local board concerned, © 
together with such data concerning the registrant as may be pertinent, 
including the date of his arrival in the United States, his status 
under the immigration laws, his occupation, age, and, if he failed to 
apply for a determination of his residence within the period of time 
prescribed by the Selective Service Regulations, the reason for such 
delay. This information should be furnished to the Department 
in a memorandum or note. an 

It will be observed from the foregoing that, with the exception of 
those groups of persons who are specifically exempt from registration 
and service under the Selective Training and Service Act of 1940, as 
amended, and of those aliens who are found upon application not to be 
“residing in the United States”, all other male Chinese nationals 
between the ages of 18 and 65 are required to register and that those 
between the ages of 18 and 45 are subject to military service if called 
by their local boards. | 

it is understood that a directive has recently been issued by the 
Selective Service System to local boards to the effect that consider- 
ation be given in the classification of Chinese registrants to contribu- 
tions that may have regularly been made by the registrants to depend- 
ents residing in China. Under this directive the boards have been 
authorized to place in Class III-A or Class III-B Chinese registrants 
who prove to the satisfaction of the board that they have been con- 
tributing regularly substantial sums to dependents residing in China. 
It is believed that the Selective Service System is aware of the special 
circumstances relating to Chinese nationals, since this directive rep- 
resents a departure from the regular procedure applying uniformly 
to all aliens other than Chinese. The Department understands, how- 
ever, that this directive is subject to cancellation at any time. There- 
fore, it would appear desirable that both the Embassy and the 
Chinese Consular offices in the United States cooperate in calling to 
the attention of Chinese nationals that it will be necessary for them 
to comply with orders issued by their draft boards. 

The foregoing information is being brought to your attention as 
of assistance in bringing about satisfactory adjustments with refer- 
ence to various of the questions which officials of the Embassy have 
brought informally to the attention of officers of the Department, in- 
cluding questions relating to Chinese students in this country. It is
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the hope of the Department that in the light of this information it 
may also be possible for the Embassy to take such action as you may 
deem appropriate toward achieving a reduction in the number of 
Chinese registrants now being listed by the Selective Service boards 
as delinquents. I may assure you that the Department will be pleased 
to cooperate with you in this matter, and that it will be pleased to 
arrange for a discussion of the problem between officers of the Em- 
bassy, of the Department and of the Selective Service System if you 
believe that such a discussion would be fruitful in achieving the 
desired results. 

Accept [etc.] | For the Secretary of State: 
| | G. Howianp SHAw



REFUSAL OF THE UNITED STATES TO PERMIT THE RE- 
LAY OF CHINESE BROADCASTS TO SOUTH AMERICAN 
COUNTRIES THROUGH THE UNITED STATES 

893.76/140 

The Chinese Ambassador (Wei) to the Secretary of State 

The Chinese Ambassador presents his compliments to the Secretary 
of State and has the honor to inform him that the Chinese Central 
Broadcasting Station plans to send a daily ten minute broadcast in 
Spanish from Chungking to the countries in South America. But the 
Chinese station, XGOY, is not strong enough to reach South America. 
It is suggested that the broadcast may be relayed via San Francisco 
through the courtesy of the American short-wave station, KWID. 

The Ambassador will be greatly obliged if the Secretary will be 
good enough to inquire of the Coordinator of Inter-American Affairs 
whether an arrangement could be made to relay the ten minute broad- 
cast from Chungking every day. 

WasHineron, July 4, 1948. 

893.76/140 

Lhe Secretary of State to the Chinese Ambassador (Wei) 

The Secretary of State presents his compliments to His Excellency 
the Ambassador of China and has the honor to refer to his note of July 
4, 1943 concerning plans of the Chinese Central Broadcasting Station 
to send a daily ten minute broadcast in Spanish from Chungking to 
the countries of South America. The note suggests that the proposed 
broadcast might be relayed via the American shortwave station, 
I WID, in San Francisco in as much as the Chinese station, XGOY, is 
not sufficiently powerful to reach South America directly. 

The Department desires to inform His Excellency that it is con- 
trary to the policy of this Government to make available the facilities 
of shortwave radio stations controlled by this Government for the 
relaying of regular or continuing series of broadcasts originating in a 
foreign country and directed towards other foreign countries. It is 
regretted, therefore, that it is not possible to make arrangements for 
the relay of daily programs from Chungking to the other American 
republics as suggested in the Ambassador’s note. 

Wasuineton, August 19, 1943. 
818



ASSISTANCE BY THE UNITED STATES IN SECURING AD- 
MISSION OF CHINA AS A SIGNATORY TO THE FOUR- 
POWER DECLARATION ON GENERAL SECURITY, 
SIGNED AT THE MEETING OF FOREIGN MINISTERS IN 
MOSCOW 

740.00119 Military Political Commission/1a 

The Department of State to the Embassy in China 

WASHINGTON, September 24, 1948. 

There are attached hereto, for the information of the Ambassador,’ 

a copy of a “Tentative Draft of a Joint Four-Power Declaration” 
which was handed to Dr. Soong ? on September 21 in the strictest con- 
fidence, together with a copy of an “oral statement” in record of what 
was said to Dr. Soong in connection with this document. 

| Dr. Soong expressed the opinion that communication of the tenta- 
tive draft to him would suffice for and should be considered as com- 
munication of the matter to his Government. Dr. Soong said further 
that he was leaving Washington for Chungking the following week 
and that he would undertake to communicate with Chungking. Sub- 
sequently it was suggested to Dr. Soong that for reasons of security 
he might wish to limit himself to taking the documents under ref- 
erence with him to Chungking without having communicated them to 
his Government by telegraphic means. In response Dr. Soong said 
that he would take the papers with him on his person. (He did not, 
however, indicate whether he would or would not telegraph regarding 
them.) 

It is not desired that the Embassy take any initiative in the matter. 
The copies of the documents under reference are transmitted to the 
Ambassador for his information in the event that the matter is taken 
up with him by appropriate officials of the Chinese Government. In 
the event of such an approach to the Ambassador, the Ambassador 
should communicate full particulars and his comments to the Depart- 
ment, taking special precautions as to the security of the method and 
substance of communication. 

* Clarence E. Gauss. 
*7T. V. Soong, Chinese Minister for Foreign Affairs. 
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[Enclosure 1] 

Oral Statement by the Adviser on Political Relations (Hornbeck) 
to the Chinese Minister for Foreign Affairs (Soong) 

[Wasuineton,] September 20, 1943. 

The paper here attached is, as indicated, a tentative draft of a 
possible declaration to be made jointly by the four powers indicated. 

Copies of this paper are being communicated to the British, the 
Soviet Union and the Chinese Governments. | 

Proposal is being made to the British and the Soviet Union Govern- 
ments that consideration of this project be made an item on the agenda 
of the forthcoming Tripartite Conference. 

Any expression of its views or comments that the Chinese Govern- 
ment may feel constrained to make to the American Government would 
be welcomed. 

An indication of Dr. Soong’s views regarding the best method of 
communicating with his Government regarding this matter is 
requested. 

| [Enclosure 2] 

Tentative Draft of a Joint Four-Power Declaration 

The Governments of the United States, Great Britain, the Soviet 
Union and China: 

united in their determination, in accordance with the Declaration 
by the United Nations of January 1, 1942,‘ and subsequent declara- 
tions, to continue hostilities against those Axis powers with which 
they respectively are at war until such powers have laid down their 
arms on the basis of unconditional surrender; | 

conscious of their responsibility to secure the liberation of them- 
selves and the peoples allied with them from the menace of aggression; 

recognizing the necessity of ensuring a rapid and orderly transition 
from war to peace and of establishing and maintaining international 
peace and security with the least diversion of the world’s human and 
economic resources for armaments; 

jointly declare: | 

1. That their united action, pledged for the prosecution of the war, 
will be continued for the organization and maintenance of peace and 
security. 

2. That those of them at war with a common enemy will act to- 
gether in all matters relating to the surrender and disarmament of 
that enemy, and to any occupation of enemy territory and of territory 
of other states held by that enemy. 

* Infra. 
‘Department of State Executive Agreement Series No. 236, or 55 Stat. 1600,
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3. That they will take all measures deemed by them to be necessary 
to provide against any violation of the requirements imposed upon 
their present enemies. - 

_ 4, That they recognize the necessity of establishing at the earliest 
practicable date a general international organization, based on the 
principle of the sovereign equality of all nations, and open to mem- 
bership by all nations, large and small, for the maintenance of inter- 
national peace and security. 

5. That for the purpose of maintaining international peace and 
security pending the reestablishment of law and order and the inaug- 
uration of a general system of security, they will consult and act 
jointly in behalf of the community of nations. 

6. That, in connection with the foregoing purpose, they will estab- 
lish a technical commission to advise them on the military problems 
involved, including the composition and strength of the forces avail- 
able in an emergency arising from a threat to the peace. 

7. That they will cooperate with each other in bringing about a 
practicable lightening of the burden of armaments for themselves 
and for the world. | 

8. That they will not employ their military forces within the terri- 
tories of other states except for the purposes envisaged in this decla- 
ration and after joint consultation and agreement. | | 

740.0011 Moscow/17a: Telegram 

The Secretary of State to the Ambassador in China (Gauss) 

- Wasurneron, October 7, 1948—midnight. 

1442. With reference to your conversation with Chiang’ (Em- 
bassy’s 1871)® the Department would appreciate receiving by radio a 
detailed account of his questions and comments in regard to Russia. 

| Hun 

740.0011 Moscow/234 | 

The Adviser on Political Relations (Hornbeck) to the Secretary 
of State 

Lonpon, October 10, 1943. 
Dear Mr. Secrerary: I have found, in the course of a number of 

conversations which I have had with British officials since arriving 
here, a surprising unanimity of opinion that an exclusive commitment 
for purposes of leadership on the part of the Anglo-Saxon Powers 
would not be the most practical objective to pursue, together with a 
general leaning toward the concept that in the formation of an “EEx- 
ecutive Committee” for United Nations purposes, an arrangement 

* Generalissimo Chiang Kai-shek, President of the Chinese Executive Yuan 
(Premier) ; he was inaugurated as President of the Chinese National Govern- 
ment on October 10, 1943. 

° Telegram No. 1871, October 6, 11 a. m., p. 872.
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among four Powers (that is including China) would be better than 
either a two Powers or a three Powers arrangement. With regard 
especially to China, there has appeared among those with whom I 
have talked a general consensus of view that it would be easier to in- 
fluence China with regard to both the international aspects and the 
internal aspects of her development if China be on the inside of what- 
ever special grouping there may be of the major nations than if China 
be on the outside. This is what I have found most interesting in dis- 
cussions with the comparatively small number of contacts with whom 
I have had discussions thus far. The persons with whom I have held 
these discussions are, however, persons in important positions. You 
will realize that it is gratifying to me to have encountered these views 
and that I am hoping to find that they are widely held. 

I trust that your journey will be a safe one and your efforts be 
crowned with great success. 

Yours sincerely, Stantey K, Hornseck 

740.0011 Moscow/18 : Telegram 

The Ambassador in China (Gauss) to the Secretary of State 

Cuunexine, October 11, 19483—noon. 
[Received 12:08 p. m.] 

1914. Department’s 1442, October 7. Generalissimo inquired as 
to Mr. Hull’s health and asked whether he would personally attend 
Tripartite Foreign Ministers Conference. I replied I had no official 
information but assumed from recent press reports that he would 
attend in person. He then asked where conference would be held. 
I stated that when I left Washington there had been no announcement 
on the subject. He then asked what was the opinion in Washington 
when I left as to Soviet continuance in the war and collaboration with 
partners of the United Nations. I replied that I had not discussed 
this subject with higher authorities in Washington but that from my 
conversation in official circles generally I had definite impression that 
there is full American confidence that Soviet Russia will continue in 
the war and in collaboration with partners of United Nations. Gen- 
eralissimo commented that there has always been deep suspicion of 
Soviet intentions and subject is one of great importance. I replied 
that I had, of course, noted press speculation regarding intentions of 
Soviet Russia; that while there had been mutual suspicion between 
Soviet Russia and other powers for many years and it might take 
some time fully to break down any such suspicion still lingering in
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the minds of unofficial observers, there seemed in official circles at home 

to be every indication of confidence that relations with the Soviet 

would continue on a satisfactory basis and that the meeting of the 

Foreign Ministers would be successful in clarifying objectives and 

policies in matters of mutual concern and interest with reference to 

the European theater of the war. 
GAUSS 

740.00119 MPC/30 : Telegram 

The Ambassador in China (Gauss) to the Acting Secretary of State 

CuuNGKING, October 16, 1943—10 a. m. 
[Received 10:50 a. m.] 

1962. Foreign Minister Soong this morning asked me to inform 

Secretary Hull at Moscow that China is completely in agreement with 

American draft of proposed joint declaration by four powers, that 

China requests to be consulted by us in case any modification of 

American draft is considered by Three Power Conference and that 
China hopes to be informed by us from time to time of the negotia- 
tions at Three Power Conference when this subject comes up for 
discussion. Soong admitted in conversation that he had received the 
British proposed redraft of the declaration. 

In order to preserve security our codes and assuming Department 
has rapid and direct communication with Secretary Hull at Moscow, 
I am not repeating foregoing to Moscow. Request instructions for 

future guidance during presence Secretary at Moscow. | 
Gauss 

740.0011 Moscow/10-1843 

Summary of the Proceedings of the Third Meeting of the Tripartite 
Conference of Foreign Ministers, Moscow, October 21, 1943, 4 p. m. 

[Extract] 

Mr. Molotov®... added that the first question which oc- 
curred to the Soviet Delegation which had arisen immediately after 
the receipt of the original draft from the United States Government 
in September was whether it would be possible to consider a draft 
Four-Nation Declaration which included China in the absence of any 

representative of that country. 
The Secretary stated that as he had previously said the United 

States Government was anxious to ascertain the attitude of the vari- 

*V. M. Molotov, Soviet Commissar for Foreign Affairs.
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ous Governments associated with it in this war, whether in whole or 
in part, toward the principles which were set forth in this document. 
In regard to procedure the Secretary said that he was willing to 
accept anything that was agreeable to the others in regard to the me- 
chanics of consideration of the draft and that in regard to China he 
felt that the inclusion of China was of the greatest importance, in 
order to preserve the spirit of the unity of the United Nations. He 
went on to say that China could sign later and also other nations if 

they desired, as in the case of the United Nations Declaration. 
Mr. Molotov asked if there would be any objection to changes being 

made in the draft proposal without the presence of the Chinese at 
the Conference. 

The Secretary replied that in his view this was a matter for the 
assembled delegates to handle and that he believed that the document 
as agreed upon here could be submitted to the Chinese Government 
before the close of the Conference. He added that according to in- 
formation which he had received from the Chinese Ambassador the 
Chinese Government approved the Four-Nation Declaration and 
merely desired to be informed of any changes which might be intro- 
duced in the text at this Conference. He went on to say that if and 
when the document is finished here the Chinese Government could be 
informed immediately and asked to participate. 

Mr. Molotov said that from the point of view of the Soviet Gov- 
ernment the difficulty lay in the fact that no final decision could be 
made on the document if China was to be a party in the absence of a 
Chinese representative, whereas if the document was considered as a 
Three-Power Declaration it would be possible to agree and sign it 
during the Conference. 

The Secretary repeated that in his opinion it would seem logical to 
perfect the document at the Conference as a four nation one, sign it, 
and pass it on later to the Chinese Government for its approval or 
disapproval. 

Mr. Molotov said that in considering all of the advantages of which 
he was fully aware of having the Four Nations sign the document, 
the one great disadvantage from the Soviet point of view was that if 
China was to be associated originally in the Declaration it could not 
be finally decided upon at this Conference. | 

The Secretary said that in the view of the United States Govern- 
ment this proposal was completely in line with the previous declara- 
tions of the United Nations which were designed to bring into asso- 
ciation all the nations associated in whole or in part with one aspect 
or another of the war against the Axis and that if we should now 
abandon the spirit and nature and letter of the United Nations move- 
ment it would produce division of opinion and only lead to confusion,
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since on all these broad questions every country associated with us 

in the war, whether in whole or in part, were equally interested in the 

general principles involved. | 
Mr. Eden® said that it seemed to him that there were two points 

to consider: (1) the particular problem of China, which might be 

handled by perfecting and agreeing on the Declaration here and then 

immediately submitting it to the Chinese Government, and if the 

Chinese approved it might be possible to obtain the signatures of 

the four Nations before the end of the Conference, and (2) whether 

or not Mr. Hull intended that other nations would immediately ad- 

here to this Declaration since he personally had already envisaged it 

as an instrument of the Four Nations. 
The Secretary replied that he believed that many nations would 

make application to join but that he was not advocating such policy. 

Mr. Eden said that he had particularly in mind Section 6 with re- 

gard to the technical military commission since he felt it would be un- 

desirable at this stage to associate any other nations in such a 
commission. | | 

Mr. Molotov said that he agreed with Mr. Kden’s views on this 
point. He then proposed that the Conference consider this draft as 

one of three and not four Powers, but if it should prove possible to 

obtain the consent of the Chinese Government before the end of the 

Conference it could then be transformed into a Four-Nation Declara- 

tion. He said that he advanced this proposal in order to make the 

text proposed by the Secretary, the contents of which were viewed so 

favorably by all present, independent of the consent of any fourth 

nation not represented at the Conference. 

The Secretary pointed out the importance of considering the psy- 

chological situation of all the nations participating in one form or 

another, together with us, in the war, and that he felt that if one 

of the great nations which was making an important contribution 

to the war should be excluded, the psychological effect would be most 

harmful for the unity of the United Nations. 

Mr. Molotov said that he thoroughly agreed with the Secretary on 

the importance of the psychological aspect of the question, and, for 

that reason, he therefore felt that a failure to obtain an agreement 
among the three Powers on this draft would have a very adverse ef- 
fect on the other members of the United Nations, and that since the 

Conference was dealing with the concrete problems presented by the 
Draft Declaration any undue delay would in effect prejudice from 
the psychological point of view the purpose that everyone had in mind. 
He suggested therefore that the Conference proceed in the spirit of 
the United Nations to the consideration of the concrete proposals. 

® Anthony Eden, British Secretary of State for Foreign Affairs.
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The Secretary said that his observation had been in the nature of 
an inquiry. 

Mr. Molotov replied that he had welcomed the Secretary’s observa- 
tions, but he would like to repeat that in his view this document 
should not be regarded as necessarily a declaration of the four nations. 

740.0011 Moscow/10-18438 

Memorandum of Conversation, by the Secretary of State 

Moscow, October 21, 1943. 

During an intermission for tea, after Mr. Molotov had raised ob- 
jections to the inclusion of China in the Four-Nation Interim Agree- 
ment, I said to him privately that the American Government is doing 
everything and has done everything possible with respect to the Chi- 
nese situation, that it would be impossible in my judgment to omit 

China from the Four-Nation Agreement, that it was the attitude of 
my government that China has been in the world picture as one of the 
Big Four for the prosecution of the war and for her now to be dumped 
out on her face by Russia, Great Britain and the United States in 
connection with the proposed Four-Nation Agreement would create 
in all probability the most terrific repercussions, both political and 
military, in the Pacific area, and that this might call for all sorts of 
readjustments by my Government for the purpose of keeping properly 
stabilized the political and military situation in the Pacific. I added 
that Great Britain would probably be likewise affected so far as 
giving attention to the Pacific might be concerned. I said further- 
more that public opinion in my own country would be hopelessly 
torn and rent by the news that this Government had joined with the 
Soviet Government in Moscow to throw China out of the war picture, 
as the public would probably interpret her exclusion from the Four- 
Nation Declaration proposal. These things were said in private to 
Mr. Molotov and he appeared to recognize the reasonableness of what 
I said. 

We then turned to the question of developing closer relations be- 
tween our two countries and I emphasized the entire practicability of 
the matter, resting this view on the broad condition that there are ab- 
solutely no material interests or international interests that are not 
common to both countries, and that each supplements the other with 
respect to trade and general economic relations, etc. I added, before 
leaving, that I would be glad to sit down and talk with him about 
some of the important points involved in the undertaking to bring 
about closer relations and closer understanding. He said he would 
be glad to take these matters up with me at any time.
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740.0011 Moscow/10-1843 

Memorandum of Conversation, by the Ambassador in the Soviet 
Union (Harriman) 

[Extract] 

Moscow, October 24, 1948, 12:00 noon. 

Participants: Mr. Anthony Eden 
The Secretary | 

Sir Archibald Clark-Kerr *° 
Mr. Harriman 

Mr. Eden said that he would fully support the Secretary’s strong 
position on the inclusion of China in the Four-Power Declaration. 
The British Ambassador expressed his personal strong sympathy for 
this position and its importance at this time. He suggested that some 
slight concession to the Soviets might be necessary if it could be done 
without. in any way compromising the Four Power aspect of the 
Declaration. He suggested that the announcement might be made 
as a declaration from the tri-partite conference with the combined 
offer of the three participants to China to join in order to make it a 
four-power declaration. He expressed the view that there would be 
no difficulty in getting the Chinese Government’s immediate accept- 
ance. This small concession might well overcome Molotov’s reluctance 
to have a four-power declaration emerge from a tri-partite conference. 

The Secretary did not agree as to concession. 

740.0011 Moscow/68 : Telegram . 

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

Moscow, October 26, 1943—5 a. m. 
[Received 2: 54 p. m.] 

1729. DelAm 25. From the Secretary. Reference DelAm No. 10.4 
In order to be prepared to expedite the signature of the Four Nation 
Declaration in the event it is accepted at today’s meeting, please inform 
the American Embassy in Chungking of the single change in the 
preamble and send them the final draft of the text of the numbered 
paragraphs and ask Gauss to hold it in strict confidence himself until 

he is requested to transmit it to the Chinese Government either by 

* British Ambassador in the Soviet Union. 
4 Telegram No. 1679, October 22, 2 p. m., from the Chargé in the Soviet Union, 

not printed. 

3325455758
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instructions from you or myself or upon request of the Chinese 
Government. | 

If the text is accepted by the conference this afternoon, I shall 
immediately inform the Chinese Ambassador here telling him that the 
final text is available at our Embassy at Chungking. I shall also imme- 
diately authorize Gauss to release it to the Chinese Government for 
their confidential information and in order that they may sign in such 
manner as may be agreed upon, if the text meets with their approval. 
[ Hull. | 

Harriman 

740.0011 Moscow/10-1843 

Summary of the Fighth Regular Session of the Tripartite Conference 
of Foreign Mimsters, Moscow, October 26, 1943, 4 p. m. 

[Extract] | | 

Mr. Molotov then announced that the Soviet Government had no 
objection to the inclusion of China as an original signatory, but since 
he was most anxious to have some declaration signed and announced 
before the Conference broke up he was doubtful whether from a 
technical point of view it would be possible for the Chinese Ambas- 
sador ** here to receive the necessary powers before the end of the 
Conference. 

The Secretary said he would undertake to communicate the text to 
the Chinese Government and he was convinced that the necessary 
powers would be forthcoming to the Ambassador here for China to 
sign before the end of the Conference. 

Mr. Molotov accepted the Secretary’s suggestion but expressed the 
strong hope that there would be no delay which would interfere with 
the publication by the Conference of the contents of the Declaration. 

The Secretary then said that he had thought of an alternative 
method of ensuring China’s participation as an original signatory 
but he was merely putting it out as a possibility as he was optimistic 
that the Chinese Ambassador here would receive the necessary powers 
in time. This alternative method was to permit China to sign as an 
original member within ten days following the close of the Conference. 

Mr. Molotov then said he considered that the Conference was in 
complete agreement and authorized the Secretary to submit the text 
to the Chinese Government on behalf of the Conference. 

* Foo Ping-sheung. | |
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740.0011 Moscow/81 : Telegram 

The Ambassador in the Soviet Union (Harriman) to the Acting — 

Secretary of State 

Moscow, October 26, 19483—4 p. m. 
[Received October 28—1: 17 p. m.] 

1749. DelAm 31. For the President and Acting Secretary from 

the Secretary of State. Reference DelAm No. 26 and 25.% At the 

session this afternoon after considerable discussion of the text the 

Conference adopted an approved text of the Four Nation Declaration 

with minor changes which I will give below. Molotov agreed on 

behalf of the Soviet Government to the participation of China as an 

original signatory. He voiced doubt, however, as to whether the 

Chinese Government would be able to send the necessary powers to the 

Chinese Ambassador here to sign declaration before Conference closed. 

I regard it as of the very highest importance that every effort be made 

to ensure that Chiang Kai-shek send these powers to the Chinese Am- 

bassador in Moscow instantly. I saw the Chinese Ambassador imme- 

diately after close of today’s session and impressed on him with great 

earnestness the extreme urgency of the matter in the interests of all 

of us and particularly in interests of China that he should be em- 

powered to sign before the end of the Conference which I told him 

might well be before the end of this week. He is telegraphing imme- 

diately direct to Chungking for immediate authorization to sign the 

declaration. | | 

The following are the unimportant modifications made at today’s 

session when the declaration was adopted in the text as communicated 

to you in DelAm No. 25 [26]. The preamble remains the same except 

for the addition of the words “of America” after “the United States”. 

Articles 1, 2, 3, 4, 5 and 7 remain unchanged. In article 6 the words 

“after the termination of hostilities” were substituted for “following 

the defeat of the enemy.” Article 8 was dropped at my suggestion 

following Molotov’s apparent doubt as to exact meaning of the 

wording. - 

Please communicate instantly to Chungking for transmission to 

Chiang Kai-shek the additional unimportant changes which were 

introduced in the text before the declaration was finally adopted, and 

please instruct the Ambassador to urge upon the Generalissimo the 

vital importance of the immediate despatch of full powers by cable 

to his Ambassador here to sign this declaration. [Hull.] | 
HARRIMAN 

3 Not printed. oo , | | 
“Telegram No. 1729, October 26, 5 a. m. from the Ambassador in the Soviet 

Union, p. 827.
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740.00119 MPC/64b: Telegram 

Lhe Acting Secretary of State to the Ambassador in China (Gauss) 

WasuinerTon, October 26, 1943—midnight. 

1525. Under instructions from Secretary Hull you are informed 
that the preamble of the Four-Nation Declaration has been approved 
with the following single revision: The substitution of the words 
“United Kingdom” for “Great Britain”. 

Under instructions there is likewise transmitted in my immediately 
following telegram the final draft of the text of the numbered 
paragraphs of this declaration. 

You will personally hold the revised preamble and numbered para- 
graphs in strict confidence until you are instructed either by Secretary 
Hull or by myself or upon request of the Chinese Government to 

deliver this complete text of the Four Nations declaration to the 
Chinese Government. 

If there are any subsequent changes in the text of this final draft 
you will be duly informed. 

STETTINIUS 

740.00119 MPC/64c: Telegram 

The Acting Secretary of State to the Ambassador in China (Gauss) 

| WasHinerTon, October 26, 19483—midnight. 

1526. With reference to my telegram no. 1525 the following is the 
final draft of the text of the numbered paragraphs: 

1. That their united action, pledged for the prosecution of the war 
against their respective enemies, will be continued for the organi- 
zation and maintenance of peace and security. 

2. That those of them at war with a common enemy will act to- 
gether in all matters relating to the surrender and disarmament of 
that enemy, and to any occupation of enemy territory and of territory 
of other states held by that enemy. 

3. That they will take all measures deemed by them to be necessary 
to provide against any violation of the terms imposed upon their 
enemies. 

4, That they recognize the necessity of establishing at the earliest 
practicable date a general international organization, based on the 
principle of the sovereign equality of all peace-loving States, and open 
to membership by all States, large and small, for the maintenance 
of international peace and security. 

5. That for the purpose of maintaining international peace and 
security pending the reestablishment of law and order and the in-
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auguration of a general system of security, they will consult with 
one another and as occasion requires with other members of the United 
Nations with a view to joint action on behalf of the community of 

Nations. 
6. That in the post-war period they will not employ their military 

forces within the territories of other states except for the purposes 
envisaged in this declaration and after joint consultation. 

7. That they will cooperate with one another and with other mem- 
bers of the United Nations to bring about a practicable lightening of 
the burden of armaments for themselves and for the world. 

8. That this declaration is without prejudice to the relationship 
between the respective signatories and nations with which such 

signatories are not at war. 
STETTINIUS 

740.0011 Moscow/81la : Telegram 

The Acting Secretary of State to the Ambassador in China (Gauss) 

WasHINGTON, October 27, 1943—2 p. m. 

1528. With reference to last paragraph of 1525, October 26, mid- 
night, following are final changes in text as signed today in Moscow: 

Preamble add words “of America” after “the United States”. 

Numbered paragraph 1, unchanged. 
Numbered paragraph 2, omit “and to any occupation of enemy 

territory and of territory of other states held by that enemy”. 
Numbered paragraph 8, the last two words “their enemies” should 

read “the enemy”. 
Numbered paragraph 4, make appropriate correction to read “and 

open to membership by all ‘such’ states, large and small, etc.”. 
Numbered paragraph 5, make necessary correction that sentence 

may read “inauguration of a system of general security, etc.”. 
Numbered paragraph 6 has been amended to read “That after the 

termination of hostilities they will not employ their military forces 
within the territories of other states except for the purposes envisaged 
in this declaration and after joint consultation”. 
Numbered paragraph 7 has been amended to read “That they will 

confer and cooperate with one another and with other members of 
the United Nations to bring about a practicable general agreement 
with respect to the regulation of armaments in the postwar period”. 
Numbered paragraph 8, has been dropped entirely. 

STETrTINIvus
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740.0011 Moscow/81b : Telegram 

The Acting Secretary of State to the Ambassador in China (Gauss) 

WasuHineton, October 27, 1943—8 p. m. 

_ 1532. The President and Secretary Hull are desirous that you 
should immediately urge upon the Generalissimo the vital importance 
of the immediate despatch of full powers by cable to the Chinese 
Ambassador in Moscow to sign the four nation Declaration. 

I should be grateful for a report from you. 

STETTINIUS 

740.00119 MPC/59 : Telegram . 

The Ambassador in China (Gauss) to the Acting Secretary of State 

Cuunexinea, October 27, 19483—10 p. m. 
[ Received October 27—5: 45 p. m.] 

2032. Foreign Office requests me to inform Secretary Hull that 
full powers are being telegraphed to Chinese Ambassador to sign Four 
Power Declaration and to express thanks of Chinese Government to 
Mr. Hull for what he has done for China in this connection. 

Please inform Moscow. | | 

GAUSS 

740.0011 Moscow/99 : Telegram 

The Ambassador in China (Gauss) to the Acting Secretary of State 

CHUNGKING, October 30, 1943—3 p. m. 
_ [Received October 30—1: 50 p. m.] 

2045. Your 1532, October 27, 8 p.m. My urgent message 20382, 
October 27, 10 p. m. reported that full powers were being telegraphed 
Chinese Ambassador [at] Moscow. Foreign Office tells me they were 
sent within half an hour of receipt here of message requesting them. 
In communications with Chungking both from Washington and Mos- 
cow it should be borne in mind that there is delay in transmission. Mr. 
Hull’s message from Moscow of October 26, 11 [4] p.m. instructing me 
to urge Chiang to despatch full powers instantly to Chinese Ambassa- 
dor did not reach Embassy until October 28, 3 p. m. 

Please inform Moscow. 

Gauss 

[For final text of Declaration of Four Nations on General Security, 
signed at Moscow, October 30, 1948, see Department of State Bulletin, 
November 6, 1948, page 308. |
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740.0011 Moscow/10-1843 

Memorandum of Conversation, by the Secretary of State 

Moscow, November 1, 19438—noon. 

The Chinese Ambassador called at his request. He said that he 

merely called to thank me again for what my Government had done 

for China during the Conference. He then inquired whether I had 

anything else in mind about the occurrences in the Conference that 

would be of interest to his Government. 

I replied that I had nothing especial, but that I might say that 

throughout the Conference all Russian officials were exceedingly 

cordial and friendly and when matters of difference were under dis- 

cussion they talked them out with us in a thoroughly agreeable spirit. 

[added that this was a splendid state of mind with which to launch 

the great forward movement of international cooperation with Russia 

for the first time a full-fledged member of it without special reservation 

of any kind, that all of the signs indicate that Mr. Stalin * and his 

Government are opposed to isolation and are wholeheartedly in favor 

of the movement of international cooperation launched by this Confer- 

ence with Russia as a full partner with the United States, Great 

Britain and China. 

I then made clear to the Ambassador that neither I nor my associates 

had intimated anything to the press about China’s difficulties in be- 

ing permitted to become one of the original signatories to the Four- 

Nation Declaration except that last evening in answer to a question as 

to who sent for the Ambassador to come and sign, I replied that the 

- Conference sent for him and there was no opposition to China as such 

in the Conference. | 

The Ambassador said that he was pleased to have no publicity about 

China’s difficulty and had cautioned his Government to say nothing 

whatever about it, although he had given the Generalissimo the facts 

as to just what had occurred for his confidential and personal 

information. 
The Ambassador then said in great confidence that he had been au- 

thorized by the Generalissimo when he came to Moscow to say to Mr. 

Stalin that if and when Russia should decide to enter the war against 

Japan, China would be ready to make any kind of alliance with the 

Soviet Union. : | 

The Ambassador had first inquired whether the Russians had said 

anything about Japan. I replied that I had nothing in mind that 

could be taken up with him in that connection; that of course it 

is my rule to give him the fullest possible information at all times in 

regard to matters of interest to either of our Governments. 

% Tosif Vissarionovich Stalin, Chairman of the Council of Commissars (Pre- 
mier) of the Soviet Union.
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740.0011 Moscow/160: Telegram 

President Chiang Kai-shek to President Roosevelt * 

| [Translation] 

CuuncKineG, November 3, 1943. 

I and the people and army of our entire nation feel deeply gratified 
on learning of the signature of the Joint Four-Nation Declaration. 
This act of historic importance makes manifest to the world the right- 
eousness of the cause against aggression. It will not only strengthen 

the cooperation of our Four Nations for the fulfilment of our common 
faith, but will also give all peace-loving peoples of the world an 
assurance of the establishment of international peace and general 
security, and thereby constitutes an unsurpassed contribution to the 
future of the world. China is proud to have taken part in the con- 
summation of the Declaration, and I wish to offer you, Mr. President, 
my heartiest congratulations. This Declaration owes much in its 
making to your wise directions and the endeavors of Secretary of State 
Cordell Hull at the Conference, which command our deepest admira- 
tion. Please accept my sincere and grateful appreciation. 

893.001 Chiang Kai-shek/11la : Telegram . 

The Secretary of State to the Ambassador in China (Gauss) 

Wasuineton, November 13, 1948. 

1635. Please convey the following message from the President 
to President Chiang Kai-shek: 

“I have received with deepest pleasure the cordial message from 
Your Excellency upon the occasion of the signature of the Joint 
Four-Nation Declaration, and I reciprocate your feeling of satisfac- 
tion at its consummation. I welcome the association of China in the 
work of establishing a better world order. The Declaration gives 
assurance that the close coalition for war will be blended into an effec- 
tive and lasting coalition for peace, Upon our two countries and 
the other nations associated with us in this undertaking will rest the 
responsibility for the preservation and extension of the principles of 
freedom, Justice, and integrity among nations, for which we are now 
fighting. The participation of China in this historic Declaration has 
afforded Secretary Hull and me deep gratification, as it has the Amer- 
ican people. The immediate task before us is that of vanquishing the 
aggressors. Along with this and beyond are the tasks of reconstruc- 
tion looking toward creating conditions of lasting peace. Formidable 

* Transmitted to the Acting Secretary of State by the Chinese Ambassador 
(Wei) in a covering letter dated November 4, 1943.
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though all these tasks are, we march forward to their accomplish- 
ment confident of the full and active cooperation of your Government 
and people.” 

The foregoing is in response to a message dated November 3, from 
President Chiang, which was transmitted through the Chinese 
Embassy. | 

| Hub 

893.001 Chiang Kai-shek/12 

Memorandum of Conversation, by the Secretary of State 

[Wasuinerton,] November 22, 1943. 

The Chinese Ambassador called under instructions of General 
Chiang Kai-shek to extend to me the most hearty and sincere con- 
gratulations of the Generalissimo for my aid to China at Moscow. 

, | C[orpett] H] vr]



EXCHANGE OF VIEWS BETWEEN THE UNITED STATES 

AND CHINA REGARDING THE ADMINISTRATION OF 

LIBERATED AREAS 

800.0146/160a : Telegram 

The Secretary of State to the Chargé in China (Atcheson) 

WASHINGTON, September 7, 1943-—10 p. m. 

1251. It is evident that some uneasiness exists in the minds of the 

refugee governments and authorities and their respective countries 

over the question of the possible establishment of military govern- 

ment in those countries. As there is every intention of having those 

governments and constituted authorities participate to the extent 
practicable in the function of maintaining law and order and in the 
administration of the liberated areas it has seemed desirable to make a 
public statement to that effect. This Government proposes there- 

fore to issue an identic statement on liberated areas with the British 

Government on September 15. You are instructed therefore to com- 
municate this statement to the Chinese authorities for any comment 
they may care to make with regard thereto. You should request that 
the matter be considered strictly confidential until the date of release. 

The statement reads as follows: 

“1, The Governments of the United States and United Kingdom, 
necessarily by reason of their military operations in enemy territory, 
must assume the major responsibility for the administration of enemy 
territories conquered by their forces in pursuance of the war against 
the Axis. | 

2. The Governments of the United States and the United Kingdom, 
while continuing to exercise supreme military authority in liberated 
areas pending the defeat of the enemy, will be agreeable to the policy 
of the governments and constituted authorities of the United Nations 
in their respective liberated countries proceeding with the function 
of maintaining law and order with such assistance by the Allied 
authorities as may be necessary, subject always to military require- 
ments. 

Conversations and arrangements with the governments of those 
countries have already been in progress for some time on these aspects 
of the mutual interests involved.” 

ishunr 

836
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800.0146/161 : Telegram 

The Chargé in China (Atcheson) to the Secretary of State 

CHUNGKING, September 12, 1943—11 a. m. 
[Received 3:45 p. m.] 

1688. Department’s 1251, September 7. I communicated the pro- 
posed statement to the Acting Foreign Minister? September 10. On 
September 11, Director of American Affairs Department informed 
me that Chinese Government concurred in the proposed statement but 
with the qualification that it not be considered a precedent for pub- 
lication [application?] to areas in Far East. From his ensuing re- 
marks in which he raised a number of academic questions it was 
apparent that he had chiefly in mind occupied areas in China. 

I said in reply that the statement had been formulated in explana- 
tory remarks, to meet a specific situation; that it obviously concerned 
areas in Europe in which American and British forces were conduct- 
ing operations; and that I felt sure that no question or thought in re- 
gard to occupied areas of China had arisen in the mind of anyone. I 
pointed out that when Japanese forces should be driven out of occu- 
pied China the question of temporary military administration would 
assumably rest with Chinese and other commanders pending setting 
up by the Chinese Government of civil administration. I mentioned 
that Chiang Kai-shek was the Allied Commander-in-Chief in this 
theatre. , 

The Director seemed satisfied and there would not appear to be any 
present need of pursuing the matter further with him. | . 

ATCHESON 

800.0146/161 : Telegram | | 
Lhe Secretary of State to the Chargé in China (Atcheson) 

| Wasuineron, September 15, 1948—9 p. m. 
1294. Reference your 1688, September 12, 11 a. m. Department 

approves the action you have taken in this matter. 
Please inform the Acting Foreign Minister that issuance of the 

statement did not take place on September 15 as it has been tempo- 
rarily postponed, and that the proposed statement should therefore 
still be considered as confidential. - 

on 
Hor 

*K. C. Wu, Chinese Political Vice Minister for Foreign Affairs.
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800.0146 /164 : Telegram 

The Chargé in China (Atcheson) to the Secretary of State 

CHUNGKING, September 16, 1943—10 a. m. 
[Received 12:58 p. m.] 

1730. Embassy’s 1688, September 12. We have now received an 
informal note from Acting Foreign Minister dated September 15 in 

which Dr. Wu states that the issuance of statement in question is both 
timely and proper in the opinion of Chinese Government. He adds 

that, however “in view of prospective developments in military situa- 

tion in Far East”, it is feeling of Chinese Government that there is 
a similar need of common understanding in regard to question of 

administration of liberated areas in this region. He expresses the 
hope of Chinese Government that such common understanding may 

be reached at an early date by Governments of the United States, 

Great Britain and China and he asks that his comments and this hope 
be brought to the attention of the American Government. 

ATCHESON 

800.0146/170 : Telegram 

The Chargé in China (Atcheson) to the Secretary of State | 

CHUNGEKING, September 22, 1948—5 p. m. 
[Received September 22—4 p. m.] 

1781. Embassy’s 1730, September 16. Administration of liberated 
areas. In conversation with the Acting Foreign Minister September 

91, Dr. Wu brought up this question and said that after further con- 
sideration the Chinese felt no concern in regard to possibility of mis- 
understanding among Chinese and American military commanders in 
areas of China liberated from Japanese occupation but were feeling a 
growing concern in regard to adjacent areas such as Burma and Thai- 
land. He said that as neither China nor the United States had any 
territorial ambitions and had made this clear there were doubts as to 
the intentions “of others” and a concrete problem would be presented 
if, for example, Chinese troops should invade Burma from China and 
British troops should invade Burma from India. The Chinese Gov- 

ernment accordingly considered that it would be most advisable to 
have all possible questions resolved beforehand in order to avoid un- 
fortunate complications and some suggestions in this respect had been 

telegraphed to Dr. Soong * in Washington for discussion with the 
Department. | 

ATCHESON 

771T. V. Soong, Chinese Minister for Foreign Affairs.
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800.0146/164 : Telegram 

Lhe Secretary of State to the Chargé in China (Atcheson) 

Wasurneton, September 23, 1943—-11 p. m. 
1351. It is not entirely clear whether the “common understanding” 

proposed by the Chinese Government (your 1730, September 16) in 
regard to liberated areas is meant to extend to the Far Eastern region 
generally or whether (with reference to your 1688, September 12) 
Chinese interest relates primarily to occupied areas of China. 

Please quote in full any portions of note which might tend to clarify 
this point and at same time state your own understanding of the 
Chinese intention in this regard. 

It is assumed that you have sent a copy of the note in question by 
air pouch. , Hour 

800.0146/184 : Telegram 7 

Lhe Ambassador in China (Gauss) to the Secretary of State 

CHuNGKING, September 28, 1943—noon. 

[Received 5: 22 p. m.] 
1819. Liberated areas. Department’s 1351, September 23 appears 

to have crossed our 1781, September 22 which, it is believed, makes it 
clear that China’s present concern is in regard to Burma and Thai- 
land. Pertinent portions of Foreign Office note of September 15 
were quoted in our 17380, September 16 and copy of the note went 
forward by air pouch with Embassy’s despatch 1588, September 17.4 

| 
GAUSS 

800.0146/200 : Telegram | a 
Lhe Acting Secretary of State to the Ambassador in China ( Gauss) 

WasHINeTON, October 26, 1943—3 p. m. 
1519. With reference to the Embassy’s despatch no. 1588 of Sep- 

tember 17* in regard to Chinese proposal for an understanding on 
the question of administration of liberated areas in the Far East, the 
Department would be interested in learning whether this subject was 
discussed at the recent meeting between President Chiang and Mount- 
batten.’ If the Embassy is not informed, would it be feasible for it 
to ascertain from General Stilwell * whether the subject was discussed 
and if so the nature of the discussion. 

STETTINIUS 

‘ Not printed. 
* Adm. Lord Louis Mountbatten, Supreme Allied Commander, Southeast Asia. 
“Gen. Joseph W. Stilwell, Commanding General, United States Army Forces 

in China, Burma, and India.
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800.0146/219 : Telegram 

The Ambassador in China (Gauss) to the Acting Secretary of State 

CHUNGKING, October 29, 1943—11 a. m. 
[Received October 29—8:19 a. m.] 

9086. Embassy is not informed in regard to discussions between 

Mountbatten and Chiang (Department’s 1519, October 26) but will 

make oral inquiry of Stilwell upon latter’s return from India. Stil- 

well is understood to have been present at the conversations but so 

far has given us no information thereof. 
| Gauss 

800.0146/226 : Telegram 

The Ambassador in China (Gauss) to the Acting Secretary of State 

CuuncKING, November 10, 1943—9 a. m. 
[Received November 10—9 a. m.] 

9193. Your 1519, October 26. Stilwell tells us that in the conver- 

sations between Generalissimo and Mountbatten the question of civil 

| administration of liberated areas was not specifically discussed but 

that Mountbatten desired to attach to the various allied units includ- 

ing Chinese units British civil officers of the former Burma Govern- 

ment now commissioned as officers in the British Army to serve as 

liaison officers but actually to be intelligence officers and to reestablish 

the civil government of Burma as soon as possible. While there was 

agreement to acceptance of liaison officers, no understanding was 

reached as to the activities of such officers and Stilwell says Mount- 

batten is not satisfied on this point. I also understand that the activi- 

ties of these liaison officers with the Chinese units is being limited. 

There was also discussion between Generalissimo and Mountbatten 

on the overlapping of their respective theatres of command as regards 

Thailand; this was arranged by agreement that either theatre com- 

mander might proceed into Thailand and the boundary of military 

jurisdiction as between them would be the line where their two forces 

might meet. No question apparently was raised regarding French 

Indochina. 
| Gauss



INTEREST OF THE UNITED STATES CONCERNING 
CHINESE POSTWAR PLANNING? 

893.51/7663 ;: Telegram 

The Ambassador in China (Gauss) to the Secretary of State 

CHUNGKING, January 4, 1943—4 p. m. 
[Received 6:33 p. m.] 

11. Ministry of Finance official has told us that Chinese Ambas- 
sador,? Washington, has transmitted invitation from American to 
Chinese Government to send an expert to Washington to discuss 
Chinese fiscal problems, Minister for Foreign Affairs * has commented 
to us that he hopes to take back to Washington with him (he expects 

to depart in about a month) a number of Chinese experts to discuss and 
plan for postwar reconstruction in China with American aid. Other 
Chinese officials, competent to discuss the matter, have from time to 
time officially indicated a desire to have an American, with broad 

experience in matters of economic development, visit China in the 
near future to discuss with competent Chinese officials various recon- 
struction problems related to agriculture, industry, commerce and 
finances. They feel that a competent American could, through con- 
versations and investigations here, obtain a coordinated picture of 
China’s postwar needs which would be useful in Washington. | 

The Chinese are anticipating financial aid from us for postwar 
development. The various interested ministries and other organiza- 
tions of the Government have plans for reconstruction but it appears 
that little has been done to coordinate these plans and it is not improb- 
able that some of them will have little practical direct bearing on what 
will be China’s pressing postwar needs. For instance, it would appear 
that measures to maintain China’s credit by support of currency and 
restoration of foreign trade on a sound basis (and to improve the liveli- 
hood of China’s predominantly agricultural population) by agrarian 
reform and promotion of village industries should receive priority 
consideration by the Chinese rather than for large scale industrial and 
communications enterprises and special projects promoted by Govern- 
ment and private interests. If the National Government’s credit can 

* Continued from Foreign Relations, 1942, China, pp. 730-748. 
* Wei Tao-ming. 
=T. V. Soong. 
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be maintained and the purchasing power of the mass of the population 

can be improved, well coordinated industrial and communications 

projects should follow without much artificial stimulation. The Em- 

bassy feels that an American expert, not adviser, on economic organ- 

ization might prove useful in prompting the synthesis of plans which 

is required for the purpose of intelligently and authoritatively advising 

the American Government on the situation. 
GAUSS 

893.9111/47 : Telegram 

The Ambassador in China (Gauss) to the Secretary of State 

CHUNGEKING, January 6, 1943. 
[Received 10:44 a. m.] 

90. [Here follows report on editorial in the Za Kung Pao of Janu- 

ary 5.| 
Sun Fo, President of Legislative Yuan, in New Year’s message, de- 

cries suggesting that Manchuria should be governed by Russia after 

war, criticises, as unjust, American magazine article proposing in- 

clusion of Thailand in new state with Malaya, British and Dutch 

[East] Indies and strongly opposes inclusion of Formosa in defense 

area across Pacific suggested in same article. He states recovery of 

Manchuria and Formosa unchangeable aim of China’s revolution and 

Thailand as once independent state should not be destroyed. 

a Gauss 

740.0011 Pacific War/3106 | 

The Ambassador in China (Gauss) to the Secretary of State 

No. 846 CHUNGKING, January 7, 1943. 

: | [Received February 18.] 

Sir: I have the honor to enclose for the Department’s information 

a translation of a special article * by Mr. Shao Yu-lin, Director of the 

Information Department of the Ministry of Foreign Affairs, entitled 

“How to Liquidate Japan”, published in the 7a Kung Pao and Cen- 

tral News Agency despatches. Mr. Shao, a returned student from 

Japan, is a member of Generalissimo Chiang Kai-shek’s Household 

Secretariat or Adjutant’s Office and is considered to be strongly na- 

tionalistic in his views. 'The views expressed are believed to be gen- 

erally representative of Chinese official and private opinion with 

respect to Japan and to China’s war effort. 

‘Not printed.



POSTWAR PLANNING 843 

The article expresses the writer’s opinion that nothing less than 
the total destruction of the Japanese army will be sufficient to win 
the war. It refers to the Japanese naval losses suffered at the hands 
of the American navy, the limitations of Japanese shipbuilding ca- 
pacities and Japanese aerial weaknesses both in quantity and quality, 
but warns that even a crushing naval and aerial attack against the 
Japanese islands would not decide the final outcome of the war. 
In explanation of this statement, Mr. Shao points out that in antic- 
ipation of Allied air attacks Japan has moved important industrial 
plants from Japan proper to Manchuria and North China and has 
an army of more than one million troops ready to defend Manchuria, 
North China and the coastal regions. Therefore, to ensure the defeat 
of Japan Allied naval and air forces must be assisted by a large and 
strong Chinese army and that army must be supplied with planes, 
tanks and heavy artillery. These supplies must not await the reopen- 
ing of the Burma Road but must be sent immediately—at all costs 
and at all risks. Mr. Shao goes on to say that the total annihilation 
of the Japanese army is an essential condition to winning the peace 
as well as the war. He reviews the political history of Japan, point- 
ing out the ascendancy of the militarist elements in the Japanese 
Government and stating that without their elimination genuine peace 
in the Far East would be impossible. 

Mr. Shao concludes with a statement of Chinese postwar aims which 
include the restoration of Formosa, the Ryu Kyu Islands and the 
Four Northeastern Provinces. With respect to Korea he states that 
the restoration of Korean independence is a foregone conclusion, a 
logical consequence of the present Sino-Japanese War and one of the 
war aims of the United Nations. 

Respectfully yours, C. E. Gauss 

893.9111/47 

Memorandum by Mr. Lauchlin Currie, Administrative Assistant to 
President Roosevelt, to the Chief of the Division of Far Eastern 
Affairs (Hamilton) 

WASHINGTON, January 13, 1948. 

You will be interested in the attached excerpt from a letter from 
John Fairbank,® dated December 30. The Za Kung Pao editorial 
did not come out until the fifth. | 

* Representative in China of the Interdepartmental Committee for the Acqui- 
sition of Foreign Publications (IDC), of the Library of Congress, and of the 
Office of Strategic Services (OSS). 

332545—57-——54
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{ Annex ] 

Excerpt From a Letter From Professor John K. Fairbank to Mr. 

Currie, Dated December 30, 1942 | 

The latest bombshell here is the story, from Franklin Ho, that the 

British delegation at the IPR ®* conference in Canada brought out a 

proposal to give Manchuria to Russia or to internationalise it. The 

Gimo? got this report by cable and hit the ceiling; it has not yet been 

published or reported in detail. It is regarded as the most serious 

development in a long time (and is rather a climax to the love feast 

indulged in by both parties to the British Parliamentary Mission 

here earlier this month.) — 

893.51/7663 : Telegram 

The Secretary of State to the Ambassador in China (Gauss) 

WASHINGTON, January 22, 1948—10 p. m. 

118. Your 11, January 4,4 p.m. 

1. The matter mentioned in the first sentence of your telegram under 

reference apparently refers to the same matter as that dealt with in 

your telegram no. 36, January 7, 6 p. m.,*° containing a message from 

Adler ® to the Secretary of the Treasury.° The Department under- 

stands that the Treasury Department is preparing reply for discussion 

with us. 
9. With regard to the desire indicated by various Chinese officials 

to have a technically qualified American visit China in the near future 

to discuss various postwar economic problems in China, plans and 

thinking here have not become definitive and are still in a process of 

gradual formulation. It would therefore seem best that this Govern- 

ment not attempt to make a hurried decision in reference to the subject 

presented in the last part of your telegram. We shall continue to keep 

the matter in mind and to give it special thought. Perhaps such 

information and views as the Minister for Foreign Affairs may impart 

to us upon his return to Washington will have a bearing upon the 

matter and thus be helpful to us in our consideration thereof." 
HULL 

* Institute of Pacific Relations. 
7 Generalissimo Chiang Kai-shek, President of the Chinese Executive Yuan 

(Premier). 

® Not printed. 
B ° Solomon Adler, alternate American member of the Chinese Stabilization 

"” Fenry Morgenthau, Jr. 
4 Notation by the Chief of the Division of Far Eastern Affairs (Hamilton) : 

“Shown to and concurred in by Mr. Currie. M. M. H.”
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840.50/1716b | 

Memorandum of Conversation, by the Under Secretary of State 
(Welles) 

[Wasuineton,| March 29, 1943. 

The Chinese Foreign Minister, Dr. T. V. Soong, called to see me 
today at his request. 

Dr. Soong said that he had had a conversation with Mr. Eden * at 
the British Embassy, which had not covered more than a very limited 
field, and he would be most grateful if I could give him any general 
impressions with regard to Mr. Eden’s conversations in Washington 
which I thought would be helpful to his Government. _ 

I said that I was glad to inform Dr. Soong that the position of this 

Government, as stated by the President, was that China was an indis- 
pensable part of the machinery required in the major war effort, and 
that, in the judgment of this Government, China must equally be an 
indispensable part of the world organization to be set up in the future. 
I said I believed that the views of the British Government and ours 

were very much in accord on this basic premise. 
I said, furthermore, that, with regard to the steps to be taken in the 

Far East and in the Pacific after the war was won, I again felt that 
the views of the Chinese, the British and the United States Govern- 
ments were very much in accord. I said we were all in agreement that 
Korea must be set up as an independent country under a temporary 
international trusteeship, that the Japanese people must be restricted 

to their own main islands, that Formosa must be returned to China, 
and that the former mandated islands in the Pacific should be placed 
under some form of international trusteeship for the purpose of 
insuring international security. 

Dr. Soong inquired what the views of the British Government might 
be with regard to Hong Kong after the war. I said I felt that this 
was a matter which could only be discussed between the Chinese and 
British Governments and that I was not in a position to express any 

opinion with regard thereto. 
Dr. Soong then inquired what the views of the British and United 

States Governments might be with regard to the future status of 
Manchuria. I replied that both Governments believed that Chinese 
sovereignty should once more be reestablished_over Manchuria, al- 
though with the understanding that the legitimate commercial in- 
terests of the Soviet Union would be given full recognition by the 
Chinese Government of the future. Dr. Soong inquired what my 
opinion might be with regard to the nature of these legitimate com- 
mercial interests. I said that here again I was not in a position to 

% Anthony Eden, British Secretary of State for Foreign Affairs.
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reply since that would obviously seem, at least in the first instance, to 
be a matter to be discussed between the Soviet and Chinese interests 
and that this Government had no indication from the Soviet Govern- 
ment with regard to its views in this matter. I added that I had no 

information that the British Government had any views on this 
subject either. 

Dr. Soong did not mention the subject of India, nor did he mention 
the status of the present European colonies in the southwest Pacific. 

Dr. Soong stated with much emphasis and with much satisfaction 
that both his Government and he were greatly encouraged by the steps 
recently taken by the Government of the United States to speed up the 
furnishing of military supplies to China. He said that the recent 
sending of air transports to China had been most gratifying and that 
the appointment of General Chennault ** had been most gratefully 
received by the Chinese Government. He also stated that he had just 
received a telegram from General Stilwell ** expressing great satis- 
faction with the way things were going in Yunnan Province. 

740.0011 Huropean War 1939/29449 

The Chargé in China (Vincent) to the Secretary of State 

No. 11138 Cuounexine, April 27, 19438. 
[Received May 19.] 

Sir: I have the honor to enclose for the information of the De- 
partment a copy of a memorandum of conversation which I had sev- 
eral days ago with Dr. Wang Shih-chieh, Secretary General of the 
State Planning Board (Generalissimo Chiang Kai-shek is Director) 
and Secretary General of the People’s Political Council. Although 
Dr. Wang, under fire from the Central Executive Committee of the 
Kuomintang at its last meeting in November (the only criticism which 
the Embassy heard was that he was accused of being pro-British), 
has resigned as Minister of Information, he still holds a position of 
influence and is understood to meet with the Generalissimo at fre- 
quent intervals for discussion of China’s problems. It is believed 
that the Department will find interesting his comments and point of 
view on Chinese and world situations and problems. The interest 
which he evinced in certain matters 1s worthy of note. He himself 
raised such questions as the coordination of American Government 
activities in Chungking, the British and American monetary stabiliza- 

® Appointment of Maj. Gen. Claire L. Chennault as Commanding General, U. 8. 
14th Air Force in China. | 

“Gen. Joseph W. Stilwell, Commanding General, United States Army Forces in 
China, Burma, and India.
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tion plans, American participation in a regional European post-war 
organization, and possible alteration of Casablanca Conference * 

global strategy. 
Respectfully yours, JOHN CarTER VINCENT 

[Enclosure] 

Memorandum of Conversation, by the Chargé in China (Vincent) 

Cuunexine, April 23, 1943. 

Yesterday I had tea with Dr. Wang Shih-chieh, at his invitation, 
and a two-hour discussion regarding various subjects introduced by 
Dr. Wang. Dr. Kuo Pin-chia, close friend of Dr. Wang, was present 
throughout most of the conversation. 

Dr. Wang said that he would like to have clarified in his mind the 
relation between the Embassy and the various other official American 
organizations represented in Chungking. He mentioned specifically 
the American Information Service, the Board of Economic Warfare, 
and the American Army. I told him that the AIS represented the 
Office of War Information in Washington which was an organiza- 
tion separate from the State Department but that the director of 
AIS (Mr. Fisher, and in his absence Mr. Stewart) operated under the 
general supervision of the Embassy and in close cooperation therewith. 
The same situation, I said, obtained with regard to representatives 
in China of the Board of Economic Warfare. I described in general 
terms the personnel, setup, and work of each. With regard to the 
Army, I told Dr. Wang that General Stilwell’s Command in this 
area was completely independent of the Embassy but that there were, 
as occasion therefor arose, exchanges of view between the one and 
the other on matters of mutual interest or in regard to matters in 
which the one or the other desired specific information or assistance. 
In reply to his inquiry I told him that there was no provision for 
regular conferences between the Army Command and the Embassy. 
Dr. Wang did not indicate the reason for his inquiry (I think it was 

simply curiosity) and I did not pursue the subject. 
Knowing that Dr. Chien Tuan-sheng was a friend of Dr. Wang, I 

mentioned two articles which I had read recently by Dr. Chien on 
China’s post-war peace problems (Embassy’s despatch no. 1062 of 
April 7, 1948 and despatch no. 1078, April 14, 1948 ). Dr. Wang said 
that he was familiar with Dr. Chien’s ideas on the subject but had not 
read the articles. I mentioned Dr. Chien’s discussion of “welfare 
economy” for China as distinguished from “defense economy”. I 

* The records of the Casablanca Conference are scheduled for publication in a 
subsequent volume of Foreign Relations. 

** Neither printed.
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referred to comments made to me recently by Dr. Tseng Yang-fu, 
Minister of Communications, who had said that it was impossible in 
China to make such a distinction with regard to the future economic 
problems of China and that anyone who attempted to do so was talk- 
ing hypothetical nonsense; that post-war development of industry and 
mining, of communications, and of trade, would be for the welfare 
and defense of the Chinese people. I had pointed out to Dr. Tseng 
that this might be true with a very large proportion of post-war eco- 
nomic development but that there would be an important minor pro- 
portion where a cleavage between the two objectives might exist. 
The question would arise, for instance, in connection with the steel 
industry which he had proposed developing; that is, whether the 
steel was to be used in machinery to produce consumers goods or for 
armament. It might also arise in connection with a choice of routes 
over which to build his proposed railways. Dr. Wang commented 
that the distinction made by Dr. Chien between the objectives of post- 
war economic development was certainly one which was very much in 
the minds of Chinese leaders at this time. He did not feel that Dr. 
Chien’s discussion was irrelevant to China’s post-war economic prob- 
lems but he did not give any indication of his own views. (I surmise 
that he inclines toward Dr. Chien’s viewpoint.) The discussion was 
concluded with my remark that China might find that economic de- 
velopment which contributed effectively toward raising the standard 
of living of the Chinese people might in the long run prove a better 
defense for China than a modern military organization on an extensive 
scale which the Chinese people could 111 afford. 

Dr. Wang asked me about the post-war monetary plans and ideas 
that had recently been given prominence in the press. He had heard 
that America was making a strong bid for Russian adherence to the 
American monetary stabilization plan. He subsequently expanded 
this statement by saying that Britain was also making a bid for Rus- 
sian support of the British plan. I told Dr. Wang that I had no 
official information on the subject. He said that he understood the 
British envisaged discussions only between Great Britain and America 
in the initial stages, whereas the Americans seemed to have left the 
matter open with a view to general discussion among all interested 
nations. I told him that I knew nothing of the British ideas for con- 
sideration of their scheme (I understand that the British scheme has 
been submitted to the Chinese Government for its consideration) but 
that I thought we were prepared to discuss our scheme with interested 
nations; that these discussions would be more or less along the line of 
an informal exchange of views; and that the participants would prob- 
ably be our own Treasury officials and the financial experts of various 
interested countries some of whom were already in the United States.
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Dr. Wang said that he did not feel there was any fundamental dif- 

ference in the American and British objectives which would prevent 

an agreement with regard to a stabilization plan. He expressed pref- 

erence for the British emphasis on trade rather than gold as the basis 

for a stabilization fund, and he thought that the Russians might also 

find the British scheme preferable. With regard to the Russians, he 

said that any scheme which envisaged that the Russians might be will- 

ing to abandon or modify their managed socialist economy, par- 

ticularly with regard to foreign trade, would be unrealistic. He sus- 

pected that the Americans were inclined to be naively sanguine in this 

regard. He said that probably many countries would have govern- 

ment-controlled foreign trade after the war. Such would be the case 

with China, he felt sure. I told him that from what I had heard and 

read I thought that our Treasury officials and others had a fairly 

clear, as well as sympathetic, understanding of the Russian post-war 

economic position. Dr. Wang said that he had seen the British scheme 

and asked me whether I had a copy of the American scheme. I told 

him I did not but would endeavor to get one from Mr. Adler, our 

| Treasury Department representative on the Chinese Stabilization 

Board. 
(Here follow four paragraphs of comment regarding post-war 

Europe. | 

Dr. Wang next spoke of global strategy in the war and asked 

whether I thought that, if an offensive in Western Europe failed to 

come off this year or was inconclusive by next autumn, a revised 

strategy might not be decided upon to take the place of the strategy 

which he assumed was adopted at the Casablanca Conference. He had 

in mind obviously the question whether or not greater attention might 

be given to the Pacific theater of the war. I remarked that, as he 

clearly understood, I was not competent to comment on military strat- 

egy and that I did not have any “inside” information. He asked for 

my personal view. I said that my own view was that an offensive in 

Western Europe would take place this year and that it would be 

sufficiently conclusive to indicate clearly that the end of the war was 

approaching in Europe if in fact it did not actually bring about the 

defeat of Germany. I went on to say, however, that there seemed 

to me to be some confusion in Chinese thinking regarding the Ameri- 

can, and the British, attitude toward the two principal theaters of 

the war—Europe and the Pacific. America and Britain were in com- 

plete agreement regarding prosecution of the war, but the roles they 

had to play were not identical. Great Britain must of necessity de- 

vote its principal if not its entire attention to the Kuropean theater. 

Transference of any considerable British strength from Europe to 

the Far East would be unsound. Therefore when Churchill spoke of
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giving prior attention to the battle in Europe he was not simply ex- 
pressing a preference but was stating a necessity. With America the 
situation was not exactly the same. We were aiding in Europe and 
would continue to do so in increasing degree but this did not mean 
we were neglecting the Pacific area. To commence a real offensive 
in the Pacific additional naval strength was a necessity. Air strength 
was a vital adjunct to a navy but it could not operate successfully 
without a navy in the type of warfare which must be conducted in 
the Pacific. It was my thought therefore that from the American 
point of view an offensive in the Pacific was not contingent, as in the 
case of the British, upon victory in Europe but upon the progress 
made in our construction program of naval and merchant vessels. 
From what I had heard, progress of this program was very encourag- 
ing and would, I thought, warrant greatly increased activity in the 
Pacific area, if not an all-out offensive, before the end of this year. 
f again pointed out that, while success in Kurope obviously would be 
an aid to our offensive in the Pacific theater, that offensive was not 
actually being made contingent upon success in Kurope. Referring 
back then to Dr. Wang’s question, I said that, whereas developments 
might call for alterations in tactics, American strategy with regard 
to the Pacific area was already decided upon and would be pursued 
irrespective of the question which he had raised regarding develop- 
ments in the European theater. 

Dr. Wang and Dr. Kuo expressed appreciation of this viewpoint. 
Dr. Kuo made the startling statement, for a Chinese, that he believed 
the American offensive would be carried out in so far as possible di- 
rectly against Japan and that offensives in Burma and China would: 
be of secondary importance. 

The conversation closed. Dr. Wang said that we should have an- 
other meeting very soon at which time we could discuss problems more 
directly concerned with the situation in China and in relation to China. 

800.515 /637 : Telegram 

Lhe Chargé in China (Vincent) to the Secretary of State 

Cuunexine, April 29, 1943—5 p. m. 
[Received April 29—10:15 a. m.] 

621. For Secretary of the Treasury only from Adler. TF-114. 
Learn from a reliable source that Dr. Kung ** called a special meet- 
ing on April 28 of leading banking and financial experts to discuss 
British and American international monetary plans. The discussion 
which took place was intelligent and realistic. Almost all partici- 

* Chinese Minister of Finance.
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pants favored China’s joining in scheme for international monetary 
cooperation even though it entailed surrender of power to unilaterally 
change value of her currency. Repeated emphasis was called to the 
crucial importance of the fixing of the quota and to the need for 
transitional internal rehabilitation and readjustment measures before 
China could participate effectively. While a number of people felt 
British plan more flexible in certain respects, one believed it superior to 
American plan. Hsu Kan, Minister of Food, reflecting the consensus 
of opinion stated that though after abolition of unequal treaties China 
should [not?] expect encroachments on her sovereignty nevertheless 
as long as international affairs are not conducted by idealists China 
must realistically measure what she would gain against what she would 
lose. 

He strongly favored Chinese participation as beneficial effects would 
accrue from monetary stabilization. He felt China had more to gain 
from supporting the United States since with the development of 
Chinese trade China would inevitably find Britain, but not the United 
States, a competitor. 

The Minister of Finance summing up said China must participate 
and must work closely with America. He requested those present 
to submit to him proposals which China might make on the lines of 
the discussion. ‘These proposals, which he warned the meeting should 
not be made tonight, will be worked into an integrated plan by the 
Ministry of Finance to be submitted to the Generalissimo for his OK. 
[ Adler. ] 

VINCENT 

893.60/65 : Telegram 

The Chargé in China (Vincent) to the Secretary of State 

Caunexine, April 30, 19438. 
[Received April 30—9: 28 a. m.] 

624. Generalissimo Chiang, addressing newly formed Industrial 
Reconstruction Planning Conference on 27th, made a strong plea for 
close collaboration between the Government and industrial circles. He 
asked why the Chinese with vast territory and rich potentialities had 
not progressed industrially whereas the Japanese have made such re- 
markable progress. Answering his question he said that the back- 
wardness of Chinese industry was due to its failure to link up with 
politics. “We must realize that the developments of industry largely 
depend upon the collaboration of the Government; in other words 
industry and politics must go hand-in-hand.” He said that previ- 
ously there was not only no coordination between the industrialists 
and the Government but none even among the industrialists them-
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selves and advised that the present Conference offered an opportunity 

to overcome this great impediment to the development of industry 

and to study and understand each other’s problems. He concluded 

by emphasizing that all phases of industrial reconstruction should be 

motivated by a desire for the realization of the principles of San Min 

Chu I.1 
VINCENT 

893.51/7690 : Telegram 

The Chargé in China (Vincent) to the Secretary of State 

Cuunexine, April 30, 1948—noon. 
[Received May 1—12: 30 a. m.] 

629. To Secretary of Treasury from Adler. Reference my TF-— 

115.17 It will be noted that the articles summarized are somewhat 

vague which is partly due to fact that Ministry of Information has 

issued instructions for newspapers not to take any definite stand until 

further notice. Nevertheless, these articles reflect the two dominant 

and conflicting trends in the Chinese approach to postwar problems, 

both in the monetary sphere in particular, and the economic in general ; 

namely, a strong and assertive nationalism on the one hand and recog- 

nition of the need for external assistance on the other. The trend 

towards an assertive nationalism receives support from the very high- 

4 est quarters-T1 understand that in the draft of the new book the Gen- 

¥ eralissimo is writing on economic policy he favors high protective 

tariffs, strict exchange control, et cetera| (the article summarized from 

the China Times was written by Chu Ping-nan, member of the General- 

issimo’s so-called brain trust). There is a sufficient body of realistic 

opinion in the Government to make it likely, however, that China will 

cooperate with friendly powers whenever specific questions involving 

such cooperation arise of which a clear instance is afforded in the dis- 

cussion reported in TF-114.17 [Adler.] 

, | VINCENT 

_ 893.50/299a: Telegram 

The Secretary of State to the Chargé in China (Vincent) 

Wasuineron, May 10, 1943—10 p. m. 

602. Department looks forward to receiving concise report by air 
mail of Industrial Reconstruction Planning Conference and the 140 

162 The “Three People’s Principles” of Sun Yat-sen. 
Not printed; it submitted a summary of press comment on schemes for 

international monetary stabilization. 
172 Telegram No. 621, April 29, 5 p. m., from the Chargé in China, p. 850.
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proposals for industrial reconstruction reportedly discussed and pre- 

sented to Central Government for consideration. Also details of 

Sixteenth Annual Meeting of Chinese Economic Society and its rec- 

ommendations. Was any official sanction given at either of these con- 

ferences to the so-called “Draft Outline of the Principles for China’s 

Post-war Economic Reconstruction”. Details of the Five Year Post- 

war Industrial Reconstruction Plan for China which Chinese broad- 

casts report were formulated at the Conference and of Doctor Wong 

Wen-hao’s ” suggestion that part of the industrial equipment in Japan 

should be turned over to China after the conclusion of the war to im- 

plement this plan would be of particular interest.” | 
Hoy 

893.50/302 

The Chargé in China (Vincent) to the Secretary of State 

No. 1175 CHUNGKING, May 12, 1943. 
[Received May 31.] 

Sir: I have the honor to enclose two memoranda by Mr. J. Bartlett 
Richards, Commercial Attaché, as well as a summary of the conclu- 
sions reached at a recent forum of college professors and econo- 
mists, all on the subject of post-war reconstruction.” 

This is a subject that has been receiving a good deal of attention in 
China, officially as well as academically. So far, however, official 
interest has been confined within the limits of individual ministries : 
and there has been no attempt to formulate a comprehensive and uni- 
fied project for reconstruction that would embody the ideas of those 
in charge of agriculture, industry, transportation, social affairs, edu- 
cation, finwnce etc. It is perhaps natural that tdividual ministries 
~showld desire to formulate their own ideas and reach internal agree- 
ment on them before trying to fit them into a comprehensive project. 
In the case of the Reconstruction Conference recently concluded, to 
which reference is made in the enclosed memorandum dated May 7, 
it does not appear that the officials and economists of the Ministry of 
Economic Affairs and the closely-allied National Resources Commis- 
sion, who comprised the delegates to the conference, were able to 
draw up anything very clear or definite in the way of a plan of 
reconstruction. 

The National General Mobilization Council is planning to call a 
comprehensive conference for the first week in June on the more 
urgent question of increasing wartime production. It is believed 

8 Chinese Minister of Economic Affairs. 
* See despatch No. 1196, May 18, from the Chargé in China, p. 854. 
° None printed.
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that some attention may also be given to post-war reconstruction 

projects. The Ministries of Economic Affairs and Agriculture will 

share in the direction of the Production Conference, as it will be 

called, and there will be representatives of the Ministries of War, 

Finance, Communications, Social Affairs, Food, Education, the Na- 

tional Health Administration, the Joint Board of the Four Govern- 

ment Banks, the National Conservancy Commission, the Commission 

for the Control of Liquid Fuel, the Chungking Municipal Govern- 

ment, the various provincial governments, and industrial and mining 

organizations as well as experts invited by the government. 

The Supreme National Defense Council is planning to hold a con- 

ference toward the end of May, to discuss a number of major political 
and administrative questions. It is believed that post-war reconstruc- 

tion will receive some attention, as one of the principal units of the 

Council, the Central Planning Board, is preparing a 5-year post-war 
national defense and economic reconstruction plan and a 10-year plan 

for the development of the Northwest. 
Respectfully yours, JOHN CARTER VINCENT 

893.50/803 

The Chargé in China (Atcheson) to the Secretary of State 

No. 1196 Cuuncxkine, May 18, 1948. 

[Received June 16. | 

Sir: With reference to the Department’s telegram no. 602, May 10, 

10 p. m., in regard to the Industrial Reconstruction Planning Con- 

ference held in Chungking from April 26 to May 6, as well as the 

Sixteenth Annual Meeting of the Chinese Economic Society, there is 

enclosed herewith a memorandum of conversation between Dr. Wong 

Wen-hao, Minister of Economic Affairs and the Embassy’s Com- 

mercial Attaché. 
The Embassy hopes to be able to forward additional information on 

this subject in the near future and will also report as completely 

as possible on other scheduled conferences, including a Production 

Conference to be held early in June, under the auspices of the National 

Mobilization Board, and a conference of the Supreme National De- 

fense Council, to be held at the end of May, in which the Central 

Planning Board is expected to play a prominent part. 
It is not believed that anything of particular importance came out 

of the Sixteenth Annual Meeting of the Chinese Economic Society. 

According to a member, it was not attended by any prominent officials 

and did not agree on any recommendations as to economic reconstruc-
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tion. The Embassy is endeavoring to obtain additional information 
on the subject. 

It is believed that the enclosed memorandum and future reports on 
the subject may be of interest to the Board of Economic Warfare 
and to the Bureau of Foreign and Domestic Commerce. 

Respectfully yours, GrorcE ATCHESON, JR. 

[Enclosure] 

Memorandum of Conversation, by the Commercial Attaché in China 
_ (Richards) 

[Cuunexine,] May 14, 1948. 

Dr. Wong Wen-hao, Minister of Economic Affairs, was very 
reluctant to discuss the recent Industrial Reconstruction Planning 
Conference and suggested that it would be much better for Dr. T. V. 
Soong to give out the information in Washington. He mentioned 
that even the delegates who attended the conference have not been 
permitted to keep their minutes, but was not entirely clear as to why 
such secrecy should be observed, his only explanation being that the 
proposals discussed at the conference have no official standing unless 
they are approved by the Generalissimo and the Executive Yuan. He — 
admitted that there were proposals discussed and that there were 
approximately 140, but he made light of them, saying that they were 
of no importance. 

With regard to the five-year plan for post-war industrial recon- 
struction, Dr. Wong said that the conference did not go into much 
detail but merely discussed estimates of the cost of such a plan. It 
was agreed that an industrialization project such as China could 
afford would not be very imposing from the western point of view and 
would not even bring China up to a par with India industrially, but 
that it is better to be realistic and not to undertake anything too 
ambitious. In the case of steel, it was agreed that China might try | 
for a production of about 2,000,000 tons a year, of which J apanese 
equipment already in China, if not destroyed, would account for nearly 
half. Part of the steel industry would be located in the Yangtze 
Valley, where there is a big market but only limited ore reserves, but 
most of it would have to be in Manchuria, where there are fairly good 
ore reserves but which is remote from the principal markets. Other 
industrial projects would be devoted to the manufacture of machinery, 
farm implements, heavy chemicals, etc. Dr. Wong does not favor 
a large armaments industry, unless Japan should be permitted to 
retain important heavy industries with the potentiality of resuming 
arms production. |
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Dr. Wong said that he has not publicly made any suggestion that 
part of the industrial equipment in Japan be turned over to China, 
but that he did discuss it once at a dinner party and feels that it is a 

good suggestion, not only because China is entitled to reparation 
from Japan but also because Japan will continue a source of uneasi- 
ness in the Far East so long as she is permitted to retain on a large 
scale heavy industries that could be turned to arms production. 

Dr. Wong said that the Ministry of Education participated with 
the Ministry of Economics in the Industrial Reconstruction Planning 
Conference and that the Minister of Communications had a repre- 

sentative present, though he could not attend himself. 
Comment: As Dr. Wong was able to spare only twenty minutes, I 

was not able to question him as closely as I should have liked. I got 
the impression that he would prefer to avoid the responsibility of 

deciding what might be given out, but he agreed to think it over and 
talk to me about it again in a few days. Though he insisted that 
the 140 proposals were of no particular importance, I got the impres- 
sion that he was reluctant to discuss them, at least until the General- 
issimo and the Executive Yuan have had a chance to consider them. 
Dr. CG. C. Chien, Vice Chairman of the National Resources Commis- 
sion, with whom I discussed the Industrial Reconstruction Planning 
Conference last week, obviously did not feel that he could give out any 
information about it without permission. 

J. Barrierr Ricwarps 

893.50/306 
The Chargé in China (Atcheson) to the Secretary of State 

No. 1233 Cuunexine, June 4, 1943. 

[Received July 3.] 

Sir: There is enclosed herewith a memorandum * summarizing an 
article which appeared in the Daily Bulletin of the China Information 

Committee for May 24, on the subject of a meeting held in Chungking 
by about 100 Chinese from the South Seas, to discuss their post-war 
policies. 

It will be observed that, according to the Bulletin, the South Seas 
Chinese are primarily interested in recovering their properties after 

the war and in improving their legal status in the various areas where 
they have their enterprises. They feel that in the past they have not 

been given equality of treatment in most of the political entities of the 
South Seas and south-east Asia. 

With regard to their own post-war policies, the principal speaker at 
the meeting mentioned in the Bulletin urged that overseas Chinese 
devote their capital and energies to rebuilding Chinese enterprises in 

™ Not printed.
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the South Seas, thus cooperating with the reconstruction effort at 
home by supplying various materials needed in China and by helping 
in the distribution of Chinese goods, rather than by investing their 
money in industry in China. 

Respectfully yours, GrorcE ATCHESON, JR. 

893.50/305 

Lhe Chargé in China (Atcheson) to the Secretary of State 

No. 1247 CHUNGEKING, June 9, 1943. 

[Received June 25.] 

Sir: Reference is made to the Embassy’s despatch no. 1175, May 
12, and other despatches on the subject of post-war reconstruction 
plans for China. 

There is enclosed herewith a memorandum ”? of a conversation be- 
tween Dr. Wong Wen-hao, Minister of Economic Affairs, and the 
Commercial Attaché, from which it will be observed that a program 
based on an annual production of 2,000,000 tons of steel is regarded 
by Dr. Wong as practical, from both the technical and financial points 
of view. A quarter of this proposed production would be needed to 
build 5,000 kilometers of railway lines annually and supply the bodies 
for freight cars to be used on those lines. A substantial amount would 
be used to build small ships, of 100 to 500 tons, for inland transporta- 
tion, and ship yards equipped to repair ships of all sizes. Ships for 
coastal traffic would be bought abroad and Dr. Wong does not believe 
that China will attempt to compete in trans-oceanic transportation. 

Agriculture’s greatest needs, according to Dr. Wong, are irrigation 
and fertilizer. Chemical plants will be needed to produce fertilizer 
and other heavy chemicals. | 

Production of machines will be most important in building up 
industry in China but so far this element of the industrialization pro- 
gram has not been considered in any detail. As a first step, a number 
of Chinese engineers now in the United States on various missions, 
or shortly to proceed there, are to study American factory methods 
and make suggestions as to their application to China’s industrial- 
ization program. 

While Dr. Wong insisted that he was speaking only as an indi- 
vidual, it is probable that his remarks, so far as they went, repre- 
sented the position of the Ministry of Economic Affairs and the 
Industrialization Reconstruction Conference. 

Respectfully yours, Grorce ATCHESON, JR. 

22 Not printed.
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893.504/132 

The Chargé in China (Atcheson) to the Secretary of State 

No. 1259 CHUNGEING, June 14, 1948. 

[Received July 3.] 

Sir: Reference is made to the Embassy’s despatch No. 1057, April 7, 

1943,?* on the subject of the annual meeting of the Chinese Association 

| of Labor, and to the Department’s telegram No. 668, May 26,” request- 

ing a résumé of important resolutions adopted at that meeting and 

indicating particular interest in those relating to post-war economic 

matters. 

According to Mr. Chu Hsueh-fan, President of the Chinese Associa- 

tion of Labor since 1938, resolutions were adopted under five cate- 

gories, as follows: 

Resistance and Reconstruction. 

1. The government should be asked to inaugurate courses of tech- 

nical training to meet industrial needs. 
2. Every effort should be made to bring workmen from the occupied 

area for work in productive enterprises in Free China. 

3. The CAL should sponsor the “One Million Workers Savings 

Movement” to facilitate the resistance and reconstruction program 

of the nation. 
4. The CALshould help the government in carrying out the national 

| mobilization program. 
5. A nation-wide drive among workers should be started with a 

view to contributing aeroplanes to the government. 
6. Serious efforts should be made to adjust and consolidate relations 

between capital and labor, with a view to increased production. 

International Problems. 

1. Representatives of labor from all nations should attend the peace 
conference. 

2. The government should organize institutes for post-war inter- 

national economic research, including representatives of labor and 

capital. 
3. A labor delegation should be sent to visit the several United 

Nations, with a view to strengthening the relations between labor in 
China and in allied countries. 

Organization and Traming. 

1. Labor organizations should be strengthened and the labor move- 

ment promoted. 
9. The government should be asked to prevent factories from 

enticing labor from other factories and workmen from jumping from 
one factory to another. 

72 Not printed.
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Labor Welfare. 

1. The government should be asked to supervise the carrying out 
of ue Labor Welfare Fund Regulations and to promote labor welfare 
work, 

2. The government should be asked to make an earnest effort to 
carry out labor welfare work in Chungking, as an example to the rest 
of China. | 

Labor Legislation. 

1. The government should be asked to increase labor representation 
in the Peoples’ Council, with a view to paving the way to a more 
democratic government. 

2. [he government should be asked to publish the Labor Policy 
Outlines adopted by the National Social ‘Administration Conference. 

3. The government should be asked to pass a law protecting women 
and children. 

4. The government should be asked to pass social security legisla- 
tion and to enforce the present factory laws, including that providing 
for workmen’s compensation. 

It will be noted that many of the resolutions show the influence of 
the Ministry of Social Affairs and it is difficult to believe that the 
Chinese Association of Labor represents an independent labor 
movement. 

There is enclosed a memorandum ™ of a conversation of June 10 
between Mr. Chu and an officer of the Embassy on the subject of the 
Chinese labor movement. Mr. Chu, as it will be observed from this 
memorandum, stated that his organization is cooperating in every way 
with the government during the war. He pointed out, however, that 
the Shanghai General Labor Union, of which the CAL is an out- 
growth, staged a general strike in 1932, and indicated that the CAL 
is prepared to resort to strikes to gain its ends, after the war. While 
he does not have statistics of total factory labor in Free China, he 
believes that the 422,000 members of the CAL represent about half 
the workmen in factories employing over 30 men, and feels that they 
will have a very substantial influence. 

Asked as to the results secured thus far by the labor movement, Mr. 
Chu admitted that they have not been very considerable. He said 
that some very good laws have been passed but none of them have 
ever been enforced. Chinese factory owners have in the past used 
extraterritoriality as an excuse for ignoring the laws, claiming that 
foreign factories were not bound by them. A much-needed law has 
just been passed providing for inspection of mines, but Mr. Chu does 
not have much confidence that it will be enforced during the present 
circumstances. After the war, he hopes that conditions will improve. 

Respectfully yours, Grorce ATCHESON, JR. 

** Not printed. 

332545—57——55 |
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893.50/321 

The Chargé in China (Atcheson) to the Secretary of State 

No. 1871 CHUNGKING, July 21, 1943. 
| [Received August 21. | 

Sir: I have the honor to transmit herewith a copy of an article 

appearing in the Daily Bulletin of the China Information Committee 

for June 12, 1948,” proposing that agriculture be made the basis of 

post-war reconstruction in China. 

This article, a condensation of an article originally published in the 

Ta Kung Pao, an influential independent Chungking newspaper, and 

written by Tung Shih-tsin, a well-known Chinese agriculturalist, is of 

particular interest because the agricultural point of view is rarely 

presented in discussions of post-war reconstruction. As the farmer 

is inarticulate and farming is unspectacular, it is natural that plans 

for large-scale industrialization should have a greater appeal to the 

imagination of writers and planners. A realistic reminder that agri- 

culture is and must continue to be the first industry of China should 

serve a useful purpose. 

The point is made in the article that industrial development in China 

after the war will depend on the availability of raw materials, includ- 

ing many of agricultural origin. An adequate textile industry, it is 

asserted, cannot be built up on China’s production of a little over a mil- 

lion bales of cotton and 50 million pounds of wool a year. The im- 

portance of agricultural production to other industries is equally ob- 

vious. With the progress of chemistry in the development of syn- 

thetic materials, including plastics, the reliance of industry on agricul- 

ture is greatly increased. 

China, it is stated in the article, does not produce enough food and 

textile material for its own needs. The production of seven major 

agricultural products in Szechuan is said to have shown a downward 

trend since 1939. The first step toward becoming a modern country is 

to elevate the standard of living and this must be done by assuring 

the people enough food and clothing. The success of industries, more- 

over, will depend on the prosperity of the farming districts, which will 

be the principal markets for the products of industry. 

Respectfully yours, For the Chargé d’Affaires a. i.: 

| J. BARTLETT RICHARDS 

: | Commercial Attaché 

* Not reprinted.
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893.50/327 

The Chargé in China (Atcheson) to the Secretary of State 

No. 1875 CuHuUNGKING, July 22, 1948. 
[Received August 21.] 

Sir: I have the honor to enclose a copy of despatch no. 16 of June 
27, 1948 from the Embassy’s officer at Sian,?* in which he reports the 
arrival at Sian of the Northwest Reconstruction Investigation 

Commission. 
It is stated in the despatch that following the Generalissimo’s trip 

to the Northwest in 1942, General Chiang conceived great hopes for 
the future development of that area and, as a consequence, despatched 
the Commission to proceed to Shensi, Kansu, Ninghsia, Chinghai 
and Sinkiang to investigate conditions on the spot as well as to pre- 
pare a long-term reconstruction plan for these provinces. Reliable 
information indicated that the Commission planned to remain in 

Sian for about one week and that its “investigation” would merely 
comprise the gathering of data from various organizations which 
would be utilized to prepare the comprehensive plan apparently 

desired by the Generalissimo. 
Mr. Drumright states that according to press reports, members 

of the Commission investigated water conservancy, reclamation, soil, 
geography, highway, health and educational conditions in the Sian 
area. It is indicated in the despatch that apparently the members 
have neither the time nor the capacity to make detailed investigations 
regarding agricultural, conservancy, communication, industrial, edu- 
cation, health and other matters that need to be examined and 
correlated if reconstruction of the Northwest is to be attained. 

In conclusion Mr. Drumright states that the recent attention fo- 
cused on the Northwest is considered to be partly strategical, and that 
increasing attention will probably be given to bringing Sinkiang 
within the direct political and economic control of the National 
Government. 

Respectfully yours, For the Chargé d’Affaires a. 1.: 
J. Bartuetr RicHarps 
Commercial Attaché 

** Everett F. Drumright, Second Secretary of Embassy in China; despatch 
not printed.
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893.50/325 

The Chargé in China (Atcheson) to the Secretary of State 

No. 1397 CuHUNGKING, July 26, 1943. 
[Received August 21. | 

Sir: I have the honor to transmit herewith a copy of an article 
appearing in the Daily Bulletin of the China Information Committee 
for June 24, 1943,?7 summarizing an address made at a meeting of the 
China Social and Economic Reconstruction Association by Dr. Y. C. 
Koo, Acting Vice Minister of Finance and General Manager of the 
Farmer’s Bank. 

Dr. Koo emphasizes the importance of rural industries in the recon- 
struction of China’s economy, pointing out that such industries would 
give both full-time and part-time employment in the over-crowded 
farming districts, increasing the prosperity of those districts and 
making unnecessary a movement of the rural population to the cities 
to seek work. Rural industrialization would also alleviate the trans- 
portation problem to some extent, if mills were planned with a view 
to using locally-available raw materials and selling in nearby markets. 
(A list showing the various provinces to which certain industries are 
suited is given in the article.) 

Rural industrialization, according to Dr. Koo, would modernize the 
farm districts and improve farming methods by increasing production 
of farm implements, fertilizer, insecticides etc. and by making the 
farmers sufficiently prosperous to purchase these and other products. 
Hydroelectric power is to be made available by a Rural Hydraulic 
Power Company, which the Farmers Bank and the National Con- 
servancy Commission are preparing to organize. 

Some observers believe that there will be a movement of industry 
back to the former treaty ports and other large industrial centers 
after the war and that such suggestions as those advanced by Dr. Koo, 
meritorious though they seem, will be given inadequate attention. It 
may be noted, however, that in various districts of Free China which 
were not industrialized to any extent before the war, there are now a 
number of factories engaged in the production of a wide variety of 
goods. In Shensi, for example, a cotton and wheat-growing province, 

| a number of cotton and flour mills have recently started production. 
Kweilin, in Kwangsi Province, has developed into a fairly important 
industrial center and several towns in Hunan are active industrially, 
despite the proximity of enemy forces. Szechuan Province has nearly 
half the factories in Free China, centered around Chungking and 
Chengtu, and Yunnan Province has a number of active industries. 

7 Not reprinted.
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The Chinese Industrial Cooperatives has about 1600 member co- 
operatives, located in cities and villages all over Free China and 
producing a wide variety of goods. While some of these industries 
will undoubtedly be moved back to the port cities after the war, it is 
believed that most of them will remain and serve as a nucleus for a 
possible industrial decentralization program. The growth of village 
and farm industries will probably depend on the success of the Chinese 
Industrial Cooperatives, now undergoing a drastic reorganization. 

Respectfully yours, For the Chargé d’Affaires a. 1.: 
J. Bartiterr Richarps 

| Commercial Attaché 

893.50/326 

The Chargé in China (Atcheson) to the Secretary of State 

No. 1418 Cuuncxina, July 31, 1943. 
[Received August 21.] 

Sir: I have the honor to report that a despatch dated July 24, 1948, 
has been received from the Consulate General at Kunming, in which 
reference is made to the interest of a group of prominent Chinese 
political figures in acquiring second-hand machinery from the United 
States for use in the post-war economic rehabilitation of China. 

The group, which is said to include Dr. H. H. Kung, is reported 
to be operating through a company styled the China Industrial Cor- 
poration, of which a Mr. C. C. Chang is the director. The members 
of the group, it is said, prefer to remain anonymous for the present, 
as they have not decided whether the venture should be for the ac- 
count of the government or for their private account. The Chinese 
Industrial Corporation is reported to have at least US$100,000 at . 
its disposal for the immediate purchase of used machinery in the 
United States, delivery presumably to be made as soon as possible 
after the war. The purpose in making purchases at this time would 
appear to be to forestall competition from other countries that are 
expected to be in the market for industrial machinery after the war. 

The Embassy was recently approached by Mr. Shen Li-ren, an 
accountant from Shanghai, who claimed to be representing a group 
of wealthy Chinese in Shanghai interested in the promotion of a 
scheme for the post-war industrialization of China, under which 
American companies would supply used machinery and Chinese 
capitalists would supply capital, in exchange for shares in manufac- 
turing companies to be formed in China. The scheme was grandiose 

| and impractical, but illustrates another aspect of the interest in China 
in obtaining American machinery after the war.



864 FOREIGN RELATIONS, 1943, CHINA 

Further evidence of Chinese interest in American machinery is 
afforded by a number of inquiries received from manufacturers or 
promoters who desire to place orders for new or used American ma- 
chinery at this time, for delivery as soon as possible after the war. 
Some of these inquirers indicate that they would be prepared to 
deposit cash with their orders, in order to be assured of priority in 
post-war delivery. 

Respectfully yours, For the Chargé d’Affaires a. 1.: 
J. Barttetr Ricwarps 
Commercial Attaché 

893.50/327a : Telegram 

The Acting Secretary of State to the Chargé in China (Atcheson) 

WasHineTon, August 21, 1943. 

1164. An Associated Press item from Chungking under date 
August 11 quoted a proposal submitted by Dr. Kung to the Executive 
Yuan suggesting that “the Executive Yuan instruct the ministries 
concerned to draft new regulations providing due protection of law 
so that foreign capital and technique might be utilized fully in our 
national program of reconstruction.” 

The Department will appreciate receiving information and com- 
ment regarding this proposal in a brief telegram to be expanded into 
a. mail despatch if sufficient information is obtainable. Adler may be 
of assistance in supplying information and comment. 

WELLES 

893.50/338 : Airgram 

The Chargé in China (Atcheson) to the Secretary of State 

Cuuncxine, August 31, 1948—3 p. m. 
[Received September 18—1 p. m.] 

A-48. Department’s telegram No. 1164, August 21, and Embassy’s 
telegram No. 1607, August 31.28 Dr. Kung’s proposal in question was 
approved by the Executive Yuan in early August and was referred 
to the Ministries of Finance, Communications and Economic Affairs 
for the drafting of appropriate regulations. An informed Chinese 
official states that the purpose of the proposal is to allay any fears 
foreign investors of capital and technical personnel may have regard- 

* Latter not printed; referring to Department’s telegram No. 1164, it stated: 
“Tt is understood that matter is only in preliminary and tentative state at present 
and that proposal in question has been referred to competent authorities for 
drafting of appropriate regulations”. (893.50/330)
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ing their status as a result of the abolition of extraterritoriality. 
The Legislative Yuan is reported to have appointed a special com- 
mittee to study legislation to be adopted in order to carry out Kung’s 

proposal. 
In this connection, the Ministry of Economic Affairs is said to have 

submitted recently to the Legislative Yuan the draft of a new patent 
law under which registration of patents by aliens is to be effected. 
According to informed opinion, such new law is not likely to be put 
into effect until new Sino-foreign commercial treaties are concluded. 
We are endeavoring to obtain a copy of the draft patent law for 
forwarding to the Department. 

It is reliably reported that Kung will present a similar resolution 
to the Central Executive Committee at its scheduled meeting begin- 
ning September 6. The Chinese official mentioned in the first para- 
graph states that the resolution will be more detailed than the 
proposal submitted to the Executive Yuan and that it will probably 
give some indication of the types of foreign investment desired and 

the conditions under which such investment will be permitted. 
Embassy will expect to report further when additional information 

is available. 
ATCHESON 

893.50/3385 : Telegram . 

The Chargé in China (Atcheson) to the Secretary of State 

| CHUNGKING, September 16, 1948. 
[Received September 16—11: 26 a. m.] 

1728. Embassy’s 1607, August 31.% Following are excerpts from 
(1) resolution on industrial reconstruction and (2) resolution on 
policy for encouraging foreign investments adopted by Eleventh 
Plenary Session of CEC September 11th as reported by Central News 
Agency: | | 

1. [“] Industrial reconstruction shall be a planned one, mapped out 
by the Government according to the principles laid down in the San 
Min Chu I and Dr. Sun Yat-sen’s industrial program. 

The Central Government shall formulate a comprehensive nation- 
wide plan for the establishment of industrial areas which is to be 
based upon the requirements of the national economy, existing com- 
munication facilities and the location of natural resources. 

In the post-war industrial reconstruction, the Government shall 
adopt the policy of emphasizing a simultaneous development of state 
and private industries which shall be operated on a division of labor 

* Not printed ; see footnote 28, p. 864.
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and collaboration basis, under a complete industrial reconstruction 
plan, so that the production quota prescribed for various categories 
of industries may soon be reached. 

Industries which may be entrusted to individuals, or industries 
which will be less suitable for the state to operate shall be privately 
operated. The Government in such cases shall give them encourage- 
ment and the protection of the law. Industries, the operation of 
which cannot be entrusted to individuals, or industries which assume 

, the nature of monopoly, shall be state operated. The Government 
shall stipulate specifically what constitute state-owned industries, and 
what constitute private industries. 
In order to increase international trade, export industries shall be 

given encouragement and support. Encouragement and commenda- 
tion shall also be given to the people for the manufacture of goods for 
export as well as for the operation of export industries. 

In order to speed up the completion of the industrial reconstruction 
plan, foreign capital and technical cooperation shall be welcomed.” 

9. “All restrictions applying to Chinese-foreign joint enterprises 
shall be revised. Hereafter no fixed restriction shall be placed on 
the ration of foreign capital investment in joint enterprises. In the 
organization of a Chinese-foreign joint enterprise, although the chair- 
man of the Board of Directors must be a Chinese the general manager 
need not necessarily be a Chinese. The foregoing terms of coopera- 
tion shall become effective after an agreement by the parties concerned 
has been reached and the approval of the Government secured. At 
the same time, aliens, in accordance with the provisions of Chinese 
laws and regulations, and having received the sanction of the Chinese 

Government, may invest in private enterprises in China. Negotia- 
tions for foreign loans for state enterprise shall be centralized. Pri- 
vate individuals may negotiate foreign loans for their enterprises and 
such loan agreements shall become effective following the approval of 
the Government. The Government shall determine at an early date 
which categories of state enterprises may accept foreign investment 
and which categories may seek foreign loans.” 

ATCHESON 

893.50/336 : Telegram 

The Chargé in China (Atcheson) to the Secretary of State 

CHUNGKING, September 16, 1943—9 a. m. 
[Received 1:56 p. m.] 

1729. CEC resolution on industrial reconstruction (Embassy’s 1728, 
September 16) apparently points to continuation and increase of 

Government monopolies and control over industry which has been 

indicated in recent years. The National Government is expected to 
reserve to itself heavy industry on grounds of its relation to national 
defense, and to leave to private enterprise light industry as less suit- 
able to Government operation. The resolution leaves to governmental 
decision which industries shall be private enterprise, which state op-
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erated and which state owned, and existing Government monopolies 
are therefore expected to continue. The encouragement and protec- 
tion of the law for private industry envisaged in the resolution prob- 
ably look toward protective tariffs, the necessity for which the Chinese 
press has recently emphasized. The establishment of Government 
socialized control of Chinese industry may meet strong opposition 

from Chinese industrialists who during war time have been powerless 
to prevent governmental encroachments in their field and who may be 
expected to become more vocal after the war and their return to the 
coastal areas. 

It is hkely that the recognized need for foreign capital in China’s 
reconstruction caused the adoption of a relatively liberal policy to- 
ward foreign investment and that it was felt desirable to take this step 
in order to counteract many unofficial and semi-official press articles 
of extreme nationalistic tone published in recent months. A respon- 
sible Chinese official informs us that the resolution represents a 
genuine liberal attitude among Government leaders toward foreign 

investment in China and, necessarily, has Chiang Kai-shek’s hearty 
support. The adoption of this policy toward foreign investment, to- 
gether with the CEC resolution on constitutional government,” gives 
further indication of the extent to which the Chinese Government is 
dependent upon the United States and is sensitive to American 
criticism. 

ATCHESON 

893.50/345 

The Chargé in China (Atcheson) to the Secretary of State 

No, 1595 CHUNGKING, September 18, 1943. 
[Received October 14.] 

Sir: I have the honor to refer to the Embassy’s telegrams nos. 1728 
and 1729, both of September 16, 1943, in regard to the C.E.C. resolu- 
tions on industrial reconstruction and foreign investments, and to 
transmit herewith a translation, taken from the English edition of 
the Central News Agency of September 11, 1943,°! of a resolution 
approved on that date by the Central Executive Committee of the 
Kuomintang, proposing a policy for the treatment of foreign invest- 
ments in China. 
An officer of the Embassy was recently informed by a responsible 

Chinese official that this resolution, which was introduced by Dr. 
H. H. Kung, Vice President of the Executive Yuan and Minister of 
Finance, was originally drafted by the Central Planning Board and 

* See telegram No. 1706, September 14, p. 335. 
* Not reprinted.
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was approved by the Executive Yuan before its introduction at the 
plenary session of the C.E.C. It is also said to have received the 
hearty approval of General Chiang Kai-shek. It may therefore be 
said to represent a declaration of official policy on the question of 
foreign investments. It will be sent by the Central Executive Com- 
mittee to the Executive Yuan, according to the informant, which will 
recommend to the Legislative Yuan the legislation necessary to imple- 
ment its provisions. It is not possible at this time to say when such 
legislation may be expected to be enacted. 

The proposals made in the resolution, as interpreted by a Chinese 
official who was actively concerned in the drafting, are as follows: 

1. The present limit of 49 per cent on foreign participation in com- 
panies jointly owned by Chinese and foreign investors should be 
removed and no limit placed on foreign financial participation, pro- 
vided the investors agree and the approval of the government is 
obtained. 

2. The present requirement that the general manager of such jointly 
owned companies must be a Chinese should be repealed. Sino-foreign 
companies should be permitted to choose foreign general managers, 
with governmental approval. The Chairman of the Board of 
Directors should be a Chinese, however. 

8. Aliens, with the approval of the Chinese Government and subject 
to the provisions of Chinese laws and regulations, should be permitted 
to make direct investments in China. 

4, Private individuals and firms should conduct their own negotia- 
tions for foreign loans, the arrangements arrived at to be subject to 
government approval. 

5. Negotiations for foreign loans by state enterprises should be 
placed under unified control. 

6. The government should decide at any early date which categories 
of state enterprises may be permitted to sell shares to foreign investors 
and which categories may invite foreign capital only in the form of 
loans. 

According to the informant, the resolution as drafted by the Central 

Planning Board and approved by the Executive Yuan, was more 
detailed and specific than that adopted by the C.E.C. A committee of 

the C.E.C. preferred that it should be “a little more general” but did 
not alter the spirit of it. The informant did not care to say what 
specific points had been taken out but it is believed that there was 
originally some reference in the resolution to foreign concessions for 
the exploitation of natural resources. 

The purpose of the resolution is said to be clarification of the situa- 
tion caused by the abolition of extraterritoriality and assurance to 
foreign capital of protection and opportunity to invest in China. It 
is probable that an official declaration of a relatively liberal character 
was felt desirable as a means of counteracting the considerable volume 
of unofficial and semi-official articles of an ultra-nationalistic nature
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which have been published in China in recent months, in view of the 
recognized need for foreign capital in China. It will be noted that the 
concessions proposed in the resolution are in each case limited by a 
provision requiring government approval, which, in the hands of an 
illiberal administration, might conceivably be used to nullify those 
concessions. It is probable that foreign capital will place less con- 
fidence in resolutions, or even in such laws and regulations as may be 

passed to implement them, than in the manner in which they are 
enforced and the general attitude of Chinese officials toward foreigners 
and foreign business. It is believed, nevertheless, that the Kung 
resolution gives an encouraging indication of the recognition by key 

Chinese officials of the need for foreign capital and of the fact that 
such capital will not be attracted by chauvinistic pronouncements. 

Respectfully yours, For the Chargé d’Affaires a. i: 
J. Bartiett RicHarps 
Commercial Attaché 

893.50/346 

Lhe Ambassador in China (Gauss) to the Secretary of State 

No. 1639 Cuunexine, September 29, 1943. 
[Received October 14. ] 

Sir: I have the honor to refer to the Embassy’s despatch no. 1375, 

July 22, 1943 in regard to the Northwest Reconstruction Investigation 
Group and to enclose a copy of Tihwa’s despatch no. 89, September 9, 
19438 * on this subject. 

Summary: The Group of over 20 members, arrived at Tihwa on 
August 11 by automobile, proceeded to Ining (Kuldja), returned to 
Tihwa, departed for Kashgar on September 5, and are expected back in 
Tihwa in mid-October. The leader, Dr. Lo Chia-lun (concurrently 
Supervisory Commissioner designate for Sinkiang), returned to 
Chungking about September 4, assumably to attend the Central Execu- 
tive Committee meeting, but will probably go again to Sinkiang to 
assume his supervisory duties. The members of the Group (whose 
names and titles are appended to the despatch) are men of standing 
in their respective fields and their trip should result in the collection of 
useful data. The local press has evinced little interest in the party. 
The one pertinent editorial might be interpreted to mean that Kuo- 
mintang officials are welcome in Sinkiang only if they are in position 
to benefit the province. Two other investigation groups are now in 
Sinkiang: one of scientists from the Academia Sinica and the other— 
a possible rival of the Northwest Reconstruction Investigation 
Group—the Investigation Group of the Sun Yat Sen Society. Kuo- 
mintang postwar planning is generally impractical, assuming as it 
does that implementation of the plans evolved will be effected, appar- 

” Not printed. O. Edmund Clubb was Consul at Tihwa. |
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ently gratis, by the victorious United Nations, especially the United 
States. 

Respectfully yours, C. E. Gauss 

893.50/351 

The Ambassador in China (Gauss) to the Secretary of State 

No. 1645 CuuNcKING, September 29, 1943. 

[Received October 29. ] 

Sm: I have the honor to refer to the Embassy’s despatch no. 1595, 

September 18, 1943, on the subject of Chinese official policy in regard 

to investment of foreign capital, and to transmit herewith a copy of 

despatch no. 152, September 9, 1943, from the Embassy officer of 

Chengtu,* with its enclosure, translations of articles from two Chengtu 

newspapers urging limitations on the employment of foreign capital 

in China. There are also enclosed three excerpts from Chungking 

newspapers, which are likewise concerned with this question.” 

Mr. Smith’s despatch is summarized as follows: The Central News 
article urges that sufficient protection be given foreign capital to en- 

sure its safety but that there be restrictions to prevent manipulation 

and abuses; utilization of foreign capital should be directed by the 

government and direct investment should not be permitted. An 

article in the May 1943 issue of The New E’conomics holds that “the 

key to the utilization of foreign capital is for us to hold the sover- 

eignty and management control in our hands” and urges that direct 

investment not be permitted. The Hsinmin Evening News, placing 

the amount needed for industrial reconstruction at CN $5,000,000,000 

plus US $5,000,000,000, suggests that the latter amount be raised abroad 

by a special committee in the form of long term credits to be refunded 

by installments. These articles give some support to statements that 

the trend in China is toward government monopoly of major economic 

enterprises and the exclusion of foreign influence, but it is believed that 

many influential Chinese financial leaders realize that there are limits 

to the advantages of sucha policy. H'nd of summary. 

The enclosed excerpt from an article in the English edition of the 

Central News Agency Bulletin of August 25, 1943 urges that foreign 

3 In a memorandum dated December 14, 1943, Granville 0. Woodard of the 

| Division of Far Eastern Affairs pointed out that Consul Clubb’s despatch “in- 

cludes the following interesting footnote: ‘One can already discern in con- 

temporary Kuomintang thought the outlines of an argument which may get 

greater emphasis in the post-war reconstruction period: i. e., China has had 

restored to it a legal international equality, but its subjection for a century 

to “imperialistic domination” has retarded its economic development and strict 

justice requires that in compensation it shall be given economic equality as well, 

that is, that the economically advanced nations shall contribute of their power 

and goods until the Chinese economy is brought up to the general level of their 

own. This argument of course has no reference to natural resources, ratio of 

population to land, and other economic factors which would receive attention 

in a scientific consideration of the subject’ .” 
* Horace H. Smith; despatch not printed. 
* Enclosures not reprinted.
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capital be directed into the most useful channels by the government, 
with direct investments prohibited except by special permission, and 
that, where foreign management is permitted, there be a provision 
requiring training of Chinese personnel to take over the management 
after a specified period. Mr. Chang Ju-kiang, an economic writer in 
an article in the Hsin Min Pao of September 19, 1943, an excerpt from 
which is enclosed, argues for strict control of foreign enterprises but 
does not ask for prohibition of direct investments of foreign capital, 
the Central Executive Committee of the Kuomintang having already 
gone on record, before the publication of his article, as favoring di- 
rect investments. Mr. Kao Ping-shu, in an economic article in the 
Ta Kung Pao of September 12, 1943, reviewed in the Daily Bulletin 
of the China Information Committee of September 17, 1943 (a copy 
of which is enclosed ), estimates that China will need US $6,500,000,000 
of foreign capital in the first five years of reconstruction and sees no 
need for special restrictions on foreign investment, as foreign capital 
and foreign factories will be subject to Chinese laws and regulations. 
It is probable that Mr. Kao’s article was written after the announce- 
ment (September 11, 1948) of the CEC resolution favoring a liberal 
attitude toward foreign capital (Embassy’s despatch no. 1595, 

September 18, 1943). 
The CEC resolution, favoring removal of restrictions against foreign 

control of Sino-foreign companies, permission for direct investments 
in China by aliens and permission for private firms to conduct their 
own negotiations for foreign capital (all subject to government ap- 
proval), was apparently intended to counteract the effect of nation- 
alistic articles such as most of the enclosed, and to reassure foreign 
investors. As a pronouncement of official and party policy, it should 
have a considerable effect on future articles in Chinese publications, 
on the subject of the utilization of foreign capital. 

According to an official of the Ministry of Finance, a proposal for 
the organization of an insurance company to be controlled by the gov- 
ernment banks, which would have been granted a monopoly of rein- 
surance on government properties, has been shelved because of the 
fear that it might be disturbing to foreign opinion. Embassy’s A-65, 

Sept. 27, 1943.°6 
Respectfully yours, C. E. Gauss 

% Ante, p. 448. Ina memorandum dated December 13, Granville O. Woodard of 
the Division of Far Eastern Affairs observed: “ ...in commenting on the 
press releases being transmitted with the despatch the reporting officer states 
that ‘These articles tend to give some support to the pessimistic prophecies 
made during the past ten years, by observers of the trend of the Chinese Central 
Government toward monopoly control of all major economic enterprise and 
the exclusion of foreigners from such enterprises, but it is believed that many 
of the most influential Chinese financial leaders realize that there are limits 
to the practical advantages of such a policy’.”
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893.50/341 : Telegram 

The Ambassador in China (Gauss) to the Secretary of State 

CHUNGKING, October 5, 1943—9 a. m. 
[Received 12:53 p. m.| 

1860. Chinese Government’s highly developed interest in postwar 
reconstruction, which we have previously discussed, is reflected anew 
in current reports that a special branch of the Government, possibly 
a new Yuan, is to be established for purpose of formulating and put- 
ting into effect definite plans for postwar reconstruction in China. 
According to some sources, T. V. Soong who is expected to reach 
Chungking by end of this week may head the new organization, at 
least nominally (it seems to be generally believed that he will not re- 
linquish his post as Foreign Minister or remain for an extended time 
in Chungking). Part of plan if put into effect will assumably in- 
clude (as it apparently already has in the past) obtaining Lend-Lease 
supplies having postwar utility. 

Gauss 

840.50/2668 : Telegram 

The Ambassador in China (Gauss) to the Secretary of State 

CHUNGEING, October 6, 1943-11 a. m. 
[Received 11:07 a. m.| 

1871. My 187 [1807], September 26.57 I called on Generalissimo by 
appointment October 4 accompanied by Atcheson and found suitable 
opportunity, in response to his inquiries as to American post-war 
plans, to give emphasis to the determination with which the American 
Government and people are devoting themselves to the primary task 
of achieving complete victory involving unconditional surrender by 
Germany and Japan and to say that we looked to our Allies including 
China to cooperate to that end with all the effort and resources at 
their command. He said that China can be counted upon to do her 

share. 
The conversation lasted 50 minutes and Chiang was most cordial in 

welcoming me back and in his attitude throughout. Of the many 
questions he put to me it was apparent that his chief interest lay in 
those relating to the possibility of continuing Russian collaboration 
during and after the war, to American post-war plans and to the 

capacity of Americans and Chinese for friendly cooperation. 
I took occasion to convey to the Generalissimo cordial greetings 

from President Roosevelt and Secretary Hull and to offer congratula- 
tions on his election to the Presidency of the Chinese Government. 

7 Ante, p. 182.
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This and my conversations with other Chinese officials incident to 
my return will in due course be discussed and fully described by 
despatch.® 

Gauss 

893.01/965 : Airgram 

The Ambassador in China (Gauss) to the Secretary of State 

CHUNGKING, October 12, 1948—10 a. m. 
[ Received October 27—5 p. m.] 

A~71. Embassy’s 1270, July 23, 8 p. m.,® final paragraph. Dr. 
Wang Chung-hui, Secretary General of the National Defense Council 
and former Foreign Minister, has stated to an officer of the Embassy 
in private conversation that he hopes and expects that after the war 
the Chinese Government will issue a mandate of general amnesty for 
Chinese puppet officials in the occupied areas. He said that of course 
some of the leaders would have to be punished—Wang Ching-wei 
most certainly although Chen Kung-po, “Mayor” of Greater Shang- 
hai, would be a “doubtful” case. 

As Wang Chung-hui is one of the President’s closest advisers it is 
not unlikely that his statements reflect the trend of General Chiang’s 
thought in the matter. ¥ 

Gauss 

893.50/349 

Memorandum of Conversation, by the Assistant Chief of the Division 
of Far Eastern Affairs (Vincent) ” 

[ Wasuineton,| October 15, 1943. 

Mr. Chang“ invited me to call on him at the Mayflower Hotel 
where he had very recently arrived from China. He and I were 
good personal friends during my stay in Chungking. 

Mr. Chang described at some length his years of connection with 
the Chinese Government and with the Bank of China and his services 
with the Kuomintang. He had been opposed to the Bank of China 
becoming a government institution and had ceased to be head of the 
Bank as a protest against Dr. Kung’s and Dr. Soong’s plans for bring- 
ing the Bank more or less under Government control. 

“8 See despatch No. 1698, October 18, p. 189. 
® Ante, p. 434. 
* Initialed by the Chief of the Division (Ballantine). 
* Chang Kia-ngau, former Chinese Minister of Communications and head of 

the Bank of China.
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His resignation last year as Minister of Communications was due 
to a desire to take a needed rest for health reasons but I gather that 
he was not in accord with plans for communications development. 

He is in the United States officially as an Adviser to the Executive 
Yuan. He has, however, a personal commission from President 
Chiang Kai-shek to investigate and report to President Chiang in 
regard to American collaboration in post-war reconstruction in China. 
His explorations will follow in general three lines: American finan- 
cial and material support for Chinese Government plaris Tor recon- 

struction; collaboration between private Amencan_and Chinese in- 

terests in the development of China; and development of Chinese- 
American foreign trade. He feels strongly that there is an opportu- 
nity outside of the Chinese Government’s plans, for American and 
Chinese businessmen to get together on a mutually profitable basis 
for the development of China. 
We talked for some time with regard to the form and line that 

Chinese industrial development should take. I pointed out the need 
for a coordinated plan for Chinese development (at present each 
Ministry and special organization of the Government has its own 
scheme for development). I also mentioned the need that reconstruc- 
tion enterprises be directly related to China’s economic situation ; that 

yy China had an agrarian economy and that any industrial development 
that did not take this tact into consideration would be unsound. I 
also said that, in so far as possible, industrial enterprises should be 
self-liquidating. I said that these were phases of the matter in which 
I had found Americans interested. 

Mr. Chang readily agreed. He said that it was along these broad 
lines that he expected to conduct his conversations in America. He ad- 
mitted that there was too much talk now of the development of heavy 
industries; that greater emphasis should be placed upon raising the 
income of the agricultural population and on the development of light 

industries to supply consumers goods to the Chinese people. He said 

that he was not here to ask the American Government or American 
businessmen to “give” China something; that he was here to develop 
the thought that close economic association between China and the 
United States could prove beneficial to the peoples of both nations. 
<De. Chand that he was going to Boston for a general check up 

: and a rest; that in about a month he would return to Washington at 
which time he hoped to call on Mr. Hull, Mr. Acheson,*? Mr. Morgen- 
thau and Mr. Harry White. ** He said that President Chiang had 
suggested that he make these calls. Afterwards he intends to discuss 

“Dean G. Acheson, Assistant Secretary of State. 
* Harry Dexter White, Assistant to the Secretary of the Treasury 

(Morgenthau).
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with American officials and businessmen his ideas for post-war eco- 

nomic collaboration between China and the United States. 

Nore: Mr. Chang is generally looked upon in China as a man of 

sound judgement. He is conservative in politics and business. I 

doubt that he is in position to speak with much authority in so far as 

Chinese Government interests are concerned but he does represent a 

typical Chinese businessman-banker’s point of view and in that respect 

it may be useful to hear what he has to say. He expects to be in 

America about one year. 

893.50/354 

The Ambassador in China (Gauss) to the Secretary of State 

No. 1696 ~ CHUNGEKING, October 18, 1943. 
[Received November 6. | 

Sir: I have the honor to refer to the Embassy’s despatch no. 1595, 

September 18, 1948, on the subject of the Chinese official policy on 

foreign investments as expressed in a resolution approved by the Cen- 

tral Executive Committee of the Kuomintang, and to transmit here- 

with a copy of an editorial from the National H erald,# a Chungking 

English language newspaper published under the auspices of the. 

Foreign Office, commenting on the resolution. : 

Summary of editorial: China should not place too much reliance ~ 

on foreign capital in its economic reconstruction program. The 

United States, Great Britain and Russia are spending enormous sums 
in the prosecution of the war. Russia is unlikely to be willing to 

export capital after the war, Great Britain has mortgaged her future 

and the United States will be faced with a tremendous problem of 

rehabilitation at home and in Europe as well as in the Far Hast. Such 

capital as is available for China will have to be carefully guided into 

the most useful channels. Most of it will probably be invested in 

state enterprises rather than in private companies. Foreign capital 

will undoubtedly seek investment in China and will be welcomed, but 

the greater emphasis should be laid on the investment of foreign 

brains and technical knowledge. “nd of summary. 

The National Herald editorial expresses a point of view more real- 

istic than that of most commentators on China’s industrial reconstruc- 

tion program, who commonly assume that there will be an unlimited 

flow of capital from the United States. The Minister of Economic 

Affairs, in a private conversation with an officer of the Embassy some 
two months ago, expressed the opinion that China would have to 

“Not reprinted. 

382545—57——-56
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provide at least half the cost of reconstruction, but he was not pre- 
pared to say how much that would be. 

Respectfully yours, C. E. Gauss 

893.50/3564 

The Ambassador in China (Gauss) to the Secretary of State 

No. 1718 CHUNGKING, October 22, 1943. 

[Received November 16.] 

Sik : I have the honor to enclose a copy of despatch No. 8 of Septem- 
ber 30, 1943, from the Secretary on detail at Lanchow * in regard to 
Chinese hope for American aid in the economic development of north- 
west China and to certain obstacles to such development. 

Mr. Rice’s despatch contains an adequate summary. 
It is generally felt that the primary consideration of the Central 

Government authorities motivating their plans for the economic de- 
velopment of the Northwest is a strategic one: the creation of a buffer 
region against Soviet Russia. The Soviet withdrawal from Sinkiang 
and the presence of the Chinese Communists in northwest China have 
brought sharply to the attention of the Chinese authorities the stra- 
tegic situation of this territory at a time when circumstances have 

\ , Permitted an extension of Chungkine’s authority into_a_ hitherto 
Oo autonomous area. It is inevitable that the strategic implications 
y would color Chinese thinking and planning with respect to the North- 

west. Other considerations, again timely and somewhat urgent, have 
been the problems presented by the famine situation in Honan where 
large numbers of famine refugees were either leaving the province or 
because of their destitute condition required some form of relief. The 
settlement in the Northwest of these famine victims, who were without 
Jand or means, has provided a method by which the areas might be- 
come more Chinese in character and at the same time dove-tailed with 
the buffer region plan of development. 

Mr. Rice seems to have given an accurate description of the obstacles 
to the economic development of this area with which the Chinese are 
confronted. After the war the Chinese will likely be required to 

| devote themselves to the much more vital and profitable rehabilitation 
| and development of the coastal and central China areas now occupied 

by the Japanese and it is difficult to believe that the Central Govern- 
ment will be prepared, financially or psychologically, to undertake 
any real and lasting development of the Northwest for some time to 
come. 

Respectfully yours, C. E. Gauss 

* Hdward BE. Rice; despatch not printed.
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893.9111/86 

The Ambassador in China (Gauss) to the Secretary of State 

No. 1726 CuHuNnGcEING, October 23, 1943. 
[Received November 16. | 

Sir: I have the honor to enclose a copy of an article by Dr. Sun Fo,*® 
President of the Legislative Yuan, entitled “The Mikado Must Go”, 
which appeared in the October 11, 12 and 18, 1943 issues of the 
National Herald, English language newspaper published at Chung- 
king under the auspices of the Ministry of Foreign Affairs. This 
article supplements an article by Dr. Sun entitled “For the Total 
Destruction of the Japanese Pirate Empire” which appeared in the 
July 8 and 9, 1948 issues of the ational Herald and which was the 
subject of the Embassy’s despatch no. 1849, July 16, 1943.47 In both 
articles Dr. Sun puts forth concrete suggestions with respect to 

post-war treatment of Japan. 

Summary of enclosure: Among China’s allies, especially the United 
States, there is current a mistaken sentiment in regard to the insti- 
tutional position of the Japanese Emperor, devolving from an 
erroneous notion which attributes to him a position of spiritual and 
moral leadership to which all Japanese pay unquestioned respect and 
which they regard with blind reverence. There is also a mistaken 
conception that the Japanese Emperor is all powerful and able to 
control all Japanese elements, or that he will fulfil the role of a modi- 
fying and liberal influence. The Japanese Emperor and the cult of | 
emperor worship should be overthrown when the Japanese are de- 
feated. The victory over Japan must be decisive so as to preclude 
any resurrection of a militaristic and aggressive Japan and Japan 
must be beaten and crushed so that she will not dare entertain an 
aggressive thought for a hundred years. This can be done only by a 
fundamental revolution whereby the Imperial rule of Japan is ended 
forever. When Japan is finally occupied and the Emperor deposed 
and banished, it will devolve upon the United Nations, principally 
the United States and China, to set up organs of control and advice 
whereby democratic institutions will be introduced and developed. 
China need have no fear of a democratic Japan and such a Japan 
must and will take her rightful place among the law-abiding and 
peaceful nations. L'nd of summary. 

At a press conference on October 138, 1943, Dr. K. C. Wu, Vice 
Minister of Foreign Affairs, was asked whether the views expressed 
by Dr. Sun in the enclosed article represented the views of the Chinese 
Government. According to the official Central News Agency, Dr. Wu 

* Not reprinted. 
“Not printed; Dr. Sun proposed smashing the Japanese military machine, 

including execution of all officers above brigadier general, imprisonment of all 
officers from lieutenant, and exile of noncommissioned officers, and the industrial 
disarmament of Japan, including wiping out all heavy industry (893.9111/71).
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replied to the effect that Dr. Sun’s opinions undoubtedly coincided 
with those of a large number of people in China and that a demo- 
cratic Japan after the war would undoubtedly be a benefit to the world 
as well as to herself but that the conditions and requirements to be 
imposed on a defeated Japan could only be made known after con- 
sultations among the United Nations engaged in the war against 

Japan. 
In spite of Dr. Wu’s tactful refusal to admit that the views ex- 

pressed by Dr. Sun represented those held by the Chinese Government, 
it is believed that this is actually the case... . 

Opinions similar to those expressed by Dr. Sun were given by Dr. 
Ho Feng-shan, Director of the Information Department, Ministry 
of Foreign Affairs, in a conversation with an officer of the Embassy 
on October 20, 1948. Dr. Ho stated that, in his opinion, at least 90 
percent of all informed Chinese endorsed Dr. Sun’s proposal to depose 
the Japanese Emperor and that almost complete unanimity on this 
point existed in the Foreign Office. According to Dr. Ho, Chinese 
Government officials generally believe that a Japanese Emperor in 
the post-war world would be a “nuisance” as he would be the prime 
obstacle to the development of a democratic Japan which China so 
much desires; that the Emperor would be a constant reminder of the 
humiliation and defeat inflicted upon Japan by the United Nations 
and that there was no reason to believe that he might not again be 
used by the Japanese militarists for the advancement of their ideas. 
Among informed Chinese, Dr. Ho stated, the Emperor was generally 
considered to be just as responsible as the militarists for Japan’s 
ageressive actions. 

Dr. Ho stated that Great Britain apparently favored retention of 
the Emperor whereas the Soviet Union, which might have to be con- 
sulted in regard to post-war treatment of Japan, is reportedly in 
favor of having him deposed for the possible reason that a democratic 
Japan might become interested in Communism. Dr. Ho expressed 
the hope that the United States would support China in advocating 
the deposing of the Emperor. 

Respectfully yours, C. E. Gauss 

740.0011 Pacific War/3525 

The Chargé in India (Merrell) to the Secretary of State 

No, 249 New Dexut, October 26, 1948. 
[| Received November 5. | 

Sir: I have the honor to enclose a copy of a most interesting mem- 
orandum *8 prepared by Mr. John Davies, Second Secretary of the 

“Not printed.
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American Embassy in Chungking attached to the staff of Lieutenant 

General Joseph W. Stilwell, on the subject of “British Intimations for 

the Future.” The memorandum was prepared as a result of a con- 

versation between Mr. Davies, two British propaganda officials, | 
and representatives of the United States Office of War Informa- 
tion in New Delhi and Chungking. Mr. .. . isan important British 

propaganda, official. 

The following are the principal contributions made by the British 

participants: 

1. Anglo-American collaboration in the post-war era is not only 
desirable but essential. 

2. The British standard of living is inextricably bound up with 
imperialism. 

3. The British people will be reluctant after the defeat of Germany 
to fight another war in Asia. 

4. Russia will occupy Manchuria, and Korea will become a king- 
dom.” 

5. American and British troops will occupy Japan and Russia will 
have comparatively little to say with regard to a settlement with the 
Japanese. 

6. Japan should not be crushed but should be used as a counter 
against Russia and China. 

7. A future war between the Anglo-American bloc and a Soviet- 
Chinese-Indian-Japanese coalition will start in India. The fissip- 
arous force in India is religion. Education will remove the religious 
differences and leave India united. 

There is almost complete unanimity among British officials in New 

Delhi that post-war Anglo-American collaboration is essential but 

one has a definite feeling that they view British fighting in Asia as 

having the primary purpose of re-establishing and extending British 

imperialist interests. Distrust of the Chinese and fear of a strong 

and united post-war China are characteristic of British officialdom 

here. 
The chief points made in the conversation by Mr. Davies are: 

1. In the minds of most Americans a better world is identified with 
the abolition of imperialism, and there is a very real danger that the 
United States may again become isolationist after the war as a result 
of a feeling by the American people that they have been made dupes 
of British imperialism. 

“On this point Mr. Davies’ memorandum reads as follows: 
“When Manchuria’s fate becomes evident, Mr. . . . asked, what line will the 

United States follow. I asked if he meant by Manchuria’s fate that the Russians 

would occupy that area. He replied in the affirmative. I said that I did not 

think that we would fight the Russians on that issue. 
I asked Mr. ... what he thought the fate of Korea would be. He replied 

that he expected Korea to be a kingdom. I asked why it would not be an autono- 

mous Soviet Republic. He explained that an agreement would probably be 
reached before long by which borders would be established as of the period before 
the Russo-Japanese war. Thus, he felt, the Soviet Union would get its revenge 

for its defeat in 1905. I feel that this interpretation is an oversimplification.”
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2. Our policy is apparently based on the conviction that we need 
Britain as a first-class power; Britain cannot be a first-class power 
without its empire; we are accordingly committed to the support of 
the British empire. \ a. 

3. If Britain does not want the United States to go isolationist, 
it must be careful to leave us some freedom to state our own case 
in Asia. 

The Mission considers Mr. Davies’ appraisement of the consequences 
which may be expected to flow from our apparent policy of support- 
ing British aims in Asia to be sound. It matters little whether this 
is our actual policy or whether by our silence we allow that conclu- 
sion to be drawn by Asiatics. The result is the same, namely, a 
growing conviction among the people of this part of the world that 
American policy is at one with the British in desiring the restoration 
and extension of “whitetocracy” in Asia. The long-range consequence 
of such a conviction will, it would seem, be an alignment of the colored 
races against the whites as their only hope of freedom and progress.” 

Respectfully yours, Grorce Rk. Merrrewn 

840.50/3388 | 

The Ambassador in China (Gauss) to the Secretary of State 

No. 1861 Cuunexine, November 27, 1943. 
[Received December 16. | 

Sir: I have the honor to enclose a translation * which has re- 

cently been received by the Embassy of a report of the Postwar 
World Construction Research Association of the Sun Yat-sen Insti- 

tute for Education and Culture (also called the Chung Shan Cultural 
Educational Institute). 

° On November 23, the Adviser on Political Relations (Murray) commented: 
“Mr... ., aS you will note, goes in for ‘realism’ in a big way and does not allow 
his style to be cramped by such things as the Four Freedoms and the Atlantic 

Charter”. 
In an attached memorandum dated November 24, the Assistant Secretary 

of State (Berle) added: “I think Mr. Davies is probably getting into pretty 
deep water. For one thing, I doubt if the British Empire is going to exist 
solely because of our ‘commitment to recreate’ it. It would equally be argued 
that Great Britain, by defending us against the Germans, had ‘chosen’ to 
maintain the United States as a first-class power. 

The real problem, as it seems to me, is whether the purely ‘imperialist’ line 
is in all respects the best way of securing that international development which 
makes it possible for Britain to continue to be a first-class power. 

She might, as she has before, conceivably find that the commonwealth idea 
proved a stronger policy than the ‘empire’ idea.” 

A penciled notation by the Assistant Chief of the Division of Far Hastern 
Affairs (Vincent) states: “I think Davies has something here which should 
be circulated. Perhaps he is too pessimistic, but it may well be that future 
historians will say ‘You were warned and did nothing about it.’ On the other 
hand, who will do anything about it. That is the tragedy.” 
* Not printed.
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Summary of Report. ‘The function of the Postwar World Con- 
struction Research Association, which is under the direction of 
Dr. Sun Fo, is to undertake research in postwar problems and submit 
a draft plan for postwar world reconstruction. The members of the 
Association include four American-educated members of the Legisla- 
tive Yuan, an American-trained Counsellor of the National Military 
Council, and a former Chinese Minister to Cuba, also educated in the 
United States. The work of the Association is divided into two parts: 
(1) the collection and translation into Chinese of foreign documents 
and publications on postwar problems with the purpose of presenting 
to China the attitude of other countries on the solution of those prob- 
lems; and (2) the conducting of independent research work and the 
presentation of reports on the various phases of postwar world cooper- 
ation and reconstruction. A list of the works which are to be trans- 
Jated and published in Chinese is included in the report. 

Respectfully yours, C. E. Gauss



CONSIDERATION OF PROPOSED ENTRY OF CHINESE 
TROOPS INTO INDOCHINA TO COMBAT JAPANESE 
FORCES IN THAT COLONY? 

740.0011 Pacific War/3531 

The Washington Delegation of the French Committee of National 
Liberation to the Department of State? 

[Translation] 

WasuHineton, October 20, 1943. 

MermoraNDUM 

According to certain information which has come to the knowledge 
of the Committee of National Liberation, Allied plans of operation 
in the Far East would, in the near future, include the start of opera- 
tions against the frontiers of Indo-China, operations entrusted to 
Chinese troops. 

The Washington Delegation of the Committee has already had 
occasion to call the Department of State’s attention to the absolute 
importance to the Allied cause of associating the competent French 
authorities with the detailing of Allied war plans in the Far East, 
especially when their execution involves French Indo-China. The 
aforementioned authorities possess, in this field, documentation and 
experience which can be of the greatest use to the Allied High Com- 
mand. The role which France has traditionally played in the Far 
East, the important interests which she has there, the dispositions 
already taken by the Algiers Committee to participate when the time 
comes in the struggle for the liberation of Indo-China, are all, as many 
more, reasons for an effective French participation in Inter-Allied 
Councils where the general strategy of the United Nations in the Far 
East is determined. 

As concerns the project of a Chinese offensive against Indo-China, 
the Algiers Committee—if the information which has reached it on 
this subject is correct—must very seriously draw the attention of the 
American Government to the great danger which its realization would 
present. 

* Continued from Foreign Relations, 1942, China, pp. 749-760. 
* Handed on October 21 to the Assistant Secretary of State (Berle) by Henri 

Hoppenot, Delegate of the French Committee of National Liberation. 
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A Chinese attack against Tonkin would have the immediate effect 
of causing the whole Indo-Chinese population to rise against the 
Allies. 

For the Annamites, the Chinese, who have so frequently in the past 
invaded and ravaged their frontier regions, represent the hereditary 
enemy. Far from greeting them as liberators, the local population 
would impede their advance by every means in their power. More- 
over, the population and the French troops, who would take the side 
of the Allies if it were French, American and British forces which 
were coming to their help, might very well react against an attack 
by the Chinese, whose true intentions could easily be confused by 
enemy propaganda. The position which a Chinese attack apparently 
will cause civilian and military French Indo-Chinese to take will in 
the future be difficult to modify and the consequences of such a mistake 
run the risk of weighing heavily upon the development of the _ 
campaign. 

The French Committee of National Liberation believes, therefore, 
that it is of the highest importance to set aside a project. which, far 
from serving Allied interests, runs the risk of causing the greatest 
harm. The Committee, likewise, equally believes that, as concerns 
military operations whose theatre would be French territory, it is 
imperative to ask the Allies that no decision should be taken without 
our previous agreement. 

740.0011 Pacific War/35381 

Memorandum of Conversation, by the Assistant Secretary of State 
(Berle) 

[Wasuineton,] October 21, 1943. 

M. Hoppenot came in to see me at his request. He handed me the 
attached memorandum,’ which states that the French National Com- 
mittee understands that Chinese operations will presently open against 
the Japanese within the frontiers of Indochina. This gave great con- 
cern to the Committee of National Liberation. If Chinese troops 
attacked there, plainly there would not be any support from the 
French, since the Chinese had always claimed interest there, and it 
was not unlikely that the French troops would defend against a 
Chinese attack. 

I asked whether this matter had already been brought to the atten- 
tion of the Chiefs of Staff. M. Hoppenot said it had, through General 

* Supra.
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Bethouart. I thanked him for the information and said that the 
matter presented was primarily for military consideration. 

A{potr] A. B[zrte], JR. 

Nore: But it is not only for military consideration. This brings us 
squarely up to the problem of whether, in the Far East, we are re- 
establishing the western colonial empires or whether we are letting 
the East liberate itself if it can do so. I feel that the matter should 
be discussed on a high level with the President for his decision. I 
do not know that we need to settle matters with the French Commit- 
tee in Algiers. If the Chinese can do anything against the Japanese 
in French Indochina to the general advantage of the war, I have 
difficulty in seeing why we should stop them. 

Afvotr] A. B[erie], Jr. 

740.0011 Pacific War/3531 

Memorandum by the Assistant Secretary of State (Berle) to the 
Under Secretary of State (Stettinius) 

[WasHineron,] October 22, 1943. 

Mr. Srerrinivus: In connection with the application of the French 

Committee of National Liberation for membership on the Pacific War 

Council, it is of interest that the representative of the Committee 

yesterday presented us with a request that we do not permit the 

Chinese to take part in operations against the Japanese troops which 

are presently occupying Indo-China. The Committee observed that 

if British and American troops accomplished the reconquest this 
would be quite all right; but the French, and particularly those in 

Indo-China, considered the Chinese as their hereditary enemies 

(erbfeinde) ; if they took part in the liberation of Indo-China, prob- 
ably they would claim new territory. 

The French would push this view in the Pacific War Council. This 

would probably be supported by the British and the Dutch. This 

would present us, for all practical purposes, with the task of recon- 

quering Indo-China almost single-handed (since the British interest 

stops with Burma) for the sole purpose of returning Indo-China to 

France. France is unlikely to be able to maintain herself in control 

of, or protect, that province for a good while; so that we should have 

the added job of policing and protecting it against the Chinese as well 

as the Japanese in the interest of the French Colonial Empire. 

It strikes me that this fact should be called to the attention of the 

President and also of the Joint Chiefs of Staff* I think we should 

‘On October 29 Mr. Stettinius replied to Mr. Berle: “I agree with you that the 
matter of French representation on the Pacific War Council and also their



PROPOSED CAMPAIGN IN INDOCHINA 885 

answer the French Committee that their representation will receive 
consideration, but that military factors must predominate in the 
decision. 

Frankly, I doubt if we could defend before the Congress a very 
considerable expenditure of American lives for the sole purpose of 
keeping Indo-China in French, as against Chinese or Indo-Chinese, 
hands. ... 

| A[potr] A. B[ ERLE], Jr. 

740.0011 Pacific War/3531 

Memorandum by the Assistant Chief of the Division of Far Eastern 
Affairs (Vincent) to the Assistant Secretary of State (Berle)*® 

[Wasutnaton,] November 2, 1943. 

Mr, Brerte: We have read with keen interest your memorandum of 
conversation with Mr. Hoppenot and his atde-mémoire, and concur in 
the opinion expressed in your note. 

There is at the bottom of page 1 of the atde-mémoire the following 
statement which we feel should not pass without comment: “Pour 
l’Annamite, les Chinois, qui ont si frequemment dans le passé envahi 
et ravagé leurs régions frontiéres, représentent l’ennemi héreditaire.” 
This statement is grossly misleading, if not actually false. In 1879 
the Annamites sought military aid from China to drive out the French. 
It was China’s weakness, not Annamite dislike or fear of China, that 
permitted the French to remain. Recurrent waves of Annamite na- 
tionalism have looked to Chinese nationalism for inspiration and guid- 
ance, particularly since 1920. ‘Today there is understood to be in 
southern China a group of Annamites which advocates independence 
for Indochina and seeks Chinese support. It is our belief that the 
Annamites, by and large, have for the Chinese a feeling of friendliness 
and cultural affinity. 

The Chinese Government’s attitude regarding the post-war status 
of Indochina has been cautious. Officials of the Government have 

disclaimed territorial ambitions but they have at times intimated that 
China would desire an arrangement which assured access to the sea 
from Yunnan Province through Tonkin to Haiphong. Independence 
for Indochina is included in the Chinese Government’s general ad- 
vocacy of self-government for eastern peoples. 

request that the Chinese be asked not to conduct military operations within 
atom should be referred both to the President and to the Joint Chiefs 

s Initialed by the Chief of the Division of Far Eastern Affairs (Ballantine).
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The post-war status of French Indochina is a matter of speculation : 

return to France; international control; and even British control. It 

is our belief that the Annamites are fundamentally capable of self- 

government and that it should be the objective of any post-war ad- 

ministration to train Annamites to resume the responsibilities of self- 

government. This objective might be achieved by a continuation of 

French administration for a definitely limited period or by interna- 
tional administration. There would seem to be no reasonable basis for 
British administration. In any event, the Chinese Government should 

be consulted and its views given full consideration in regard to plans 

for the future of Indochina. 

740.0011 Pacific War/3531 

Memorandum by the Acting Secretary of State to President Roosevelt 

Wasuineton, November 8, 19438. 

M. Henri Hoppenot, the Delegate of the French Committee of 
National Liberation, has left with the State Department a communi- 

cation, a copy of which in translation is attached hereto,’ giving the 
reasons why, in the opinion of the Committee, it would be a mistake to 
entrust to Chinese troops the launching of military operations against 

Indo-China. The main reason advanced is that the Chinese are the 
hereditary enemies of the Annamites and that an attack by the 
Chinese would therefore be resisted by the local population as well as 
by French troops. It is our belief that this presentation of the case 
involves allegations not in accord with the facts, and that the Annam- 
ites, by and large, have for the Chinese a feeling of friendliness and 

cultural affinity. 
The problem to which these representations relates seems primarily 

to be a military problem for the Joint Chiefs of Staff. We under- 
stand that it has already been brought to the attention of that body 
by General Bethouart, Chief of the French Military Mission. 

Epwarp R. Srerrinivs, JR. 

740.0011 Pacific War/3567 

Memorandum by President Roosevelt to the Acting Secretary of State 

Wasuineton, November 9, 19438. 

In regard to the use of Chinese troops against Annam, I agree with 

the State Department that the French presentation of the case is not 

sufficiently valid to take any action. 

7 Ante, p. 882.
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The whole matter should be left to the discretion of the Joint Chiefs 
of Staff and to the Commanding Officers in the area. This is essentially 
a military problem. 

F [RANKIN] D. R[oosevetr] 

740.0011 Pacific War/3630 

The Delegate of the French Committee of National Liberation 
(Hoppenot) to the Assistant Secretary of State (Berle) 

[Translation] 

No. 759 WasHINeToN, December 13, 1943. 
Dear Mr. Bente: I have already had occasion to speak to you of 

the interest which the French Committee of National Liberation 
would attach to being associated in the inter-Allied deliberations con- 
cerning the conduct of the war in the Far East, particularly when it 
is a matter of operations which may involve Indochina. I refer par- 
ticularly to the aide-mémoire which I transmitted to you on this sub- 
ject October 21, and which contemplated on the one hand the entrance 
of a representative of the Committee into the Pacific Council, and on 
the other hand the apprehensions caused at Algiers by a proposed 
Chinese offensive against the frontier of Indochina. 

M. Massigli has just requested me to recall this question again to 
your high attention. 

The cooperation of the French staff with the Allied staffs in the 
Far East has as a matter of fact entered into a new phase following 
the sending to Delhi, with the accord of the British War Office, of 
a French military mission commanded by General Blaizot. This new 
fact seems to make it more desirable that a parallel collaboration 
should be established at Washington, by the association of a French 
representative in the deliberations of the Pacific Council of which 
delegates of all the Powers participating in the war effort against 
Japan are members. 
We have learned, moreover, that the proposed Chinese operations 

on the frontier of Indochina have not been abandoned and that irreg- 
_ ular Chinese troops, staffed by American officers, are said to be trained 

at the present time for this purpose near the said frontier. The Chi- 
nese elements in question are precisely the ones whose incursions and 
pillaging have frequently created, in the course of recent decades, a 
state of insecurity and trouble in that region, and their reappearance 
on Indochinese territory, even with the corrective of a staff of Ameri- 
can officers, would aggravate further the repercussions of any Chinese 
action on those frontiers. Knowing personally the mentality both 
of the French of Indochina and of the native populations of the Union,
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I am convinced that nothing could more seriously hinder their coop- 

eration with the Allies than for the liberation of Indochina to appear 

to be entrusted, even provisionally, to Chinese formations which, in 

the present; case, would appear to them not only as the advance guard 

of the hereditary enemy of Annam and Tonkin, but as the direct 

descendants of the bands of pirates and Jolly Rogers who have so 

long caused the threat of their exactions to weigh upon those regions. 

Just as American or English troops would be welcomed as allies and 

liberators, so we run the risk of seeing French and natives react 

strongly against the use of these Chinese elements. I do not believe 

that a more serious political and psychological fault could be com- 

mitted and I take the liberty to beg you to call this point again to the 

very serious attention of the competent authorities.’ 

Please accept [etc. | Henri Horrenor 

®On January 5, 1944, Mr. Berle wrote M. Hoppenot that the contents of his 

letter had been transmitted to appropriate authorities of the Government.



TAKING OVER BY CHINESE GOVERNMENT OF YUNNAN 
SECTION OF FRENCH INDOCHINA-YUNNAN RAILWAY; 
EXPRESSION OF INTEREST BY THE UNITED STATES 
ON BEHALF OF THE FRENCH 

893.77/3360 : Telegram 

The Secretary of State to the Chargé in China (Atcheson) 

WASHINGTON, September 2, 1943—8 p. m. 

1230. General Bethouart, of the French Committee of National 
Liberation, called at the Department and requested that the Depart- 
ment, through its Embassy at Chungking, exert its influence in sup- 
port of the effort being made by the representative of the French 
Committee at Chungking to obtain from the Chinese Government 
clarification of that Government’s intentions with respect to the 
Yunnan section of the French Indochina—Yunnan Railway over which 
Chinese authorities have recently assumed control. The Committee 
is desirous of obtaining from the Chinese some indication or admission 
that Chinese assumption of control over the Railway is a temporary 
emergency measure related to prosecution of the war, that French 
interests in the Railway will be respected and protected, and that the 
post-war status of the Railway will be subject of discussion between 
the Chinese Government and the Government of France to be 
established. | 

The Department suggests that you consult with the head of the 
French Committee in Chungking to ascertain the character of the 
Chinese Government’s response to any approach he may have made; 
and that, if the response of the Chinese Government was not of a 
nature so flatly negative as to preclude any apparent usefulness in 
pursuing the matter, you choose a suitable opportunity, preferably 
incidental to the discussion of other matters, to inquire of the Foreign 
Office in regard to the French Indochina~Yunnan Railway. You 
should limit yourself to an expression of interest and not make any 
direct request for clarification in support of the French approach. 
It is hoped that your expression of interest may in some measure result 
in exerting the influence which the French desire in support of their 
approach. 

| Huw 
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751.93/97 : Telegram 

The Chargé in China (Atcheson) to the Secretary of State 

CHUNGKING, September 22, 1943—10 a. m. 
[Received 10:29 p. m.] 

1777. Sino-French relations. 1. Opportunity arose September 21 

in conversation with the Acting Foreign Minister’ for me to carry 

out the Department’s instructions contained in Department’s 12380, 

September 2. Dr. Wu gave a lengthy exposition along the lines of our 

1613, September 1,? except that he indicated that the Chinese Govern- 

ment definitely desires that Coiffard* be replaced. He said that the 

Chinese Government had a whole-hearted desire to maintain the most 

friendly relations and to collaborate with the French National Com- 

mittee and that confidentially the Chinese Government was selecting a 

French and English speaking Chinese of prestige to be stationed in 

Algiers. He said that in taking over administration of the railway 

the Chinese Government had been motivated upon the breaking of 

relations with Vichy by considerations relating to Indochina, the atti- 

tude to which in AOF [apparent garble] whose governor (Decoux) 

was in doubt; that the Chinese action was of course a temporary war 

time measure; and that no question had been raised as to ownership of 

the railway. He said that the seizure of the hospital was a bad mistake 

and that the Central Government had issued strict orders for its return 

to the French and also for full protection of French nationals and 

rights. He said that the Chinese authorities liked Peckhoff, head of 

military delegation, and Laurin, deputy chief of the civil delegation, 

and the Foreign Office was continuing to discuss matters with them. 

Our conversation was on a quite personal and private basis and 

accordingly in response to an indirect inquiry whether the Depart- 

ment had taken cognizance of the situation, I said that we had received 

some inquiry from Washington, and that as indicated in statements 

in connection with the limited recognition of the French Committee 

our Government was of course interested in the same friend in that 

it had an interest in all of its Allies and friends and was especially 

interested in the maintaining and increasing of unity and friendship 

among the United Nations and the Allies for the prosecution of the 

war which was the principal task of all. Dr. Wu repeated his assur- 

ances several times and I told him that when the Chinese representa- 

tive to Algiers was appointed we would be glad to inform our people 

there in regard to him in the hope of facilitating the establishment of 

1K.C. Wu, Chinese Vice Minister for Foreign Affairs. 

*7Not printed. 
* Jacques Coiffard, Chief of (Free) French Civil Delegation at Chungking.
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the cordial and hopeful relations which customarily exists between 
the representatives of our two countries. 

The British Ambassador‘ informs me that under instruction he 
recently made inquiries in regard to Sino-French relations but that 
Dr. Wu had not made to him any clear statement that the Chinese 
action in regard to the railway was a temporary war time measure and 
he felt that the situation [apparent omission ].5 | 

[ ATCHESON | 

893.77 /3362 : Telegram 

The Ambassador in China (Gauss) to the Secretary of State 

CHUNGEING, October 5, 1943—1 p. m. 
_ [Received October 6—12:13 p. m.] 

1865. Embassy’s 1802, September 25° and 1777, September 22. 
According to the newly appointed Chinese director of the Yunnan 
railway, all the former French officials and employees (numbering 35) 
have been removed but American employees, many of whom are loco- 
motive engineers, et cetera, are being retained. He states that some 
of the French wish to proceed to North Africa and some to Indochina 
but that while Chinese Government is agreeable to their going to 
Africa it will not permit any to go to the latter place. As regards 
the future he states that he “supposes” the Chinese “will have to pay 
something” to the French for the railway “sometime”. 

He states that actual control of the Kunming Consular Hospital 
had not been returned to the French up to September 24, when he 
hinself left Kunming. 

| Gauss 

893.77/3363 : Telegram 

Lhe Secretary of State to the Ambassador in China (Gauss) 

Wasuineton, October 11, 1943—6 p. m. 
1461. Reference Chinese operation of French Indochina~Yunnan 

railway (Department’s 1230 and Embassy’s 1777 and 1865). French 
Committee here has again informally approached Department. It 
appears that French employees of the railway have been given notice 

* Sir Horace James Seymour. 
*In telegram No. 1802, September 235, 1 p. m., the Ambassador in China reported 

that the British Ambassador had explained “that he had not received from Dr. 
Wu any clear statement as to the future”. (751.93/98) 
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by the Chinese to vacate railway residences by October 31. In your 
discretion, you may mention this situation casually to the Foreign 
Office and express an interest in equitable treatment being accorded 
the French. 

Ho. 

751.93/104 ; Telegram 

The Ambassador in China (Gauss) to the Secretary of State 

[Extract] 

Cuunexina, October 19, 1943—3 p. m. 
[Received October 19—12: 13 p. m.] 

1980. (1). Reference Department’s 1461, October 11. The Coun- 
selor of the Embassy ° called on Vice Foreign Minister Hoo on Oc- 
tober 18 on another matter and during conversation inquired as to 
Sino-French relations, mentioned report in question and expressed | 
interest as requested. Hoo stated that time for evacuations of premises 
is being extended one month to enable French employees to make ar- 
rangements for travel to North Africa. 

GAUSS 

° George Atcheson, Jr.



EXCHANGE OF VIEWS BETWEEN THE UNITED STATES 
AND CHINA REGARDING THE FUTURE STATUS OF 
KOREA AND THE QUESTION OF RECOGNIZING A PRO- 
VISIONAL KOREAN GOVERNMENT 

[For a note regarding correspondence on this subject in 1942, see 
Foreign Relations, 1942, China, page 762. In April and May, 1948 the 
question of recognizing a Korean Provisional Government was dis- 
cussed by the Chinese Ambassador at the Department of State. He 
was informed that the Department envisaged an independent Korea 
after the war but that the matter of recognition had better rest in abey- 
ance for the time being. The Ambassador said the Chinese view also 
favored letting the matter rest. In a despatch from Chungking on 
August 20, the Chargé reported a conversation with General Wang 
Peng-sheng, adviser to Generalissimo Chiang Kai-shek, in which the 
latter stated that the question of recognizing a Korean Provisional 
Government was merely one aspect of a much greater problem a‘fecting 
the future not only of Korea but also areas in southeastern Asia oc- 
cupied by the Japanese. He urged the calling of a conference of the 
interested United Nations to formulate policy in this regard. 

The correspondence referred to above is not printed in this vol- 
ume but is reserved for publication with other papers regarding Korea 
in the regular annual volumes for 1943. Discussions regarding Korea 
at the First Cairo Conference are scheduled for publication in a 
subsequent volume of Foreign Relations. ] 
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fications of declaration trans- Detail of four Foreign Service officers 

mitted to China, 109-110, 819- to Stilwell Mission, 60-61, 68, 
821, 823, 827-828, 829-831; ex- 91-92, 107-108 
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ence in Canada, 844; publication of upon: Nationalist attitude, 240- 
article critical of China, and Chi- 241; Soviet press attitude regard- 
nese ban on despatches for, 79, 80- ing Chinese Communists since 
84 passim; visit to China of repre- dissolution, 255, 282-283 
sentatives of organization, 82, 309, eS ee of tensions, 296, 302, 305, 

821 
Iran, Chinese efforts to establish supply | National Government’s censorship of 

route via, 105. 491. 590-613 press despatch concerning, 290 
, , ? N ational po overnment s denials of in- 

: ent to use force, 314, 361, 363-364 J api A: ve also Occupied areas of Pr opagan da “campaigns ‘ f ‘Commu. 

: : stesqs nists an ationalists, , , 
Attac. 1B BO Bl Union, possibility 338-339, 848, 352, 378-379, 896— 
Cabinet changes, significance of, 50-51 g 397 : 
Economie warfare in China, smug- oviet concern over situation, 283- 

gling and currency operations st aoe 306-308, oie t 
between free and occupied China, ate epartm ent: Denial o r eport 
45-46, 85-86, 417-418, 433-437, that Chinese Foreign Minister 

440-442, 452, 647, 659 had been asked about situation, 

Military operations in China, 39, 56, 291, 293, 306; interest in situa- 
57, 59, 65, 67-68, 69, 74-75, 102, tion, 334, 350-3851; policy regard- 

; 158-159, 168 ing discussion of Kuomintang- 

“Peace” feelers, 51, 86-87, 89, 167, Communist difficulties, 322 
252-2538, 308, 441 Kuomintang (see also Chinese Govern- 

Postwar status, 877-878 ment) : 
Tibet, activities in, 634, 639 Central Executive Committee: 
Withdrawal of troops from North Conversation between Secretary 

China, 188-1389 General and American Chargé, 
334-3835 

Kansu, disturbances in, 232, 233, 238- Meeting of standing committee, 

240, 241, 269-270, 316-317 May 29, to insert provision in 
Korea, exchange of views between organic law pertaining to Presi- 

United States and China regarding dency, 243-244 

future status of Korea and recog- Plenary session, Nov. 1942, adop- 

nition of Provisional Korean Gov- tion of resolution on _ fiscal 

ernment, 135, 843, 845, 898 policy, 210-211
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Kuomintang—Continued Lend-Lease program for China—Con. 

Central Executive Committee—Con. Statements by prominent Americans 

Plenary session, Sept. 1943: Ad- with respect to aid to China, 

dress of Chiang Kai-shek at 494-497, 501 

opening session, 327, 331-3382 ; Liberated areas, administration of, 

adoption of revised articles of 836-840 

organic law pertaining to Presi- Chinese proposal of understanding 

dency, 333, 3386-337; anti-Com- on liberated areas in Far Hast, 

munist atmosphere, 333, 340; 838-839 

election of Chiang Kai-shek as| Lord Mountbatten’s conversations 

President, Sept. 13, 336, 339; with Chiang Kai-shek, 839-840 
instructions of Chiang Kai-shek| U. S8.-British statement on liberated 

to delegates regarding Commu- areas, communication of proposed 

nist problems, 337-338, 351; text to China, 836-838; Chinese 

manifesto issued Sept. 13, 117, comments, 8387, 838 
122, 339-340; program, 321,|Li Chi-shen, Marshal. See Chinese 

327-328; resolution regarding Government: Activities of Marshal 

Communist issue, 351, 359-360 ; Li Chi-shen. 
resolution regarding future es-| Lin Piao. See Kuomintang-Communist 

tablishment of constitutional relations: Communist representa- 
government, 148, 149, 335-336, tives at Chungking. 
338 resolutions regarding in-]| Lin Sen, illness and death of, 243, 299- 

dustrial reconstruction ang for- 300 
/ see investments, 9, 870- | Loans and credits to China : 

871, 875-876 Chinese request for billion-dollar 
Chinesé intellectuals’ reaction to cen- loan, 179-180, 181-182, 455, 476- 

sorship and cultural control of, 490, 570, 578, 588 
252 Domestic bond issue. See under U. 8. 

Committee for establishment of con- credit of $500,000,000, infra. 
stitutional government: An-| Stabilization agreement with United 

nouncement of organic law for, States (1941), expiration of, 457- 
and membership of, 367-370; in- 476 passim 
auguration of, 386 U. §S.-Chinese discussions regard- 

Illustrations of antipathy to Soviet ing, 457-464, 472-474 
Union and Chinese Communists, Views of U. S. officials, 468-472 
315-316 Stabilization Board: British interest 

Suppression of opposition, example of, in status of, 474-475; Chinese at- 
266-268 titude toward, 550-551; deterio- 

Wall slogans for propaganda pur- ration of activities, 171, 468; 

poses, 297—299 investment of funds, 408, 409- 

Kwangtung, famine conditions in, 300- 410; liquidation of, 465, 473, 475- 

301, 421-422 476: resignation of Chairman, 
Kweichow, disturbances in, 232, 233, 467 ; resignation of U. S. member, 

241 464, 465, 466-467, 473 

Labor camps in China, 391-893 U. 8. creat. of Toon t o China, 

La Guardia, Fiorello, 791-795 uti ization ob sun Sore ‘ 
Lattimore, Owen, 307 Domestic bond and certificate issue 

Lend-Lease program for China (see also backed by U. S. dollars: Dis- 

Reverse lend-lease discussions and tribution of, 401-402, 409, 442, 
Supply routes to China), 491-514 444, 446, 550; status of certifi- 

Air freight service, 500-501, 501-502 cates under U. S. controls, 401- 

British proposal of joint organization 408, 404-405, 409, 410-413, 417, 
at Chungking to screen Chinese 433; stoppage of sales, Aug. 3, 

requirements, 503-504; U. &. 442 

views, 506-508, 512, 514 Effect upon Chinese economy, 171 
Radio transmitting equipment, U. S. Gold purchases by China from 

Fa tOR doo. on Chinese request United States, 171, 371-872 
or, , 

3 9 ’ 

Reconsideration of program, views 499-424, 425-427, 428-433, 434, 

and recommendations regarding 437, 489, 442-444, 447-448, 449- 

491-492, 500-501, 505-506, 508- 450, 453-454, 456, 460-461, 462- 
511, 513-514» 463 

Silver for coinage purposes, U. 8. at- Withdrawals requested by China, 
titude regarding Chinese request 407-408, 410 
for, 492-494 Lodge, Senator, speech of Sept. 30, 151
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Manchuria, postwar status of, 16, 219-| Moscow Conference. See wnder Con- 
220, 375-376, 842, 844, 845-846 ferences. 

Mao Tse-tung, 202, 208-205 Mountbatten, Vice Adm. Lord Louis: 
Map designations given by American Appointment as Supreme Allied 

map makers to outlying Chinese Commander, Southeast Asia, 108; 
provinces! Chinese representations visit to China, and conversations 
an . S. attitude, 765-768 with Chiang Kai-shek, 116, 153, 154 

Maritime customs. See Chinese Mari- 155, 889-840 
__ time Customs. Mow, Maj. Gen. P. T., 271-272 

Military assistance to China by— Munitions Assignments Board, action 
Canada, munitions agreement can- with respect to Chinese request for 

cellation, 93, 95-96, 110-111 transport planes, 664-686 passim 
Soviet Union, training of airplane re- 

pair crews at Chengtu, 102 Nanking puppet regime. See Occupied 
United Kingdom, air mission at areas of China. 

_Chengtu, 10-11, 33, 40-41 National Government of China. See 
United States (see also Lend-Lease Chinese Government 

program ; Stilwell; Supply routes Ninghsia, disturbances in 232 
to China): , , 

Air forces: Construction of air : wee 
fields in China and difficulties | OCrUDied areas of China «nan in. 42 
encountered, 116, 161-162; cre- PP 28, 48, 49 rt 7 oF eapan in, *e~ 
ation and use of 14th Air Force array . : 
under Gen. Chennault, 1, 38, Declaration of war by Nanking regime 
36, 38, 41-42, 169, 502: use of on United Kingdom and United 
Chinese Air Corps _ pilots States, 1, 2-3 

’ trained in United States, 41-42 E}xodus of Chinese students from Pei- 
44-45, 49-50 ping, 228-230, 238 

Anti-Chinese feeling among U. S. Pact of alliance between Japan and 

forces in China, 120-121 Nanking regime (Oct. 30), 157— 
Chinese resentment at lack of aid, 158 

2-3, 4-5, 9, 31-32 Puppet troops: Use by Japan, 7, 37, 
U.S. Army Services of Supply, cor- 39, 48-49, 51, 68, 74-75, 78, 108- 

rupt practices and profiteering 109, 274; U.S. interest in, 69 
187 tae in dealings with, Smuggling and currency operations 

, _ with free China, 45-46, 85-86, 
Views and recommendations of 300-301, 417-418, 433-437, 440- 

C S officials, 4-10, 38, 43-44, 442, 452, 647, 659 
eyee . . ; Understanding between Nationalist 

Military forees in China ( U. S.), main- leaders and Nanking regime for 
tenance of. See Financial situa- joint opposition to Chinese Com- 
tion in China: Exchange rates: munists, 270, 370 
Su aidies ; Reverse lend-lease dis-| visit of Japanese Prime Minister to 

eye * , Nanking and Shanghai, and sig- Military service agreement between , oh United States and China, negotia- OF ote tone ay BO 40. oe Bae 
tions and exchange of notes, May 216 CSEIODE, Oly Bly AN, DE -OO, 

, 691-700 . . ° ° 
Military situation in China: British re- | OMce of Strategic Services, special mis- 

ae | — sion to Gen. Stilwell via Tibet. port on deterioration of, 70-72: re- See Tibet: Special missi views of, 5-6, 39-40, 50-51, 67-68, Ce eee eee msson. 
111-112, 118-115, 125-126, 128-199, Outer Mongolia, 219, 220, 307, 311, 389 

58-160, 169, 370, 376-877; U. S. . . efforts to overcome Ontanes pathy. Pacific War Council, French application 
115-119, 121-125, 130-182, 139-145, for membership in, 882, 884, 887 
152-153, 169-176 “Peace” feelers, Japanese, 51, 86-87, 89, 

Missionary and relief organizations in 167, 252-253, 303, 441 
China, arrangements for special ex- Peffer, Nathaniel, publication of article 

change rates. See Financial situa- on China, 182-183 
tion in China: Exchange rates: | Peoples Political Council (Third). See 

Subsidies. under Chinese Government. 
Molotov, V. M. (see also Conferences: | Peoples Political Science Group, 252- 

Moscow Conference), 389 2538, 337 

Monetary stabilization plans, intcrna-} Polish Government-in-exile at London: 
tional, 848-849, 850-851, 852 Chinese attitude toward, 51-52; 

Monopolies of Chinese Government, 424— propaganda spread in China by 
425, 488-439, 448-449 Polish Ambassador, 349-350
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Political situation in China. See Chi- | Quebec Conference. See under Confer- 

nese Government and subject head- ences. 

ings. . ways . . 
i f British Empire, 878-| Radio transmitting equipment: Chi- 

ene vse by China, § nese request for, and U, 8 views nning by China, 841-881 4 ; ; Tibetan request for, 
oot oinvment of Gen. Hsiung Shih-hui and U. 8. views, 624-626, 629 

as head of National Planning | Reverse lend-lease discussions, 406-484 
Board, 62-68, 127-128 passim, 515-589 passim 

Article advocating agriculture as British interest in, 523-524, 540-541 
basis for reconstruction, 866 Chinese attitude, 406, 478, 4838, 525- 

Chiang Kai-shek’s attitude, 872 526, 5384, 546, 555, 561-562, 565, 
Cooperation with international mone- 568, 570-571, 581 

tary stabilization plans, 848-849,; Draft exchange of notes proposed by 
850-851, 852 United States: Comments on 

Five-year plan for industrial recon- provisions, 528-582, 585; presen- 
struction, 853, 854, 855-856, 857 tation to China, 538, 537-538, 

Meetings and activities of planning 541-543, 547; text, 538-540; wil- 

groups and organizations, 851- lingness of China to sign, 583, 
859 passim, 862-863, 880-881 - 080-586, 587-588 

Northwest development: Investiga-| Objections and stipulations of Gen. 
tion groups, 861, 869-870; stra- Stilwell, 515, 521, 522-523, 524- 
tegic implications, 876; ten-year 525, 580, 553, 566-567 
plan, 854 . Supplementary currency arrange- 

Resolutions of Central Executive ments proposed by War Depart- 
Committee regarding foreign ment, 567-568, 572-573, 575-576, 
capital and industrial recon- 580-581, 589; draft text, 576-577 - | 
struction, 864-869, 870-871, 875-| Views and recommendations of U. &. 
876 Officials, 469, 470-471, 515-523, 

Scheme for purchase of used ma- 524-528, 552-554, 555-561, 563- 
chinery from United States, 565, 581-582 

863-864 Roosevelt, Franklin D. (see also Con- 
Special branch of Government for ferences) : Address to White House 

planning, possibility of, 872 correspondents, Feb. 12, 664: an- 
U.A. aid and interest, 249, 841-842, nual message to Congress, Jan. 7, 
- gia oe os 852-853, 864, 873- 497; joint press conference with 

Views of Chinese officials and private sage ri ene g Katahek, aly 7 on 
individuals regarding postwar anniversary of Japanese attack, 

i status 0340 843. 845 69 ; message of condolence to Hone a ¢ S14 a4 5 Chiang Kai-shek upon death of 

Indochina, French, 135, 885-886 c resident il n Sen, 299 ; message of 
Japan, 877-878 congratulations to Chiang Kai-shek 
K pe 135. 843. 845, 898 upon assumption of duties as Presi- 

Manchurin, 848, 844, 845-846 dent, 119,/124 130-181, 181-132, anchuria, Of) ou 349; statement, Mar. 12, in support Outer Mongolia, 219, 220, 311 t ‘Chi . 5 
Ryukyu Islands, 843 0 iang Kai-shek’s broadcast 
Thailand, 842 message to peoples and armed forces 

Propaganda campaigns of Communists of Thailand, 23-24, 36-37; views | 
and Nationalists, 255, 256, 338-339, regarding proposed Chinese mili- 
348, 352, 378-379, 396-397 tary intervention in French Indo- 

Protection of American lives and prop- china, 886-887 
erty in China, U. S. representations | Russell, Senator, 151 
regarding— Ryukyu Islands, postwar status of, 843 

Bandit attack upon mencan mis San Min Chu I Youth Corps, activities 
sionaries, (i (— 9 A of, 216-217, 225-228 

Bandit attack upon U. 8. Army con- Seamen in American ports. See Chinese 
voy in Yunnan, 720-726 seamen. 

Occupation of American property, | Secret societies in China, influence and 
716-717 power of, 221-222 

Restrictions on travel of Americans, Shensi: Centralization of power in 

717 hands of military commander, 366— 
Puppet troops. See wnder Occupied 367; conditions in, 270; Soviet mili- 

areas of China. tary advisers in, 342-343
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Silver for coinage purposes, U. S. views | Soviet Union—Continued 

regarding Chinese request for, 492-| Relations with Sinkiang. See Sin- 
9 aon kiang. 
inkiang: Stabilizati 
Adherence of Chairman of Province ; von agreement of 1941. 8 ce 

to National Government, 191, 193 under Loans and credits to China. 
990. 310, 346 , >"? | Stabilization Board. See under Loans 

Allegiance of five Sinkiang-Soviet bor- and credits to China. 
der consulates to National Gov- Stalin, I. V. See Conferences: Tehran 

ernment, 254, 268, 275, 276 Conference. 
Chinese efforts to establish supply | Stettinius, Edward R., Jr., statement 

route to China via, 105, 491, 590— regarding aid to China, Jan. 25, 497 
613 ; vpawell, Gen. Joseph W. : 

Movement of Nationalist troops into, | ¥ Concern regarding military situation 

R few #8 ‘o-Soviet relations by in China, 115-117, 130-181 eview of Sino- —]|  peportati . . ; 

Chinese Special Delegate for B m on to " apser Ang Chinese sea 
Foreign Affairs at Tihwa, 388- 0 india tor conscription 
390 into Chinese armed forces, atti- 

U. §. Consul at Tihwa, 394 __ tude regarding, 810-811, 812 

of, 191, 223, 232; withdrawal of, 25-29, 185-136 
249-251, 274, 278, 346, 351, 363 Intelligence reports furnished by 

Soviet economic concessions: Axis American Embassy to, 73-74 
report of abolition by National; Objections and stipulations regard- 
Government of secret agreements ing reverse lend-lease, 515, 521, 

regarding, 213-214, 217; informa- 522-523, 524-525, 580, 553, 556- 

tion regarding concessions, 218, 557 
222-223; removal of equipmen . eas . 

by Soviet Union, and sale of in- en aes 80 military effort in 
stallations, 312-3138, 320, 351, 363, Pr > aa . 
379-380 roposal for training and equipping 

Treatment of political prisoners and 600,000 Chinese troops, 62 
Russian émigrés, 809, 347, 395 Radio equipment for China, attitude 

U. §. Consulate at Tihwa, opening of, toward, 498-499 
218, 218, 220, 729 Relations with Gen. Chennault, 131 

Smuggling and currency operations be- Request for detail of Foreign Service 
tween free and occupied China, 45- officers to mission, 60-61, 68, 91- 

46, 85-86, 300-301, 417-418, 433- 92, 107-108 

437, 440-442, 452, 647, 659 Special mission (OSS) to Gen. Stil- 

Soderbom, Gustav, 315, 325-326 well via Tibet. See under Tibet 

Somervell, Gen. Brehon, 154, 162, 567, . under 2 1bet. 

570, 572-573 Statement regarding aid to China 

Soong, T. V., 11-12, 84, 183-137, 215-216, (1942), 494 

291, 298, 306, 387-388, 626-627, 845-| Supply route to China via Burma 
846 Road, attitude regarding, 492, 

Southeast Asia theatre, 188-189 593-594. 

Soviet Union (see also Chinese Commu-| Strategic materials from China, U. S. 
nists; Moscow Conference oat arrangements to obtain, 645-660 
oncon) : Conference under Confer-) ji» ferry service: Schedules and 

nces) : arer | : 

Aims in the Far East, 317-320 priorities, 645-650, 652, 606; 
Relations with China: Suifu-Assam route, 643, 659-660 

Advisers in Hunan and Shensi, 102,} Internal transport priorities and 
342-348, 374 problems, 648, 649, 650, 653-654 

Aid to China, 250, 271 Production and transport costs, in- 

Arrangements to purchase wool creases in, 651, 652-653, 654, 655, 
from China, 271 272 | C 656-658 

Concern over Kuomintang-Com-} Smuggling of strategic materials b munist relations, 283-284, 806 Sepan, 647, 659 y 
308, 314-315 : de . 

Release of Chinese imprisoned in Senco a Be Chinese students in 
Siberia, 254, 268, 275, 277 nite ates. ; 

Supply routes to China via. See Supply routes to China for delivery of 

Supply routes : Chinese efforts, lend-lease materials: 

ete. Burma Road, 31-32, 105, 145, 491-492
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Supply routes to China, ete.—Con. Tibet—Continued 

Chinese efforts, with U. S. informal Special mission (OSS) to Gen. Stil- 

support, to establish routes via— well via Tibet : 

India, Afghanistan, and Soviet Receipt of permission to proceed to 

Union, U. 8S. arrangements for China, and texts of letters 

route survey, 614-619; objec- from Regent and Dalai Lama 

tions of British and Soviet to President Roosevelt, 622- 

Governments, 616-617, 618 623 

Iran, Soviet Union, and Sinkiang, Reports of mission’s pro-Tibetan 

590-613 attitude, 636-637 

Publicity regarding, 605, 606-607 Transmittal of Tibetan request for 

Road maintenance, British pro- radio transmitting equipment, 

posal regarding, 105, 608; 624, 626; State Department 

U. S. views, 609-612 views, 624-625, 629 

Transit negotiations of British; Status: British attitude, 84, 634-636, 
and Chinese Governments 637-638, 640, 643; Chinese claims 
with Soviet Union, 590, 591, regarding suzerainty, 84, 1384—135, 
596, 597, 600-602, 612-613 621, 625, 626-628, 631, 632, 634, 

Truck allocations for route, solic- 635, 642; India’s attitude, 628; 
itations of British, Chinese, Tibetan claims regarding inde- 
and Soviet Governments, and pendence, 627, 685; U. S. attitude, 
U. S. views regarding, 590- 630, 637 
606 passim Supply route to China via ‘Tibet, 

Tibet, progress of negotiations, 620- progress of discussions, 620-621, 
621, 627, 628, 629-630, 631, 635 627, 628, 629-630, 631, 685 

Szechuan, disturbances in, 233, 236-237, | Tin, U. S. arrangements to obtain from 
241, 249, 344-345 China. See Strategic materials. 

Tolstoy, Capt. lia, member of special 

Tai Li, relief as head of Chinese secret mission (OSS) to Gen. Stilwell via 
political and military police, 112- Tibet. See Tibet: Special mission. 
113 Treaties, conventions, ete. (see also 

Technical assistance to China (cultural under Chinese Government) : 
relations program of State Depart-| Atlantic Charter (1941), 164 
ment), 732-764 Four-power declaration on general 

Aid to Chinese Christian colleges, security (Oct. 30). See under 

158-754 Conferences : Moscow Conference. 
_-Plans for training Chinese student; Japanese-Nanking regime alliance 

technicians in United States, 737— (Oct. 80), 157-158 

740, 743-746, 747-751, 756-753, | Tung oil, U. 8. arrangements to obtain 
364 from China. See Strategic mate- 

Je S. technical and cultural experts in rials. 
[ China, 295, 732-733, 736, 740-743, | Tungsten, U. 8. arrangements to obtain 

vee 14, 751-758, 754-756, T59- from China. See Strategic mate- 
rials. 

Visits of Chinese technical and cul- 
tural experts to United States, | United Kingdom (see also Conferences; 
%33-737, 758-759, 763-764 Liberated areas, administration 

Tehran Conference. See under Con- of) : 
ferences. | Air mission at Chengtu, 10-11, 33, 

Thailand: — 40-41 

Chiang Kai-shek’s broadcast, Feb. 26,) Arrangements with India and China 
to army and peoples of, 13-14, 16 ; for deportation of deserting 
ares yee statement, Chinese seamen to India for con- 

Chinese views regarding, 840, 842 Oeaia in Chinese armed forces, 

Tibet, 620-644 — . . f milit 

Chinese troop concentrations on Ti-| Concern over deterioration of mihtary 
betan border, 134, 631-634, 637, situation in China, (0-72 
639-643 Exchange of views with United States 

Japanese activities in, 634, 639 regarding commercial treaties 

Missionary-sponsored education mis- with China, 711-715 
sion to Tibet, proposed, 643-644 Interest in reverse lend-lease discus- 

Radio transmitting equipment, Ti- sions, 523-524, 540-541 
betan request for, and U. S. Interest in status of Chinese Stabiliza- 

views, 624-626, 629 tion Board, 474-475
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United Kingdom—Continued U.S. Treasury Department. See Loans 
Objections to supply route to China and credits to China. 

via India, Afghanistan, and So-| U. S. War Department: 

viet Union, 616-617, 618 Currency arrangements with China. 
Postwar aims, 878-888 See under Financial situation in 
Proposal for joint screening organi- China: Exchange rates. 

zation at Chungking for lend-} Views regarding articles critical of 
lease requirements, 503-504; China, 126-127 

U. S. views, 506-508, 512, 514 : 

Revision of agreement with China re-| Wallace, Henry A., statements regard- 
garding terms and conditions of ing aid to China (1942), 496-497 _/ 
employment of Chinese seamen | Wang Ching-wei, 37, 40, 49, 51, 68, 71, 

on British ships, 805-808 167 

Tibetan autonomy, attitude toward, | Washington Conference between Roose- 
84, 634-636, 637-638, 640, 643 velt and Churchill, May 12-25, Chi- 

United Nations, question of Chinese par- nese participation in, 53” 
ticipation in conferences and or- | Willkie, Wendell, 30, 80, 271, 495-496 

ganizations of, 7-8, 17-23, 24-25, | Wolframite, U. S. arrangements to ob- 
30-31, 40, 53, 90n, 92, 98, 94-95, 110, tain from China. See Strategic ma- 
111, 183-184, 185, 845 terials. 

U. 8S. citizens (see also Protection of | wood oil, U. S. arrangements to obtain 

American lives . and property in from China. See Strategic mate- 
China), evacuation of, 168, 182 rials 

U. S. civilian agencies operating in ° 

China, supervision and control of, |yynnan: National Government’s in- 
163, 166-167, 847 creasing control in, 215, 224, 343; 

U. S. Congress: Legislation repealing sing ; , , , 
Chinese exclusion laws, 769-787; possibility of Japanese attack upon, 

Selective Service Act, applicability 215 
to Chinese students in United Yunnan-Indochina Railway, taking over 

States, 813-817 of Yunnan section by Chinese Gov- 

U. &. Senators returning from visit to ernment, and U. S. expression of 

fighting fronts, statements regard- interest on behalf of France, 889- 

ing Far Hast, 151-152 892 
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