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STATEMENT BY THE SECRETARY OF STATE

LA)

I have been receiving from many sources inquiries and

il

YL

Zsuggestions arising out of disturbed situations in various
parts of the world.

Unquestionably there are in a number of regions
tensions and strains which on their face involve only
countries that are near neighbors but which in ultimate
analysis are of inevitable concern to the whole world. Any
situation in which armed hostilities are in progress or are
threatened is a situation wherein rights and interests of all
nations either are or may be seriously affected. There can
be no serious hostilities anywhere in the world which will
not one way or another affect interests or rights or
obligations of this country. I therefore feel warranted in
making — in fact, I feel it a duty to make — a statement of
this Government's position in regard to international
problems and situations with respect to which this country

feels deep concern.

This country constantly and consistently advocates

maintenance of peace. We advocate national and
international self-restraint. We advocate abstinence by all
nations from use of force in pursuit of policy and further
interference in the internal affairs of other nations. We
advocate adjustment of problems in international relations
by processes of peaceful negotiation and agreement. We
advocate faithful observance of international agreements.
Upholding the principle of the sanctity of treaties, we
believe in modification of provisions of treaties, when need
therefor arises, by orderly processes carried out in a spirit
of mutual helpfulness and accommodation. We believe in
respect by all nations for the rights of others and
performance by all nations of established obligations. We
stand for revitalizing and strengthening of international
law. We advocate steps toward promotion of economic
security and stability the world over. We advocate
lowering or removing of excessive barriers in international
We seek effective

trade. equality of commercial
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opportunity and we urge upon all nations application of the
principle of equality of treatment. We believe in limitation
and reduction of armament. Realizing the necessity for
maintaining armed forces adequate for national security,
we are prepared to reduce or to increase our own armed
forces in proportion to reductions or increases made by
other countries. We avoid entering into alliance or
entangling commitments but we believe in cooperative
effort by peaceful and practicable means in support of the

principles hereinbefore stated.
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Japanese Government wishes to express its con-
currence with principles contained in statement made by
Secretary of State Hull on 16th instant concerning
maintenance of world peace. It is belief of Japanese

Government that objectives of those principles will only be

attained, in their application to the Far Eastern situation,
by a full recognition and practical consideration of actual

particular circumstances of that region.
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Statement of Secretary Hull, Aug. 23rd, 1937

At the press conference of August 17th the Secretary
of State announced, (1) legislative action to make available
funds for the purpose of emergency relief necessitated by
the situation in the Far East had been asked, (2) this
Government had given orders for the Regiment of Marines
to prepare to proceed to Shanghai. The Secretary then
discussed at some length the principles of policy on which
this Government was proceeding.

The situation at Shanghai is in many respects unique.

Shanghai is a great cosmopolitan center with a population
of over three millions’ a port which has been developed by
nationals of many countries and there have prevailed
mutually advantageous contacts of all types and varieties
between and among Chinese and the people of almost all
other countries of the world. At Shanghai there exists
multiplicity of rights and interests which are of inevitable
concern to many countries including the United States.

In the present situation the American Government is
engaged in facilitating, in every way possible, orderly and
safe removal of American citizens from areas where there
is a special danger. Further it is the policy of the American
Government to afford its nationals appropriate protection
primarily against mobs or other uncontrolled elements. For
that purpose, it has for many years maintained small
detachments of armed forces in China, and for that
purpose, it is sending the present small reinforcement.
These armed forces there have no mission of aggression. It

is their function to be of assistance toward the maintenance
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of order and security. It has been the desire and intention of
the American Government to remove these forces when
the performance of their function of protection is no longer
called for, and such remains its desire and expectation.

Issues and problems which are of concern to this
Government in the present situation in the Pacific area go
far beyond merely an immediate question of the protection
of nationals and interests of the United States. Conditions
which prevail in that area are intimately connected with,
and have direct and fundamental relationship, to the
general principles of policy to which attention was called in
the statement of July 16th, which statement has evoked
expressions of approval from more than fifty Governments.
This Government is firmly of the opinion that the principles
summarized in that statement should effectively govern
the international relationship.

When there unfortunately arises in any part of the
world the threat or existence of serious hostilities, the

matter is of a concern to all nations. Without attemption to

pass judgment regarding merits of the controversy, we
appeal to the parties to refrain from resort to war. We urge
that they settle their differences in accordance with the
principles which, in opinion not alone of our people but of
in the

most peoples of the world, should govern

international relationships. We consider applicable,
throughout the world, in the Pacific area as elsewhere, the
principles set forth in the statement of July 16th. That
statement of principles is comprehensive and basic. It
embraces the principles embodied in many treaties
including the Washington Conference Treaties and the
Kellogg Briand Pact of Paris.

From the beginning of the present controversy in the
Far East, we have been urging upon both Chinese and
Japanese Governments the importance of refraining from
hostilities and of maintaining peace. We have been
participating constantly in consultation with the interested
Governments directed toward peaceful adjustment. This

Government does not believe in political alliances or
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engagement, nor does it believe in extreme isolation. It
does believe in international co-operation for the purpose of
seeking, through a pacific method, the achievement of
those objectives set forth in the statement of July 16th. In
the light of our well defined attitude and policies, and within
the range thereof, this Government is giving the most
solicitous attention to every phase of the Far Eastern
situation toward safeguarding lives and welfare of our
people, and making effective policies in which this country
believes and to which it is committed. This Government is
endeavoring to see kept alive, strengthened, and
revitalized, in reference to the Pacific area and to all the

world, these fundamental principles.
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PRESIDENT ROOSEVELT'S ADDRESS AT CHICAGO,
October 5, 1937.

I am glad to come once again to Chicago and especially
to have the opportunity of taking part in the dedication of
this important project of civil betterment.

On my trip across the continent and back I have been

shown many evidences of the result of common-sense
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cooperation between municipalities and the Federal
Government and I have been greeted by tens of thousands
of Americans who have told me in every look and word
that their material and spiritual well being has made great
strides forward in the past few years.

And yet as I have seen with my own eyes the
prosperous firms, the thriving factories, and the busy
railroads, — as I have seen the happiness and security and
peace which covers our wide land, almost inevitably I have
been compelled to contrast our peace with very different
scenes being enacted in other parts of the world. It is
because the people of the United States under modern
conditions must for the sake of their own future give
thought to the rest of the world that I, as the responsible
executive head of the nation, have chosen this great inland
city and this gala occasion to speak to you on a subject of
definite national importance.

The political situation in the world, which of late has

been growing progressively worse, is such as to cause

grave concern and anxiety to all the peoples and nations
who wish to live in peace and amity with their neighbors.

Some fifteen years ago the hopes of mankind for a
continuous era of international peace were raised to great
heights when more than sixty nations solemnly pledged
themselves not to resort to arms in furtherance of their
national aims and policies. The high aspirations expressed
in the Briand-Kellogg Peace Pact and the hopes for peace
thus raised have of late given way to a r%ﬁm&m fear of
calamity. The present reign of terror and international
lawlessness began a few years ago.

It began through unjustified interference in the
internal affairs of other nations or the invasion of alien
territory in violation of treaties, and has now reached a
stage where the very foundations of civilization are
seriously threatened. The landmarks and traditions which
have marked the progress of civilization toward a condition
of law, order and justice are being wiped away. Without a

declaration of war and without warning or justification of

2187



any kind civilians including women and children are being
ruthlessly murdered with bombs from the air. In times of
so-called peace ships are being attacked and sunk by
submarines without cause or notice.

Nations are mmmEHWW and taking sides in civil warfare
in nations that have never done them any harm. Nations
claiming freedom for themselves deny it to others.

Innocent peoples and nations are being cruelly
anommmma to a greed for power and supremacy which is
devoid of all sense of justice and humane consideration.

To paraphrase a recent author, Perhaps we foresee a

time when men, exultant in the technique of homicide, will

rage so hotly over the world that every precious thing will

be in danger, every book and picture and wmwammmﬁmmm:am
garnered through two Hm__ﬁmww&m that small, the delicate,
the defenseless — all will be lost or wrecked or utterly
destroyed.

If those things come to pass in other parts of the world

let no one imagine that America will escape, that it may

expect no mercy, that this Western Hemisphere will not be
attacked and that it will continue tranquilly and peacefully
to carry on the ethics and the arts of civilization.

If those days come ‘there will be no safety by arms, no
help from authority, no answer in science. The storm will
rage till every flower of culture is trampled and all human
beings are leveled in a vast chaos.

If those days are not to come to pass, if we are to have
a world in which we can breathe freely and live in amity
without fear — the peaceloving nations must make a
concerted effort to uphold laws and principles on which
alone peace can rest secure. The peaceloving nations must
make a concerted effort in opposition to those violations of
treaties and those ignoring of humane Hmwmmm%mm which
today are creating a state of international anarchy and
instability from which there is no escape through mere
isolation or neutrality.

Those who cherish their freedom and recognize and

respect the equal rights of their neighbors to be free and
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live in peace must work together for the triumph of law
and moral principles in order that peace, justice, and
confidence may prevail in the world. There must be a
return to a belief in the pledged word in the value of a
signed treaty. There must be a recognition of the fact that
national morality is as vital as private morality.

A bishop wrote me the other day, ‘It seems to me that
something greatly needs to be said in behalf of ordinary
humanity against the present practice of carrying the
horrors of war to helpless civilians especially women and
children. It may be that such a protest might be regarded
by many who claim to be realists as futile but may it not be

(horror 7 )

that the heart of mankind so filled with horrow at the

present needless suffering that force could be mobilized in
sufficient volume to lessen such cruelty in the days ahead.
Even though it may take twenty years, which God forbid,
for civilization to make effective its corporate protest
against this barbarism surely strong voices may hasten the

’

day.

There is a solidarity and an interdependence about the
modern world both technically and morally which makes it
impossible for any nation completely to isolate itself from
economic and political upheavals in the rest of the world,
especially when such upheavals appear to be spreading and
not declining. There can be no stability mmw peace either
within amommfmmﬁémm: nations except under laws and
moral standards adhered to by all.

International anarchy destroys every foundation for
peace. It jeopardizes either the immediate or the future
security of every nation, large or small. It is therefore a
matter of vital interest and concern to the people of the
United States that the sanctity of international treaties and
the maintenance of international morality be restored.

The overwhelming majority of the peoples and nations
of the world today want to live in peace. They seek the
removal of barriers against trade. They want to exert

themselves in industry, in agriculture and in business that

they may increase their wealth through the production of
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wealth producing goods and must find some way to make
their will prevail.

In those nations of the world which seem to be piling
armament on armament for purposes of aggression and
those other nations which fear acts or aggression against
them and their security, a very high proportion of their
national income is being spent directly for armaments. It
runs from thirty to as high as fifty per cent.

The proportion that we in the United States spend is
far less — eleven or twelve per cent.

How happy we are that the circumstances of the
moment permit us to put our money into bridges and
boulevards, dams and reforestation, the conservation of our
soil, many other kinds of useful works rather than into huge
standing armies and Mwwwm&mqmwcwum and cannon for
destruction of human lives and useful Uwoumaa\.eiiié

The situation is definitely of universal concern. The

questions involved relate not merely to violations of

specific provisions of particular treaties, they are questions

of war and of peace, of international law and, especially, of
principles of humanity. It is true that they involve definite
violations of agreements and especially of the Covenant of
the League of Nations, the Briand-Kellogg Pact and the
Nine-Power Treaty. But they also involve problems of
world economy, world security and world humanity.

It is true that the moral consciousness of the world
must recognize the importance of removing injustices and
well founded grievances, but at the same time it must be
Wwocﬂm to the cardinal necessity of honoring sanctity of
treaties, of respecting the rights and liberties of others, and
of putting an end to acts of international aggression.

It seems to be unfortunately true that the epidemic of
world lawlessness is spreading.

When an epidemic of physical disease starts to spread
the community approves and joins in a quarantine of the
patients in order to protect the health of the community
against the spread of the disease.

It is my determination to pursue a policy of peace and
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to adopt every practicable measure to avoid involvement in
war. It ought mmo be inconceivable that in this modern era
in the Mmoum of experience any nation could be so foolish and
ruthless as to run the risk of plunging the whole world into
war by invading and violating, in contravention of solemn
treaties, the territory of other nations that have done them
no real harm and which are too weak to protect themselves
adequately. Yet the peace of the world and welfare and
security of every nation is today being threatened by that
very thing.

No nation which refuses to exercise forbearance and to
respect the freedom and rights of others can long remain
strong and retain the confidence and respect of other
nations. No nation ever loses its dignity or good standing by
conciliating its differences and by exercising great patience
with and consideration for the rights of other nations.

War is a contagion whether it be declared or

undeclared. It can engulf states and peoples remote from

the original scene of hostilities.

We are determined to keep out of war yet we cannot
insure ourselves against the disastrous effects of war and
the dangers of involvement. We are adopting such
measures as will minimize our risk of involvement but we
cannot have complete protection in a world of disorder in
which confidence and security have broken down.

If civilization is to survive the principles of peace must
be restored. Shattered trust between nations must be
revived.

Most important of all, the will for peace on the part of
peace loving nations must express itself to the end that
nations that may be tempted to violate their agreements
and the rights of others will desist from such a cause. There
must be positive endeavors to preserve peace.

America hates war. America hopes for peace.
Therefore, America actively engages in the search for
peace.

B M KPEEER+HE I SXEEER | LR (R

2191



LB BETR | 4 SRE° SR s

ERIPRIRO R rQ R R Q 4 4 TR DI °

RN Imom

KEKERES NRTT R L2 IXEE O YT RRURERME

1316

BRI SR (i< m)
HEE L <EN DRI BN RPN RN R N KR
BR2AEK L INZUNRADE N W EHE | kN
HE RN REREER N REIR N R KRN
SEHONBEEE D | R REHED | N R R W N RN | R
Wi MRNEBEA2REEREHENE DY AL Na AN A
BN RN R NN O DR HEE | [REmnEEs A L
T2 | N ISR N D7 RII N ENEE L IR N R IR N
NRPRTLINNR 1A TR AR R N
N X EIERRIT 1 | SN EHE N I R
M C S <O CHEEN RS K20 LR REL
BN DN N XKA LEERE DY MR 2° [=
SR | IRERERDE NN R 2 e L LN K

NHE XK 2 DREENRQPIE s X2 ORNR°
KAXER IR [HERRE] < [#EaAYE] ~NgR
R REIREERE N N H RN S EE A SR N K
H R HDN INKEERIE S AR+ X A 7 TR
Bl R [ vE] RS BEEENEANEN AN
7 DANERXREIER m2ANT AT RARYTYRS
DRNSEEK ER A NIREKE N AN NN AR B
ENERANEBEQ IURE<NEFE XX & MhE
MR C<EOE N D HE | SONEHE A D
SEINIPEN N BE R RN KEEEIME X R T4 B X R NN S
SO

[N R KEENERE R XEREHE N GE B R H 4
AnLXRENTT ORI RS N AN REBENER)
ATRPERANEENIEX 2 D RAK 2 mERKE
HERNREEERENE N - XN TN HHEN
N REERAN AN KR WREEO HHENE (N~ X
RP NIRRT MR IR 28BN R RN
RN K2 PHBERERRNT A NE SR IR
BRSNS R & P RER N FEHE X RN I

2192



il

i

B % K [E D

1 AR

INBES N RHIBR-ZE N & 0 RN D [ =
NN INEE K A

NE¢Smom

B L2 05 M4 S B iR w0 -R I WK 52 4046
D -5 ol S ) L AU 4o v 3K [ [T 8 9 S I R

= R OEREX

~ [II[T=4

1317

SINO-JAPANESE SITUATION:
CONCLUSION REGARDING ACTION OF JAPAN
(Released October 6)

The Department of State has been informed by the
American Minister to Switzerland of the text of the report
adopted by the Advisory Committee of the League of
Nations setting forth the Advisory Committee's
examination of the facts of the present situation in China
and the treaty obligations of Japan. The Minister has
further informed the Department that this report was

adopted and approved by the Assembly of the League of

Nations today, October 6.

Since the beginning of the present controversy in the
Far East, the Government of the United States has urged
upon both the Chinese and the Japanese Governments that
they refrain from hostilities and has offered to be of
assistance in an effort to find some means, acceptable to
both parties to the conflict, of composing by pacific
methods the situation in the Far East.

The Secretary of State, in statements made public on
July 16 and August 23, made clear the position of the
Government of the United States in regard to international
problems and international relationships throughout the
world and as applied specifically to the hostilities which are
at present unfortunately going on between China and
Japan. Among the principles which in the opinion of the
Government of the United States should govern
international relationships, if peace is to be maintained, are

abstinence by all nations from the use of force in the

pursuit of policy and from interference in the internal
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affairs of other nations; adjustment of problems in
international relations by process of peaceful negotiation
and agreement; respect by all nations for the rights of
others and observance by all nations of established
obligations; and the upholding of the principle of the
sanctity of treaties.

On October 5 at Chicago the President elaborated
these principles, emphasizing their importance, and in a
discussion of the world situation pointed out that there can
be no stability or peace either within nations or between
nations except under laws and moral standards adhered to
by all; that international anarchy destroys every foundation
for peace; that it jeopardizes either the immediate or the
future security of every nation, large or small; and that it is
therefore of vital interest and concern to the people of the
United States that respect for treaties and international
morality be restored.

In the light of the unfolding developments in the Far

East, the Government of the United States has been forced

to the conclusion that the action of Japan in China is
inconsistent with the principles which should govern the
relationships between nations and is contrary to the
provisions of the Nine Power Treaty of February 6, 1922,
regarding principles and policies to be followed in matters
concerning China, and to those of the Kellogg-Briand Pact
of August 27, 1928. Thus the conclusions of this
Government with respect to the foregoing are in general
accord with those of the Assembly of the League of

Nations.
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UNITED STATES OF AMERICA.
Tokyo, October 6, 1938.
No. 1076
Excellency;

On the occasion of the interview which Your
Excellency accorded me on October 3, when I had the
honor to convey orally the views and desires of my
Government with regard to conditions in China being
brought about by agencies or representatives of the
Japanese Government, which are violative of or prejudicial
to American rights and interests in China, I undertook to
set forth and to extend those views and desires in a note to
be presented shortly thereafter. In fulfilment of that
undertaking and under instruction from my Government, I
now have the honor to address Your Excellency as follows:

The Government of the United States has had
frequent occasion to make representations to Your
Excellency’'s Government in regard to action taken and

policies carried out in China under Japanese to which the

Government of the United States takes exception as being,
in its opinion, in contravention of the principle and the
condition of equality of opportunity or the “open door” in
China. In response to these representations, and in other
connections, both public and private, the Japanese
Government has given categorical assurances that equality
of opportunity or the open door in China will be maintained.
The Government of the United States is constrained to
observe, however, that notwithstanding the assurances of
the Japanese Government in this regard violation by
Japanese agencies of American rights and interests has
persisted.

As having by way of illustration a bearing on the
situation to which the Government of the United States
desires to invite the attention of the Japanese Government,
it is recalled that at the time of the Japanese occupation of
Manchuria the Japanese Government gave assurances that

the open door in Manchuria would be maintained.

However, the principal economic activities in that area
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have been taken over by special companies which are
controlled by Japanese nationals and which are established
under special charters according them a preferred or
exclusive position. A large part of American enterprise
which formerly operated in Manchuria has been forced to
withdraw from that territory as a result of the preferences
in force there. Arrangements between Japan and the
regime now functioning in Manchuria allow the free
movement of goods and funds between Manchuria and
Japan while restricting rigidly the movement of goods and
funds between Manchuria and countries other than Japan.

This channeling of the movement of goods is effected
primarily by means of exchange control exercised under
the authority of regulations issued under an enabling law
which provide expressly that for the purposes of the law
Japan shall not be considered a foreign country nor the
Japanese yen a foreign currency. In the opinion of my
Government equality of opportunity or open door has

virtually ceased to exist in Manchuria notwithstanding the

assurances of the Japanese Government that it would be
maintained in that area.

The Government of the United States is now
apprehensive lest there develop in other areas of China
which have been occupied by Japanese military forces
since the beginning of the present hostilities a situation
similar in its adverse effect upon the competitive position of
American business to that which now exists in Manchuria.

On April 12, 1938 I had occasion to invite the attention
of Your Excellency’s predecessor to reports which had
reached the Government of the United States indicating
that discrimination in favor of Japanese trade with North
China was likewise to be by means of exchange control and
to ask for assurances that the Japanese Government would
not support or countenance financial measures dis-
criminating against American interest. Although the
Minister for Foreign Affairs stated then that the Japanese
Government would continue to support the principle of

equal opportunity or open door in China no specific reply
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has yet been made by the Japanese Government on the
subject of these representations.

The Government of the United States now learns that
the Japanese authorities at Tsingtao have in effect
established an exchange control, that they are exercising a
discretionary authority to prohibit exports unless export
bills are sold to the Yokohama Specie Bank, and that the
Bank refuses to purchase export bills except at an
arbitrary rate far lower than the open market rate
prevailing at Tientsin and Shanghai. A somewhat similar
situation apparently prevails at Chefoo. Furthermore,
reports continue to reach the American Government that a
comprehensive system of exchange control will soon be
established throughout North China. Control of foreign
exchange transactions gives control of trade and
commercial enterprise, and the exacting, either directly or
indirectly, by the Japanese authorities of control of

exchange in North China would place those authorities in

position to thwart equality of opportunity or free

competition between Japan and the United States in that
area. In such a situation, imports from and exports to the
United States, as well as the choice of dealers in North
China, would be entirely subjected to the dispensation of
the Japanese authorities. Notwithstanding the short time
that exchange control has been enforced in Tsingtao, two
cases of discrimination have already been brought to the
attention of the Government of the United States. In one
instance an American dealer in a staple commodity has
been unable to export to the United States because
Japanese authorities there have insisted that his export
bills be sold to a Japanese bank at a price so far below the
current rate of exchange of the Chinese currency in the
open market that such transaction would involve a loss
rather than a profit; but a Japanese competitor recently
completed a large shipment invoiced at a price in United
States dollars which was equivalent to the local market
price calculated at the current open market rate. In the

other instance, an American firm was prevented from
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purchasing tobacco in Shantung unless it should purchase
so-called Federal Reserve notes or yen currency with
foreign money and at an arbitrary and low rate of
exchange, conditions not imposed upon the company’s
Japanese or Chinese competitors.

The Government of the United States has already
painted out to the Japanese Government that alterations of
the Chinese customs tariff by the regimes functioning in
those portions of China occupied by Japanese armed forces
and for which the Japanese Government has formally
assured its support are arbitrary and illegal assumptions of
authority for which the Japanese Government has an
inescapable responsibility. It is hardly necessary to add
that there can be no equality of opportunity or open door in
China so long as the ultimate authority to regulate, tax, or
prohibit trade is exercised, whether directly or indirectly,
by the authorities of one “foreign” power in furtherance of
the interests of that power. It would appear to be self-

evident that a fundamental prerequisite of a condition of

equality of opportunity or open door in China is the absence
in the economic life of that country of preferences or
monopolistic rights operating directly or indirectly in favor
of any foreign country or its nationals. On July 4 I spoke to
General Ugaki of the desire of the American Government
that there be avoided such restrictions and obstacles to
American trade and other enterprises as might result from
the setting up of special companies and monopolies in
China. The Minister was so good as to state that the open
door in China would be maintained and that the
Government of the United States might rest assured that
the Japanese Government would fully respect the principle
of equal opportunity.

Notwithstanding these assurances, the Provisional
régime in Peiping announced on July 30th the inauguration
as of the following day of the China Telephone and
Telegraph Company, the reported purpose of this

organization being to control and to have exclusive

operation of telephone and telegraph communications in
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North China. There was organized in Shanghai on July 31st
the Central China Telecommunications Company, and the
Special Service Section of the Japanese army has informed
foreign cable and telegraph companies that the new
company proposes to control all the telecommunications in
Central China. According to a semiofficial Japanese press
report, there was organized at Shanghai on July 28 the
Shanghai Inland Navigation Steamship Company to be
controlled by Japanese the reported object of which is to
control water transportation in the Shanghai delta area.
According to information which has reached my
Government, a Japanese company has been organized to
take over and operate the wharves at Tsingtao which have
hitherto been publicly owned and operated. Should such a
development occur, all shipping of whatever nationality
would become dependent upon a Japanese agency for
allotments of space and stevedoring facilities. The wool

trade in North China is now reported to be a Japanese

monopoly and a tobacco monopoly in that area is reported

to be in process of formation. Moreover, according to

numerous reports which have been reaching my
Government, the Japanese Government is proceeding with
the organization of two special promotion companies which
it has chartered and which it will control with the object of
investing in, unifying, and regulating the administration of
certain large sectors of economic enterprise in China.

The developments of which I have made mention are
illustrative of the apparent trend of Japanese policy in
China and indicate clearly that the Japanese authorities are
seeking to establish in areas which have come under
Japanese military occupation general preferences for, and
superiority of, Japanese interests, an inevitable effect of
which will be to frustrate the practical application of the
principle of the open door and deprive American nationals
of equal opportunity.

I desire also to call Your Excellency’s attention to the

fact that unwarranted restrictions placed by the Japanese

military authorities upon American nationals in China —
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notwithstanding the existence of American treaty rights in
China and the repeated assurances of the Japanese
Government that steps had been taken which would insure
that American nationals, interests and property would not
be subject to unlawful interference by Japanese authorities
— further subject American interests to continuing serious
inconvenience and hardships. Reference is made especially
to the restrictions placed by the Japanese military upon
American nationals who desire to reenter and reoccupy
properties from which they have been driven by the
hostilities and of which the Japanese military have been or
still are in occupation. Mention may also be made of the
Japanese censorship of and interference with American
mail and telegrams at Shanghai and of restrictions upon
freedom of trade, residence and travel by Americans,
including the use of railways, shipping, and other facilities.
While Japanese merchant vessels are carrying Japanese
merchandise between Shanghai and Nanking, those vessels

decline to carry merchandise of other countries, and

American and other non-Japanese shipping is excluded
from the lower Yangtze on the grounds of military
necessity. Applications by American nationals for passes
which would allow them to return to certain areas in the
lower Yangtze valley have been denied by the Japanese
authorities on the ground that peace and order have not
been sufficiently restored, although many Japanese
merchants and their families are known to be in those
areas.

American nationals and their interests have suffered
serious losses in the Far East arising from causes directly
attributable to the present conflict between Japan and
China, and even under the most favorable conditions an
early rehabilitation of American trade with China cannot
be expected. The American Government, therefore, finds it
all the more difficult to reconcile itself to a situation in
which American nationals must contend with continuing
unwarranted interference with their rights at the hands of

the Japanese authorities in China and with Japanese
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actions and policies which operate to deprive American
trade and enterprise of equality of opportunity in China.
It is also pertinent to mention that in Japan, too,
American trade and other interests are undergoing severe
hardships as a result of the industrial, trade, exchange and
other controls which the Japanese Government has
imposed incident to its military operations in China.
While American interests in the Far East have been
thus treated at the hands of the Japanese authorities, the
Government of the United States has not sought either in
its own territory or in the territory of third countries to
establish or influence the establishment of embargoes,
import prohibitions, exchange controls, preferential
restrictions, monopolies or special companies — designed
to eliminate or having the effect of eliminating Japanese
trade and enterprise. In its treatment of Japanese nationals
and their trade and enterprise, the American Government

has been guided not only by the letter and spirit of the

Japanese American Commercial Treaty of 1911 but by

those fundamental principles of international law and order
which have formed the basis of its policy in regard to all
peoples and their interests; and Japanese commerce and
enterprise have continued to enjoy in the United States
equality of opportunity.

Your Excellency cannot fail to recognize the existence
of a great and growing disparity between the treatment
accorded American nationals and their trade and
enterprise by Japanese authorities in China and Japan and
the treatment accorded Japanese nationals and their trade
and enterprise by the Government of the United States in
areas within its jurisdiction.

In the light of the situation herein reviewed the
Government of the United States asks that the Japanese
Government implement its assurances already given with
regard to the maintenance of the open door and to non-
interference with American rights by taking prompt and
effective measures of cause,

(1) The discontinuance of discriminatory exchange
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control and of other measures imposed in areas in China
under Japanese control which operate either directly or
indirectly to discriminate against American trade and
enterprise;

(2) The discontinuance of any monopoly or of any
preference which would deprive American nationals of the
right of undertaking any legitimate trade or industry in
China or of any arrangement which might purport to
establish in favor of Japanese interests any general
superiority of rights with regard to commercial or
economic development in any region of China; and

(3) The discontinuance of interference by Japanese
authorities in China with American property and other
rights including such forms of interference as censorship of
American mail and telegrams and restrictions upon
residence and travel by Americans and upon American
trade and shipping.

The Government of the United States believes that in

the interest of relations between the United States and

Japan an early reply would be helpful.
I avail myself of this opportunity to renew to Your
Excellency the assurances of my highest consideration.
Signed: Joseph C. Grew.
His Excellency
Prince Fumimaro Konoe,
His Imperial Japanese Majesty's

Minister for Foreign Affairs.
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Excellency,

I have the honour to acknowledge the receipt of Your
Excellency’'s Note, No. 1076, dated October 6th, addressed
to the then Minister for Foreign Affairs Prince Konoye,
concerning the rights and interests of the United States in
China.

In the Note are cited various instances based on
information in the possession of the Government of the
United States that the Japanese authorities are subjecting
American citizens in China to discriminatory treatment
and violating the rights and interests of the United States.

I have now the honour to state hereunder the opinions
of the Japanese Government with regard to these
instances.

1. The circumstances which led to the adoption of the
present measures concerning export exchange in Tsingtao
and the present situation being, so far as the Japanese

Government are aware, as set forth below, they consider

that those measures can not be construed as constituting
any discrimination against American citizens.

A short time ago the Federal Reserve Bank of China
was established in North China whose notes with an
exchange value fixed at one shilling and two pence against
one yuan, have been issued thus far to the amount of more
than one hundred million yuan, and are widely circulated.
These bank notes being the compulsory currency of the
Provisional Government, the maintenance of their value
and their smooth circulation is regarded as an
indispensable basis for the conduct and the development of
economic activities in North China. Consequently the
Japanese Government have taken a co-operative attitude;
and all Japanese subjects are using the said notes, and in
their export trade are exchanging them at the rate of one
shilling and two pence. On the other hand, the old fa-pi still
circulating in these areas has depreciated in exchange

value to about eight pence per yuan. Consequently those

who are engaged in export trade and are using this
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currency are enjoying illegitimate profits, as compared
with those who use the Federal Reserve notes and carry on
legitimate transactions at the legitimate rate of exchange:
that is to say, Japanese subjects who use the Federal
Reserve notes have been suffering unreasonable
disadvantages as compared with persons who while
residing and carrying on their business in the areas under
the jurisdiction of the Provisional Government of North
China, use nevertheless, the old fa-pi exclusively.

Furthermore, the existence of the before mentioned
disparity in exchange value between the new notes and the
old fa-pi, which the Federal Reserve Bank has been
exchanging at a rate not very much below par, is bound to
exert an unfavourable effect upon the exchange value of
the new notes, and eventually upon the exchange value of
the Japanese yen.

The Japanese Government feel that it is incumbent
upon them not to remain indifferent to such a situation.

The exchange measures adopted in Tsingtao are

calculated to place the users of old Chinese currency who
have been obtaining unfair profits, on equal footing with
those who are using the Federal Reserve notes. These
measures are also intended to protect the exchange value
of the Federal Reserve Bank notes. Inasmuch as the
application of the measures makes no differentiation
according to nationality they cannot be considered as
discriminatory measures. As a matter of fact, it is through
these measures that those users of the Federal Reserve
notes who had in a sense been discriminated against, have
been placed on an equal footing with the others, and thus
enabled to compete on a fair basis.

2. In North and Central China the new Chinese
régimes some time ago effected revisions of the Customs
tariff in an attempt to secure a rational modification of the
former tariff enforced by the Kuo-mintang Government,
which was unduly high and ill-calculated to promote the
economic recovery and general welfare of the Chinese

people. However, the schedule actually adopted for the
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time being is the one that was approved by the Powers in
1931, so that no complaint has been heard from foreign
residents of any nationality on the spot. The Japanese
Government are of course in favour of the purpose of the
said revision, believing that it will serve to promote
effectively the trade of all countries with China.

3. As for the organization of certain promotion
companies in China, the restoration and development of
China’'s economic, financial and industrial life after the
present Affair is a matter of urgent necessity for the
Chinese. Moreover, the Japanese

welfare of the

Government are deeply solicitous for the early
inauguration and progress of work having for its object this
restoration and development, for the sake of the realization
of anew order in East Asia, and are doing all in their power
in that direction. The North China Development Company
and the Central China Development Company were
established with a view to giving China the necessary

assistance toward the said restoration and also with the

aim of contributing toward the development of China's
natural resources. It is far from the thoughts of the
Japanese Government to impair the rights and interests of
American citizens in China or to discriminate against their
enterprises. The Japanese Government therefore do not
oppose, but welcome heartily, the participation of third
Powers on the basis of the new situation that has arisen.
The telecommunication companies in North and
Central China and of the inland navigation steamship
company at Shanghai and the wharfage company at
Tsingtao have also been established to meet the imperative
need of an early restoration of communications,
transportation, and harbor facilities. With the exception of
the telecommunications enterprise, which, because of its
obvious relation to the maintenance of peace and order and
to the national defense, as well as because of its public
character, has been placed in the hands of special
companies, all these enterprises are turned over to

concerns that are ordinary Chinese or Japanese juridical
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persons, without any intention of allowing them to reap
monopolistic profits by discriminating against America or
any other Power. As regards the wool trade, while the
control of purchasing agencies was enforced for a time in
the Mongolian region, it has since been discontinued. There
is no plan at present of any sort for establishing a monopoly
in tobacco.

4. Concerning the return of American citizens to the
occupied areas, Your Excellency is aware that in North
China there is no restriction, excepting in very special
cases where the personal safety of those who return would
be endangered, while in the Yangtse Valley large numbers
of Americans have already returned. The reason why
permission to return has not yet been made general is, as
has been repeatedly communicated to Your Excellency,
due to the danger that persists because of the imperfect
restoration of order and also to the impossibility of
admitting nationals of third Powers on account of strategic

necessities such as the preservation of military secrets.

Again, the various restrictions enforced in the occupied
areas concerning the residence, travel, enterprise and
trade of American citizens, constitute the minimum
regulations possible consistently with military necessities
and the local conditions of peace and order. It is the
intention of the Japanese Government to restore the
situation to normal as soon as circumstances permit.

5. The Japanese Government are surprised at the
allegation that there exists a fundamental difference
between the treatment accorded to Japanese in America
and the treatment accorded to Americans in Japan. While
it is true that in these days of emergency American
residing in this country are subject to various economic
restrictions, yet these are, needless to say, restrictions
imposed not upon Americans alone but also on all
foreigners of all nationalities as well as upon the subjects of
Japan. I beg to reserve for another occasion a statement of
the views of the Japanese Government concerning the

treatment of Japanese subjects in American territory,
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referred to in Your Excellency’s note.

As has been explained above, the Japanese
Government, with every intention of fully respecting
American rights and interests in China, have been doing all
that could possibly be done in that behalf. However, since
there are in progress at present in China military
operations on a scale unprecedented in our history, it may
well be recognized by the Government of the United States
that it is unavoidable that these military operations should
occasionally present obstacles to giving full effect to our
intention of respecting the rights and interests of American
citizens.

Japan at present is devoting her energy to the
establishment of a new order based on genuine
international justice throughout East Asia, the attainment
of which end is not only an indispensable condition of the
very existence of Japan, but also constitutes the very

foundation of the enduring peace and stability of East Asia.

It is the firm conviction of the Japanese Government

that in the face of the new situation, fast developing in East
Asia, any attempt to apply to the conditions of to-day and
to-morrow inapplicable ideas and principles of the past
neither would contribute toward the establishment of a
real peace in East Asia nor solve the immediate issues.

However, as long as these points are understood,
Japan has not the slightest inclination to oppose the
participation of the United States and other Powers in the
great work of reconstructing East Asia along all lines of
industry and trade; and I believe that the new régimes now
being formed in China are prepared to welcome such
foreign participation.

I avail myself of this opportunity to renew to Your
Excellency the assurances of my highest consideration.
(&R )
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