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His Majesty’s Government have now examined with
great care all the proposals put forward by the Japanese
Representatives. As the latter are aware, His Majesty’s
Government entered into the conversations on the
understanding that they would concern local Tientsin

issues only.
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They have in the first place sympathetically
considered all police matters covered by Points 1-8 in the
Agenda submitted by the Japanese Government and,
having regard to the spirit of the formula of July 22nd and
their genuine desire to facilitate cooperation in questions
affecting the maintenance of public order, they have now
made considerable progress towards the conclusion of an
agreement on these points, subject for final settlement of
the points of detail explained in the memorandum
communicated on Saturday, 12th August.

As regards Points 9 and 10 (currency and silver) it
was immediately apparent that their scope exceeded what
might properly be termed local Tientsin issues and that
they related to other economic and financial features of the
present situation in North China on which not only His
Majesty’'s Government but certain other Governments
have expressed to the Japanese Government their views.

(Points 11 and 12, in that they are concerned with

implementation and supervision of any measures agreed to

under 9 and 10, must be classified with the latter two
points) . Nevertheless His Majesty’s Government in their
earnest desire to meet the Japanese point of view have had
under close consideration what could be done to meet the
Japanese proposals.

After the preliminary sounding which they have taken
His Majesty's Government have, however, found that in
questions of currency and silver, apart from the natural
Chinese interest in this question, other foreign interests are
concerned to an extent which renders agreement as
between His Majesty’s Government and the Japanese
Government alone impossible. For this reason His
Majesty’s Government cannot by themselves properly put
forward or accept any proposals on these matters which
might prejudice the interests of Third Parties.

In these circumstances it seems to His Majesty’s
Government that no discussions of these economic issues

on a purely Anglo-Japanese basis are likely to lead to a

useful result. Should the Japanese Government, however,
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wish to proceed further with these proposals His Majesty’s
Government would be willing to examine them afresh,
provided that arrangements can be made by which the
interests of all parties can be safeguarded. For this purpose
they would be obliged to consult with and have regard to
the views of the Third Parties concerned.

His Majesty’'s Government do not wish the Japanese
Government to suppose from this indication of their
attitude that they desire to shelve the questions which the
Japanese Government have raised. Indeed His Majesty’s
Government recognise that in any ultimate settlement of
the present dispute in China these matters will need to be
fully discussed in relation to the conditions existing
throughout China. His Majesty’s Government have already
made it clear in their note to the Japanese Minister for
Foreign Affairs dated January 14th, 1939, that they do not
contend that treaties are eternal and that they are
prepared to consider any constructive suggestions which

the Japanese Government may have to make regarding the

modification of the existing agreement. It is in their view,
however, essential that all parties to the Nine Power
Treaty and other treaties which govern the situation in
China shall be enabled to express their views and make a
contribution to a settlement equitable to all concerned.
His Majesty’s Government hope that the Japanese
Government will not feel it necessary to delay the
conclusion of the agreement on local issues which they for
their part would be prepared to conclude now (subject to
adjustment of points of detail) and in return would
anticipate the cessation of any Japanese support for anti-
British agitation in North China and the raising of the

blockade to put the agreement into immediate execution.
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1. The Japanese Government have -carefully

examined the view of the British Government towards the
present Anglo-Japanese conversations expressed in the
note which Sir Robert Craigie handed to Mr. Kato on
August 18th.

2. Before acceding to the British proposal of starting
negotiation in Tokyo with a view to settling various
problems connected with the present situation in Tientsin,
the Japanese Government pointed out, inter alia, to the
British side that the existing state of affairs in Tientsin has
its origin in the various complicated circumstances and
that the proposal to be made by the Japanese Government
would naturally have close bearing on military, political and
economic requirements pertaining to the security of the
Japanese military forces on the spot. As the British
Government are well aware, the British side entered into
the present conversations, fully knowing the above attitude
on the part of the Japanese Government.

3. The Japanese Government, considering it as an

essential condition for the settlement of the Tientsin
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problem to reach first of all an understanding with the
British Government regarding the general question which
form the background of the Tientsin situation, made a
proposal regarding the general principle at the outset of
the present Anglo-Japanese conversations, which was
accepted by the British Government with the result of an
agreement of July 22nd. There leaves no room for doubt,
therefore, that the Tientsin problem was expected to be
solved in the light of the letter and spirit contained in that
agreement.

4. In the course of detailed discussion of the Tientsin
problem, the Japanese Government made proposals on the
so-called police and economic matters, requesting the
cooperation on the part of the British authorities. They all
relate to more efficient maintenance of peace and order on
the spot and to the existence and security of the Japanese
forces in China. It would also be futile to add that British co-
operation which the Japanese Government asked for was

confined to that on matters which fell entirely within the

British competence.

5. In view of the above, the Japanese Government fail
to concur with the British contention that some of the
proposals made by the Japanese Government such as those
relating to silver and currency in the British Concession in
Tientsin are entirely beyond the scope of the present
Anglo-Japanese conversations and that they could not, by
nature, be made the subject of any bilateral agreement
purely on Anglo-Japanese basis. The communications
which the Japanese Government received from the
Governments of the United States and France on these
matters are of a different purport from what was indicated
by the British side. The Japanese Government can in these
into

circumstances see no necessity of entering

negotiations with the United States and French
Governments.

6. While contending on one hand that they are not
attempting to delay the settlement of the issues by shelving

the Japanese proposals, the British Government persist on
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the other that the Tientsin problem must necessarily be
solved in a final settlement of the present China Incident.
This seems to the Japanese Government to be somewhat
contradictory. The British Government have also referred
to the question of modification of the Nine-Power Treaty
etc, which treaties, in the opinion of the Japanese
Government, have no bearing on the present conversations
and are clearly outside the purview of discussions. The
Japanese Government are unable to see of what use any
discussions conducted on the basis of the Nine-Power
Treaty could be for the settlement of the Tientsin issues.

7. The British Government have proposed to
conclude an agreement only upon the so-called police
matters separately from economic matters. But as has
repeatedly been explained by the Japanese delegate, the
Japanese proposals regarding economic matters are of
such nature as is indispensable to the stabilization of the life
of the people in North China and to the prevention of anti-

Japanese activities to disturb the economic structure of the

region. The proposals on economic matters, being so
important for the maintenance of public order, are
inseparable from the proposals on police matters.

8. For these reasons, the Japanese Government are
unable to agree to the British proposal that third Powers
should be invited to take part, jointly or separately, in the
discussion of the Japanese proposal for British cooperation
in the so-called economic questions which form part of the
agenda of the present conversations, namely, questions
regarding the currency and silver reserve in the British
Concession in Tientsin. Nor are the Japanese Government
unable to see their way to agree to the British proposal to
set aside the so-called economic questions and conclude an
agreement on the police matters only.

9. It must have been immediately clear that the
aforesaid contention of the Japanese Government is
nothing but a logical conclusion to be reached from the
object of the present conversations and the nature of the

Japanese proposals. It is therefore to a profound regret of
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the Japanese Government that the British Government
should have proposed the participation of third Powers or

the separation of the so-called police matters.
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