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MRr. THOMAS W. LAMONT

REPRESENTING THE AMERICAN GROUP
Mr. T. OkuBoO

REPRESENTING THE JAPANESE GROUP

111



| REEREEEEKE [N

IN ATTENDANCE.
Mr. W. E. LEVESON
MONSIEUR R. SAINT PIERRE
MR. JEREMIAH SMITH
MRr. C. F. WHIGHAM

I. GENERAL POLICY.

1. The policy of the Consortium, namely the
substitution of international co—operation for interna-
tional competition in the economic and financial affairs
of China, has now been definitely affirmed and en-
dorsed in a larger sense by China and the Powers in
the Treaty signed at Washington on February 6, 1922.

2. The Treaty is in effect an undertaking by
the Powers to respect the sovereign rights of China,
to preserve her territorial integrity and to provide her
with a free and unembarrassed opportunity to develop
her economic resources and maintain for herself an ef-
fective and stable government. ,

3. The Consortium is an appropriate instrument
for giving effect to this policy. It is not designed as a
permanent organisation, but rather as a temporary

bridge by which China may be assisted to pass in com-

ulate and foster a sane and independent public opinion
in China, and, by putting a stop to the menace of fi-
nancial penetration arising from indiscriminate and
unproductive foreign borrowings, is helping to conserve

the integrity of the country.

6. Much still remains to be done, and until their
work has been accomplished the several Groups of the
Consortium are convinced that they would not be justi-
fied in having regard merely to their own convenience
by resuming their freedom of independent action. They
are reinforced in this conviction by the consideration
that the Consortium appears to form the chief barrier
between China and the policy of Spheres of Interest
which prevailed during the last decade of the XIXth
century. It will be remembered that it was during that
period, known as the “Battle of the Concessions,” that
definite claims to exercise preferential rights over spe-
cific geographical areas of China were advanced by dif-
ferent Powers. If these claims had been maintained the
disintegration of China must have followed. Any back-
ward step towards the resumption of a similar policy
might well be expected to produce similar results.
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parative safety through the difficult period of transi-

tion from an unsettled to a settled state of govern-

ment.

4. What has already been accomplished appears
to justify the belief that the Consortium has been con-
structed on sound lines, and may reasonably be ex-
pected to fulfil the purpose for which it was designed
with due regard to the natural susceptibilities of the
Chinese on the one hand and the security of the for-
eign investor on the other.

5. It is popularly supposed, and occasionally
asserted, that the main object of the financial Groups
composing the Consortium is to harvest undue profits
reaped from loans forced upon China under the pro-
tection of their respective governments. This is not the
case. On the contrary it has been by their consistently
refraining from lending that their principal success has
been achieved in encouraging the utilisation of native
savings before recourse is had to foreign capital, and
in arresting the profligate expenditure which was head-
ing the country straight for bankruptcy. It is not too
much to say that the Consortium has helped to stim-

7. The pressure upon modern nations to dis-
cover and develop outlets for their trade is increasing,
and China presents to-day by far the largest undevel-
oped field for commercial expansion. If the restraint
at present exercised by the co-operative action of the
Consortium is removed, the resort to the pressure of
individual agents in competition with each other would
appear to be inevitable. From that it would be but a
step to the intervention of foreign governments in
order to protect the vested interests acquired by their
nationals in different parts of China, and Spheres of
Interest, with consequences disastrous to China, would

once more be established.

8. It is more in the interests of China for the
Powers to deal with her as a whole rather than sep-
arately, in co-operation rather than in competition with
one another. It is the aim of the Consortium to assist
China in the building up of her credit until some day
like other nations she can borrow for her require-
ments on the strength of her national credit, without
the necessity of recourse to specific security or super-

vision of expenditure. When that day comes it will be

(e
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time enough to talk of disbanding the Consortium.
Until then the Consortium must remain intact and,
with the approval and support of the Governments,
continue to perform with patience the functions as-

signed to it.

II. COMPOSITION OF THE CONSORTIUM.
(@) Belgian Group.

9. In response to their request the conditions
of membership in the new Consortium, namely (a) that
each Group in the new Consortium shall be a national
unit, (b) that no member of any Group shall within
the scope of the Consortium represent directly or in-
directly any other national interest, (¢) that the Group
agree to surrender all their existing agreements and
options and (d) that they are assured of the complete
support of their own Government, were communicated
to Mr. Francqui on behalf of the Belgian Group in
December, 1920.

10. No official application for membership in
the Consortium has yet been received, and it is accord-
ingly assumed that the Belgian Group find themselves

-unable as yet to accept the conditions laid down.

tion in China, in itself a potent means of unification,
should wait upon the solution of her administrative
problem,

14. It is recognised that an essential part of
any scheme for the financial reorganisation of China
is the consolidation of the floating debt.

15. A certain portion of the Chinese public ap-
pears to be under the delusion that in some way or
other the object of the Consortium is to obtain control
of China’s finances and railways. If such a delusion
really exists, it can only be due to a mistaken reading
of every public announcement which has been made
on the part of the Groups.

16. It has repeatedly been stated that inter-
ference with the domestic politics of China has no part
in the programme of the Consortium, that the reor-
ganisation of China’s finances must come from China
herself, and that the role of the Consortium is limited
to an endeavour to assist the Chinese Authorities, if
requested to do so, in re-establishing economic and
financial equilibrium.

17. It would be futile to ask the foreign in-
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(b) Italian Group.

11. An application by the Italian Group for
admission into the Consortium was followed by a state-
ment that the necessary formalities have been fulfilled,
and that a list of the agreements and options to be
surrendered by the Group will be transmitted at an
early date.

III. LOAN POLICY.

12. It is the settled policy of the Consortium to
refrain from interference in the internal affairs of China.
The present political upheaval in that country precludes
the immediate hope of giving practical effect to any
Consortium proposals for an administrative loan. Con-
ditions, however, change so rapidly that the Groups
must always stand prepared for action in anticipation
of the time when China shall have again attained to
such degree of political peace and security as to afford
a reasonable prospect of a stable government.

13. Industrial Loans, in which railway loans are
included, are in a different category. Provided adequate
security can be obtained there seems to be no reason

why the further development of railway communica-

vestor, to whom the Consortium stands in the relation
of quasi-trustee, to subscribe to a Chinese loan until
he is satisfied that its proceeds will be properly ex-
pended and his capital duly returned to him at ma-
turity. It is indisputable that this necessitates some
measure of supervision, but no more control than the
minimum actually required to provide the adequate
degree of security without which it would be impos-
sible to issue a foreign loan.

18. It is the policy of the Consortium to assist
in building up the general credit of China on such
secure foundations that all outside intervention may be
gradually eliminated and the entire control of loan ser-
vice and expenditure may finally pass into the hands
of China herself.

IV. RAILWAYS.
(a) German-issued bonds of the Hukuang
and Tientsin-Pukow Railway Loans.

19. In the general interests of Chinese Railway
finance it is imperative that the Chinese Government
should announce without further delay the conclusion
which they have reached with the German Government

BE
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with regard to outstanding German-issued Railway
Bonds.

20. The successful flotation of any further rail-
way loan in foreign markets will be endangered unless
the whole of the outstanding bonds of the Hukuang
Railways Loan are recognised.

21. The Chinese Government should also state
their intentions with regard to the un-issued German
portion of the Tientsin-Pukow Supplementary Loan
amounting to £1,134,000, and the advance by the
Deutsch-Asiatische Bank to this railway of £ 900, 000.

22. This should be followed by a statement of
the number of bonds of both of the above-mentioned
Railway Loans paid by Germany to China under the
Treaty of May, 1921.

() Options not specifically pooled.

23. Referring to Article 2 of the minutes of the
Paris Conference of May 11, 1919, although it is rec-
ognised that options arising out of agreements in
possession of the groups at the time of the New York
Conference, which for any reason were not included

in the list of those offered for pooling on October 13,

27. Pooling of railway earnings would tend to
harmonise the market quotations for railway bonds, and

might materially facilitate the making of new issues.

28. Interference with railway funds by parties
having special interests in any particular line, or by
local authorities in the lines feeding particular districts,
would be estopped by . unification of the railway sys-
tem.

29. It is, however, clearly recognised that public
opinion in China must have pronounced in favour of
the change before any definite advance is made. Mean-
while unification should be kept steadily in view as the
ultimate end to be achieved, and care taken to avoid
any steps likely to delay its realisation or which might
tend to perpetuate the present separatist uneconomical

system,

(d Open Tenders.

30. It is an essential part of the Consortium
programme to ensure for China the full advantage of
world competitive prices by stipulating that all goods
on which loan funds are expended shall be supplied by

tender open to the nationals of any country, whether
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1920, and particularly such options as arise out of old
contracts for completed railways, are technically outside
the scope of the Consortium, nevertheless, in accord-
ance with the general principles of co-operation in-
herent in the Consortium, it is hoped that they may
be offered by the member groups as an act of grace
for participation on pooling terms.
(¢) Unification.

24. The unification of Chinese Railways under
the Chinese Board of Communications having been
recommended by the Consortium as the policy China
ought to pursue, it may be expedient to recapitulate
some of the reasons which have led to this view.

25. Central financial and engineering organisa-
tion would facilitate a reduction of staff at every rail-
way head office, simplify the keeping of railway ac-

counts, and generally tend to economy.

26. Control of personnel and material by a
Central Board should lead to uniformity and standard-
isation of rolling stock and equipment and the estab-
lishment of a properly trained and efficient railway
service.

a member of the Consortium or not, and with no ad-
vantage to the Consortium Groups which supply the
money other than that they shall have a preference upon
equally favorable terms. This policy should be a sui-
ficient answer to the charge that the action of the

Consortium is unduly monopolistic in its tendencies.

V. LAND TAX.

31. There appears to be some misunderstand-
ing in China with regard to the suggestion that the
Land Tax might at some future date be utilised as a
source of security for a supplementary administrative
loan should the other revenues of the country prove
insufficient for that purpose, or be already fully pledged.
That the collection of Land Tax should be remodelled
on the lines of that of the Maritime Customs, i.e.,
placed under foreign supervision, formed no part of
the suggestion, and was not even discussed. Neither
the application of foreign control to the collection of
Land Tax, nor specific hypothecation of that security,
came within the scope of the conclusions reached at
the Consortium Conference at New York in October,

1920. The project of a loan secured on the Land Tax

I
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was not then and is not now under consideration by
the Consortium.
C. S. ADDIS.
R. TH. DE LA CHAUME.
THOMAS W. LAMONT.

T. OKUBO.
(& #ub
[
Ko R EER QAR

THE CHINA CONSORTIUM.

MINUTES of a meeting of the CONSORTIUM COUN-
CIL held at the Office of the Hongkong and
Shanghai Banking Corporation, London, on
May 15, 1922.

PRESENT.
SIR CHARLES ADDIS, K.C.M.G.
REPRESENTING THE BRITISH
GROUP
MonNsIEUR R. THION DE LA CHAUME
REPRESENTING THE FRENCH
GROUP

plained the circumstances under which there has been no
distribution of the accumulated purchasing commission
on this Railway, and, on the part of the British Group,
expressed their regret.

It was agreed by the British, French and Amer-
ican Delegates that the distribution shall now take
place with arrears of interest at 3 per cent. per annum,
£2,000 being retained to defray audit expenses.

It was further decided to suggest the reduction
of the Auditor’s salary, referring the matter in the first
place to the Peking Representatives for their observa-

tions.

REORGANIZATION LOAN, RUSSIAN ISSUE.
With regard to the form of declaration imposed by the
Chinese Government before payment of the coupons of
this issue, the Chairman stated that the draft telegram
to Peking suggesting a protest had not been despatch-
ed, for two reasons: (a) the French Group was of
opinion that the telegram should be despatched not by
the Consortium but by the Groups signatory of the
Loan Agreement, (b} the Japanese Group stated that

their Representative was already in communication
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MRr. THoMAs W. LAMONT ,
REPRESENTING THE AMERICAN
GROUP

MR. T. OxuBo
REPRESENTING THE JAPANESE
GROUP

IN ATTENDANCE.
MR. W. E. LEVEsON
MoNSsIEUR R. SAINT PIERRE
MR. JEREMIAH SMITH
MR. C. F. WHIGHAM
MR. R. TsuruTA
MR. SutToN

SIR CHARLES ADDIS in the Chair.

The Report of the Council, submitted in draft, was
amended in detail, and adopted. The document was
ordered to be prepared for signature and approval by
the Groups @woio:m to publication : copies also to be
transmitted confidentially to the Representatives in Pe-
king for their observations.

HUKUANG RAILWAYS. The Chairman ex-

with the Chinese Ministry of Finance on the subject.

It was decided to await the result of the Japa-
nese action.

LIANG SHIH-YI. The Chairman read a Mem-
orandum of his conversation with Liang Shih-yi at
Tientsin, on February 18, adding that he did so in
compliance with his promise to Liang, but that circum-
stances which have occurred since that date have rende-

red further action in the matter unnecessary.

PEKING REPRESENTATIVES. The Chairman
stated that he had informed Messrs. Hillier and Mayers
of the date of this meeting, with leave to inform their
colleagues, in order to afford an opportunity for the
representation of any point suitable for discussion, but

that no suggestion had been forthcoming.

SPECIAL CONFERENCE REGARDING LIKIN,
The French Delegate referred to Article 9 of the Hu-
kuang Railways Loan agreement in which the aboli-
tion of Likin was contemplated. It was decided to ad-
dress a telegram to the Representatives, drawing atten-
tion to the clause and directing such necessary steps

as will ensure the substitution of the specified substitute

e
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SHANTUNG RAILWAYS.
presentative stated that the technical difficulties in the

The Japanese Re-

way of pooling the agreements for these railways, to
which allusion was made at the New York Conference,
have now been removed.

It was resolved to convene the next meeting of
the Council at London or Paris during the month of
October next.

The meeting then adjourned.

C. S. ADDIS.

R. TH. DE LA CHAUME.
THOMAS W. LAMONT.
T. OKUBO.
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