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Un groupe de banques belges, sous la direction
de la Société Générale de Belgique, est en voie de
formation en vue d’une participation effective aux
opérations du consortium financier international en
Chine. Ce groupe désire étre admis a prendre part
aux réunions qui auront lieu pour la réorganisation
du consortium.

Je suis chargé de notifier ce qui préceéde au
Gouvernement Impérial. J'exprime en méme temps
Vespoir que la réalisation de ce désir ne rencontrera
pas d’objection, puisque des assurances ont été
données au Gouvernement Belge que la Belgique

serait admise effectivement dans le consortium lors
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Aide-Memoire.

The American Embassy has been instructed to

advise the Imperial Japanese Government that, as
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a result of various conferences wd regard to the
practical working of the proposed international con-
sortium for China business, the suggestion has been
made that questions as to what loan agreements
should be included and what options surrendered,
might most easily be settled by negotiations among
the four financial groups concerned; their conclu-
sions, however, to be of course subject to the approval
of their respective Governments. This suggestion has
received the approval of the American Government
which has advised the representative of the American
Group to that effect.

The Embassy has further been instructed, in
communicating this information to the Imperial Japa-
nese Government, to request that, if it perceives no
objection to the procedure proposed, it should take
similar action in regard to the Japanese financial
group.

Tokyo, March 11th, 1919.
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No. 138 betsuden

The American scheme, as understood by His
Majesty’s Government, may be summarised as fol-
lows:
1. It is proposed to establish a system of inter-
national cooperation in Chinese finance in the shape
of a Four Power Consortium, comprising Great
Britain, France, the United States of America and

each Power constituting a representative

AR

Japan,
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group of Banks and Financial Houses, without
prejudice to the claims of Belgium and Russia to
be included at a later date.

2. The Four Groups will share equally in all Chi-
nese Government guaranteed loans, industrial as
well as administrative and financial, which involve
a public issue, but financial operations not involving
a Chinese Government’s guarantee or a public issue
will remain open to all.

3. The Groups will pool all existing and future
options, except such concessions as may be already
in operation.

4. Each national group will receive active and ex-
clusive support of its Government in the sphere thus
indicated.

It is fully realized by His Majesty’s Govern-
ment that the acceptance of these proposals involves
complete reversal of the policy adopted by His Maj-

esty’s Government in 1913 when it was decided to

promise of support by His Majesty’s Government
mwczmm solely to the financial side of such loans, and
that the British group is prepared to dissociate
itself from the industrial side, and while providing
for the flotation of the loans, to put up to public
tender the contracts for the execution of the engi-
neering or other works to be built out of the proceeds
of the loans and for the supply of the necessary
materials.

On these conditions His Majesty’s Government
have authorized the British group to participate in
the operations of the proposed International Con-
sortium and have guaranteed to it exclusive official
support as regards all future public loans to China
which involve a Government guarantee and public is-
sue, whether for industrial, administrative or finan-
cial purposes. At the same time, I must add that any
financial assistance to China on a large scale from

this country cannot be looked for at the present

1 REERIEEEHEE R KARE~NLE 1R

(AREE

exclude industrial loans from the scope of the Con-
sortium’s maﬁiﬁm@ but so convinced are His Maj-
esty’s Government of the urgency, in the interests
not only of China herself, but also of foreign trade
and finance, of adopting some system to ensure the
proper control of loans to the Chinese Government,
that they have determined to depart from their
previous attitude and to authorize on certain condi-
tions participation of a British group in a Consor-
tium constituted on the lines suggested by the United
States Government.

These conditions comprise the enlargement of the
British Group in such a manner as to make it
representative of the banks and financial houses of
this country interested in loans to China and the
pooling by the various members of the group of all
their existing as well as future options for such loans.
Further the inclusion of industrial loans in group

business is subject to the understanding that the

moment, as, having regard to the heavy pressure on
the capital resources of this country for reconstruc-
tion purpeses and to the consequent restrictions im-
posed on capital borrowing in the London market,
His Majesty’s Government have only been able to
assent to British participation in the Consortium,
on the understanding that any loan to China in the
near future must be of very moderate dimension and
that the share of the British group should be carried
temporarily by the Japanese and United States

Groups.
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Your two cablegrams received stop seems to
me my discussions in Japan would have been more
appropriately described as being in connection with
the formation of a group based upon American plan
the same having been simultaneously suggested to
Great Britain, Japan, France rather than by saying
quote American capitalists were in favour of join
investment in China with Japanese capitalists end
quote thereby implying that Great Britain and France
were to be eliminated which impression it was of

course not your desire to create as it was not my
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desire to convey any such impression stop on the
contrary the invitation extended by America looks
to cooperation not only with Japan but with Great
Britain and France also stop beg to inquire if your
government has taken the action which it was pro-
mised would be recommended to your cabinet namely
the agreement in principle to American plan with
appropriate advices to governments Washington,
London, Paris.

Abbott
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Thanks for your cablegram third agreeing to
American plan principal and taking action thereon
stop. Kindley express to Premier Hara appreciation
of Japanese Government’s action the effect of which
will tend to the realization of our mutual desire that
good relations between Japan and America will not
be interfered with but on the contrary will be
extended.
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Sir,

Your most obedient humble servant,

(For Earl Curzon of Kedleston),
(Signed) Gerald Spicer.
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No. 37459/10. F.
FOREIGN OFFICE. SW.IL

March 22, 1919.
Sir,

As you are aware from unofficial conversations
at this Department, His Majesty’s Government have
had under careful consideration the proposal of the
United States Government for the formation of a
new International Consortium to provide loans to
China, and I now have the honour to inform you,
for communication to your Government that they
have decided to authorize a British group to enter
the Consortium under the conditions suggested by
the United States Government.
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1. It was resolved that the principles laid down
for the formation of the new Consortium for Chi-
nese Loan Business, in the note dated July 11th 1918
by the American Government, addressed to the Brit-
ish, French and Japanese Governments and the sub-

sequent memoranda relating thereto be and the same
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are hereby approved.
2. It was resolved:

(a) That in addition to future business all ex-
isting loan agreements and options which involve the
issue for subscription by the public of loans be pooled,
with the exception of agreements and options relat-
ing to industrial undertakings (including railways)
upon which substantial progress has been made;

(b) That the Groups will surrender to the Con-
sortium any such agreements and options which they
themselves possess or control;

(c) That the Groups will use their best en-
deavour to induce other parties who may possess or
control any such agreements or options to surrender
the same to the Consortium.

3. It was declared that the Groups would be prepar-
ed to congider the inclusion of a Russian Group in
the new Consortium as soon as a Government re-

cognized as such by the respective Governments of

IRALEN
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the Groups should be established in- Russia. The
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Chairman was requested to communicate a copy of
this resolution to the Russian Group.
4. M. Simon, having reported that a Belgian Group
had requested that they should be included in the
Consortium as a principal, it was resolved that
favourable consideration should be given to this re-
quest after the formation of the new Consortium.
M. Simon was requested to communicate a copy of
this resolution to the Belgian Group.
5. It was resolved that each Group in the new Con-
sortium shall be a national unit and that no member
of any group shall within the scope of the operations
of the Consortium represent directly or indirectly any
other national interest;

That each Group shall be established by a formal
agreement in writing;

That each of these agreements shall be furnished

to th eother Groups,
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J.P. Morgan and Company, The Kuhn Loeb & Co.,
The National City Bank of New York, The Guaranty
Trust Company of New York and The Continental
and Commercial Trust and Savings Bank of Chicago
(hereafter called ‘“the American Managers”) ~%=x

Reorganization loan X248 1 X 2 X NBEN K=~
N REERESEEE R KARE~NLTIE"

HEO

6. It was recognized in principle that industrial
undertakings and railways in particular should be
handled as an undivided whole and not sectionally,
and it was resolved that instructions be given by the
Groups to their respective Representatives and Engi-
neers to prepare a joint scheme for carrying this
principle into effect.
7. The question of the participation of the Japanese
Group in the Hukuang Railway Loan having been
raised, the other Groups stated that it was their in-
tention, as soon as the new Consortium was formed
and the Japanese Group included therein, to offer to
them an equal share with the other Groups in this
Loan upon the terms of the last mentioned resolution.

All the above resolutions were passed subject to
the confirmation of the respective Governments of
the Groups.

Matsui.

Whereas the British, French, Japanese and American
Groups were formed with the object of negotiating
and carrying out Chinese loan business and are en-
titled to the exclusive diplomatic support of their
respective Governments m SN
] 1 KNHXIENER

Each group reserves to itself the right of in-
creasing or reducing the number of its own members
but so that any member of a group dropping out
shall remain bound by the restrictive provisions here-
of and any member of a group coming in shall become
subject to the restrictive provisions hereof and so
that no group shall (without the consent of the
others) be entitled to admit into its group a new
member who is not of its nationality and domiciled
in its market. The admission of any new group shall
be determined by the parties hereto subject to the
approval of their respective Governments.
11K~ MBI N =
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This agreement relates to existing and future
loan agreements which involve the issue for sub-
scription by the public of loans to the Chinese Gov-
ernment or to Chinese Government Departments or
to Provinces of China or to Companies having
Chinese Government or Chinese Provincial Govern-
ment guarantees but does not relate to agreements
for loans to be floated in China. Existing agreements
relating to industrial undertakings upon which it can
be shown that substantial progress has been made
may be omitted from the scope of this Agreement.
KM NE =

The existing agreements and any future loan
agreements to which this Agreement relates and any
business arising out of stich agreements respectively
shall be dealt with by the said groups in accordance
with the provisions of this Agreement.
FEI&K ~ XN E =

This Agreement is made on the principle of com-

any future loan business falling within the scope of
this Agreement. Should one or more of the parties
hereto decline a participation in the existing Agree-
ments or any of them or in any such future loan busi-
ness as aforesaid the party or parties ascepting a
participation therein shall be free to undertake the
same, but shall issue on its or their markets only.
B ( KEOTRRRNKIEN D For the purpose
of this agreement Z{(-4iXF ¢k
BRI KEODRRPEK 1 ED
BRYK{DRRZEHEK 1 E>ZD
Except to the present members of its own group
RS
K AXENE-

This Agreement shall remain in force for a pe-
riod of five years from the date hereof, Provided
nevertheless that a majority of the parties hereto
may by 12 months’ previous notice in writing adress-
ed to the other parties hereto determine this Agree-

I REEREREREE B> RERE~E 118H

RN
plete equality in every respect between the parties
hereto, and each of the parties hereto shall take an
equal share in all operations and sign all contracts
and shall bear an equal share of all charges in con-
nection with any business (except stamp duties and
any charges of and in connection with realization by
the parties hereto in their respective markets of their
shares in the operations) and the parties hereto shall
conclude all contracts with equal rights and obliga-
tions as between themselves, and each party shall
have the same rights, privileges, prerogatives, ad-
vantages, responsibilities and obligations of every
sort and kind. Accordingly preliminary advances on
account of or in connection with business to which
this Agreement relates shall be borne by each of the
parties hereto in equal shares and each of the parties
hereto shall be entitled to participate equally in the
existing Agreements and will offer to the other

parties hereto an equal participation with itself in

ment at any time.
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MEMORANDUM

HEN Kmyjm

The Government of the United States announces
its acceptance and confirmation of the resolution
that has been adopted unanimously by the Confer-
ence of Bankers held on May 12th in Paris and urges
upon the Imperial Japanese Government that it will
promptly, and without delay, give like no:mgumﬁ.ob
in order that the formal recognition of the new con-

sortium may be completed previous to June 18th, on
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which date the old consortium agreement expires.
The Embassy has been informed that like repre-
sentations have been made by the Governments of
France and Great Britain.

Tokyo, June 2, 1919.
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1918, I have the honor to inform you that at a meet-
ing of representatives of the banking groups of
Japan, Great Britain, France and the United States,
held at Paris on May 12, 1919, with the sanction of
their respective Governments, for the purpose of
organizing an International Group for financial busi-
ness in China, the enclosed resolutions were un-
animously adopted, subject to confirmation by the
Governments concerned.

The Government of the United States, on its
part, accepts and confirms the above resolutions and
it is hoped that the Imperial Japanese Government
will promptly give like confirmation in order that the
formal organization of the new consortium may be
completed, prior to the expiration of the old con-
sortium agreement on June 18 next.

Accept, Excellency, the renewed assurances of
my highest consideration.

(Signed) Breckinridge Long,
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American State Department to Embassies.
May 31, 1919.
Excellency :

. . 1)
Referring to Mr. Lansing’s note of October 8,

Acting Secretary of State.
His Excellency
Viscount Kikujiro Ishii,

Japanese Ambassador.

(E2)
Enclosure: Resolutions.
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“The draft of the agreement was read and ap-
proved and it was resolved that the same should be
submitted for the further consideration of the groups

in consultation with their respective governments.”
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First National Bank
National City Bank

R

Guaranty Trust Company of New York
Chase National Bank
National Bank of Commerce
Bankers Trust Company
Central Union Trust Company
Equitable Trust Company
Harris, Forbes and Company
(All of New York)
Lee, Higginson & Company
Kidder, Peabody Company
First National Bank
National Shawmut Bank
(All of Boston)
Continental & Commercial Trust and Savings Bank
First Trust and Savings Bank
Illinois Trust and Savings Bank

Northern Trust Company
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(All of Chicago)
Commercial Trust Company, Philadelphia
Girard Trust Company, Philadelphia
Union Trust Company of Pittsburgh
Mellon National Bank of Pittsburgh
St. Louis Union Trust Company
Mercantile Trust Company
Mississippi Valley Trust Company

(All of St. Louis)
Anglo & London Paris National Bank
Bank of California, N.A.
Wells Fargo Nevada National Bank

(All of San Francisco)
Whitney Central National Bank, New Orleans.
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Viscount Uchida tells me that his most recent
information indicates that Great Britain representa-
tive has proposed an extension of the old Consortium
for a year or until the new has been completed. He
understands that French representative has expressed
agreement with this suggestion and the Japanese
representative is prepared to act accordingly. Vis-
count Uchida feels that until he is fully advised of
entire situation including the attitude of France and
Great Britain he cannot urge upon the Japanese

representative any further action.
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upon the very special relations which Japan enjoys
geographically and historically, with the regions
referred to, and which have been recognized by Great
Britain, the United States, France and Russia on
many occasions. In this connection I would wish to
specially draw your attention to a note from the
Secretary of State to the Japanese Ambassador, dated
Washington, 2/11, 1917.
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For your information I would wish to communi-
cate to you that we have been instructed by our
principals in Japan that all the rights and options
held by Japan in the regions of Manchuria and
Mongolia, where Japan has special interests, should
be excluded from the arrangements for pooling pro-

vided for in the proposed agreement. This is based
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Referring to your telegram received 5th July the
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British, French, Russian and Japanese groups foresee
difficulty in admitting Chinese group to participation
consortium but consider it undesirable at present
stage to shut the door against their inclusion. The
groups therefore request you to suggest Chinese
Government should ask their group to formulate its
proposal stating what option and concession would
be brought into the pool and at same time to make
definite application for admission to consortium,
which groups could then consider at their next meet-
ing. The foregoing we have consulted American

group who concur,
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MEMORANDUM

The Government of the United States is inform-

churia from the scope of the consortium would be
inadmissible; but that the whole question raised was
one of such grave importance that it was felt to be
beyond the immediate competence of the financial
groups to discuss, and that he would therefore, bring
the matter to the attention of his Government,

The Hsvoim_ Japanese Government has not in-
dicated that it shares the opinion expressed by the
Japanese bankers; but inasmuch as the question
raised by the latter has been referred to this Govern-
ment by the American representative, it is felt to
be appropriate to bring the matter to the notice of
the Imperial Government.

It may be that the Japanese banking group is
under a misapprehension as to the objects and pur-
poses of the consortium, which are to make loans to
the Central Government of China, or to the provincial
governments, for administrative or industrial pur-

poses and to include all such loans as have the
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ed that, at the bankers conference held in Paris dur-
ing May and June last to discuss matters relating to
the new consortium for China, the Japanese finan-
cial delegates, acting under instructions from their
principals, asserted that “all the rights and options
held by Japan in the regions of Manchuria and Mon-
golia where Japan has special interests should be
excluded from the arrangements for pooling provided
for in the proposed agreement,” because of “the very
special relations which Japan enjoys geographically
and historically with the regions referred to and
which have been recognized by Great Britain, the
United States, France and Russia on many occasions.”

The Government of the United States is further
informed that the position taken by the representa-
tive of the American Group, with the approval of
the British and French financial representatives,
was that, so far as the banking groups were con-

cerned, any attempt to exclude Mongolia and Man-

guarantee of the Central Government or any of the
provincial governments and which involve a public
issue. They do not, however, contemplate the elimina-
tion of private enterprise or the activities of financial
or industrial corporations, nor would it be the desire
of this Government that they do so.

The Imperial Japanese Government will readily
understand that the Government of the TUnited
States could not consistently consent that the Ameri-
can bankers agree to the reservation proposed, for
the reason that it is believed to be an essential
prerequisite to the proper functioning of the con-
sortium that all Chinese business of the classes pro-
posed as appropriate for the activity of the con-
sortium be avaiable for it. Reservations of reigons
can only impair its usefulness as an instrument for
good, and limitations on its activity can only detract
from its utility as a means for promoting interna-

tional cooperation among those most interested in

i



0 EAEERCREREE R KERE~NE WK
China. Moreover, as all other parties to the arrange-
ment have agreed to pool their rights and options
without other reservation than that contained in
the terms of the agreement itself, it is only equita-
ble that the same rule should apply to all alike.

If the Government of Japan is unable to con-
vince the Japanese bankers of the justness of adher-
ing, without reservation, to the agreement as ac-
cepted by the bankers representing the groups of
the United States, Great Britain and France, the
Government of the United States will receive the
information with keen disappointment and sincere
regret; for it is felt that the relations established
during the Great War between these and other na-
tions have laid a basis upon which the work of peace
might be erected by cordial co-operation and to their
mutual advantage. The Government of the United

States believes that the consortium is one of those

mediums for constructive work through which the
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I have honour to explain, for the information
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of Japanese Government, the exact conditions on
which His Majesty’s Government was prepared to
guarantee to the British group to take part in the
International Consortium for providing loans to
China exclusive official support as regards all future
public loan involving government guarantee and
public issue, whether for industrial, administrative
or financial purposes.

British group have unfortunately found it im-
possible to comply with condition as to its enlarge-
ment in such manner as to render it sufficiently
representative of British financial houses of good
standing interested in loans to China to prevent
criticism on the ground of exclusiveness.

I have therefore reluctantly been forced to
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helpful spirit of the relations which were so cement-
ed during the war may be translated into cooperative
action. That this view is not held alone by the Gov-
ernment of the United States is evidenced by the de-
sire on the part of the British and French Govern-
ments to cooperate in the consortium and by the
requests for representation therein from the Gov-
ernment of Belgium, and from the bank of Russia,
both of which are now under consideration. It is,
therefore, the confident hope of this Government that
the Imperial Japanese Government will also share
this view, and will so inform the Japanese banking
group.

Department of State.

Signed (Robert Lansing)

Washington, July 30th, 1919.
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conclusion that in this matter it is not possible to
attain finality or to satisfy all present and future
claimants to participation.

At the same time however His Majesty’s Govern-

‘ment would not feel justified in conferring monopoly

of official support on a group, constitution of which
conflicts with most essential of the conditions laid
down by them.

I have, however, informed British group that
His Majesty’s Government will continue, as hitherto,
to afford them fullest possible measure of support in
all operations arising out of their connection with
Consortium, and they .are prepared to accept, sub-
ject to concurrence of other Governments concerned,
formula proposed by American Government regard-
ing measure of support to be accorded by the Gov-
ernments to their respective national groups.

Regarding Consortium as proposed by the Amer-

ican Government, His Majesty’s Government desire

Mt
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that the British group as at present constituted
should, in view of their established and predominant
position in China, be regarded as the representative
of British partner in the Consortium, even though
they are unable to give them a guarantee of exclusive

official support.
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The Japanese Government accept and confirm
the resolutions adopted at the meeting of representa-
tives of the wwzwm:m groups of the United States,
Great Britain, France and Japan at Paris on May
11 and 12, 1919, for the purpose of organizing an
International Consortium for financial business in
China; provided, however, that such acceptance and
confirmation of the said resolutions shall not be held
or construed to operate to the prejudice of the special
rights and interests possessed by Japan in South
Manchuria and Eastern Inner Mongolia.
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British Foreign Office to Japanese Embassy
No. 112250/10F.
MEMORANDUM
On the 22nd of last month Earl Curzon of

Kedleston had the honour to address to the Japa-
nese Ambassador a mwmm on the subject of the Brit-
ish participation in the International Consortium
for providing loans to China. This note will have
made it clear to Viscount Chinda that with the
exception of the condition concerning exclusive offi-

cial support to the British group,—a point which has
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been satisfactorily settled by the adoption of the
American formula defining the measure of support
to be accorded by the Governments concerned to
their respective national groups,—His Majesty's
Government have accepted in their entirety the
original proposals of the American Government for
the formation of the International Consortium as set
out in a note addressed by Lord Curzon to the Japa-
nese Charge d'Affaires on March 22nd last. This
scheme, as Viscount Chinda is doubtless aware, com-
prises the pooling by the groups of all their existing
and future options in China, except such concessions
as may already be in operation.

His Excellency has probably also had occasion
to study the minutes of the inter-group meetings
held in Paris on the 11th and 12th of May last, at
which resolutions were unanimously adopted, subject
of course to the approval of the Governments con-

cerned, providing for the pooling by the groups of
HIRIES
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all their existing loan agreements and options involv-
ing a public issue and even pledging the groups to
use their best endeavours to induce other parties
who may possess or control any such agreements
or options to surrender the same to the Consortium.

At the present moment the British, American
and French Governments have all informed their
respective groups of their approval of these Minutes,
subject always to the American definition of the
measure of official support to be accorded to them,
but so far as Lord Curzon is aware no such approval
has as yet been intimated by the Japanese Govern-
ment, with the result that the urgent work of
organizing the Congortium has been brought to a
standstill.

His Majesty’s Government have heard, with the
utmost regret, that the Japanese financial delegates
in Paris, acting under instructions from their prin-

cipals, have informed their colleagues that ‘“all the

In these circumstances His Majesty’s Govern-
ment feel justified in bringing this matter to the
notice of the Japanese Government,—as they hear
has already been done by the American Government,
—and requesting them to direct the Japanese group
to modify their attitude on this all-important point.

One of the fundamental objects of the Ameri-
can proposals, as accepted by the British, Japanese
and French Governments, is to eliminate special
claims in particular spheres of interest and to throw
open the whole of China without reserve to the
combined activities of an International Consortium.
This object cannot be achieved unless all the parties
to the scheme agree to sacrifice all claim to enjoy
any industrial preference within the boundaries of
any political sphere of influence. Manchuria and
Mongolia are important provinces of China and any
attempt to exclude them from the scope of the

Consortium would constitute a direct negation of
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Meo

rights and options held by Japan in the regions of
Manchuria and Mongolia, where Japan has special
interests, should be excluded from the arrangements
for pooling provided for in the proposal agreement”
because of “the very special relations which Japan
enjoys geographically and historically with the re-
gions referred to and which have been recognized
by Great Britain, the United States, France and
Russia on many occasions”.

His Majesty’s Government are further informed
that the position taken up by the British, American
and French groups towards this claim of the Japa-
nese group was that any attempt to exclude Man-
churia and Mongolia from the scope of the Con-
sortium would be inadmissible, but that the whole
question raised was one of such grave importance
that it was felt to be beyond immediate competence
of the Groups to discuss and must therefore be re-

ferred to the decision of the Governments.

the principle on which the Consortium is based,
would provoke the revival of similar claims on the
part of other nations and thus perpetuate the very
difficulties which the Consortium is designed to
obviate. Moreover as all other parties to the arrange-
ment, except the Japanese group, have agreed to pool
their rights and options without other reservation
than that contained in the terms of the agreement
itgelf, it is only equitable that the same rule should
apply to all alike.

His Majesty’s Government have every reason
to believe that the Japanese Government will share
these views and will cause the Japanese group to
withdraw their claim to the exclusion of Manchuria
and Mogolia from the scope of the Consortium.
FOREIGN OFFICE, S.W. 1.

August 11th, 1919.
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June 27th, 1919,
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Mr. J. W. Lamont,

Hotel de Crillon,

PARIS.
Dear Sir,

I beg to inform you that I have just received a
cablegram from Tokio to the effect that the Japa-
nese Group of the New Consortium for financing
China is constituted of the following eighteen banks:
_ The Yokohama Specie Bank, Ltd.,

The Industrial Bank of Japan,

Bank of Chosen,

Bank of Taiwan,

The First Bank,

The Fifteenth Bank

The Mitsui Bank,

The Hundredth Bank,

The Yasuda Bank,

The Mitsubishi Bank,

The Thirty-fourth Bank,
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The Omi Bank,
The Naniwa Bank,
The Konoike Bank,
The Sumitomo Bank,
The Yamaguchi Bank,
The Kajima Bank, (The Kashima Bank)
The Third Bank.

I remain,

Your Very truly,
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MEMORANDUM
The Government of the United States has re-
ceived and carefully considered the EmBoam:g:.B

dated August 27, 1919, in which the Imperial Japa-

project which all the other interested Governments
and groups have treated in a liberal and self-denying
spirit and with the purpose of eliminating so far as
possible such disturbing and complicating political
motives; and it considers that from the viewpoint,
either of the legitimate national feeling of China or
of the interests of the Powers in China, it would
be a calamity if the adoption of the consortium were
to carry with it the recognition of a doctrine of
spheres of interest more advanced and far-reaching
than was ever applied to Chinese territory even in
the period when the break-up of the Empire appeared
imminent.

It can only be assumed that in taking its present
position the Japanese Government has misapprehend-
ed the purposes of the consortium and assumed that
it is the intention of the other Governments to
encroach upon the existing vested Japanese interests

in the region indicated. That such is not the inten-

W REEREREHEE BN REABR~NE M)
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nese Embassy advised it that ?m Japanese Govern-
ment accepted and confirmed the resolution adopted
at the meeting of the representatives of the bankers
groups of the United States, Great Britain, France
and Japan at Paris on May 11 and 12, 1919, for the
purpose of organizing an international consortium
for financial business in China, subject, however, to
the following proviso:

“that the acceptance and confirmation of the
said resolution shall not be held or construed to
operate to the prejudice of the special rights and
interests possessed by Japan in South Manchuria
and Eastern Inner Mongolia.”

This Government, after an earnest study of the
proposal thus made, reluctantly finds itself unable
to assent to the proviso in reference to South Man-
churia and Eastern Inner Mongolia: it can only
regard the reservation in the form proposed as an

intermixture of exclusive political pretensions in a

tion may be seen from the wording of the inter-
group agreement of May 11th which in Article I
specifies that only those industrial undertakings are
to be pooled upon which substantial progress has not
been made. This wording plainly excludes those
enterprises which are already developed and thus
constitute vested proprietary interests (such as the
South Manchuria and Ssupingkai-Chengchiatun Rail-
ways, the Fushun collieries, et cetera) and may
fairly be interpreted to exclude likewise the exist-
ing options for the extension of railways already in
operation (for instance the proposed continuation
to Taonan of the Supingkai-Chengchiatun Railway
and to Hueining (Hoiryong) of the Kirin-Changchun
Railway.) If Japan’s reservation is urged with a
view solely to the protection of existing rights and
interests, it would seem that all legitimate interests
would be conserved if only it were made indisputably

clear that there is no intention on the part of the

(BN
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consortium to encroach on established industrial
enterprises or to expect the pooling of existing Japa-
nese options for the continuation thereof: and this
Government feels that the Japanese Government
should be amply content with the understanding that
certain specific enterprises are exempt. This Gov-
ernment can not accept a geographical reservation
which would not but lent itself to implications which
are foreign to the purposes of the consortium. But
it is still hopeful that the Japanese Government may
find it possible to authorize its banking group to
enter the proposed consortium with full assurance
that no legitimate Japanese rights or interests would
thereby be jeopardized.
(Signed) Robert Lansing.
Department of State,
Washington, October 28, 1919.
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His Majesty’s Government have now, after the Eemﬁ
careful consideration of the Japanese contention, ={}~
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British Foreign Office to Japanese Embassy

golia.

His Majesty’s Government have now, after the
most careful consideration of the Japanese conten-
tion, been forced to the conclusion that they could
not justifiably accept the claim for the exclusion of
Southern Manchuria and Eastern Inner Eosmo:,m
from the sphere of activity of the Consortium if it
were intended as a territorial claim.

As was pointed out to the Japanese Ambassador
in the Memorandum communicated to His Excellency
on August 11th, the admission of such a claim to
a monopoly of commercial interests in a large geo-
graphical area of China would be a direct infringe-
ment of the fundamental idea underlying the creation
of the Consortium, which was to abolish spheres of
interest and throw open the whole of China to the
activities of an international financial combination.

Lord Curzon, however, cannot help thinking

that the Japanese Government must be labouring
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On September 1st His Excellency the Japanese
Ambassador communicated to Earl Curzon of Kedles-
ton the following memorandum :—

“The Japanese Government accept and confirm
the resolutions adopted at the meeting of the Repre-
sentatives of the bankers’ groups of the United
States, Great Britain, France and Japan at Paris
on the 11th and 12th May 1919, for the purpose of
organising an international Consortium for financial
business in China; provided, however, that the ac-
ceptance and confirmation of the said resolutions
shall not be held or construed to operate to the pre-
judice of the special rights and interests possessed
by Japan in South Manchuria and Eastern Inner
Mongolia.”

At a subsequent interview with Lord Curzon,
Viscount Chinda, in aeccordance with instructions
received from His Government defined what was

meant by South Manchuria and Eastern Inner Mon-

under a misapprehension as to the scope and pur-
pose of the Consortium. It is not and never has been
intended that under the guise of the Consortium
vested interests should be encroached upon. Article
1 of the inter-group agreement of May 11th last
specifically lays down that agreements and options
relating to industrial undertakings (including rail-
ways), upon which mn_omgzim_ progress has been
made, need not be pooled. Indeed the sphere of the
new Consortium is definitely limited to the financing
of future undertakings in China and was never meant
to extend to established industrial enterprises.

So far as Southern Manchuria is concerned, Lord
Curzon recognises that there are in that province
important railways and other industrial enterprises
which have been developed or are in course of develop-
ment by Japanese enterprise and which are clearly
not within the sphere of the Consortium.

Such is not however the case in Eastern Inner
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Mongolia where although options for railways have
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been granted to Japan nc work has yet been begun.
Indeed such a claim as is put forward by the Japa-
nese Government in regard to Eastern Inner Mon-
golia amounting to the reservation of an exclusive
interest in a large area whose southern boundaries
practically envelop Peking and encroach upon the
province of Chihli, cannot be reconciled with the
maintenance of the independence and territorial in-
tegrity of China which Japan has so often pledged
herself to observe.

It is confidently hoped therefore that when the
question is viewed in this light, the Japanese Govern-
ment will see no objection to modify their present at-
titude as regards both South Manchuria and Inner
Mongolia and will authorise the Japanese banking
group to enter into the new Consortium on the same
basis as the other groups, that is, without any

special reservations.
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The Japanese Government will also no doubt rec-
ognise the urgent need of promptitude in dealing
with the situation in view of the disastrous situation
on the verge of which China appears now to find
herself.
20th November 1919.
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Lord Curzon invited Viscount Chinda, if there is
any fear that any project launched under the aegis
of the Consortium might threaten the strategic
security of Japan, to guard against this danger by

proposing a formula to meet the case.
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