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On the 16th of December His Majesty’s Minister
mentioned to the Imperial Japanese Minister for For-

eign Affairs the suggestion made by Lord Curzon to
the Japanese Ambassador on November 19th that a
formula should be found to guard against the very
remote contingency of any project of Consortium which
might be considered to threaten the strategic security
of Japan. Viscount Uchida thought this a helpful sug-

gestion and promised to consider it at once.
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Mr Alston begs leave to enquire whether His Excel-
lency has discovered a formula to meet the case, as
he has now been instructed to inform Viscount Uchida
that His Majesty’s Government have done all in their
power to bring about agreement amongst the Powers
over the Cousortium. Great Britain, France and the
United States are now in complete accord and Japan
alone seems unable to agree entirely. Unless the Con-
sortium be organized His Majesty’s Government will not
feel themselves justified in withholding diplomatic support
from British subjects whose activities are in themselves
proper, whether they be engaged in China or elsewhere;
and Mr. Alston is to remind Viscount Uchida that one
of the objects of the Consortium is to replace the un-
controlled activities in China of individual enterprise
by an organization which can do much to foster good
relations between the powers in China by providing
for the cooperation there of the nationals of those most
interested in that country.

British Embassy
Tokyo
January 12th 1920.
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The Japanese Government have given their serious

Memorandum

consideration to the British Government’s note of the
20th November last relative to the formation of a new
Consortium. The British Government appear to be under
the impression that the proposal of the Japanese Gov-
ernment in regard to South Manchuria and Eastern
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Inner go:momm amounts eithet to the assertion of 4
monopoly of economic interests in that region or to
the establishment of a so-called sphere of interest there,
and further that such a proposal can not be reconciled
with the principle of the independence and territorial
integrity of China.

The Japanese Government desire to set forth once
again their views frankly on the purpose of their propos-
al and invite further consideration on the part of the
British Government on this subject.

From the nature of the case, the regions of South
Manchuria and Eastern Inner Mongolia, which are con-
tiguous to our territory of Korea, stand in very close
and special relations to Japan’s national defence and
her economic existence. Enterprises launched forth in
these regions, therefore, often involve questions vital to
the safety of our country. This is why Japan has spe-
cial interests in these regions and has established there
special rights of various kinds.

The Japanese Government are under no misapprehen-
sion or misgiving as to the purpose of the organization of

the Consortium, and are glad to cooperate, under such
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an arrangement, with the Powers concerned for the pro-
motion of the general welfare of China. But, as is
suggested in the proposed Consortium merely out of
business considerations, to throw open to the common
activities of an international financial combination even
those enterprises in the regions of South Manchuria and
FEastern Inner Mongolia which vitally affect the eco-
nomic existence and national defence of Japan would
be no safe way of providing for the national peace and
security, and for this reason it would hardly meet with
the approval of public opinion in Japan. These consid-
erations were fully set forth by Viscount Chinda in his
interview with Lord Curzon on the Ist September last
year. Furthermore, the recent development of the Rus-
sian situation, exercising as it does an unwholesome
influence upon the Far East, is a matter of grave con-
cern to Japan. In fact, the conditions in Siberia, which
have been developing with such alarming precipitancy
of late, are by no means far from giving rise to a most
serious situation, which may at any time take a turn
threatening the safety of Japan and the peace of the Far
East, and ultimately place the entire Eastern Asia at the

wwnanmarms& by the recent mm<m~ov3mse of the situation.
Consequently Japan is prepared to cooperate in Man-
churia and Mongolia with the financiers of the Powers
concerned so long as the main purpose of their pro-
posal as above enunciated remains respected; nor need
they say that their proposal was prompted by no desire
of making any territorial demarcation involving the idea
of economic monopoly or of affirming or extending
sphere of interest or of acting in defiance of the prin-
ciple of the independence and territorial integrity of
China. It is confidently hoped that the British Govern-
ment will take these points into their most serious
consideration.

Lord Curzon recently 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 pro-
posing a formula to meet the case. It is a cause of gra-
tification to know that the British Government thus
share the apprehensions entertained by the Japanese
Government. In view of the foregoing considerations,

the Japanese Government, while authorizing the Jap-
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mercy of the dangerous activities of extremist forces.
Having regard to these signals of the imminent charac-
ter of the situation, the Japanese Government all the
more keenly feel the need of adopting measures calcu-
lated so avert any such danger in the interest of the
Far East as well as of Japan. Now South Manchuria
and Mongolia are the gate by which this direful
influence may effect its penetration into Japan and the
Far East to the instant menace of their security.

The Japanese Government are convinced that having
regard to the vital interests which Japan, as distinct from
the other powers, has in the regions of South Man-
churia and Mongolia, the British Government will appre-
ciate the circumstances which compelled the Japanese
Government to make a special and legitimate reservation
indispensable to the existence of the State and its people.

In short, the present proposal of the Japanese Govern-
ment in regard to Manchuria and Mongolia is based,
as already explained, on the paramount importance of
the economic existence and national security of the
country, coupled with a due regard for the general

peace of the Far East, a consideration which has been

anese bankers’ group to enter ﬁrm @Howom,.om Consor-
tium on the same footing as the bankers’ groups of the
other Powers concerned, venture to propose to achieve
the settlement of the question at issue by exchanging
between the Governments concerned a note embodying
the sense of the formula hereto attached.
Formula

The Japanese Government accept and confirm the
resolutions passed at the conference of the representa-
tives of the banking groups of the United States,
Great Britain, France and Japan which met in Paris on
May 11th and 12th, 1919, for the purpose of organizing
a new Consortium. In matters, however, relating to
loans affecting South Manchuria and Eastern Inner
Mongolia which in their opinion are calculated to create
a serious impediment to the security of economic life
and national defence of Japan, the Japanese Government

reserve the right to take the necessary steps to gua-

rantee such security.
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1. The South Manchuria Railway and its branches,
together with the mines which are subsidiary to the
railway, are unaffected by the loans to be made.
Hence they do not come within the scope of the com-
mon activities of the new Consortium.
2. The construction of the Kirin-Changchun Railway,
Sinminfu-Mukden Railway and Ssupingkai-Cheng-

chiatun Railway, has been completed, and their opera-
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tion has already been commenced. They fall there-
fore within the category of those enterprises which
according to Art. 2 of the proposed inter-group A-
greement, have already made substantial progress,
and are outside the scope of the common activities
of the new Consortium.

3. The Kirin-Huining (% #k4:%) Raliway, the Cheng-
chiatun-Taonanfu (¥%dykiE) Raliway, the Chang-
chun-Taonanfu Railway, the Kaiyuan-Kirin (5
#) Railway, and the Taonanfu-Jehol (Cheng-teh)
(3kFE#un) Railway and the railway connecting a
point on the Taonanfu-Jehol Railway with a seaport
are branch or feeding lines of the South Manchuria
Railway. Moreover, having regard to the fact that,
as set forth in the memorandum dated,
these lines together with the South Manchuria Rail-
way do not only bear a most important relation to the
national defence of Japan, but also constitute power-
ful factor in the maintenance of peace and order
in the Far East, it is expected that they will be placed
outside the scope of the common activities of the new
Consortium. Both the British and the American Gov-
ernments have already agreed to the exclusion of
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most of these lines. It is not unlikely however that
in case of any loan being floated in future in con-
nection with these railways, the European and Amer-

ican Markets will be invited to subscribe to it.
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Memorandum

The Japanese Government have given their serious
consideration to the memorandum of the United States
Government of the 28th October last relative to the
formation of a new Consortium.

The United States Government appear to be under
the impression that the proposal of the Japanese Gov-
ernment in regard to South Manchuria and Eastern
Inner Mongolia amounts either to exclusive political
pretentions or to the establishment of a so-called sph-
ere of interest.

The Japanese Government desire to set forth once

affect the economic existence and national defence of
Japan would be no safe way of providing for the na-
tional peace and security, and for this reason it would
hardly meet with the approval of public opinion in
Japan. These considerations were fully set forth by
Mr. Debuchi, the then Charge d’Affaires of Japan in
his interview with the Third Assistant Secretary on
the 27th August last year. Furthermore, the recent
development of the Russian situation, exercising as it
does an unwholesome influence upon the Far East, is
a matter of grave concern to Japan. In fact, the con-
ditions in Siberia, which have been developing with
alarming precipitancy of late are by no means far
from giving rise to a most serious situation, which
may at any time take a turn threatening the safety of
Japan and the peace of the Far East, and ultimately
place the entire Eastern Asia at the mercy of the sin-
ister activities of extremist forces. Having regard to
these signals of the imminent character of the situation
the Japanese Government all the more keenly feel the

need of adopting measures calculated to avert any such

danger in the interest of the Far East as well as of

I KESENREEREEE T BXE | KO

R

again their views frankly on the main purpose of their
proposal and invite further consideration on the part
of the United States Government on this subject.

‘From the nature of the case, the regions of South
Manchuria and Eastern Inner Mongolia which are con-
tiguous to our territory of Korea stand in very close
and special relations to Japan’s national defence and
her economic existence. Enterprises launched forth in
these regions, therefore, often involve questions vital
to the safety of the country. This is why Japan has
special interests in these regions and has established
there special rights of various kinds.

The Japanese Government are under no misapprehen-
sion or misgiving as to the purpose of the organization
of the Consortium, and are glad to cooperate under
such an arrangement with the Powers concerned for
the promotion of the general welfare in China, but as
is suggested in the proposed Consortium merely out
of business considerations to throw open to the com-
mon activities of an . international financial combina-
tion, even those enterprises in the regions of South

Manchuria and Eastern Inner Mongolia which vitally

Japan. Now South Manchuria and Mongolia are the
gate by which these direful influences may . effect their
penetration into Japan and the Far East to the instant
menace-of their security.

The Japanese Government are convinced that having
regard to the vital interests which Japan, as distinct
from the other Powers, has in the nmmwo?n,\ of South
Manchuria and Mongolia, the United States Govern-
ment éw:,mww«m&mﬁm the circumstances which compell-
ed the Japanese Government to make a special and
legitimate reservation indispensable to the existence of
the State and its people.

In short, the present proposal of the Japanese Govern-
ment in regard to Manchuria and Mongolia is based
as already explained, on the paramount importance of
the economic existence and national security of the
country, coupled with a due regard for the general
peace of the Far Fast, considerations which have been
strengthened by the recent development of the situa-
tion. Consequently the Japanese Government are pre-
pared to cooperate with the financiers of the Powers

concerned in Manchuria and Mongolia so long as
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the main purpose of their proposal as above enunciated
remains respcted; nor need they say that proposal was
prompted by no desire of making any territorial demar-
cation involving the idea of economic monopoly or of
asserting any exclusive political pretentions or of af-
firming a doctrine of any far reaching sphere of interest
in disregard of the legitimate national aspirations of
China as well as of the interests possessed there by
the Powers concerned. It is confidently hoped that the
United States Government would submit these points
to their serious consideration.

The Japanese Government are gratified that the U-
nited States Government acknowledge in its memoran-
dum now under review the exclusion from the scope of
the common activities of the new Consortium not only
of those Japanese undertakings in Manchuria and East-
ern Inner Mongolia which are already developed and
constitute vested proprietary interests, but also of the
existing options in connection with the railways alread-
y in operation (for instance the proposed continuation
to Taonan of the Ssupingkai-Chengchiatun Railway
and to Huining of the Kirin-Changchung Railway)

the sense of the formula hereto attached.
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and makes it abundantly clear that Japan’s legitimate
rights and interests are in no case to be jeopardized.
Having regard to the considerations of assuring the
national security referred to above, it is expected that
the principal instances of Japan’s legitimate undertak-
ings, as enumerated in the attached statement will be
excluded from the scope of the common activities of
the new Consortium.

The British Foreign Minister invited Viscount Chin-
da, on the 19th November last year, 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. It is believed that the views
of the British Government in this respect are shared
by the United States Government. Accordingly, the
Japanese Government, while authorizing the Japanese
bankers’ group to enter the proposed Consortium on
the same footing as the bankers’ groups of the other
Powers concerned, venture to propose to achieve the
settlement of the matter at issue by exchanging be-

tween the Governments concerned a note embodying
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activities of the new Consortium.

2. The construction of the Kirin-Changchun Railway,
Shiminfu-Mukden Railway and Ssupingkai-Chengchiatun
Railway, has been completed, and their operation has
already been commenced. They fall therefore within
the category of those enterprises which according to
Art. 2 of the proposed intergroup Agreement, have
already made substantial progress, and are outside the
scope of the common activities of the new Consortium.
3. The Kirin-Huining Railway, the Chengchiatun-Tao-
nanfu Railway, the Changchun-Tacnanfu Railway; the
Kaiyuan-Kirin Railway, the Taonanfu-Jehol Railway
and the railway connecting a point on the Taonanfu-
Jehol Railway with a seaport are branch or feeding
lines of the South Manchuria Railway. Moreover, hav-
ing regard to the fact that, as stated in the memorandum
dated , these lines together with the South
Manchuria Railway do not only bear a most impor-
tant relation to the national defence of Japan, but
also constitute powerful factor in the maintenance of
peace and order in the Far East, and also in view of

the fact that, as an extension of the railways already
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1. The South Manchuria Railway and its branches,
together with the mines which are subsidiary to the
railway, are unaffected by the loans to be made. Hence

they do not come within the scope of the common

in operation as set forth in the memorandum of the
United States Government, these lines form the subject
of legitimate rights of Japan, it is expected that they
will be placed outside the scope of the common
activities of the new Consortium. It is not E_Emm_.%
however that in case of any loan being floated in future
in connection with these railways, the European and
American markets will be invited to subscribe to it.
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Note Verbale.

The British Minister on January 12th last handed to
the Minister for Foreign Affairs a Note Verbale on the
subject of the Chinese loan. The Japanese Government
after having carefully considered Lord Curzon’s sug-
gestion for a formula as stated in the British Minister’s
Note Verbale, have worked out the formula which is
deemed by them indispensable for assuring the nation-
al defence of Japan and the economic existence of her
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people and they have recently given instructions to Vis-
count Chinda to reply to the British Government in
the sense of the accompanying memorandum. The con-
clusion arrived at by the Japanese Government on this
subject is. simply a matter of logical consequence which
inevitably follows from the special circumstances in
which Japan is placed as distinguished from the other
three Powers, and the Japanese Government feel convi-
nced that the British Government will fully appreciate it.

The British Minister’s note under review states that
unless the Consortium be organized, the British Gov-
ernment will not feel themselves justified in withholding
diplomatic support from British subjects whose activi-
ties are proper in themselves, whether they be engaged
in China or else-where. Although the new Consortium
has not yet been organized, there exists a Consortium
consisting of the bankers of four Powers, namely
Great Britain, France, Russia and Japan. The so-called
political loans, or loans which in point of fact are to
be applied in discharge of the general expenses of ad-
ministration, no matter whether they be called industri-

al loans or not, fall within the scope of the common
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activities of the Four Power Consortium. While ad-
‘mitting the freedom of individuals of any nationality
to enter upon mnegotiations with the Chinese Gover-
nment in regard to loans which are outside the
scope of the joint operation of the Consortium, the
Governments of the Powers concerned, in adherence to
their avowed policy of concord, are bound not to lend
any diplomatic support to financiers who are not asso-
ciated with the Consortium in regard to loans falling
within the scope of its common activities. This is a
question which has no connection whatever with or-
ganization of the new Consortium.

Ministry of Foreign Affairs,

March 2nd, 1920.
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loans to China; and it is happy to record the hearty
gratification with which it has noted the disavowal by
Japan of any claim to exclusive economic or political
rights with respect to South Manchuria and Eastern
Inner Mongolia.

The American Govt. can not but acknowledge, how-
ever, its grave disappointment that the formula prepared
by the Japanese Governmentis in terms so exceedingly
ambiguous and in character so irrevocable that it might
be held to indicate a continued desire on the part
of the Japanese Government to exclude the American,
British and French banking groups from participation
in the development, for the benefit of China, of impor-
tant parts of that Republic, —— a construction which
could not be reconciled with the principle of the inde-
pendence and territorial integrity of China.

The Government of the United States is not unsym-
pathetic with the proposed objects of the principle
embodied in Japanese formula. It considers, on the other
hand, first, that the right of national self-preservation
is one of universal acceptance in the relations between

states, and therefore would not require specific formula-
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No. 137 (3 Bl9E#ED)

The Government of the United States has received
and carefully considered the memorandum under date
of March 2, 1920, in which the Japanese Ambassador
set forth the views of his Governments as to the for-

mation of the proposed International Consortium for

tion as to its application in any particular instance; and
second that the recognition of the principle is implicit
in the terms of the notes exchanged between Sec-
retary Lansing and Viscount Ishii on November 2,
1917.

This Government therefore considers it advisable that
by reason of the particular relationships of understanding
thus existing between the United States and Japan, and
those which, it is understood, similarly exist between
Japan and the other Powers proposed to be associated
with it in the Consortium, there would appear to be no
occasion to apprehend on the part of the Consortium
any activities directed against the economic life or na-
tional defence of Japan.

It is therefore felt that Japan could with entire assur-
ance rely upon the good faith of the other two pow-
ers associated in the Consortium to refuse their coun-
tenance to any option inimical to the vital interests
of Japan; and that Japan’s insistence that the other
three Powers(accept? )the proposed formula as a con-

dition precedent would only create misapprehension.

It is felt, moreover, that such a formula would not

1
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only be unnecessary, but would lead itself to misconst-
ruction for the reason that it apparently differentiates
between the status of South Manchuria and Eastern
Inner Mongolia, and that of other Chinese territory.
The mere fact of differentiation would, it is apprehend-
ed, give rise to questions which would tend still fur-
ther to unsettle the already complex situation in China.
This Government is therefore hopeful, that the Japa-
nese Government may, in view of its several existing
relationships of understanding with the United States
and the other two Powers, be persuaded to rely upon
their good faith in this matter and forgo its proposal
to require explicit guarantees, the mere statement of
which opens the way for possible misconstruction and
misapprehension in the future.

The Government of the United States has furthermore
been happy to note the readiness of the Japanese Gov-
ernment to enumerate the specific vested interests of
its nationals, in Manchuria and Mongolia, which it would
propose to exclude from the scope of operations of
although it finds it diffi-

cult to believe that in order to meet the necessities of

the proposed Consortium;
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Japanese economic or political security it is essential
for Japan alone to construct and control a railway line
of such a character as the one projected from Taonanfu
to Jehol and thence to the seacoast, it is hoped that
the discussions now in progress in Tokyo between Mr.
Lamont, on behalf of the American Group, and the
Representatives of the Japanese Banking Interests may
result in such a complete understanding on the question
of the specific enterprises in Manchuria and Mongolia,
which it may be found mutually satisfactory to exclude
from the operation of the Consortium, as would en-
able the Japanese Government to accord to that under-
standing its unqualified approval.

In conclusion, the Government of the United States
takes pleasure in the fact that the frank interchanges
of views which have thus far taken place appear to

have resulted in a basis of mutual understanding

which justifies the belief that a speedy completion of
the organization of the Consortium is now possible.

Shidehara.
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No. 232 (betuden)
His Majesty’s Principal Secretary of State for For-

181

eign Affairs, having carefully studied the memorandum
and formula communicated by His Excellency the Jap-
anese Ambassador on March 16th, relative to the po-
sition of South Manchuria and East Inner Mongolia,
under the proposed consortium, has the honour to
make the following observations : —

In the memorandum handed to Viscount Chinda on
November 20th last, Lord Curzon clearly enunciated
the objections felt by His Majesty’s Government to the
Japanese claim to exclude from the sphere of the con-

sortium, large geographical area of China, and he is now

sary to her economic life and her justifiable wish stra-
tegically to protect and maintain the Korean frontier,
they find it impossible to believe that in order to meet
such needs it is essential for Japan alone to construct
and control, for instance, three railway lines, mentioned
in the third reservation, lying to the West of the South
Manchurian Railway.

In order, however, to meet as far as possible the
wishes of the Japanese Government and at the same time
to avoid the mention of specific areas, which rightly
or wrongly might give rise to the impression that a spe-
cial sphere of interest was being officially recognized,
His Majesty’s Government dared to subscribe to a writ-
ten assurance to the effect that the Japanese Govern-
ment need have no reason to apprehend that the Con-
sortium would direct any activities affecting the secu-
rity of the economic life and national defence of Ja-
pan, and they can firmly rely on the good faith of the
powers concerned to refuse to countenance any oper-

ations inimical to such interests.
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regretfully forced to the conclusion that little or no
modification of this original attitude is to be found in
the wording of the formula suggested. The phrase
which runs

“in matters relating to loans affecting South Man-
churia and East Inner Mongolia which, in their opinion,
are calculated to create a serious impediment to the
security of the economic life and national defence of
Japan, the Japanese Government reserve the right to
take the necessary steps to guarantee such security.”
is so ambiguous and general in character that it might
be held to indicate,

Government, a continued desire to exclude the co-oper-

on the part of the Japanese

ation of the other three Banking Groups from partici-
pating in the development, for China’s benefit, of
important parts of the Chinese Republic, and therefore
creates the impression that the Japanese reservation

cannot be reconciled with the principle of the inde-

pendence and the realization of the integrity of China.

While His Majesty’s Government clearly recognizes
the legitimate desire of the Japanese nation to be as-
sured of the supplies for food and raw material neces-
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The Japanese Government have received the mem-
orandum of the United States Government dated March
16th, 1920 giving frank expression to its views again
upon the proposal of Japan relative to the organiza-
tion of a New Consortium for loans to China and have
taken it into their careful consideration.

The Japanese Government are happy to express the
hearty gratification with which they have noted that
the United States Government is fully appreciative of
and even sympathetic with the principle embodied in
the fomula proposed by the Japanese Government. The
United States Government, however, is inclined to think
that the terms and character of the formula may be
taken to indicate a continued desire on the part of
Japan to exclude the other powers from participation
in the development of important parts of China and
that it is likely to create unnecessary misapprehension.
The memorandum adds that the United States Govern-

ment is therefore hopeful that the Japanese Govern-
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ment will withdraw their proposal for the explicit
guarantee embodied in the formula in question. The
Japanese Government, while acknowledging that this
suggestion of the United States is offered in the most
friendly spirit, would like to state that they made the
proposal now under review only because they felt it use-
ful and important to do so in order to make clear the
particular position which Japan occupies through the
facts of territorial propinquity and of her special vested
rights. They never thought of any possibility of the
formula giving rise to any such misapprehension or
misconstruction as is pointed out by the United States
Government. They are glad, however, to notethat it is
not so much to the principle of their proposal as to its
form that the United States Government takes excep-
tion. Accordingly after deliberate consideration, the Jap-
anese Government, relying upon the assurance of the
United States Government that the right of national self-
preservation which forms the basis of the guarantee re-
quired by Japan in order to assure the security of
her national defence and the economic existence of her

people is not only one of universal acceptance, but one
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of which the recognition is implied in the terms of
the notes exchanged between Secretary Lansing and
Viscount Ishii, so that the New Consortium would in
no case embark upon any activities directed against
the national defence and the economic existence of Jap-
an, and so that the Powers associated in the Consor-
tium would refuse their countenance to any enterprise
inimical to the vital interests of Japan, have come to
the decision to accept most willingly the suggestion of
the United States Government and to forgo their demand
for the acceptance of the proposed formula on the part
of the other interested Powers, on condition that these
Powers agree to the above understanding as formulated
by the United States Government. As to the railway and
other enterprises which Japan naturally expects will be
excluded from the scope of the common activities of the
New Consortium, the United States Governmet expresses
a doubt as to whether it is essential for Japan alone to
construct and control such a railway as the Taonanfu-
Jehol line. This railway, together with the line connect-
ing a point thereon with a seaport, was projected

with the strategic object of making it a means of

hand through the Japanese group, inasmuch as such
an extension, being tantamount to a renewal of the
so-called Chinchou-Aigun railway scheme against
which a protest was lodged by Japan when the question
was mooted some years ago, is calculated to have a
serious effect upon the South Manchuria Railway.
(2) In consideration of the particular desire of Japan
that these two lines should be built as speedily as
possible, the Japanese group, after due consultation
with the other groups, may be permitted to under-
take their construction singlehanded in the event of
the other three Powers associated in the New Con-
sortium being reluctant to finance it. In that case,
having regard to the fact that these railways must cross
the Peking-Mukden railway at a certain point, the
American group will give their support to the over-
ture which the Japanese financiers will make to their
British

junction of these lines.

colleagues with a view to perfecting the
As regards concrete questions as to which of the

options that Japan possesses at present in Manchuria

and Mongolia in respect to railways, is to be exclud-
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common defence on the part of China and Japan a-
gainst foreign invasion coming from the direction of Our-
ga, quite apart from the further object of facilitating
the economic development of the districts through
which these lines run. It is therefore a matter of great
regret and surprise to the Japanese Government that
there exists the misunderstanding that these railways will
eventually prove a menace to Peking. Itis confidently
hoped that Japan’s position in this connection may be
fully appreciated by the United States Government. The
Japanese Government, mindful as they are of the com-
mon interests of the Powers, have no objection to a
scheme of making these two railways a joint enter-
prise of the New Consortium, but having regard to the
particular relation in which Japan stands to these rail-
ways, it is hoped that the United States Government will
lend their full support to the following two propositions.
(1) In the event of the New Consortium projecting in

future a scheme of extending the Taonanfu-Jehol rail-

way to the North with a view to connecting them

with the Eastern Chinese railway, the assent of the

Japanese Government thereto must be obtained before-

ed, in accordance with the understanding reached
between the Governments of the United States and
Japan, from the scope of the common activities of
the New Consortium, the Japanese Government entire-
ly share the view of the United States Government
that a settlement satisfactory to both parties will be
arrived at through the discussion now in progress
in Tokio between Mr. Lamont and the representa-
tives of the Japanese banking groups. In this beilef,
the representatives of the Japanese banking groups
are authorized to proceed with the discussion with
Mr. Lamont with the object of arriving at a settle-

ment of questions of this nature.
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Confidential

The Japanese Government have received the mem-

Memorandum

dependence and territorial integrity of China. More-
over as it is apprehended that the indication of territori-
al demarcation may give rise to the impression of offi-
cial recognition being accorded to the principle of a
special sphere of interests, the British Government are
hopeful that any expression of this nature may be a-
voided. The Japanese Government, while acknowledging
that this suggestion of British Government is offered
in the most friendly spirit, would like to state that they
made the proposal now under review only because
they felt it useful and important to do so in order
to make clear the particular position which Japan oc-
cupies through the facts of territorial propinquity and
of her special vested rights. They never thought of
any possibility of the formula giving rise to any such
misapprehension or misconstruction as is pointed out
by the British Government.

They are glad, however, to note that it is not so
much to the principle of their proposal as to its form
that the British Government take exception. Accord-
ingly after deliberate consideration, the Japanese Govern-

ment, relying upon the promise of the British Govern-
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HER
orandum of the British Government dated March 19th,
1920 giving frank expression to their views again up-
on the proposal of Japan relative to the organization
of a New Consortium for loans to China and have
taken it into their careful consideration.

The Japanese Government are happy to express