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BRITISH POLICY IN THE FAR BEAST 1937-1939.

P.A, Herriman.

Abstract.

Intreduction. Britain's naval power in the world and the Far East
and her commercial and political stake in China. Britain's attitude

towards Japanese aggression in relation to American isolationism
and the deteriorating European situation in 1937.

Part I (1937-1938). Britain's reaction to the Sino-Japanese conflict
is connected with America's refusal to contemplate joint action of
which the Brussel's Conference is an example. Increasing Japanese
attacks on foreign interests alarmed both Britain and America and
staff conversations took place in January 1938, Collective security
through the League of Nations failed in 1937-38, and Britain
separately considered means of aiding China. The situation at

Shanghai and Tientsin indicate the danger to British political and
economic interests in the face of Japanese attacks.

Part IT (1938-1939). The European situation, the American attitude and
the progress of British rearmament conditioned British policy in the
Far East during 1938-39. The conflicting views of the British Embass-
ies in China and Japan increased Lord Halifax's difficulties. During
1938-3G League action again failed and Britain became increasingly
concerned with the Anti-Comintern negotiations at Shanghai,Tientsin
and Hankow and throughout China Britain economically and politically
lost ground. The British also considered the possibility of further
credits to China, of sanctions against Japan and the desirability of

a Chinese declaration of war.

~Part 111 The situation at Tientsin is taken to the Tokyo
talks in July 1939. The Anglo-Japanese formula and the denunciation
of the American-Japanese trade treaty by America brought reactions in
Britain and Japan. The negotiations at Tokyo are divided into
guestions relating to public order and currency matters. The Nazi-
Soviet non-aggression pact created new circumstances in the Far East

for Britain.



Conclusion. Appeasement had left Britain weak. American

isolation and German aggression gave Britain no choice but to

constantly negotiate with Japan until the British rearmament
programme was complete.
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BRITISH POLICY TOWARDS THE FAR EAST 1937-1939.

P.A.HERRIMAN.

INTRODUCTION.

Britain was successfully able to resist aggression,
before and during the First World War, by means of her naval
power. Her ability to continue to do so, however, decreased
with the shift of the centre of gravity of naval power.
With the growth of the American and Japanese navies the Pacific
and not the Atlantic or the Mediterranean played an increasingly
large part in her strategic policy.

As a result of the peace settlement after the war Japan
"provided a potential threat to the security of the sea
communications between Great Britain, India, Australia and
New Zealand. It therefore became desirable that a British
fleet should be stationed in the Far East."1 With this in mind
a great naval base was planned at Singapore which became the
key to the British defence of the East. Britain's fleet however .
remained in European waters on the assumption that war was
unlikely for the next ten years., At the same time she strove to
keep the balance of naval power in her favour by the Washington
Treaty of 1921 which re-established her strength over Japan:
by the Four Power Treaty: and the Nine Power Treaty relating to
the integrity of China. These treaties, however, failed in their
main objective. In reality Japan found that neither Britain
nor America could build naval bases nearer to Japan than Singapore
and Hawaii. Furthermore they drove her into the arms of
Germany.2 Therefore, although after the Manchurian

1. S.W.Kirby. History of the Second World War: War against

Japan, Vol.1,p.2.
2. ibid., p.5.
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Crisis in 1932 the British chiefs of staff declared "it would

be the height of folly to perpetuate our defenceless state in

the Far East?3it was not until 1934, with Germany as a potential
aggressor and Japan on the march that Britain decided to rearmk
Singapore's defence made slow headway due to the difference of
opinion between the navy-army group and the airforce protagonists.

The event which changed the face of British strategic policy
in the Far East was the Anglo-German treaty of June 1935. This
gave Germany the right to build up to thirty-five percent of the
surface tonnage of the British navy.

"It completely altered the strategic position in the Far
East, for the rebirth of Germany's navy meant that, when her
building programme was completed, the greater part of the British
fleet would have to be retained in home waters regardless of
events in the Far East'!5

Later in the same year the London Naval Conference met
without Japan, agreeing to a qualitative but not quantitative
limitation ratio of 5: 5: 3: for British, American and Japanese
ships respectively. They added an escape clause however
enabling powers to depart from the clauses of the treaty if
another power contravened the limitations. Almost immediately
Japan began a naval building programme.

In November 1936 Japan joined the Anti-Comintern pact:
"International relations in all parts of the world became

more closely knit and intertwined. What Italy did involved two
continents. What Germany did and planned embraced the Western

3. ibid.p.11.
L. 1bid.p.12.
5.71bid.p.13.
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world. What Japan did and planned comprised the Eastern world.
What the three planned together included the whole world,"6 and
was a threat to its stability. ’

In 1937 the British chiefs of staff gave Japan second to
Germany as a possible enemy. W"They pointed out that in a war with
Germany, even with France as an ally, a British fleet at least
equal to the German navy would have to be retained in home waters.
The strength of the fleet which could be sent to the Far East would
have to be governed by home requirements."7 The security of the
United Kingdom and Singapore were cardinal factors in British.policy.
Loss of Singapore would endanger all the British Commonwealth.

The British government, however, because it did not believe Japan
would risk war unless Britain became involved in a European war,
therefore kept the fleet in Eurcopean waters, as "the retention of the
fleet in European waters would tend to be a factor in the preservation
of peace in the East. ng

At the time of the outbreak of the Sino-Japanese conflict the
fortifications of Singapore were still unable to protect that city
for more than seventy days.9 Britain's vast interests in China and
Hong Kong were protected by no more than token forces. The safety
of Singapore and Britain's Chinese irmterests both therefore rested on
her ability to send a fleet. Britain had to make a choice: To
sacrifice her inteprests in the East and avoid war?: To take a firm
attitude?: Or play for time until British rearmament enabled her to
play a stronger hand against Japan. All alternatives especially the
lastlggo depended upon the degree of American support Britain could
gain.

6. Cordell Hull - Memoirs vol.1. p.397.
7. Kirby S.W. op.cit. p.17.

; iblg p.18.

. ibid .p.17. ’
10. 326 HC. Deb. 5.s.cel354L.
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Britain's political position in China was built up on her
financial stake in trade and investment. Her share in China's import
and export trade was enormous.j1 She also controlled a large amount of
China's resources besides beiﬂg in herself one of the three best
endowed political/economic units in the world. She controlled half
the foreign investments in China (forty-nine percent including
investments in Hong Kong), and nearly half the shipping (forty
point one percent}.12 - These investments and trade would be
weakened by the Japanese encroachment in China.'>  Already by 1937
Japan monopolized the trade and investments of Manchukuo, whilst her
éhare in Chinese investments and shipping was second only to Great
Britain,'and in Chinese trade second only to America. The first
step towards the development of a Japanese economic bloc was taken
in 1938 with the establishment of the North China and Central China
Development Companies. It was however admitted that judged in terms
of resources the position of the Far Eastern bloc (Japan, Manchukuo
and China) would certainly be weaker than that of the British _
Empire, the United States, or probably the Union of Soviet Socialist
Republics. Hence Chamberlain's statement in the House of Commons
on 1st November that a reconstructed China under Japan could not
possibly survive without British financial aid, 'k

American investments in China were only one-sixth of Great
Britain's, but their investments in Japan were balanced. . The chief
American interest in the Far East was in trade from Japan, It is
interesting to note that America was primarily interested, from a
material point of view, in Japan, whereas the British stake was in
China. Britain therefore had more to lose than Amer1ca.1§'

R.I.I.A., China and Japan, Information Dept .Paper, no.21.

C. F. Remer, Forei nvestments in China (figures for 1931)
2 Hd eb. 58 col.
9 and 82. ' ' '

A.I.4,, ina_and Japan, Information Dept.Paper, no.21.
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Apart from the larger share Britain held in Chinese business
investment, she also held various Concessions throughout China
which were administered by British Law. The Chinese government
were also obligaked. to her under four headings: 1. Loan secured
on the Maritime Customs, 2. Loans secured on the Salt Gabelle,

3. Railway loans carrying the government guarantee, 4. Unsecured
loans. With the exception of the loan secured on the Maritime
Customs payment was either partially or wholly in default.16

Japan's aim was to establish an economic bloc to take the
place of her absclute dependence on exports from the British
Empire and America. The process began with the rape of Manchuria
and the gradual infiltration into Northern China. (The Marco Polo
Bridge incident of July 1937 was the logical outcome of Japanese
policy). The colonial powers were not blind to the prevailing
discontent which had been brought into the limelight by the Italian
policy of expansion in Abyssinia, and of the desires of Japan for
colonies. Great Britain had, in fact, already made an official
pronocuncement on the subject in the statement by Sir Samuel Hoare
to the League on 11th September 1935, Referrlng to the preponderant
advantages which certain countries had/sald that it was "not
unnatural that such a state of affairs should give rise to fear lest
exclusive monopolies be set up at. the expense of those countries that
do not possess colonial empires .eo The view of His Majesty's
government is that the problem is economic rather than political
and territorial.” He suggested a free distribution from colonial
areas and added, "the government that I represent will, I know,
be prepared to take their share in any collective attempt to deal
in a fair and effective way with a problem that is certainly
troubling many people at present and may trouble them even more in
the future.”'’/ Hoare's reference to 'collective attempt! and
| 'trouble in the future' were to prove prophetic.

16. ibid.

17. R.I.I.A, Raw: Materials arﬁ Information Dept Paper no. 18,p.12
olonies.
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This remained British policy in 1937, and with the
formation of the Hayashi cabinet in Tokyo which seemed to
presage a new deal for China, an unofficial trade mission visited
London, America and Europe.. Its aim was to try and lift Japan
from her economic isolation. It was followed by an arproach
to Britain for a better mutual understanding and resulted in.
diplomatic pourparlers in London in the early summer of 1937..
Japan feared trade blockade and a decline in her export trade,
while Britain, in return for concessions to Japan in her colonial
markets, wanted a naval armaments agreement, and respect for her
Chinese interests. Unfortunately the Japanese army in China
showed no sign of améliorating their attitude, and by July 5th,
when fighting broke out, no definite date had been fixed and
Eden said in the House of Commons on 21st October, 1937,

"These conversations were interrupted at once on the outbreak
of the conflict, and their resumption is clearly impossible in
the present conditions".18 The outbreak of fighting also
scotched an Australian proposal for a pact of non-aggression
among contries in the Pacific made at the Imperial Conference
in London in May 1937.

China's reaction to a rapprochement between Japan and Great
Britain was one of alarm, as she knew it was virtually impossible
for the two to agree without some measure of British recognition
of Japan's new order in Manchukuo and North China. She also
doubted whether any agreement would stop further Japanese
aggression. China, too, although closely implicated in the
proposed talks had not been consulted, and her fears were not
allayed by the British assurance that no actions detrimental to
China were envisaged.

18. 327 H.C, Peb, 58.c0l63.
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Cordell-Hull says that by mid 1935 it was clear that,

MJapan was consolidating her position in Manchuria and
exerting every effort to keep China disunited until Japan was

ready for another broadscale military move."19

The United States both in naivety owver the Nye Committee
of 1934 and isolationism helped the Japanese in their conviction
that no one would intervene in any attack on China.20 Japan
had just gained a diplomatic victory over the Russians concerning
the Amur River dispute. The Japanese army also believed that
the recent purges had incapacitated the Union of Soviet Socialist
Republics., Britain preoccupied in Europe was considered too
weak to resist Japanese aggression in China by herself.

In the world theatre the portents were not encocuraging.
The Spanish conflict was still continuing. = Hitler had occupied
the Rhineland in March of the previous year, and had already torn
up the military clauses of the Versailles Treaty. His efforts
were obviously to consolidate Germany'!s position on her western and
eastern frontiers in order, as was suspected, and later proved,
to free her hands for action in the south, There was the
general stocktaking which took place in Central and Eastern
Burope, faced with the grim realities of a discredited League,
a rearmed Germany, and an aggressive Italy. There were international
problems concerning Palestine and Syria in the Middle East,
Summing up for the year 1937 the keynote was one of general
apprehension regarding the future,

In Britain the Conservatives were in power led by
Neville Chamberlain who became Prime Minister in May 1937. The
policy of appeasement in Eurcope was about to reach its zenith,

19, Hull, op.cit. p.397.
20. ibid. pp«397-404.
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America was isolationist. A united front might have stopped
Japan. But this was not forthcoming. Chamberlain at the

end of May had sounded Hull on the possibility of an
Anglo-American-~Japanese agreement in the Far East, thus hoping

to prevent the possibility of a war on two fronts. The

United States of America on 1st June, however, returned an
unfavourable reply.21 Chamberlain was probably prepared for this,‘
for as early as June 1934 he had noted "we ought ot know by this
time that the United States of America will give us no undertaking
to resist by force any action by Japan, short of an attack on
Hawaii or Honolulu.

Anmerican opinion was motivated to a large extent by a
suspicion of British policy dating back to the Manchurian 1ncident
in February 1932 when Sir John Simon reputedly blocked American
proposals made by Secretary of State, Stimson.23 Whether this is
true or not, prior to July 1937 American opinion was less
isolationist towards the Far East than towards Europe, because of
self-interest. Even Roosevelt and Hull saw their best chance of
collaboration with Britain in the Far East: but with the outbreak
of war the Roosevelt administration, warned by the isolationist
temper ofpublic opinion remained neutral. The only time it was to
step out of line was at the time of Roosevelt's Chicago speech and it
soon retracted its horns. As far as Americans generally were concerned
their policy was one of .isolation, the Monroe doctrine, freedom of the
seas, and the open door.zh Co-operation or joint undertakings
abroad, espec1a11y with Britain, were anathema.

21, F. C.Jones Japan's New Order in East Asia,pp 38-39 and
H'U.ll oClto, pp. 31"'
ng, L

22, K.Feil ife of NeV111e Chamberlain, p.253.

23, H.L. Stimson, Far bastern Crisis, pp. 62-16h, R.L.Willbur and
A.H.Hyde in "The Hoover Policies" however disagree.

2L . C.Howland, Survey of American Foreign Relations., Chapter 2.
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THE BRITISH REACTION TO THE OUTBREAK OF FIGHTING IN CHINA.
JULY 1937 - AUGUST 1938.

Although Eden said at the time "all the indications
encourage us to believe that the present situation in North
China was not deliberately provoked by either Government”,1
it soon became obvious who the aggressor was. The Japanese
took Peiping on 28th/19th July and Tientsin on the 29th July.
By 16th October the Japanese had conquered Inner Mongolia and
were free to advance southwards along the Peiping-Hankow, |
Tientsin-Pukow railways. The result, however, of China's appeal
to the League and to the signatories of the Washington Nine Power
Conference did not give force to the moral opinion of the
democracies. '

On 20th July the British government asked the United States
to join with Great Britain and France in a joint recommendation
to the Japanese and Chinese governments to suspend all further .
troop movements. This would be followed by Anglo-American proposals
for a settlement of the Sino-Japanese conflict. But this was
rejected by Hull on 21st July on the grounds that joint mediation
would be castigated as interference by the Japanese military,
and arouse Isolationist sentiment in the United States of America.
America was also sensitive to British diplomatic tactics, Hull says '
in his Memoirs that on the day following Eden's proposals that he
showed Ambassador Lindsay "various cables I had received containing
publicity his government had given to statements implying that, with
the British and French governments already in accord for joint action,
proceeding with the British proposal would depend on whether we joined
in. I said my government trusted that henceforth there would be no
.change or publicity attributing to the American government responsib-
ility for the failure of the British project."2 They were not however

1. 326 HC Deb.5s p.1800,19th July.
2. H'U.ll, O QCit"p0538"9o
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averse to parallel action,

No doubt joint intervention would have aroused a storm
in America, but Japan was not ready for protracted war,h and
could not have. expected help from her Anti-Comintern partners
because Germany feared loss of trade with China as a result of
war, and a weakening of Japan vis-a-V¥is the Union of Soviet
Socialist Republiés.5v Germany in fact made efforts to bring
the belligerents to peace,6 although a British approach to
Germany and Italy for joint mediation met with no success.
American intervention at an early stage might thus have arrested
Japanese aggression.

American participation in the Far East was constantly in
the mind of Anthony Eden the British foreign secretary. At the
outset of the dispute he had raised the possibilities of sanctions
against Japan. The United States however replied that they
considered this proposal amcunted to a boycott against Japan.
They also considered that if it led to hostilities they would
be aligning themselves with GreatBritain and ®™would bear the
brunt as we alone possess a fleet that cculd be sent into Far
Eastern waters."7 Eden doubtless knew what the American reply
would be. Chamberlain certainly "hoped Bingham's (it was he
who suggested sanctions to Eden) proposals would not go any further.
It smacked very much of sanctions; it would certainly antagonize
Japan, and might so far damage our relations with her that it
would cost us millions in defensive measures in the Far East."
He considered the earlier British proposal for'mediation was not
open to any of these objections.8 ’

3. ibid.
L. I.M.T.F.E. record pp. 20671-3
5. German Foreign Ministry to Various German Diplomatic Missions,

20th July 19 D. Germa . i 733-4.
6. G.D.Vol I. @os.mm—ﬁfpw “ * PP-
7. Moffat Pagers p.15L. : -

8. Avon Op.cit. p.532.
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Eden was however prepared to go to greater lengths
to achieve American co-operation than scme of his colleagues.
When, therefore, at the end of September, he made a second
attempt at Jjoint Anglo-American intervention and cessation of
trade with Japan he said,

"We could not ask the Americans about their attitude
without informing them of our own. Therefore my t elegram stated
that we should be ready to consider any action likely to shorten
the war if we were convinced of its effectiveness."’?

This kind of approach brought him into conflict with
Chamberlain whose views on foreign policy were becoming rapidly
divergent from Eden's. Chamberlain redrafted the last sentence
to read, '

"To the effect that we were not convinced that economic
action would be effective, but we should be quite prepared to
examine it further if the United States gor ermment considered
it worth pursuing.”

Eden was not consulted over this and, as he says in his
Memoirs, "it was therefore no surprise when on October 5th the
State Department sent a reply replete with emollient phrases.“10
Eden was well aware of the risk of war, but to discourage economic
action as Chamberlain had done only encouraged a further American
pyschological withdrawal.®

"Counsels of moderation were hardly likely to be heeded
(in Japan), especially when not concerted between Great Britain
and Washington."12 Some Americans might consider it "curious
that England should be prepared to propose to us a stand she is
unwilling to assume with the League powers in Geneva."13 In fact

9. ibid.p.534
19: 10 p.535
. 1bid.p.
12. £51d. p.531
13. Moffat Papers p.154.
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it was not surprising as England knew that the United States

could not take action from the activities of the League as. she was
not a member. But she was a signatory of the Nine Power pact.
This is the reason why Eden attached such importance to American
consultation.

. In reality Britain had no more commitments in China than
America: "Unless the provision for consultation contained in
article 17 of the Nine Power Treaty is classed as a commitment,
neither that treaty nor the Kellog pact is classed as a commitment
of his Majesty's Government in the present dispute. Nor has any
arisen under the covenant of the League." It was certainly not
in British interests to appear to be intervening even though
British interests were indirectly at stake, expecially .without
American support. This is what happened when Britain had put
forward her peace proposals to Tokyo in July.15 Consequently
Eden told the House of Commons on 19th July that Britain was not
going to propose a Nine Power meeting to "settle the dispute;16
neither did she consider it opportune, at that time to re-open
Anglo-Japanese conversation§.17 The same applied to the question
of bringing the dispute before the League Council as Great Britain
was in constant touch with other Powers anyway.18 This was a
way of hiding the truth that a meeting of the League would achieve
nothing. The only-way to bring America into the conflict was by
a meeting of the Washington Treaty Powers. Britain had to play a
waiting game,19 hoping America would propose this herself.

1%. 226 H.C.De?. 5s g512182.
15. Avon. op.cit. p. .

16. 326 H.C.Deb. 5s p.1765
17. ibid .p.2182

18.ibid .and pp. 3315-6 and pp.1800-1
19. ibid.pp. 2426-7.
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B
BRITAIN AND THE BRUSSELS' CONFERENCE.

When China appealed to the League on 12th September 1937
under Articles 10,11 and 12 of the Covenant, it was not only
Great Britain, but France and China, who approached America to
ascertain her attitude towards consulting with the League.
Hull was cautious and "felt it necessary to guard against a
repetition of an effort made in the past by several League States to
get us committed to a certain course and then use our commitment as a
lever to move the other league states into position."20
caution was not ill-founded as the Council of the League referred
the matter to the Special Advisory Committee responsible for

Far Eastern affairs, This decided that the best way was for
21

His

all the interested powers to meet. "This propcsal to convene

the Washington Treaty Powers was obviously intended to bring in

the United States ... Great Britain and France, who were faced with the

growing power and ambitions of Germany and Italy, and with the tense

situation arising out of the Spanish conflict, could not risk

involvement in the Far East without assurances of American empport."22
Hopes of a firmer American policy towards the totalitarian

states were raised by President Roosevelt!s Chicago speech on

5th October with its famous quarantine clause and its limited

recourse to retaliation and sanctions, The reports of the.

Advisory Committee were adopted on 5th October by the Advisory

Committee and by the League assembly on the following day.23

20, Hull.op.cit.pp.54% and S544. '

21. 327 H.C.Deb.5s p.bL4k and R.I.I.A.Docs.12§2 pp.669-681.
22, F.C.Jones op.cit. pp.50-1 & 328 HC.Deb.5s p.299

23. R.I.I.A.Survey 19371 p.297 and R.I.I1.A.Docs.1937 p.582.
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As Moffat says in his diary,

"The genesis of the /Brussels/ Conference was really the
Roosevelt speech of 5th October. Up to that moment, there had
been few indications that the matter would not remain in the hands
of the League. However, with its strong tone and ambiguous
phrasing, it caused an immediate change of plans in Europe,and
Great Britain (on 6th) promptly informed us (America) that it
considered a Nine Power Conference essential.®

" The American government agreed and suggested Brussels as a
venue.25 : Roosevelt!s speech was not popular in the United States of
America, but in Europe the effect was electric. It led to a
false optimism, and was widely represented that in the event o
war America's only safe econcmic intercourse was with Britain.

This led to the assumption in Britain that America despite her
bellicose isolation would intervene to save Great Britain from
defeat. Chamberlain on 8th October in a speech at Scarborough
declared Britain wholeheartedly behind Rooseveltt's call for
concerted action in the cause for peace.

But no sooner had the conference been mooted than America
began to soft-pedal. On October 12th Roosevelt took great
care to say that their role at the conference was chiefly
mediatory.26 On the British side a similar attitude was adopted
by the Earl of Portsmouth speaking for the government in the
House of Lords on 21st October, MAbove all®, he said, "I want to
emphasize this fact - that the primary object of the conference is
to find a way of restoring peace by general agreement.® Thus
before it began the conference was stillborn no matter if Eden said
he would "travel not only from Geneva to Brussels but from Melbourne
to Alaska"™ to secure effective American support.27 Although he |

2L . Moffat Papers October 28th 1937. p.156.

25. Hull - op.cit. p.550.

26. Moffat Papers. p.157 and Avon op.cit.p.535.
27. 328 H.C. Deb. 5s.p.583 - 1st November,
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considered "the prospect of effective Anglo-American policy in the
Far East appeared to have diminished appreciably since Roosevelt
quarantine speech,"” he added that the conference could "build
confidence between us by a constant repetition of this maxim."?8
Neither did he believe the Japanese would attendzg- which they did

not.30

Following his previous policy Eden strove to show some
willingness to back United States action. On October 28th,
therefore, Viscount Cranbourne, Under-Secretary for foreign afairs
said, '

"His Majesty's Government should go as far as the United
States but no farther.n3!

Eden on November 1st also stated that "the initiative for
holding the conference at Brussels neyver came from Britain at all
but from the United States governmen’c.32 These statements were
misread by many who thought Eden "was claiming that America had
taken the initiative in calling the conference, not merely in
selecting its plac'e.33 It also raised American fears that
Britain was pushing America to the front "to pull the British
chestnuts out of the fire."™ Norman Davies, however, believed
with greater accuracy "that the speech was merely an instance of the
British desire to have us co-operate on a full basis, and that Eden
with his insularity had either mis judged or paid no attention to
our (American) psychology."Bh' Eden later told America that he had
taken this step because Britain was being singled out for vituperation
by Japan.35 American support would enable Britain not to give way

2g8. Avon. op.cit.p.536

2G. ibid,p.535.

30. R.T.1.A. Survey 1 i. p.285.
31- eV e eD,.,0S. p0299

32. 328 H.C.Deb. 5s. p583.

33. Moffat Papers p.162.

34, ibid.

35, Ibid p.16k.
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to Japanese demands that shg close Hong Kong tc the traffic of
3

arms as Craigie suggested.
If the conference met what might it hope to achieve?

Very little. Sir Robert Craigie in fact saw the chances of

mediation fading with the calling of the conference.37 Eden

told Washington on 19th October that there were three poséible

courses: to do nothing: to bring moral condemnation of Japan:

or to aid China and bring economic preésure on Japan. He under-

lined the dangers of the latter, and concluded "sanctions would

have to be preceded by mutual assurances of military support and

guarantees of the territorial integrity of the other nations. n3

The Department of State replied that "consideration of the sanctlons

did not arise in a conference whose objective was to find a

solution of the conflict by agreement."39

It was as Eden said "useless to ignore the European situation,
and we cculd take no action in the Far East while the pfesent‘
conditions persisted in Europe, except in full co-operation with
the United States."ho The conference was, therefore, doomed from
the start. A British request on 18th November that America would
join with them in a combined effer of good offices to Tokyo and
Chungking was repudiated. On November 2nd Davies told Eden that
it would be impossible from a political point of view, to take
joint action with Great Britain; that this, however, did not
preclude America taking independent action which paralleled that
of Great Britain.*! Thus although Britain and France on
10th November both promised co-operation in collective action, there
was no sign of an American unclertal«::lng.z"2 Likewise a renewed
attempt to coax Japan to the conference met with the obvious refusal
on 12th November.hB China's attempt to get the conference to withhold

36. op.cit.p. 539 ' L4L2. Avon op.cit.p539
37. ir.R.Craigie - Behind the Japanese Mask.p.51 43. U .3.Dept of State
38. Hull - op.cit. pp.550- 1 Conference of
39. ibid. : Brussels.pp.

K - i 53"5’-&0
t?: Hzig _'ggﬁ%%ggth %%7 U.S.Dept of State.For.Rel.Japan i p376.
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war materials from Japan and their request for aid were also bound
to fail when ccnducted on a collective basis, In their speeches
the delegates of Great Britain, the United States and France,

. studiously avoided these problems, and a declaration drawn up on

Y 15th November by fthree delegates satisfied everyone but the |
Chinese and Russians. They failed to label Japan as the aggressor
and merely requested that members should eschew action detrimental
to Chinese interests, and consider how they could extend aid to’
China.

Now the Conference had so obviously failed it was essential
from the British point of view, to have it adjourn in such a way
that the Chinese would not be justified in asking that the
problems be returned to Geneva. One way of preventing that was
to introduce some new element. The British government therefore

'approached the United States with the proposal that they should
announce their willingness to jointly offer mediation. "On the
basis of this announcement the Conference could adjourn and any
appearance of failure might be avoided."l'}'P But the United States
regarded this snggestion as impr‘:azct:ical.l+5 Thus the Conference
ad journed sine dei on 24th November with "anodyne resolution
deprecating the use of force,"hé,and the League unconvened.

The year ended in the failure of collective action.

In a report to King George VI Eden said.that the main object
of the Conference had been constant'co-Operat{bn with America.
Nochoperation emerged, but because so much depended on it ™mo
effort should be spared to consolidate it."h7 This had its:
results Eden added in that by the end of the Conference Davies:
was working with him and the suspicion from the Manchurian events

Ll . Moffat Papers - Nov.20th.p.185.
Ll'5o i ido ppo1 -60

4L6. Avon - op.cit. p.540.
L7. ibid.
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of 1932 was to some extent eliminated. Eden says, in his

Memoirs, that he "found many at the Brussels Conference who
thought Japan was going to her 1812 in China. This may not
lﬁxaso, but we should do what we can cautiously to make it possible."LF9
/
The reason for the failure of the Conference was expressed
for Britain by Eden on 21st December in the Commons. He
underlined the ineffectiveness of sanctions unless backed by
naval force. Force which, he added, neither "ourselves or France
has got ... it must be perfectly clear to everyone that that over-
whelming force does not exist."so This also implied a criticism
of the United States of America. What the Chicago Sunday Tribune
said on 21st November was substantially correctThe Europeans contend
that the real fiasco of the conference - the reason why it has damaged
the prestige of the western democracies greviously - is not that it
failed to do anything, but that it talked about doing something and then
backed down at the crucial moment. This they say definitely is the
fault of the United States, which insisted on a strong moral stand
against Japan." This resulted in Britain's inability to exert
economic sanctions, and was to become the main reason for her

policy of enforced compromise towards Japan.

48, ibid.

49. ibid. p.539 and Moffat Papers pp.181-2 and R.I.I.A.Docs.1937
PP. PD.703=75L - statements made by delegates at the Brussel's

conference.
50. 330 H.C.Deb.5s.p.1883.




19
e

DAMAGE TO BRITISH INTERESTS IN CHINA IN 1937 CAUSED BY THE
JAPANESE ADVANCE - RESULTS ON BRITISH POLICY.

The British position in the Settlements and Concessions was
of paramount inportance. Hence it was she who bore the brunt
of Japanese ill will. As the struggle moved southwards
considerable loss to the foreign community both in property and
disclocation of trade resulted. Consequently interference with
British interests increased.

After occupying various islands of the South China coast,
which aroused fears for the safety of Hainan - important in its
geographical sense in the safety of Hong Kong and Indo-China -
the Japanese blockaded the Chinese coast from 6th September.

As a result of this many British merchantmen complied with the
Chinese request to paint their colours on their decks to prevent
air attacks. In the next fortnight the Japanese declared their
right of search, to verify a vessels nationality. With this in
view the British authorities probosed on 11th Sept ember that if a
British ship was stopped both parties should report the incident
to the naval authorities. They also suggested that if a British
warship was in the vicinity it should examine the ships papers

if the Japanese required it. Tokyo accepted this solution as

it did not impair their right of search. Neither was Hong Kong
exempted'from Japanese attention. Although there was no blockade
the Japanese carried out action against Chinese junks issuing from
Hong Kong. So far did they take these measures that the British
government was forced to protest on 11th December concerning the
Japanese action against the customs carrier Che-Hsing shelled in
Hong Kong waters, as a violation of British territorial waters.
The Japanese Mexpressed regret that British territorial waters
were entered without consent and have issued instructions to
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prevent a re-occurence."” "

In the fighting up to December there were many such incidents
which brought loss to Britain and America alike. Dislocation of
. trade was one result. The Chinese, for example, from fear of.
the Japanese, erected booms on the main rivers - Min, Yangtse,
Whangpo and Pearl, and it was only at Canton/thgﬁlgrgteStéo the
Chinese, but later to the Japanese - that brought about an
amelioration in conditions, and small craft were allowed to ply
at specified hours. Some incidents, like the Chinese attacks
on H.M.S. Cumberland on 15th August, and the American liner
President Hoover on 30th August were obvious mistakes, as were
the Japanese shelling and killing of foreign soldiers stationed
in the Shanghai defence sectors, and the loss of goods
in the prolonged fighting around the Whangpo river. But there
were also attacks which did not come within the range of accidental
loss of life caused by unavoidable acts of war and bore the imprint
of deliberate planning.

One of these acts was the shooting of Sir Hugh Knatchbull-
Hughesson, British ambassador to China, while on his way to
Shanghi on 26th August. The British protested on 29th August,
in Tokyo, and, after expressing the "deep distress and concern
of His Majesty's Government at the news of this deplorable event,"
passed on to a general discussion of the application of the rules
-of international law to attacks on non-combatants.52 More attention
was drawn to the illegality of firing upon non-combatants than of
the fact that it was the British ambassador. After the new
British ambassador in Tokyo, Sir Robert Craigie, had sat on a fact
finding commission, the Japanese tardily apologised. Great
Britain .accepted their apology.53 It did not however prevent a

5;; 331.§06De2 .58, p.18€0 >h2 43
. . a Op.Cl [ hael
23. iglr;, .,prz,5gi§ I.1. I.DDocs. 1937 pp.. 665-669
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Far East in co-operation with other interested powers.56

It was, he told the Americans exactly Mthis kind of incident which

I had feared might happen, if no restraint were imposed upon the

Japanese government by evidence of joint Anglo-American determination

to resist the increasingly over-bearing attitude of the Japanese

military."57 Eden wanted not only consultation but also co-operation.

"More important is the question whether the United States government

will be taking simultaneous action of a more menacing character such as

the mobilization of their fleet ... in that case we should probably

desire to take similar action, although of course our own ships

could not reach Eastern waters as soon as the United States ships."58
- But the United States were not prepared for any kind of

joint action. In his Memoirs Hull asserts that American policy

at the time, "while advocating international co-operation at all

times was faced with the extremely delicate task of being careful

not to present and urge measures in such numbers as to alarm the

peocple and precipitate isolation as an acute political issue in

the nation."”” The United States therefore acted independently,

to Eden's disappointment, by a separate note to Japan on

13th December,while Britain's note went through Sir Robert Craigie.“éo

By the end of December 1937 the situation had resolved

itself into several obvious choices for Great Britain. As

Sir Alexander Sinclair said in the House of Commons on 21st

December, the British could either clear out of China or reach

an understanding with Japan, which would involve a breach with

the United States. Both these solutions were unfeasible. The

other two choices were neutrality or fulfilment of Britain's

Nine Power Treaty obligations. "Let us make no doubt abcut it.

2 o R B

58, ibid. p. o '

59. Hull op.cit. p.560.

60. Avon op.cit. p.543 and United States Foreign Policy 1931-L1.
Peace and War Doc. No. 98. & y 1931-4 v
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second Japanese attack on British embassy cars on the road from
Nanking to Shanghai on 12th October 1937. In this case also the
Japanese official apology for the incident was accepted. The
Japanese, however, felt safe in their knowledge that British
weakness ﬁrevented her from taking a stronger line.

It was in December when the Japanese were advancing towards
Nanking that the most serious outrages occurred, in the form of
attacks on British and American warships and merchantmen on the
Yangtse. Minor incidents apart, events were overshadowed by
-the attacks of 12th December which produced a severe crisis in the
relations between Japan and the two western powers concerned.

H.M.S. Ladybird together with H.M.Ss. Cricket and Scarab were
attacked between Nanking and Wuhu. The Japanese apologised on

14th December but it was not until 28th December that a
comprehensive reply was delivered to Britain. The diplomatic
correspondence ended with a British note of 31st December which
expressed British satisfaction with Japanese undertakings.5h

But even this event was dwarfed by the sinking of the U.S.Panay on 12th
for which the Japanese apologised immediately and acknowledged
responsibility on 24th December. The Americans accepted this

on 27th December. As a result of the apologies the friction
introduced by the Panay incident, like the Ladybird, had disappeared
by the end of 1937, But the suspicion of deliberate army complicity
remained. There was every indication that the Japanese did not
think anything would happen as they did not stop their plans for
completing their operation for entering Southern China.

Eden was, at the time of the Panay incident, trying to
interest the United States in taking t'effective action' in the

54. 330 HC. Deb.5s. p.1168 and R.I.I.A.Docs. 1937. pp. 767-772.

55. ibid. pp.1869-70.21st Dec.For United States correspondence
Telating to Panay and damage to United States interésts in
China - Foreign Relations of United States 1938 vol.IV.
(hereafter referred to as For.Rel.of U.S.) :
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The respect that the militarists of Japan will show for
British interests will be in direct ratio to our capacity and
nb1 Eden put it differently.

He quoted British policy as being to restore peace honourably,

resolve to defend them.

to fulfil Britain'sshare of international obligations, and to
protect her interests and territory. "e are constantly and

daily in close consultation with the government of the United States
«.+ Over and over again we have taken either parallel or similar
action.”éz This did not, however, help solve his problem and he
would have been forced to admit with Hull that a policy, Wof threats
“and demonstrations without the forces necessary to back them

up, which, the aggressor rulers, fully advised of our inadequate
preparations and the state of public opinion in the United States

63

"It is impossible for foreign policy to be other than very closely

of America would rightly characterize as bluff,¥ was useless.,

related to the condition of our armaments® as "international law

is no longer r‘espected."’él+ Britain knew that the Japanese

could only be stopped by international action, But "international
action depended upon international co-operation."65

D
ANGLO-AMERIC AN STAFF CONVERSATIONS.

Staff conversations had been proposed to the United States
by Britain before the Panay incident through Lindsay in
Washington.66 This came as a result of a series of incidents
against British life and property in China - notably the wounding
of the British ambassador, and the seizure of the custom's vessels
61. 330 H.C.Deb.5s. p.1818.

62. 21st Dec.330 H.C.5s, 1886.
63. Hull - op.cit. pp.564-5.
éL. 327 H.C.Deb.5s. p.66.

| 65. Eden - 16th Feb. 327 H.C.Deb.5s.p.77.
f 66. Avon - op.cit.p.541.
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by the Japanese in Shanghal and Tientsin in the last week of
November. [Eden knew Britain could not detach a large force

- of her Mediterranean fleet to the Far East. "Large parts of the
British and French fleets were patrolling the Mediterranean, as
agreed at Nyom. Lord Chatfield felt that the despatch of two
capital ships to the Far East would merely weaken us at home,
without giving overwhelming strength against Japan ... I had
hopes, however, that our firmness in the Mediterranean would soon
enable Great Britain to present a stronger front to Japan."67

A week before the sinking of the Panay Eden tried to show
that Britain was in earnest, and mentioned that Britain might be
able to send eight or nine capital ships to any general naval
display in the Far East, if America sent an equivalent number.

He added that such a fleet could be ready in three or four weeks.
Failing this he suggested getting the fleets into. a state of
greater preparedness, together with staff conversations. By
making suggestions of his own Eden hoped to encourage the

United States into action.68 Meanwhile the Panay incident
occurred. Eden hoped for a possible mobilization of the American
fleet. But although Roosevelt: in conversation with Lindsay
showed himself interested in the idea of staff conversations, he
was against the demonstration of both navies because he thought

it would have an adverse effect on the Japanese military. He
did however advance the date of Pacific manoeuvres by two or
three weeks so as to begin in mid-February.69

The result of Lindsay's meeting with Roosevelt was t g
arrival of Captain Ingersoll in London on New Years day,/for
talks with the Admiralty,"to carry matters a stage further by

67. ibid. p.540

68. ibid, pp.543-L.
69. ibid. p546
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exchanging information in order to co-ordinate our plans more
closely."70 On the more practical side Britain invited the
United States fleet to visit Singapore, and on 10th January
the President told Britain that three cruisers would proceed
there. Eden remarks in his Memoirs that Mall this, though not
decisive, was helpful and encouraging to me in my pursuit of
closer Anglo-American co-operation as the only effective
deterrent to Japan in the Pacific. Japan's partners in Europe,
Hitler and Mussolini might also note that the power of the
democracies was being aligned;?71

It did appear in the early months of January, 1938 that
the United States were offering Britain more moral support in
Central Europe by parallel action. In January, Sumner Welles,
-American Under Secretary for State reported that Roosevelg
wanted to hold an international peace conference at the
White House on 22nd Jamuary. He would only do this however if
~ he had Chamberlain's agreement by 17th January. Lindsay urged
acceptance of this'initiative.72 But Chamberlain viewed this
move with greatest concern, as the plan cut directly across his
own plans for forthcoming discussions with Germany and Italy.
He, therefore, sent his reply without consulting Eden, and asked
Roosevely P™to consider whether it would not be wiser to hold
his hand for a short while.? This 'douche of cold water' had
unhappy consequences, and as far as Eden was concerned destroyed
the confidential discussions which had been growing between
America and England. The resignation of Eden on 18th February,
1938 led many Americans to believe that Chamberlain's decision
"to play ball with Hitler and Mussolini has reached a concrete
stage.” Great Britain was seen as deserting collective security
and Eastern Europe for the safety of her own interests.”’>

70. 4ibid.
Z; bid. .550
4Abid. p
73. Moffat Papers pp. 189 90.

7L, Hull - op.cit.p 55,
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America also feared that Great Britain would sell China out

by making some sort of deal with Japan at her expense. This
was a point Lord Halifax the new British foreign secretary

had to take into account when dealing with Sir Robert Craigie's
requests for compromise towards Japan. '

Neiertheless, despite these adverse circumstances the
staff conversations had created an atmosphere conducive to the
exchange of naval :i.deas.'ﬂ+ When America presented her note to
Tokyo on 5th February, 1938 requesting a Japanese assurance
that she was not constructing ships over the London Conference
limitations, Britain and France sent identic notes. When
Hirota gave an unsatisfactory answer, the three powers after
consultation announced their intention of departing from the

treaty 1imitations.75

Eo

THE:SALE'OF ARMS TO CHINA - THE BRITISH ATTITUDE TO
JAPANESE BOMBING RAIDS. ' '

The Japanese saw Britain as the chief bulwark against their
ambitions in the Eas’c.76 Among other things they accused
Britain of being the chief instigator behind Chinese resistance.
In fact, although the majority of arms came through Hong Kong
only a small proportion were of British origin. During the
first six months of the conflict only 5% were of British origin.
Most of the munitions for China came from Germany, Italy and
Czechoslovakia.’// But the Japanese did not quell their press
protests, probably hoping that it would force the British to
close the Hong Kong route to arms shipments. Protest achieving
little the Japanese began to bomb the railways, especially from

75.. ibid. p.568 and 333 H.C.Deb.5s. pp.625-6.R.I1.1.A.Docs.1938.
vol.l. pp.510-518 for British French and American relations
regarding the naval treaties.,

76. Avon - op.cit. p.539 & Oct.30th 1937 - Grew IL

77. 334.HC.Deb 5s5.p.920. and The Times 5th Feb.1938.
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Kowloon- Canton and Canton - Hankow. This, while not
stopping supplies, brought the attendant evils of bombing
open cities especially Canton, Nanking, Changsa and Nanchang.
This in turn brought loss to third parties.

On 19th September, 1937 the Japanese issued a warning to

- third power nationals concerning property and lives, and

requested them to leave. This called forth an oral protest

from the British, American and French ambassadors in Tokyo.

Even Germany protested on 22nd September. Hirota gave
unsatisfactory undertakings to respect foreign interests. This

did not prevent the bombing of Canton on 22nd September, and

Great Britain, Ameriéa, Ffance, Italy, Germany and Union of Soviet
Socialist Republics protested on 23rd September. This together
with the parallel notes of 29th September from the three western
democracies caused a moderation of Japanese tactics for a time,
except for a raid on Canton in November. But The Timesg statememt
that Japan would carry out no more air raids on the unrestricted
scale of 22nd Septem.ber,78 was hardly true. Bombings continued
during 1938 and elicited the usual British protests.’’ On

29th June Butler stated in the Commons that "No joint representation:
have been made to the Japanese government ... Separate representa-
tions have however been made by the British and other representa-
tives in Tokyo."so, This in itself, meant that the representations
without joint action were a failure.

BRITAIN AND THE LEAGUE OF NATIONS.

The failure of collective security in 1937 did not prevemnt
the League from meeting in 1938. But, as in 1937, they burked
the issue of Japan's breach of privileges enshrined in the League

8, The Times. 1st bct.1937.
;9. 336.HC.Deb.5s.p.2411 and R.I.I.A.Docs.1937 pp.682-686 for

international condemnation of the bombing of open towns.
80. 337. HC.Deb. 5s. p.1888
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Covenant, Two 'anodyne resolutions' were passed; one on

2nd February by the British, French, Russian and Chinese
representatives; and another on 14th May. They both reiterated
the recommendations of 6th October, 1937 and the hope that members
would see their way to extend individual aid to China.81 Viscount
Cranbourne put theBritish dilemma aptly in the House of Lords on
28th October. "The attitude of the United States (regarding
League action against Japan) is a factor of essential importance."
The Opposition in Parliament criticized Great Britain for backing
out of her League commitments. They also blamed the League for
not making a'recomﬁendation to its members to act on their own
without.. the assistance ofnon-members, or supporting individual
economic action. Replying to this criticism Cranbourne said:
"That suggestion ignores an essential factor. It is only when the
extent of the co-operation to be expected is known that you can tell
whether any giwen action is likely to be effective."82 In reality
Great Britain and the western democracies had to act for the most
part independently, and deal with each situation as it arose.

It was a policy which was not likely to be favoured with
much success. Chamberlain underlined this when on 26th July,
1938 he said in the House of Commons that League action was not
likely to be successful. "In the meantime," he continued, "we
are resolved to do our utmost to see that British interests shall
not suffer in a conflict for which we have no responsibility and in
which we have no direct concern." This was the same language as he
used when he referred to Czechoslovakia as a far off country in which
Britain had no interest. It was Chamberlain's policy of trying te
improve international relations by removing the barriers to

aggression and giving way in the face of overwhelming odds.83
81. For League Resolutions of League of Nations. Official Journal.
Special Supplement No.169. 1937 pp.148-9. ibid.,Jan-Jun.1938
. p.120. ibid.,p.378.and R.I.I.A.Docs.1938 vol.pp.369-378.
82. 328.HC.Deb 5s. Pp .R98-301.
g83. 338.HC.Deb.5s. 26th July 1938 pp.2960-73.
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FURTHER DAMAGE TO BRITISH INTERESTS IN CHINA 1937-38

During 1938 the Japanese systematically attacked British
preserves in China, They reorganized the railway system of the
North China and the Peking - Mukden line,sh and prevented British
railway officials from inspecting the Shanghai - Nanking line.

The Shanghai - Nanking Railway Company failed to pay interest to

the British bondholders.85 Protests were made in both these

cases but with little result. Another interesting point was that

the Japanese in the majority of cases sought to break the Anglo-
American alljance by pretending that it was not American interests
they were attacking. Benn reported in the House of Commons on

3rd June, 1938 that the United States was given immediate

restitution for their protests as opposed to Britain and her inability
to press her claims.86

It was in the Yangtse that the most serious conflict between
Britain and Japan arose because of Japanese efforts to close the
river to trade. The post of Tsingtao, wrecked by the retreating
Chinese, was working again by May 1938, but the Japanese still kept
it closed to foreigners on the plea of military necessity.

The Japanese also extended their interference to public international
bedies such as the Whangpo Conservancy Board. - In November 1937
they confiscated its equipment, and made its release, requested

by the British ambassador in Tokyo, conditional upon a Japanese

Board of Control.88 As these terms were unacceptable to the
British the situation remained unrelieved at the end of 1938.

Attempts were made to bring about a comprehensive liquidation
of outstanding disputes, such as the Craigie/Ugaki talks during the

84, 337.HC. Deb.5s. pp. 1500-1 June 27th..

85. 335 HC. Deb.5s. p.1215 and 336 HC.5s pp. 831-32.

86. 336 HC.Deb. 5s. p.3412 (For U.S.declarations regarding damage to
U.S. interests in 1937 - Foreign Relations of U.S5.1938 vol.IV and
U.S. Foreign Policy 1931-41 pp.45-53 and R.I.I.A.Docs. 1937 PP.

559-593 and 65L4.)
87. 33% AC.Deb. 5s. p.719 and 336 HC.Deb.5s pp.1054-55.
88. ibid. and 337 HC.Deb.5s. pp.1545-6.
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summer of 1938, but met with no success. The keynote, therefore,

for the year 1937-38 which saw the collapse of collective security,

was independenf action by Britain in a world in which problems
were international. The China incident increasingly influenced
and was influenced by world politics. Gradually Britain began
to consid er how she might 'individually extend aid to China.?

H

BRITISH AID TO CHINA 1937-1938.

There were several ways of extending aid towards China.
One was to diminish outside assistance to Japan in the
prosecution of h%r war in China. This was probably the most
dangerous as Britain had to be wary of doing anything which
smacked of sanctions. The British government could not Jjust
stop the sale of war supplies to Japan because of the difficulties
involved in connexion with the Anglo-Japanese trade treaty.
But Viscount Cranbourne was able to stateon 23rd December, 1937
that only one licence had been granted in the last three months.89
The United States carried out a similar policy of discouraging
trade. But British trade with Japan showed no appreciable decline
as a result of public discouragement of trade with Japan.

Britain could also help the Chinese by the method of giving
more direct aid to China. On the minor scale an English speaking
mobile medical unit was sent to China to combat epedemics.

More important was Britains ability to keep the lines of
communication into China open. The Haiphong - Kunming railway

was of great use to the Chinese after the fall of Canton and
consequent blockade from Hong Kong. But this route was virtually
debilitated because of Japanese pressure on the French. by
threatening Hainan. One of the remaining ways open to the Chinese

89. 330 HC.Deb.5s p.2162. |
90. For.Rel. of U.5.1938 Vol II pp.613-626 and 329 HC.Deb.5s p.205.
91. 330 HC.Deb. 5s p.1579.
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for the import of war materials (besides the Russian route)

was through the Burmese frontier. 1In 1937-38 the road from the
Burmese frontier to Kunming was not complete. But British
participation in the creation of the new road, and its obvious
future advantages played a considerable part in the anti-British
campaigh in Japan. Japanese agitation, however, had little
effect at this stage. On 3rd December the Burmese government
declared its intention of not interfering with the traffic.

A further method of helping China, and one which proved the
most successful was financial support by Great Britain and America.
Financial action was of course entirely independent. As Eden
pointed out in the House of Commons on 22nd November, 1937
"It is a matter of individual action ... not of co-operation with
other countries ... though Hié Majesty's Government ... Keep
in close touch with the United States g’overnment."92 The
Silver Purchasing Agreement between the United States and China,
renewed in July 1938, and the $25 million credit of December 1938
advanced through the American Export-Import Bank, helped to
further the British government's determination of granting loans
to China.?? Their own initial export credit of £45,000, following
the American lead, was small but served as a precedent.gh
Throughout 1937-38 they had resisted the urgings of representatives
of business organizations and Members of Parliament to give their
approval to financial assistance to China, and had refused to ask
Parliament to sanction thegrant of a government ban on government
guarantees for private loans. Even when they decided to advise
themselves on the possibility of Export Credit Guarantee Department
cover they continued to regard it as a commercial rather than a
a political loan, for which the Chinese could offer no reasonable

95

financial/commercial securities.
92, 329 HC. Deb.5s p.831. '
93. 336 HC.Deb.5s. pp.1179-80.
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THE BRITISH POSITION IN SHANGHAI - JULY 1937 - AUGUST 1938.

In 1937 the international settlement at Shanghai was faced
with the most serious threat, not only to its security, but to
its very existence. The Japanese victory had, here as elsewhere
in China raised the perplexing question of the position of the
extra-territorial powers in China. Talks concerning
extra-territoriality had been.in progress between Britain and
China, but had been discontinued with the outbreak of hostilities.
The Chinese were able to use the international settlement of
Shanghai to prevent a flank attack by the Japanese: But more
important still Shanghai and the other British Concessions
throughout China were seen by them as a bulwark against Japanese
demination. Britain therefore bore the brunt of Japanese ill
will. The city of Shanghéi assumes a special importance when it
is realized that no less than two thirds of the total foreign
investments in China were invested in Shanghai. Professor Remer
gives the chief creditor countries as follows,in the year preceding
the outbreak of war:- Business invested in Shanghai in £ millions.

96

Great Britain 152

Japan bl
Unit ed States of 97
America 20

The Japanese attack on Shanghai placed this business in
jeopardy, and Britain had to protect her interests.

On 11th August Britain in conjunction with the American, .
French, German and Italian ambassadors urged on China and Japan the
co-operation of all parties in maintaining the peace  of Shanghai.
Japan agreed if China would observe the validity of the 1932
agreement, which she knew was unlikely. These moves came to

96. 326 HC. Deb.5s pp.2180-1. '
97. R.I.I.A. Inf . Dept.Paper No.21 - China and Japan.
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nothing with the outbreak of fighting in Shanghai on 13th August.gg
On 18th August the British government proposed that both combatants
should withdraw their forces from Shanghai and leave all civilian
residents to be protected by the forces of neutral powers from '
the international settlement.99 Japan however rejected this.
offer, declaring that she was respon31ble for the safety of her
own natlonals.1oo o Y
When the Chinese flnally rebreated from Shanghal on

8th-9th November, 1937 the Japanese were: left in control of the
Hong Kew and Yangtsepoo districts of the international settlement,
where most of the large-scale industries were. situated. 'In
addition Britain had lost a substantial part‘of the water frontége
on the Whangpo.101 The legitimate Chinese representatives had
fled to Hankow and from thence to ChungKing, andthere was there-
fore no one to negotiate with the foreign settlements. Great '
Britain had assumed that the Japanesew ould return the areas to
the Municipial Councils jurisdiction. But this, in spite of '
frequent protesté, they.rrefused to do. 102 'As a result however
of repeated representations in Tokyo by the British and American
ambassadors and their consuls of Shanghai}oB,ﬁhey did allow
foreign residents to return on 15th December 1937, and on 27th
‘December proclaimed the reopening of areas north of Soochow'creek_
to the business of non-Chinese. But cértain portions of Hong Kew
and Yangtsepoo remained closed on the plea of military necessity.
On 15th February the Earl of Plymouth said in the House of Lords
that "His Majesty's government are doing eVerythinglthey poSsibly
can by means of representations, both locally and at Tokyo to.
have restrictions removed at the earliest possible moment ."

But restrictions remained. Protests had not made the Japanese
return the Moller Engineering works by June 1938, 104 . ‘or to allow

free access of British merchants in’occupied areas.105 The
98, F.C.Jones op.cit. p.49. 104 . 336 HC.Deb.5s p.2011.
99. 327 HC.Deb.5s ppe. 63-6L ~ 105. 333 HC.Deb.5s p.827.

100, R.I-I.A.Docs.1937.pp.662-3

101, F.C.Jones Shanghai and Tientsin.
102. 338 HC.Deb.5s p.2230.

103. 329 HC.Deb.5s p.1197.
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free circulation of emplbyees of the British owned Shanghai
Electric Construction Company in the Hong Kew and Yangtsepoo
‘districts was preven’ced,106 and the British owned Sungsing Cotton
Mill machinery was seized.107 The latter was later returned
because of representations by the B?ritish.m8

These restrictions were only a few of the vast number which
occurred in Shanghai. They brought with them financial loss, and
the British consuls general were told to file all claims received
by them.m9 | Despite this the Japanese continued to invoke
belligerent rights,. and déstroy industrial competition by
destroying Chinese mills, They also claimed the sovereéign rights
of the Chinese government, and on the ending of the Chinese
censhoship on mails, cables, wireless they took over their
functions. Although Britain protested on 28th January, 1938
in collaboration with America nothing was done. Attacks on
British subjects were also a source of trouble and Britain
protested to Japan concerning the ill-treatment of her nationals
on 31st December, 1937, 31st March, 5th, 6th and 11th April,1938.'1°

The iapanese did not aim their attention entirely at the
occupied areas. On 11th November the Japanese military warned
the municipal authorities against allowing anti-Japanese agitation,
'and threatened to take over the settlement. On 1st December
Britain denied the Japanese right to take unilateral action.111
There was, however, no doubt that anti-Japanese activities were
being carried out by.ﬁhe Chinese organizations inside the
international settlement. The Japanese used the actions of these
groups as a lever to attack the municipal authorities for ineffici-
ency and embarrass the British. The settlement authorities did

106. 336 HC.Deb.5s p.1632

107. ibid. p.2412.

108. ;37 HC QDebo Ss pp0683-h0 -

109. 332 HC.Deb.5s p.730Q .
© 333 HC.Deb.5s p.1969.

110. 336 HC.Deb.5s p.370

111. 329 HC.Deb.5s pp.2046-7.
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all they could to prevent these anti-Japanese activities.
It was against these groups that a curfew was imposed by the
municipal authorities on 15th August and 17th August 1937.
They also imposed general restrictions on the Chinese population.
On the advice of the municipal police the Chinese press closed
down, and on 21st October all printed publications were required
to register with the council.113

112

Often, however, the Japanese were to blame for provoking
incidents out of which they capitalized. In August a Japanese
'plane flew over the settlement and dropped leaflets attacking
the Chinese National govermment and the western powers in
‘China. The council protested on 16th August, as did the British
and American commanders, andthe Japanese apologised. On
3rd December the Japanese insisted on holding a victory march
through the international settlement in spite of protests by the
commanders of the British and American forces in Shanghai and
the ambassadors of the two powers in Tokyo. Not surprisingly
there was a bomb incident which resulted in fresh demands upon
the municipal commissioner of police to which the municipal
council refused to agree. There was a further incident on
6th December when the Japanese arrested four Chinese in the
settlement itself. Britain protested and they were released
with a formal Japanese apology on 7th December. The Japanese
used the incidents to undermine morale of the municipal police
whom they castigated as ineffective. On their side the council
did warn people on 1st January 1938 that they would be liable
to be handed over to the Japanese if they committed an offence
against the armmed forces, and reissued the warning on 19th July.

On 4th January the Japanese presented demands including
increased Japaneseparticipation in the police force, which the
council handed to the western governments. It had become obvious

112, Shanghai Municipal Council Report of 1937.p.96.
113, F.C.Jones Shanghai and Tientsin.
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that :
by this time/ the Japanese were using the incidents to increase

their participation in the municipal government. Two choices
were open to them: They could increase their share in public
bodies like the police, and so gain virtual control: Or they
could use intimidation against powers holding individual
Concessions (viz Tientsin). As Shanghai was an international
settlement they used the first method in order to prevent an
alliance of powers against them.

Their demands of Ath January met with a cool response from
the governménts concerned. Britain made it known that after
consultation with other powers Mall had agreed that they should
support the council in opposing any attempt on the part of the
Japanese to interfere with the functions and the character of its
ackninist::‘a‘!:.ion."1“+ But she did go on to say that there was a
certain force behind the Japanese contention that they did not
have enough representation on the council. They offered no
solution however and had already refused to modify the land
regulations, which were the conditions under which the settlement
was administered.115 The council, assured of diplomatic support
refused the Japanese authorities demands on 18th March,116 mean-
while proposing a scheme for increasing the Japanese personnel
in the police force. Although the Japanese were disappointed
with the result they let the matter rest, and the question of her
admission into a larger share in the proceedings of the council
remained until the end of 1938, |

)
THE BRITISH POSITION IN TIENTSIN - JULY 1937-AUGUST 1938

At Tientsin the dispute with Japan differed in that, whereas
Shanghal was an international settlement, Tientsin was not.

114 . Under Sec. for Forei%n Affairs in House of Lords 15th Feb.
115. 329 HC.Deb. 5s p.1568 and p.1672.
1160 333 HC.Deb.SS p011720 :
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Therefore the Japanese could employ different means, and bring

individual action to bear on the powers separately. The British
117

and at Tientsin she also owned a concession: Britain therefore

stake in Tientsin was by far the largest of the foreign powers,
had most to lose by the Japanese aggression.

After the Japanese had seized Tientsin there were two main
sources of dispute with the British. Firstly, the Japanese were
incensed at the British refusal, and that of the western financial.
and mercantile houses,to assist their banking and currency schemes.
Secondly the Japanese claimed the inefficiency of the municipal
authorities in quelling anti-Japanese acts., And, as in Shanghai
they also claimed, through right of conquest, the sovereign rights
of the Chinese government over the Chinese in the concession, and
other organs such as the salt gabelle and the postal administration.
The British and French denied the existence of such rights;
particularly in view of the fact that no formal state of war
existed between the Chinese and Japanese. The local authorities
did tighten measures to prevent anti-Japanese acts, but refused
to hand over for trial men accused by the Japanese of acts of
terrorism, without prima facie evidence. 1In January 1938 the
Japanese threatened to enter the British Municipal Area because
the British authorities refused to hand over a Chinese allegedly
guilty of anti-Japanese acts, But the officer commanding the
British forces intimated that such an attempt would meet armed
resistance, and the Japanese moderated their attitude.118 The
situation remained tense, however, until the autumn. of 1938 when
it again flared ﬁp, and the Japanese ordered their residents on
31st August to leave the concession.

. F.C.Jones Shanghai and Tientsin.
. ibid.

117
118
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THE BRITISH ATTITUDE TO JAPANESE FISCAL POLICY.

To see the Japanese fiscal policy in its proper context
one must return to the Chinesemonetary reforms of 1935 which
inaugerated a managed currency and demonetarized silver. As
this cut across the Japanese plan for economic and financial domina-
tion of North China the Japanese refused to co-operate. They
put pressure on North China to stop the silver from Peking and
Tientsin ($50/60 million) from being sent to the Central Bank of
Shanghai. But the Chinese monetary policy was proved a success,
and as a result the Japanese, especially after 1937 decided to
introduce a new currency and force the yen out of circulation
in North China to further their economic policy.

Their first move was to introduce a new State Bank of issue,
The Federal Reserve Bank, on 11th February 1938 at Peking with a
capital of Chinese dollars 50 million. The Japanese had, of
course, counted on securing as their main reserve the silver still
stored in the British and French vaults at Tientsin and Peking.
But the Chinese managers of these banks avoided pressure by
fleeing to Hong Kong. The Japanese therefore looked for assistance
to the foreign powers in whose banks the silver was kept. But
this was withheld since the British saw the Japanese fiscal policy
as a danger to their own position in North China, as their trade
was geared to the yen and Japanese fiscal policy was monopolistic.
They also held that it would be a breach of faith on their part
to allow unauthorized access to this silver, or to compel its
removal outside the foreign administered areas where it could be
seized by the provincial government. The Japanese, however, held
that the silver belonged to the people of North China and was the
backing for their notes. Nationalist China's claim was that they
had provided foreign exchange against North Chinese notes even
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though the silver was held in the concessions in Japanese-
occupied territory.

On 30th June 1938 the puppet provisional government at
Peking declared/tﬁe Tientsin branch of the currency reserve
board, to which the silver had been entrusted by the Chinese
government , had been replaced by the Peking-Tientsin silver
custody committee. In communicating this to the British embassy
at Peking the Japanese said they placed great importance on the
transfer of the silver. The British however refused to comtemplate
such a move. As Sir J. Brennan said later in a foreign office
memorandum of 2nd November, 1939,whoever wanted the 311ver/wg§
certain that none of the parties - the National government of
China, the people of North China, or the two northern branches
of the banks, whose notes were given in payment for the metal -
desires that the silver should be handed over to the Japanese
authorities.”9 Had the Japanese gained possession of the silver
they would have used it to support the Federal Reserve Bank
currency and destroy the Chinese national currency, with the main
object of concentrating economic control in their own hands and
depriving the foreign, especially the British, mercantile community,
of the only medium for conducting trade.

The Federal Reserve bank made slow progress for the reasons
above, and also because it did not have sufficient specie
backing and was not freely convertible. Hence the Western
Banks would mot accept their notes. Japanese efforts to procure
foreign exchange were partially frustrated by the help of western
financial organs in China..120 In their concessions at Tientsin the
British and French municipal councils permitted ratepayers to pay
their dues in the new currency to avoid trouble. But it was the
British refusal to prohibit the use of the Chinese national currency

119 Documents on British Foreign Policy 1919-1939 Third series
(hereafter referred to as BD.) IX App.3. -

120, F.C.Jones. Japans New Order in East Asia p.147.
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notes in Tientsin which was one of the major sources of conflict
between Britain and Japan. But not until March 1939 did the
British government take any steps to aid the Chinese currency.
L
THE BRITISH ATTITUDE TO JAPANESE ECONOMIC POLICY.

Japan's fiscal policy was part of her general economic policy
in China. On 22nd January 1938 the provisional government of the
Chinese Republic proclaimed a revision of all the import and export
rates of the Chinese National govermments tariff of 193L. Although
there was no discrimination as to the country of origin the British
ambassador in Tokyo was instructed to protest on the ground that
the introduction of a special tariff for North China was contrary
to the treaty provisions for a uniform tariff for all China, and
prejudiced the integrity of the customs administration.121 On
2L,th March Butler stated that although the new rates tended to favour
Japaneée trade only one trade organization had complained of
prejudice. He also said that the Japanese government, in their
reply to the British note of protest had disclaimed responsibility
for the revision of tariff rates enacted by the Peking government.

She also denied discrimination.122

Such might have been the case in January 1938. On 28th March,
however, the reformed government of the Republic of China was
inaugurated at Nanking, and on 31st May issued, with the Peking
government, new tariff rates in areas under their control.123

The Oriental Economist however saw these new tariffs as the

foundation stone for the new economic bloc. In respect to foreign
goods The Oriental Economist declared Great Britain, the United States

and Germany enjoyed the full benefit of the revised tariffs, although
not perhaps to the same extent that Japan would under ordinary

circumstances.12h Whatever might be the case in law, however, in
121. 331 HC.Deb.5s pp.394-6.

122. 333 HC.Deb.5s p.1386.

123. Finance and Commerce June 8th 1938 and 333 HC.Deb.5s p.2022.
124 . Oriental Economist, July 1938 p.417.
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fact British trade as a result suffered. One result. of the acts
was the establishment of Japanese monopolies. Its effects on the
commercial interests of the British at Tientsin were great. The
Japanese wool monopoly brought protests from Britain and America.
The Japanese denied any restriction, but their effect resulted in
the exclusion of British merchants from the export trade in cotton,
and only with great difficulties did they retain a portion of thé
wool trade. The Japanese North China Development Company was
concerned with all the monopolistic practices, and British interests
in North China were thus confronted with a large Japanese government
controlled concern exploiting on a monopolistic basis.

.M

THE BRITISH ATTITUDE TOWARDS THE CHINESE MARITIME CUSTOMS AND
THE ANGLO-JAPANESE CUSTOMS AGREEMENT.

One of the main sources of dispute in North China was the
Maritime Customs Administration. An international organization
it was one of the greatest stabilizing influences in China:
But being largely British staffed (the Inspector General was
British) it was distrusted by the Japanese. - Between November 1937
and May 1938 the Japanese threatened to take over the customs both
at Tientsin and Shanghai but held their hand as long as the Customs
co-operated with them under pressure. At Shanghai the revenue was
paid into the Hong Kong and Shanghai Bank. But in Tientsin where
Japan only faced¢ the individual powers she was able to insist, from
November 1937, that the Customs Revenue be deposited with the
Yokohama Specie Bank to prevent the. money reaching the Chinese
National government.

This was more than a local issue and involved Great Britain,
as Japanese statements had raised doubts that, although they claimed
the sovereign-Chinese rights over the Customs} they did not intend

125, Far Eastern Survey Oct.12th 1938.
126. 329 HC.Deb.5s p.2048.
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to respect Chinese financial obligations. The British government
therefore deemed it advisable to leave the Japanese in no doubt
as to their claim to be consulted in any arrangement that might be
made concerning the Chinese customs. After conferring with
America and France they sent instructions to this effect to their
ambassadors in Tokyo,126 as did the other Powers. The Customs were
the subject of frequent representations.127 Although the Japanese
assured the British at the end of November 1937 that "due consid eration
would be given to the views of foreign powers,"128 their attitude
towards the servicing of foreign loans secured on the customs revenue,
was far from satisféctory. Shortly after their occupation of
Chinese posts and Customs post the Japanese had stated that
remittances would be paid to cover the proportion of this due from
the Tientsin revenue.129 But this did not prove to be the case.130
As a result it was decided by the British government to try and
remove this cause of friction by negotiation. Since February the
British ambassador in Tokyo had "been carrying on unofficial
conversations with the Japanese Minister for foreign affairs regarding
the servicing of foreign obligations secured on the revenues of the
Customs."131 On 3rd May, 1938 the Anglo-Japanese Customs Agreement
was signed. This consisted in temporary measures lasting for the
period of hostilities for the servicing of foreign 1oans.132 On
Lth May Chamberlain said in Parliament that these arrangements
appeared to the British government "to offer the best guarantee
obtainable for safeguarding the interests of the holders of China's
foreign obligations secured on the customs revenue and thereby to
assist in maintaining China's credit. n133

The Chinese were alarmed at this temporary agreement between Great

Britian and- Japén regarded it as co-operation. Such was not the

127. 333 HC.Deb.5s p.1387 and 334 HC.Deb.5s p.191.

128. 330 HC.Deb.5s p.362.

129. Eden in Commons Nov.24th 1937.

130. H of L 107.Feb.15th 1938.

131. Sir R.Craigie op.cit. p.53 and 335 HC.Deb.5s pp. 8h8-
132. For details - China Year Book (1939) p.97.

133. 335 HC.Deb.5s p.84E-9.
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case as Butler pointed out on 12th May: "... There is nothing in
the arrangement recently negotiated in Tokyo to justify the
suggestion ... that HisMajesty's Government have acquiesced in
any interference with the customs service and its present international
personnel. On the contrary His Majesty's Government have repeatedly
impressed upon the Japanese government the interest which they take
in maintaining ... the integrity of the maritime custom's service
.. M3k

It was assumed that China would agree, but this she refused to
do. She pointed out that by singling out some obligations for
favoured treatment, and by sanctioning the diversion of revenue from
others - viz. domestic loans, it undermined the position of the
customs as a security. But although the British agreement was
inoperative because of the Chinese refusal it may well have
prevented the seizure of the whole custom's administration, which
would have been .detrimental to Chinese and British interests alike.

134, ibid. pp.1732-3.
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PART II

GENERAL INTRODUCTION TO BRITISH POLICY DURING 1938-1939.

It was decided in the summer of 1938 that Sir Robert Craigie
should have talks with the new Japanese Minister for foreign affairs
General Ugaki on a semi-official and personal basis.1 This idea was
both in keeping with foreign office inclinations and Ugaki who wanted
the talks to cover "the whole field of British rights in China. n2
Britain, faced with the increasingly dangerous Czechoslovak question,
was more than anxious to keep in close touch with Japan and try if
possible to detach her sympathies from the dictator states. But the
talks were accompanied by increased Japanese military operations
around Hankow and in Southern China.3 This resulted in the closure
of the YangtSe to international shipping and increased vituperation

against Britain.h

On 26th July Craigie handed Ugaki a list of five "reasonable"
" demands concerning the Yangtse navigation.5 Japan did not 'answer
the British note for a month, and the substance of their eventual
reply was "profoundly disappointing".6 Agreement failed over the
questions of currency and more particualarly the Japanese demand that
Britain should stop "supporting Chiang Kai Shek™ and "co-operate
with Japan.“7. Unfortunately in this latter case Britain fell
between two stools, neither placating Japan or sufficiently aiding
China.8 Clarke-Kerr, the British ambassador in China, stated on
many occasions that he not only had to keep the Chinese in a state
of perpetual hope; but of actual unfulfilment. This was a source
of embarrassment to Britain as the Chinese portrayed themselves as

"fighting Britain's war for her. Ugaki fell from power in November
1. 338 HC.Deb.5s p.3034 and p.3976: Also Sir.R.Craigie op.cit. p.61.
-2, F.C.Jones op.cit. P.135 and 338 HC.Deb.5s p.2687.

3. B.D.VIII nos.99 and’ 86.

4. ibid.No 95.

5. ibid.No ‘6 note 2.

g. ibid.No 86.

. S' R.Cralgle op.cit. p.61.
Vol .VIII WNo.52
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and the injury to Britain's interests in China increased, as did

her protests. Craigie continued the talks with Arita and Tani,

the new foreign and vice-foreign ministers, that had been interrupted
by General Ugaki's resignation: But the talks were not on the same
friendly basis.

During 1938-1939 British policy towards the Far East depended
upon three factors: The European situation: The attitude of the
United States: and the progress of British rearmament (especially
naval rearmament). Britian believed that Japan had bitten off
more than she could readily digest in China. Therefore she waited.
Clarke-Kerr frequently insisted that "with help from outside the
Chinese could maintain their resistance long enough to make it
effectual."9 Even Craigie reported that Japan's margin of safety
was small and that she was peculiarly susceptible to economic
pressure from outside. The problem therefore as seen in the British
foreign office "was the extent to which, out of immediate and short-
term necessity His Majesty's government had to submit to Japanese
attacks upon British interests, to withhold from China much of the
aid which Britain was otherwise willing to give, and to wait until
the three factors mentioned above had become more favourable."10

For Craigie the way out of this maze of difficulties was
neither to'surrender to Japanese demands, nor to drive the Japanese
into war by action which they could interpret as direct assistance to
China; but to try for some: general settlement in the Far East, which
would safeguard Chinese independence and foreign interests in China,
and at the same time satisfy all reasonable Japanese claims, To
the British foreign office thé European situation,and, as a corollary,
the need to keep in line with American action and opinion were the
dominant consideration. "They had to take into account the arguments
of Clarke-Kerr in favour of giving more help to China, and also
those of Sir Robert Craigie in favour of showing a more conciliatory

- 9. ibid.No.266. ‘
10. B.D,Vol.VIII p.IV.
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attitude towards Japan, and preventing the Japanese from regarding
the total exclusion of British interests from China as essential to
the self-protection of Japan. This task of reconciling opposites
was not ‘easy; it was rendered more difficult by the tone of public
opinion in Britain," for which, by her actions, Japan was mostly to
blame. "From the point of view, however, of conducting a foreign
policy backed by insufficient resources, there was consikerable
danger in the attitude of a public opinion which, in its demands for
action on behalf of China, often forgot/gggtultima ratio of such
action might not exist in British hands."

As far as Chamberlain was concerned little else could be done.
As he said in the.House of Commons on 19th December 1938 "I should
like to repeat my conviction that the foreign policy of His Majesty's
Government during the last eighteen months has been right all along. »
If I had to live those eighteen months over again I would not change
it by a jot. Whether it ultimately achieves its aim, remains to
be seen, but that is not a matter which depends on us alone. Even
if it were to fail, I should still say that it was right to attempt
it. For the only altermative was war, and I should never take that
awful responsibility upon my shoulders unless it were forced upon me
by the madness of others."12

America saw Great Britain as an important factor in Europe and
the Far East. If Burope was the key to international action in the
Far East, Great Britain was regarded as the keystone of Europe.
Generally America considered that there was little prospect of
British participation let alone initiative in any drastic economic
move against Japan. Secondly that whatever course Great Britain
might pursue she would be moved by her national and imperial interests
and nothing else. It was moreover generally assumed that British
policy in the Far East was aiming towards a stalemate. A British
loan to China did not necessar?ly‘mean that Great Britain was

11. B.D. Vol.VIII p.V and no.149."
12. 342 HC.DEb.5s 19th Dec.1938 pp.2521-30.
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backing a Chinese victory, but merely that she was no longer certain
of a Japanese victory. (On the face of it loans and credits coming
as they did, at a time when everyone realized that a Japanese
victory was still far off, if ever, did seem suspicious. Britain
was seen as bolstering the Chinese who had done most of the

fighting themselves.13

In Britain it was realized that the safest course was to keep
Japan talking. Viscount Halifax, the British foreign secretary,
was aware that Japan was awaiting the outcome of the Czechoslovak
ecrisisand that neither government would go out on a limb until
this had resolved itself.“+ After Hitler's Nuremburg speech,
however, vituperation against Britain increased. In Britain too
the public demands for action increased.15 The British government
found it necessary from time to time to make public announcements.
These were a source of embarrassment to the government as they were
bound to annoy either the Japanese or the Chinese. The speeches
of 26th and 27th July 1938 by the British Prime Minister and
Secretary for State reaffirmed sympathy with China but arcused a
furore in Japan.16 Likewise the Prime Minister's speech of
2nd November concerning British aid to any reconstructed'China,17
and its subsequent misbroadcasting by the Japanese, aroused Chinese
fears that Britain was anxious to see the conflict terminated in order
to lend money to Japan to enable the latter to complete her domination
of China. Britain had to quell Chinese doubts. But at the same
time it was realized in Britain that it would be impossible to return
to the old Anglo-Japanese friendship without recognizing some
Japanese control of North China,

Even in the context of negotiation the British government was
open to the danger of being forced to6 compromise because of the lack
of force to back her words, The obvious, but impractical answer,

was co-operation with the United States. Supposing this to be a .
13. Miriam S.Farley - . Ramphbt p.48.

14. B.D. VIII Nos.80,54 and 111.

15. ibid. no.149. ‘ o

16. ibid. nos.41 and 86.

17. ibid.no. 196 and 340 HC.Deb.5s pp.69 and 82.
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possibility she ran the risk of being accused of threats and
bringing pressure to bear on Japan.18 Chamberlain's resultant
policy was one of no responsibilities, and no liabilities. Only
‘on the principle of her treaty rights to China would Britain stand
firm, because she ran the risk of being accused of deserting her
" League Commitments by the United States and China.19 Great
Britain, was, within this framework, prepared for a "fair and
comprehensive general settlement with Japan" in general peace efforts
on fair terms for all.20 If it had no tangible results, British
policy at least stopped all British ccncerns from being attacked and
bringing British trade to a stands’cill.21 Hull in his Memoirs
supports this poiicy "The polic& pursued by the United States and
other democracies did not, it is true, prevent Japan from contimuing
her war in China. But on the other hand it did prevent her from
imposing her own peace on China. It marshalled world opinion

against hc—zr‘."22

It became clear to the Japanese, that they could never hope to
end the Incident by localizing the action, During 1938, therefore
their objective was to try and break the back of Chinese resistance
by capturing Hankow and Canton. Canton fell on 21st October and
Hankow on 25th October 1938, but the Japanese postponed their
invasion of South China possibly because of fear of complications
with Great Britain, who owned Hong Kong and a territorial section
of the Canton-Kowloon railway. In any case it was no coincidence
that the Japanese invasion of Kwantung synchronized with the crisis
in September 1938, when Britain was preoccupied by an imminent danger
war in Europe. Britain's inaction at this stage proved to the
Japanese army that she was too strongly wedded to peace, or unprepared
for war, to oprose the Japanese attack on Camton, in spite of China's
desperate need for aid. On the other hand Japan by her actions

alienated the democracies who were steadily rearming. This, together
18. ibid.No.25. '

19. ibid.No.6k.

20. ibid.

21. ibid.No.99.

22.Hull (i) op.cit.p.571.
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with Russian recovery after the purges, and Japan¥shuge financial
drain in China, put Japan in a vulnerable position,

During November and December 1938 the Japanese attitude
contimued to stiffen. - The Munich honeymoon had brought no lessening
of tension in Europe: In the East likewise it brought no relief.23
The second Konoye declaration of 22nd December enshrined western
fears, and was in logical sequence to his other declaration of
November. DBritish protests increased especially concerning punitive
measures taken against Tientsin. Chinese pleas for aid relayed
through the British ambassador in China grew in volume,24 especially
after the fall of Canton. Outside the framework of the League they.
emphasized the help which the United States was giving them, to try
to squeeze assistance out of Britain. Chiang Kai Shak emphasized
to the West that Japan was vulnerable to embargoes, and would back
down under the threat of war. "Great Britain®™ in Chinese eyes,

"has ... arrived at the moment when a decision on this point can no
longer be deferred."25 The date of the Kuomintang conference was
put back until December to give Britain time to take a stronger line.
Britain, declared Chiang, should dismiss the hope of saving anything
from China, for it Japan won Asia Britain would save nothing at all.2

26

Whatever might have been the Chinese view, however, Chamberlain
had no intention of radically altering British policy. As Halifax
said on 19th October to Clarke-Kerr, "We do not at present anticipate
that Japan will go to excessive lengths provided we maintain firm
attitude.” The Japanese invasion of South Western China he saw as
"an extension of én already existing situation and does not really
confront us with a new problem."28 To Japan Britain on 14th January
1939 declared their intention of adhering to the Nine Power Treaties,
and that until Japan was more constructive in her proposals Britain

was not prepared to modify her attitude.29 it was, as Halifax said

23. B.D+ Vol.VIII No.338.
24, ibid.No.160 and 174.
25. ibid. No.160.

26, ibid. '

27. ibid.No.233 and 196.
28. ibid.No.161. -
29. ibid. No.431.
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to Craigie on 5th January the very ambiguity of Konoye's remarks
which alarmed both Britain and the United States.>C

Britain hoped that because of the bad relations between
America and Germany over the Jewish question the former would play
a larger part in the Far East. Characteristic of the stiffer
attitude displayed by the United States was their discouragement
of credits and the sale of munitions and planes to Japan.31 But
concerted action was once again spoilt by the unilateral action
which the Americans took over Japans proposed New Order. On
6th October the United States sent a comprehensive note to Japan
enclosing three demands concerning Japanese discriminations, and
hinted that if they were not complied with reprisals might follow.32 _
The Americans received no official reply until 18th November,33 but |
Japanese actions spcke louder than wc')r'ds.Bl‘F The development of their
aggression had been systematic since the fall of Canton and Hankow in
October. Britain's own note of 14th February followed the American

note closely.35

America's attitude towards joint action weakened British policy.
This,with the failure of Munich, lent support to Japanese belief
that Britain would not stand up for herself. Against this there
were signs of a more active British policy especially after the
southward move of Japan. Britain had begun negotiations with America
for a currency stabilization loan and credits for Japan in late 1938.
This close contact continued.36

During the early months of 1939 the worsening of the political
scene in the Far Edst continued. The Japanese seized Hainan island
in February, and claimed the Spratley isles in March. This perturbed

the Americans in the Philipines and the French in .Indo-China.

30. ibid. No.396.

31. ibid. No.160 and 223. .

32. ibid. No.134 and Forgign Relations of U.S A.-Japan 1931-41 Vol.i pp.820-6.
33, ibid. No.256 and R.I.I.A.Docs.1938 i PP.354-361.

34k, Grew 10 Years in Japah.p.229.

35. B.D, VIII No.431.

36. ibid. No 362.
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The question which came under closer consideration in Britain, as
a result, was the possibility of retaliation in the face of
Japanese threats to Shanghai, Tientsin and the Yangtse trade.
The most feasible form of retaliation was indirect in the shape
of a currency stabilization loan on commercial credits to China.
At the same time Britain -attempted to move the local talks being
conducted between the Japanese army and the British consular
authorities at Tientsin to the quieter atmosphere of Tokyo.

Early in 1938 there were discussions in London between the
United States Director of the War Plans division, Navy department,
and his British counterpart. They had discussed the possibility
of co-operation in the event of an Anglo-American war with Japan.

At the time the Admiraify were prepared to send some ships to
Singapore, but would not commit themselves to numbers.37 Unfortunately
the state of Britain's naval preparedness prevented her from sending
a large fleet to the East as it was needed in European waters. No
British fleet could go unless the danger of a simultaneous war with
Germany had been eradicated. At the British foreign office the
problem was seen as one between sending either part of her battle
fleet to the Far East before aggression took place, or of sending

it only after aggression had occurred. There were points against
each solution. If the British fleet was split it might be over-
whelmed separately, as Britain could only send eleven capital ships
against Japan's ten. Conversely if no fleet were sent until after
aggression had taken place it could not be used to prevent the
establishment of a new regime, and might be overwhelmed before it

got there. It would moreover be in strange waters - always a
disadvantage in naval warfare. Another argument put forward was
that only a small number of ships in eastern waters would probably
act as a deterrent to Japanese aggression.38 A small fleet was
quite sufficient in view of the fact that Japan would not use all
her fleet because of the fear of an American or Russian flank attack.

37. Pearl Harbour Attack Pt.9. pp..4274-5.
38, B.D'Vol VIII Nos.330 and 487.
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The most obvious deterrent was obviously the possession of more
capital ships, as with the number of ships available in the spring
of 1939 the Far East could not be defended. Naval armament was
therefore essential.

American co-operation in naval matters was also essential.
If as the Foreign office believed a small fleet at Singapore was
the most effective deterrent, they also believed that an American
contribution to naval strength, vwhich seemed more than possible
in early 1939, would lessen the risks. The defence of the Far
East they saw as a long term measure for the permanent defence of
British interests in the East, not merely as a means of "devising
measures which would have any direct or immediate effect in
inducing Japan to pay greater regard to British interests in China
itself" as Craigie had inferred in a letter to the foreign office
on 14th December 193829 In spite of the British desire for American,
- naval support, and because of the threatening European situation,
the British had to inform America on 22nd March 1939 that, while
it had promised the Australian government to send a fleet to
Singapore it now felt unable to do so. The Admiralty had decided
it was impossible to send a fleet, however small, to the Far East,
'because, even with their future strength, they had not sufficient
naval power to equal the combined strength of Germany, Italy and
Japan.l‘LO
government's assurance that if the British Mediterranean fleet
was sent to the East it would not co-operate in any further opposition
to Hitler in central and eastern Europe. Britain therefore asked
America. if she would consider transferring her fleet back to the
Pacific. On 15th April the United Stateés ordered its fleet back
to the Pacific.

The British decision was also influenced by the French

39, ibid.No.338.
4o, B.D.Vol VIII App.1.
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B
BRITAIN AND THE LEAGUE OF NATIONS.

In June and July 1938 the Japanese secured the removal of the
German military advisers from China. The Chinese, in view of their
increasing impotence to resist the Japanese, and the reluctance of
the western powers to contemplate anything smacking of embargoes
appealed to the League in September. Britain had warned them
against involving article 17 of the League Covenant as they knew
the attitude of the League would be the same towards China as it
had been towards Abyésinia and Spain. Halifax counselled the
Chinese to appeal to the League on grounds of humanitarian motives
and request aid. This way British aid could be'cloaked.l”1
Britain also knew what Japan's reaction would be towards Britain's
part at the League.i’2 She was in fact warned by Japan against
giving help to China under article 17, as this would damage any hopes
of an Anglo-Japanese entente. As Halifax pointed out to Craigie
on 1st September "the Japanese invariably affect surprise whenever
an animal it attacks is so wicious as to defend it:self.LF3 On
30th September, however, the League resoclved that members were
entitled to adopt individually the measures prescribed in article
16. The Japanese immediately blamed Great Britain, and refused
to co-operate with the League.m‘P

In reality the situation remained virtually unchanged.
British policy was not affected. League action was fixed by the
great powers and there was, as Halifax pointed out to Craigie on
17th October no possibility of concerted action; While any member
of the League was entitled to take action under article 16, no one
‘was going to do so because there was no possibility of concerted
action, which incidentally, Halifax added, it was the object of the
1921 resolutions to secure.4? 1In any case on a purely academic
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point neither Japan or China had declared war, and without an
official state of war existing article 16 could not be invokeci.l+6
In this way League commitments were circumvented.

On 17th January 1939 the Chinese again asked for more ,
concrete steps to be taken under the previously accepted r'esolution,l"7
although Britain had again warned them of the r‘esult.LF8 The Chinese,
concious that too violent an appeal would have no response, made no
mention of convening the Nine Power Conference or of the advisory
committee of the League, but asked that a committee be set up to
co-ordinate measures of assistance to China.l*9 Britain managed to
resist the extension of the resolution to include the establishment
of the commission for "co-ordinating such effective measures to
repudiate the Japanese claim to set up a new order in the Far East."50
Britain's role was to endeavour to leave the position exactly as it
was before. On 20th January the League council passed a resolution
recalling previous resolutions, particularly those of 6th October
1937 and 2nd February 1938.51 The very fact, however, that the
League had met aroused Japanese resentment and she again blamed
Britain. The army party used Britain's League commitments to
accuse her of being behind the Chinese resistence.

In May the Chinese asked Britain and France to make a similar
move to the American Pittman r'eso].u’c:i.on.S2 The Chinese Minister
for foreign affairs also suggested to Clarke-Kerr that at the next
session of the League council, due to meet on 22nd May 1939, "steps
should be taken to set up a co-ordination committee composed of
representatives of governments interested in the Far East, for
instance ourselves (Britain) the French and Soviet to consider the
question of imposing an embargo on supplies to Japan."53 They
pointed out that Japan's aims towards the western interests were
clear, especially after the occupation of Hainan and the Spratley

47, B.D.VIII No.417. 53. ibid.
48, Tbid. No.k25. 54. ibid.No 43 and For.Rel.of U.S. 1939
49. ibid.No.430 v91.111 pp.103-124.
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islands.ﬂP But, as Howe pointed out to the Chinese ambassador.
on Lth May "it was futile to expect the League to be able to take
any positivé concrete action in the sense desired ... /the League/
... was not in a position to adopt a policy of sanctions against
any great power. The brunt ... would fall upon Britain ... who
would thus be exposed to the full force of any counter-measures
which a policy of sanctions might provoke.? Great Britain was
"not in a position to risk exposing herself to any such possibility.
If the League had been in a position to take effective action against
aggression, His Majesty's government would not now have been compelled
to go cutside the League framework in order to set up a barrier of
anti-aggression forces which they were at present engaged in
constructing. It was also useless to consider any policy of
sanctions against Japan in which the United States did not take part."55
And Britain's approach to America at this time proved their belief

in the latters unwillingness for concerted action. Thus although
Britain was moving along the road to collective security, she would

not do it through the League, and only in her own good time. Although
the Japanese complained of British and American fortifications in

the Pacific /at Singapore, Port Darwin, Alaska, the Wake, Midway,
Johnston and Aleytian islands/; and although the two powers were
inthe grips of a new situation,they had to tread carefully. All
Britain could do at this stage was to reiterate her sympathetic
consideration of Chinese requests in the League council.

Nevertheless when the League did meet,the Chinese introduced
a recommendation asking "that a committee be set up to co-ordinate
such measures already adopted."57 Britain again restated her
sympathy, but said that the time was inopportune for the establishment
of a comm:i.ttee.58 Accordingly when the League passed its resolutions

on 27th May they merely restated the hope that Member states would

55. ibid.Note 3.
56. B.D.Vol. IX. nos. 87,90 and 93.
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58. League of Nations Journal 1939 Nos.5-6 pp.254-5.
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consult with the Far East Advisory Committee and give effect to
)resolutions already passed. >9 The Chinese expressed disappointment,
but "hoped that the action contemplated under the resolution would

lead to more effective measures of 3351stance."6o

During the conference the League also requested further
information concerning the bombing of Chinese civilians by the
Japanese. The Union of Soviet Socialist Republics asked for
publication of the details, and Britain agreed subject to the .
approval of the government by whom the information was supplied.61
Britain suspected China of trying to manceuvre her "into becoming
the spearhead of anti-Japanese propaganda,"™ over supplying information
on the bombing of China.62 Halifax therefore, stipulated that
Britain should not pass any more information than anyone else, and
should concert with France and America on information. In Parliament
face-saving words were used declaring that Britain had warned Japan,
of "the deplorable effects bombings would have on public opinion.®
in Britain, and that she would "take such steps as ... to bring
the Japanese to recognize the futility of such bombzanrdmem:s.“63

Gy
BRITISH MEDIATORY MOVES IN THE SINO-JAPANESE CONFLICT.

One reason why the Chinese had been led to their invocation
of article 17/by the renewed Japanese advance in Southern China,
and the failure of moves for mediation which had started before
the fall of Hankow'.élF ‘At that time the Chinese government had
asked Britain for joint or parallel action to bring about the
cessation of hostilities. At the same time Tani, in charge of
the Japanese ambassy in Shanghai, gave out unofficially what terms
Japan might accept.és On this occasion Britain used her 'good officesg
60. ibid. No.125. ' '
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not mediation as this might/;;;ngedaSpressure to the Japanese.66
The British ambassador in Tokyo objected to any joint offers of
peace as he doubted American support, if the Japanese rejected
British moves.67 In view of what Hull says in his Memoirs he was
correct.68 Craigie's own suggestion was one of private soundings.
He also believed it was imperative to get the Chinese to agree to
the Customs Agreement, and to give no further aid toc them, if
mediation with Japan was to be successful. In any case he was
convinced that no form of mediation could save Hankow.

Britain eventually did make private soundings.69 This, as the
British ambassador in China pointed out, was not what China had
originally asked for; their aim being a sharp public warning to
Japan.70 Craigie, however, was not interested in sharp public warn-
ings but only conciliatory approaches. As it happened the British
discovered that, although the Chinese had stated they had approached
the United States in the same vein, in fact, they had only asked
Britain. Britain feared she would be made the spearhead for
pressure on Japan and told China that the time was not opportune

for mediatory proposals.71

in October 1938
With the fall of Hankow/hopes of mediation faded. Craigie

had 'said that the Japanese would not talk peace until the fall of
Hankow.72 It was true to say that after its fall peace talks
became even more unlikély. Britain therefore viewed Kano's peace
proposals of October with scepticism especially the one referring

to equality of opportunity in,China.73 In view, however, of her
inability to offer any alternative substitutes Britain, as Halifax
said to Craigie on 26th October, had to follow up any peace proposals

and keep the doors open 'c.o.negotiation.’ﬂ+ Consequently Britain
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did follow up Kano's suggestion of an Anglo-German peace move,75
but it came to nothing as the one of the previous year. Japan
continued to declare that she was willing for péace,' but her
terms were couched in ambiguities like the Konoye declarations.
As the British ambassador in Tokyo declared to the Japanese minister
for foreign affairs on 17th February 1939 "the real bar to peace
seemed to me to be in the character of the Japanese conditions of
peace, and failure to reduce to more concrete terms the Vague and
ominous statements of 22nd December." It was he added ' important

77

to be more definite. This was, of course, if the Japanese were

sincere.
D
BRITAIN AND THE ANTI-COMINTERN NEGOTIATIONS.

Since the German-Japanese anti-comintern pact of 25th November
1936 negotiations for a strengthening of this alliance had continued.78
Negotiations, at first abortive, to join Italy and Japan together in
a pact of this nature, materialized in a different form on 6th
November 1937 when a protocol provided for the accession of Italy
to the German-Japanese pact. Agreement over "putting teeth into
the pact"79 was prevented by the Japanese fear, felt particularly
by her navy, that she would be dragged into a European war.8o Japan
was prepared for any military agreement against the Union of Soviet
Socialist Republics, but not against Britain. General Ugaki had
been particularly sensible of this.

The fall of Ugaki intensified rumours of an impending

strengthening of the anti-comintern pact.82 Although ostensibly

negotiations were directed against Russia, Britain was aware that
Germany was trying to drag Japan into more general commltments.
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On 4th October 1938 and Lth February 1939 Britain warned Japan

what a strengthening of the anti-comintern would be taken to mean

in the west,83 and added that Japan would find a powerful opposition
against her, against which the Germans and Italians would be uselesé..SLF
Japan was aware of this danger, and realized that neither Italy nor
Germany could afford her any help of military or naval significence
in the Far East. This was underlined by the return of the

American fleet to Pacific waters in April 1939. She denied,
however, that the Pact was directed against Britain. At the same
time she realized the use of the threat, of signing an agreement with
Germany, to induce the Democracies to abandon Chiang Kai-Shek.

Britain was aware of the Japanese mentality regarding European
commitments. But in view of the dangerous European situation and
the active diplomacy of Ott and Oshima there was no guarantee that
the threat of a new alliance between Japan and Germany.would
remain a threat.85 In Tokyo Craigie viewed the proposed alliance
with alarm. It was his belief that as long as neither Great Britain
or Japan committed an irrevocable act they would become allies again.
He saw the proposed act as irrevocable, which would mean Japan would
side with Germanywhereas she had remained neutral at Munich. In
his opinion Anglo-Japanese relations could not be left to drift until
the China incident was over. He believed Britain was forced to
adopt a definite conciliatory attitude towards Japan in the face of
dangers elsewhere and lack of American support. This was a policy
which dismayed Clarke-Kerr. The latter likewise believed that the
contemplated Pact was of great danger. But he did not believe that
the best way to prevent the alliance was to give way to Japan.
This,he stressed, was the best wayto prove to Japan that Great
Britain was not prepared to stand up for herself. But Craigie
in a letter to Halifax on 2nd December 1938 said "it is difficult
to judge from here which of these dangers - the entry of Japan into
the triple alliance or the complete subjugation of China to Japan's
84. B.D.Vol.VIII Nos.473 and 491.
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will - is the more actual or the more likely to be prejudicial
to our ultimate security. Each danger appears to call for an
opposite remedy. But at least this conculsion is inescapable,
that, neither danger is likely to be averted by continuing along
the present lines of alienating one party to this conflict without
assisting the other."sé‘ The dangers of doing nothing would drive
China towards Russia and Japan towards Germany.

Halifax, while he agreed that the comtemplated pact was a
danger in any form, doubted whether it was worthwhile paying a
sbustantial price, (like doing a deal over Chiné) to dissuade
Japan from entering into an alliance with Germany. Japan's policies
were Eastern not European, and she would not want to be included in
a European war. Any compromise, Halifax declared, would alienate
America and arouse Chinese fears of abandonment..87 - Point was given
to his views by Arita's speech of 8th March 1938 regarding the
necessity of western finance in China. The Tokyo correspondent
of The Times remarking on this statement said: "The point of this
statement is the implicit declaration that Japan cannot sacrifice
her relations with Great Britain, the United States and France, to
the interests of her idealogical allies, The anti-comintern
agreement serves certain aspects of her policy, but other aspects
require the goodwill, or at least the acquiescence, of the Democracies.
Japan, therefore, cannot equivocally enter the anti-democratic camp."88
Clarke-Kerr substantiated these views, and urged strong resistance
to Japan. He also underlined the fact that the length of Chinese
resistance depended on the support she could get from Britain.5?

The anti-comintern was a threat to Britain's possessions
and interests not only in Europe, but the Far East. She strove to
break the alliance by trying to detach Italy from the Axis. These
moves ended in failure in view of Mussolini's desire to show the
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solidarity of the anti-comintern body after the Anglo-Italian talks.go
Chamberlain had also hoped that after Munich she would be able to

use the Germans and Italians, fresh from appeasement 91 and mindful

of the animosity of the United States over the Jewish questlon,92

to mediate in China. He also presumed that Germany, no less than
Britain, did not desire an exclusive Japanese China,

On the other hand thefe were'dangers in using Germany in the
east, especially "at a moment when the American attitude towards
Japan appears to be hardening.“gb Great Britain had te balance
mediation with Germany against the alienation of America and the
latters sispicions that we might "do a deal in the east." She sought
to set the Americans at ease by assuring them that the recent
reassuring messages implying a peaceful settlement were Shigemitsu's,
who was out of touch with opinions at home.95

Thus by the spring of 1939 Chamberlain's attempt to split the
Axis had failed. In fact, because of Japan's fear of Russia and
the clashes at Nomonhan in May 1939 the danger of a strengthening
of the pact was more serious than ever. Germany, however, had
tired of waiting. On 22nd May it was announced that Italy and
Germany intended to sign a political and military pact. But the
German's still attempted to gain Japan's adherence to the agreement.

Japan had still failed by the spring of 1939 in her principle
objective which was to bring such pressure to bear on Britain through
the threat of strengthening the pact, that she would be forced to
collaborate with Japan in China. One of the reasons was that
Britain still clung to the slim hope of Anglo-American co-operation.
"Any compromise, moreover, which gave Japan what she wanted in
North China and left us in possession of a substantial portion of
our investments and tradein a weakened, but independent reminder,

would, apart from other considerations, be out of the question,
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unless it received the improbable concurrence of the United States,
with whom we have been trying for some time to pursue a parallel

policy."96

If Japan threatened to join a strengthened anti-comintern
pact. in order to force Britain to co-operate in China, she viewed
the Anglb-Russian talks, which started in April 1939, as a threat
to her own safety in the east.97 Russia was the one power whose
intervention in China she feared. The Czechoslovak'question had
dragged Russian into Europe, and into negotiation with Britain.
Russia bridged Europe and Asia, and Japan feared that any entente
between her and Britain would include the Far East. Japan was
caught between two stools. On the one hand she wanted to strengthen
the anti-comintern; on the other she played down the German desire
for a general military alliance aimed at the west, as this would
have driven Britain and Russia together. This did not mean, however,
that Britain could use the Russian talks as a bargaining counter in
the Far East, as Germany exploited the talks for her own ends.
dgpan . alleged that it was Britain's intenmtion to extend the proposed
Anglo-Soviet agreement and the noén-aggression system to ‘include
the Far East.98 Germany promised that she would occupy Russia
in Europe, and consequently leave the Japanese unmolested to solve
such baffling problems as the international settlementa..g9

Japan's fears were not completely unfounded, as Russia wanted
an agreement in the east as well as in Europe. = But as Halifax
pointed out to Craigie on 26th April at present the scope of
negotiations dealt only with aggression in Europe and Great Britain
was pressing her own proposals against the Union of Soviet Socialist
Republics. "™Great Britain had still not abandoned hope of friendly
- relations with Japan and were not likely to take any step calculated

to prejudice this unless compelled to do so by force of circumstances.
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To the Japanese ambassador Halifax said on 16th May 1939 that any
ultimate M™agreement will relate only to aggression in Europe and
not ... the Far East.".m1 It was most important for Britain to
make quite clear to Japan that this was not to be used as an
argument for deterring Japan from joining the German-Italian
alliance. Britain dare not lay herself open to the accusation of
_threats.

Unfortunately for Chamberlain the negotiations with Russia had
their own complications, as he had by May 1939 given guarantees
to Russia's weaker neighbours, Poland and Rumania. As Halifax
pointed out to the Japanese ambassador on 27th April Britain "had ...
been seeking a policy which would, on the one hand, not deprive the
forces of resistance to aggression of Russian help, and, on the
other hand, not to prejudice the position of the countries in
question and not give Germany an. excuse to say we were following
a policy of encirclement. We had also to be careful not to '
arousesnspicioﬁ in quarters which were suspicious of Russian help."102

Japan refused to sign the military alliance with Germany

because it would involve them in the west. This did not mean how-
ever that she had dropped her ideas of stréngthening her alliance
against Russia.m3 Neither had Britain dropped the idea of a tie
with Russia. Craigie counselled against it as he believed Britain
would be Mrisking making a certain enemy of Japan (whose powers must
not be underestimated) only to gain a very uncertain friendship in
the Uﬁion of Soviet Socialist Republics."1oh The obverse was of
course true also, If Britain lost the friendship of Russia or
the change of making an alliance, shewuld gain only a very uncertain
friendship in Japan. But Craigie did not mention this. 1In fact
it was Chamberlain's failure to come to any agreement with Russia
which gave Germany a free hand in the spring of 1939, and allowed
the partition of Poland. Neither did the absence of any Russian
agreement improve Anglo-Japanese relations,
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The exasperation of the extremists in Japan at their
failure to secure a full military pact with Germany led them to
make a concertéd_drive against British interests in China especially
on the Yangtse and in Shanghai.105 The British foreign office attachec
some importance to rumours that the outcome of the struggle over
British rights in China would decide whether Japan would or would
not join the Axis alllance.1 06 This explained in some part British
determination not to give way if possible. In a letter to Craigie,
Sir A.Cadogan declared British policy should therefore be one of
indifference and Britain should not appear gratified or vica-versa.
Britain should also hint that Italy's fleet could not contain the
British fleet in the Mediterranean, nor German aid help her in the

event of war with Ru531a.107

It was,however, natural that the Japanese should keep their
alliance as a perpetual threat to Great Britain. Consequently
when the Tokyo talks showed signs of foundering’Craigie on
11th August, reported renewed agitation on the part of the army

for the alliance.m8

"But the event which was finally destined to take the alliance
question oyt of Japanese politics for a whole yéar was the conclusion
of the Nazi-Soviet non-aggression pact on 23rd August, 1939.“109
It removed the corner stone of Japan's foreign policy. In Britain
it raised hopes that the hands of the moderates would be strengthened,
. and America suggested that because Japan's disappointment would be
strong, now was the time for Britain to get an agreement.111 It was
clear that the moment was opportune to try anddetach Japan from
Germany.''®  The Nazi-Soviet pact while being a blow to British
diplomacy, assisted her in the Far East in that it made it unlikely

that Japan would enter any European war, and create a war on two fronts.
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On the other hand it must have been obvious to Japan that because
of the pact Britain would be unable to defend her interests in the
east. Thus America's attitude assumed even greater importance in
Japanese eyes, because Britain now depended upon her for protection
in the east. Ethically Japan might have felt offended by the
Nazi-Soviet pact, and drawn towards the west: Practically it could
in fact was, used by the army to strengthen their efforts in China.

E

THE BRITISH POSITION IN HANKOW - OCTOBER 1938
- JUNE 1939.

In her settlements and concessions throughout China Britain was
faced with a hundred local situations. Local British policy was ‘
therefore somewhat disjointed as it struggled to find local expedients
in the general framework of British policy,

At Hankow the British authorities in 1938 found themselves in
le-facto control of the former British concession. This was the
special administrative district 3 (S.A.D.3) which had been governed
under joint Anglo-Chinese control. British forces had prevent ed
the destruction of Hankow by the retreating Chinese. This did not,
however, make the Japanese show any increased respect for foreign
rights,and restrictions against trade and shipping were promulgated.
The situation, in fact, threatened to go the same way as Naﬁking,113
and the Japanese had policed the S.A.D.3 with their own military
policy.11h Britain protested in a note of 9th November 1938 that
this was in contravention of the 1927 agreement,115
the Japanese "to take such steps as may be necessary to ensure that
nothing is done which would infringe these rights."116 Notwith-
standing Britain's firm attitude,117 these rights were already
infringed as Britain had already agreed to the pass system.118

and requested
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As the Japanese consolidated their power around Hankow they
demanded the removal of Dupree, the director of the bureau of the
S.A.D.3. In his place they wanted a Chinese director who would
be under their control. In return they promised to return
contrel of the bureau's executive rights to the municipal police.

- If Britain had agreed it would have meant acquiescing in the
deprivation by Japan of the bureau's executive powers - namely the
’police. Britain therefore considered reaching a 'modus vivendi!
by accommodating Japan with the voluntary resignation of Dupree.
But because they doubted Japanese assurances the local British
authorities believed it was not worth the risk of conceding to
their threat of force, or of making unilateral Japanese proposals
under the threat of force a basis of discussion.120 It was also
the foreign office opinion that to bargain with the Japanese
compromised Britain towards accepting the puppet Chinese which she
could never accept. Britains interests were to be best served by
preserving her legal position and not negotiating. Because the
whole affair concerned British merchant interests, it was decided
that, as they and the British consular authorities considered the
Japahese terms inadequate, negotiations were to be abandoned.121
It was eventually, in June 1939, decided to await events.122

119

F
THE BRITISH POSITION IN SHANGHAI AUGUST 1938-1940

By the autumn or 1938 conditions in the international settlement
of Shanghai had deteriorated,123 although the situation was not as
bad as at Tientsin. = Britain was afforded a certain protection as
international interests were involved, and Japan had to use more
caution. The Japanese had proposed a new 'E!' division which would.
120. ibid.No.121 o
121, ibid.No.159.

122. ibid.Nos.177 and 260.

123. B.D.Vol VIII No.398.
124, Ibid.No.338.
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have given them control over part of the waterfront. While

this differed from the councils original proposal the British
consul at Shanghai considered that Britain must be prepared to

124

consider it if negotiations on the commissioner!'s map failed.
Meanwhile the Japanese pressed for Mearly negotiations.“125

At the same time the Japanese also demanded on 4th November
a reorganization of the municipal police with increased Japanese
par‘ticipation.126 It was obvious that the Japanese would not
leave the northern parts of the international settlements which
they occupied unless some coﬁsideration was given to their demands,
although they had previously promised full return of the municipal
councils' perogatives.128 There were good reasons why Britain should
accept. Clarke-Kerr pointed out that"in return for ... police
reorganization ... already overdue ... a definite step will be made
towards reassertion of the councils' authority and restoration of
confidence in an area where many Chinese have resumed residence,
and foreigners, including British, are doing so in increasing
numbers. This will moreover have been gained without any concession
on other important issues such as that of the settlement courts."129
It would alsc have meant, if Japanese promises were in good faith,

127

the r emoval of restrictions.

Until some form of agreement was reached there could be as
Clarke-Kerr said no attempt at a general clearing up of the
enclaves or the assumption of control by the municipal council.

Any independent action in this respectwould have provoked a major
storm.130 What the Japanese were hoping for was Mthat the Shanghai
municipal council may be enticed into co-operation with the puppet

municipality."131 This is,'in fact, what was happening.132' .The

125. ibid.

126. ibid No.302.

128. ibid.No.398.

128. ibid.Ne.302.

129. ibid.No.410. .

130. ibid No.455. _ , .
131, ibid.No.459.

132, ibid.No.3298.

133. ibid.No.470.
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British foreign office view was that co-operation with the puppet
municipal authorities was a good idea from the standpoint of the
welfare of the British in the concession, "provided the British
authorities are not directly involved.133 They considered thét
"the suggested arrangement would not appreciably affect the
general course of the campaign, and the influence likely to be
exercised by a hardening of the Anglo-American attitude is too
uncertain to justify the rejection of limited local measures for
the immediate safeguarding of foreign interests."134 It was all
the more urgent in the face of renewed Japanese threats,135 who
were genuinely perturbed at the loss of members of the puppet
Chinese government by political assassination.136

The Japanese believed, and there was probably some force
behind the belief, that "there was a strong suspicion that terrorist
activities are being carried out to cause a direct clash between
Japan and the municipal council and also with some third power -
especially Great Britain, and therefore both sides should be careful
not to be trapped by such sinister strategy."137 In fact the
Japanese had not as much to lose from these incidents as Great
Britain who suffered the most. On the suggestion of Clarke-Kerr
the British consul general at ChungKing approached Chiang Kai-Shek
in February 1939 and requested "him to use his influence which
proved to be effective last time, to persuade those responsible
(for the murders) to 'lay off'", and stop embarrassing1§g§ British

government,138 The Americans sent a similar request..

140

The murders did not stop however and the Japanese continued

to use them as a pretext to accuse the settlement council of neglect.
As a result the council decided in February that the situation Pwas
becoming too big for the council to handle®™ and asked for support
134, ibid. and No.459.

135, ibid.Nos.495 and 504 and B.D.Vol IX No.9.(Enclosure)

1%6. B.D.Vol.VIII Nos.507 and 97. '

13%7. ibid. No.496.

138, ibid.Nos.497 and 123.

- 139, ibid.No.518.

140, ibid.No.551 and B.D.Vol IX No.l.

141. ibid.No.509.
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from the interesﬁed pr.wwers.“*'1 One of the powers, however, had
already thrown in her hand. This was Italy who, in February,
granted the Japanese the use of their concession at Shanghai.“+2
This the Japanese proceeded to use as a lever to force Britain to
desert her obligations in China. Both Britain and America made
oral representations on 28th February and 26th respectively against
- force being used to deal with questions relating to the international
settlement.1h3 There was little doubt that the Japanese were
trying to gain by forcible measures "a larger share in the administra-
tion ...His Majesty's government take a very grave view of such
action on their pexrt]L"lF - It was probably the realization that
unilateral action in Shanghai would bring them into conflict with’
the United States as well as Great Britain, that forced the
Japanese military to negotlate at .the same time keeping up the

145

pressure on Britain.

The municipal council agreed to bring the Japanese branch of
the municipal pelice up to strength as soon as recruits could be
obtained, but refused quite definitely to allow independent Japanese
police action within the sezttlemem:.“"6 Co-operation was essential,
but not as a result of intimidation. . The Japanese refused to
accept their reply and on 28th February reinsisted on the same five
demands together with Hideka's proposals of November and December
1938.1h7 - They also demanded immediate implementétion of their
claim to have a senior Japanese police officer in the municipal
police force. Such was the threat that the council considered
invoking the assistance of the treaty power consuls, and backed by
the British and American governments-they'refused. On 4th March
"a working understanding for co-operation has been reached which

... does not impair the authority of the council. n1k8

142 dbid.No.503.
143.1b1d Nos.521 and 545 and For.Rel.of U.S. 1939 Vol.IV for U S.

representations regarding the integiity of the international settlement of
Shanghai pp.1-108.
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This agreement caused the Japanese some trouble. They did
not publicize the agreement with the municipal council because
they feared the army extremists would accuse them of backing down.
Consequently they fabricated reports stating that the Shanghai
municipal council had reached an agreement with them, and that in
future the Japanese authorities would try all persons committing
anti-Japanese acts within the settlement. This report alarmed
the Chinese,”+9 and Britain had to quieten their fears by stating
that, while the council had promised to hand over criminals acting
against the accused forces - no one else was included.150 The
Shanghai municipal council also issued a communique on 14th March,
to avoid misrepresentation, on denying agreement over such questions
as the Land Regulations, and the right of the Japanese to search
in the settlemen‘c.151 These reports were said to be a Mmalicious

fabrication," 122 '

In Parliament the Earl of Plymouth said on 1st March 1939

"that the British government were continuing to watch the situation
. closely and were prepared to afford the council such advice and -
.support as may from time to time be possible." The British and

American governments had already drawn the attention of the Japanese

government to the fact that they were interested in the discussions
proceeding between the consular and Japanese authorities at

Shanghai.153 How closely the situation needed watching was

exemplified when the British foreign office received a report on
31st March that about thirty Japanese police were staying in the

Yangtse hotel, thereby setting up a virtual independent gendarmerie

in the concession. The mumncipal council protested against this
violation of the recent a%giement for co-operation, but the

gendarmes still remained,

' The Japanese had only agreed to a temporary settlement in

150.ibid .No.570. '
151.ibid .No.561.

152.ibid.570.

153.House of Lords.Hansard Vo.III.
154.B.D Vol.VIII No.590.
155.B.D.Vol.IX No.9.
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the first place as they believed that the time was not far distant

when they would be able to take over control of the council by
constitutional means, as a result of their increased voting strength
because of the revision of the land regulations. As the European
situation worsened the consequent diversion of attention away from
the east encouraged Japan to accentuate her pressure on the interests
of the democratic powers, particularly Great Britain, who obstructed

her.155

On 2nd May the Japanese renewed their demands for the
suppression of anti-Japanese acts, and a Japanese officer to be
in charge of the HongKew and Yangtsepoo police.156 They also
supported demands made by the Chinese puppet authorities at
Shanghai that the settlement's Chinese courts as well as the title
deeds to property and other documents of the Chinese land office
be turned over to their regime.157 On 3rd May the Japanese
handed the British ambassador an aide memoire relating to their
demands at Shanghai. A similar note was handed to the American
ambassador on the same day.158 Among &her desiderata they demanded
the revision of the land regulations which formed the legal basis
of the settlement's administration.159 The Shanghai municipal
council declared itself,. willing to agree to such demands,as did
not encroach upon its administrative independence, issued a
declaration forbidding political activities and proclaimed their
neutrality in the Sino-Japanese conflict.160 But they were not
prepared to revise the land regulations,

The British government likewise rejected the Japanese demands

on 19th M.ay,161 similar to the American note on 18th May.162 .Joint

action had,as usual, been ruled out by the Americans who were ¢
163

prepared to make "synchronized and similar - but not indentic"notes.

156. ibid.No.33.
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Both governments held that the revision of the land regulations
should await more stable conditions in Shanghai. Britain also
said that she was prepared to consider only " constructive
proposals free of any political ulterior motive:s,,"w’l+ and she
would view seriously "any attempt on the part of any one interested
power taking advantage of external conditions to prejudice the
international character of the settlement."165 The Japanese
rejected the British protest on 24th May and claimed the right to .
forcibly seize anti-Japanese persons in foreign concessions because
the latter were Chinese, and China was occupied by Japan.166 Both
the British ?2% Americans verbally protested against this

declaration.

The danger of the Japanese taking over control of the Shanghai
council by constitutional means became a serious threat in 1939.
The British consul reported on 5th June that the present serious
increase in voting strength would give them control of the settlement
by April 1940. The only solution seemed to be a drastic one.
This was put forward by Mr. Arnhold who suggested that the council
should refuse to collect taxes from a line drawn to the west of
Ward road gaol to the north of HongKew park, and that the land
regulations be declared no longer operative in these areas. This
would have deprived the Japanese in these areas of the right to vote
in the council eléctions.168 There is little doubt that this would
have aroused Japanese anger and the danger of force. As it was,
as the year progressed, Shanghai became the subject of increased
Japanese pressure,1 9 and the only solution tothe increased lawless-
ness in the Japanese areas appeared to be by the use of force.
The British and American council members were against this however,
and in any case the ultimate decision rested with His Majesty's

government.

165. ibid.No.92 (enclosure)
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The situation worsened gradually until the outbreak of the
European war. But it was not until August 1940 when British
troops were withdrawn from Northern China that Britain also
withdrew her troops from 'B' and 'D' sections of the international
settlement. Japan was given 'D' section and America 'B!' section.
Things remained like this until the outbreak of the Pacific war.

Kawaits remarks of 24th May concerning the right to forcibly
enter concessions were given substance by the delicate situation
which arose in the small international settlement on the island
of Kulangsu. On 11th May 1939 Hung Li-Hsun, the pro-Japanese
¢chaiman of the Amory chamber of commerce was assassinated.17o On
the following day two hundred Japanese marines landed to conduct
a search for the culprits. Britain instructed Craigie to protest,
either in concert with his French and American colleagues - or alone.
Following this action the Japanese presented the Xulangsu municipal
‘ 171 The council refused all these

demands except the ones dealing with the suppression of terrorism,

council with sweeping demands.
172

and protested against the Japanese action,

It was obviocus to all the interested powers that Japan was
using, Kulangsu as a test case for Shanghai, and the murder of
Hung as a pretext for using force. If they could obtain their
ends by force they might have tried the same tactics at Shanghai.
Consequently apart from the protests made at Tokyo and to the
Japanese authorities in China, Great Britain, America and France
sent warships and landing parties to Kulangsu on 17th May. The
Japanese denounced this action as unfriendly. ., In fact the Japanese
were checkmated, They had been indirectly warned of the ‘serious
consequences to Anglo-Japanese relations which would follow if they

tried a similar coup in the international.settlement of Shanghai.173
170. 347 HC.Deb.5s pp.968-9 and F.C.Jones op.cit.p.144 and B.D.Vol.IX.No.69.
172. B.D.Vol.IX 204 (note) '

173 . 347 HC.Deb.5s pp.968-9. .
174 . B.D.Vol IX No.204 and For.Rel.of U.S. 1939 VolIV.pp.108-163.
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| - The Japanese tried to force the Kulangsu council to yield by
cutting off food supplies from the mainland, and by maintaining

a virtual state of seige. Since, however, they did not preévent
supplies from reaching the island in foreign ships the council was
able to hold out until the Japanese dropped their major demands.
In their resistance they were backed by the British andAmerican
g0vernments.17h An American suggestion that their landing party
be withdrawn175 was fortunately defeated by United States iocal,
and naval opinion in August.176 It would have had the unfortunate
effect of léaving the British troops in Kulangsu to face Japan
alone, which Britain had to avoid at all costs.

On the outbreak of the European war Great Britain and France
ithdrew their landing parties from Kulangsu, but the United States
ontigent remained. On 17th October 1939 agreement was reached

between the Kulangsu municipal council and the Japanese consul
general, and approved by the consular body. The council agreed

to appbint additional Japanese members to the police force and

to co-operate with the Japanese in suppressing terrorism. But

it maintained its administrative rights unimpaired. On the day Qf‘
the signature of the agreement the United States and Japanese forces

were simultaneously withdrawn.777

In protecting her interests in the international settlements
Britain had to resort to c¢her means than the use of force. The
British did however contemplate the retaliation as a possible,if
unfortunate eventuality. This raised the question of what British
action would be presuming that military resistance in the settlement
was out of the question. )

Sir Robert Craigie in a letter to Sir A. Cadogan on 23rd May

declared that "some sort of immediate retaliatory action would
195, ‘ibid.No.k32. :
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be essential.n This had the advantage of doing something before

178 In considerations of

Britain was faced with a fait accompli.
this sort, however, America was the deciding factor, and it was
179 This was

due to the Japanese drive to put Japanése—American relations on a

clear that at that time she was averse to pressure.

better footing in order to drive a wedge in the Anglo-American
alliance.180 Halifax doubted if any attempt to put pressure on
the United States to follow a firmer line would have any - effect.
In the light of past events it had been proved that the United
States only helped those who helped themselves, and that in any
action of this sort Britain woculd have to step out alone, as the
181 such

action could never be contemplated by Britain except under extreme
182

best means of encouraging the United States to follow.

circumstances.

There was fortunately an obverse side to the coin. America
2y not have been prepared for joint action with Britain. On the
‘her hand neither was she unaware of Japanese ambitions. By
.d large "the Japanese failed to attain their major objectivés
' Shanghai and Kulangsu because they encroached upon the interests
- all the other major treaty powers, and had met with collective
ésistancé. In particular the United States was involved in the
fence of the international settlements and the Japanese government
s wary of provoking her, n183

G
THE BRITISH POSITION IN TIENTSIN AUGUST 1938-1ith JUNE_1939.

During 1937-38 the Japanese had been building up a body
complaints against the governing bodies of the British and

ench concessions at Tientsin. The year 1938-3G reproduced the

9. ibid.No.107.
»O. ibid.Nos.107,116 and 138.

, ibid.Nc.135.
82 For Britain's policy regarding retallatlon ef above .pp.105-8 and
83. F.C.Jones op.cit.p.145. o passim.

'84. B.D.Vol VIII No.317.




76 °

grie#ances of the previous year only at a quicker pace.

184 - The

problem which was to be the immediate cause of conflict - the
question of handing over men to the Japanese authorities - brought
into relief the differing ideas of Britain and Japan, concerning
justice and human rights. With increased Japanese pressure came

loss of trade. This, in itself, raised the question of retaliation,
Britain however as Craigie pointed out "could do nothing by herself,
which would incur the risk of war." It was of the greatest
importance to take parallel action with America at every step, as
Britain stood alone at Tientsin whereas at Shanghai she could rely

on American support.186

The most serious threat to the concession came on

1st September 1938 when the Japanese announced their intention of

187

evacuating their own nationals from the concession, and increased

~their restrictive measures. This they did because of the firm westem

attitude over the currency and silver issues. The evacuation was slow
at first, but although temporarily halted and excused with wvague
statements, it continued. By December 1938 it had beén completed.The
British foreign office recognized the "probability of a serious

move against the Tientsin concessions®, which would "be the first

step in a carefully prepared programme for the destruction of our
political position in China."188 On 13th December the Japanese
declared that they had decided to erect barriers as from the 14th

and the searching of Chinese to prevent anti-Japanese persbns leaving

189

the concessions. They asserted that the measures were taken

because of lack of co-bperation on the part of the concession

authorities. Ferries were stopped and the searching, even of

190

foreigners, became rigourous. At the request of the Japanese

Britain permitted her subjects to carry passports for Japanese

inspection, but further should would not go.

185.1bid .No+351.
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During January and February conditions deteriorated. Conciliation
by the Tckyo cabinet did not mean a cessation of indignities by
the Japanese army in Tientsin.192 The British and French protests
of 24th December193 had only resulted in a temporary relaxation
of searching, and by March this had been re-enforced., until Britain
took up a position in conformity with the new situation in China.19h
This would have included, amongst other things, the permission for
the Japanese "police to be allowed to act freely in the British and

French concessions which naturally we cannot agree to"195

But the question which was to arouse the most controversy was
that of the internees. The British authorities had intermed persons
suspected of terrorist activities against the Japanese. Chief among
these was Ssu Ching Wu196 arrested at the end of September 1938.
While the Japanese never produced evidence against him they had
demanded that he be handed over to their local authorities which
the British refused to do. An alternative solution that he be
removed to Hong Kong or Shanghai197 was rejected by the Japanese
in Febr'uary.198 Instead on 16th March 1939 they demanded the
removal of Li Han-Yuan, the Deputy chief of police and four police
suspected of anti-Japanese activities.199 Thus the problem of the
removal of politiéal offenders became inextricably mixed with that of
the composition of the police force, and later with the question of
silver stocks and the currency issue.

The British ambassador to China in a letter of 1st March to
Mr.Jamieson the consul at Tientsin believed it advisable to shelve
the idea of removing Ssu elsewhere as it would provoke the Japamese.
But the British foreign minister in a letter to Clarke-Kerr on
25th February thought that as the removal of internees had only been
dependent on the bettering of conditions inthe concession (which had

200
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)201 Britain should remove Ssu along with the others

202 1t would indeed have made

not occurred
regardless of tJapanese wishes.
little difference to the dapanese plan as they had decided to push
the British out of Tientsin. The worsening situation brought
protests from the British on February 28th and March 5th concerning
the erection of barricades on 1st March, both of which remained

unanswered.zo3

Chamberlain and Halifax had to hope that by keeping in constant
touch with the Japanese in Tokyo and China she would, by negotiation,
lead Japan away from the wse of force. Local meetings were in
fact taking place during the period of increased Japanese pressure
in March.zoh It was through these meetings that the Japanese placed
their demands which led to the 1ater\talks in Tokyo.

Talks did not however mean conciliation. It was the opinion
of the Tientsin consular authorities that the Japanese would hardly
- have gbne to the expensé of erecting costly fences and customs
houses around the concession if they éipected any amelioration of
the situation.zo5 - In order to try and lessen the tension the
British began to think in terms of some form of compromise over the
question of Japanese gendarmerie intra-concession liason. The
same point was under discussion at Shanghai and there was the danger
that if the Shanghai municipal authorities agreed it would be hard
for the consular authorities at Tientsin ™to resist ... application
of these points in some form or other." Tientsin, declared the
British consul Mr.Jamieson, must "not be taken as a precedent for
Tientsin,“206 At this stage the latter was in favour of a firm
attitude, and believed that more Parliamentary speeches like those
of February and March207 Will make the Japanese think twice before
carrying out whatever purpose they have in mind."zosn
201, ibid.No.506.

202, 1bid.No.533. 208. ibid.
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The Japanese, however, made no effort to alter their course
until Britain adopted a "new attitude in conformity with the new

n 209

situation Consequently British protests concerning the

searching of her nationals in March would have little effect.21o
CraigieAbelieVed that protests on national lines were bound to fail
and in a letter to Halifax on 23rd March stated that "only locally

will it be possible to brlng about any real improvement. n211
The foreign office took/hls suggestion to send Piggott to Peking and

Tientsin to try and ease the local sfouatmn.z1

As it happened the Japanese stopped searching for old notes
and cohsequently the plan which the British had been planning in
consultation with the Americans and French was not made.213 But
the barricade remained, and the danger of a frontal attack over
the British refusal to hand over political internees became more
imminent,21h when, on 9th April the first political murder occurred
within the British conéession,215
and fresh British problems, concerning the treatment of political
‘offenders. The victim was Cheng Lienshih the Chinese manager of

and raised fresh Japanese demands,

the federal reserve bank. Four members of the Chinese route

army were arrested as suspects and two, when handed over to the

Japanese confessed, but later retracted their statements when returned
s 216

to the British.

The British ambassadorsin Tokyo and China had differing views
on the question of political offenders. Craigie favoured expelling .

or handing over criminals,?17 while Clarke-Kerr, although he admitted
Chinese actions had compromised the neutrality of the concession,218
objected because he was averse to being "hustled by the need for
haste or by Japanese threat%ﬁ and because he knew what their fate
~would be in Japanese hands.

240. Ibid.No.573 and 576. o
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Jamieson, the consul general at Tientsin, however, pointed out
that "granting asylum within the concession was inconsistent with
strict neutrality" and considered that the Japanese were justified
in believing Britain was helping the Chinese if she upheld her
attitude.zzo The British foreign office attempting to steer a
diplomatic course declared that it had no legal authority to deport
the internees to Hong Kong, but agreed with the British ambassador
to China that Britain was compelled to suppress political terrorism
within its concession.221 Lord Halifax also stated that in
.existing cases persons should be expelled, and in future cases
either expelled or handed over to the de facto authorities, accarding
to the seriousness of their offence.222 This did not satisfy the
Japanese, who required the immediate handing over of the four
suspected assassiné.223 Craigie and Jamieson agreed with their
demamds.zzl+ As a result and in order to gain time the foreign
secretary declared that "the whole question of disposal of political
agitators in the concession has been under review by the foreign

office.ne%5

Britain meanwhile sought Chinese assurances that terrorists
would not cause the concessions any further embarrassment. On
6th June the nationalist government gave their assurance,226~adding
that they hoped Britain would not hand over the internees.227
Halifax reminded the Chinese ambassador of their assurances of last
July, and of the March 11th notification of His Majesty's consul
general at Tientsin,228 and declared on 7th June in a létter to
Clarke-Kerr that the Chinese had no cause for complaint if Britain
did give way. He added that "any action by the Chinese government
which might expose concessions to the risk of being taken over by
the Japanese was most unwise since foreign concessions admittedly
constituted one of the greatest obstacles to Japanese economic plans
in China." Britain saw no reason why she should carry the can for

220. ibid.Nos.6l4 note, 142 and 180.

221. ibid.Nos.48 amd 102. 226. Ibid.no.160.
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229 The Japanese, however, were not prepared to wait

the Chinese,
either for a British reconsideration of their attitude towards

political internees or Chinese promises. On 1st June Jamieson

reported that they had handed an ultimatum to the British authorities,
which stipulated, that unless they received an answer in the affirmative,
concerning the handing over of the four men, before 7th June they
would assume a British refusal, and take appropriate action.

Halifax, while he declared the British government were prepared to
hand over two other men found in unlawful possession of bombs,231

saw no reason to hand over the four men as he had "never been
supplied with any evidence which would justify me in handing these
men over to the Japanese or local authorities," and he dismissed

the confessions made by the prisoners in Japanese hands as "no
evidence."232 The British foreign office were in fact far from
convinced that the situation was as dangerous as Jamieson "makes out,"
and in a proclamation of 7th June at Tientsinth urged Japan "to reflect

23‘
" -

R3:

serious repercussions in a wider political sphere that it will cause.

On 6th June Craigie saw the minister for foreign affairs in
Tokyo giving him the British decision not to hand over the four men,
The Japanese replied that this refusal would produce a serious state
of affairs in Tientsin.2/ They followed this up by ordering
Japanese and de facto government employees out of the concession.
They also declared all Japanese goods were to be removed, and the
Yokohama  Specie bank was told on 7th June to remove its business
from the British concession within one week.238 Zero hour the
Japanese declared was to be 14th June or 15th, and on that date all
British ships and cargo were to be stopped and the 1ngress and egress

‘of British subjects was to be denied.
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Owing to the seriousness of the situation the British foreign
secretary suggested immediate expulsion of the four accused as the
blockade would make their departure more difficult.2397 He was not,
he said to Jamieson on 10th June, prepared to listen at this late
date to the latters érguments for handing over the men to the de
facto authorities.zhog In a letter to Craigie on 13th June Halifax
declared that Britain could not afford to follow "rigidly" the legal
2h1 Britain had
2k2  Yeamwhile
Britain protested to Japan on 10th June through their ambassador
in Tokyo, but received a reply that the handing over of the two men
was regarded as a trlck to draw attentlon away from the main issue.

procedure with criminals of a political nature.
political and moral obligations not only legal ones.

243

They added that the instructions given to the British consul general
were ambigiocus, and concluded that there was little reason for
L4

continuing the talks "but to take such measures as planned.

‘'The British were impressed with tﬁe Japanese action, and tried
to forstall the Japanese by gaining time. On 13th June the
British governmenﬁ informed the counsellor of the Japanese embassy
thet néew evidence concerning the four men had come to light which
they were considering, and they hoped Japan would see fit to 1lift
the scheduled. blockade.‘?l+5 The foreign office requested all
information concerning the accusations against the men, and the
circumstances in which their confessions had been extorted. 246 They
nanted to be certain of the merfs guilt before handing them over to
certain death. Their legal attitude did not however change. 1In
n letter to Craigie on 14th June Halifax declared that "Whatever may

e the position wis-a-vis the Chinese authorities, the Japanese
ave of course no.legal right to 1ntervene in a crime committed by
ne Chinese or another in the British concession. 247 The British

onsul in Tientsin while he admitted that "the confessions were
239.ibid .No.175. '
240.ibid.Nos.175 and 169.

241.ibid.Nos.191 and 200.
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probably obtained gndef duress" -did not consider that political
motives should stand in the way of what, in his opinion, the
legality of the Chinese court demanded. At Shanghai, he declared,
there would have been enough evidence to hand the men over. It
was not necessary he added to haye prima facie evidence of their
guilﬁ'in'order to hand them over, and it was "no concern of mine"
what the charge was.2h8 But the British secretary of state affér
considering the information came to the conclusion that this "did .
not justify any change in policy with regard to the men in <:1uést3‘.on."21*9

While this recommendation of evidence was in progress the

British tried to find some other way out of the deadlock by finding
a solution acceptable to both sides presuming retaliation to be out
of the question. Consequently when Clarke-Kerr suggested on 10th
June an ad hoc concession court tribunal, it was eagerly grasped. The
court would consist of one British, one Japanese and a neutral judge to
ascertain, not if the men were guilty, but whether there was enough.
evidence to warrant handing the men over.250 At the same time
there was the possibility that America might act as a mediator or use
her good offices in the Tientsin dispute. The Japanese, on 10th
June, had approached the Americans with the request that the
United States consul general use his god offices at Tientsin.
The foreign office viewed this idea more favourably than the
tribunal, provided " a suitable opportunity arises and without giving
he impression that we look to the United States of America to
xtricate ourselves from our difficulties," and Halifax on 13th June
equested the Britig?zambassador in Washington to sound the United

-

251

tates on the idea.

Meanwhile Britain stated her willingness "that a committee of
ndependent and reputable. persons should be convened to study the

uestion on the spot and ... I... (Halifax) ... would undertake to be

48, ibid.Nos.180,200 and 205.
249, ibid.No.205 note 7.
250. ibid.No.176.
251. ibid.No.181.
252. ibid.No.189.
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guided by their advice."253 On the advice of JamiesonzSL the
suggestion was put in Tokyo on 13th June by the United Statesz,s5 as
there seemed little point in trying to obtain the services of a
neutral unless Britain knew that Japan would agree generally to the
proposal. The United States gave permission to their consul general
to act as'a neutral ‘on the proposed committee of enquiry.256 Halifax
had changed the tribunal to a committee of enquiry as it was not to
exercise the powers of a court of Justice. It was also considered
best not to have three professional judges. This was to meet

227

Japanese objections and avoid a clash.

But the Japanese rejected the proposal on 13th June, and said
that details of restrictive measures had alfeady been given to the
press before the United States had declared their willingness to act
258 They also said that they were not prepared to
accept any outside interference as it was a matter "to be settled
directly with the British authorities."259 At the same time they
disclosed their real objectives by widening their demands.zeo

on a committee.

On 13th June a Japanese military spokesman said that the blockade
"certainly followed the British refusal to deliver the four suspect
assassins, which fact however only represents one side of the shield."
4e continued by accus1ng Britain of helping Chiang Kai-Shek and the
Chinese currency,and non-co-operation with the Japanese.261 In view
of what he said Halifax overrode Craigie's requests for compromise,262
and declared Britain's legal position to be clear, and that the
re-examination of evidence was not likely to permit the surrender of
she men without further evidence.2®?  This the Japanese refused to
.&ve. As the Japansse had stated that the handing over of the men
)5 not now enough, then there was little point in Britain handing
hem over at all. British business interests at Shanghai, the

253, ibid.No.182. 261. ibid.Nos.242 and 196.
54, ibid.No.180. 262. ibid.No.197.
55, ibid.No.19k4. 263%. ibid.No.200.
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C in C Hong Kong, and the general officer commanding "considered

/the/ matter should now be made a test case and that we should not
give way to r'eprisals."264
in a letter to Lindsay on 15th June, said the Japanese appeared to

Halifax commenting on these new events

have decided to concentrate on Tientsin as no direct American interests
were involved, and that the Japanese would not be pacified until
Britain had changed her attitude towards Chiang Kai-Shek with all

that implied.?0?

H
BRITISH POLICY REGARDING THE SILVER STOCKS.

The British government had refused to hand over the silver
stocks stored in their concession vaults to either China or Japan.
Both were anxious concerning its future. The Japanese were anxious
to prevent the silver falling into Chinese hands. Jamieson reported
from Tientsin on 7th October that the Japanese were perturbed over a

rumour that a British gunboat was to take the silver from Shanghai
to Hong Kong.266 The Chinese were likewise anxious, as, if the silver
fell into Jgpanese hands it would be used against then in the currency

_war.267 Britain sought to remcve this source of irritation by trying

to .0btain the consent of both parties to the sealigg of the silver in
2

the vaults of the British and French concessions. It was over
the Japanese demand that the prior consent to the sealing of the
owners of the silver was needed that difficulties arose. To whom
did the silver belong? To the ChungKing government or the Japanese
occupied pecple of North China? Britain continued to favour her
original solﬁtion; which was to seal the silver as an interim settle-
Lémt prior to deciding the ownership of the silver, and not after

deciding the ownershlp.269

26l.. ibid.No.203.
265. Ib1d.No.210.
266 .B7D:Vol.VIII No.129.
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During November 1938 the Japanese issued an ultimatum expiring
on 13th November to the two Chinese banks in Tientsin M™that unless
they agreed to co-operate with /the Japanese/ the Japénese military.
authorities would take matters into their own hz:mds."27 By. .
co-operation they meant allowing the Japanese to have the silver, -
and public co-operation with the federal reserve bank. In co-operation
with the British authorities the banks refused.271

The Japanese began to realize that the British were determined
to seal the silver and agreed in principle. But they became anxious
lest any agreement on their part should destroy their claim to it.272
The British authorities therefore suggested in November the following
formula in an attempt to get the Japanese to agree to seaiing - Mthat
sealing will not at all change Japaneée_views as regards silver
reserves."273 Meanwhile Britain tried to obtain the consent of
the Chinese national government to the silver sealing.zwP Meanwhile
the British authorities in Tientsin were instructed on 11th January
to make arrangements for the sealing in the presence of the Japanese
consul general.275 The Chinese authorities,however, held up
negotiations,276 and any further progress was interrupted by the
crisis at Tientsin.,

b

THE BRITISH ATTITUDE TOWARDS THE NAVIGATION OF THE YANGTSE
SEPTEMBER 1938-1939.

The Japanese had rejected Britain's five demands concerning
the Yangtse navigation on &th September 1938.277 During October
the Japanese demanded that the British authorities send a shipping
schedule to their military authorities. Britain refused to comply
with this request however, and stated that this was only a neutral

2>70. ibid.No.238.

>71. ibid.

272, ibid.No.24k,

272, ibid.Nos.244 and 272.
>74, 1ibid.No.325 and note 2.
©75, ibid.No.413.
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attitude. Arita made it clear that dapan intended to
monopolize such Chinese products and industries as she considered
essential for her own economy.279 As the United States and France
were directly involved in this Japanese threat it became possible
to address parallel notes to Tokyo on 7th November. The British
note placed Japanese interference under three headings: 1. attempts
to establish a system of trade permits; 2. direct interference with
British trade; and 3. discrimination against British shipping by means
of the intimidation of Chinese nationals.zso These steps were in
direct contravention of Japan's own statements of 26th August 1937
and 5th September 1937, when Japan had promised that the principle
of equality of commerc¢ial opportunity in Japan-occupied China would

282 Britain denied the Japanese rightgto restrict
282

278

be respected.
British trade which had been established by treaty.
The Japanese rejected the British note on 14th November.z83
Nevertheless the Japanese action on the Yangtse proved that when
American rights were involved 1heﬁm1§kt be expected to act. America
had previously stated their preference to make an oral statement to
give themselves more time to gather further information on Yangtse
trade diecrimination.zgh Britain had waited on her move, not want-
ing to push her farther than she was prepared to g. Naturally
therefore both the British and Chinese were delighted at the American
action. It went to prove that the United States would go farther

than expected if she was not pushed.285

In fact the intrangient attitude on the part of Japan led to
a stiffening of the western attitude. An American note of
31st December denying the Japanese right to unilaterally abrogate
treaties or establish a new order,286 was followed by a British
communication to Tokyo on 14th January 1939 referring more especially
to the Konoye declaration of 3rd November and 22nd December.287 The
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280. B.D.¥ol VIII No. 214 (enclosure) with U.S,.shipping trade in Chinese rivers
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French followed suit on 17th January.?%®  oOn 10th April 1939

Britain again protested, but Japan continued to control the Yangtse
and use it not only for purely mllltary ends.289 By 12th May only
two northern delta ports were open, ports on the south bank already
having been closed. 290 As Halifax said in a letter to Craigie

on 19th May Japanese actions formed a composite picture of trade
discrimination in China. The Japanese had threatened the
diplomatic quarter of Peking, and threatened to take direct action
against the British concession at Tientsin. They had demanded
changes in the constitution of the Shanghai municipal council.
Japanese troops had landed at Kulangsu: and they had intensified
action against British shipping; as illustrated by the seizure of
the Sagres on 8th April and the Lolita on 27th April anti-British
propaganda had alsc broken out throughout Japanese occupied areas;291
Protests were likely to achieve little faced by the determination

of the Japanese army.
)

BRITAIN: AND JAPAN'S FISCAL POLICY IN CHINA.
MARCH-JULY 1939.

On 2nd March 1939 the Japanese announced through the Japanese
controlled authorities in North China that from 11th March the
greater part of the export trade abroad and to the rest of China
would be by permit only.292 There were three obvious choices
-open to the British: Either they could acquiesce without demur.
This however would only show Britain's weakness and provoke further
demands; Of they could make a settlément of all outstanding
‘questions between Britain and Japan at Tientsin a condition of
Britain's aéquiescence. ' This was distasteful unless it brought

a relazation of all impositions. Finally Britain could advise

resistance tc the Japanese measures, which in turn would paralyse
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British trade for some time. But the British ambassador in China
was of the opinion that resistance was better as "it seems to me
that in the end they /the democracies/ will be forced to react,"z.93
as whichever policy they chose Japan's attitude would not change.

The French government favoured co-operation by the individual
banksézgh But the British foreign secretary declared that as he was
far from convinced that the Japanese plan to replace the old legal
tender Chinese currency by the federal reserve bank notes was going
to be successfgl, he favoured resistance. Britain therefore advised
that the banks should negotiate only through their governments,British
policy being, that through resistance, Britain could assist the
Chinese currency.295 On this issue Britain was able to secure the
support of the United States, and on 10th March the United States
and Britain made parallel protests to the Japanese government.296
The Japanese reply denied control of the export and import trade,
and stated that the new measures were only designed to make the
federal reserve bank currency fulfil. the functions of a trade

currency.297

On 27th April the Japanese announced to the British the
inauguration, as from 1st May of the Hua Hsing commercial bank.
This they declared was.in the same spirit as Britain's move to
. stabilige the currency. British banks however refused to co-operate%99
Halifax pointed out in a letter of 4th May to Craigie, "in view of |
the effects, both on the Chinese currency and on Sino-British trade,
which the establishment of the federal reserve bank has had, I see
no reason why we should even comtemplate any form of co-operation
with the new bank which presents yet greater dangers to both currency
stability and the continuance of British trade than does the federal
reserve bank."BOO This bank was, in fact, partially responsible
for the drain on the British currency stabilization loan and the later

293.ibid. 300, ibid.No.42 and nos.53 and 108
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crisis in Chinese finances., Britain therefore on 9th May
"made it clear that His Majesty's government must regard the
latter step as a ... threat ... to the economic structure of
China."301 |

There was, however, a cabinet crisis in Japan over the
anti-comintern negétiations. Halifax, at Craigies request decided
therefore that Britain should go no farther than non-committal
replies to the Japanese request for co-operation.302 The Japanese,
in fact, assumed from the conciliatory British attitude that they
intended to co-operate with the new bank.z’o3 They were,however,
met with a refusal from Lonclon,BOlF who had been encouraged by
American reactions COncerning thé Chinese trade and currency and
the new bank.305 On 9th June Britain rejected Japanese assurances:
This was followed by general French notes on 10th and American notes
on 12th June respectively.307 The United States front came as a
result of British requests to mobilize united resistance against
the new Japanese measures.3 08 Thus whlle Britian did not actually
"obstruct ... the bank's operations ... we do not favour co-operation
with it and ... consider it important that foreign interests should

co-operate as closely as possible."309

306

The British realized that the new bank could be used at any
time Mas the instrument for measures of exchange control inimical
to all non-Japanese trade.“310 This fear materialized on 6th July
when the provisional government issued a statement declarlng/egzténge
control would be extended to all exports and increasing the power
of the federal reserve bank as from 17th July.311 The French
immediately suggested joint representations with the United States,
but Halifax wrote on 14th July,Britain while it"agrees in principle
to the desirability of this /considered/ it preferable in view of
the Tientsin negotiations to confine your (Craigie's) action to

312
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supporting any representations your colleagues may be authorised
to make."313 Britain it was obvious could not afford to aggravate
the situation at that stage.

K

BRITAIN'S ATTITUDE TOWARDS THE CHINESE MARITIME CUSTOMS
- AUTUMN 1938-1939,

r

The fall of Hankow and Canton in October 1938 increased
Japahese pressure on all Chinese organs.31h Not least of these
was the Chinese cuétoms administration.315 The inspector general
of customs had tried before the fall of Hankow to get the interested
powers to address a note to Japan on the integrity. of the customs
administr‘ation.316 But while Britain upheld the international
character of the customs, and stipulated that the question of
increased Japanese representation could only be settled at a general
peace settlement, both she and the United States of America refused
to make a general statement until the event actually occurnaL317
As Halifax pointed out on 10th November the Japanese were anyway
legally entitled to greater representation on the customs

agreed during discussions in 1935 and 1936.31€

The British attempted to find some basis for discussion which
would extricate themselves from their difficulties. Allen the
British consul at Shanghai suggested that the wind be taken out of
the Japanese sails by getting the Chinese to agree to the principle
of appointing more .Japanese in view of the international character
of the customs. Britain could then declare that what the Japanese
demanded had been agreed in principle.319 Chinese agreement however
proved a long time to .secure. Meanwhile despite these considerations

20
the Japanese seized the Canton customs house on 9th November 1938.3
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Shiratori the ambassador designate to Italy declared on 14th November
"the customs and the imternational settlement in Shanghai as

being characteristic of British preserves which would have to be
relinquished'."’321 Britain protested against the seizure on

24th Novem'ber',322 and continuedBZg back up theinspector general in

resisting more Japanese demands.

The British ambassador in Tokyo saw the sapping of the internationa
character of the customs as a direct result of the Chinese refusal to
implement the Anglo-Japanese customs agreement of 3rd May. He wanted
to make any financial help to China "conditional upon immediate formal
implementation of the Anglo-Japanese arrangements or the acquiescence
in implementation of this arfangement if necessary under protest by
the inspector general.® He considered this to be the only way of
preventing further seizure, supposing of course thét the Japanese
would still accept such a'proposal.Bzh "It woﬁld“, Craigie . told the
foreign office in November "give us moreover a 'locus standit for
intervening on behalf of our own interests and those of China, and .
this aspect of the matter is necessarily unpalatable to the Japanese
government."325 On 17th January Clarke-Kerr reported that the
Japanese had promised co.operation if China agreed to the implementa-
tion,but he also warned against placing téo much reliance on Japanese
promlses.326 It was in fact probable that the Japanese were less
interested in the implementation of the customs agreement than in the
seizure of the customs houses. (viz.Canton)

Whereas Craigie and Jamieson were in favour of increased
Japanese representatlon as the best means of preserving the customs
integr1ty,3 7 Clarke~Kerr was strongly opposed to the 1dea. In a
letter to Halifax on 22nd November he said . that Japanese actions had
demolished M™any hopes that by 'co-operation'! with Japan it may be
possible to preserve our interests in Chlna ... (the) time has come
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to show the Japanese that we have ﬁo faith in their assurances ...
n328 He also considered
that it would be most unwise for Britain in any way to condition
any grant of financial assistance to the Chinese/f%blementation

329

and that we are going to back the Chinese.

of. the Anglo-Japanese customs agreement.

This latter question was given added point by the increasingly
urgent Chinese pleas for aid because of the recent Japanese advances.
Early in January Chiang Kai-Shek had suggested that T.E.Soong visit
London in order that Britain could discuss aid.33o Britain he hoped
would be more favourably disposed in view of the way the Japanese
had taken the recent American credits 'lying down',331 The British,

however, hastily scotched this offer as it would have certainly
been interpreted as an attempt to raise a loan, and the publicity
given would have added to the political éomplications,332 of the
loans already under consideration.

Then on 15th January the Chinese declared their intention of
repudiating foreign debts secured on the Chinese maritime customs.333
This rendered even more difficult the question of giving aid to China.
The commercial secretary at Hong Kong Sir F.Leith Ross considered that
the Chinese customs policy was dlsastrous,33h and Britain stated that
the proposals for British aid to China would have to be reconsidered
in the light of this new situation.335
United Statés that it had complicated the currency stabilization
question, and that before Great Britain could agree to the latter
she regarded it as essential to have adequate (commercial) security
on her loans.33-6 This meant that the British proposal for parallel
action on the currency issue with America would be held up. Britain
finally declared at the end of January that "a grant to assist
Chinese currency depends upon the maintainance of the customs loan

Britain informed the

service which in its turn depends upon the implementation, in some
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form or other, of the customs agreement.“337 At the same time
the British took great care to avoid definite promises of aid to
China for, as Halifax pointed out to Clarke-Kerr on 3rd February,
Britain "might be placed in an awkward position if the Chinese agreed
to implement the customs agreement in hope of some support for their
currency and His Majesty's goverrment was finally unable to make |
contribution to currency stabilization fund now being considered. 338

But the Chinese continued to refuse to implement the customs
agreement. In view, however, of the British threat to withhold
aid they agreed to come to some sort of arrangement over the
repudiation.339 Britain agreed to ™make a reservation to the
effect that their /Chinese/ acceptance of the arrangement should not
be regarded as binding them to provide foreign exchange for the
transfer of the quotas from occuﬁied territories,"Bho as it was the
question of foreign exchange transfer which alarmed the Chinese.

During the negotiations regarding the repudiation of the customs
loans, the inspector general of the customs had beerl under increasing
pressure from the Japanese. He had received intimations that the
Japanese w ould demand the appointment of a number of Japanese
commissioners for work in the customs house in occupied areas. He
informed the British authorities in March that he hoped he would not
be forced to give way, but if he had to he, dedlared he would "endeavour

to do so on a contract basis - not on a permanent basis."ﬂ*1

‘ But the Chinese government refused to allow any form of
compromise with regard to the employment of extra Japanese on the
customs' staff:3h2 This put the inspector general in an impossible
position as a policy of compromise was the only way to keep the
customs under his nominal control and to obtain the opening of the
Yangtse to general navigation. "Complete rejection of /Japanese/
337. ibid.No.k457. |
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341, ibid.No.571.
342. ibid.No.572.




95

demands would result in independent Japanese action which would
jeopardize the integrity of the service at an early date."343 On
3rd April Clarke-Kerr begged the British government to request
interested powers to back him up with the Chinese government.th
Although the British and American sent requests in this manner

the Chinese, while they gave their permissicn to engage foreigners
on a wider basis, still resisted any attempt to come to any sort of

345

terms with the Japanese.
L |
BRITISH AID TO CHINA AUTUMN 1938-August 1939.

Chinese resistance depended in no small degree on the outside
assistance she could gain. Realizing Britain was unlikely to use
force against Japan, she looked to her for financial assistance.
During the spring of 1938 the Chinese had asked for British
assistance in the shape of loans or credits totalling 20 millions,
Britain did not however, Sir John Simon declared on 14th July in
the Commons, consider the security adequate enough, and decided

346

she could give no guarantee which would involve a direct loan.”

The British government had in the autumn of 1938 decided to
advise themselves on the possibilities of Export Credit Guarantee
‘cover. The problemof finding adeguate seéurity was put into the
hands of an Anglo-Japanese company. Britain gave no publicity to her
" decision as e felt "unwilling at this moment to take any chance
of provoking an incident with the Japanese which would face us with
the choice of climbing down or depleting our forces in European
waters, for we are not in a position effectively to defend our
interests in the Far East at the moment, and this situation is bound

to continue," until the naval situation'was bet‘cer‘.ﬂ*8 Britain
343, ibid.No.592 note 2.
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345. Ibid. Nos.472,482,582 and note 2,588 and B.D.Vol.IX No.22.
346. 338 HC.Deb.5s p. 152h

347. 338 HC.Deb.5s pp.2961-2:3035-6:3500-1 and B.D Vol VIII No. 158.

348. ibid.Nos.67 and 158.




96

decided to keep the loan as a commercial transaction - again to
avoid Japanese criticism that it was a political loan.

The British government and ambassador in China, were constantly
bombarded with Chinese blandishments, pleas and recrimihations for
a clarification of British policy towards helping Chlna 349 Up
to the end of 1938, however, the only satisfaction Britain had given
was a promise to continue progress on the Burma railway. Their
promise to keep the Hong Kong route open had of course proved a
failure when the Japanese seized Canton. Halifax in fact blamed the
Chinese themselves for hindering British help by agitating in
Parliament . This was an embarrassment to the British government.
However in December as the under secretary for state said in the
Lords on 6th December "a number of proposals are now under examination
for assistance to China in connection with export credits."351 One
of these was a loan for Chinese refugees which was a useful way of
cloaking British aid to China.3”? The Chinese request for aid for
the Alley scheme received no support from the foreign office as
there was little chance of Fraﬁce or America being willing to
"subscrlbe £10 million each to a scheme in which humanitarian objects
are mixed with. avowedly mllltary ones. n353 A currency stabilization
was finally favoured by the foreign office, as it was considered
better than a general purpose loan because the Japanese could have
castigated the latter as a loan for military purposes.BBh A currency
loan would enable China to release her reserves. But both Halifax
and Craigie wanted the loan to be conditional on the Chinese acceptance

ot 355

350

of the customs agreemen

Previous to December the British government had ™no power in
themselves to grant or guarantee a loan without special legislatio
But on 10th December the government pushed through legislation
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enabling the Board of Trade to give credits of up to £10 millions
and giving the government greater responsibility over questions of .
commercial credits without having recourse to Parliament.357

An exchange of opinions,between Sir Robert Craigie and
Joseph Grew American ambassador in Tokyo, showed that America-was
thinking along the same lines as Britain. In fact on 15th December
a credit of $25 million was announced dressed up as a commercial
credit for the American commercial corporation.358 Taylor of the
United States Treasury suggested that while British and American
action should not balance both should be kept informed of each
others views. He also hoped that the American credit would be
followed up by British aid in some form to China.359 This was
followed later in the month by a similar enquiry by Hornbeck, who
underlined the damage to British prestige in America if she failed
to follow their lead.>®C

Britain replied in January that she was anxious to take this
action but could not act alone. She was, she said, aware of the
American purchase of silver and the recent $25 millions credit; but,
that in view of Britain's recent allocation to China of £500,000
earmarked for China,immediately after the United States credit,
which would become available when the Export Guarantees bill was
pasSéd "we think this should be regarded as our counterpart to the
commercial credits guaranteed by the United States government last
month " In reply to Hornbeck!s query Britain declared that she
had decided to assist the Chinese currency by a loan which would be
used to stabilize it - prévided the United States were prepared to
take parallel action to support the currency at the same time.361

Britain realized that she must do something "to demonstrate our
sympathy with the present United States policy of assisting the

357 ibid.Nos.327 and 331.
258, ibid.Nos.329 and 354.
359. ibid.No.359.

360, ibid.Nos.362 and 390.
261, B.D.Vol VIII No.397.
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Chinese ... and not lag behind if only to quiet United States
n362 It did in the early months
of 1939 appear that the time had come when action of this kind might

suspicion that we are doing nothing.

have the maximum effect on the dictators with the minimum risk.363
- There was also in the United States of America an incréasing belief
that the democracies were preparing to stand up for fr:,hemselves.%.)l+
The Chinese ambassador stated on 9th January to Halifax "how little
casue there was to fear any dangerous reaction from any positive

n365

aid China did not go unnoticed in Japan. On 19th December she warned

steps that we might feel disposed to take. British moves to

Britain concerning credits tc China, and contended that it prolonged

366

Japan saw the reasons for Britain's policy as fundamental "since it

the war, At the same time vituperation against Britain increased3.67
aims at resisting the threat in the success of Japan's continental
policy to British interests in China, and to Singapore,Australia and
India. Britain may make advances to Japan but this is no more than

14368

strategy to protect her disappearing interests in China.

Chamberlain took great care not to be rushed into action vy
Chinese hopes on American action. Although the American credit
produced a more accommodating attitude towards the United States of
America in Tokyo, the Japanese army's attitude towards Britain did
not alter.369
with the United States of America in a currency loan but the latter
regarded the British proposal with trepidation. They desired
Britain to help the Chinese: But they declared they could not enter

The British had stated their willingness to co-operate

into discussions proposing identical action regarding the ‘currency
stabilization loan. They would, however, declared the President’

on 10th January, continue to help the Chinese currency by silver
370

purchase and would take parallel but not joint action.

Amid this tangled skein of negotiations Britain attempted to

;géf ?zig'ﬁg';za' 300, ibid.Nos.397 and 479.
s 1 . - -

364, ibid.No.479.

365, ibid.No.406.

366. ibid.Nos.259 and 368.

%67. ibid.Nos.291,307 and 257.

368, ibid.No.291. |
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'assess the dangers of acting alone and guaranteeing £3 millions for
the stabilization loan.’/! Sir Robert Craigie doubted if a British
currency loan would bring war with Japan, but ﬁ“”‘ the United States
ambassador was not so sure. The foreign office believed that many
influential Japanese supporters of the federal reserve bank thought
that the stability of the Chinese dollar and currency was in the
best Japdnese interests. Tgey hoped that Japanese resentment would
be less on account of this. They also believed the "resentment
engendered by commercial credits would be greater than that to be
-expected from supporting the Chinese dollar, " Would not the former
be easier to represent as direct assistance to the enemy, whereas
the latter would be legitimate measure of passive self-defence by
His Majesty's'goverﬁment, seeing that their action would be taken
primariiy to help British interests in China, and secondly interests
of all those who have a stake in the country, advantage accruing to
the Chinese government being incidental and not by any means prime

n372

Meanwhile, however, the Americans fearing that they had gone too
far in their statement of 10th January to the Bri’_cish-government,373
declared to the British &mbassador in Washington that they did not
even want parallel action with regard to the stabilization loan. taken
as a definite promise., They underlined that what they had actually
meant .was that if Britain decided to make a currency loan, and in the
event of the American govermnment deciding, after examining the
possibilities to take a further step to assist the Chinese government
then the United States government would be prepared to make a
simultaneous arrangement at the same time as Britain announced her
currency loan. Hornbeck added, however, that it was not yet definite
that the United States government would decide to take a further step.
"what must be avoided at all costs is any hint of collusion between

s."37l+

our two government

371, ‘dbid.No.k42k,
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374, ibid.No.456 and For.Rel.of U.5.1939 Vol III pp.800-871 for American
diplomacy regarding the Chinese customs and currency.
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Such were the difficulties faced by British policy in the
Far Bast!

Despite the setbacks administered by the Chinese repudiation
375 and the American attitude,
the consideration, of commercial credits for China continued. - While

of foreign loans on the customs service,

the British government had agreed in principle by February "to ask
Parliament for authority to give an indemnity to British banks
concerned™ they were still faced by technical problems.376 Chief
amongst these was the need for a central purchasing body to represent
the Chinese government. The Export Credit Guarantee  department
emphasized that this was a matter for the Chinese government as it was
in British intereststo avoid being entangled in commercial negotiations

with the Chinese for political reasons.377

Generally the British were very cautious over her commerical
loans. Her Export Guaratees act, while it permitted £10 millions
only envisaged £3 millions for China. Britain declared that she
preferred "to await developments on the China-Burma railway before
giving credits for this purpose." Their other reason for caution
was that this "might stimulate Chinese efforts to provide a sounder
credit basis than exists at present."378 This proved difficult to
obtain, and Halifax declared on 25th August 1939 in a letter to
Clarke-Kerr, that unless Britain got security like the United States
in woodoil and a guarantee of the bank of China; a difficult situation
was bound to arise.379
the unpaid portion of the Czech loan, or concert action with the

-league. Britain had to consiger the state of her rearmament. pro-
380

Neither would Britain hand over to China

gramme before granting loans.

3750 ibid.No -423.

376. ibid .No.505.

377. ibid.lo.508.

375.ibid .No.593.

379.B.D.¥ol IX Nos. 21 and 8.
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Concrete plans for a British contribution to a currency ,
stabilization fund had been worked out by the beginning of March.
The fund was to be managed in Hong Kong and "to be used for exchange
operations to prevent undue fluctuations in the sterling value of
the Chinese dollar.” Its capital was to be divided thus:-
£5 millions jointly from the two Chinese banks: &£3 millions from
the Hong Kong and Shanghai bank: and £2 millions from the Chartered
bank. It was passed through Parliament on 29th March and was to

be in force for twelve months.381

This, of ccurse, raised Japanese fears that the Chinese currency
was being managed by and printed in Britain. Craigie was told by
Halifax in a letter of 8th March to Mlay due stress on the precautions
taken to ensure that the monies guaranteed are used solely for the
support of the currency. But I think your main line must be that
the stability of the deocllar is a British interest, that our interven-
tion in support of it has been rendered necessary by Japanese action
..."382 Britain refused to consider a Japanese proposal for Mthe
establishment of an internationa organigzation for the control of the
Chinese currency in which the Japanese would doubtless claim a

preponderant wice, but from which the Chinese government would be
excluded“383

As it happened Japanese reactions to the British stabilization loan
were suprisingly moderate, Craigie put this down to the "imminence
of the serious problem of the fisheries dispufe with Soviet Russia ...
/and also that the Japanese government/ ... minimize the serious news
of ... the fund" because they wanted to hide from their public the
fact that hopes of an early peace had diminished. He added however

that resentment in army circles was high. 38k

381. B.D.Vol VIII Nos.528,529,587,538 and 591.
382. ibid.Nos.529 and 546. :
383, B.D.Vol VIII No.591 and Vol.IX No.19. For French contributions to the
384, B.D.Vol VIII No.565. Stabalization Loan-B.D.Vol.IX
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- Japanese actionagainst the Chinese economy had almost drained
the currency stabilization fund by May, and the British government

385

became anxious concerning China's unfavourable balance of trade.
"Rogers in a memorandum to Halifax on 30th May stressed that the
outcome of the war would probably be decided by Mcurrency war".386
As long, therefore, as the Chinese could maintain their currency
the efforts of the Japanese military would be frustrated. Support
from abroad was essential. But Britain, as Halifax pointed out

on 9th June could not be counted on for further assistance "even

in the event of a new international effort to help China ... which ,
was remote," Parliament, he continued, would consider that it
"had done its share by guaranteeing £5 millions.387
the Chinese still refused to implement the customs agreement.

In any case

388

On 16th June Rogers reported that the fund was virtually
exhausted, and requested immediate consideration of financial support
to cqunteract Japanese moves in Tientsin.389 Britain however had
other financial commitments to consider, and therefore, even in view
of the recent Sino/Union of Soviet Socialist Republics commercial
treaty of 16th June 1939, and the American agreement to postpone
payments of interest and repayment of capital on cotton and wheat
loans, China must not expect any increase in (the) contribution of
His Majesty's government;"Bgo There was also no guaranteé that a
new loan would not disappear,as the last, in three months.391 On
29th August Halifax told the Chinese ambassador that there was "little
prospect of His Majesty's government finding it possible to make any
further contribution to the stabilization fund.“392

The currency question assumed even greater importance during
the Tokyo talks. The Japanese "concentrated’ their supreme efforts
on the defeat of the currency as the main obstacle to victory."393
At the same time the Chinese still requested, on 18th July, aid to
the tune of £5 millions from a bill which was in Parliament for
385. B.D.Vol.IX Nos.110,120 and 128. 390. ibid.No.289.

286, ibid.No.131. 391. ibid.No.341.
2387, ibid.No.168, %92, ibid.No.602.

388. Ibid.Nos.168,286 and 321. .
389. Ibid.No.216 and No.342 for Chinese plea. 393, ibid.No.3L41.
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additional overseas trade.th These new demards and the impending
signature of the Board of Trade amd Chinese government regarding

£3 millions allotment to China under Export Credit Guarantee
Department cover of‘February,395 were émbarrassing to Craigie in the
Tokyo talks. Financial assistance, he believed, would have brought
the Japanese government down, and destroyed any likelihood of the
talks being successful. "Further negotiations here on the Tientsin
issue would in such circumstances become impossible," In view of
this he counselled postponement of the signatur'e.396

But ‘Halifax, in a letter to Craigie of 31st July replied that he
could not even postpone the statement in Parliament about the
imminent signature. He promised however that he would withhold the
exact nature of the agreement from Japan; and state that it had
nothing to do with the issues at stake in Tientsin, but was part of
the general policy of the British government which Japan had said she
would not raise.397 Clarke-Kerr was also against any attempt to
interrupt the credit as,coming on. top of the formula,it would have
had a very bad effect on China.398 Such was the anxiety to preserve
the talks in Tokyo however that the credit was held up to facilitate
negotiations on the grounds of technical Export Credit Guarantee
Department difficulties.399

M.

THE BRITISH ATTITUDE TO A CHINESE DECLARATION OF WAR.

Throughout the conflict in China there was the danger of a
Chinese declaration of war.hoo This would naturally have rendered
it impossible for Britain to give loans to the Chinese. Britain,
therefore did not encourage this idea, as apart from being
detrimental to British interests it would also have been disadvant-
ageous to British interests, In a letter to Clarke-Kerr on 3rd March

394, ibid. N
395. &bid.Nos.412 (note 1) 399. ibid.No.lk53, )

396, ibid.No.L412. Loo,., B.D.Vol VIII Nos.233 and 510.
397, ibid.No.435.
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Halifax pointed out that "The absence of a declared state of war is
of assistance to China as it enables other poWers to extend help of

a character that might be incompatible with their strict duties as
neutrals in a regular war. The American neutrality act has also

to be considered in this connection. Similarly the present position
has to some extent handicapped Japanese action by giving other powers
grounds for objection to acts which might be legitimate if war
existed.“l“O1 - It also "enabled other powers to extend help to her of
a character which might have been impossible, toreconcile, with their
strict duties as neutrals df a regular war had been in progress ...
(This has incidentally helped us by enabling us to do more for
British interests than would otherwise have been the case.)"ho2 In
actual fact, as Halifax said,a state of war already existed because
of the Chinese invocation of articles 16 and 17 in the League, which
could not be introduced without a state of war existing - ‘a fact which
had, however, fortunately been overlooked .¥03 '

E

BRITAIN AND THE SINO-JAPANESE CONFLICT IN INTERNATIONAL
AFFAIRS. '

In the simplest terms British policy in the Far East had to decide
between China and Japan. To the Chinese it appeared that they were
defending British interests against attack by Japan. They were,
however,suspicious that Britain would do a deal with Japan at China's
expense, especially during the negotiations concerning Tien’t:sin.l*05
But they buoyed themselves up with the hope that Britain realized
this would ruin her interests in China in the long run, "wreck all
. hope of active Soviet co-operation in League against the axis," and

Britain's"fear of the reactions of American public opinion would be
compelling enough to deter us."'l"06
401, ibid.No.527.

4o2. ibid.No.553.

403, ibid. ‘

Lok, B.D.Vol IX No.b6.

405, ibid.No.28.
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Meanwhile the situation in Europe prevented Britain from
committing herself in the East."+O7 Consequently she would not
accept Chiang Kai-Shek's offer of two hundred thousand men to
protect Hong Kong,as this would have compromised her neutrality.
Neither would she give Chiang information about the Singapore
conference for fear of the danger of leakage.

408

British policy in the Far East in the event of a European
conflagration depended, as Halifax wrote to Clarke-Kerr on 13th April
"to a great extent on the attitude of Japan. So long as Japan remains
malevolently neutral, we shall do everything possible to prevent her
from siding actively with the enemy powers. To that end we shall be
compelled to avoid tw open a ccllaboration with the Chinese government
in their struggle with the Japanese."l“o9

0..

BRITAIN: ANDTHE QUESTION OF RETALIATION AND SANCTIONS.

In any consideration of retaliation or of imposing sanctions on
Japan, Britain had to assess her wvulnerability to such methods. There
was little doubt about one point: It was that Japan's chief creditor
countries were Britain and America. (to the value of £53 millions and
£85 millions r'espec:tlvelyllIL 0 Moreover the great bulk of Japan's
trade was conducted with the British Empire and United States. The
figures, therefore, showed Japan's vulnerability to economic pressure%
' They proved also that the maintenance of the export trade was the only
means by which Japan could hope to purchase new raw materials needed
to keep her factories at work.412 The Japanese strove to effect this
problem by her tripartitebloc of Japan, Manchukuo and Japan which would
give her security like the British Emvp:'Lr'e.L**i3 The figures also bore
out the British and French contention that sanctions would be of little

407, ibid.Nos. 6 and 11.
408. ibid. No.45 (note 2)
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L10. Sir Robert Kindersley - Economic Journal 1937 and U. S Dept of Commerce.
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use without American support.41h

On 13th December 1937 Eden stated in Parliament that Britain
did not intend to ask for a meeting of the Far Eastern advisory
committee on the defence of China.zF15 This remained her attitude
until the autumn of 1938 with the renewed Japanese advance into
Southern China. As early as 29th August the British foreign office
were contemplating the possibilities of petty vexatibns.h16 The
British ambassador to Japan disagreed with this policy. In a letter
to Halifax on 23rd October he said "Britain should be prepared to
accept all the consequences of denunciation ... in W%sto " before she
resorted to action of any kind. In view of Britain's inability to
accept such consequences and the fact tht denunciation might be
indistinguishable from sanctions, he counselled conciliation, and
putting up with the losses until Japan had bled herself to death in
China.LF17 He was nevertheless in favour of letting Japan know
Britain possessed such a weapon..i18

"On 4th November Craigie reported that he had raised the
question of some form of retaliation with the United States ambassador
Crr*ew.l"19 The latter had mentioned to Craigie that the United States
was conducting "a careful review of their whole policy towards the
Sino-Japanese dispute." Craigie in return mentioned that the risks
of denunciation of the commercial treaty ... would be enormously
reduced if the United States were -to take parailel action ...
There was a natural reluctance on our /Britain's/ part to take the
initiative in such a matter im Washington. "™™ ™

America had, it appeared, in her note of 6th October, her
statement on 4th November, and her wheat loan, gone further than
Britain in considering retaliation. This was an incidence the Chinese

- 414, B.D.Vol IX Nos. 35 and 237.
415, 3320 HC Deb.5s p.785 and B.D.Vol VIII No.161.
416, B.D.Vol VIII No.57.
417. ibid.Nos. 175,208 and 315.
448, ibid.No.280.

419, 1bid.No.210.
420. Ibid. and For.Rel.of U.S. 1939 Vol.III.pp.475-558.
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never fa led to point out to the British gover‘nment.l*z1 Despite
these considerations however, and "although /the/ intentions of the
Japanese government had ... become clearer it ... remained
/the United States ambassador in Tokyo's/ view that even .. joint
Anglo-Franco-American measures of the type contemplated would
involve a serious risk of war ... at present."l"22 Because of this
in December 1938 the British were still not quite ready to furnish
423 The
American attitude, all important remained vague, and Hornbeck when
he said on 5th December that recent developments had raised the

distinct possibility of a stiffer Unit ed States policy refused to be
L21,

considered views in regard to possible punitive measures.

drawn further, except to say they favoured commercial credits.

At the beginning of 1939 therefore the British policy remained
unchanged. There was, however, a realization that "the time has now
come when it is no longer possible for British merchants by themselves
to resist, without taking grave risks,the trading interference and
restrictions now being imposed by Japanese authorities."z’25 And it
did appear to the British government and their embassies in Tokyo and
China that, with the Japanese'army tied up in China, and the stiffer
American attitude, the time had come to undermine "Japan's whole 126
1.

There was less risk of war than at any other time, and as Craigie

financial and economic structure™ by any means at their disposa

pointed out,Japan would be "limited by the degree of resistance

which they encounter - and by nothing else," and "that risk of war is
slight if properly handled."427 Craigie stressed that the present
Japanese policy was Pbased on the assumption, to which they still hold,
that in no circumstances will Britain or America be able to take joint
or parallel action in this matter.“hzg But he added that American
support must be forthcoming, and that "™a policy of counter measures
should not be embarked unless /Great Britain/ are prepared in the

last resort to pursue it to the end."42
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Even supposing Britain got America's co-cperation, any demand
to Japan to respect British inmterests would have to be backed up
by force. This was of course the whole problem - where did economic
retaliation end?  When would Britain have to use force, or Japan
use force to prevent her own defeat as a result of embargoes?
The United States could not be relied on the British foreign office
believed, because of their refusal to take part in the negotiations
of a customs agreement, the purely legalistic attitude -of their
recent notes to Japan, and Hornbeck's reply to British peace suggestions
in the unofficial exchange of views between Britain and the United
States of America in the 8pring of 1938. Reprisals, they concluded,
would mean Japan turning on Britain.zPBO

As neither Britain nor America were prepared together or singly,
for war, the British decided that ™a policy of assistance to China
is at present preferable to one of taking any measureof retaliation
against Japan."LF31 The policy they adopted was of hints about the
application of counter measures. 3 Neither was Britain prepared
for league action. On 28th June 1939 Chamberlain, in a statement
to Parliament, declared that Britain was "not disposed to consider the
advisability of referring the dispute to the council of the league
of nations."hBB' This of course only underlined the Japanese belief
that in no circumstances would Britain take any action.
420, ibid.No.568. |
431, ibid.Nos.465 and 479.

L322, ibid.No.476.
43%. 349 H.C.Deb.5s p.386.
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PART ITII
A

THE BRITISH POSITION IN TIENTSIN JUNE 14th 1939 -
JULY 15th 1939. .

The Japanese carried outtheir threat of a blockade at Tientsin
on 14th June at 6.a.m. with a live wire barrier around the enclave.
The British Prime Minister announced on 15th June in the House of
Commons.,that Britain had made repreéentations,but it was clear
"that the objective of the blockade is to secure a much wider form
of co-operation from the British authorities in North China, ...
demands far wider ... than the question of the four men," including
currency and the suppression of fapi within the concession. "Such
demands would raise important questions of policy, in which other
great powers are corc erned ho less than this country, and the closest
touch is being maintained with the French and American governménts.2
In any case as Halifax wrote to Craigie on Lth July"the avoidance of
a coliapse of the Chinese currency is a cardinal point of our policy;"

1

.The British protests took the form of a protest against searching
and stripping of British éubjécts as other nationals were not subjected
to this treatment.3 The foreign office must, however, have been aware
that "Tientsin is but symptomatic. The major cause of our trouble
is ... a vast clash of interests in China.® In view of the grave
situation Britain had hoped to be able to use the United States in
pressing a committee of enquiry on the Japanese to settle the local
incident.*  Although Japan had refused this plan, Britain was still,
Halifax said on 15th June, prepared to move along these lines.

Hoping to use Japan's attempted detente with the Unit ed States of
America,SABritain‘still feared that her motives were to drive a wedge
in the Anglo-American alliance. Nevertheless Britain could just

not "turn down any proposal towards ensuring pea\ce"6

1. Sir.R.Craigie op.cit.p.73.

2. B.D.Vol IX Nos.208,225 and 210.
3. ibid.Nos.209 and 236.

4, ibid.Nos.210 and 218.

5. ibid .No.199-

6. ibid.No.215.
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America said Hull on 19th June'was.not interested in the
original Tientsin dispute or the four men, but were concerned
"with the nature and significance of subsequent developments in their
broader aspects coupled with other past and present acts and
utterances in other parts of China."7 To Britain they declared
their intention of waiting to see what the outcome of Craigie's
talks with the Japanese foreign minister would be. ’

Because of the ruthless blockade of the concession the
British government decided that it was unwise to "surrender ... the
four men under the present military pressure," or "negotiate under
threat."9 But they realized that everything depended on the
attitude of the United States of America and hoped to be able to
“use the President's recent talk with the French ambassador in vhich
he urged help to the Chinese to impress upon the Americans that '
they should side with the democracies.1o At the same time the
British claimed that the Japanese demands affected the rights of
other powers, and were taw far reaching to be settled by Britain
alone. Japan replied in a press statement on 17th June which declared
that the British proposal for a joint committee was only a "British
attempt to bring in third party intervention /which/ is quite
unacceptable to Japan.m ' |

Because of the grave situation and the neutral position adopted

- by America it became obvious in London that some form of negotiation

on a national basis would have to be carried out. This fitted in well
with the ideas of Sir Robert Craigie who had never been happy about

the British attitude regarding the four men, or Britain's benevolent
sympathy towards China. Craigie envisaged a stricter neutrality like |
the American attitude.12 He considered "that the only chance of -a
peaceful issue lay in removing the venue of discussion from the
superheated atmosphere of Tiehtsin.“13 He therefore suggested

that the following proposals be put to the Japanese government:.

7 .Foreign Relations of U.S.& Japan 1931-41 Vol.1.p.652.
8.B.D.Vol IX No.232 (Note 2)

9.ibid.No.219.
10.1b1id.No.223, . . .. .
11.ibid.Nos.226 and 236. 13.Sir.R.Craigie op.cit.p.?73.

12.ibid.No.227.
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That blockade measures be withdrawn: That Britain would discuss
all questions relating to Tientsin on the basis of a. British
authority in the concession remaining intact, and p. A strict
maintenance of neutrality: That negotiations be set afoot for anA

early settlement in Tokyo.1h

Craigie was told on 19th June to put these proposals to the
Japanese minister for foreign affairs as "Britain was impressed
with the difficulty of retaliatory action," which was the only
alternative, and wished to find a "settlement by negotiation."15'
The foreign office, however, stipulated that only points relating
to the Tientsin dispute were to be made the subject of negotiations.
Britain, they added, was prepared to modify the treaty rights, but
she would only do so With multilateral modification with all the
other parties concerned.16 Putting these proposals unofficially
to the Japanese minister for foreign affairs, Craigie mentioned a
"formula ... which would embrace the desiderate of both sides and
form the basis of any discussion," but not mention wider issues.17
In short Britain wanted to localize the issues involved.18

The British ambassador to China viewed the proposed talks with
alarm. He believed that any truckling to Japan would lose Britain's
good name in America, and the world, as well as destroy China.19
Moreover British support of China was pledged at Geneva. The British
ambassador in Washington supported this view. Referring in a letter
to Halifax on 24th June to the recent action at Swatow when the British
and American ships had refused to leave on a Japanese order, he
declared that a compromise with Japan would forfeit future American
co-operation of this kind.zo Clarke-Kerr moreover believed that
Britain's continued resistance in Tientsin had frustrated Japan's aims
in North China, and encouraged the Chinese. The Japanese were trying
to bully.Britain into departing from her usual policy in the hope of

bringing to an end a war which had got out of their control.21

14. B.D.Vol.IX No.227.
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