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At the moment of concluding our Report we read in the
press two statements by the Foreign Ministers of China and
Japan, from each of which we would extract one point of the

utmost importance.
On August 28th Mr. Lo Wen-kan declared at Nanking:

“China is confident that any reasonable proposal for the
settlement of the present situation will necessarily be compatible
with the letter and spirit of the Covenant of the League of
Nations and the anti-war Pact, and the Nino Power Treaty,
as well as with China’s sovereign power, and will also eifectively

secure a durable peace in the Far East”.

On August the 3o0th Count Uchida is reporied to have
declared at Tokyo:

“The Government considers the question of SinoJapanese
relations as more important than the question of Manchuria
and Mongolia™.

‘We cannot close our Report r}:ore appropriately than by
reproducing here the thought underlying these two statements,
so exactly does it correspond with the evidence we have coile-
cted, with our own study of the problem, and consequently
with our own convictions, so confident are we that the policy
indicated by these declarations, if promptly and effectively
applied, could not fail to lead to a satisfactory solutien of the
Manchurian question in the best interests of the two great

countries of the Far East and of humanity in general.

Note:—In view of their importance, Chapters IX and X have been
reproduced in full.
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as. possible the exchange of goods between China and ]apan{
while safegnarding the existing treaty rights of other countries.
This treaty should also. contain an undertaking by the Chinese
Government to take all measures within its power to forbid and
repress organised boycott movements against Japanese trade,
without predjudice to the individual rights of Chinese,consumors;

CGomments.

The above suggestions and considerations regarding “the
objects of the proposed Declaration and Treaties are subn;itted
for the consideration of the Council of the League. Whatever
may be the details of future agreements, the essential point is
that negotiations should be begun as soon as possible and
should be conducted in a spirit of mutual confidence. '

Our work is finished.

Manchuria for a year past has been given over to strife
and tarmoil.

The population of a large, fertile and rich country has
been subjected to conditions of distress such as it has pro-
bably never experienced before. o ’

The relations between China and Japan are thosé_ of war
in disguise, and the future is full of anxiety.

To have reported the circumstances which have created
these conditions.

Everyone s fully  aware of the gravity. of the problem.
which confronts the League of Nations, and of the difficulties

of the solution.
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ficulties as they arise between the Governments of China and
Japan. It would also establish an Arbitration Tribunal com-
posed of persons with judicial experience and the necessary
knowledge of the Far East. This tribunal would deal with
any disputes between the Chinese and Japanese Governments
regarding the interpretation of the Declaration ‘or of the new
treaties, and with such other categories of disputes as might
be specified in the Treaty of Conciliation.

Finally, in conformity with the provisions for Non-Aggres-
sion and mutual Assistance inserted in the Txeat;', the. eontra-
cting parties should agree that Manchuria should graduall}
become a demilitarised area. With this object it it would be
provided that after the organisation of the gendarmerie had
been effected any violation of the demiiitarised territory . by
either of the parties or by a third party would constitute an:
act of aggression entitling the other party, or both parties in
the case of a third party attack, to take whatever measures
might be deemed advisable to defend the ‘demilitarised territory,
without prejudice to the right of the Council of the League to
take Fction under the Covenant.

If the Government of the U.S.8,R. desired to participate in
the Non-Aggression and Mutual Assistance section of such a
treaty, the appropriate clauses could be embodied in a separate

tripartite agreement.
4. The Sino-Japanese Commercial Treaty.

The Commercial Treaty would naturally have as its object
the establishment of conditions which would encourage as much
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vided by the .special corps of gendarmerie, when once this
body was fully organised, would enable v.the railway guards
to be withdrawn, thus saving a considerable item of expense.
If this is done, it would be well that special land regulations
and a spetial municipal administration should previously
be instituted.ih the 'Railway area in order to .safeguard: the
vested interests of. the South Manchuria Rallway . and': of
Japanese nationpals.

If a treaty on thése lines could be agreed upon, a legal basis
for Iapanese'right's in the Three Eastern Provinces and in
Jehol would have been found which would be at least as
beneficidl to Japan as the present Treaties and Agreements
dgd ome which would’ be more acceptable to China.- Chind
might then find no difficulty in -recognising,a.*ll the definite
grants made to Japan by such Treaties and . Agreements as
these .of 1915, unless abrogated or modified by the new treaty.
All minor rights claimed by Japan, the validity of which may
be open to dispute, should be the subject of agreement. In
case of disagreement resort should be made to the procedure
outlined in the Treaty of Conciliation.

'8. The Sino-Japanese Trealy of Conciliation and Arbitration,
Non-Aggression and Mutal Assistance.

It is not necessary to describe in any detail fhe subjéct
matter of this Treaty, of which there are many precedents and
existing examples.

Such:a treaty would providé for “a  Board of Conciliation’
whose funcfions would be ‘to’4siist in’the: solutich of apy:diff
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possible solutions, which could be considered either as alter-
natives or as stages to one final solution. The first, which is
the more limited in scope, is a working agreement between
the Chinese and Japanese railway administrations; which would
facilitate their co-operation. China and Japan might agree to
manage their respective railway systems in Manchuria on* the
principle of co-operation, and a joint Sino-Japanese Railway
Commission, with at least one foreign adviser, might exercise
functions analogous to those of Boards which -exist-ip some
other countries. A more thorough remedy would be_ provided
by .an amalgamation of the Chinese and Japanese railway
.intergsts. Such an amalgamation, if it could be agreed npon,.
would _ be the true mark of that .Sino-Japanese economic
c_:pllaboratiqn, to secure which is one of the objects of
tﬁis Report. While safeguarding the interests of China, it
would place at the disposal of all the railway in Manb-"
churia the benefit of the gréat technical experience of the
Southb: Manchuria Railway and could be evolved- without
difficulty from the system which has been - applied to the
railways of Manchuria in the last few months. It might even
pave the way in the future to some wider international "agree-
ment which might include the :Chinese FEastern- Railway:
Though a fairiy detailed description of such an amalgamation
tis -to. be found:in.the appendix as an example -of " the -sort-of
thing: that might be 'done, only direct negotiations between
the parties could evolve a ‘detailed scheme.  Such-a -solution
of the railway: question ,would 'make .the South -Manghuria
Railway a purgly,v_gommerqial,»_enYterprise,:;an_,d th‘g. security” jp,rq:



— 53 —

The decision of this complicated: and difficult question
must rest with the parties negotiating the Treaty, but the
present system of foreign protection, whed app]i'ed to a
minbrity group as numerous as the Koreans, who are, moréover,
incredsing in number, and who live in such close touch with
the CGhinese populdtion, is bound to produce many occasions
of irritation; leading to local incidents and foreign intervention.
In the interests of peace it is desirable that this fruitful source
of friction should be removed.

Any extension of the rights of settlement in the case of
Japanése would apply ‘on the same ;:ohditiohs to the nationals
of all otliét Powers which énjoy thé hénefits of 4 *Most Favo-
ured Nation” clause, provided that those Powers Whose nation-
als enjoy extraferritorial rights énter into a similar ti'eé.ty with
China. :

Railways.

As régards railways, it has beeti pointed out in Chapter
1if that thére has been litHle or hno cd-operation. in thé past
betweent the Chinese and Jdpadese railway. builders and
aittHotities -ditected to achieving a comprehersive and miitdally
be#seficidl railway plan. It is oBvious that if future friction is
to be avoided, provisions riust be made in the Treaty at
predent dnder discussion for Bringing to an ehd the competi-
‘ﬁiv’e‘s’ysteﬁi of the- past, and substituting a cothmon ufde¥-
staﬁdiﬁg_ as regards freights ahd tatiffs on the varibus systems:
The subjject i5 discussed.int the special Study No._1, afinexed o
this Report. In the opinion of e Cormmisst thert ;rétvm pussible
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Two méthods of compromise have suggested themselves.
One is that the existing rights of settlement, accompanied by.
extraterritorial status, should be maintained and that such
rights should be extended both to Japanese and Koreans in
North Manchuria and Jehol without extraterritorial status. The
other is that the Japanese should be granted the right to settle
anywhere in Manchuria and Jeho! with extraterritorial status,
and that the Koreans should have the same rights- without
extraterritorial status. Both proposals have some advantages
to recommend them, and both have rather serious objections.
It is .obvions that the most satisfactory solution of the problem
is to. make the administration. of these Provinces so efficient
that extfaterritorial status will.-no longer be desired. It is with
this object that we recommend that at Jeast two foreign
advisers, one of whom should be of Japanese nationality, should
be attached to the Supreme Court, and otber advisers might
with advantage be attached to other Courts. The opinions of
these advisers might be made public in all cases in which the
Courts were called” upon to adjudicate on matters in which
fereigh nationals were involved. We dlso think that in. the
period of reorganisation some foreign supervision of the
administration of finance is desirable, and, in dealing with the
Déclaration, we havelptesented some suggestions to that effect.

A further safegitard would bé provided by thie establishment;
trider ‘the Treaty of Corciliation, of an Arbitration Tribunal to-
deé} With any complaints which the Chinese or Japanese .Gov~
gthifients might bring in their owh names or in those of ilieit
nationals.
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2. The continuance in the Province of Jehol of such
rights as Japan now enjoysm there;

3. . An extension to the whole of Manchuria of the right'
to settle and lease land, coupled with some modification of
the principle of extraterritoriality;

4. An-agreement regarding the operation of the railways.

Japanese rights of settlement.

Hitherto the rights of settlement of Japanese nationals
have been confined to South Manchuria, though no definite
boundary line between North and South Manchuria has ever
been fixed, and .to Jehol. These rights have been exercised
under conditions which China found unacceptable, and this
caused continued friction and conflicts. Extraterritorial status
as regards taxation and justice was ~c;laimed both for the
Japanese and the Koreans, and in the case of the latter there
were specidl stipulations which were ill-defined and the subject
of disputes. From evidence given before the Commission we
hdve reason to believe that China would be willing to extend
to the whole of Manchuria the present limited right of -set-
tlement, provided it was not accompanied by extraterritorial
status, the effect of which, it was claimed, would be to create
a Japanese State in the heart of a Chinese territory.

It is obvious that the right of settlement and extraterritor-
iality are closely associated. It is, however, equally clear that
the Japanese would not consent to abandon their extraterritorial
status - until- -the administration of justice and finance had
reathed . a'.-very much  higher standard - than has hitherto
d;eva-iled in Manchuria.



— 50 —

following passage in the speech of Count Uchida in the Japa-
nese Diet on August 25, 1932, is of interest:

*Our own Government, since the Meiji Restoration, have
employed many foreigners as advisers or as- regular officials;
their number, for instance, in ihe year 1875 or thereabout,
exceeded 500”, The point must also be stressed that the appo-
intment of a relatively large number of Japanese advisers, in
an atmosphere of Sino-Jaranese co-operation, would enable
such officials to contribute the training and knowledge special-
ly suited to local conditions. The goal to be kept in view
throughout the period of transition is the creation of a civil
service composed entirely of Chinese, who will ultimately make
the employment of foreighers unnecessary.

2. The Sino-Japanese Trealy dealing with Japanese Interests.

Full discretion would of course be left to those who will
negotiate the three suggested treaties between China and Japan,
but it may be usefu! to indicate the matters with which it is
suggested that they should deal. '

The treaty dealing with Japanese interests in the Three
Bastern Provinces and with some Japanese interests in “the
Province of Jehol would have to deal principallyAWith. certain
economic rights of Japanese nationals and with railwaiv ques-
tions. The aims of this Treaty should be:—

Aims of the Treaty.

1. The f{ree participation of Japan -in ‘the _economic
development of Manchoria,s which: wonld not carry with. it a
right to control the country either economically-or politically;:
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administration, would be made by the Chief Executive from a
panel submitted by the Council of the League, These two
officials would have extensive powers during the period of
organisation and trial of the new regime. The powers of the
advisers would be defined in the Declaration.

The appointment of one foreigner as a general adviser to
the Central Bank of the Three FEastern Provinces would be
made by the Chief Executive from a panel ‘submitted ‘by the
Board of Directors of the Bank for International Settlements.

The employment of foreign advisers and officials is in comn-
formity with the policy of the founder of the Chinese Nation-
alist Party, and with that of the present National Government.
It will not, we hope, be difficult for Chinese opinion to recognise
that the actual situation and the complexity of the foreign in-
terests, rights and influences in these provinces require special
measures in the interests of peace and good government. But it
cannot be too strongly emphasised that the presence of the
foreign advisers and officials here suggested, including those
who, during the period of the organisation of the new regime,
must exercise exceptionally wide powers, merely represents a
form of international cb-operation. They must be selectéd in
a manner acceptable to the Chinese Government and one which
is consistent with the sovereignty of China. When Vappoir_ltgd
they must regard themselves as the servants of the Govérqf{-lent
employing them, as has always been the case in the pasl with
the foreigners employed in the Customs and Postal administra-
tion' or . with the the technical organisations of the League
that - have collahorated with China. In this connectioir ‘the.



— 48 -

Government, possibly through the traditional agency of the
Chambers of Commerce, Guilds, and other civil organisations.

Minorities.
Some provision should also be made to safeguard the in-
terests of White Russians and other minorities.
Gendarmerié.

It is suggested that a special gendarmerie should be orga-
nised, with the collaboration of foreign instrutors, which would
_ be the only armed force within the Three Eastern Provinces.
‘T':e organisation of the gendarmerie should either be completed
within a period to be specified in advance, or the time of its
completion should be determined in accordance with a procedure
to be laid down in the Declaration.  As this special Corps
would be the only armed force in the territory of the Three
Eastern Provinces, its organisation, when completed, should be
followed. by the retirement from this territory of all other armed
forces, ineluding any special bodies of police or railway guards,
whether Chinese or Japanese.

Foreign Advisers.

An adeguate number of foreign advisers would be appointed
by the Chief Executve of the autonomous Government, of whom
a substantial proportion should be Japanese. The details would
be worked out by the procedure described above, and would
be stated in the Declaration. Nationals of small States, as
well as of the Great Powers, would be eligible.

The appointment of two - foreigners of different nationalities
to have supervision of (I} the constabulary, and (2) the fiscal ‘
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-2, The control of the Customs, the Post Office, and the
Salt Gabelle, and possibly of the administration of the
stamp duty and the tobacco and wine taxes. The
eguitable division, between the Central Government
and the Three Eastern Provinces, of the net income
from these revenues, would be determined by the Ad-
visory Conference.

3. The power of appointment, at least in the first instance,
of the Chief Executive of the Government of the Three
Eastern Provinces in accordance with the procedure
to be laid down in the Declaration. Vacancies would
be filled in the same way, or by some system of selec-
tion in the Three Eastern Provinces, to be agreed upon
by the Advisory Conference and inserted in the Dec-
laration.

4. The power of issuing to the Chief Executive of the
Three Eastern Provinces such instructions as might be
necessary to ensure the carrying out of the infernational
engagements entered into by the Central Government
of China in matters under the administration of the
antonomous Government of the Three Eastern Provinces.

5. Any additional powers agreed upon by the Conference.

Powers of the lecal goverament.
All other powers would be vested in the autonomous Go-
vernment of the Three Eastern Provinces.
Expression of Iocal opinion.

Some practical system might be devised to secure an ex-

pression of the opinion of the people on the policy of the



would be dealt with in the Treaty on the subject of Japanese
interests.

‘The four Instruments can now be considered seriatim:—

1. The Declaration.

The final proposals of the Advisory Conference would be
submitted to the Chinese Government, and the Chinese Govern-
ment would embody them in a Declaration which would be
transmitted to the League of Nations and to the signatory
Powers of the Nine Power Treaty. The Members of the League
and the signatory Powers of the Nine Power Treaty would
take note of this Declaration, which would be stated to have
for the Chinese Governmest the binding character of an inter-
national engagement.

The conditions under which subsequent revision of the
Declaration, if required, might take place would be laid down,
in the Declaration itself as agreed to in accordance with the
procedure suggested hereabove,

The Declaration would distingnish between the powers of
the Central Government of China in the Three Eastern Provinces
and those of the Autonomous Local Government.

It is suggested that the powers to be reserved.to the Central
Government shouid be the following:— :

Powers to be reserved o the Central Government.

1. The control of general treaty and foreign relations
not otherwise provided for; it being understood that
the central government wounld not enter into any _inter-
national engagements inconsistent with the terms olf
the Declaration. ’
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~When once these broad principles have been agreed upon
before hand, the fullest possible discretion as regards the de-
tails would -be left to the representatives of the parties at the
Advisory Conference or when negotiating the treaties. Further
reference to the Council of the League of Nations would oanly
take place in the event of failure to agree.

Advantages claimed for the procedure.

Among the advantages of this procedure, it is claimed
thaf, while it is consistent with the sovereignty of China, it
will enable effective and practical measures to be taken to
meet the situation in Manchuria as it exists today, and at the
same time allow for such modifications hereafter as the changes
in the internal sitwation in China may warrant. Notice, for
instance, had been taken in this Report of certain administxjaf
tive and fiscal changes which have either been proposed or
actually carried out in Manchuria recently, such as the reor-
ganisation of provincial governments, the creation of a central
bank, the employment of foreign advisers. ‘These features
might be with advantage retained by the Advisory Conference.
‘The presence at the Conference of representatives of the in-
habitants of Manchuria, selected in some such way as we have
snggested, should also facilitate the passage from the present

to the new regime.

The autonomous regime coutemplated for Manchuria is
intended to apply to the three provinces of Liaoning (Fengtien),
Kirin and. Heilungkiang only. The rights at present enjoyed
by. . Japan "in the province of Jehol (Eastern Inner: Mongoiia)
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A Declaration by the Government of China constitu~

ting a special administration for the Three Eastern

Provinces, in the terms recommended by the Advisory

Conference:

A Sino-Japanese Treaty dealing with Japanese in-

terests;

A Sino-Japanese Treaty of Conciliation and Arbitration, -
Non-Aggression and Mutual Assistance.

A Sino-Japanese Commercial Treaty.

It is suggested that, before the meeting of the Advisory

Conference, the broad outlines of the form of administration
to be considered by that body should be agreed upon between

the parties, with the assistance of the Council. Among the

matters to be considered at that stage are the following:—

The place of meeting of the Advisory Conference, the

nature of the representation, and whether or not neu-

tral observers are desired;

The principle of the maintenance of the territorial and

administrative integrity of China and the grant- of
a large measure of autonomy to Manchuria;

The policy of creating a special gendarmerie as the sole

method of maintaining internal order;

The principle of settling the various matters in dispute by

means of the separate treaties suggested;

The grant of an amnesty to all those who have taken

part in the recent political developments in Manchuria.
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discuss a solution of their dispute on the lines indicated in
the last chapter.

An Advisory Conference.

If the invitation is accepted, the next step would be the
summoning as soon as possible of an Advisory Conference, to
discuss and to recommend detailed proposals for the constitu-
tion of a special regime for the administration of the Three

Eastern Provinces.

Such Conference, it is suggested, might be composed of
represen‘tati‘ves of the Chinese and Japanese Governments and
of two delegations representing the local population, one selected
in'a manher to be prescribed by the Chinese Government and
one selected in 2 manner to be prescribed by the Japanese
Government. If agreed by the Parties, the assistance of neutral
observers might be secured.

If the Conference were unable to reach agreement on any
pdrticular point, it would submit to the Council the point of
difference, and the Council would then attempt to secure an
agreed settlement on these poinAts.

Simultanecusly with the sitting of the Advisory Conference,
the matters at issue between Japan and China relating to res-
pective rights and interests should be discussed separately, in
this case also, if so agreed, with the heip of neutral observers.

Finally, we suggest that the results of these discussions
and negotiations should be embodied in four separate Instru-

ments:
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filled in and are susceptible of considerable modification by
the parties to the dispute if they are willing to accept some
solution on these lines.

Even if the formal recognition of ,‘Manchukuo” by Japan
should take place before our Report is considered in Geneva-
an eventuality which we cannot ignore—we do not think that
our work will have been rendered valueless. We believe that
in any case the Council would find that our Report contains
suggestions which would be helpful for its decisions or for its
recommendations to the two great Powers concerned, with the
object of satisfying their vital interests in Manchuria.

"It is with this object that, whilst bearing in mind the
principles of the League of Nations, the spirit and letter of
the Treaties concerning China and the general interests
of peaéé, we have not overlooked existing realities, and
have -taken account of the administrative machinery existing
and in process of evolution in the Three Eastern Provinces.
It 'would be the function of the Council, in the paramount
interest ‘'of world peace, whatever may be the eventuality to
“decide how the suggestions made in our Report may be
extended and applied to events which are still developing from
day to day; always with the object of securing a durable
understanding between China and Japan by utilising all the
" sound forces, whether in ideals or persons, whether in thought
or action, which are at present fermenting in Manchuria.

Invitation to the Parties to discuss seillement.

We suggest in the first place that the Council of the Lea-

gue should invite the Governments of China and Japan to
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necessitates for its fulfilment the cultivation of friendly relations
with all countries, and above all with that great nation which
is their nearest neighbour. China needs, in political and
economic matters, the co-operation of all the leading Powers,
but especially valuable to her would be the friendly attitude
of the Japanese Government and the econmic cooperation of
Japan in Manchuria. All the other claims of her newly
awakened nationalism - legitimate and urgent though they may
be should be subordinated to this one dominating need for the

effective internal reconstruction of the State.

CHAPTER X.

CONSIDERATIONS AND SUGGESTIONS TO THE COUNGIL.
Suggestions to facilitate a final solution.

It is not the function of the Commission to submit directly
to the Governments of China and Japan recommendations for
the solution of the present dispute. But, in order “to facilitate
the final solution of existing causes of dispute between the two
countries”, to quote the words used by M. Briand when explain-
ing to the Council the text of the resolution which originated
the Commission, we now offer to the League of Nations, as
the result of our studies, suggestions designed to help the
appropriate organ of the League to draw up definite proposals
submission to the parties to the dispute. It should be understood
that these suggestions are intended as an iilustration of one
way in which the conditions we have laid down in the pre-
ceding chapter might be met. They are mainly concerned
with™ ‘broad principles; ‘they leave ’manir"'de'tail's to bhe
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are tired of the delays. and pin-pricks of the pre-September
period; they are impetuous, and impatient to gain their end.
But even in Japan appropriate means must be found for the
attamment of every end. After making the acquamtance of
some of the more ardent expendents of this posmve”
pohcy, and those espemally who, Wlth undoubted 1deahsm
and great personal devotion have consntutod themselves the
pioneers of a delicate undertaking in (he “Manchukuo” reglme,
it is impossible not to realise that at the heart of the problem
for Japan lies her anxiety concerning the political development
of modern. China, and the future to which it is tending. This
anxiety. had led to action with the object of controlling. that
development and steering its course in directions which will
secure the economic interests of Japan and .satisfy strategic
requirements: for the defence of her Empire. .
-+ - Japanese opinion is nevertheless vaguely conscious that it
is na langer practicable to have two separate policies, one -for
Manchuxia“and one for the rest of China. Even with her
Maqehg;ian_ inferests as a goal, therefore, Japan might recognize
and welcome sympathetically the renaissance of Chinese national
sentiment; might make friends within, guide it in her direction
and offer it support, if only to ensure that it does not seek
support elsewhere. . :

In ‘China, too, as thoughtful men have come to recognise
that the vital problem, the real national problem, for their
country is the reconstruction and -modernisation of the  State,
they cannot fail to - realise that this policy; of reconslnuctlon and
modgrm’satxen, already mltlated wnth 50 much promise of‘suctesq,
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9... Enconragement of an economic rapprochement between .
China and Japan.

For this purpose a new commercial treaty bétween two
ﬁoumnes is desirable. ‘Such a treaty should aim at placmg on
an equxtable basis the commercial relations between the two
countries and bringing them into conformity with their improved
political relations. h

IO International Co-operation in Chinese reconstruction,

Since the present political instability in China is ‘an.ob~
stacle to friendship with Japan and an anxiety to the .rests of
the world, as the maintenance of peace in' the Far East is .z
matter of international concern; and since the conditions: .ent-
raerated above cannot be fulfilled without a strong .central -go-
vernment in China, the final requisite for-a satisfactory-solution
is temporary international co-operation in the internal reconstruc-
tion of China, as suggested by the late Dr- Sun Yat-sei.
Results which would follow from -the fulfilment of ihese cenditions.

If the present sitution could be modified in such-a w'ayvis‘
to ‘satisfy these conditions, and embody these ideas, China and
Japan would have achieved a solution of their difficulties which
might be made the starting point of a -new &ar. of close under:
standing and political cooperation between them: - If sich: 'z
rapprochement is not secured, no. solution, whatever its terms,
can really be fruitful: Is it really impossible to: contemplaté
such a new -relationship even in this -hour -of . crisis? “Young
Japan. is clamerous for-strong measures in- China and-a. policy¥
of ‘thivroughness in Manchuria, . Those Wwho make thése: déranrds
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-5: The ‘establishment of new treaty relations betweel
China and’ Japan.

A re-statement of the respective rights interests and res-
pqnsibilities of both countries in Manchuria in new treaties,
which shall be part of the settlement by agreement, is de'irable
‘iAf future fﬁction is to be avoided, and mutual confidence and

cooperation is to be restored.

6.. Effective provision for the settlement of future disputes.

- As a corollary to the above, it is necessary that prpvision
should be made for facilitating the prompt settlement of minor

disputes as they arise.

7. Manchuria autonomy.

| The ‘government in Manchuria should be modified in such
a 'y'vzty’: as to secure, consistently with the sovereignty and ad-
ministrative integrity of China, a large measure of au onomy
designed to meet the local conditions and special characteristics
of the Three Provinces. The new civil regime must| be so
Cc;nstituted and conducted as to satisfy the essential equire-
ments of 'good government.

8. Internal order and securify agoinst external aggression.

The internal order of the country should be secured by an
effective local gendarmerie force, and security against gxternal
aggression should be provided by the withdrawal of all armed
forces--other -than gendarmeric and by the conclusion of a
treaty of non-aggression between the countries interested. -
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other. =~ As already .stated, there is no question of -returning to
the conditions before September, 1931. A satisfactory regime
for the future might be evolved out of the present one without
any violent change. In the next chapter we offer certain sug-
gestions for doing this, but we would first define the general
principles to which any satisfactory solution should conform.
They are the following:
Gonditiens of 2 Satisfactory Selution.
1. Compatibility with the interests of both China and Japan.

Both countries are members of the League and each is
entitied fo claim the same consideration from the League. A
solution from which both. did not derive benefit would not be
a gain to the cause of peace.

2. Consideration for the interests of U.S.S.R.

To make peace between two of the nei.ghbouring céuntries
\vithdut'regard for the interests of the third would be neither
just nor wise, nor in the intefests of peace.

3. Conformify with existing mulfilataral freaties.

Any solution should conform to the provisions of the
Covenant of the League of Nations, the Pact of Paris, and the
Nine Power Treaty of Washington.

4. Recognition of Japan's intercsts in Manchuria.

The rights and interests of Japan in Manchuria are facts‘
which. cannot be- ignored, and any solution which failed to
recognise them and ‘to take into account also the historical
associations -of Japan with.that country would not be satisfacs
tory. .
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to the maintenance” of peace. Any disintegration of China
might lead, perhaps rapidly, to serious international rivalries,
which would become all the more bitter if they should happen
to coincide with rivalries between divergent social systems.
Finally, the interests of peace are the same the world over
Any loss of confidence in the application of the principles ot:
the Covenant and of the Pact of Paris in any part of the
world diminishes the value and efficacy of those principles
everywhere.

Interests of U. S. §. R.

The commission has not been able to obtain direct informa-
iton as to the extent of the interests of the U.S.S.R. in Manchuria,
nor to ascertain the views of the Government of the U.S.S.R.
on the Manchurian question. But even without sources of direct
information it cannot overlook the part played by Russia in
Manchuria nor the important interests which the U.S.5.R. have
in that region as owners of the Chinese Eastern Railway, and
of the territory bevond its north and northeast frontiers. It is
clear that any solution of the problem of Manchuria which
ignored the important interest of the U.S.S.R. would risk a
future breach of the peace and would not be permanent.

Gonclusions.

These considerations are sufficient to indicate the lines on
which a solution might be reached if the Governments of China
and Japan could recognise the identity of their chief interests
and were willing to make them include the maintenance. of

peace and the establishment of . cordial relations..with  each
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period, involving, as it must, a heavy financial burden, is
really the most effective way of insuring against this external
danger; and whethér, in the event of aggression having to be
resisted in this way, the Japanese troops in Manchuria would
not be seriously embarrassed if they were surrounded by a
restive or rebellious population backed by a hostile China. It
js'surely in the interest of Japan to consider also other possible
solutions of the problem of security, which would be more in
keeping with the principles on which rests the present peace
organisation of the world, and analogous to arrangements con-
cluded by other Great Powers in various parts of the world.
She might even find it possible, with the sympathy and go-
odwill of the rest of the world, and at no cost of herself, to
obtain better security than she will obtain by costly method
she is at present adopting.

International interersts.

Apart from China and Japan, other Powers of the world have
also important interests to defend in this Sino-Japanese conflict.
We have already referred to existing multilateral treaties, and
any real lasting solution by agreement must be compatible
with the stipulations of these fundamental agreements, on
which is based the peace organisation of the world. The
considerations which actuated the representatives of the Powers
at the Washington Conference are still valid. It is quite as
-much in the interests of the Powers now as it was in 1922 ta
assist the reconstretion of China and to mazintain her severeignty
and:her territorial and.administrative integrity as indispensable
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This economic rapprochement between Japan and China,
which is of vital interest to Japan, is of equal interest fo China,
for China would find that a closer economic and technical
collaboration with Japan would assist her in her primary task
of national reconstruction. China could assist this rapproche-
ment by restraining the more intolerant tendencies of her
nationalism and by giving effective guarantees that as soon as
cordial relations were re-established the practice of organised
boycotts would not be revived. Japan, on her side, could faci-
litate this rapprochement by renouncing anv attempt to solve
the Manchuria problem by isolating it from the problem of
her relations with China as a whole, in such a way as to
make impossible the friendship and collaboration of China.

It may, however, be less economic considerations than
anxiety for her own security which has determined the actions
and policy of Japan in Manchqria. It is especially in this con~
nection that her statesmen and military authorities are accusto-
med to speak of Manchuria as “the life-line of Japan® One
can sympathise with such anxieties. and try to appreciate the
actions. and motives of these who have to bear the. heavy
résponsibility of securing the defence of their country against
all eventualities. While acknowledging the interest of Japan
i preventing” Manchuria from serving as a base of operations
directed against her own territory, and even her wish to be
gble to:take all appropriate military measures if in certain
circumstances the frontiers of Manchuria should be crossed by
the:forces. of a foreign Power, it may. still be questioned .whe-
ther the military occupation of Manchuria for an indefinite
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that économic relationship "entitles Japan to control the ‘ocono-
mic, still less the political development of these Provinces, we
recognise the great importance of Manchiria in the economic
development of Japan. Nor do ‘we consider unreasonable her
demand for the establishment of a stable government which
wounld be capable of . maintaining the order necessary for the
economic ‘devélopment of the country. But such conditions ‘can
only be securely and effectively guaranteed by an administra=
tion which is in conformity with the wishes of the population
and which takes full account of their feelings and aspirations.
And equally is it only in an atmosphere of external confidence
and internal péace, very different from. that now existing in
the Far East, that the capital whic¢h is necessary for the rapid
- economic development of Manchuria will be forthcoming.

In spite of the ‘pressure of .increasing cver-population, the
Japanese have not as yet fully utiliséd their existing Tacilities
for emigration, and the Japanese Government has not hitherto
contemplated a large emigration of their people to Manchiria.
But the Japanese' do look to further industrialisation as a means
to cope with the agrarian crisis.and with the population. pro-
blem. - Such industrialisation would reguire further economic
outlets, and the only large and relatively sure markets that
Japan can find are in Asia and particularly in China. Japan
réquires not only the Manchurian but the whole Chinese mat-
ket, and the rise in the standard of living which will certainly
follow the consolidation and "mmodernisation of China should
stimulate trade and raise the purchasing poweér of the Chinese

smarket; *
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not voluntarily accept as a lasting solution the .complete sepa-
ration of her Three Eastern .Provinces. The analogy of the
distant province of Quter Mongo]ia is not an- entirely pertinent
mic or social ties, and is sparse,ly,mhabxted b.v 1A .pop!ﬂatmtt
which is mainly non-Chinese.. The situation .in :Manchuria is
radically different from that in Outer Monglia. " The millions
of Chinese farmers now settled DErmanently on the ]and have
made Manchuria in many respects a sxmple e'(teﬂslon of China
south of the Wall: The Three Eastérn’ Provmces ‘have become
almost as Chinese in race;" culture -and “rdtionat sentinent a5
the neighbouring Provinces of Hopel and Shantung, from' whith
most of the immigrants came."

Apart from this, past experience has shown that those who
control Manchuria have exercised a consxderable influence on
the affairs of the rest of Chma—at least of North ‘China .and
possess unquestionable strateglc and political - advantan'es .To
cut off these Provinces from the rest of China, exther legaili
or actually, would be to create for the future a serious 1rr1den—
tist problem which would" endanger peace by keepmg alive the
hostility of China and rendermg probab[e the contmued boycott
of Iapanese goods. )

. The Commxssxon received from Japanese Government a
clear and valuable statement of the- vital interests of their
country in Manchuria. Without exaggerating the economic
dependence of Japan on. Manchuria:- beyond the-limits.ascribed
to it.in 2 previous chapter, and. certainly - without suggesting
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out our mission offered to the Governments of both countries
the help of the League of Nations in composing their diffe-
rences, and we conclude it by offering to the League our sug-
gestions for securing, consistently with justice and with peace,
the permanent interests of China and Japan in Manchuria.

" Unsatisfactory Suggestions of Settlement:

(1) ReStOratlon of the sfafus quo anfe.

It must be clear from everything that we have already
said that a mere restoration of the sfetus quo ante would be
no solution. Sipcg the present conflict arose out of .the condi-
tiogl§ prevail_ing before }ast September, to restore these conditions
would merely be to invite a repetition of the trouble. It would
be to treat the whole guestion theoretically and to leave out of
account the realities of the situation.

(zj The mainténance of “Manchukuo”.

From what we have said in the proceding chapters, the
mamtenance and recogmtlon of the present regime in Manchu-
r1a would be equally unsatlsfactory. Such a solution does not
appear to us compatlble with the fundamental principles of
exnstmg international obligations, nor with the good wunder-
standmg between the two countries upon which peace in the
Far East depends. It is opposed to the interests of China
It disregards the wishes of the people of Manchuria, and it
is at least questionable whether it would ultxmately serve the
permanent interests: of Japan. ‘

+ . About the feelings of the-people of Manchuria towards the
present regime there can-really be no-doubt; and China would



given by their representative at Geneva on September 3o0th and
December 10th.. The justification in this case has been that all
the military operations have been legitimate acls of self-defence,
the right of which is implicit in all the multilateral treaties
mentioned above, and was not taken away by any of the
resolutions of the Council of the League. Further, the admini-
stration which has been substituted for that of China in the
Three Provinces is justified on the grounds that its establish-
ment was the act of the local population who, by a spontaneous
assertion of their independence, have severed all connection
with China and established their own Government. Such a
genuine independence movement, it is claimed, is not prohi-
bited by any international treaty or by any of the resolutions
of the Council of the League of Nations, and the fact of its
having taken place has profoundly modified the application of
the Nine Power Treaty and entirely altered the whole character
of the problem being investigated by the League.

It is this plea of justification which makes this particular
conflict at once so complicated and so serious. It is not the
function of our Commission to argue the issue, but we have
tried to provide sufficient material to enable the League of
Nations to® settle fh.e dispute consistently with the  honour,
dignity and national interest of both the contending parties.
Criticism alone will not accomplish this: there must also be
practical efforts at conciliation. We ‘have been at pains to
find out the trath regarding past evenis in Manchuria, and to
state. it frankly; we recognise that thisis only part; and by no
means the.most important part, of our work. ‘We have: throughs,
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law; a territory which, although legally ap integral part of
China, had a local administration of sufficiently ' autonomous
character to carry on direct negotiations with Japan on the
matters which lay at the root of this conflict.

Conditions in Manchuria unparalleled elsewhera.

Japan controls a railway and a strip of territory running
fronx the sea right up into the heart- of Manchuria, and 'she
Hlaintains for the protection of that property a force of about
10,000 soldiers, which she claims the right by Treaty to in-
éféase, if necessary, up to 15,000. She also exercises the rights
5f jurisdiction over all her subjects in Manchuria, and maintains
j:gnsular ﬁolice throughout the country.

Diversity of interpretations.

These facts must be considered by those who debate the
issues. It is a fact that without a declaration of war a large
area of what.was indisputably the Chinese territory has been
forcibly seized and occupied by the armed forces of Japan, and
has in consequence of this operation been separated from and
leclared independent of the rest of China. The steps by which
‘his was accomplished are claimed by Japan to have been
>onsistent with the obligations of the Covenant of the League
>f Nations, the Kellogg Pact and the Nine Power Treaty of
Washington, all of which were designed to prevent action of
‘his kind. Moreover, the operation which had only just begun
when. the matter was first brought to the notice of the League
was completed during the following months and is held by the
[apanese :Government. to he consistent with the assurances
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than once been declared by their rulers to be independent from
the central government of China, yet no wish to be separated
from the rest of China has ever been expressed by their popu-
lation, which is overwhelmingly Chinese. Finally, we have
examined carefully and thoroughly the actual events which
took place on and subsequent to September 18, 1931, and have
expressed our opinion upon them,

Complexity of the problem.

A point has now been reached when attention can be con
centrated on the future, and we would dismiss the past with
this final reflection. It must be apparent to every reader of the
preceding chapter that the issues involved in this conflict are
not as simple as they are often represented to be. They
are, on the contrary, exceedingly complicated, and only an
intimate knowledge of all the facts, as well as of their histori-
cal background, should entitle any one to express a definite
opinion upon them. This is not a case in which one country has
declared war on another country without previously exhausting
the opportunities for conciliation provided in the Covenant of
the League of Nations. Neither is it a simple case of the vio-
lation of the frontier of one country by the armed forces of a
neighbouring country, because in Manchuria there are many
features without an exact parallel in other parts of the world.

_The dispute has arisen between twa States, both members
of the League, concerning a territory the size of France and
Germany combined in which both c¢laim to have rights and in~
terests only some of which are clearly. defined by international
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to mutual understanding and co-operation, and not to conflict.
Their reconciliation is necessary if the existing resources and
future economic possibilities in Manchuria are to be developed
to the fullest possible extent.

The Commission also states that the principle of the Open
Door should be maintained, not only from a legal but also
from a practical point of view, and that its maintenance would
be in the interests of Japan, Manchuria, and the rest of China.

CHAPTER IX.
Principles and Donditions of Seltlement
Review of Previous Chapters.

In the previous chapters of this Reporf it has been shown
that, though the issues between China and Japan were not in
themselves incapable of solution by arbitral procedure, yet the
handling of them by their respective Governments, especially
those relating to Manchuria, had so embittered their relations
as 'sooner or later to make a conflict inevitable. A sketch has
been given of China as a nation in evolution with all the poli-
tical upheavals, social disorders, and disruptive tendencies
inseparable from such a period of transition. It has been shown
how seriously the rights and interests claimed by Japan have
been affected by the weakness of the authority of the central
government in China, and how anxious Japan has shown herself
to keep ‘Manchuria apart {from the Government of the rest of
China. A brief survey of the respective policies of the Chinese,
Russian and Japanese Governments in Manchuria has revealed
the-fact that the administration of these Provinces has more
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used do not infringe the Jlaws of the land. Whether, however,
thé organised application of the boycott to the trade of one
particular country is.consistent with friendly relations or.in
conformity with treaty obligations is rather a problem of inter-
national law than a subject for the enquiry of the Commission.
The hope is expressed by the Commission that in the interests
of 4dll States this problem should be considered at an early
date, and regulated by international agreement.

The Chapter closes by stating that the interdependence
of the trade of China and Japan and the interest of both call
for. an economic rapprochement, but that there can be no such
rapprochement so long as the political relations between them
are so usisatisfactory as to call forth the use of military force
by one, and the economic force of the boycott by the other.

CHAPTER VIij.
Economic interests in Manchuria.

Chapter VIII deals briefly with economic interests in Man-
churia, especially these of China and Japan. For the detailed
study of these interests it refers to special memoranda annexed
to the Report, which cover such questions as investments;
Iapan’s‘economic‘ relations with Manchuria; China’s  economic
relations with tha: region; the chance for Japanese immigration
to Manchuria; ‘the part played by China’s immigration to
Manchuria; railway and currency questions. In this chapter
the Commission expresses its conviction that Japanese and
Chinese economic interests in Manchuria, taken in -themselves
and .apart from the political events of recent years, would lead
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certainly amount fo ihtimidation. While many separate bodies
are involved in the organisation, the -main contfolling organ
is: the Kuomintang.” As far as the boycott methods are con-
cerned, - the Commission states that. illegal acéts have been
constantly committed, but that in this connection a distinction
should be made '‘bétween acts committed directly against Ja-
panese residents and these committed against Chinese offeriders
against the boj/cott rules with the avowed intention of causing
damage to Japanesé interests. Cases of the first type have
been less frequent this time than during previous boycotts,
but cases of the -second type have been numerous. In the
opinion of the Commission the Chiﬁese Government is responi
sible for not having sufficiently suppressed acts of this kind;
and for having granted a certain direct assistance to the boy-
cott movement. The Commission does not suggest that there
is anything improper in the fact that Government departments
should support the boycott movement, but only wishes to point
out that official encou.rageme‘nt involves a measure of Govern-
ment responsibility.

The claim of thé Chinese Government that the boycott is
a legitimate weapon of deferice against military aggression by
a stronger country, especially in cases where methods of ar-
bitration have not proviously been utilised, raises, according. ta
the . Commission, a question of a much wider character. No
one can deny the right of the individual Chinese to refuse fo
buy Japanese goods, or the right of the Chinese, acting indi-
vidaally or in organised bodies, to make propaganda on behalf
of this idea; always.subject -to.the condition that the. methods



— 94 —

CHAPTER Vil,
Japanese economic interests and the Chinese boycott.

Chapter VII draws attention to the fact that the struggle
between China and Japan is not only of a military, but also
of an economic nature, China using as a weapon against Japan
the boycott of goods, ships, banks, etc., thus aiming at the
complete severance of economic and financial xelations with
the other country.

The Commission, after having pointed out that increased
i~dustrialisation and export of manufactured goods is one of
tne principal means to which Japan looks as a solution for
her population problem, and after having examined Japan’s
economic and financial interest in China, then goes on fo study
the boycott movement. It points out that the boycott, as used
by the Chinese, results from century-old practices, and that the
training and mental attitude thus acquired, combined with the
modern npationalism of which the Kuomintang is the organised
expression, constitute the present-day boycott movement, the
effect of which on Sino-Japanese relations has been consider-
able both from a material and from a psychological point of
view.

Conclusions.

The Commission has arrived at the conclusion that the
Chinese boycotts are both popular and organised. They ori-
ginate in and are supported by strong national sentiment, but
they are controlled and directed by organisations which can
start or call them off, and they are enforced by methods wiheh
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The government of Japan regards the conclusion of this treaty
as a formal recognition of ‘Manchukuo’ ”.

PART Il of this Chapter finally deals with the attitude
of the inhabitanits of Manchuria towards the new #“State”. The
Commission starts by explaining that, owing to the circum-
stances in which the enquiry had to be made, the obtaining
of evidence on this point presented same difficulties. The ex-
ceptional measures of protection taken to safeguard the Com-
mission against dangers, real or supposed, had the effect of
keeping away witnesses. Many Chinese were frankly afraid
of even meeting the members of the Commission itself. Inter-
views were therefore arranged with considerable difficnity and
secrecy. But in spite of these difficulties, private interviews
were arranged with business men, bankers, teachers, doctors,
police, tradesmen and others, in addition to the public inter-
views with various authorities.

The Commission also received over 1500 written com-
munications some delivered by hand, the majority sent by post
to different addresses. The information so received was
checked as far as possible from neutral sources. The Com-
mission then goes on to explain the state of mind of each
group of the population with whom it has been in touch, and
finally comes to the conclusion that, if “Manchukuo” seems
to be supported by certain minority groups, “there is no general
Chinese support for the “Manchukuo Government”, which is
regarded by the local Chinese as an Iinstrument of the
Japanese™.
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or-upation of the country by its troops, by the dependence of
the “Manehukuo Government” on these troops for the main-
tenance of its authority both internally and externally; in com-
sequence, too, of the more and more important role entrusted to
the South Manchuria Railway Company in the management of
the railways under the jurisdiction of the “Manchukuo Govern-
ment”; and, finally, by the presence of its consuls, as liaison
agents, in the r'nost important urban centres, possesses in every
contingency the means of exercising an irresistible pressure.
The liaison between the “Manchukuo Government” and Japanese
officials authority is still further emphasised by the recent app-
ointment of a special ambassador, not officially accredited, but
resident in the capital of Manchuria, exercising in his capacity
of Governor-General of the Kwantung Yeased Territory a
control over the South Manchuaia Railway Company and
concentrat ing in the same office the authority of a diplomatic
representative, the head of the consular service, and commander-
in-chief of the Army of Occupation.

“The relations between ‘Manchukhuo’ and Japan have
hitherto been somewhat difficult to define, but the latest infor-
mation in the possession of the Commission indicates that it
is the intention of the Japanese Government to define them
before long. A letter dated August 27, I§32, addressed 1o the
Commission by the Japanese Assessor, states that the
Special Ambassador, General Muto, ‘left Tokyo on August 20
for Manchuria’. On arrival he will commence negotiations for
the conclusion of a fundamental treaty concerning the esta-
blishment of friendly relations between Japan and Manchuria
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of the Chinese Government. The Commission expresses, how-
ever, the opinion that. after making every allowance for the
short time which has hitherto been at the disposal of the
“Manchukuo Government” for carrying out this policy, and
after paying due regard to the steps already taken, there is no
indication that this “Government” will, in fact, be able to
carry out many of its reforms. As an example, the Commis-
sion mentions that “there seem to be serious obstacles in the
way of realisation of the announced budgetary and currency
reforms. A thorough programme of reforms, orderly conditions
and economic prosperity could not be realised in the conditions
of insecurity and disturbance which existed in 1932”.

As regards the “Government”, in the public services, al-
though the titular heads of the departments are Chinese resi-
dents in Manchuria, the main political administrative power
rests in the hands of Japanese oﬁiciz;.!; and advisers. The
political and administrative organisation of the “Government”
is such as to give to these officials and advisers opportunities
not merely of giving technical advice but of actually controi-
ling and directing the administration. They are doubtless not
under the orders of the Tokyo Government, and their policy
has not always coincided with the official policy either of the
Japanese Government or of the Headquarters of the Kwantung
Army. But in the case of all important problems, these officials
and advisers, some of whom -rere able to act more or less in-
depently in the first days of ithe new organisation, have been
constrained more and more to follow the direction of Japanese
official authority. This authority, in fact, by reason of the
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“It is also clear that the Japanese General Staff realised
from the start, or at least in a short time, the use which could
be made of such an autonomy movement. In consequence
they provided assistance and have direction to the organisers

of the movement.

“The evidence received from all sources has satisfied the
Commission that while there were a number of factors which
contributed to the creation of “Manchukuo”, the two which,
in combination, were most effective, and without which, in our
judgment, the ‘new State’ could not have been formed, were
the presence of Japanese troops and the activities of Japanese
officials, both civil and military.

“For this reason the present regime cannot be considered
to have been called into existence by a genuine and spon-

taneous independence movement”.

- PART II, dealing with the present Government of “Manchu-
kuo’’, examines in detail its organisation, from the constitutional
and administrative point of view, and also with regard to pub-
lic finance, education, justice and police, tﬁe army, monetary
conditions, etc. It describes the way in which the new regime
took over the Salt Gabelle and the Customs and Postal ad-
ministrations, and finally contains the Commission’s comments
on this subject. In this connection the Commission states
that the programme of the “Manchukuo” Government contains
a number of liberal reforms, the application of which would
be desirable not only in Manchuria but in the rest of China;
in fact, many of these reforms figure equally in the programme



from the Japanese occupation of Mukden, and then goes on to
describe the gradual restoration of order and civil administra-
tion, first in Mukden and afterwards in the Provinces. The
establishment of the “new State”, the appointment of Mr.
Henry Pu-yi, the former Emperor, as provisional President,
the inauguration ceremonies in Changchun on March 9, and
the laws and regulations underlying the organisation of the
“Manchukuo”, then pass in review. This part of the Chapter
terminates with the following conclusions:

“Since September 18, 1931, the activities of the Japanese
military authorities, in civil as well as in military matters,
were marked by essentially political considerations. The pro-
gressive military occupation of the Three Eastern Provinces
removed in succession from the control of the Chinese authori-
ties the towns of Tsitsihar, Chinchow and Harbin: finally, all
the important towns of Manchuria; and folllowing each occu-
pation the civil adminisiration was reorganised. It is clear that
the Independence Movement which had never been heard of in
Manchuria before September, 1931, was only made possible by
the presence of the Jazpanese troops.

“A group of Japanese civil and military officials, both
active and retired, conceived organised, and carried through
this movement, as a solution to the sitwation in Manchuria as
it existed after the events of September 18.

“With this object they made use of the names and actions
of certain Chinese individuals, and took advantage of certain
minorities among the inhabitants who had grievances against
the former administration.
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CHAPTER V.
Shanghai.

Chapter V. deals with the story of the operations in Shang-
hai from February 20 until the final withdrawal of the
Japanese troops, thus completing the report of the Consular
Commitiee appointed by the League. The Commission states
that its arrival in Shanghai on March 14 was opportune and
may have helped to create a propitious atmosphere, although
it did not enter into the Commission’s duties to continue the
work of the Consular Committee or to make a special study
of the local events. After having analysed the agreement
which was finally reached between the two parties, the Com-
mission then goes on to express the conviction that the Shang-
hai Affair has, undoubtedly, exercised considerable influence
upon the Manchurian situation, in so far as the Sino-Japanese
conflict was brought home to the people throughout China with
the result that the spirit of resistance increased, while in
Manchuria, the news from Shanghai put fresh heart into the
scattered forces still opposing the Japanese troops. The chapter
closes with an account of the incident of Nanking on February
I, 1932, the Chinese and Japanese versions of which are widely
divergent.

CHAPTER VI
“Manchukuo”’.
Chapter VI. deals with *‘Manchukuo” and is divided into

three parts. The first part, #Stages in the formation of the “new
State”, commences by picturing the chaotic conditions resulting
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quence the departure of the former emperor of China, who had
been living in the Japanese Concession in Tientsin, for Port
Arthur. A description is also given of the way in which,
finally, on January 3, 1932, Chinchow was definitely occupied.

The Chapter then resumes its narration of the Japanese
military operations in Northern Manchuria, including the oc-
cupation of Harbin, on February 5, and terminates with a
review of the military operations of the end of Aungnst, 1932.
It deals in detail with the guerilla warfare in different parts
of Manchuria, where both regular and irregular Chinese troops
still hold the field. They are opposed by both Japanese and
“Manchukuo” forces. The Commission found it impossible to
give a precise account of this fighting. Chinese authorities
are naturally reluctant to give away exact information about
such troops as are still offering resistance to the Japanese in
Manchuria; while the Japanese authorities, on the other hand,
are disposed to minimise the numbers and fighting value of
forces stili opposed to them.

Military situation at the beginning of Sepiember, 1932.

The Commission expresses the belief that it seems doubt-
ful whether any change in the general situation in Manchuria
is to be anticipated in the near future. At the time of the
completion of the Report ﬁghting éontinued over a wide area.
With regard tothe military operations on the frontier of the
provinces of Fengtien and Jehol, the report states that an
éxtension of the area of conflict in this region is a contin-

gency which must be reckoned with.



the lives or property .of Japanese natiopals at-this particular
‘time or place. They made no concerted or authorised attagk
on.the Japanese forces, and were surprised by .the Japanese
attack and subsequent operations.

“An explosion undoubtedly. occurred on- or .near: the .raif-
road between 10:00 and.lo:3o p-m., on Septembei- 18, but the
damage, if any, to the railroad di& not in fdct prevent the
punctual arrival of the south-bound train from Changchun, dnd
was not in itself sufficient to justify military action.

b“The military operations of the Japanese duripg this night
cannot be regarded as measures of legitimate self-defence. . .

h “In say-ix.xg this the Commission does not exclude the hypo-
thesis that the officers on the spot may have 'thoug‘ht the&r

were acting in self-defence”.
Subsequent Military Operations.

T‘he“Chapter tlien goes on to give a description of thle'
distributiqn Vofjapanese troops in Manchuria and their move-
ments on and after the night of September 18. The occupa-
:t;ipn‘.,,of Changchun on September 18-19 and. of Kirin on
September 21; the bombing of Chinchow on October 8; the
Nonni Bridge operations stdrted in the middle of October and
ended.on November 19, 1931 with the occupation of Tsitsihar
by the- Japanese troops, are reviewed in detail.

.v In the theantime,incidents occurred in Tientsin on Novem-
ber 8 and 26, the accounts of which are conflicting and
obscure. .. The Report explains the effect of these disturbances
o;i.the::si'tuation in Manchuria, and . also. rgentioﬁs as-a .cQnse-
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circles in Japan, in particular, were insisting on the immediate
settlement of the Nakamura case. The Imperial ex-Soldiers’
Association, among others, was instrumental in rousing  puhlic
ppinion: Setttlement of all pending issues, if necessary, by

force became a popular slogan,

CHAPTER IV.
‘Marrative of events in Manchuria subsequent {o Sept. 18, 1831,

~ Chapter IV describes how this growing tension came’ to
the breaking-point on the night of September 18. The Japanese
and Chinese versions of the events of that night different and
contradxctory .

The Commission interviewed as many as possible of the
ébresentatlve foreigners, including newspaper correspondents,r.
rwho had been in Munkden at the time of the occurrences o
éoon thereaf'ter. As a result it has come to the following con-
clusions: 7 ' o

..Gn}mlusluns on the events of Sepiember 18, at Mukden.

“Tense {feeling undoubtedly existed between the Japanese
and Chinese military forces.

- “The Japanese, as was explained to the Commission in
evidence, had a carefully-prepared plan to meet the occasion
of possible hostilities between themselves and the Chinese.

#On the night of September 18, 1931, this plan was put
into Qperatxon with swiftness and precision. : .

‘“The Chinese, in accordarice with their instructions, .hdd

1o plan of attacking the Japanese troops, or of endangeting
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rights and privilegs of.  foreizn States throughout China and to.
prevent their further extension in the future. The claim to a,
“special position” was even sometimes interpreted in Japan as
entitling Japan to intervene, if necessary, for the maintence of.
peace and order in Manchuria. )

This fundamental conflict of attitudes ard policies gave
rise to a number of specific issues between the Chinhese and
Japanese authorities -as to the interpretation and application of
the complex treaties and agreements in force, or ciaimed to be
in force, between the two-countries. An - analysis is given of
the more important of these issues: issues arising out of the
Treaty of Peking of 1905 and question of the “parallel railways”,
issues arising out of numerous railway contracts; issues arising
out of the Treaty of 1915,—rights-of Japanese subjects to lease
lind and settle in Manchuria, administration of the railway
zaone - of -.the South- Manchuria Railway, exercise of certéir_;
rfights by -the Japanese Consular police, "status of Koreans, etc.

. “Fhe fension became -more acute in 1931. The \:Vanpaoshan
affair and the anti-Chinese riots in Korea, as also the- question
of .the murder of Captain Nakamura, in the summer of 1931,
are finally taken into full account.

.+- By the end of August, 1931, therefore, - Sino-Japanese
relations over Manchuria- were severely strained in é()nsequenqe,
of the many controversies and incidents described. Each side
had - legitimate grievances against. the -other. Some efforts
were -being - made to dispose of these questions: by the
normal -procedure of -diplomatic. negotiation; but the long }derlét)'{tsA
put..a-severe strain on the -patience .of the-Japanese. . Army
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1905, following the Treaty of Portsmouth, and on the Treaty
of 1915, known as the “Twenty-one Demands”, as well as on
various railway " coniracts. The list of those rights shows the
exceptional character of the political, econumic and legal relations.
created between Japan and China in Manchuaria.  There is
probably nowhere in the world an exact parallel to this situa-
tion; no example of a country enjoying in the territory of ‘a
neighbouring State such extensive economic and administrative
privileges. A situation of this kind could possibly be main-
tained without leading to incessant complications and disputes.
if it were freely desired, or accepted, on both sides, and if it
were the sign and embodiment of a well-considered policy. of
close collaboration in the economic and in the political sphere.
But'in the absence of those conditions, it could only lead to
friction and conflict.

" ‘The Chapter “describes the conflict beween the fundamental”
interests of Japan and:China in Manchuria, as reflected in the
attitude ~dnd policies of the two Goveinments in the years
preceding- the events of September, 1931. The Chinese con-
sider Manchuria as the granary of China, and also as China's
first line of defence: the Japanese attitude is determined by
hisforical and sentimental associations, by strategic Pre-occupa-
tionis; .and b¥ economic. interests. Patriotic sentiment, the
paramount need of military defence, and the exceptional Treaty-
rights, all combine to create the Japanese claim to a -“special-
position” in Manchuria. - This claim conflicts with the sovergign
rights-of China abdis irreconeilable with the aspirations of the!
tiational-Government, which seelks to egstail existing-excepfional,
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of the Soviet Government gave a strong impetus to China’s
nationalistic aspirations, and it seerﬁed probable to]apaq that
the Soviet Government would support China in the strugple
for the recovery of soverign rights. This development revived
all the old anxieties of Japan towards her Russian neighbour.
The possibility of a danger from across the north Manchurian
border became a matter of concern to Japan. The likelihood
of ‘an alliance between the communist doctrines in the North
and the anti-Japanese propaganda of the Kuomintang in the
South made the desire increasingly felt to impose between the
two a Manchuria which would be free from both. Japanese
misgivings have been still further increased in the- last few
years by the predominant influence acquired by the U.S.S.R.
in QOutéer Mongolia, and the growth of communism in China:

CHAPTER IIL

Mancharian -issues between Japan and. Ghina
‘{before Sepiember, 1831).

Chapter ‘III describes the main’ Manchurian issues bet-’
ween Japan and China ‘before September 18, 191i. During’
the rjrébeding quarter of a century the ties which bound: Man-
churia to the rest of China were growing stronger, and at the
same time the interests of Japan in Manchuria  were increasing.’
Manchuria was admittedly a part of China, but it was-a part-
in which Japan ﬁad'acquired such exceptional rights, so restri-
cting the exercise of China’s sovereign rights, that a conflict
between the two -countries was' a natural résult. These ex-
déptional tights are chiefly based on the Treaty of Peking of
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of educational progress, municipal administration, - and' public
utility work. It is emphasised in particular that during this
period, under the administration of Marshal- Chang Tsé-lin and
Marshal Chang Hsueh-liang, the Chinese population and Chinese:
interests played a3 much greater part than formerly in the
development and organization of the economic resources eof
Manchuria. '

‘The Chapter then describes the  various stages through
which the relations between Russia {or U.$.5.R.) and Manchuria
have passed, since the contract for the comstruction of- the
Chinese Eastern Railway and the conclusion of a Treaty of
Alliance in 1896. It mentions the lease of the Liaotung
Peninsula to Russia in 1898; the Russian occupation of+- Man-
churia in 1900; the Russo-Japanese war and the “Treaty of
Portsmouth; the effect in Manchuria of the Russian revolution
of 1917 and of the Allied intervention of 1918-1920; the Sino-
Soviet agteementA of 1924; the incidents ;following Marshal
Chang Tso-lin’s aggressive policy against the interests of the
U.S.S.R. and the military invasion of part of northern Manchuria
by the forces of the U.S.S.R.'in 1929, ended by the Protocol
of Habarovsk of December, 1929 which re—established’the"sfatus
quo.: ‘Finally, reference is made to the- relations® between
Russia and Japan since 1905, in respect of the Manchurian
- question.

. -The policy of co-operation in Manchuria followed by Japan
and Russia between the Treaty of Portsmouth and. the Rus-.
sian revolution .was brought to an end by the Russian revolution
and the "Allied intervention in Siberia. Moreover, the attitude
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people of Manchuria -wished to be separated from China. His -
armies. did not invade China as if it were a foreign country,
but merely as participants in the civil war. Through all its
wars- and periods of independence Manchuria remained an
integral part of China. Although not in agreement with the
doctrines of the Kuomintang, Marshal Chang Tso-lin desired
the unification of China, and his policy with regard to the
spheres of interest of the U.S.S.R. and Japan shows that he
would ‘have liquidated both if he could have doné so. He
almost succeeded in doing this in the case of the sphere of the
U.S.S.R., and initiated the policy of railway construction, a
result of which was to cut off the South Manchiria “Railway
from some of its feeder districts. After the mysterious murder
of Mdrshal Chang Tso-lin, Marshal Chang Hsueh-liang, against
"tJapanese. advice, entertained closer relations with the Kuomin
ang and with Nanking, and . in December 1928 declared his-
allegiance to the central’ Government. In reality the old system
of military - rule in Manchuria continued to function as before;
but, under the influence of the Kuomintang, nationalist pro-
paganda and anti-Japanese agitation became more active.

The ‘Commission found grave complaints concerning népe-
tism, -corruption and maladministration in Manchuria before
September, 1931, to be widely current.. This state of affairs,
however, was not peculiar to Manchuria, as similar, or even
woise, .conditions existed in other parts of China. Whatever
the short-comings of the administration, efforts were made in
éozﬁe_ .parts of the country to improve the adminpistration and
cértain -achievements must be noted; particularly in. the - field
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Manchuria could not have attracted and absorbed such a ‘large
population. Without the influx of Chinese farmers and labo-
urers, Manchuria could 'not have developed so rapidly. Yet,
Manchuria, so largely dependent on co-operation, was destined,
for the reasons indicated, to become a region of conflict, at
first between Russia anq Japan, and later between China and
her two powerful neighbours.

China, at first, showed little activity in the field of deve-
lopment in Manchuria. She almost allowed Manchuria to pass
from-her control to that of Russia. Even after the Treaty.:.of
Portsmouth, which reaffirmed her sovereignty in Manchuria, the
econiomic ,activity_of Russia and Japan in developing these
provinces figured more prominently than her own in the .eyes
of the world. Meanwhile the immigration of millions of Chinese
farmeis settled the future possession of the land. While Russia
and Japan were engaged in delimiting their spheres of interest,
Chinese farmers took possession of the soil, and Manchuria 'is
now: hnalterably Chinese.  Since the Russian revoelution of
1917, China began to take a more active part in the govern-
ment and development of the country. In recent years she has
tried to diminish Japan’s influence in Sonth Manchuria. Grow-
ing -friction resulted from that policy, the culminating point of
which was reached in September, 1931..

.The Chapter describes the state of the administration and
the policy followed in Manchuria at the time of Marshal Chang
Tso-lin and Marshal Chang Hsueh-liang. Marshal Chang Tso-
lin- decldred at different times its independence from:the Peking
Government, but this declaration .never. meant that he 6t the
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{wo particulars has this beén carried so far as to contribute
to the creation of the atmosphere in which the present conflict
arose, namely, the use made of the economic boycott and the
introduction of anti-forcign propaganda into the schools.

In so far as Japan is China’s nearest neighbour and largest
customer, she has suffered more than any other Power from
the conditions prevailing in China. But this issue, thyugh
affecting Japan to a greater extent than other Powers, is not
a Sino-Japanese issue alone. Moreover, the present. ex{reme
case of intermational friction should, if a satisfactory settlement
can be effected through the League of Nations, convince China
of the advantages of the policy of international co-operation
which was inaugurated at Washington with such beneficial
effects in 1922. '

CHAPTER L.
‘ Manchuria; Bescription; relations with rest of Ghina and Russia.

Chapter II contains a general description of Manchurid
and of its relations with the rest of China and with Russia
before September 1931. Manchuria, the three Eastern provinces,
is described as a large, fertile region, only forty years ago
almost undeveloped, and even now still under-populated, which
has assumed an increasingly important role in the -solution:of
the -surplus pOpulatiop problems of China and  Japan.: The
provinces of Shantung and Hopei. have poured milions- of
destitute farmers into Manchuria, while Japan has .exported to
" ihat ‘country her manufactured articles and capital, in.-exchange
for food supplies and raw materials. : -Without Japan’s -activity,
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failures, considerable progress has in fact been made. This is
clear from a comparison’ between the state of China now and
in 1922, at the time of the Washington Conference. Although,
at present, the Central’ Government’s authority is still weak in
a number of Provinces, the central authority is not, at least
openly,” repudiated, and there is reason to hope that, if the
central Government, as such, can be maintained, provincial
administrations, military forces, and finance will acquire an
increasingly national character. The present Government has
made efforts for Chinese reconstruction; in many things it has
failed, but has already accomplished much.

The nationalism of modern China is a normal aspect of
the period of political transition throngh which the country is
passing; but, in addition to the natural desire to be free from any
outside control in a people that has become conscious of national
unity, the influence of the Kuomintang has introduced into the
nationzalism of China an édditional and  abnormal- tinge of
bitterness against all foreign influences. Chapter I mentions
the main claims of Chinese nationalism, the attitude of the
foreign Powers toward these claims (particularly the question
of the relinquishment of extra-territorial rights and its relation
to the question of the prdber maintenance of law and order in
China). Having started upon the road of international co-opera-
tion for the purpose of solving her difficulties, as was done at
‘Washington, China might have made more substantial progress
in the ten years that have since elapsed had she continued to
follow that road. She has only been bampered by the virulence
of the anti-foreign -propaganda which has been pursued. In
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Chimra; and the conflict between the central Government and
the ‘communist orgamsanon in central 'China.

From this summary description it appears that disruptivé
forces in China are still powerful. The cause of this lack of
cohesion is the tendency of the mass of the people to think
in terms of family and locality, rather than in terms of the
nation, except in periods of acute tqr}sion between  their country
and foreign Powers. Although there are nowadays a number
of leaders who have risen above particularist sentiments, it is
evident that a national outlook must be attained by a far greater
fiumbef of citizens before a real national unity can result.

As regards communism in China, it is observed that this
does not only -mean, as in most countries, either a political
doctrine held by certain members of existing parties, or the
organization of a special party to compete for power with other
:iolil'ical parties. It has become an actual rival to the national
Government. Moreover, the disturbance created by the com-
munist war is made more serious by the fact that the country is
«going through a critical period of internal reconstruction, and
“has been still further complicated during the last eleven months
-by' an-external crisis of exceptional gravity. The problem of
communism in China is linked with the larger problem of
nat'lonax réconstruction.

" Although the spectable of China’s transitional period, with
its unavoidable 'political, social, intellectual and moral disorders
is disappointing to her impatient friends, and has created
énmities which have been a danger to peace, the Commission
ﬁnds, nevertheless, that,- in . spite. of ,.difficulties, delays. and
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issues between China and Japan in Manchuria before September,
1931, is also essential to determine why, and how Manchuria
has become a centre of conflict, and what problems ought to
be dealt with in view of a permanent settiement of the dispute,
if this state of conflict is to be replaced in the future by a
real reconciliation of fundamental interests.

CHAPAER 1.
“Qutline of recent developmenis in Chlna”.

The dominating factor in China is the modernisation.of the
pation-itself, which is slowly taking place. China today is a
‘nativn in evolution, showing evidence of transition in all aspects
of its national life. Political upheavals, civil wars, social .and
- economic unrest, with the resulting weakness of the central
‘ government, have been the characteristics of China since the
-revolution of 1911. These conditions have adversely affected
_all the nations with which China has been brought into contact,
and -until remedied will continue to be a menace to world
peace and a contributory cause of world econemic depression.
A brief assurance is given in Chapter I of the stages by which
the present conditions have been reached. This summary men-
tions the fall of the Manchu dynasty, the first years of the
~Republic, the -period of civil wars and political unrest between
1914 and 1928; the formation of the Kuomintang under Dr.

- Sun Yat-sen; the establishment of the central Government at
Narking in 1927; the struggle between the central- Government
>gand-. the-opposing elements; the development of communism:in
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The itinerary followed.

Before reaching Manchuria contact was established with
the Governments of Japan and China and with representatives
of various shades -of opinion in both .countries, in order to
ascertain the nature of their rejpective interests. The Commis-
sion arrived in Tokyo on Feb:fuary 29; stayed in Shanghai
from March 14 to 26, and in Nanking from ‘March 26 to April
1; travelled through China until Peiping was reached on Apr.i>1
‘9, and then proceeded to Manchuria, where it remained for
about six weeks until June 4, visiting the principal cities of
that region. After a second visit to Peiping and Tokyo in
June and July, the Commission finally settled down in Peiping
on July 20, where the drafting of the Report was undertaken.

Chapters I, [I and II: Background of present conflict.

Chapters I, Il and III explain how the events in Mukden
of Sepiember 18, 1931, were but the outcome of a long chain
of'minoi' occasions of friction, indicating a growing tension in
he relations between China and Japan.

A knowledge of the essential factors in the recent relations
of the two countries is necessary to a complete uhderstanding

"of the present conflict. The national aspirations of the Republic
of China; the expansionist policy of the Japanese Empire and
of the former Russiad Empire, the present dissemination of
‘ communism from the U.S.S.R., the economic and strategic needs
‘of thesé three couritries, such matters are considered as factors
of fundamental importance in any study of the Manchuria
pfobiem. A descriptiod of some of the most important specific
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2. A consideration of a possible solution of the Sino-

Japanese dispute, which would reconcile the funda-
mental interests of the two countries.

The Gommission's conceplion of its mission.

The Commission’s conception of its Mission, which deter-

mined the programme of its work and itinerary, and which

i
equally guided the plan of the report, is stated as follows:—

1.

2.

3.

An attempt has been made to provide an historical
background by describing the rights and interests
of the two countries in Manchuria, which provide the
fundamental cause of the dispute;

The more recent, spéc’iﬁc issues which Ymmédiﬁte]y
proceeded the actual outbreak of the dispute were then
examined, and the course of events since September
18, 1931, described. Throughout this review of the
issues, the Commission states that it has insisted less
on the responsibility for past actions lh.an on the
necessity of finding means to avoid their répet'itjon in
the future.

Finally, the Report concludes with some reflections and
considerations submitted to the Council upon the various
issues with which it is confronted, and with some sug-
gestions on the lines on which it seems possible to
the Commission to effect a durable solution of the
conflict and the re-establishment of a good understand-
ing between Japan and China..
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Before leaving Europe for the Far East by way of America
on February 3, 1932, the Commission held two meetings in
Geneva in the course of which Lord Lytton was unanimously
elected Chairman. The Governments of Japan and China
snbsequently appointed as their assessors:

H.E. Mr._Isaburo Yoshida,

Ambassador of Japan in Turkey,
and
H.E. Dr. Wellington Koo,
Former Prime Minister, and
Former Minister for Foreign Affairs of China.

Mr. Robert Haas, Director of the League Secretariat, was
designated to zict as Secretary General of the Commision. In
the course of its work the Commission was also assisted by the
technical advice of various Experts.

A few days before the departure of the Commission, on
January 29, the Chinese Government submitted a further appeal
to the Ledgue of Nations under Article Yo, II and 15 of the
Covenant, and on February 12, 1932, the Chinese representative
requested the Council to submit the dispute to the League
Assembly in accordance with paragraph 9 of Article 15 of
the Covenant, Since, ho‘veve{ no further» instructions were
received from the Councii, the - Commission continued to inter-
pret its mandate according to the Council’s Resolution of De-
cember 10, which inciuded:

I. An examination of the issues between Japan and

China, including the causes, development and status

at the time of the Enquiry;



SUMMARY OF THE REPORT .OF THE COMMISSION OF
ENQUIRY INTO THE SING-JAPANESE DISPUTE.

Issued at NANKING and TOKYO, 1932.

The report of the Commission of Enquiry into the Sino-
_Tapaneae dispute, signed in Peiping on September 4, 1932,
contams an introduction and ten chapters. Special studles on
various subjects are, moreover, added to the report in the .form
of annexes; furthermore, an appendix, containing detailed
indications of the itinerary-followed by the Commiss{on, and
a list of the persons and ofganisations interviewed, . is . in-
cluded. In this appendix a list will also be ‘fn;l.xkud; of ‘the
documentation submitted to the Commission by each of the two
part:es The appendlx and the spec ial studles annexed to,the
,Report Wlll be pubhshed at a later date

. The lntroductmn

The introduction starts by "recalling- the circumstances in
which the Sino-Japanese dispute was brought before the Council
of-the Leagiie of Nations, as a result of the events which took
place at Mukden on the night of September 18, 1931 ~(appeal
bjr-:C-h'ina under- Atti¢le 11 of the Covenant on September 2i,
1931) and the  subsequent action taken by the Council; the
oiltéome:bf which was the appointment of the Commission by .
the ‘Resolution of December 10, 1931.

“The ‘Gommission was .composed as follows:—

: H. E. Count Aldrovandi. (Italian),

Général de Division Henri Claudel (French) )

The Rf. Hon. The Earl of Lytton PC.,, G. C. 8.1,
" 'G.CLE, (British) -
‘Mdjor-General Frank Ross ‘\IcCoy (Amencau)

H.E. Dr. Heinrich Schnee (German). -
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