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THE FOREIGN SERVICE
OF THE
UNITED STATES OF AMERICA

AMERICAN CONSULATE GENERAL

Mukden, Manchuris
December 10, 1937
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I have the honor to enclose herewith a copy of
my Despatch No. 178, dated December 10, 1937, to the
American ®mbassy, Peiping, China, entitled "Political

Review for November, 1937."
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Respectfully yours,
o =
0 .

l,L. oy by,

‘/)"JU
John Davies, Jr.
U*\) Americnan Vice Consul

Enclosure:

|21 /N3OMHNK

Copy of despatch No. 178
to Embassy, Peiping.

In quintuplicate to the Department.
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Confid. No. 37.
No. 178.

AMERICAN CONSULATE GENERAL,
Mukden, Manchuria, December 10, 1937.

CONFIDENTIAL - For Staff Use Only.

SUBJECT: Political Review for November, 1937.

The Honorable
Nelson Trusler Johnson,

American Ambassador,

Peiping, China.

I have the honor to enclose herewith a review of

political developments in this consular district during
November, 1937.

Respeotfully yours,

John Davies, Jr.,
American Vice Consul

snclosure:

Politicel Review for November, 1937.

copiles to Department by Despatch No., =---
dated December 10, 1937.

py to the Bmbassy, Tokyo.
to the smbeassy, Henkow.

* to the Zmbassy, loscow.

to the Consulste General, Harbin.
to the Consulate Genersl, Tientsin.
to the Consulate, Dairen.
tc the Cormander in Chlef, Asistic Fleet, Shancshail.




SUMMARY

While enacting legislation gravely damaging
to American interests in Manchuria, the Government
voiced a wish that American capital would invest
in "Manchukuo"”.

The Government and the Foreign Minister announced
that non-Japanese alien extraterritorial rights would
be abrogated on December 1.

"Manchukuo" and Japan concluded a treaty on
November 5 by which the latter relinquished extra-
territorial rights in Manchuria and transferred to
"Manchukuo" administration over the South Manchuria
Rallway Zone. By this treaty, the Kwantung Army has
completed its program of eliminating Tokyo ecivilian
official control from "Manchukuo™.

Support of the Japanese invasion of China Proper
was oontinued. The Ewantung Army drove south in
Shansi to Taiyuan and was engaged in setting up "auto-

nomous” regimes in the territory which it had occupied,

Relations with the Soviet Union improved slightly.

The basic causes of antipathy, however, remained.
Italy accorded de _jure recognition to "™Manchukuo".
The Government oontinued to make "emergency

period™ preparations.
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II FOREIGN RELATIONS

A. Relations with the United States:

"Manchukuo's" relations with the United States
during November were characterized, on "Manchukuo's™
part, by an exhibition of inept inconsistency. American
investments in Manchuria were sought at the same time

the Government enacted legislation hostile to American

interests.

l. "Manchukuo™ Hopes for American
Investments: 2

in thelir personal contact with this office
"Manchukuc" officials were anxiously friendly.* The
press reflected to a less pronounced degree this senti-
ment. The explanation of the cordiality lies perhaps
in "Menchukuo's" present financial plight. Only a
fraction of the capital necessary for the fulfillment
of national planning on the grandiose scale now on
peper 1s likely to be forthcoming from domestic sources
and from Japan. It is freely admitted that, with Japan
now deeply involved in China Proper, "Manchulkuo" must
look to new sources for capital. Apparently, the United
States 1s considered the most promising source.** The
Forelgn Office pleaded for American aid in developing
"Menchukuo".*** The press proclaimed that vast American

investments in Manchurie were likely to be made, ****

2« Government Announoes.hhrogdtion of

Extraterritoriality:

The Government and the Director of the Foreign

* Despatch No. 160, November 10, 1937, Visit to

Hsinking
** Ibid; also Economic Review for November; Harbin's
telegram No. 30 to Pelping Embassy, hovember 18,

e P,
**¥ Despatch No. 160, November 10, 1937, Visit to

Hsinking.
¥X¥¥¥ Despatch No. 168, Kovember 17, 1837, Rumored
Imerican Investments in "anchukuo“
Of f'ice




Office issued on November S5, simultaneously with the

signing of the treaty between Japan and "Manchukuo"

by which the former relinquished extraterritorial

rigzhts in Manchurie*, proclamations stating that on
December 1, the extraterritorial rights of non-Japanese
aliens in "Manchukuo" would be abolished.** This of-
fice has little doubt but that the Government will at-
tempt when an occasion presents itself to assume juris-
diction over Americen nationals, firms and property.

As matters now stand, only a desire not to alienate
American public opinion while American capital is being
invited to invest 1in Manchuria is likely to give the
Government pause in attempting to exercise jurisdiction
over American nationals and interests,

The Mukden consular corps was invited to an of-

' ficial banquet given by the Governor of Fengtien Province

in celebration of the abrogation of extraterritoriality.
The American, British and French representatives declined

the invitation.

 trnis AL freagen

The Foreign Office stated to this Consulate
General on November ll, in response to an inquiry from
Mr. Langdon concerning the impending property insurance
monopoly, that "the Government has no direct connection
with the establishment of the Manchuria Fire and Marine
Insurance Company."*** This evasion is believed to

have been prompted by a desire to avoid raising the

* This review, page 4.

** Telegram No. 5§ to Peiping Yy, November 5, 9 P,M,;
despatch No. 166, November 1937, Treaty Bct"on
“"Manchukuo" and Japan Pr “for Abolition of
Extraterritoriality...", pages 5-6.

*** Despatch No. 170, November 19, 1937, Property

Insurance lonopoly "
issue
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issue of the Open Door. The monopoly company 1is
expected to be established on December 1l.
B. Relations with Japan:
l. Japan Signs Treaty Relinquishing
Extraterritorial Rights:

The "Manchukuo" and Japanese Governments con-
cluded on November 5, a treaty at Hsinking whereby the
latter relinquished extreterritorial rights in "Manchukuo"
and transferred to "Manchukuo" administrative rights in
the South Manchuria Railway Zone.* The treaty represents,
following that of June 10, 1937**, the second step in the
Kwantung Army's program of eliminating civilian control
from Tokyo in Manchurian affairs.

Japan makes reservations in the treaty con-
cerning military service and education of Japanese sub-
Jects, In matters relaging to the personal status of
Japanese subjects, "Manchukuo" courts are to conform to

Japanese law, Japanese rights and intercsts enjoyed

under Japanese law or usage shall continue unimpaired.

The rendition of extraterritorislity is for

Japanese residents of Manchuria little more than an
acadenic issue becuuse of Japanese domination of "kan-
chuku." courts and police. From the Kwantung Buresau,
9,940 Jaevanese Rallway Zone volice are being incorporated
in the "Manchukuo" police.*** For Japanese business in
Manchurisa, the passing of extraterritoriality means com-

plete subservience to the will of the Kwantung Army,

* Telegram No, 5 to Feiping Embassy, November S5, 9 P.l.:
despatch No. 166, lNovember 15, 1937, Treaty Between
mMianchukuc™ and Jaran Drovidixg ror.Abolition of
Extraterritoriality...”

*¥* Despatch No. 277, June 13, 1936, Treaty Between Jemn
and "Manchukuco" Concerning the Residence, Texation,
et cetera of Japanecse 1in ﬂarc*uiuh"

*%*%* KOKUTSU, November 19, official "Manchukuo" news
agency.
veiced
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voiced through the "Manchukuo" Government.

a. Position of Japanese Troops in
ma-ﬂnoﬁangeﬁ : S

The legal position of the Kwantung Army
in "Manchukuo” was unaffected by the treaty of November 5.
An exchange of memoranda, presumably based upon the jolint
defense protocol of September 15, 1932, is to be effected
early in December between the Government and the Japanese
Ambassador. The purpose of these memoranda is to clarify
the legal status of Japanese troops in "Manchukuo”.

b. Kwantung Bureau Reduced in Size:

With the transfer of most of its functlons
to the "Manchukuo™ Government, the Kwantung Bureau 1is
being reduced to a third of its former size.™ Its
principal concern after December 1 will be political and
economic liason between Hsinking and the Kwantung Leased

Territory Government.

¢. Functions of Korean éﬁencies
Assumed by "Manchukuo":

With the rendition of Japanese extraterril-
torial rights in Manchuria, like privileges enjoyed by
Chosenese also disapreared. The education of Koreans,
unlike that of Japanese, is to be undertaken by the
"anchukuo™ Government.** No formal agreement is known

to have been concluded on this score.

d. Premier and Concordia Delegates
Visit Jagan:

The Premier, General Chang Ching-hui ( ﬁ;: 5’*" }i*.j_- ),
left Hsinkcing on November 9 for Tokyo to express the
thanks of the "Manchukuo" Government for Japan's rendition

of extraterritorisl rights in "Manchukuo®,.*** While in

* KOKUTSU, November 22.
** XOKUTSU, November 25.
KOKUTSU, November 8.
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Tokyo, he volced gratification over the efforts being
made by the Japanese army and navy to establish good-
will in East Asia. General Chang also reafrirmed the
doctrine of the indivisibility of Japan and "Manchukuo"
and that of Jjoint defense. The Premler was received
in audience by the Emperor.

A delegation of native time-servers and Japanese,
organized by the Concordia Society, arrived in Tokyo on
November 8, to thank the Japanese Government for relin-

quishing extraterritorial rights in Manchuria.*

2. Manchuriaen Railways Recruit Japanese
EEEonees:

The General Directorate of Railways employed
during November 1,270 young Japanese.** These recruits
probably represent to a considerable extent replacements
of rallway employees dispatched to North China.

o. Relations with China:

1. The "China Ipcident":

a. Noncombatant Activities:

The press and other official propaganda
agencies continued their phrenetic campaign against
China. The native population was no more disposed than
during previous months to believe Japanese accounts of
developments south of the Great Wall and in Inner Mongolia,
More faith was placed in rumors, some of them ridiculous

exagerrations, purported to have originated from persons

recently arrived from China Proper.

Celebrations and parades were organized

in the principal cities and towns following important

* KOKUTSU, November 8.
** MANCHURIA DAILY NEWS, November 27, Dairen
Japanese-owned English-language daily.

Japanese
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Japanese victories. They were obviously too much of
an lmposition on even the easy-going Manchurian Chinese.
Celebrants at the end of the month exhibited symptoms
of acute apathy.

The number of Japanese troops proceeding
through Manchuria to North China declined markedly.

Japanese bureaucrets and technicians and
native sychophants departed for North China to operate
public utilities &nd put into effect the administrative
technique which they have learned in "Manchukuo".

b, Military Activities:

The Kwantung Army's campaign in Inner
Mongolia and Shansi was obscurely reported in official -
communiques. In Chahar and Suiyuan the Army is be-
lieved to have been principally engaged in consolidating
its attenuated position. It also appeared to be more
engrossed in setting up "autonomous" governments than
in extending its occupancy of territory.

In Shansi a vigorous drive was made south-
ward. Talyuan, the provincial capital, was occupied on
November 8.* Kwantung Army forces are reported to have
suffered heavily in Shansi from guerrilla attacks by
Chinese communist troops.

The "lManchukuo" and Mongol armies are under-
stood to have engaged in little heavy fighting.** The

"Manchukuo™ Army was mainly employed in suppressing so-
called bandits in northern Hopeil and in Chahar.

2. Relations Reestablished with East Hopei:
Relations with the East Hopei regime, involuntarily

M

* KOKUTSU, November 8,
** Tientsin No. 566, November 28, 1937, Report by American
Citizen of Conditions in Suiyuan Province.
severed
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gsevered by the massacre of "Manchukuo" representatives
at the time of the Tungchow mutiny, were reestablished
during the latter half of November. Mr. Ho. Chang-chi
(4] 7 40), an administrative secretary of the Forelgn
Office, was appointed Special Diplomatic Delegate, and
on November 18 left Hsinking for Tangshan,*
The East Hopel Delegate at Hsinking, Mr. Chiang

Tien-to, on the occasion of the second anniversary of
the founding of the East Hopel regime, gave on November 25
what was described as a tea party.** The function was
utilized for an exchange of extravagant compliments.

D. Relations with the U.S.S.R.:

There was svidence during November of a slight

relaxation of the tension in relations with the Soviet

Union.*** Northwerd movements of troops and military

equipment through Mukden deolined until the close of the
month, when renewed activity was observed. The anti-
communism propaganda campaign subsided. The press,
however, continueé to carry detailed accounts of alleged
oppression, dissension and treachery in Siberla. Japanese
officials maintained that the morale of the Soviet Far
BEastern Army is at low ebb.

The foregoing is inconclusive evidence that the
danger of major hostilities with the Soviet Unlon is
passing. Informed Japanese and Occidentals in South
Manchuria are not optimistic over the prospects for im-
provement in relations with the Soviet Union. It is ob-

served that there remains unremoved the fundamental causes,

w

. KOKUTSU, November 1B.

** KOKUTSU, November 25.
*** Harbin's telegram No, 30 to Peiping Embassy,

November 18, 2 P.l.
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real or fancied, of rrtﬁbtlona (1) the Soviet Union's
sovereignty over territory strategically menacing to
Japan and "Manchukuo", (2) the presence in Siberia of
a large standing army, (3) the 1deological menace of

oommnnﬂjm, (4) Soviet Union assistance to certain Man-

churian insurgént forces and to the Chinese nationalist
and communist armies, (5) the border demarkation and

fishery treaty disputes.

Of the causes contributing to friction, those
relating to Red Army forces in the Soviet Far East and
to Russian assistance of insurgents and nationalists
have been aggravated, Trans-Siberian passengers report
heavy troop movements eastward in the Soviet Union.
Large qQuantities of supplies are to be seen stacked at
Siberian stations. There is a reported increase in
Russian equipment of Manchurian insurgents.*

E. Relations with Italy:

‘ Italy accorded de jure recognition to "Manchukuo"

lon November 29.**  "Manchukuo" is now recognized by

Wwapan, El Salvador and Italy. The Premier issued a
ptatement on November 29, to the effect that (1) in the
light of 'Hanchukﬁo's" growing strength and exercise of
sovereignty, Italian recognitim is but to be expected;
(2) recognition in this instance is significant because
of Italy's position as & member of the League of Nations
and signatory to the Nine Power Treaty: (3) the anti-
communist front will be strengthened: (4) recognition by
Oother states will soon follow,

*

SHENG CHING SEIH PAO, November 27, Mukden Japanese-
owned Chinese-language daily,

¥* Telegram No. 12 to Peiping Embassy, November 29,

1l P.M,; despatch No. 174, December 1, 1937, Italien
Recognition of "Manchukuo®.

Rome 's
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Rome 's move is believed to have been actuated by
economic as much as political considerations. The
Italian Consul General at Mukden, Mr. Luigi Cortese,
who 1is axpectéﬁ to be appointed the first Italian Minister
to "Manchukuo", had, up to the time of recognition, nego-
tiated unsuccessfully with Hsinking for the sale of trucks,
mechinery and war equipment. "Manchukuo" is understood
to have made it plain that as Italy purchases little from
Manchuria, Rome must make a political concessicn - recog-
nition.

It is generally conceded that the way is now open
for Mr. Cortese to reach a commercial understanding with
the Hsinking authorities. A treatyis now being negotiated.
Conversations are in progress between a Fiat representative

and the "Manchukuo® Government for the establishment of an

Italian-"Manchukuo" automobile and possibly airplane factory.

F. Relations with Germany:
Germany is expected to extend de jure recognition to
" #"Manchukuo” in the near future. A possible factor delaying -

German recognition, observers believe, is a desire not to
antagonize China while manoceuvring to mediate between Japan
and China.

A two million pound sterling oredit agreement between
the Otto Wolff Company and the Central Bank of Manchou¥
was formally concluded on November 15.**

G. Relations with Great Britain:

The British Consul General at Mukden, Mr. P.D. Butler,
called on the Direotor of the Foreign Office on November 23,

and, in accordance with the instruotions of his Government,

* Political review for September e 12,
** XOKUTSU, November 15. e

made
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made representations concerning the abrogation of
extraterritoriality.* The Director of the Foreign

Ooffice, Mr. Chuichi Ohashi, replied that (1) "Manchukuo"

as a successor state assumes obligations to only real

and not personal rights under the preceding regime;

(2) "Manchukuo" is nct bound by its voluntary assumption

on March 12, 1932 of treaty obligations incurred by China
as the British Government ‘did not respond to the statement;
(3) to allow British extraterritorial rights to continue
would be to discriminate against Japanese subjects.

H. Relations of a General International
Character:

1. "Manchukuo™ Displays Interest in
Nine Power Uoﬁgerenoo: =%

A Press allegation that the American Delegate

at the Brussels Conference proposed the calling of a

conference to revise the Nine Power Treaty drew from
the Foreign Office the following statement:*

"According to our viewpoint there should

be applied to the Nine Power Treaty the funda-
mental principle of international law that trea-
ties become inapplicable when a so-called change
of circumstances occurs. We consider that this
treaty was without force even prior to any pro-
posed revision. But should the Japanese Govern-
ment entertain any intention of accepting a pro-
anal to revise the treaty, whioh is already
napplicable, and a conference is convened, Man-
chukuo, as a state having the largest interest
in the treaty, has the intention of claiming
participation in the conference.”

The foregoing announcement is believed to

represent spontaneocus views peculiarly Mr. Ohashi's.

i 2. 'i%iifnkno' es Ell in

.\U ' Since the conclusion a zow ago of the hEou-

* Pelegram No. 11 to Peiping Embassy, November 25, 4 P.M.

** Despatch No. 169, November 18, 1937, "Manchukuo‘'s"
Attitude Towards the Nine Power Treaty.
German
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German treaty directed against the Communist Inter-
national, "Manchukuo™ has repeatedly exhibited a desire
to join the pact. Whep, following Itallan inclusion
in the anti-c&mmintern front, no invitation to partici-
pate in what is termed "the spiritual alliance" was
forthooming, the official press registered a plalntive
note in its expressions of hope that "Manchukuo" would
be permitted to associate itself with the three powers.*
The tripartite treaty against the Communist Inter-
national was recognized by the MANSHU HYORON as belng in
actuality directed primarily at the Soviet Union and
gsecondarily at Great Britain.** The Jjournal foresaw,
however, a danger that the pect might provoke a counter-
alignment of the Soviet Union, Great Britain, the Nether-

lands and the United States.

III INTERNAL POLITICAL ACTIVITY

A. GCovernment Prepares for Extension
ET_IEEEHTEtraEEve Functions:

With the abrogation of extraterritoriality ap-
proaching, "Manchukuo" officials were in November pre-
occupied with preperations for the extension of thelr
activities to include jurisdiction over foreigners and
administration of the South Manchuria Rallway Zone.
South Manchuria Reilway admiunistrative officials, who
with justification consider themsel ves carseer specialists
in Manchurian affairs, are being transferred in large
numbers to the "llanchukuco" Government. Theze men are
known to view their new positions with distaste and some
tfa idation; the former because they will have to take

orders from the Army, the latter because of the intrusion

into "lN=anchukuo"™ civil sdministration of & strong cliaue

* KOKUTSU, November 8, 29.
¥* MANSHU HYORON, November 20. Dairen Japanese weekly

Journal of opinion.
of
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of inferior politicians from Japan who are amateurs in
Manchurian affairs.

B. Emergency Period Measures Continued:

The Government continued activities designed to

cope with the present emergency period. General mobill-
zation* and trade control legislation was drawn up to
become effective in December. Exhaustive national sur-
veys were ordered** of: (1) medical personnel and equip-
ment; (2) police personnel qualifications, and police
transportation and communications equipment; (3) private
and special rgilways' rolling stock and other equipment;
(4) ware-houses and oll storage tanks; (5) wholesalers'
and retailers' stocks on hand; (6) financial resources

and personnel qualifications of business companies, guilds

and cooperatives.

C. Government Persists in Attempt to
Develop Patriotism: -

The profound patriotioc lethargy of the native popu-
lation persisted as a major Government problem, Official

determination to conjure a "Manchukuo" nationalism was

expressed in October in a "national spirit mobilization”, ***

This movement was dismally received. The Concordia

Society and Government propaganda agencies then launched
in November a nation-wide "patrictic movement". The
present febrile campaign emphasizes (1) promotion of the
people's patriotism, (2) economy of consumption, (3) pre-
servation of health, and is arousing among kanchurian

Chinese nc more than shallow enthusiasm on the part of

W

* KOKUTSU, November 26.
** This review, JUDICIAL AND LEGAL.
*** political review for October, page l1l4; also,
politicla review for September, pege 1J5.

professional




~ brofessional applauders of the existing regine,.

D. Civil Liberties Virtually Non-Existent:

A law governing the execution of admiiistrative
actions provides the only legal protection afforded
civil liberties.* The value of the statute as a
guarantee of civil liberties is practically nullified
by its qualifications and exceptions to nrovisions
guaranteeing such rights.

E. "Banditry":

Insurgent activities do not appear to have
diminished since last month. The Japanese military
claim to have captured and kKilled on November 13
Chin Jih-cheng (/ﬁ} B MR ), Chief of a Korean Communist
force and Commander of the Second Division of the North-

eastern People's Revolutionary Army,**

IV JUDICIAL AND LEGAL
The treaty of November 5 between Japan and "Man-

-, Chukuo" by which the former relinquished extraterritorial
rights in "Manchukuo" provides for the abolition on
December 1 of Japanese consular courts, excepting that
these courts may continue to sit on cases pending on that
date.*™** About 200 Japanese consular judges and judicial
officlials are to be transferred to the "Manchukuo" Judi-
clal system.**** The physical Properties and records
of Japanese éourtu and prisons are to be transferred to
"Manchukuo™ , ****

The following important legislation was promulgated

during November:
* Despateh No. 167, November 17, 1937, Civil Liverties

in "Manohukuo®,
** SHENG OHING SHIH PAO, December 3.
*#% Despatoh No. 166, previocusly referred to, page 3.

#H** KOKUTSU, special issue, December.

Regulations




Regulatlons Governing Investigation of Labor,
Department of People's Welfare Order No., 31,
provides for investigetion on June 30 and
December 31 of each year of lumber, minine,
factory and transnortation laborers and
managers. These regulations become effec-
tive December 1.

Survey of esources, Department of Peonle's
Welfere Order No. 74. Loeal officisls are
ordered to submit necessary deta to the
I'inister of People's Welfare concerning the
Investigation of resources on the dayv of the
enforcement of the Law Governing Investiga-
tion of Resources (to become effective on

December 1, 1937). Number of Manchurian,
Japanese and Korean physicians, dentists,
pharmacists, nurses, hospnitals, both private
and government owned, shall be investigated.
Regarding hospitals, the number of beds for
patients and X-ray equipment will also be
investignted, In addition, the orsanizations

- for the training of skilled or professional
personnel will also be investigated.

Investization of Police Facilities, Denartment
of Public Peace Order No. 16, includes provi-
sions for Investigntion of: police personnel
and its individusl qualifications, organiza-
tion for police trzining, police telephones,
automobiles (excludinz military cars), miscel-
laneous vehicles,.

Regulations Governing Investizetion of Private
Railways and Speeinl Railways, Department of
Communications Order No. 57, provides for the
investization of the number of locomotives,
passenger and freight ocars, their repair in
railway shops, the number of operating employees
and fuel and electric power used includ ing nemes
and locations of power houses.

Regulatlions Governing Investieation of Markets,
Department of Finance and Commerce Order No. .30,
November 20, provides that operstors of whole-
sale or retail foodstuff markets shall fill out
two investigntion forms for submittal to the
appropriate authorities.

Regulations Governing Investigation of Warehouses
and 0il Tanks, Department of Finance and Commerce
Order No. 31, November 80, provides that managers
of certain warehouses shall rill out investiga-
tion forms for submittal to the appropriate autho-
rities. The same rule shall apply to oper=ators
of oll storage tanks.

Regulations
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Regulations Governing Investication of Stoocks
on Iand, Department of Finance and Commerce
Order No. 32, November 20, provides that
wholesalers and represcntatives of retallers,
cooperative societiss, feotories and cosl
mines shall ril11 out Investigation forms
showing stocks on hand for submittal to the
avpropriate authorities byr the end of Febru-
ary, MNarch, August and llovember, annually.

Regulations GCoverning Investigation of ZEconouic
and Industrial Bodies, Department of Finance
and Commerce Order No. 33, November 20, pro-
vides that reoresentetives of companies, busi-
ness suilds, cooperative societies and other
cconomio and industrial bodies shall £ill out
investization forms in dupliente each year,
giving informaticn on their princival nlaces
of business, purpose and nature of business,
organization, quslificetions or personnel,
agsets, recelipts, expenditures, vrofits, sur-
bluses or lecsses, and submit them to the ap-
pronriate authorities by the end of January
of the followine vear.

Resul~tions Governing Investigntion of Nerine
Product Resources, Department of Industry
Order Fo. 20, November 24, provides thet per-
sons enegaged in marine products business shell
fill out specified forms givine deteiled infor-
mation on their business and subnit them to the
aonronriate authorities.

ECONOMIC ACTIVITIES

| -

-

(Economie activities durine the month under
review are discussed fully in this office's
economic review for November).

“I’anchukuo's™ crentest economiec problem continues

to be n rfineanci=l one. There is no denrth of nlennine.

The proposal mede last month to estohlish n heavy
industry company ceanitalized at 1Y 450,000,000* ex-
panded In November to three billion vuan.** 0Of this
chimerice~l ficure, American and vossibly British in-

norefully expected to subseribe one billion

F‘l\}

he rrojected corporotion lebors under the dusl

* Politice#l eview for October. page 19.

"% Zconomic review for November: desnatch No. 168,
Nlovember 17, 1937, Tumored Americe~n Invzstments
in "LUsnchukuo”.

handicep
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handicap of being (1) fathered by the Kwantung Arny,

and therefore unattractive from a sound business point
of view to Japanese financiers, (2) organized by a

group of Japanese industrialists of dubious standing.

VI  NARCOTICS
The Government continued its recent policy of
mnoderate restriction of the narcotic traffic.* The

motives actuating this policy are yet undetermined.

VII PERSONNEL CHANGES

A Korean has for the first time been appointed
a provincial governor. Mr. L1 Han Eki, formerly a
Councillor of the Chosen Government, has been desig-
nated Governor of Chientao Province, predominantly

inhabited by Koreans.

VIII MISCELLANEQUS
Nothing to report.

* Despatches to the Department Nos. 65, lNovember 6,
"Menchukuo" Regulations Enforcing the Narcotics
Law * 00y I:O. 64, November sj, It:unChuriun Opium
Popuy Acreage for 1938, No. 69, Opium Elimina-
tion Policy of "Manchukuo".
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