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FAR EASTZRN COMMISSION

Provisional Minutes of the 173rd Meeting of the Far Zastern Commission
dsld in the main Conference Roox 2O16 Massachusetts ivenue, N. A.

W%%, D, C,
17 November 1949, 10:30 4, M,

RIPHE AT PXESENT

Jdajor General Frenk R. McCoy (United States) (Chairman)
Mr. D. W, McNicol (Australia)

His Zxcellency U So Nyun (Burma)

Mr. R. 2, Collins (Canads)

His Ixcellency Dr, W. K. Lee (China)

Mr. J. Daridan (France)

Mr. P. Veidyanathan (India)

Mr. G, J, Jobsis (Netherlands)

Mr. G. R. Laking (New Zealand)

dls Ixcellency Mr, M. A. H, Ispahani (Paxistan)
Mr. F. Lozada (Republic of the Philippines)
Jr. V. I. Bazykin (U.S.S.R.)

Mr. d. A. Graves (United Kingdom)

SECRETARY GENTRAL

Mr, Nelson 7. Johnson

HOTE: The attention of all concerned is invited to the
classification of this document which prohibits
‘ _t_l_r}e__ @és_qeﬁnatiop oi_" the information contained

2 RS Or to the press.
g IEC MESTIR 17 Nov 1949
' o8 * 13 to Soviet inguiry regafding |

tion, (FEC 342/2).
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ﬁ Minutes, 173rd FZC Meeting
(FEC 342/2 attached to FEC Directive Fils) . 17 November 1949
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F2C-CONFIDENTTAL
17 N ber 1949

FAR ITERY COMMISSION

SUMMARY OF MINUTES OF 173RD MEETING

presentatives of and Pakistan

-*.:.'*-'r -t t {8

The Ambassadors of Burma and of Pakistan were welcomed to the

commission on the occasion of their first attendance as representatives
of their respective governments.

ITh4 1 ~ CONRECTION AND APPROVAL OF TdZ PROVISIONAL MISUTES OF THS 172D
MaITING

Approved without correction.

[TZi 2 - a

OF ECONOMIC LIFE IN JAPAN: POLICY TOVARDS JAPANZSE
LNDUSTRY (F3C-242/32; F2C-242/35, /27, /38, /39, /40, /4, /42)

b 1IVEL OF ECONOMIC LIFE IN JAPAN: POLICY TOVARDS SHIPSUILDING
AND SHIPPING (£20-297)1C

IT534 & - JAPANESE RIPARATIONS AND LEVEL OF INDUSTRY (F=C-340, /1, /2, /3,
4, /5, /6, /7, /8

ITEM 4 - JAPANSST PARTICIPATION IN INTZRNATIONAL RCLATIONS (FEC-339, /2,
2, /5,76, /7, /8, /9, /i1, /12, /13

ITEM § ~ JAPANSSS MTMBERSHIP IN INTZRNATIONAL CONVESTICN OF TZLICOMMINI-
CATIONS (r= 1. /2, /3, 4, /5, 76,

No consideration of items 2 - 5.
IT3M 6 ~ LASOR POLICY IN JAPAN (¥F2C-318/20, /22, /24, /25, /26, /27, /28,/29)
U.S. statement submitted. (see F2C-318/30)

1734 7 - RIPORT OF COMMITTZE NO. 1 TO THZ FAR EASTERN (OMMISSION REGARDING
DIVISION OF REPARATIONS ScARSS (F20-219/25. 210 series

IT2¥ 8 - EIPARATIONS RIMOVALS: ACCESSORY FACILITIES, BUILDINGS, TZCHNICAL
DaTA (¥5C-299/5; F1o-299/6, /7, /8. /9. /10 -

IT24 9 - ZCONCMIC STABILIZATION IN JAPAN

No consideration of items 7 - 9. .

X SR
o A T
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ITE4 10 - QTHER BUSINESS

a U.S. Reply to Soviet Statement on Deconcentration.

J.S. representative announced that reply to Soviet statement
(F2C-342/1) would be circulated (see F3C-342/2). 3

b Time of Next Meeting 5
Comnission agreed to meet next on Wednesday, 30 November, 10:30 A.M. -

Summary - Minutes, 173rd FiC Meeti:
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, FEC--CONFIDENTIAL

Welcome to the Representatives of Burma and of Pakistar

Xe The Ambassadors of Burma and of Pakistan were for the first time
attending a meeting of the Far Eastern Commission, and remarks in connec-
tion with their welcome are reproduced verbatim as follows:

2, GENERAL McCOY (Chairman, United States): I have the pleasure to
welcome to this roundtable the distinguished Ambassadors of Burma and of
Pakistan. I know that you will be pleased to have them consider with us

the problems that concern us all in the same spirit that we have had here-
tofore.

3 ME. McNICOL (Australia): Mr. Chairman, I should like to associate
mysell with the remarks made by you and, on behalf of the Australian Govern-
ment, to say how pleased we are to have the representatives of Burma and of
Pakistan sitting with us today on the Far Eastern Commission. The Australian
Government is particularly happy to renew in the Far Eastern Commission the
association it had with the Governments of Burma and of Pakistan at the
Canberra Conference on the Japanese settlement in 1947. Members will recall
that on that occasion not only were the British Commonwealth countries
represented on the Far Eastern Commission invited to attend, but also repre-
sentatives from Burma and from Pakistan, because these countries had also
made a significant contribution to the defeat of Japan. The Australian
Government therefore takes particular pleasure in the fact that the Govern-
ments of Burma and of Pakistan have now taken their rightful place in the
Far Eastern Commission, Thank you, sir.

L MR. LOZADA (Philippines): ir. Chairman, on behalf of the Philippine
Government I would like to szlute and welcome to our midst the distinguished
representatives of our two sister countries of Asia, Burma and Pakistan.
There is no question as to their right to sit here with us and it is a matter
of some regret that they could not have done so sooner. We feel sure that
they will contribute greatly to the work of the Commission.

e MR. JOBSIS (Netherlands): Mr. Chairman, on behalf of the Netherlands
Government and also on behalf of the Indonesian Geovernment, which is in
status nascendi and will come into being within a matter of a few weeks, I

welcome the Governments of Burma and of Pakistan to this table. Thank you.

6, MR. GRAVES (United Kingdom): Mr. Chairman, I should like to add a
word of welcome also to our distinguished colleagues. It is a matter of
great gratification to us that they have now been able to join the Far
Eastern Commission.

Ve MR. COLLINS (Canada): Mr. Chairman, I should also like to associate
myself on behalf of my Government with the remarks which have just been made,
and particularly with those of my Australian colleague. It is a personal
pleasure for me again to be able to sit at the same table with the represen-
tatives of Burma and of Pakistan as I had a very small part in the Canberra
Conference. This is a great pleasure today.

8. MR. DARIDAN (France): Mr. Chairman, on behalf of France I am glad
to associate myself with the remarks that have just been made and know that
the most distinguished representatives of Burma and of Pakistan will make

a8 very great contribution to our deliberations.

D DR. LEE (China): Mr. Chairman, I wish to associate myself with my
distinguished colleagues in welcoming the Ambassador of Burma and the
Ambassador of Pakistan to participate in the meetings from now on. I recall
with particular satisfaction the fact that these two great countries
cooperated closely with China in fighting the Japanese aggressor and con-
tributed so much toward the defeat of Japan. I sincerely believe that their
participation in the meetings of the Far Eastern Commission will contribute

equally as much toward the satisfactory and just solution of the problems
pending before us.

o O Minutes-~173rd FEC Meeting
17 November 1949 B
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Welcome, et cetera (Cont'd)
10. MR. VAIDYANATHAN (India): Mr. Chairman, on behalf of the Goverament
of India I take very great pleasure in welcoming the Ambassadors of Burma

and of Pakistan to this roundtable. I know their presence here will con-
tribute to the deliberations of the Far Eastern Commission.

FEC--CONFIDENTIAL

;3 MR. LAKING (New Zealand): Mr, Chairman, I need only say that my

Government joins very warmly in the welcome that has been extended today to
the countries of Burma and of Pakistan.

12. MR. BAZYKIN (U.S.S.R.): Mpr. Chairman, the Soviet Government in its
notes tc the Ambassadors of Burma and of Pakistan expressed its agreement
with their participation in the Far Eastern Commission. I also welcome,
together with my other colleagues, the presence today of the Ambassadors of .
Burma and of Pakistan in the Far Eastern Commission.

13. GENERAL McCOY (Chairman, United States): Thank you very mach,
gentlemen. I think I would express thanks on behalf of our new colleagues
to have such a warm welcome to our midst. They mustn't be under the impres-
sion, however, that we always agree so easily on other questions. But it's
very heartwarming to have them agree so thoroughly in welcoming you.

14. MR. NYUN (Burma): Mr. Chairman, I have just come straight from the
United Nations where I have been representing my country and 1 arrived here
only this morning to take part in these proceedings. Having come from the
United Nations I know what it is to have speeches inflicted on one and
therefore I do not intend tc inflict a speech on you., I just wish to say

how happy we are in being with you. I note that we start off at least with
an atmosphere of agreement,

1D I wish also to convey my country's and my Government's gratitude
and gratification for being invited to take a seat with you here this
morning. Ever since Burma attained her political independence on the 4Lth
of January 1948 we have been trying to put our country on the map of the
world and have shown our preparedness and willingness to contribute our
share to the solution of international problems. Very soon after the
attainment of our independence, in fact a few months after independence,
and within a few weeks of our application, Burma was fortunate in being
adnitted to the United Nations. Since then we have sought admission to
various organizations of internaticnal importance such as the International
Labor Organization, and the like. But nothing, I can assure you, has
pleased niyy Government more, nothing has made it feel happler, than to be
associated with your work. Being the most devastated country if not in

the world at any rate in the East, as a result of the last World War s WE
are naturally very anxious to be associated with your work, most of which

I understand is completed. But we are very glad to be associated with you
and we look forward to being associated with the peace treaty in which we
are very much interested.

16. On behalf of my Government I offer to the Commission our whole-
hearted cooperation in the task that lies before us.

17. MR. ISPAHANI (Pakistan): Mr, Chairman, I am most grateful to you
and to the other members of the Commission for the cordial welcome you
have given us on the occasion of Pakistan taking its seat at the table of
the Far Eastern Commission., We are conscious of the privilege of serving
on this distinguished body though we should not rightly be considered as
newcomers, As part of former British India the territories which now con-
stitute Pakistan were represented at this table ever since the inception
of the Far Eastern Commission. The men of Pakistan fought throughout the
world against the Japanese enemy, taking severe losses in men and material
and forming a bastion where the threatened Japanese attack on India was
finally halted and from where the final attack throwing back the invaders
was eventually launched. We had hoped tc be able to assist in the deliber-
ations of the Far Eastern Commissicn a2 good deal earlier. Nevertheless we

trust that we are not too late to prove ourselves useful members of this
body .

Minutes--173rd FEC Meeting
17 November 1949
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elcome, et cetera (Cont'd)

FEC~+CONFIDENTIAL

W

18, Mr. Chairman, I thank you once again and the members of the Commission
for their very kind and warm words of welcome.

ITEM 1 - CORREX
MEETING

19. THE COMMISSION unanimously approved the minutes of its 172nd meeting
without correction.

ITEMS 3 - 5 Inclusive:

20, No consideraticn.

ITEM 6 - LABOR POLICY IN JAPAN (FEC-318/20, FEC-318/22, FEC-318/24, FEC-318/25,
FEC-318/26, FEJC-'BIE 8/27, FEC-318/28, FEC-318/29)

2l. GENERAL McCOY (Chairman, US) submitted the following statement as a
reply to the Soviet statement of 27 October (pp. 1 & 2, Minutes y 170th FEC
Mtgj. (U. S. statement subsequently circulated as FEC-318/30).

ON_AND APPROVAL OF THE PROVISIONAL MINUTES OF 172nd

224 "At the meeting of the Commission on October 27 the Soviet
member reiterated his allegations that the labor pelicy which is
being carried cut by the United States cccupation authorities and
the Japanese Government is in contradiction to the Potsdam Declar-
ation and the policy decisions of the Far Eastern Commission.

23. "1 feel that I have already rebutted these charges of the

Soviet member in my statement on July 14, 1949 » which has been cir-
culated as FEC-318/25.

24 . "However, the Soviet member makes two further allegations
in his recent statement. #hile it is not my intention to make a
practice of answering charges of this nature, I would like to
call the attention of the Commission tc the following information:

25. "First, the Soviet member charges 'that by means of mass

discharges of workers, the Japanese authorities are removing from

enterprises or institutions first of all leaders and active members

of trade unions'., In implementation of the economic stabilization

program which calls for the rationalization of government employ-

ment in the interest of efficiency and economy, the Japanese Diet

passed a law which established ceilings on the total personnel

strength of the Japanese governmental agencies, Those ceilings

required a reduction of some 20 per cent over-all, resulting in

the release during the summer months of about 10 per cent of the -
personnel actually on the regular government payroll. In executing N
this program, factors such as emplovee's seniority, work record,
efficiency, attendance and attitude toward his job were considered

and weighed., OSome of these persons may have been active union

members, but that certainly was not the criterion for discharge.

26. "Secondly, the Soviet member stated that 'on September 17 B
the Japanese Government published a new decision according to
which the workers of government and public utility enterprises B
and institutions are prohibited from engaging in political B
activities'., As I understand it no 'new decision' is involved at

all. I assume that the Soviet member is ref erring to a rule,
issued by the National Personnel Authority in September, which -
applies only to government workers and not to workers in public =
utility enterprises. This rule merely implements the provision of o
the National Public Service Law as enacted in 1947 and amended in
1948 which states that 'personnel shall not solicit nor receive 3 o
nor be in any matter concerned in soliciting or receiving, any .
subscription or cther benefit for any political party of political e
purposes or engage 1n any political activity as defined by the "
rules of the Autherity other than to exercise the right to vote',"

- P Minutes--173rd FEC Meeting
17 November 194G
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27. Ne congideration.

ITEM 10- QTHER BUSINESS

a. United States F
centration

28, GENERAL McCOY (Chairman, US) said that he had Just received from

nis Government a reply to the Soviet inquiry (FEC-342/1) on economic decon-
centration. He would have the United States reply circulated as soon as

possible. (The United States reply was subsequently circulated as FEC-342/2).

b. Time of Next Meeting

29. GENERAL McCOY (Chairman, US) noted that Thursday, 24 November, the

normal day for the next Commission meeting, fell on Thanksgiving Day, a
United States holiday. He inquired as to the wishes of representatives
concerning the scheduling of the next meeting.

y tc viet Inqu! 'V regaraing Economic Decon-

30. MR, GRAVES (UK) noted that all representatives had learned with
regret that General McCoy had felt obliged to submit his resignation as
United States representative on the Commission to the President of the
United States and that the President had felt that he had no option but to
accede to General McCoy's private wishes for retirement. He was mentioning
this in connection with the next meeting of the Commission because he had
noted that the last day of General McCoy's chairmanship would fall on
Wednesday, 30 November. He wondered whether the Commission might not now
consider holding its next meeting on that date or on a date as close to it
as would be convenient to all and therefore have a final meeting under
General McCoy's guidance at a time close to the termination of his services.
He requested that the views of representatives be scught on this suggestion.

31. MR. DARIDAN (France) associated himself with Mr. Graves' remarks.

32. DR. LEE (China) alsc associated himself with Mr. Graves' remarks
and urged that the Chairman designate a date for another meeting to fall
within the menth of November. E

33. MR. McNICOL (Australia) associated himself with Mr., Graves' sugges-
tion and added that it would be most appropriate if the Commission could
meet on 30 November, the last day of General McCoy's chairmanship,

34. It was agreed that the next meeting of the Commission should take

place on 30 November, 1949, at 10:30 A.M,

35. There was no other business, f.;:: _

36. The meeting adjourned at 11:05 A.M, "l' 3
-l Minutes--~173rd FEC Meeting

17 November 194
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COPY 0. B 23 CONFIDINTI AL
MINUTES, 165TH FIC MNte.

‘¥AR SASTERN COMMISSION

Provisional #inutes of the 165th Meeting of the Far Dastern Commission
Held in tne Main Conference hoom, 2016 liassachusetts Avenue, V. W

Waehiggg, ng,
ce September 1949, 10:30 A, M,

REPRESENTATIVES PRESENT
; Major General Frank R, McCoy (United States) (Chairmen)
i Mr. D. W, McNicol (Australia)
4r. R. E. Colline (Canada)
His “xcellency Dr. W. X. lee (China)
Mr. J. Daridan (Frence)
Mr. P. Vaidyanathan (India)
Mr. O. Reuchlin (Netherlands)
Mr, G. k. Laking {(Yew Zealand)
Mr. S. P, Lopez (Republic of the Philippines)
Mr. V. I. Bazykin (U.S.S.E.)
Mr. J. F. Ford" (United {ingdom)

SECRETARY GENERAL

Mr, Nelson T. Johnson

--f-i’ NOTE: The attention of all concerned is invited to the
B classification of this document which prohibits
- the dissemination of the information contained

therein to unauthorized persons or to the press.

. ,MINUTES 165th 22 Sept 1949
Soviet Inquiry concerning the elimination of Minutes, 165th F7C Mesting
excesgive concentration of economic power in Japan, 22 September 1949

e The result of the p
anclal organizations,

gﬁeferenced FEC 342/1 attached to FEC Dirgctive
file, -

rge in economic and

in=-
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FEC-CONFIDENTT AL
SUMMARY - 165th FEC Mtge.
22 September 1949

FAR _EASTERN COMMISSION
SUMMARY OF MINUTES OF

boLn MEETTNG

IT2M 1 ~ CORRECTION AND APPROVAL OF THT PROVISIONAL MINUTES OF THE
16473 MTETING

Corrected and appreved. (p.l)

ITEM 2 - RISTITUTION OF LOOTED PROPERTY (F2¢-Cl1/55, FEC-011/51)

Philippine amendment to par h 8 of FEC-011/51 proposed (FEC-011/56).
Discussion. Postponed. (pp. 1-8§

ITSM 3 - FISHING

AND AQUATIC IN S IN JAPAY (FEC-271/25)

Soviet statement and amendment, latter being subsequently circulated
as F20-271/26. Discussion. Postponed. (pp. 3-6)

ITEM 4 - a IEVEL OF ECONCMIC LIFE IN JAPAN: POLICY TOWARDS JAPANISE
LN USTRY (FEC-242/32; Fit-242/35, Funo-242]37, FaC-242]38)

b LEVIL OF ECONOMIC LIFE IN JAPAN: POLICY TOWARDS SHIFBUILDING
AYD SHIFPING (F20-297/1C

J.S. representative presented FEC-242/Z9 as reply to Soviet statement

shown in ¥EC-242/38. Soviet representetive moved that provision of a-

eraph 9 b of F2ZC-0&4/21 be extended (motion circulated as F2C-084/23).
Action postponed for one weex, (pp. 6-7)

ITEM 5 - JAPAUSSE PARTICIPATION IN INTTRVATIONAL BELATIONS
FiC-339, /=2, /3, /5, /6, /7, |8, [9

IT2M 6 - JAPANISE MZVBERSHIP IN INTERNATIONAL COSVESTICN OF TZLICOMMUNICATIONS
(F30-334, Fac-334/1, /2, 13, /4, /5, /6

IT= 7 - LABOR POLICY IN JAPAN (F2C-318/20, /22, /24, /25, /26, /27, |28, [29)
ITEM 8 - JAPANZSS RTPARATIONS AND LEVEL OF IVDUSTRY(F2C-340,/1,/2,/3,/4./6,/7)

ITEM 9 - RIPORT OF COMMITTEE NC. 1 TO TH™ FAR TASTZRN COMMISSION R2GARDING
DIVISICY OF RIPARATIONS SHARSS (¥=C-219/25, 219 series

TTEM 10 - EZPARATIONS REMOVALS: ACCESSORY FACILITIZS, BUILDINGS, TSCIVICAL
DATA  (F30-209/5; FeC-299/3, /7, /8, /9, /1C

ITZ2M 11 - EC0S0IC STARILIZATION IN JAPAN
No consideration of above iteme,

ITey 12 - QTHER SUSINESS

Soviet inquiry regarding economic deconcentration (circulated as
F0-342/1) (pp. 7-8).

172 13 - PrESS RELIASE

None,

Summary - Minutes, 165th FiJ Mtg.
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FEC-~CONFIDENTIAL

ITEM 1 ~ CORRECTION AND APPROVAL OF THE PROVISIONAL MINUTES OF 64th

MEET

m_c

1. THE COMMISSION unanimously approved the minutes of its 164th meeting
with the following corrections:

Page 8, paragraph 59 - revise the sentence beginning in the
second line as follows:

"During that time the Commission had had under consider-
ation a number of extremely impertant questions including basic
questions of economic policy, particularly the question of the

levels of ecornomic life in Japan and the guestion of labor policy
in Japan."™

In the sentence beginning in the fourteenth line, change the
first word from "If" to “It"M,

ITEM 2 - RESTITUTION OF LOOTED PROPERTY (FEC-011/55, FEC-011/51)

2. GENERAL McCOY (Chairman, US) observed that FEC~011/55 consisted of
a Philippine proposal to amend the date provided in the Commission's policy
decision FEC-011/51 for the distribution of the proceeds from the secured
funds of unidentified looted property from 1 October 1949 to 1 January 1950,
The Philippine delegation had also proposed that, following the decision to
extend the date in question, there be created an ad hoc subcommittee com-
posed of representatives of the seven recipient states for the purpose of
preparing a recommendation to the Commission regarding final dispesition

of the secured fund. He understood that since the introduction of the
Philippine proposal at the last meeting, there had been an informal meeting
of members of delegations of the seven recipient countries. He requested
information about this meeting from one of the delegations which had been
represented, and suggested Mr. Thresher of the United Kingdom delegation.

3 MR. THRESHER said that not only had the question of the date been
discussed, but alsc the gquestion of the procedure for dividing funds.

Under the present policy decision it was provided that they be divided
according te national reparations shares. fiowever, there were, of course,

no such shares and those attending the meeting had discussed the desirability
of amending the policy decision in such a way as to permit representatives

of the seven countries concerned to work out an agreement for the allocation
of shares among themselves. &4 tentative draft had been discussed, but he
understood that further consultation was required before it could be put

forward as a proposal, although it might be that one of the delegations was
prepared at this time to offer a proposal.

L. In reply to a further question from General ¥cCoy as to the extension
of the date of 1 October, MR. THRESHER said that a United States representa-
tive had attended the informal meeting for the purpose of providing infor-
mation. He had informed the meeting that it was unlikely that the Supreme
Commander could complete the process of liquidation in an orderly fashion
pefore 1 April 1950. This date, therefore, had become the basis far discus-
sion and various delegations had felt the need of securing instructions

from their governments on it. MR. THRESHER said that the date was apparently
& reasonable one, since the process of ldentifying loot had not yet been
completed and since obviously the process of liquidation could not be

carried cut until the identification process had been completed. In fact,
some time even beyond that required for the liquidation would be necessary,

and it had therefore been the general feeling that the date of 1 April 1950
seemed reasonable.

D MR. LOPEZ (Phil.) said that since the present expiration date was

1 October and since the Commission's next meeting would be on 29 September 5
only two days before the expiration date, and since, furthermore, he did
not feel certain that a joint propesal would be offered by the informal
group, he desired, in order to facilitate the work of the Commission, for-

mally to propose that the last two sentences of paragraph 8 of FEC-011/51
be amended to read as follows (subsequently circulated as FEC-011/56);

-l - Minutes--165th FEC Mtg,
22 September 1949
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FEC--CONFIDENTIAL

Item 2 {Cont'd)

6. "The secured fund should finally be distributed among
the countries herein specified in accerdance with a schedule
of shares to be agreed upon among themselves, payable in United
States dollars or, at the discretion of the Supreme Commander
for the Allied Powers, in foreign exchange acceptable to the
recipient countries concerned. The secured fund shall be made
available for distribution to the recipient country not later
than 1 April 195C."

7. GENERAL McCOY (Chairman, US) said that he joined in the hope that
the portion of the Philippine amendment relating to the expiration date
could be acted upon favorably at the next meeting of the Commission.

8. DR. LEE (China) said that his delegation welcomed the attempt made by
the Philippine delegation to expedite the attainment of an agreement on the
problem. To dbviate any possible misunderstanding, he thought that it should
be noted that the informal meeting upon which kKr. Thresher had reported did not
constitute a meeting of the ad hoc subcommittee which had been proposed by the
Philippine representative in “FEC-0 11/55. Such a subcommittee, of course, could
only be created with the approval of the Commission.

9. DR. LEE said that two aspects of the subject confronted the Commission.
The first was the problem of the method and procedure by which proceeds of the
secured fund could be equitably and promptly distributed. The second aspect con.
cerned the expiration date of 1 Octecber. On the second question he felt that
general agreement existed as to the desirability of extending the date beyond

1 October not only because the Commission had not yet reached zgreement on
division of the fund, but also because he had been informed that it was unlikely
that SCAP could complete the process of liguidation in an orderly fashion beforsg
1 Apral 1950. It would seem desirable therefore to agree, at the present meetin,
if possible, that the date be moved back pending a thorough discussion of the
method and means of dividing the proceeds of the fund.

10, DR. LEE said that in his opinion, any committee that might be set up

to consider the division of the proceeds of the fund should include participa-
tion by a United States member, and indeed should be presided over by a United
States member. He recalled that it had been extremely useful for a represen-
tative of the United States to attend the Restitution Advisory Committee at
Tokyo. The work of that Committee had been greatly facilitated by the attend-
ance of a representative of the principal occupying power. He hoped that if
his suggestion were generally acceptable, a United States representative

would preside over the next discussion af this subject, whether formal or
informal.

11. GENERAL McCOY (Chairman, US) said that the United States was not
concerned in the division of the proceeds of the fund beyond being helpful
in whatever way it could. He repeated the hope that the Commission would
be in a position to agree at its next meeting to the extensicn of the date
of 1 October; it was likely that the problem of the method of dividing the
proceeds of the fund would require more extended discussion.

12, MR. LOPEZ (Phil.) said that since the informal meeting had not
succeeded in formulating a proposal on division of proceeds, he had thought
it useful to combine a proposal on that point with a proposal on extension
of the date, but he would sgree that if the Commission could not reach an
agreement by the next meeting on the method of distribution it should at
least act on the question of the date.

13, MR. FORD (UK) said that he welcomed the introduction of the motion
by the Philippine representative, He was prepared at this time to express
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support, for the first portion of the motion, dealing with the distribution
of shares of the secured fund. With regard to the extension of the date to

1 April 1950, he thought it likely that he would be able to agree, but that
he would have to seek instructions on the point.

14, MR. DARIDAN (France) said that his position with regard to the exten-
sion of the date was similar to that of Mr. Ford; he would need instructions
and would therefere wish to postpone action until the next meeting.

15. Without objection, further consideration of this subject was postponed.

ITEM 3 - FISHING AND AQUATIC INDUSTRIES IN JAPAN (FEC-271/25)

16. GENERAL McCOY (Chairman, US) said that FEC-271/25, a proposed policy
decision which had been approved and forwarded by the Steering Committee at
its meeting earlier in the week, was, in his opinion, an extremely important
paper and would require considerable discussien. It might be useful, he

thought, to call on the Chairman of the Steering Committee for some back-
ground information on the paper.

i MR. REUCHLIN (Neth.) speaking as Chairman of the Steering Committee,
said that the main difficulties in connection with the paper had centered
on paragraph 2 b. In paragraph 2 a an area was specified in which the
Japanese were to be allowed to fish and in paragraph 2 b the Supreme Com-
mander was authorized to expand that area and to consult and cobtain prior
authorization from any member country whose interests were affected by such
expansion, The paragraph had, in an earlier version, provided that if the
Supreme Commander could not work out an arrangement with an interested
power, the Far Eastern Commission should make a decision in the matter.
That provision had been deleted and the United States had eventually pro-
posed that final decision rest entirely with the Supreme Commander. Objec-
tions had been raised to that point of view, with some delegations feeling
that the affected country should have the final decision. Difficulties

had thus centered on the point ef the locus ef authority for permitting
the expansion of the Japanese fishing area.

18, MR. REUCHLIN pointed out that the United States and Soviet Unimn,
for different reasons, had voted against the proposed policy decision. The
Chinese member of the Steering Committee had also voted against it, but

¥R. REUCHLIN was not clear as to the Chinese reasons for this vote. He

assumed that the Chinese representative on the Commission would wish to
make some comment as to these reasons.

9. In conclusion, MR. REUCHLIN said that the urgency of a pelicy
decision en the present subject had been stressed for some time. He felt

that all delegations were agreed that a decisisan should be reached as
soon as possible.

20 . ¥R. VAIDYANATHAN (India) said that he too remained uncertain as to
the reasons for which the Chinese member of the Steering Comnittee had
voted against the present proposal, DR, LEE (China) said that while he

was not at present prepared to offer a detailed statement on the Chinese
position, he would perhaps do so at an early meeting. For the present he
would simply draw attention to the chief reasons for the Chinese vote
against the propesal In the first place, the Chinese vote had been cast not
merely on the basis of what was contained in paragraph 2 b but z2lso because
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of the formulstion of paragraph 2 a. It would be recalled that for a sub-
stantial period of time there had been before the Steering Committee a text

of paragraoh 2 a upon which all delegations, including the United States dele-
gation, were agreed. That text provided a western boundary of the Japanese
fishing area which was not as close to the eastern coast of China as the one
now provided in the paragraph. Only after the lapse of some time had the
United States delegation said that because of an oversight, it had failed to
note the exact location of the proposed western boundary and had proposed
that it be shifted nearer to the eastern ccast of China solely at the expense
of Chinese maritime interests. The Chinese delegation had been unable to

accept tnds change in the western boundary and to understand why the United
States had insisted on this alteration.

2l. With regard tec the text of paragraph 2 b, DR. LEE recalled that
several Chinese amendments had been proposed but had been rejected. Never-

theless, it was not this fact alone which had made the Chinese delegation
unable to approve the text; it was rather the interpretation of paragraph

2 b by the United States Government as shown in its statement of under-
standing which had been offered in the Steering Committee (pp. 1-2, Minutes,
142nd Meeting) and which was contained in 5C-271/16. To accept that under-
standing would mean that final decision on the extension of fishing arezs
would rest with the Supreme Commander whereas it was the Chinese opinion that
final decision should rest with the Commission or prior authorization of

the member country of the Far Eastern Commission which has 2 direet concern
in the areca in which an expansion would be made,

22. MR, BAZYKIN (USSR) presented the following statement:

23. "During the consideration of the proposed pelicy decision
on Japanese fishing in Committee No. 2 and in the Steering Commit-
tee, the question of the principle of further extension of the
Japanese fishing area has been subjected to a lengthy discussion.

25, "There is no doubt that all countries represented on the
Far Eastern Commission are interested in this guestion which is of an
extremely important pclitical nature since it involves security
problems. Throughout the whole period of discussions, the Soviet
delegation proceed from the position that the guestion of further
extension of the Japanese fishing area, as a question of policy,
sheuld be declded by the Far Eastern Commission. It should be
noted that the majority of the delegations favored this principle,
but 1t was not adopted because of the opposition against this
principle on the part of the United States delegation which seeks
tc ensure that the question of further extension of the Japanese
fishing area be fully left at the discretion of the Supreme Com-
mander.

23 "The Soviet delegation has repeatedly stated that it cannot
agree with handing this important question of policy over to the
discretion of the Supreme Commander and that it would not be able
to support the paper under consideration as a whole if the general
principle of extending the Japanese fishing area by the decision
of the Far Eastern Commission is not restored in the paper. The
Soviet delegation states that its position on this guestion remains
unchanged.

25, Proceeding from the above, the Soviet delegation submits

for the consideration of the Commission an amendment to paragraph
2 b of FEC-271/25 and propose that this paragraph be worded as follows:
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27« 'No extension of Japanese fishing or other com-
merclal aquatic activities beyond the foregoing area

should be permitted without prior authorization by the
Far Eastern Commission!."

28. (The amendment proposed in the last paragraph of the foregoing
statement was subsequently circulated as FEC-271/26).

29. MR. BAZYKIN (USSR) said that he wished to draw the attention of the
Commission to a press report which had appeared in the New York Times of
22 September 1949. According to this accouat, the Supreme Commander had
granted fishing privileges to the Japanese in a greatly expanded area of
the Pacific Ocean. The Commission had not been informed of any such action

and he desired to inguire of the United States representative whether or
not the report was true.

30, GENERAL McCOY (Chairman, US) said that he had heard nothing of the
report. He would undertake to ascertain what basis the report had.

31. MR. McNICOL (Aus.) said that paragraph 5 of FEC-271/25 which provided
"Nothing in this paper shall be interpreted to apply to Japanese whaling
activities, which are regarded as a separate matter" was susceptible of the
interpretation that the Japanese need not apply conservation measures to

the whaling industry. Discussion had shown that members of the Commission
would not so interpret the paragraph, but it would be understandable if the
general public should draw such a conclusion from a reading of the paper.

It seemed quite unnecessary to the Australian delegation that any specific
reference to whaling be included in the paper. If it were the desire of

the Commission that it be made clear that the proposal did not refer to
whaling activities, it would be better, in the Australian opinion to include
a statement of understanding to that effect in the record at the time of
adoption of the policy decision. Such a statement of understanding could
provide as follows: "This policy is without prejudice to a position of the
several member countries of the Far Eastern Commission regarding Japanese
whaling, which is deemed to be a separate question". Therefeore, MR. McNICOL

concluded, with the inclusion of paragraph 5 the proposal was not acceptable
to his Government.

32. MR. LOPEZ (Phil.) said that his delegation had abstained from voting
on the proposal in the Steering Committee because of paragraph 2 b. There
seemed to his delegation to be a contradiction between the text of the
paragraph and the interpretative statement made by the United States. The
Philippine views on the proposed policy decision had been explained at the
Steering Committee and it was hardly necessary to point out that they were
the natural outcome of Philippine experience with Japanese fishing activities
before the war and even as recently as the last few months. For example,

in May 1949, thirteen Japanese fishermen using a motor launch of foreign
registry had been caught in the vicinity of Itbayat and Mayadis of the
Batanes Group in the northernmost part of the Philippine Archipelagoc.

Therefore, the Philippine concern did not arise from speculative fears but
from actual previous experience.

33. MR. LOPEZ said that his delegation could have accepted paragraph

< b of the proposal had it been given what he considered the logical and
natural interpretation. As it stood in the paper, his delegation had been
inclined to regard it as affording every necessary safeguard for the security
of the countries that might be affected, The safeguard would appear to
exlist in the clause, "The Supreme Commander for the Allied Powers may, sub-
Ject to security considerations..." since the use of the word "may" would
appear to make the Supreme Commander's power permissive and since the
security considerations in question would be those of the member countries
of the Far Bastern Commission and could not possibly be taken tc refer to
Japan. A further safeguard would seem to be provided in the last clause,
"prior authorization shall be obtained by SCAP from such countries". Here
the use of the word "shall" would certainly mean that the obtaining of
authorization was mandatory on the Supreme Commander and that it would have
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to take place prior to the extension in which an interested country was con-
cerned, Nevertheless, in spite of the apparent clarity of the paragraph,

the United States statement made it evident that it was liable to misinterp-
retation.

34 . ¥R. LOPEZ cited the penultimate sentence of the second paragraph of
the United States statement which read, "In such an improbazble, but yet
possible, situation". This meant that if the Supreme Commander and the
interested country could not agree then he would take acticn and that this
action would be subject only to possible later review by the Far Eastern
Commission., In the opinion of the Philippine delegation this cast an
entirely different complexion on paragraph 2 b since, as he had explained
the paragraph standing alone would seem to provide, under any normal
interpretation, the guarantees that many of the member countries had desired.
Since the possibility had arisen that the paragraph would be understood
differently than the Philippine delegation understood it, he would be
obliged to refrain from giving any support to that paragraph.

35. DR. LEE (China) said that because of the complex nature of the pro-
posed policy decision, it would perhaps be desirable to defer final action
on it in erder to afford time for further study. He would be grateful to
the United States representative if, in the meantime, he could explain the
reasons for the United States vote against the paper at the Steering Com-
mittee. It seemed to him that the United States delegation had succeeded
in incorpeorating its position in the paper and yet had voted against it,

36. MR. BAZYKIN (USSR) recalled that at the last meeting of the Steering
Committee (p. 2, Minutes, 153rd SC Mtg.) the Soviet member had inquired of
the United States member concerning the text of a conservation program
developed by the Supreme Commander and referred to in FEC-271/18, a State
Department Press Release. Since the subject was now before the Commission,
he wished at this time to remind the United States delegation of the out-
standing inquiry.

37 . GENERAL McCOY (Chairman, US) replied that the query had been
referred to his Government and that information responsive to it would be
submitted in the near future,.

38. Without objection, further consideration of this subjéct'was postponed.

ITEM 4 - a LEVEL OF ECONOMIC LIFE IN JAPAN: POLICY TOWARDS JAPANESE INDUSTRY
FEC-242/32; FEC-242/35, FEC-242/37, FEC-242/38

- b LEVEL OF ECONOMIC LIFE IN JAPAN:
SHIPPING {FEC-297/10

POLICY TOWARDS SHIPBUILDING AND

39. GENERAL McCOY (Chairman, US) recalled that at the last meeting of the
Commission the Soviet representative had presented FEC-242/38, noting that

the provisions #f FEC-084/21 on maximum preductive capacity in war-supporting
industries would expire on 1 October 1949 and that the Commission should,
therefore, either adopt a2 new policy decision, or if this could not be done

by 1 October, should extend the applicability of paragraph 9 b of FEC-084/21.
He had been instructed to offer the following statement as a reply to the
Soviet statement (United States statement subsequently circulated as FEC-242/39):

LD, "At the last meeting of the Commission my Soviet colleague
read a statement urging that, in view of the approach of the

October 1, 1949, terminal date for the appiicability of paragraph

9 b of FEC-O8L/21, Reduction of Japanese lIndustrial War Potential,

the Far Eastern Commission should take policy action prescribing

new maximum permissible levels of capacity in the industries named

in that paragraph or, failing such action before October 1, sheuld
extend the period during which paragraph 9 b should continue to apply.

L1, "I am authorized to state that in the view of my Government
the Far Eastern Commission should not take any policy action which
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would have the effect of imposing limitations upon Japanese peaceful
industrial capacity, nor should it extend the date in question. In
my statement of May 12 on the general subject of Japanese industrial
reparations I gave notice that my Government continued to respect
the legally binding effect of Far Eastern Commission policy with
respect to reduction of Japanese industrial war potential, including
the provision contained in paragraph 9 b. The effect of paragraph

9 b, however, will lapse on October 1. There is no need, in our
view, to renew or extend it. On May 12 I further announced that,

in accordance with Far Eastern Commission policy direction, all
specialized war-making industrial facilities in Japan had been des-
troyed by SCAP. So-called ‘primary war facilities' have been |
impounded and, wherever feasible, converted to peaceful production,
'"War-supporting industries' are, up to the practical limits of raw
materials, credit and other availabilities and effective domestic
and foreign demand, entirely devoted to peaceful productive activity.

L2, "For the above reasons my Government perceives no advantage
to the policy actions proposed by my Soviet colleague and, on the
contrary, considers them inimical to the objective of Japanese
peaceful economic revival."

L3. MR. BAZYKIN (USSR) formally offered the following motion (subse-
quently circulated as FEC-084/23):

L . "The Far Eastern Commission decides as a matter of policy
that the provisions of paragraph 9 b of the Far Eastern Commission
policy decision 'Reduction of Japanese Industrial War Potential’
(FEC-08L4/21) regarding productive capacity maxima in war-suppérting
industries are hereby extended until the adoption by the Far kastern
Commission of a decision on the level of economic life in Japan.”

LS, ¥R. VAIDYANATHAN (India) asked that action on the Soviet motion be
postponed until the next meeting. That meeting, he pointed out, would
still be in September, and he desired to seek instructions on the matter.

L6 . Without objection, further consideration of this subject was post-
poned, with the understanding that the Soviet motion would be put to a vote
at the next meeting of the Commission.

ITEMS 5 - 11 Inclusive - No consideration,

ITEM 12~ OTHER BUSINESS

a. Soviet Ihguiry concerning the Elimination of Excessive Concen-

tration of Economic¢ Power in Japan

L7 . MR. BAZYKIN (USSR) presented the following inquiry (subsequently
circulated as FEC-342/1):

: L. "On August 3rd, 1949, SCAP Headquarters issued a statement
‘ to the effect that the dissolution of large industrial corpcrations

and the elimination of excessive concentration of economic power in
Japan had, allegedly, now been completed.

49. "In this connection the Soviet delegation considers it
necessary that the Supreme Commander provide the Far Eastern Com-
mission with information regarding the results of the implementation
of the program for the disselution of large industrial corporations
and the elimination of excessive concentration of economic power in
Japan.

- P

50, "It is desirable that the following guestions be clarlfled in
tne information:

1., #hat large industrial and banking corporations (Zaibatsu)
have been.dissolved?

- oyl Ny WAy R
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2. The aggregate capital of the dissolved companies placed
at tne disposal of the holding company liquidation commission? -

._{ , 3. The amount of shares already distributed and the principle .;.-3:
’ upon which this distribution was based?

L. The amount and value of shares of the dissclved companies,
acquired by foreigners and foreign companies; and specifically by
which foreign companies? |

5. Which foreign firms have already drawn up business con-
tracts with Japanese companies? |

6. How many large industrial and banking companies, included
in the category of 'restricted' companies, were subjected to decon-
centration in each branch of industry and the names of these companies?

7. .I‘.h.g_.rs.s.t&t_gg the purge in economic and financial organi- -
zations provided for in Part IV, paragraph 2 a, of the policy !
decision of the Far Eastern Commission Fi€-014/9 'Basic Post-Surrender

Policy for Japan'?

3 "Besides that, the Soviet delegation deems it desirable that
the members of the Far Eastern Commission be provided with the full
text of the report of the Deconcentration Review Board submitted to
the Supreme Commander according to the 'New York Times' report of 3

August 4, 1949.%

. B GENERAL McCQY (Chairman, US) said that he would undertake to secure
J information responsive to the Soviet queries.

53. There was no other business.

54, The meeting adjourned a2t 11:55 A.M.
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FAR EASTERN COMMISSION

_CORRIGENDUM
T0

MINUTES OF FIFTY-FIRST MEETING

Note by the Secretarz General

1. The Commission, at its fifty-second meeting, 3 April
1947, apprroved the minutes of its fifty-first meeting with the

fclliowing ck . _, roguested by the Indian Representative:

-
,

entence beginning in the tenth line of the seconad

paragraph on page 2 to read: "But it is a question of =

~
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ple--1 am going to the fundamentals--claiming a teaching to
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D
P
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pe

1g10ous.
2. A1l representatives are requested to note the above

chonge in their copies of the minutes of the fifty-first

meeting of the Commission.

NELSCN T. JOHNSON
ocecretary General

Corrigendum toc Minutes
5lst FEC Meeting
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VERBATI!M TRANSCRIFT OF REMARKS
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