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PREFA CE

T h i s  t h e s i s  i s  a n  a t t e m p t  t o  a n a l y z e  t h e  e v e n t s  o f  

t h e  S e c o n d  C h i n e s e '  B a n k i n g  - C o n s o r t i u m ,  s i g n e d  i n  1 9 2 0 ,  a n d  

t h e  r e l a t i o n s h i p  ' o f  t h i s  e v e n t  t o  A m e r i c a ' s  C h i n a  p o l i c y ,  

g e n e r a l l y  r e f e r r e d  t o  a s  t h e  Open Door  P o l i c y .  The  C o n s o r t i u m  

d e m o n s t r a t e s  how t h e  Open Do o r  P o l i c y  d e v e l o p e d  a s  a  p a r t  o f  

A m e r i c a n  f o r e i g n  p o l i c y ,  a n d  how t h e  S t a t e  D e p a r t m e n t  h o p e d  

t o  u s e  A m e r i c a n  c a p i t a l  a s  t h e  r i g h t  a r m  or. a t o o l  o f  

A m e r i c a n  . d i p l o m a c y  i n  C h i n a .

The  Open Doo r  P o l i c y  a s  c o n c e i v e d  by S e c r e t a r y -  o f  

S t a t e  J o h n  Hay was a n  a t t e m p t  t o  p r e s e r v e  e q u a l  e c o n o m i c  

o p p o r t u n i t i e s  f o r  A m e r i c a n s  i n  C h i n a .  As t i m e  p r o g r e s s e d  

i t  be ca me  e v i d e n t  C h i n a ' s  t e r r i t o r i a l  a n d  a d m i n i s t r a t i v e  

i n t e g r i t y  n e e d e d  t o  be  i n s u r e d  i n  o r d e r  t o  p r o v i d e  a f a v o r 

a b l e  c l i m a t e . f o r  f o r e i g n  c o m m e r c i a l  a n d  i n v e s t m e n t  p r i v i l e g e s  

i n  C h i n a .  By 191B t h e  S t a t e  D e p a r t m e n t  b e l i e v e d  i t  w o u l d  

be n e c e s s a r y  t o  c u r b  J a p a n e s e  i n v e s t m e n t s  a n d  i n f l u e n c e  

b e i n g  e x p o r t e d  t o  C h i n a  t h r o u g h o u t  W o r l d  War I  a n d  t h e  

f o l l o w i n g  y e a r s .  I f  A m e r i c a n  m o n i e s  c o u l d  be j o i n e d  w i t h  

F r e n c h ,  B r i t i s h ,  a n d  J a p a n e s e  d o l l a r s ,  a l l  f o u r  n a t i o n s  

c o u l d ■e x p e c t  t o  s h a r e  i n  i n v e s t m e n t  a n d  c o m m e r c i a l  p r i v i l e g e s  - 

i n  a v a s t  u n d e r d e v e l o p e d  n a t i o n .

Once t h e  Am er i ca n -  b a n k e r s  h a d  S t a t e  D e p a r t m e n t  

a s s u r a n c e s  t h a t  t h e  A m e r i c a n  G o v e r n m e n t  w o u l d  l e n d  p u b l i c  

s u p p o r t  a n d  p r o v i d e  d i p l o m a t i c  b a c k i n g  f o r  t h e i r  l o a n s ,  t h e  

b a n k e r s  became  w i l l i n g  a l l i e s  o f  t h e  S t a t e  D e p a r t m e n t ' s
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f i n a n c e  d i p l o m a c y .  B u t  a l l  A m e r i c a n  G o v e r n m e n t a l  g u a r a n t e e s  

c o u l d  n o t  b r i n g  p o l i t i c a l  s t a b i l i t y  t o  t h e  d i s o r g a n i z e d  

C h i n e s e  G o v e r n m e n t , and .  w i t h o u t  a c o n s o l i d a t e d  a n d  s t a b l e  

g o v e r n m e n t  i n  China, ,  no  i n v e s t m e n t  c o u l d  be a s s u r e d  s u c c e s s .  

C o n s e q u e n t l y ,  t h e  A m e r i c a n  b a n k e r s  r e f u s e d  t o  l e n d  money 

w i t h o u t  s t r i n g e n t  l e n d i n g  r u l e s ,  a n d  t h e  C h i n e s e  r e f u s e d  

t o  b o r r o w  money w i t h i n  t h e  t e r m s  s e t  down by t h e  l e n d e r s .

I t  i s  t h e  a u t h o r ' s  i n t e n t i o n  t o  u s e  t h e  C o n s o r t i u m  

t o  i l l u s t r a t e  how S e c r e t a r y  o f . S t a t e  J o h n  H a y ' s  Open Doo r  

P r o c l a m a t i o n  e x p a n d e d '  i n  c o n c e p t  f r o m  i t s  o r i g i n a l  i n t e n -  

t i o n  t o  a c q u i r e  e q u a l  e c o n o m i c  o p p o r t u n i t y  t o  i t s  s e c o n d  

s t a g e  o f  a r e s p e c t  f o r .  t h e  t e r r i t o r i a l  i n t e g r i t y  o f  C h i n a  

t o  t h e  e x p a n d e d  c o n c e p t  a s  a n  a t t a c k  u p o n  s p h e r e s  o f  i n 

f l u e n c e ,  e s p e c i a l l y  J a p a n ' s  s p h e r e s .  The  S t a t e  D e p a r t m e n t  

d i d  n o t  a c h i e v e  i t s  I n t e n d e d  g o a l ,  b u t  a s t u d y  o P  t h e  

C o n s o r t i u m ' s  c o r r e s p o n d e n c e  l e a v e s  n o  d o u b t  t h a t ,  t h e

D e p a r t m e n t  i n t e n d e d  t o  l i m i t  i f  n o t  t o  e l i m i n a t e . s p h e r e s  t ■

i n  C h i n a ,  e x e m p l i f i e d  by J a p a n ' s  c l a i m s  i n  M a n c h u r i a ,  a n d  

i n  d o i n g  s o  a l l o w  A m e r i c a n  c a p i t a l  e q u a l  i n v e s t m e n t  o p p o r 

t u n i t y  i n  C u i n a .

T h e  a u t h o r  i s  i n d e b t e d  t o  s e v e r a l  p e r s o n s  a n d  i n 

s t i t u t i o n s  f o r  p r o v i d i n g  t h e  h e l p  n e c e s s a r y  f o r  t h e  c o m p l e 

t i o n  o f  t h i s  p r o j e c t .  I  w o u l d  t h e r e f o r e  l i k e  t o  t h a n k  t h e  

f o l l o w i n g  p e o p l e  a n d  i n s t i t u t i o n s .  My i n t e r e s t  i n  t h i s  a r e a  

o f  h i s t o r y  was  s t i m u l a t e d  by my a d v i s o r ,  A s s o c i a t e .  P r o f e s s o r  

J a c q u e l i n e  D. S t .  J o h n ,  t o  whom I ;  am I n d e b t e d  f o r  t h e  a d v i c e  

and. c o u n s e l  t h a t  s h e  was  a l w a y s  w i l l i n g  t o  g i v e  t o  me. A 

s p e c i a l  t h a n k  y o u  m us t  a l s o  g o  t o  P r o f e s s o r  H a r l  A., D a l s t r o m
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o f  the  H is to ry  Department and P ro fesso r  J u s t in  D. S to le n ,  

o f  the  C ollege  o f  B us iness  A dm in is tra t ion  for  read ing  my 

t h e s i s  and o f f e r i n g  s u g g e s t io n s  and comments th a t  provided  • 

in v a lu a b le  a s s i s t a n c e  i n . t h e  f i n a l  d ra f t  o f  t h i s .w o r k .

S ev e r a l  i n s t i t u t i o n s  a l s o  gave va luab le  a s s i s t a n c e  

in  the  com plet ion  o f  t h i s  p r o j e c t .  The Hoover I n s t i t u t e  

on War and Peace in  S tan ford ,  C a l i f o r n ia ,  a l lowed a c c e s s  t o  

a l l  the  documents they  had a v a i l a b l e ,  which included  some 

of the  p erso n a l  correspondence o f  Freder ick  S tevens  used 

i n  the  f i n a l  ch ap ter .  The Morgan Guaranty Trust Company 

o f  New York provided c o p ie s  o f  Thomas Lamont’ s p u b l ic  

speeches  and a d d r e s s e s .  The i n t e r - l i b r a r y  loan d i v i s i o n  

o f  the  U n i v e r s i ty  o f  Nebraska at Omaha lo c a te d  and acquired  

s e v e r a l  volumes needed for  r e s e a r c h .  A s p e c i a l  thank you  

must go t o  the  U n iv e r s i ty  of  Colorado which, through i n t e r -  

l ib r a r y  loan ,  perm itted  th e  extended use of t h e i r  m icrofi lm  

r o l l s  o f  Records o f  the  Department o f  S ta te  R e la t in g  to  

I n te r n a l  A f f a i r s  o f  China from 1910-1929^ s p e c i f i c a l l y  the  

r o l l s  d e a l in g  with  f i n a n c i a l  c o n d i t io n s  i n ■China. The 

B r i t i s h  Foreign  o f f i c e  perm itted  the  reprodu ct ion  o f  many 

of  t h e i r  documents r e l a t i n g  t o  the  Second Consortium. I  

am indebted  t o  Miss Mildred W retts-Smith  for  p rov id in g  the  

r e s e a r c h  e x p e r t i s e  n ecessary  to  lo c a te  the  m a ter ia ls  in  the  

Foreign  O f f ic e  A rch ives ,  copying them, and forwarding them 

t o  me for  exam ination.

I  would l i k e  t o  express  a p erso n a l  thank you t o  my 

Mother, Frances S e lenk e ,  who in  l i f e  gave me the  in v a lu a b le  

examples o f  perseveren ce  and hard work, and in  death
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c o n t i n u e s  t o  r e m i n d  me how n e c e s s a r y  t h e s e  t w o  a t t r i b u t e s  

a r e  t o  a n y  e n d e a v o r .  M y - F a t h e r ,  Andr ew S e l e n k e ,  w h o se  

s t r o n g  w i l l  a n d  c o n t i n u o u s  d r i v e  t o  i m p r o v e  w h a t e v e r  h e  

came i n  c o n t a c t  w i t h ,  t a u g h t  me t h a t  w i t h o u t  a s t r o n g  w i l l  

a n a  p e r s o n a l  d r i v e  n o t h i n g . e x t r a  o r  s p e c i a l  c a n  e v e r  be 

a c c o m p l i s h e d .  C o n t i n u e d  r e m i n d e r s  f r o m  my f a m i l y  n e v e r  

l e t .  me f o r g e t ,  o v e r  a p e r i o d  of .  s i r  y e a r s ,  t h a t  I  h a d  not.  

c o m p l e t e d  a j o b  I  i n i t i a t e d  f o r  s e l f - i m p r o v e m e n t .  Of 

c o u r s e ,  w i t h o u t  my h u s b a n d  T e r r y ’ s p e r s o n a l  e n c o u r a g e m e n t  

a n d  f i n a n c i a l  a s s i s t a n c e  t h e r e  n e v e r  w o u l d  h a v e  b e e n  a n y '  

t h e s i s  o r  d e g r e e .  Our  c h i l d r e n ,  Thomas  a n d  M a r g a r e t ,  s p e n t  

many h o u r s  w i t h  D a d d y ,  G r a n d m o t h e r . P e s e k ,  a n d  a b a b y s i t t e r  

i n  - o r d e r  t h a t  I  m i g h t  a c c o m p l i s h  t h i s  g o a l .



INTRODUCTION

Probably no term in  American H is tory  i s  more a n a lo 

gous w ith  China than "open door ."  From i t s  in c e p t io n  w h i le  

an emperor s t i l l  r e ign ed  in  1899 u n t i l  the  Communist d e fe a t  

o f  Chiang Kai-shek., th e  term was used by a l l  c l a s s e s  of  

American s o c i e t y .  Just what the  term meant t o  each user  

cannot be known. What i s  c e r t a i n  i s  th a t  John Hay’s o r i g i 

n a l  concept was no longer p resen t  a f t e r  th e  p r o g r e s s iv e  modi 

f i c a t i o n s  o f  Theodore R o o sev e l t  and h i s  S e cr e ta r y  o f  S t a t e ,  

E lih u  Root.  The p o l i c y  i t s e l f  underwent even more r a d i c a l -  

m o d i f i c a t io n s  during Will iam Howard T a f t ' s  a d m in is t r a t io n  

due t o  the  p o l i c i e s  o f  h i s  S ecr e ta ry  o f  S t a t e ,  Philander  

Knox. The c h i e f  a r c h i t e c t s  o f  r a d i c a l  change during T a f t ' s  

a d m in is t r a t io n  were W illard  S tr a ig h t  and F rancis  Huntington  

W ilson, who w i l l  be d i s c u s s e d  l a t e r . 1

H a y ' s  o r i g i n a l  o p e n  d o o r  o b j e c t i v e s  w e r e  l i m i t e d .

He h a d  no  I l l u s i o n s  a b o u t  t h e  U n i t e d  S t a t e s '  i n a b i l i t y  t o  

e r e c t  new s p h e r e s  o f  i n f l u e n c e  o r  t h e  p o s s i b i l i t y  o f  r e m o v -
p

i n g  t h e  e x i s t i n g  s p h e r e s  o f  I n f l u e n c e .  When Hay a n n o u n c e d

• -̂Raymond Esthus ,  "The Changing Concept of  th e  Open 
Door P o l i c y ,  1099-1910 ,"  M i s s i s s i p p i  V a l ley  H i s t o r i c a l  
Review, XLVI, (December 1959) .  P* 435. ■

2
A r e a s  I n  C h i n a  w h e r e  a c o u n t r y  c l a i m e d  t o  h a v e  s u p e  

r i o r  i n v e s t m e n t  r i g h t s  a n d  p r e s u m a b l y  c o n c o m i t t a n t  p o l i t i c a l  
i n f l u e n c e .



h i s  o p e n  d o o r  p o l i c y  h e  b e l i e v e d  t h a t  e q u a l i t y  o f  c a p i t a l i s 

t i c  i n v e s t m e n t  was  g o n e  a n d  c o u l d  n o t  be r e t r i e v e d ;  h e  d i d  

h o p e  t o  p r e s e r v e  t h e . r i g h t  o f  A m e r i c a n s  t o  t r a d e  f r e e l y  i n  

c o m m e r c i a l  goods . ,  t h a t  i s ;  t o  s e l l  A m e r i c a n  m a n u f a c t u r e d  

s u r p l u s  i n  C h i n a . ^

T h e  o p e n  d o o r  p o l i c y  a s  a p p l i e d  by  Hay was  b a s e d  

u p o n  a  r e a l i s t i c  a p p r e c i a t i o n  o f  t h e  l i m i t a t i o n s  o f  A m e r i c a n  

p o l i c y .  Pie d i d  n o t  u n d e r t a k e  t o  a t t a c k  t h e  s p h e r e s  o f  i n 

f l u e n c e  t h a t  e x i s t e d ,  b e c a u s e  h e  knew s p h e r e s  c o u l d  n e v e r  

be r e m o v e d  by p r o t e s t s  a n d  c a v e a t s , M i l i t a r y  f o r c e  p r o v i d e d  

a n  . u n t h i n k a b l e  a l t e r n a t i v e ,  s o  H a y _a t t e m p t e d  t o  s a v e  c om m e r 

c i a l  e q u a l i t y  w i t h i n  t h e  f r a m e w o r k  o f  s p e c i a l  r i g h t s  a n d  

i n t e r e s t s .  On A p r i l  2 5 , 1903.J Hay w r o t e  P r e s i d e n t  R o o s e v e l t ,  

" A m e r i c a n s  w i l l  n o t .  f i g h t  f o r  M a n c h u r i a ' s  commer ce  o r  C h i n a ' s  

i n t e g r i t y .

J o h n  H a y ' s  s u p p o r t  o f  C h i n a ' s t e r r i t o r i a l  a n d  a d m i n 

i s t r a t i v e  i n t e g r i t y  was a n  e x c e e d i n g l y  q u a l i f i e d  o n e .  Hay 

o p p o s e d  t h e  c o m p l e t e  p a r t i t i o n i n g  o f  C h i n a .  E v e n  t h o u g h  

s p h e r e s  w e r e  u n d o u b t e d l y  a n  i n f r i n g e m e n t  o f  C h i n a ' s  i n t e g r i t y ,  

h e  n e v e r  a t t a c k e d  e x i s t i n g  s p h e r e s .  A t t a c k i n g  t h e s e  s p h e r e s  

Hay c o n s i d e r e d  i n t e r  v e n t  i o n  i n  t h e  a f f a i r s  o f  a n o t h e r  c o n t . i -  

m e r i t , F u r t h e r m o r e , . R u s s i a ' s  i n v a s i o n  a n d  s u b s e q u e n t  c o n t r o l
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o f  M a n c h u r i a  f o r c e d  t h e  S e c r e t a r y  o f  S t a t e  t o  t a c i t l y  a c 

k n o w l e d g e  t h a t  M a n c h u r i a  was  a p r o v i n c e  o f  R u s s i a '  a n d  no 

l o n g e r  r e m a i n e d  a n  i n t e g r a l  p a r t  o f  t h e  C h i n e s e  E m p i r e .  H i s  

a c c e p t a n c e  o f  R u s s i a n  c o n t r o l  o f  M a n c h u r i a  s u p p o r t s  t h e  p o s i 

t i o n  t h a t  t o  a l . l  i n t e n t s  a n d  p u r p o s e s  Hay a b a n d o n e d  t h e
■ 4

d o c t r i n e  o f  t h e  t e r r i t o r i a l  i n t e g r i t y ,  o f  C h i n a

I n  r e v i e w i n g  J o h n  H a y ’ s o r i g i n a l  i n t e n t  a n d  a p p l i 

c a t i o n  o f  t h e  o p e n  d o o r  p o l i c y  one  t h i n g  i s  c l e a r ;  h e  h a d  

n o t  s e c u r e d  a n y t h i n g :  a p p r o a c h i n g  a n  i n t e r n a t i o n a l  g u a r a n t e e  

o f  an.  o p e n  d o o r  f o r  U n i t e d  S t a t e s ’ c o m m e r c i a l  t r a d e  i n  C h i n a  

o r  a g u a r a n t e e  o f  t h e  t e r r i t o r i a l  arid a d m i n i s t r a t i v e  e n t i t y  

o f  C h i n a . S e c r e t a r y  o f  S t a t e .  Hay h a d  i n i t i a t e d  a n d  p o p u l a r 

i z e d  a p o l i c y  f o r  A m e r i c a n  p a r t i c i p a t i o n  i n  t h e  a f f a i r s  o f  
7t h e  F a r  E a s t .  T h i s . p o l i c y  was  u n i q u e l y  A m e r i c a n  a n d  a 

p r o d u c t  o f  A m e r i c a n  t h o u g h t ,

. "How, . t h e n ,  d i d  t h e  o p e n  d o o r  become  t h e  e s t a b l i s h e d  

' A m e r i c a n  p o l i c y  i n  t h e  F a r  E a s t  f o r  a l m o s t  h a l f  a c e n t u r y ?

T h i s  c a n  only ,  be e x p l a i n e d . . by e x a m i n i n g  t h e  p o l i c y  a f t e r  i t s  

c r e a t i o n  a n d  a p p l i c a t i o n .  When Hay d i e d  i n  1905. ,  E l i h u  R o o t  

b e c a m e  S e c r e t a r y  o f  S t a t e .  D u r i n g  R o o t ' s  f o u r  y e a r  t e n u r e  

t h e  o p e n  d o o r  p r o c l a m a t i o n  U n d e r w e n t  a c h a n g e  i n  I n t e r p r e t a 

t i o n .  R o o t  a c c e p t e d  t h e  b a s i c  a s s u m p t i o n  t h a t '  s p h e r e s  o f  

i n f l u e n c e  w e r e  e s t a b l i s h e d  f a c t s  and.  t h a t  p r o b a b l y  more  h a r m  

t h a n  g o o d  w o u l d  r e s u l t  f r o m  d i r e c t  a t t a c k  u p o n  t h e i r  e x i s t e n c e .

. W h i t n e y  G r 1 s w o I d , The  F a r  E a s t e r n  P o l i c y  o f  t h e  
U n i t e d  S t a t e s .  .(New Y o r k :  H a r c o u r t  B r a c e  a n d  C o . ,  1 9 3 3 )>
p T W - “ -
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He was  l e s s  w i l l i n g  t h a n  I iay ,  h o w e v e r  * t o  a b a n d o n  o r  w a t e r  

down t n e  c o n c e p t  o f  C h i n a ’ s p o l i t i c a l  i n t e g r i t y . .  H i s  p o l i c y  

a t t e m p t e d  t o  s t o p  f u r t h e r  i n f r i n g e m e n t  o f  C h i n a ' s  i n t e g r i t y . - ®

A f t e r  P h i l a n d e r  Knox t o o k  c o n t r o l  o f  t h e  S t a t e  D e p a r t 

men t  i n  1 9 0$ f  U n i t e d .  S t a t e s ’ r e l a t i o n s  w i t h  C h i n a  c h a n g e d  

s i g n i f i c a n t l y .  F r a n c i s  H u n t i n g t o n  W i l s o n  t o o k  t h e  p o s i t i o n  

o f  F i r s t  A s s i s t a n t  S e c r e t a r y  o f  . S t a t e .  He a l s o  h e l d  t h e  

p o s t  o f  K n o x ' s  c h i e f  a d v i s e r  on  F a r  E a s t e r n ' A f f a i r s . Yo un g  

aJnd a g g r e s s i v e ,  W i l l a r d  S t r a i g h t ,  w i t h  d e f i n i t e  c o n v i c t i o n s '  

c o n c e r n i n g  A m e r i c a n  i n v e s t m e n t  i n  C h i n a ,  was  a p p o i n t e d  t o  

s e r v e  a s  a g e n t  o f  t h e  n e w l y  f o r m e d  A m e r i c a n  b a n k i n g  g r o u p  

w i t h  i n t e r e s t s  i n  C h i n a  .-9'- W i t h  Knox . and  H u n t i n g t o n  W i l s o n  

i n  c h a r g e  o f  F a r  E a s t e r n  a f f a i r s  t h e y  d i c t a t e d  a  p o l i c y  t h a t  

demanded,  e q u a l  i n v e s t m e n t  a s  w e l l  a s  c o m m e r c i a l  o p p o r t u n i t i e s  

i n  C h i n a .  Knox,  H u n t i n g t o n  W i l s o n ,  a n d  S t r a i g h t  w a n t e d  t o  

e n d  s p h e r e s  o f  i n f l u e n c e  a n d  g i v e  v i g o r o u s  s u p p o r t  o f  C h i n a ' s  

i n t e g r i t y .  T h i s  n e w l y  e s p o u s e d ,  p o l i c y  was  c a l l e d  " d o l l a r  

d i p l o m a c y , "  Th e  p o l i c y  o f  H ay ,  a n d  e v e n  R o o t ,  was  no  l o n g e r  

d i s c e r n i b l e . ^  Open d o o r  h i s t o r i a n ,  R a y m o n d - E s t h u s , s u g g e s t s  

t h a t  i f  t h e  new i n t e r p r e t a t i o n  o f  t h e  o p e n  d o o r  i s  c o n f u s i n g  

t o  h i s t o r i a n s ,  i t  was  e v e n  more  c o n f u s i n g  t o  t h e  J a p a n e s e  who

were c r i t i c i z e d  for  n o t  adhering  t o  America’ s changing i n t e r -

11p r e t a t i o n  o f  t h e  o p e n  d o o r .

®Esthus, "Open D o o r , "  p .  4 5 3 .
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I t  i s  t h e  e x p a n d e d  c o n c e p t  o f  t h e  o p e n  d o o r  t h a t  b e 

came t h e  b a s i s  o f  f u t u r e  A m e r i c a n  p o l i c y .  When t h e  S t a t e  

D e p a r t m e n t  s u p p o r t e d  A m e r i c a n  b a n k i n g  i n v o l v e m e n t  i n  b o t h  

t h e  F i r s t  a n d  S e c o n d  C h i n e s e  B a n k i n g  C o n s o r t i u m ' s , ^  i t  was  

t h e  o p e n  d o o r  p o l i c y  o f  d o l l a r  d i p l o m a c y  t h a t  t h e  D e p a r t m e n t  

a d v a n c e d .  J u s t  how A m e r i c a n  c a p i t a l i s t s  w e r e  t o  i n v e s t  i n  

C h i n a  w i t h  r e a s o n a b l e  a s s u r a n c e  t h a t . t h e i r ,  i n v e s t m e n t s  w o u l d  

be  p r o t e c t e d  i s  u n c e r t a i n .  A m e r i c a n  i n v o l v e m e n t  i n  C h i n a  

d i d : n o t  e x t e n d  t o  u s i n g  m i l i t a r y  f o r c e .  R e a l i z i n g  t h e  d e 

g r e e  o f  A m e r i c a n  c o m m i t m e n t s  i n  C h i n a ,  t h e  p o s s i b l e  s u c c e s s  

o f  A m e r i c a n  c a p i t a l  I n  C h i n a ,  e s p e c i a l l y  M a n c h u r i a ,  r e m a i n e d  

. c o n t i n u a l l y  d o u b t f u l .  M a n c h u r i a  h a d  b e e n  a R u s s i a n  s p h e r e  

b e f o r e  1 905  a n d  a f t e r  t h e  R u s s o - J a p a n e s e  War J a p a n e s e  d o m i 

n a n c e  t h e r e  was  a p p a r e n t .

T h o u g h  t h e  o p e n  d o o r  p o l i c y  e s p o u s e d  by t h e  d o l l a r  

d i p l o m a t s  p r o v e d  u n r e a l i s t i c ,  i t  d i d  g i v e  t h e  s e m b l a n c e ,  o f  

b e i n g  m o r a l . .  T h e  b a l a n c e  o f  p o w e r  wa s  t h e  c h i e f  c o n c e r n  

o f  t h e  m a j o r  p o w e r s  a n d  t h e  U n i t e d  S t a t e s  a d v o c a t e d ,  e q u a l  

o p p o r t u n i t i e s  f o r  a l l  n a t i o n s .  J u s t  how t h e  S t a t e  D e p a r t m e n t

i n t e n d e d  to -  a c h i e v e  e q u a l  c o m m e r c i a l  a n d  i n v e s t m e n t ,  o p p o r 

t u n i t i e s *  i n  C h i n a  wh en  p r e f e r e n t i a l  r i g h t s  a l r e a d y  e x i s t e d  

i s ' t h e  d i p l o m a c y  b e h i n d  t h e  S e c o n d  C h i n e s e  Banking .  C o n s o r t i u m .  

W a s h i n g t o n  c a l l e d  i t  e n f o r c i n g  t h e  o p e n  d o o r ,  b u t  i t  was  a

12T h e  F i r s t  C h i n e s e  B a n k i n g  C o n s o r t i u m ,  a n  i n t e r n a - r  
t i o n a l  b a n k i n g  a g r e e m e n t  s i g n e d  i n  1 9 1 1 , e v e n t u a l l y  i n c l u d e d  
b a n k i n g  g r o u p s  f r o m  t h e  c o u n t r i e s  o f  G r e a t  B r i t a i n ,  F r a n c e ,  
U n i t e d  S t a t e s ,  G er m a n y ,  R u s s i a ' ,  a n d  J a p a n .  The  C o n s o r t i u m  
was  f o r m e d  t o  p r o v i d e ,  f u n d s . f o r  t h e  i n t e r n a l  d e v e l o p m e n t  a n d  
a d m i n i s t r a t i v e  r e f o r m  o f  C h i n a .



p o l i c y  f a r . r e m o v e d  f r o m  t h e  i d e o l o g y  o f  J o h n  Hay a n d  more 

c l o s e l y  a t t u n e d  t o  " d o l l a r  d i p l o m a c y . "



/

CHAPTER I

T h e  U n i t  e d  b t  a t  e s  F o r  ms t h e  O p e n ' Do or  

P o l i c y ,  1 9 0 0 - 1 9 1 2

An a n a l y s i s  o f  t h e  S e c o n d  F i n a n c i a l  C o n s o r t i u m  o f  

C h i n a  a n d  i t s  r e l a t i o n s h i p  t o  t h e  o p e n  d o o r  p o l i c y  m u s t  

b e g i n  w i t h  a n  e x a m i n a t i o n  o f  t h e  b r o a d e r  i n t e r e s t s  o f  f o r e i g n  

c o u n t r i e s  i n  C h i n a .  • 'The c o n s o r t i u m  was  n o t  m e r e l y  a n  a t t e m p t  

on  t h e  p a r t  o f  f o r e i g n  b a n k s  t o  l o a n  money t o  C h i n a  f o r  a d —. 

T n i n i s t r a t i v e  and. i n d u s t r i a l  p u r p o s e s ,  i t  was  a f o r m u l a t e d  

e f f o r t  on  t h e  p a r t  o f  f o r e i g n  p o w e r s  t o  p r o m o t e  t h e i r  own 

p o l i t i c o  1. and. e c o n o m i c  o b j e c t i v e s  i n  t h e  P’a r  E a s t ,  p a r t i c u 

l a r l y  C h i n a .  To u n d e r s t a n d  w h a t  t h e s e  o b j e c t i v e s  w e r e ,  a 

b r i e f  c o n s i d e r a t i o n  o f  O r i e n t a l  t r a d e  e x p a n s i o n ,  C h i n e s e  

r a i l r o a d  d e v e l o p m e n t ,  a n d  f o r e i g n . e n t r e n c h m e n t  in- t h e  F a r  

E a s t  i s  n e c e s s a r y .

Th e  c o n c e p t  o f  b u i l d i n g  c o l o n i a l  e m p i r e s  h e i g h t e n e d  

- in  t h e  N i n e t e e n t h  C e n t u r y .  G r e a t  B r i t a i n , -  G e r m a n y ,  a n d  

R u s s i a  s t r u g g l e d ,  f o r  t h e  c o n t r o l  o f  f o r e i g n  m a r k e t s  a n d  

c o l o n i e s .  P o l i t i c a l  t h o u g h t  o f  t h i s  p e r i o d  c o n t e n d e d  t h a t  

t h e  b a l a n c e  o f  p o w e r  r e s t e d  w i t h  t h e .  c o u n t r y  t h a t  c o n t r o l l e d  

t h e  g r e a t e s t  n u m b e r  o f  f o r e i g n  c o l o n i e s .  K e e p i n g  t h e  b a l a n c e  

. u f  p o w e r  d i d  n o t  mean c o l o n i z i n g  o r  c o n t r o l l i n g  t h e  e x i s t i n g  

C h i n e s e  g o v e r n m e n t .  Commerce a n d  i n d u s t r i a l  d e v e l o p m e n t  

w e r e  p o s s i b l e  a n d  more  p r o f i t a b l e  i f  t h e  c o s t  o f  g o v e r n i n g
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c o u l d  be a v o i d e d ,  a n d  C h i n a ' s  e x i s t i n g  p o l i t i c a l  s t r u c t u r e  

p r o v i d e d  t h e s e  c o n d i t i o n s .

By t h e  l a t t e r  p a r t  o f  t h e  N i n e t e e n t h  C e n t u r y ,  h o w 

e v e r ,  t h e r e  e m e r g e d  a n ' a w a k e n e d  i n t e r e s t  i n  t h e  t r a d e  p o t e n 

t i a l  o f  C h i n a ,  e s p e c i a l l y  i n  h e r  a b i l i t y  t o  a b s o r b  t h e  s u r 

p l u s  o f  m a n u f a c t u r e d  g o o d s .  Due t o  t h e  i n t e r n a l  p o l i t i c a l  

o r g a n i z a t i o n  o f  C h i n a  a n d  t h e  e s t a b l i s h e d  c o l o n i a l  r i v a l r y ,  

f o r e i g n  n a t i o n s ,  g a i n e d  p o l i t i c a l ,  t e r r i t o r i a l  a n d  e c o n o m i c  

f o o t h o l d s  i n  C h i n a  by a s e r i e s  o f  u n e q u a l  t r e a t i e s  w i t h  

C h i n a R i v a l r y  h e i g h t e n e d  a n d  by t h e  t u r n  o f  t h e  T w e n t i e t h  

C e n t u r y  J a p a n  e n t e r e d  t h e  s t r u g g l e  c l o s e l y  f o l l o w e d  by t h e  

U n i t e d  S t a t e s .

A m e r i c a h . d i p l o m a t i c  r e a c t i o n  t o  t h e  s c r a m b l e  f o r  

C h i n e s e  s p h e r e s  o f  . i n f l u e n c e  a n d  t h e  s u b s e q u e n t  B o x e r  i n s u r 

r e c t i o n  r e s u l t e d  i n  S e c r e t a r y  .of  S t a t e  J o h n  H a y ' s  f a m o u s  

Open Doo r  N o t e s ,  Th e  f i r s t  o f  t h e s e  n o t e s  was  s e n t  on  

S e p t e m b e r  .6, 1 8 99  t o  G r e a t  B r i t a i n  a n d  Germany  a n d  l a t e r  

n o t e s  t o  J a p a n ,  I t a l y  a n d  F r a n c e .  I t  p r o p o s e d  t h a t ,  i n  v i e w  

o f  t h e  d i v i s i o n  o f  C h i n a  i n t o  s p h e r e s  o f  i n f l u e n c e ,  t h e s e '  

c o u n t r i e s  s h o u l d  n o t  i n t e r f e r e  w i t h  t r e a t y  p o r t s '  a n d  s h o u l d  

n o t  l e v y  h i g h e r  h a r b o r  and. r a i l r o a d  d u t i e s '  on  f o r e i g n  g o o d s  

t h a n  on t h e i r  own. w i t h i n ' t h e i r  own ■ s p h e r e s .  A g r e e m e n t  t o

Tb'or a c h r o n o l o g i c a l  l i s t i n g  o f  t h e  u n e q u a l  t r e a t i e s ,  
s i g n e d  w i t h  C h i n a  s e e :  W i l l i a m  L. L a . ng e r ,  e d . a n d  c o m p i l e r ,
•̂n E n c y c l o p e d i a o f  W o r l d  H i s t o r y . ( B o s t o n :  H o u g h t o n  M i f f l i n

Company ,  . 1 9 6 8 7 ,  p p .  9 1 3 ~ 9 14■. A ~ d e t a i l e d  s t u d y  o f  t h e  u n e q u a l  
t r e a t i e s  o f  t h i s  p e r i o d  c a n  be f o u n d  I n  W i l l i a m  L. T u n g ,  C h i n a  
a n d  t h e  F o r e i g n  Powers ' :  T h e  I m p a c t  a n d  R e a c t i o n  t o  U n e q u a l
T r e a t i e s ,  ( D o b bs  F e r r y ,  "Nl Y . : O c e a n a  P u b l i c a t i o n s , I n c . ,
1 9 7 0 J ,  p p . .  1 9 - 4 3 .



t h i s  . p r o p o s a l -  was  n o n c o r n m i t a l  w i t h  t h e  e x c e p t i o n  o f  I t a l y ,

■the o n l y  n a t i o n  w i t h o u t  s p h e r e s  o f  i n f l u e n c e  i n  C h i n a .

R u s s i a  f o u n d  r e s e r v a t i o n s '  a n d  n e v e r  a c c e p t e d ,  t h e  p r o p o s a l .

Th e  Amer ican -  S e c r e t a r y  o f  S t a t e ,  by  M a r c h  1 9 0 0 ,  a n n o u n c e d  

t h a t  t h e  r e p . l i ' e s  w e r e  " f i n a l  a n d  d e f i n i t i v e . "  . A l t h o u g h  

t h e  n o t e s  o f  -1899 h a d  a s  t h e i r  aim.  t h e  p r e s e r v a t i o n  o f  

C h i n e s e  s o v e r e i g n t y -  i n  t h e  s p h e r e s  o f  i n f l u e n c e  a s  w e l l  a s  

e q u a l ,  c o m m e r c i a l  o p p o r t u n i t y ,  t h e s e  o b j e c t i v e s  w e r e  m e r e l y  

i m p l i e d . ̂

D e s p i t e  A m e r i c a n  c l a i m s ,  s t r u g g l e s  f o r  s p h e r e s  c o n 

t i n u e d .  R u s s i a  m a r c h e d  i n t o  M a n c h u r i a .  I n  c o n t i n u e d  e f f o r t s  

t o  c u r b  R u s s i a n  a d v a n c e s ,  a k e y  F a r  E a s t e r n  i s s u e  i n  .1900,

Hay s e n t  a s e c o n d  c i r c u l a r  o f  n o t e s  i n  w h i c h  h e  s t a t e d  t h a t

t h e  U n i t e d  S t a t e s  w a n t e d  t o  f i n d

a s o l u t i o n  w h i c h  may. b r i n g  a b o u t  p e r m a n e n t  s a f e t y  
a n d  p e a c e . t o  C h i n a . p r e s e r v e  C h i n e s e  t e r r i t o r i a l  
a n d  a d m i n i s t r a t i v e  e n t i t y ,  p r o t e c t - a l l  r i g h t s  
g u a r a n t e e d  t o  f r i e n d l y  powers ,  by t r e a t y  a n d  

- i n t e r n a t i o n a l  l a w ,  a n d  s a f e g u a r d  f o r '  a l l  t h e  
w o r l d  t h e  - p r i n c i p l e  o f  e q u a l  a n d  i m p a r t i a l  ‘ • 
t r a d e  w i t h  a l l  p a r t s ,  o f  t h e  E m p i r e . 3.

As a s t a t e m e n t  o f  A m e r i c a n  p o l i c y  no r e p l i e s  w e r e  s o u g h t .

T h e s e ,  s econd ,  n o t e s  s e t '  i n t o  m o t i o n  a b a s i c  p l a n  f o r

A m e r i c a n  d i p l o m a c y  i n  t h e  F a r  E a s t  t h a t  w o u l d  r e m a i n  i n  ■

^ Thom as  A. B a i l e y ,  A D i p l o m a t i c  H i s t o r y  o f  t h e  . 
A m e r i c a n  P e o p l e , ■( 8 t h  e d , :. New Y o r k :  ■A p p l e t o n - C e n t u r y - C r o f t s ,
1989: ) , ' '  PP • ' 480- 8 . 1 .

f>U. S'. D e p a r t m e n t  o f  S t a t e ,  P a p e r s  R e l a t i n g  t o  t h e  
F o r e i g n  R e l a t i o n s  o f  t h e  U n i t e d  S t a t e s ^  1 89 9  (’W a s h i n g t o n :  •
189-9) /  P • 299.• H e r e a f t e r  c i t e d ,  a s  F o r e i g n  R e l a t i o n s  .



e f f e c t  u n t i l  t h e  m i d - T w e n t i e t h  C e n t u r y . ^  T h e  o r i g i n a l  i n 

t e n t i o n s  o f  t h i s  p o l i c y  a r e  o f t e n  m i s u n d e r s t o o d  a n d  o v e r 

l o o k e d .  "The n o t e s  w e n t  b e y o n d  a b a r e  a t t e m p t  t o  g u a r a n t e e  

f r e e d o m  o f  t r a d e . ”- I n  h i s  l e t t e r  t o  J o h n  Hay s u b m i t t i n g  

t h e  Open Do o r  memorandum,  W i l l i a m  W. R o c k h i l l ,  S t a t e  

D e p a r t m e n t  C o n s u l t a n t  on F a r  E a s t e r n  A f f a i r s ,  w r o t e  o f  "wh at  

I  c o n c e i v e  t o  be  t h e  m a i n  p o i n t s  o f  t h e  n e g o t i a t i n g  i s  a  

k i n d  o f  a modus  v i n e n d i  i n  C h i n a . R o c k h i l l ,  t h o u g h ,

" n e v e r  c o n s i d e r e d  h i s  p o l i c y  a p e r m a n e n t  g u i d i n g  p r i n c i p l e , "7 

a n d  n e i t h e r  d i d  Hay .

J o h n  H ay ,  A l f r e d  H i p p i s l e y  a n d  W i l l i a m  R o c k h i l l ,  who 

w o r k e d  w i t h  a n d  u n d e r s t o o d  t h e  i n t r i c a c i e s  o f  t h e  o p e n  d o o r :  

p o l i c y  r e a l i z e d  t h a t  a c o u n t r y ,  s u c h  a s  C h i n a ,  c o u l d  n o t .  b e  

r e s c u e d  f r o m  t h e  c l u t c h e s  o f  f o r e i g n  i n t e r v e n t i o n  a n d  c o n t r o l  

by  a s i n g l e  d i p l o m a t i c  m a n e u v e r .  T h e s e  s a me  d i p l o m a t s  a l s o  

knew t h a t  t h e  e x p a n d i n g  A m e r i c a n  m a r k e t  c o u l d  n o t  b e  p r e 

s e r v e d  by o ne  f o r e i g n  p o l i c y  s t a t e m e n t .  T h e y  d i d  b e l i e v e  

t h a t  i f  a f o o t h o l d  c o u l d  be  g a i n e d  i n  t h e  p o l i t i c a l  a n d  

e c o n o m i c  s t r u c t u r e s  o f  C h i n a ,  t h i s  f o o t h o l d  c o u l d  be  u s e d  

f o r  b o t h  t r a d e  a n d  s t r e n g t h e n i n g  t h e  P e k i n g  G o v e r n m e n t .  Th e  

U n i t e d  S t a t e s  w a n t e d  t o  i n s u r e  t h e  i n t e g r i t y  o f  t h e  C h i n e s e

4
F o r  a n  u n d e r s t a n d i n g  o f  t h e  i n t r i c a c i e s  a n d  d i s c u s 

s i o n s  o f  W. W. R o c k h i l l  a n d  A l f r e d  E. H i p p i s l e y  t h a t  w e n t  i n t o  
t h e  b a c k g r o u n d  a n d  o r i g i n s  o f  t h e  Open D o or  P o l i c y  s e e :  P a u l
A. V a r g ,  Open Do or  D i p l o m a t , ( U r b a n a :  U n i v e r s i t y  o f  I l l i n o i s
P r e s s ,  1 9 5 2 ) ,  p p .  2 6 - 3 3 ;  a n d  E s t h u s ,  "Open D o o r , " p p .  4 3 5 - 5 4 .

5 v a r g ,  Open D o o r  D i p l o m a t , p .  33*

^ I b i d . p .  3 6 .

T l b i d .



E m p i r e  s o  s h e  c.ouTcl a n d w o a l d  d i s c h a r g e  h e r  i n t e r n a t i o n a l
o

o b l i g a t i o n s .  A. s t r o n g  C h i n a  w o u l d  mean t h a t  t h e  U n i t e d  

S t a t e s  c o u l d  h o p e  t o  e n j o y  e q u a l  t r a d e  o p p o r t u n i t i e s  w i t h  

• t h e  r e s t  o f  t h e  w o r l d .

A l m o s t  e v e r y  h i s t o r i c a l  r e f e r e n c e  o f  t h e  o p e n  d o o r  

i n c l u d e s  a m e n t i o n  o f  A m e r i c a n  m e r c h a n t s  a n x i o u s  f o r  C h i n a ’ s  

m a r k e t s ; b u t  some f a i l  t o  i n c l u d e  t h e  f a c t  t h a t  m i s s i o n a r i e s  

i n  C h i n a  h a d  i n v e s t e d  y e a r s  i n  s p r e a d i n g  C h r i s t i a n i t y  t o  

t h e  C h i n e s e .  Wit-h t h e i r  r e l i g i o u s  f e r v o r  came t h e  W e s t e r n  

way o f  l i f e .  E x t r a t e r r i t o r i a l i t y  p r o t e c t e d  t h e m  i n  m o s t  

i n s t a n c e s , b u t  w i t h  t h e  i n s t a b i l i t y  o f  t h e  P e k i n g  G o v e r n m e n t  

B o x e r .r e b e l l i o n s  w e r e  a r e a l i t y .  T h e  l i f e l o n g  w o r k  o f  

t h e s e  men o f  God n e e d e d  p r o t e c t i o n . ^

I t  was  o b v i o u s  t o  t h e  f o r m u l a t o r s  o f  t h e  U n i t e d .  

S t a t e s ’ C h i n a  p o l i c y  t h a t ,  " t h e  s t r u g g l e  in-  C h i n a  was  o n l y  a  

l e s s e r  a r e n a  f o r  t h e  W e s t e r n  n a t i o n s  e n g a g e d  i n  t h e . d i p l o 

m a t i c  s t r u g g l e  i n  E u r o p e ,  Th e  U n i t e d  S t a t e s ,  a s p e c t a t o r

t o  t h i s -  s t r u g g l e ,  h a d  l i t t l e  . b a r g a i n i n g  p o w e r  s a v e  r e p e a t e d  

a f f i r m a t i o n  o f  t h e  o p e n  d o o r .  I n  t h e  l a t e  summer  a n d  e a r l y  

f a l l  o f  I 9 0 3 j R u s s i a  b e g a n  h e r  s t r u g g l e  t o  s e c u r e  M a n c h u r i a n  

p o r t  o p e n i n g s  W i t h  t h e  o u t b r e a k  -of t h e  R u s s o - J a p a n e s e

' W E s t h u s , "Open D o o r "/ p . AST *

W3un J .  L I ,  Th e  A g e l e s s  C h i n e s e :  A H i s t o r y , (New
'York:-  C h a r l e s  S c r i b h e r  ’ s  S o n s ,  19 03 ) ,  p i  4 3 1 ;  V a r g , Open 
D o or  D i p l o m a t , p .  3 5 .

l ^ V a r g , Open Do or  D i p l o m a t , p .  4 7 .

U p r e d e r i c k  V. F i e l d ,  A m e r i c a n  P a r t i c i p a t i o n  i n  t h e  
C h i n e s e  C o n s o r t 1 u m s , ( C h i c a g o :  U n i v e r s i t y  o f  C h i c a g o  P r e s s ,

1 9 3 1 ) ,  P . ‘ 7 .  . ‘ ‘



W a r ,  P r e s i d e n t  T h e o d o r e  R o o s e v e l t  a p p r o v e d  s e n d i n g  a c i r c u l a r  

n o t e  t o  G-reat  B r i t a i n ,  F r a n c e ,  a n d  Germany  t o  r e q u e s t  b e l l i 

g e r e n t s  t o  r e s p e c t  t h e  n e u t r a l i t y  o f  C h i n a ,  a n d  i n  a l l  p r a c - .
. 10

t i c a l  wa ys  h e r  a d m i n i s t r a t i v e  i n t e g r i t y .

I n  1901  J a p a n  s t r e n g t h e n e d  h e r  p o s i t i o n  by a l l y i n g  

h e r s e l f  w i t h  G r e a t  B r i t a i n ,  t h e  g r e a t  w o r l d  n a v a l ,  p o w e r .

T h e n ,  i n  1905# t h e  T r e a t y  o f  P o r t s m o u t h  g a v e  J a p a n  a . .domi

n a n t  p o s i t i o n ’ on  t h e  c o n t i n e n t  o f  A s i a .  E x t e n s i v e  R u s s i a n  

r i g h t s -  i n  M a n c h u r i a  now h e l d  by t h e  J a p a n e s e  f u r t h e r  e n h a n c e d  

J a p a n ’ s p o s i t i o n  I n  A s i a ,  a n d  t h e  U n i t e d  S t a t e s ’ w i t h d r a w a l  

f r o m  h e r  K o r e a n  l e g a t i o n s  i n  S e p t e m b e r  I.9 O5 a l l o w e d  J a p a n e s e  

e n t r a n c e  t h e r e .  A l l o w i n g  t h e  J a p a n e s e  t o  e x p a n d  t h e i r  c o n 

t r o l  i n  A s i a  b r o u g h t  c o m p l a i n t .  A m e r i c a n  m e r c h a n t s  p r o t e s t e d

t h e i r  d e c l i n i n g  t r a d e  i n  M a n c h u r i a  v i a  t h e  p o r t  o f  D a l n y .
IBJ a p a n e s e  m e r c h a n t s  p a i d  n e i t h e r  d u t y  n o r  l i k e n . ^ D e s p x t e

c o m m e r c i a l  p r o t e s t ,  t h e  S t a t e  D e p a r t m e n t  d i d  n o t  a c t  t o  c u r b
1 A.J a p a n e s e  e x p a n s i o n  u n t i l  May 1 9 0 7 .. By t h i s  t i m e  C h a r l e s  

Denby  a n d H u n t i n g ! o n  W i l s o n ,  who h e l d  s e c o n d a r y  p o s i t i o n s  

w i t h  t h e  S t a t e  D e p a r t m e n t ,  w e r e  b e g i n n i n g  t o  d i s t r u s t  J a p a n ’ s 

p o s i t i o n  i n  r e g a r d  t o  an. o p e n  d o o r  i n  C h i n a .  As J a p a n  

p r e s s e d  h a r d  f o r  mo re  c o n c e s s i o n s ,  t h e  s t r u g g l i n g  P e k i n g  

G o ve r nm e nt ,  i n  Nov emb er  19 0 8  s e n t  T a n g  S h a o - y i ,  a  p r o t e g e  o f  

Yu an  S h i h - k ’a i ,  t o  W a s h i n g t o n  f o r  f i n a n c i a l  s u p p o r t  t o

^ F o r e i g n  R e l a t i o n s : 1 9 0 4 ,  p .  j ' f y .

^ 3 L j k e n  i s  a n  I n t e r n a l  t a x  on t r a d e .

^ V a r g ,  Open Door  D i p l o m a t , p .  87*



- ' 3

c o u n t e r a c t ,  a g g r e s s i o n  i n  M a n c h u r i a ,  T a n g  was  t o  p r e s s  f o r

f u r t h e r  c o m m i t m e n t "  o f  the .  U n i t e d  S t a t e s ' t o  a n  a c t i v e  r o l e ,

e s p e c i a l l y ,  i n  s u p p o r t  o f  r a i l w a y  i n v e s t m e n t  a n d  t h e  p r o p o s e d

M a n c h u r i a n  B a n k .  T a n g ' s . v i s i t  a c c o m p l i s h e d  v e r y  l i t t l e .

T h e  R o o t - T a k a h i r a  A g r e e m e n t  wa s  s i g n e d  t h e  d a y  h e  a r r i v e d
IBi n  W a s h i n g t o n . ' - ^

P r i v a t e  A m e r i c a n  i n t e r e s t s  w e r e  a l s o  a t  w o r k .  I n  

S e p t e m b e r  1905 E d w a r d  H. H a r r l m a n ,  c h a i r m a n  o f  t h e  U n i o n  

P a c i f i c  R a i l w a y  a n d  P a c i f i c  M a i l  Company,  ‘a r r i v e d  i n  C h i n a  

t o  p r o m o t e  t h e  p u r c h a s e  o f  t h e  S o u t h  M a n c h u r i a n  a n d  

T r a n s - S i b e r i a n  R a i l r o a d s .  N e g o t i a t i o n s  t h a t  f o l l o w e d  e n d e d  

i n  n a u g h t  b e c a u s e  t h e  J a p a n e s e  c u r r e n t l y  owned t h e
-1 f.

M a n c h u r i a n  R a i l w a y  f r o m  P o r t  A r t h u r  t o  H a r b i n ,  I n  t h e  

summer  o f  1905 a n o t h e r  b low was  i s s u e d  t o  p r i v a t e  A m e r i c a n  

i n t e r e s t s .  C h i n a  c a n c e l l e d  t h e  C a n t o n - H a n k o w  R a i l w a y  c o n 

t r a c t ,  t h e  U n i t e d  S t a t e s '  m o s t  I m p o r t a n t  c o n c e s s i o n  a t  t h i s  

t i m e .  T h i s  c o n t r a c t  h a d  b e e n  g r a n t e d  t o  t h e  A m e r i c a n  C h i n a  

D e v e l o p m e n t  Go. i n - 1 8 9 8 , t o  b u i l d  a p p r o x i m a t e l y  900  m i l e s  

.o f  t r a c k . ^

-*-5C h a r l e s  V e v i e r ,  T h e  U,  S .  a n d  C h i n a  1 9 0 6 - 1 9 1 3 *  A 
f S t u d y  o f  F i n a n c e  a n d  D i p l o m a c y , (New Y o r k :  G r e e n w o o d  P r e s s ,
1 9 6 8 ) ,  p t  7 6 '. The" R o o t - T a k a h i r a  A g r e e m e n t  s t a t e s  t h a t  t h e  
U n i t e d  S t a t e s  a n d . J a p a n  w o u l d  m a i n t a i n  " t h e  e x i s t i n g  s t a t u s  
q u o "  I n  t h e  P a c i f i c .  B o t h  a g r e e d  t o  ’’r e s p e c t  t h e  t e r r i t o r i a l  
p o s s e s s i o n s ^  b e l o n g i n g ,  t o  e a c h  o t h e r  i n  s a i d  r e g i o n ,  " a n d  t o  
b a c k  a l l  " p a c i f i c  m e an s  a t  t h e i r  d i s p o s a l  t h e  i n d e p e n d e n c e  
a n d  i n t e g r i t y  o f  C h i n a  a n d  t h e  p r i n c i p l e  o f  e q u a l  o p p o r t u n i t y  
f o r  c om mer ce  a n d  i n d u s t r y  o f  a l l  n a t i o n s '  i n  t h a t  E m p i r e . ” 
F o r e i g n  R e l a t i o n s , 1 9 0 8 , p p .  5 1 0 - 5 1 1 *

- ^ v e v i e r ,  Th e  U.  S .  a n d .  C h i n a , p .  2 4 .

-^Varg ,  Open Door D ip lom a t ,  p .  7*



When W i l l i a m  Howard  T a f t  b e c a m e  P r e s i d e n t ,  h i s  a d m i n 

i s t r a t i o n  i n h e r i t e d  a n  i n c r e a s i n g l y  t r o u b l e s o m e  o p e n  d o o r  

p o l i c y .  C h i n a  c o n t i n u e d  t o  t r y  t o  e s c a p e  h e r  o b l i g a t i o n s  

by p o l i t i c a l  m a n e u v e r s  w i t h  v a r i o u s  w o r l d  p o w e r s  a n d  t h e s e  

same p o w e r s  e x t r a c t e d  s p e c i a l  c o m m e r c i a l  a n d  i n v e s t m e n t  

r i g h t s  w h e n e v e r  p o s s i b l e .  Th e  J a p a n e s e  w e r e  p a r t i c u l a r l y  

g u i l t y  o f  t h i s .  T a f t  a d o p t e d  t h e  o f t e n  u s e d  b u t  n e v e r  

a c k n o w l e d g e d  p o l i c y  o f  u s i n g  b u s i n e s s  a s  a w e a p o n  o f  t h e  

s t a t e  t o  a c h i e v e  i t s  g o a l s .  P r e v i o u s l y  t h e  g o v e r n m e n t  h a d  

s h i e l d e d  b u s i n e s s  i n t e r e s t s ,  now b u s i n e s s  b e c am e  a t o o l  o f  

d i p l o m a c y .  T h i s  p o l i c y  was  a p p r o p r i a t e l y  l a b e l e d  " d o l l a r  

d i p l o m a c y . "  T a f t  f o u n d  W i l l a r d  S t r a i g h t ,  C h i e f  o f  t h e

D i v i s i o n  o f  F a r  E a s t e r n  A f f a i r s ,  a  w i l l i n g  e x p o n e n t  o f  h i s
19e c o n o m i c  p o l i c y  i n  C h i n a .  ^ S t r a i g h t  a n d  h i s  s u p e r i o r s  a l l  

" f a v o r e d  a more  a c t i v e  r o l e "  f o r  t h e  U n i t e d  S t a t e s  i n  C h i n a  

a n d  M a n c h u r i a .

- ^ T h e  f o l l o w i n g  i n c i d e n t s  p r o v i d e  a n  i l l u s t r a t i o n  o f  
C h i n a ' s  i n a b i l i t y  t o  c o n t r o l  h e r  p o l i t i c a l  d e s t i n y .  I n  
D e c e m b e r  1 905  J a p a n  n e g o t i a t e d  t h e  t r e a t y  o f  P e k i n g  w i t h  
C h i n a .  I t  v a l i d a t e d  t h e  t e r m s  o f  t h e  P o r t s m o u t h  a g r e e m e n t  
a n d  g a v e  t h e  J a p a n e s e  a d d i t i o n a l  r a i l w a y  r i g h t s  i n  M a n c h u r i a .  
I n  t h e  s p r i n g  o f  1 9 0 7  t h e  J a p a n e s e  f o r c e d  t h e  C h i n e s e  t o  make 
s u p p l e m e n t a r y  a g r e e m e n t s  t h a t  c l a r i f i e d  T o k y o ' s  g r o w i n g  
s t r e n g t h  i n  M a n c h u r i a ,  J a p a n  r e c e i v e d  m i n i n g  a d v a n t a g e s  
a l o n g  t h e  A n t u n g - M u k d e n  R a i l r o a d  t h a t  l i n k e d  K o r e a  w i t h  
M a n c h u r i a .  I n  J u n e  1 9 07  T o k y o  r e c e i v e d  F r a n c e ' s  r e c o g n i t i o n  
o f  J a p a n ' s  p a r a m o u n t  p o s i t i o n  i n  M a n c h u r i a .  R u s s i a  a n d  J a p a n  
s i g n e d  a c o n v e n t i o n  i n  J u l y  1 9 0 7  t h a t  r e c o g n i z e d  M a n c h u r i a  
a s  a s p h e r e  o f  i n f l u e n c e  f o r  J a p a n  a n d  M o n g o l i a  f o r  R u s s i a .  
V e v i e r ,  T h e  U.  S .  a n d  C h i n a , p p .  3 9  a n d  4 2 - 4 3 *

l ^ F o r  a  d e t a i l e d  a c c o u n t  o f  W i l l a r d  S t r a i g h t ' s  d e a l 
i n g s  w i t h  E d w a r d  H. H a r r i m a n  f o r  t h e  p u r c h a s e  o f  t h e  C h i n e s e  
E a s t e r n  R a i l w a y  a n d  o t h e r  f i n a n c i a l  a s s o c i a t i o n s  o f  S t r a i g h t  
w i t h  t h e  b a n k e r s  o f  W a l l  S t r e e t  s e e :  V e v i e r ,  T h e  U. S .  a n d
C h i n a ,  p p .  3 5 - 8 A .

^ V e v i e r ,  The U. S. and China, p. 9 2 ,



• A p p l y i n g  d o l l a r  d i p l o m a c y ,  t h e  U n i t e d  S t a t e s  b e g a n  

t o  p r e s s  f o r  p a r t i c i p a t i o n  i n  t h e  f i n a n c i n g  a n d  c o n s t r u c t i o n  

o f  t h e  H u k u a n g  . .R a i l w ay  in.  c e n t r a l  C h i n a .  S t r a i g h t  a n d  o t h e r  

D e p a r t m e n t  o f f i c i a l s  b e l i e v e d  i t  t o  be  t h e  U n i t e d  S t a t e s ’ 

b e s t  d e f e n s e  a g a i n s t  J a p a n e s e  a g g r e s s i o n . .  I n  J u n e  o f  1 9 0 9 ,  

S t r a i g h t  l e f t  h i s .  S t a t e  D e p a r t m e n t  p o s t  t o  b ec om e  a r e p r e 

s e n t a t i v e -  o f  t h e  n e w l y - o r g a n i z e d  g r o u p  o f  A m e r i c a n  b a n k e r s  

i n t e r e s t e d  i n  C h i n e s e  d e v e l o p m e n t .  B a n k i n g  f i r m s  r e p r e s e n t e d  

w e r e :  J .  P.  M o rg a n ;  Kuhn ,  Lo e b  a n d  C o . ;  F i r s t  N a t i o n a l  Bank

o f ' N e w  Y o r k ;  N a t i o n a l  C i t y  Bank o f  New Y o r k ;  and. i n t e r e s t s  

o f  E dw a rd  H i  H a r r i m a n .  T h i s  g r o u p  h a d  b e e n  f o r m e d  by t h e  

S t a t e  D e p a r t m e n t  f o r  t h e  p u r p o s e  o f  g a i n i n g  e n t r y  i n t o  t h e  

p r o p o s e d  l o a n s  t o  C h i n a  f o r  t h e  H u k u a n g  R a i l r o a d  S y s t e m .  

B e f o r e  S t r a i g h t  l e f t  f o r  P e k i n g  he  c a r r i e d  i n s t r u c t i o n s  t o

s e c u r e  f r o m  C h i n a  t h e  r i g h t s  f o r  A m e r i c a n  b a n k e r s  t o  b u i l d
21

a n o r t h  t o  s o u t h  r a i l r o a d  f r o m ■ C h i n ch o w t o  A l g u n .

By O c t o b e r  1909  S e c r e t a r y  o f  S t a t e  P h i l a n d e r  C. Knox

a r r i v e d  a t  a n  o f f i c i a l  p o l i c y  o f  d e a l i n g  w i t h  t h e  r a i l r o a d

q u e s t i o n  i n  C h i n a .  H i s  p r o p o s a l ,  s t a t e d :

I n  a l l  c a s e s  -where t h e  I m p e r i a l  C r e d i t  o f  C h i n a  
I s  p l e d g e d  f o r  r a i l w a y  c o n s t r u c t i o n ,  t h e  p o w e r s  
w h i c h  h a v e  p l e d g e d  t h e m s e l v e s  t o  t h e  p r i n c i p l e  
o f  e q u a l  t r a d e  o p p o r t u n i t i e s  i n  C h i n a  a n d  t h e  
p r e s e r v a t i o n  o f  C h i n a ' s  p o l i t i c a l  I n t e g r i t y  
h a v e  s u c h  a d i r e c t  i n t e r e s t  a s  t o  e n t i t l e  t h e m  
t o  p a r t i c i p a t i o n '  i n  t h e  l o a n s  a n d  e q u i t a b l e  c o n 
s i d e r a t i o n  f o r  t h e i r  n a t i o n a l s  a n d  m a t e r i a l s . ^ ' ' -

^ - ^ - S t r a i g h t ’ was  s u c c e s s f u l  i n  n e g o t i a t i n g  a p r e l i m i 
n a r y  a g r e e m e n t  w i t h  t h e  C h i n e s e  V i c e r o y  i n  M a n c h u r i a  f o r  t h e  
C h i n c h o w - A i g u n  L i n e .  V a r g ,  Open Door  D i p l o m a t , p p .  1 0 0 - 1 0 1 .  
V e v i e r ,  T h e  U. S .  a n d  C h i n a , p p . ' 1 1 3 - 1 2 ’5;

^ 2V a r g ,  Open Door D i p l o m a t ,  p .  101 .



T h e  new Knox p o l i c y ' a l s o  h e l d  t h a t  " e x c l u s i v e  r i g h t  s h o u l d  

n o t  be g r a n t e d  t o  do  b u s i n e s s  w i t h i n  t h e  t e r r i t o r y  s e r v e d  

by  a r a i l r o a d  w h i c h  h.ad b e e n  c o n s t r u c t e d  u p o n  i m p e r i a l  

c r e d i t  o r  p l e d g e  o f  p r o v i n c i a l  r e v e n u e s .  R a i l r o a d s  w e r e

now i n c l u d e d  a s  a  p a r t  o f  t h e  o p e n  d o o r  p o l i c y .  C l e a r l y ,  

t h i s  p o l i c y  was  e x p a n d e d  f r o m ’ i t s  o r i g i n a l  t e x t ,  m e a n i n g ,  

a n d  a p p l i c a t i o n .  .

W i t h  new d i p l o m a t i c  g u i d e l i n e s  a n d  e n c o u r a g e m e n t  

f r o m  t h e  n e w l y .  f o r m e d  A m e r i c a n  B a n k i n g  g r o u p ,  S t a t e  D e p a r t m e n t  

o f f i c i a l s  s e t  o u t  bo h a v e  t h e  r a i l r o a d  i n t e r e s t s  o f  C h i n a  

p u r c h a s e d  by a n ‘ i n t e r n a t i o n a l l y - c o n t r o l l e d  s y n d i c a t e .  By 

t h e  f a l l  o f  190 9  R u s s i a  a g r e e d  t o  s e l l ,  t h e  C h i n e s e  E a s t e r n  

R a i l w a y  on  t h e  c o n d i t i o n  t h a t  t h e  J a p a n e s e  s e l l  t h e  S o u t h .
. p 1M a n c h u r i a n  R a i l w a y ,  J a p a n  r e f u s e d .  The'  n e u t r a l i z a t i o n  

s c h e m e  h a d  f a i l e d  a n d  w i t h  i t  t h e  D e p a r t m e n t ’ s a t t e m p t  t o  

p r o p  t h e  . o p e n  d o o r  . open .  J a p a n  h a d  no. f e a r  o f  v i o l a t i n g
O  rr

t h e .  p r i n c i p l e  o f  t h e  o p e n  d o o r ,  -p Her  s t a k e  i n  M a n c h u r i a  

was  t o o  g r e a t .

F a i l u r e  o f  t h e  n e u t r a l i z a t i o n  s c h e m e  d i d  n o t  d e t e r  

Knox a n d  t h e .  S t a t e  - D e p a r t m e n t  i n  t h e i r  h o p e s  f o r  a f u l l e r  

r e a l i z a t i o n  o f  t h e  ■- o p e n  d o o r  f o r  C h i n a ,  B e g i n n i n g  i n  J a n u a r y  

1 9 0 9  ̂ t h e  i m p o v e r i s h e d .  P e k i n g  G o v e r n m e n t  ‘b e g a n  n e g o t i a t i o n s  

w i t h  E u r o p e a n  ba nke  1- s f o r  f  1 n a n c i n g ' o f  t h e  H u k u a n g  R a i l w a y s

. 1 b i d . Var-g had. a c c e s s  t o  t h e  K n o x ' p a p e r s  w h en  p r e 
p a r i n g  Op en' Door  D i p l o m a t  a n d  t h e r e f o r e  I s  t h e  a u t h o r i t y  c i t e d .

2l[Ibid_, p . 102.

V e v i e r ,  The  U.  S.  and  C h i n a ,  p .  138 ,



w i t h  l i n e s  f r o m  Hankow t o  S z e c h u a n  a n d  Hankow t o  C a n t o n .  

A m e r i c a n  b a n k e r s  w e r e  n o t  i n v i t e d .  T h e  " d o l l a r  d i p l o m a t s " ,  

c o u l d  n o t  r e s i s t  t h e  f i n a n c i a l  a n d  p o l i t i c a l  p o s s i b i l i t i e s .  

B a s e d  on 1 9 0 3 - 0 4  C h i n e s e  p r o m i s e s  t o  a l l o w  t h e  U n i t e d  S t a t e s  

a n d  B r i t a i n  f i r s t  o f f e r s  t o  f i n a n c e  t h e  S z e c h u a n - H a n k o w  l i n e . ,  

t h e  A m e r i c a n s  p r e s s e d  f o r  a s h a r e  i n  f i n a n c i n g  t h e  H u k u a n g  

R a i l w a y s

S i n c e  C h i n a  c h o s e  t o  i g n o r e  t h e  U n i t e d  S t a t e s 1 c l a i m s . ,  

t h e y  r e n e w e d  t h e  i s s u e  o f  l i k e n . Th e  A m e r i c a n s  c l a i m e d  t h a t  

a c c o r d i n g  t o  a 1903  a g r e e m e n t ,  t h e  C h i n e s e  h a d  p r o m i s e d  

U n i t e d  S t a t e s  i n v e s t o r ’ s  r i g h t s  t o  i n c r e a s e  c u s t o m  t a r i f f s
0 7

a n d  s u b s e q u e n t l y  t o  a b o l i s h  l i k e n . ' T h e  C h i n e s e  h a d  l i s t e d  

l i k e n  a s  s e c u r i t y  f o r  t h e  H u k u a n g  l o a n s .  A m e r i c a n  t r a d e  was  

b e i n g  t h r e a t e n e d  by f o r e i g n  c o m p e t i t i o n .  To p r o v i d e  e q u a l  

t r a d e  o p p o r t u n i t i e s ,  t h e  U n i t e d  S t a t e s  e n t e r e d  i n t o  i n t e r 

n a t i o n a l  c o o p e r a t i o n  f o r  f i n a n c i n g  C h i n e s e  R a i l w a y s .  A 

s t a t e m e n t  i s s u e d  t o  t h e  B r i t i s h  F o r e i g n  O f f i c e  r e a d :

T h e  G o v e r n m e n t  o f  t h e  U n i t e d  S t a t e s  r e g a r d s  f u l l  
a n d  f r a n k  c o o p e r a t i o n  a s  t h e  b e s t  c a l c u l a t i o n  
t o  m a i n t a i n  t h e  o p e n  d o o r  a n d  t h e  i n t e g r i t y  o f  
C h i n a  / 'a n d  t h a t /  t h e  f o r m a t i o n  o f  a p o w e r f u l  
A m e r i c a n ,  B r i t i s h ,  F r e n c h  a n d  German f i n a n c i a l  
g r o u p  . wou l d  f u r t h e r  t h a t  e n d . 2 °

P r e s s u r e s  f r o m  E u r o p e a n  b a n k e r s  a n d  f i n a n c i a l  n e c e s 

s i t y  f o r c e d  t h e  C h i n e s e  t o  c o n c l u d e  a n  a g r e e m e n t  w h i c h  l i m i t e d

p  f c \ F i e l d ,  A m e r i c a n  C o n s o r t i u m s , p .  16 .

2 ^ T h i s  was  d i g g i n g  d e e p  f o r  a n  e x c u s e  t o  be  i n c - l u d e d  
i n  t h e  H u k u a n g  l o a n s .  The  U n i t e d  S t a t e s  h a d  n o t  d o n e  a n y 
t h i n g  a b o u t  a b o l i s h i n g  l i k e n .

^ F o r e i g n  R e l a t i o n s , 1 9 0 9 ,  p .  1 3 2 .



U n i t e d  S t a t e s .1 p a r t i c i p a t i o n  i n  t h e  H u k u a n g  l o a n s  t o  o n e -

f o u r t h  t h e  t o t a l  f i n a n c i n g  o f  t h e  H a n k o w - S z e c h u a n  l i n e .

T h i s  b r o u g h t  i m m e d i a t e  p r o t e s t  by P r e s i d e n t  T a f t .  He c a b l e d

P r i n c e  Chun ,  R e g e n t  o f - t h e  C h i n e s e  . Emp i r e :

I  h a v e  a n  i n t e n s e  p e r s o n a l  i n t e r e s t  i n  m a k i n g  
t h e  u s e  o f  A m e r i c a n  c a p i t a l  i n  t h e  d e v e l o p m e n t  
o f  C h i n a  a n  i n s t r u m e n t  f o r  t h e  p r o m o t i o n  o f  t h e  
w e l f a r e  o f  C h i n a , a n d  a n  i n c r e a s e  i n  h e r  m a t e r i a l  
p r o s p e r i t y  w i t h o u t  e n t a n g l e m e n t s  o r  c r e a t i n g  em
b a r r a s s m e n t s  a f f e c t i n g  t h e  g r o w t h  o f  h e r .  i n d e p e n 
d e n t  p o l i t i c a l  p o w e r  a n d  t h e  p r e s e r v a t i o n  o f  h e r  
t  e r r  i t  o r  i a  1 i  n t  e g r  i t y  , 2 9

Knox, t h e r e a f t e r  r e i t e r a t e d  ' t h e  . p o s i t i o n  i n  a- c a b l e

t o  t h e  A m e r i c a n  l e g a t i o n  i n  P e k i n g :

. ,. . t h i s  G o v e r n m e n t  g r e a t l y  d e p l o r e s  a s i t u a 
t i o n  i n  w h i c h  i t  s e e m s  t h a t  i n d i v i d u a l s  i n  C h i n a  
» . . a r e  a b l e  t o  d e f e a t  t h e  p r a c t i c a l  o j j e r a t i o n s
o f  t h e  o p e n  d o o r  a n d  e q u a l  o p p o r t u n i t y  . . . . 3 0  ■

A f t e r  c o n s i d e r a b l e  d e l a y  d u e  t o  h a g g l i n g  a n d  p o l i t i c a l  u n 

r e s t  i n  C h i n a  t h e  b a n k e r s  r e a c h e d  a n  a g r e e m e n t .  T h e  H u k u a n g  

l o a n s  w e r e  t o  be  made by b a n k e r s  f r o m  G r e a t  B r i t a i n ,  P r a n c e ,  

Germany. ,  a n d  t h e  U n i t e d  S t a t e s .  Th e  a g r e e m e n t  w o u l d  i n c l u d e
O 1

t h e  c o n s t r u c t i o n  o f  a l l  C h i n e s e  r a i l r o a d s . ^  P i n a l  s e t t l e 

ment  w i t h  t h e  C h i n e s e  w a s  n o t  r e a c h e d  u n t i l  May 20, . .  1.911.

Th e  b a n k e r s  i s s u e d  a. l o a n  o f  6 , 0 0 0 ,  00 0  . pounds . . R e v o l u t i o n
■ o p

i n  C h i n a ,  h o w e v e r ,  h a m p e r e d  f u r t h e r  n e g o t i a t i o n s  .g-

E n t r a n c e  ■ i n t o  t h e  H u k u a n g  l o a n s  e x p a n d e d  methods ,  

o f  m a i n t a i n i n g  t h e  o p e n  d o o r .  An i n t e r n a t i o n a l  f i n a n c i a l

g 9 i b l d . . , p .  1 7 8 . 

3 % b i d . ,  p .  179•

3 1 p i e l d j  A m e r i c a n  C o n s o r t i u m s , p .  2 3 -

3 2 i b l d . , p .  3 1 ,
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c o n s o r t i u m  b e c am e  a  means  t o  f u r t h e r  U n i t e r !  S t a t e s ’ i n t e r e s t s  

i n  China . . ;  C u r r e n c y  r e f o r m  a l s o  b r o a d e n e d ' t h e s e  m e t h o d s .

On S e p t e m b e r  22.* 1 9 1 0  t h e  C h i n e s e  G o v e r n m e n t  

' a p p r o a c h e d  t h e  U n i t e d  S t a t e s  f o r  a l o a n  o f  5 0 , 0 0 0 . .  0 0 0  t . a e l s - ^  

f o r  u s e  i n  c u r r e n c y  r e f o r m .  B y  O c t o b e r  2 ,  C h i n a  h a d  i n - . '  

c r e a s e d  , t h e  a m o u n t  t o  $ 5 0 , 0 0 0 , 0 0 0 .  . Th e  a d d i t i o n a l ,  m o n i e s  

w o u l d  be  u s e d  f o r  M a n c h u r i a n  d e v e l o p m e n t . .  A m e r i c a n  b a n k e r s ,  

r e a d y  t o  a b a n d o n  C h i n e s e  f i n a n c e s  i n  t h e  l i g h t  o f  i n t e r 

na  t i o n a  1 comp 1 i c a t i o n s , w e r e ,  p u r s ' u a d e d  by Knox t o  co  n t i n u e  

i n  t h e  q u a g m i r e  o f  d o l l a r  d i p l o m a c y .  The  e x i s t i n g  A m e r i c a n

g r o u p  w o u l d . ' b e  a l l o w e d  t o  h a v e  a s s o c i a t e s ,  b u t  t h e  l o a n
2? 1!

w o u l d  be  s i g n e d  by A m e r i c a n s , ' " ’/

I n  k e e p i n g  w i t h  t h e  e x i s t i n g  q u a d r u p l e ,  a g r e e m e n t ,  

t h e  U n i t e d  S t a t e s  o f f e r e d  e q u a l  p a r t i c i p a t i o n  i n  t h e  c u r r e n c y  

l o a n ' t o  t h e  o t h e r  c o n s o r t  ium* member ' s - ' a t  t h e i r  m e e t i n g  on 

N o v e m b e r  8', 1 9 1 0 ,  C h i n a ,  d e s p e r a t e  f o r  f u n d s ,  c o n s e n t e d .

On A p r i l  1 5 ,  1 9 H  C h i n a  s i g n e d ,  a ’ f i n a  1 ' c u r r e n c y  r e f o r m  l o a n
' 2  f-w i t h  t h e  f o u r  p o w e r  c o n s o r t i u m  g r o u p s . - ^ "  I n  a d d i t i o n  t o  

c u r r e n c y  r e f o r m  t h e  c u r r e n c y  a g r e e m e n t  was  e x t e n d e d  t o  

p r o m o t e  i n d u s t r i a l  d e v e l o p m e n t  i n  t h e  t h r e e  E a s t e r n
o f

P r o v i n c e s . ^  On l y  f o u r  h u n d r e d . t h o u s a n d  p o u n d s  was  a c t u a l l y

OO
Q- The  t a e l  w a s  a s t a n d a r d  s i l v e r  c o i n  o f  p r o v i n c i a l ,  

i s s u e  u s e d  I n  C h i n a  u n t i l  1 9 3 ^ ,  when  i t  was  r e p l a c e d  by t h e  
y u a n  d o l l a r , .  I n  1 9 1 0 ,  a t a e l  i n  S h a n g h a i  was  v a l u e d  a t  65 
p e r c e n t  o f  a U n i t e d ' . S t a t e s  g o l d ,  d o l l a r .  On t h e  C a n t o n  m a r k e t  
t h e  s ame  y e a r ,  a t a e l  was  v a l u e d  a t  71 p e r c e n t  o f  a U n i t e d  
S t a t e s  g o l d  d o l l a r ,  .The  e s t i m a t e d  v a l u e  o f  a t a e l  I n  C h i n a  
i n  1 9 1 0  was.; 68  p e r c e n t  o f  a U n i t e d  S t a t e s  g o l d  d o l l a r .

D /[ ■
o ' V a r g f  Open Do or  P i p 1 o m a t , p p .  1 0 9 - 1 0 .

39  F i e l d ,  A!rier 1 c a n . C o n s o r 1 1 u m s , p.. -45...'

■'■3-6ibid.



a d v a n c e d  on t h e  C u r r e n c y  R e f o r m  A g r e e m e n t .  C h i n a  s o u g h t  

t e n  m i l l i o n  p o u n d s 6 T h e . R e o r g a n l z a t i o n  L o a n  o f  1913  i n 

c l u d e d  f u n d s  t  o r e p a y  t h i s  . a mount . . 3 (

R e v o l u t i o n  b r o k e  o u t  i n  C h i n a  i n  O c t o b e r  1 9 1 1  a n d  

t e m p o r a r i l y  b r o u g h t  a n  en d  t o  r a i l r o a d ,  c u r r e n c y  a n d  i n -
o Q

d u s t r i a l  n e g o t i a t i o n s  „-) When a n  u n s t a b l e  p e a c e  was  e s 

t a b l i s h e d ,  t h e  s o - c a l l e d  R e p u b l i c  u n d e r  t h e  P r e s i d e n c y  o f
f

Y u a n  S h l h - k i a l ,  ' s o u g h t '  f u n d s  t o  r e o r g a n i z e  t h e  new P e k i n g  

G o v e r n m e n t s  Yu an  o f f e r e d  t o  t h e  c o n s o r t i u m  a " f i r m  o p t i o n  

. o f  u n d e r t a k i n g  t h e  c o m p r e h e n s i v e  l o a n  f o r  g e n e r a l  r e o r g a n i -
o  o

z a t i o n  p u r p o s e s  . ». ■, T h e  c o n s o r t i u m  p o w e r s  w e r e  t o .

u s e  t h i s  o f f e r  t o  s t o p  a l l  l o a n s  t o  C h i n a  o u t s i d e  t h e  c o n 

s o r t i u m .  A. f i n a n c i a l l y  d e s p e r a t e  C h i n a  had. t o  f o r e g o  a n y  

i n d e p e n d e n t  l o a n  n e g o t i a t i o n s .  When J a p a n  a n d  R u s s i a  .w ere 

a d m i t t e d  t o  t h e / i n t e r n a t i o n a l  b a n k i n g  g r o u p  i n ,  J u n e  1 9 1 2 , 

C h i n e s e  s o u r c e s  o f  money w e r e  v i r t u a l l y  s t r a n g l e d  by b a n k e r s  

who s o u g h t  s e c u r e  I n v e s t m e n t s  f o r  t h e i r  'money..  N e g o t i a t i o n s  

w i t h i n  t h e  c o n f i n e s  o f  t h e  c o n s o r t i u m  w e r e  p a i n f u l l y  s l o w , '  

a n d ■a n ' i n t e r n a l l y  c h a o t i c  C h i n a  b a r g a i n e d  away  c o n t r o l  o v e r

t h e  e c o n o m i c  r i g h t s  o f  a s o v e r e i g n  n a t i o n ' b y  p i t t i n g  one
ho ’ ■l e n d e r  a g a i n s t  t h e  o t h e r , .  W i t h o u t  d o u b t  t h e  a d m i n i s t r a t i v e

a n d  t e r r i t o r i a l  I n t e g r i t y  o f  C h i n a  '"was a t  s t a k e .

3 7 p b i d ;. , p p .  -64-6 .5 .

■1 qo ° R o y  W a t s o n  C u r r y ,  Wood r ow W i l s o n  a n d  P a r  E a s t e r n  
P o l i c y  1 .9 1 3 -2 1 , (New Y o r k :  Bookman A s s o c i a t e s ,  1 9 5 7 )  ̂ p .  19*

qo
I b i d .,

t O p i e i d ,  A m e r i c a n  C o n s o r t i u m s ,  p p .  9 8 -IOO.,



I n  t h e  .name o f  t h e  o p e n  d o o r ,  A m e r i c a n  d o l l a r  d i p 

l o m a c y  now h a d  I n t e r e s t s  i n  a l l  o f  C h i n a ’ s r a i l r o a d s ,  i n  

c u r r e n c y  r e f o r m ,  M o n g o l i a n  i n d u s t r i a l  d e v e l o p m e n t '  a n d  t h e  

r e o r g a n i z a t i o n  o f  . t h e  n e w l y  e s t a b l i s h e d  C h i n e s e  R e p u b l i c . ^  

I n  d o i n g  s o  A m e r i c a n  - f o r e i . g n  p o l i c y  p r a c t i c a l l y  f o r c e d  

R u s s i a  a n d  J a p a n  t o .  s e e k  p r o t e c t i o n  o f  - t h e i r ,  i n t e r e s t s  i n
J: p

Ma.nch.url a  a n a  M o n g o l i a .  ' '

The  R e v o l u t i o n  o f  1911  a rid t h e  . s u b s e q u e n t  c h a o t i c  

s t a t e  i n  C h i n a  b r o u g h t  a n  e nd  t o  o r  e f f e c t i v e l y  s l o w e d  a l l  

r a i l r o a d ,  c u r r e n c y  a n d  i n d u s t r i a l - ' n e g o t i a t i o n s . I t  a l s o  

e n d e d - t h e  d i p l o m a t i c  h o p e s  o f  Knox and. S t r a i g h t  /  T h e i r  

e f f o r t s  t o  p r e s s u r e .  A m e r i c a n  c a p i t a l i s t s  t o  i n v e s t .  I n  C h i n a  

■as a means  o f  f o s t e r i n g  t h e  o p e n  door- and.  m a i n t a i n i n g  t h e  

' p o l i t i c a l  a n d  e c o n o m i c ,  i n t e g r i t y  o f  C h i n a  h a d  . f a i l e d .

41A m c r i c a  ' s a c t i o n s  w e r e  c l o s e l y  w a t c h e d  b y . J a p a n  
a n d  R u s s i a .  At  a  s e c r e t ' c o n v e n t i o n  on J u l y  3 0 ,  1907^ R u s s i a  
a n d  J a p a n  a g r e e d '  t o  d i v i d e  M a n c h u r i a  i n t o  R u s s i a n  .and 
J a p a n e s e  s p h e r e s  o f  i n f l u e n c e ;  i n  a d d i t i o n ,  R u s s i a  u n d e r t o o k  
n o t  t o  o b s t r u c t  t h e  f u r t h e r  d e v e l o p m e n t  o f  J a p a n ’ s j j o l i t i c a l  
r e l a t i o n s  w i t h  K o r e a ,  w h i l e  J a p a n  r e c o g n i z e d  R u s s i a ' s  
" s p e c i a l  I n t e r e s t s "  i n . O u t e r  M o n g o l i a .  Due p r i m a r i l y ■t o  
A m e r i c a ' s  a c t i v i t i e s . ,  i n  t h e  F a r  E a s t , -  R u s s i a  a n d  J a p a n  
s i g n e d  a n o t h e r  a l l i a n c e  i n  1 916 . .  'By t h i s  d o c u m e n t  t he -  t w o  
n a t i o n s  . a g r e e d  n o t  to-  p a r t i c i p a t e  i n  a n y  a r r a n g e m e n t  o r .  com
b i n a t i o n  w i t h  a t h i r d  p o w e r  a g a i n s t  t h e -  o t h e r ,  and- s u p p o r t
t h e  o t h e r ' s  C l a i m s  o f  s p e c i a l  r i g h t s  a n d  i n t e r e s t s  i n  t h e  F a r  
Ea s t .

4'2When t h e  f i n a l  n e g o t i a t i o n s  . f o r  t h e  f o u r  p o w e r  
c o n s o r t i u m  w e r e  c o n d u c t e d ,  A r t i c l e  XVI p r o v i d e d  t h a t  i f  
C h i n a  s h o u l d  n e e d  ' f u r t h e r  ■ l o a n s  ' or- f u n d s  t o  c o m p l e t e  t h e  
o p e r a t i o n s  c o n t e m p l a t e d  i n  t h e  a g r e e m e n t ,  t h e  b a n k s  p a r t i 
c i p a t i n g  i n '  t h e  c u r r e n c y  l o a n  s h o u l d  be t h e  f i r s t  i n v i t e d  
t o  p r o v i d e  t h e  f u n d s .  ' J a p a n  a n d  R u s s i a  h a d  b e e n  i n v i t e d  t o  
t h e s e  p r e l i m i n a r y  n e g o t i a t i o n s ,  b u t  f a i l e d  t o  a t t e n d ,  b e c a u s e  
t h e y  v i e w e d  t h e  i n t e r n a t i o n a l  l o a n  f o r  t h e  r e f o r m  o f  C h i n a ' s  
c u r r e n c y  a s  a n o t h e r  v e r s i o n  o f  K n o x ' s  n e u t r a l i z a t i o n  s c h e m e .  
T h u s  J a p a n  a n d  R u s s i a  w e r e  i n  a p o s i t i o n  n o t  t o  be  p a r t y  t o  
f u t u r e  C h i n e s e  l o a n s .  N a t u r a l l y  both .  T o k y o  a n d  S t .  P e t e r s b u r g  
w o u l d  n o t  p e r m i t  t h i s .  V a r g , Open Door  D i p l o m a t ,  p p .  1 1 0 - 1 1 1 .



S e c u r i n g  f o r  A m e r i c a n  b u s i n e s s m e n  e c o n o m i c  o p p o r t u n i t y  h a d

a l s o  f a i l e d . ^3- O n l y  by t y i n g  t h e  c u r r e n c y  l o a n  t o  t h e

R e o r g a n i z a t i o n  Lo a n  d i d  t h e  U n i t e d  S t a t e s  h o p e  t o  ' m a i n t a i n

t h e  o p e n  door,  p o l i c y .  I t  was- h o p e d  t h a t  t h e  c r e a t i o n  o f

t h e  S i x  Power  B a n k i n g  C o n s o r t i u m  w o u l d  s t r e n g t h e n  C h i n a

t h r o u g h  l o a n  a s s i s t a n c e , ^ 4

I f  the-  f a i l u r e  o f  d o l l a r  d i p l o m a c y  i s  t o  be  n o t e d ,

s o  t o o  m u s t  t h e  r o l e  o f  a v e r y  weak  c e n t r a l  g o v e r n m e n t  i n  
4 5

C h i n a .  The  s t r o n g  o p p o s i t i o n  by J a pa n ,  a n d  R u s s i a ,  who 

h a d  no i n t e n t i o n s  o f  m a i n t a i n i n g  a n  o p e n  d o o r ,  c a n  a l s o  be  

c i t e d  a s  r e a s o n  f o r  f a i l u r e  o f  t h e  U n i t e d  S t a t e s  t o  p u t  i n t o  

' o p e r a t i o n  a n  e f f e c t i v e  f o r e i g n  p o l i c y .  T h e  U n i t e d  S t a t e s , '  

p o s i t i o n  d e t e r i o r a t e d ,  f u r t h e r  d u e  , t o  E u r o p e ’ s  s t r u g g l e  t o  

k e e p  t h e i r  b a l a n c e  . of  p o w e r .  To k e e p  t h i s '  b a l a n c e  o f  p o w e r

^ 3 I b i d . ,  p .  1 1 2 .

4 !̂-V e v i e r  , The_ yt_S_.  a n d C h i n a  , p .■ 2 0 0 .

a p o l i t i c a l  c o n d i t i o n s -  i n  C h i n a  d u r i n g  t h e  d e c l i n i n g  
■years  o f  t h e  N i n e t e e n t h  and-  f i r s t  d e c a d e s ,  o f  t h e  T w e n t i e t h  
C e n t u r i e s  w e r e - i n  a c o n s t a n t  s t a t e ,  o f  f l u x  a n d  d i s o r g a n i z a 
t i o n ,  P e k i n g  r e m a i n e d  t h e  c e n t r a l  s e a t  o f - g o v e r n m e n t  f o r  t h e  
C h i n e s e  E m p i r e  a n d  l a t e r  t h e  R e p u b l i c : '  h o w e v e r ,  o f f i c i a l s  i n  
P e k i n g  w e r e  n e v e r  a b l e  t o  c o n s o l i d a t e  t h e  v a r i o u s  p r o v i n c e s  
I n t o  o ne  p o l i t i c a l  u n i t  .. I n ' m o s t  i n s t a n c e s , t h e  v a r i o u s  p r o 
v i n c e s  w e r e  a u t o n o m o u s , '  c o n t r o l l i n g  t h e i r  own t a x e s ,  c u r r e n c y  
a n d  l e g a l  s y s t e m s .  A f t e r  t h e  r e v o l u t i o n  i n  1 9 1 b -  Yuan  
S h i h - k ’a i  g a i n e d  c o n t r o l  o f  t h e  t r a d i t i o n a l  s e a t  o f  C h i n a ' s ■ 

' G o v e r n m e n t  i n  P e k i n g  a n d  l e n t  some s e m b l a n c e  o f  o r d e r  t o  t h e  
c o u n t r y ; ,  ho we ve r - , -. m i l i t a r y ,  s t r o n g m e n  . In t h e  v a r i o u s ,  p r o v i n c e s  
c o n t  r  o 11 e d mu c h o f  t  he  ' p o l ' i  t  i c  a 1 p o w e r , e. s p e c  l a  l l y  i n  t h e  
S o u t h  o f  China . .  A t t e m p t s  t o  c o n s o l i d a t e  t h e  v a r i o u s  m i l i t a r y  
f a c t i o n s  w i t h  P e l t i n g  d u r i n g  t h e  y e a r s  o f  t h e  R e p u b l i c  f a i l e d .  
A f t e r  Yuan  S h i h - k ' a i ’ s d o w n f a l l  i n  1 9 16  p o l i t i c a l  a u t h o r i t y  
i n  C h i n a ,  i n  t h e  m a i n ,  h a d  r e t u r n e d  t o  t h e  h a n d s  o f  t h e  w a r 
l o r d s .  D u r i n g  a l l  t h e  p o l i t i c a l  n e g o t i a t i o n s  o f  t h e  S e c o n d .  
C o n s o r t i u m ,  f o r e i g n  n a t i o n s  d e a l t  w i t h  t h e  - t r a d i t i o n a l  g o v e r n  
rnent i n .  P e k i n g ,  b u t  c l e a r l y  P e k i n g  p o l i t i c a l l y ,  c o n t r o l l e d  a 
l i m i t e d  a r e a  o f  C h i n a .
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i t  was  o f t e n  . n e c e s s a r y  t o  t r a n s f e r  t h e i r  c o a l i t i o n s  t o  t h e  

F a r  E a s t . '

D e s p i t e  t h e  l ack ,  o f  s u c c e s s  f o r  d o l l a r  d i p l o m a c y ,  

t h e  o p e n  d o o r  p o l i c y  o f  J o h n  Hay h a d  g o n e  t h r o u g h  a n  e n 

l a r g e d  i n t e r p r e t a t i o n  d u r i n g  t h e  T a f t  a d m i n i s t r a t i o n .



CHAPTER I I  

Woodrow W i l s o n . ,  A m e r i c a n  C a p i t a l  

a n d  C h i n a ;  1 9 1 2 - 1 6

On M a r c h  A^ 1913  Woodrow W i l s o n  b ec am e  P r e s i d e n t  o f  

t h e  U n i t e d  S t a t e s ^  a n d  a p p o i n t e d  W i l l i a m  J e n n i n g s  B r y a n  a s  

h i s  S e c r e t a r y  o f  S t a t e .  W i t h  t h e  P r e s i d e n c y  a n d  S t a t e  

D e p a r t m e n t  i n  t h e i r  c h a r g e , ,  d o l l a r  d i p l o m a c y  s l i p p e d  i n t o  

h i s t o r y .  A c c o r d i n g  t o  W i l s o n  t h i s  p o l i c y  s e e m e d  t o  t o u c h  

u p o n  t h e  v e r y . a d m i n i s t r a t i v e  i n d e p e n d e n c e  o f  C h i n a .  A c c o r d 

i n g  t o  on e  s c h o l a r . ,  h o w e v e r ,  t h e r e

i s  no  i n d i c a t i o n  t h a t  t h e  a d m i n i s t r a t i o n  s o u g h t  
t o  c h a r t  a new c o u r s e  i n  F a r  E a s t e r n  A f f a i r s  a s  
s u c h , .  I t  s o u g h t  p r i m a r i l y  ' t o  v o i c e  i t s  p o s i t i o n  
i n  r e l a t i o n  t o  r e q u e s t i n g  t h e ' A m e r i c a n  g r o u p  t o  
r e m a i n  i n  t h e  C o n s o r t i u m  n e g o t i a t i o n s . A '

Woodrow W i l s o n  p u b l i c l y  w i t h d r e w  g o v e r n m e n t  s u p p o r t

f r o m  t h e  A m e r i c a n  b a n k e r s ,  o n  M a rc h  1 9 . T h e  n e x t  d a y .  t h e

A m e r i c a n  g r o u p  met  i n .  New Y o r k  a n d  a n n o u n c e d  t h a t  t h e y  w e r e
p

no  l o n g e r  no  l o n g e r  p a r t y  t o  t h e  C h i n e s e  b a n k i n g  c o n s o r t i u m .  

T h e  b a n k e r s  h a d  w i s h e d  t o  w i t h d r a w  p r e v i o u s l y ^  b u t  h a d  b e e n  

p u r s u a d e d  t o  r e m a i n  by t h e  S t a t e  D e p a r t m e n t ,  The  U n i t e d  

S t a t e s  ' d e l e g a t e d  i t s .  c o n s o r t i u m  b a n k i n g  c o m m i t m e n t s  t o  t h e

1-Curry ■ Woodr  ow Wi I s o n , p  . ■ 22 .

2 I b i d .

3I b i d . , p . 2 1 .



I n t e r n a t i o n a l  Ban Icing . Cor  p o r a t i o n  i n  C h i n a  , a J. P. M o r g a n  

f i r m  w h i c h  r e t a i n e d  C h i n a f s l o a n  a g r e e m e n t s  u n t i l  t h e y  w e r e  

r e p a i d . ; '  A f t e r  t h e ■ c o n c l u s i o n  o f  t h e  r e o r g a n i z a t i o n '  l o a n  

w i t h ' t h e  r e m a i n i n g  C o n s o r t i u m  n a t i o n s ,  a l l  A m e r i c a n  money

a d v a n c e s  ■ w e r e  r e p a  i c l , '  w . i t h  f u n d s  f r  o m  ’ t h e  r e o r g a n i z a t i o n  '

T 4. l o a n ,

I n ' h i s  s t a t e m e n t  r e g a r d i n g  U n i t e d  . S t a t e s  w i t h d r a w a l

f r o m  t h e  . C o n s o r t i u m ,  .’Wi l son -  s a i d  t h a t  h e  d i d  n o t  w a n t  t h e

U n i t e d  S t a t e s  ' t o  "be  p a r t y  t o  c o n d i t i o n s , " t h a t  w o u l d  " t o u c h

v e r y  n e a r  l y  u p o n  t h e  a d m i n i s t r a t  i v e  i n d e p e n d e n c e  ' o f  C h i n a

i t s e l f c " 5  T h i s  i n d e p e n d e n c e  w o u l d  be '  m a r r e d ,  t h e  P r e s i d e n t

b e l i e v e d ,  by p l e d g i n g  s p e c i f i c  t a x e s  f o r  a  l o a n ,  a n d  by

n o n - C h i n e s e  n a t i o n a l s  a d m i n i s t e r i n g  t h e  c o l l e c t i o n  a n d  d i s -
■>

p e r  s a l  o f  t h e s e  - t a x e s . He b e l i e v e d .  I n  . c o n t i n u e d  A m e r i c a n  

t r a d e  and. . i n v e s t m e n t  i n  C h i n a ,  b u t  o n l y  i f  i t .  a i d e d  i n  

d e v e l o p i n g  C h i n a .  H i s  s t a t e m e n t  c o n c e r n i n g  t h e  c o n s o r t i u m  

c l o s e d ;  "Our  i n t e r e s t s ,  a r e '  t h o s e  o f  t h e  . o p e n  . d o o r - - a  d o o r  

o f  f r i e n d s h i p  a n d  m u t u a l  a d v a n t a g e .  T h i s  i s  t h e  o n l y  d o o r  

we c a r e  t o  e n t e r . . W i l s o n  had- c h a r t e d  a n  I n d e p e n d e n t  c o u r s e  

i n  C h i n a .  T h i s  c o u r s e  was  a i m e d  a t  d e f e n d i n g  t h e  U n i t e d  

S t a t e s ’ t r a d i t i o n a l  f r i e n d s h i p  w i t h  C h i n a .  W i l s o n  p u t  em

p h a s i s  on  " p o l i t i c a l  example. ,  a n d  m o r a l  e n c o u r a g e m e n t ,  " r a t h e r  

t h a n  " f i n a n c e  a nd '  c o mme r c e , ■

^ F i  e I d , Ch 1 na  Cons o r 1 1 u m s , p  . 117  - 

^ F o r e i g n  R e l a t i o n s , 1913* V o l .  I ,  p .  ~1J0,

'6 l b l d . , p .  .171-

7 P a u l  S .  R e i n s c h ,  An A m e r i c a n  D i p l o m a t  I n  China. ,  (New 
Y o r k ;  1922. )  p. -p.  63 -   ̂ '



To I m p l e m e n t  h i s  p o l i c y * W i l s o n  c h o s e  t o  r e c o g n i z e  

t h e  n e w l y  e s t a b l i s h e d  R e p u b l i c  i n  C h i n a  a s  e a r l y  a s  May 2 /  

1 9 1 3 . '  R e c o g n i t i o n  w o u l d  s e r v e  t o  s t r e n g t h e n  t h e  e x i s t i n g  

c e n t r a l  g o v e r n m e n t  i n  C h i n a  a n d  h o p e f u l l y  e x p r e s s  f r i e n d 

s h i p ,  S e c o n d l y *  P a u l  S -■ - ' H e i n s c h j  a P r o f e s s o r  a t  t h e  U n i v e r s i t y  

o f ' W i s c o n s i n * ;  a c c e p t e d  t h e  p o s i t i o n  o f  M i n i s t e r  t o  Ch i na . .

A s t u d e n t  o f  F a r  E a s t e r n  a f f a i r s ,  h e  s e r v e d  t h e  S t a t e  

D e p a r t m e n t  w e l l *  b u t  n o t  w i t h o u t  c o n t r o v e r s y ^  f o r  s i x  y e a r s .

H i s  o b s e r v a t i o n s  a n d  r e p o r t s  w e r e  • m os t  e x t e n s i v e .  He r e c o g 

n i s e d  t h e  n e c e s s a r y  t i e  b e t w e e n  E a s t  a n d  Wes t '  and. t h e  i n 

e v i t a b l e  r i s e  o f  J a p a n  t o  t h e  s t a t u s  o f  a w o r l d  p o w e r .  T h e s e
. 0

o b s e r v a t i o n s  h e  r e a d i l y  r e l a y e d  t o  t h e  S t a t e  D e p a r t m e n t .

R e i n s c h  l e f t  on Nov emb er  13* 1913  ' f o r  C h i n a .  Once 

t h e r e . h e  q u i c k l y  s e t  o u t  t o  a i d  t h e  ' d e v e l o p m e n t . o f  h e r  

i n d u s t r i e s *  g o v e r n m e n t  a n d  p e o p l e .  B a s e d  on h i s  e a r l y  o b 

s e r v a t i o n s *  ' R e i n s c h  w r o t e  ' . t h e  S t a t e  D e p a r t m e n t  t h a t  t h e  f i e l d  

r e m a i n e d  w i d e  o p e n  f o r '  r e s u m p t i o n  o f  A m e r i c a n  i n t e r e s t  i n  

C h i n e s e ,  c u r r e n c y  r e f o r m  a n d  i n  a c u r r e n c y  l o a n .  T h e . C h i n e s e

o •
u J u s  t  how c 1 o 3 e i y  Re i n s  c h  f  o 1 Lowed Wi 1 s on a nd B r y a n f s 

i n s t r u c t i o n s  i s  h o t  c l e a r .  He obeyed,  o r d e r s *  b u t  h a d  a 
d e f i n i t e  mind  o f  h i s  own.  He w r o t e :  " I  h a d  e n t i r e l y  made
u p  my mind,  on t h e  p r i m a r y  i m p o r t a n c e  o f  A m e r i c a n  p a r t i c i p a - 
t i o n . i n  t h e  i n d u s t r i a l  a n d  e c o n o m i c  d e v e l o p m e n t  o f  C h i n a . "
He s t a t e d  f u r t h e r  t h a t  he  b e l i e v e d  t h a t  p o l i t i c a l  m a t t e r s  
I n c l u d e d  commerce*,  f i n a n c e  a n d  I n d u s t r y .  R e i n s c h *  An 
A me r  i  c a n D i  p  1 o rna t  * ' p .  6 4 .  A c c o r d i n g  t o  B u r t o n  F ,  B e e r s *  
R e i n s c h  r s a c t i o n s  d r o v e  C h i n a  i n t o  J a p a n * ' s  .p o l i t i c a l - c a . m p  
B u r t o n  F .  B e e r s *  Va 1 n 5 n d e a v o r  * R o b e r  t  La n s 1 n g f s A11 e trip t  
t o  End t h e  ,. A m e r i c a n - J a p a n e s e '  R i v a f r y  ( D u r h a m :■ Duke_
U n i  v e r  s  i  t  y  Pi" e s s *: X9 b2 ) ,  p p .  9 9 - 1 0 0 .



u r g e d  A m e r i c a n  p a r t i c i p a t i o n . 9  F i r s t  w o u l d  be  t h e  H u a i  

R i v e r  ' V a l l e y ,  a f e r t i l e  v a l l e y - p l a g u e d  w i t h  s p o r a d i c  f l o o d 

i n g ,  I n  19 11  t h e  Red  C r o s s ,  p r o v i d e d  f a m i n e  r e l i e f  a n d  h i r e d ,  

a n  A m e r i c a n  e n g i n e e r  t o  s u r v e y  f o r  f l o o d  c o n t r o l .  R e i n s c h  

w a n t e d  t o  k e e p  t h e  p r o j e c t  i n  A m e r i c a n  h a n d s . A n  a g r e e 

m en t  s i g n e d  on J a n u a r y  27* 1 9 H  p r o v i d e d  f o r  t h e  A m e r i c a n
. 11 

Red C r o s s  t o  p a r t i c i p a t e  i n  t h e  H u a i  R i v e r  V a l l e y  p r o j e c t .

W i l s o n 1s. p o s i t i o n  on A m e r i c a n  c a p i t a l  i n  C h i n a ,  W o r l d  War I ,

a n d  C h i n e s e  u n r e s t  k e p t  A m e r i c a n  f i n a n c i e r s  f r o m  o f f e r i n g  t o

f l o a t  b o n d s  e v e n  t h o u g h  t h e  Red C r o s s  h a d  e n g a g e d  t h e  J .  G.

. W h i t e  C o r p .  t o  m a k e 1a p r e l i m i n a r y  s u r v e y  o f  t h e  H u a i  R i v e r

V a l l e y .  P r i v a t e  s o u r c e s  o f  money w e r e  s o u g h t ,  b u t  t o  no

a v a i l .  The  C h i n e s e  t h e n  e x t e n d e d  t h e  o p t i o n  f o r  a y e a r , . '  a n d

i n  J a n u a r y  19 1 6  f o r .  f o u r  m o n t h s  m o r e . ^

A n o t h e r  a t t e m p t  a t  p r i v a t e  i n v e s t m e n t  i n  'China

c e n t e r e d  a r o u n d  a, s m a l l  l o a n  by L e e ,  H i g g i n s o n  a n d  Co.  o f .

B o s t o n .  T h i s  l o a n  was  p r i m a r i l y  t h e  w o r k  o f  a n  A m e r i c a n ,

^Department' o f  S ta t e  Papers. R e la t in g  t o  the  I n t e r n a l  
A f f a i r s  o f  China 1910-1929* 8 9 3 o 1 /1 5 0 1 - 1 6 6 5 ♦ M icrof i lm  
Role 149* 'Frame 2 2 /  H ereafter  c i t e d  as S ta t e  Papers- R e la t in g  
t o  C h i n a , -  with a n o ta t io n  of  the  m ic r o f i lm 1s' r o l e  number a n d  
the  frame wherein the  informat ion . i s  l o c a t e d . This,  method 
o f  f o o t n o t i n g  was chosen because the  S ta t e  Department Papers  
d e a l in g  with  .the I n te r n a l  A f f a i r s  o f  China were not always  
c h r o n o l o g i c a l l y  f i lm ed by the  .Department f i l e  number. The  
author t r u s t s  the  l o c a t i o n  of  t h e s i s  m a te r ia ls  w i l l  be fa c i~ .  
l i t  a ted' by a. c i t a t i o n ' o f  a m icrofi lm  frame'number ra th er  
than •a c i t a t i o n  of  the .document, and the  Department f i l e  
number'.

• /  '

1 Or c i  n p c h , An A men lea n  Dip 1 oma t , p.. 65  .

1 -'-For ei.gn Re la 1 1 o n s , Vo.l. 1 , 1 9 14,' p p . 95-119•

1  ̂Curry, W o o d r  o w W1 I s  o n , . pp .  1H- 6 —If T .



. G u i o n  G e s t ,  who h a d  b e e n  t r a v e l i n g  i n  C h in a ' .  I n  a n s w e r  t o

h i s  . i n q u i r y ,  on Mar c h  2 7 ,  3.915 B r y a n  w r o t e  G e s t  . t h a t  t h e

U n i t e d  S t a t e s  w i l l

■ g i v e ,  s u b j e c t ,  o f  c o u r s e ,  t o  e x i s t i n g ' o b l i g a 
t i o n s  - o f  t h e  G o v e r n m e n t  o f  C h i n a ,  a.11 p r o p e r  

■ d i p l o m a t i c  s u p p o r t  t o . a n y  l e g i t i m a t e  e n t e r p r i s e  
o f  t h e ^ c h a r a c t e r  t o  w h i c h  i t s  c i t i z e n s  a r e  
p a r c y , .  "h

. T h r o u g h  G e s t *  C h i n a  a p p o i n t e d  H i g g i n s o n . '  a s  t h e i r  f i s c a l  

a g e n t , '  T h i s  a p p o i n t m e n t  h a d  .as  ' i t s  p u r p o s e - t h e  h o p e  t h a t  

H i g g i n s o n  could-  a c q u i r e  t h e  l e g a l  r i g h t  t o - p l a c e  b o n d  

I s s u e s  f o r  t h e  r e h a b i l i t a t i o n  o f  t h e  Bank  o f  C h i n a  on  t h e  

A m e r i c a n  marke t , -LG p-Q-g u n t i l  A p r i l - .  3* 1 9 1 6  d i d  . t h e  n e g o 

t i a t i o n s  g o  f a r  e n o u g h  f o r  L e e ,  H i g g i n s o n  a n d  Co.  t o  a d v a n c e  

$ 1 , 0 0 0 ,0 0 0  on a $ 5 , 0 0 0 ,0 0 0  l o a n .

To f u r t h e r  c o m p l i c a t e  t h e  s i t u a t i o n  i n  e a r l y  19-1-5* 

' J a p a n  i s s u e d  h e r  T w e n t y - O n e  Demands  u p o n  C h i n a ,  C h i n a ’ s 

■ i n e v i t a b l e ,  s u r r e n d e r  t o  t h i s  u l t i m a t u m  on May 8 , m e a n t  a 

v i r t u a l .  J a p a n e s e  s t r a n g l e h o l d  on C h i n a ,  e s p e c i a l l y  i n  

M a n c h u r i a  a n d  S h a n t u n g .  U s i n g  t h e  T w e n t y - O n e  Demands ’, '

J a p a n  w o u I d ■c l a i m p r i o r I t y  on  f u t u r e  a t t e m p t  s a t  A m e r i c a n  

l o a n s . ^

Due p r i m a r i l y  t o  R e i n s c h 1s i r g i n g s , B e t h l e h e m  S t e e l  

e x p r e s s e d  d e s i r e s  t o  . f i n a n c e  a C h i n e s e  n a v a l  e s t a b l i s h m e n t . 

I n  r e p l y . t o  ' R e i n s c h ’ s i n q u i r y ,  B r y a n  on May 2 1 ,  1 914  w r o t e

1 3 s t a t e  P a p e r s  R e l a t i n g  t o  C h i n a ,  893 * 5 1 / 1 5 , 0 1 - 1 6 6 5 *  
. R o l l  3.49* F rame  3 3 1 ,  ' : 1

1^ I b l d . F r a m e  4 4 6 .

-'•9)i b l d . F r a me  6 5 4 ,

-*■̂ C . u r r y , I!ood r o  w' Y ii i s o n ,  p . 1 4 7 .  ‘
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t h a t  i f .  t h e  J a p a n e s e  o b j e c t e d  t o  B e t h l e h e m  S t e e l ’ s i n v o l v e 

m e n t ,  t h e  i n v e s t m e n t '  w o u l d  be  u n w i s e . ^  Th e  M i n i s t e r ,  r e 

p l i e d  t w o  -days  l a t e r  t h a t  J a p a n e s e  o b j e c t i o n s  w e r e  b a s e d  on

d e s i r e  of s p e c i a l  r i g h t s  in  F u k i e n . '. S p e c ia l  r i g h t s ,  he
18c o n t i n u e d . ,  w e r e  a v i o l a t i o n  o f  t h e  o p e n  d o o r .  R e i n s c h  

r e i t e r a t e d  on May 2 6  t h a t  J a p a n ’ s d e s i r e  f o r  s p e c i a l  r i g h t s  

i n  F u k i e n  v i o l a t e d  t h e  o p e n  d o o r ,  a n d • a d d e d  t h a t  W a s h i n g t o n -  

s h o u l d  r e s i s t  t h e  . J a p a n e s e  a t  (gitud.e . C h i n a , ,  he  w r o t e  ' B r y a n ,  

l o o k s  ho.  t h e  U n i t e d  S t a t e s  a s  a " p r o t e c t o r  o f  i t s  i n t e g r i t y , .  M̂ 9 

T he  H i g g i n s o n  l o a n  c a u s e d  some e x c i t e m e n t  i n  t h e  

U n i t e d  S t a t e s ,  e s p e c i a l l y  among  f o r m e r  C o n s o r t i u m  m e m b e r s .  

D e s p i t e  t h e  e x c i t e m e n t  a n d  P e k i n g ’ s  n u m e r o u s  a t t e m p t s - t o
o nsecure  lo a n s  from th e 'U n i t e d  S t a t e s ,  the  Wilson p o l i c y  con

t in u e d  t o  r e s t r a i n  loans  to  China. Nothing- would' be done un-
21l e s s  t h e r e - w a s  o f f i c i a 1- i n d o r s e m e n t . W i l s o n ’ s  i d e a  o f

d e m o c r a c y  c a n n o t  be  f a u l t e d  c o m p l e t e l y .  Th e  c o n t i n u o u s  

s t a t e  o f  p o l i t i c a l  d i s c o r d  i n  C h i n a  made f l o a t i n g  b o n d s  i n
■ 22 -'t h e  U n 1 1 e d  S t a t e s  v i r  t u a 1 l y . i m p o s s i b l e . ~ ‘ E v e n  f a c t i o n s  

w i t h i n  C h i n a  s t r o n g l y  o b j e c t e d  t o ' - a n y  l o a n s  t o  t h e  t h e n ,

P e k i n g  g o v e r n m e n t  o f  Yu an  S b i h - k ’a i .  S u n - Y a t - S e . n ,  a leader

^ S t a t e  P a p e r s  R e l a t i n g  t o  C h i n a , 8 9 3 . 5 l / . 1 5 ° l ” l 6 6 5 *  
R o l l  149*. Frame '  "58 .

' - ^ J b i d .  F r a m e  8 1 . .  

l;9l b l d . Frame 112.

^ Ibid  . Frame 2 2 9 .

21I b l d . Frame 302.

^ ^ I b i d ’. Fra me 2 3 6 .



o

o f  t  h e  Ch fine s e , S o u t  h e r  n f a  c t  i  on , wr o f  e W i  I s  on  a s k i n g  h i m  n o t
po

t o  l o a n  money t o  t h e  c o r r u p t  N o r t h e r n  G o v e r n m e n t .  J J a p a n e s e  

o b j e c t i o n s  v i a  h e r  T w e n t y - O n e  Demands  t o  . A m e r i c a n  l o a n s ,  

o l d  c o n s o r t i u m  r e s t r i c t i o n s ,  a n d  t h e  o u t b r e a k  o f  W o r l d  War I  

w e r e  a l s o  d e c i s i v e  c o n s i d e r a t i o n s  a t  t h i s  t i m e . .

S t a t e  D e p a r t m e n t  o p i n i o n ,  a n d  w i t h  i t  W i l s o n ’ s ,  

b e g a n  t o  c h a n g e  w i t h  t h e  a p p o i n t m e n t  o f  R o b e r t  L a n s i n g  a s  

S e c r e t a r y  o f  S t a t e .  The  W a s h i n g t o n  P o s t , on  A u g u s t  1 9 ,  1 9 1 5 ,  

n o t e d :

A l t h o u g h  n o  d e f i n i t e  a n n o u n c e m e n t s  w e r e  f o r t h 
c o m i n g  f r o m  o f f i c i a l  c i r c l e s  f o l l o w i n g  c p n -  

. T e r e n c e s  t h e  M i n i s t e r  / R e i n s c h /  h a d  w i t h  t h e  
P r e s i d e n t  a n d  S e c r e t a r y  o f  S t a t e  L a n s i n g ,  t h e r e  . 
i s  s t r o n g  r e a s o n  t o  b e l i e v e  t h a t  t h e  a d m i n i s 
t r a t i o n  . w i t h o u t  p l a c i n g  t h e  U n i t e d  S t a t e s  
G o v e r n m e n t  i n  t h e  p o s i t i o n  o f  a- g u a r a n t o r  

■ w i l l  s e e k  t o  e n c o u r a g e  A m e r i c a n  f i n a n c i a l  
i n t e r e s t s  t o  o p e n  t h e i r  p u r s e s  t o  t h e  C h i n e s e

. G o v e r n m e n t . 2 4

A n o t h e r  h e a d l i n e  r e a d :  " A m e r i c a n  d o l l a r s  may- b e  m a t c h  f o r

J a p ’ s d i p l o m a c y . n25. By t h e  e n d  o f  1915  t h e  S t a t e  D e p a r t m e n t  

. a n d  W i l s o n  b e g a n  a c t i v e l y ,  t o  s o l i c i t  l o a n s  t o  p r o p  u p  t h e  

P e k i n g  G o v e r n m e n t  a n d  h o p e f u l l y  t o  r e h a b i l i t a t e  C h i n a .

W a s h i n g t o n ’ s a t t i t u d e  c h a n g e  on c a p i t a l  i n v e s t m e n t

i n  -China  a n d  W o r l d  War I . t r a d e  c o m b i n e d  w i t h  c o n t i n u e d  u r g -
(

i n g s  by R e i n s c h  f o r  A m e r i c a n . i n v e s t m e n t  i n  C h i n a  l e d  t o  t h e  

A m e r i c a n  I n t e r n a t i o n a l  C o r p o r a t i o n ’ s i n t e r e s t  i n  t h e  H u a i  

R i v e r .  Th e  U n i t e d . S t a t e s  c o n t i n u e d  i t s  i n v o l v e m e n t  t h p o u g h  

i t s  Red  C r o s s .  A c c o r d i n g l y ,  on J a n u a r y  3 1 /  1 9 1 6 ,  t h e  C h i n e s e .

2 3 S t a t e  P a p e r s  R e l a t i n g  t o  C h i n a ,  8 9 3 - 5 1 / 1 5 0 1 - 1 6 6 5 . ,  
R o l l  1 4 9 ,  b'rb.me;2'J2'~-T3 "
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extended the  Red Cross op t ion  for  re c la m a t io n  o f  the  Huai 

River V a l l e y .  In examining t h i s  venture the  American 

I n t e r n a t i o n a l  Corp. sought out the  p o s s i b i l i t y  o f  r e n o v a t in g  

the  Grand Canal where i t  b i s e c t e d  the  Huai R iv e r .  Eventu

a l ly , ,  a su b s id ia r y  of  th e  American I n t e r n a t i o n a l - C o r p . , the
p gSiems-Carey Co., assumed c o n t r o l  o f  the  Red Cross o p t io n .  u

The' Huai River involvement l e d  t o  an A p r i l  19* 1916

c o n c lu s io n  o f  a $ 6 ,0 0 0 ,0 0 0  loan between China and the

American I n t e r n a t i o n a l  Corp. The loan agreement a l l o c a t e d

the  money for  Improvement o f  the  Grand Canal in  Shantung 
27and C h i h l i .  Using the  Twenty-One Demands* Japan claimed  

p r i o r i t y  on the  Grand Canal lo a n s .  The American I n t e r n a t i o n a l  

Corp. agreed t o  Japanese c o o p e r a t io n .  China, h e l p l e s s  t o  do 

•o therw ise ,  accep ted  the  j o i n t  ven ture .  The Chinese and 

American Governments were not Informed In advance o f  the  

I n t e r n a t i o n a l  C orp ora t ion fs d e c i s i o n ; t o  cooperate  w ith  Japan. 

N a tu ra l ly  the  Chinese r e s e n te d  th is . ,  because as Reinsch  p o in ted  

out ,  the  cana l  would serve  Japanese p e n e tr a t io n  o f  Kiangsu 

P rov ince .  Lansing and Wilson d i s l i k e d  investm ent co o p era t io n  

on the  Huai River p r o j e c t ,  but the  S ta t e  Department a l lowed  

the  venture t o  con t inu e  in  order to  keep American I n t e r n a t i o n a l
p p

Corporation i n t e r e s t e d  in  Chinese in vestm en t .  The American

I n t e r n a t i o n a l  Corporation, u n l ik e  the  S ta te  Department, was

p r im a r i ly  concerned w ith  th e  economic b e n e f i t s  der ived  from 
co o p er a t io n  with  Japan.

26curry ,  Woodrow W ilson , p. 1 k rJ .

2 7 i b i d .

2 °B eer s ,  Vain Endeavor3 pp. 81 -82 .



W a s h i n g t o n ’ s a t t i t u d e  f o s t e r e d  i n t e r e s t  i n  o t h e r  

p r o j e c t s .  B y - M a r c h  17 ,  1 9 1 6 t h e  S i e m s - C a r e y  Co.  s o u g h t  o u t  

a n d  r e c e i v e d  an'  a g r e e m e n t  f r o m  t h e  P e k i n g  G o v e r n m e n t  t o  

b u i l d  1 , 5 0 0  m i l e s  o f  r a i l r o a d ' .  F i v e  l i n e s  w e r e  p r o p o s e d .  

O b j e c t i o n s  w o u l d  be o v e r c o m e  by g i v i n g  r i g h t s  t o  b u i l d  

e l s e w h e r e .  T h i s  a g r e e m e n t  n e v e r  g o t  b e y o n d  t h e  e a r l y  

s t a g e s  o f - n e g o t i a t i o n . d u e  t o ' c o u n t e r  c l a i m s  by o t h e r  

c o u n t r i e s  i n v o l v e d  i n  C h i n e s e  r a i l r o a d ;  d e v e l o p m e n t ,  e s 

p e c i a l l y ,  t h e  E n t e n t e  P o w e r s  I n v o l v e d  i n . t h e  f i r s t
■ ? QC o n s o r t i u m , . - -'

Th e  W i l s o n  a d m i n i s t r a t i o n  s u p p o r t e d  b o t h  t h e  c a n a l  

•■and r a i l r o a d '  n e g o t r a t i o n s . o f  t h e  S i e m s - C a r e y  Company.  

F a i l u r e  o f  these p r o j e c t s  c a n  be p l a c e d  w i t h  t h e  " g e n e r a l  

f a t e  o f  A m e r i c a n  i n d u s t r i a l ,  d e v e l o p m e n t  I n  C h i n a  t h r o u g h o u t
f) .t h e  p e r i o d .

E v e n  t h o u g h  I t  i s  d o u b t f u l  t h a t  W i l s o n  r e a l i z e d  

how much g o v e r n m e n t  s u p p o r t  w o u l d  be n e e d e d  t o  g e t .  A m e r i c a n  

c a p i t a l  i n t o  C h i n a ,  he  d i d  make a n  o v e r t  e f f o r t  i n  t h a t  

d i r e c t i o n .  p r e s i d e n t  F r a n k  J .  Goodnow o f  J o h n  H o p k i n s  

U n i v e r s i t y  r e c e i v e d  a l e t t e r  f r o m  W e s t e l  W i l l o u g h b y ,  c o n 

s t i t u t i o n a l  a d v i s e r  t o  t h e  P e k i n g  G o v e r n m e n t .  . W i l l o u g h b y , ,  

who h a d  s u c c e e d e d  Goodnow i n  C h i n a ,  i n q u i r e d  a b o u t  p l a c i n g  

a. one  t o  t wo  h u n d r e d  m i l l i o n  d o l l a r  l o a n  on t h e  A m e r i c a n  

m a r k e t .  T h e  l o a n ,  i f  a d v a n c e d ,  w o u l d . g o  f o r  b a n k i n g ,  a n d

^ T i e n - y i  L i ,  Woodrow W i l s o n ’ s C h i n a  P o l i c y , (New 
Y o r k :  U n i v e r s i t y  o f  K a n s a s  P r e s s - T w a y n e  P u b l i s h e r s ,  1 9 5 2 ) ,
pp.-  190-92- .

3 0 c u r r y ,  Woodrow W i l s o n ,  p .  148 .



c u r r e n c y . r e f o r m  a n d  l a n d  t a x e s  p r o v i d e d  s e c u r i t y .  . H o w e l l  

G r i s w o l d ,  a J o h n .  H o p k i n s 1 g r a d u a t e  t o o k  c o n t r o l  o f  t h e  s i t u a 

t i o n .  G r i s w o l d  w r o t e  W i l s o n  s e e k i n g  h i s  a n d  S t a t e  D e p a r t m e n t /

a p p r o v a l  o f  t h e  v e n t u r e .  I n  s p i t e  o f  t h e  e v e n t u a l  s a n c t i o n  
* ,

o f  P r e s i d e n t  W i l s o n ,  t h e ;  n e g o t i a t i o n s  p r o v e d  f u t i l e .  W i l s o n ' s

a p p r o v a l  was  c o n s t r a i n e d  by h i s  b e l i e f  t h a t  i t  was  c o n t r a r y

t o  a d m i n i s t r a t i o n ,  p o l i c y  t o ' h a v e  t h e  U n i t e d  S t a t e s  G o v e r n m e n t
a 1

b ecome a c o l l e c t o r  o f  d e b t s .

D e s p i t e  a l l  t h e  n e g o t i a t i o n s , by May 3 0 ,  ' 191-6,  o n l y

t w o  l o a n s  h a d  b e e n  a c t u a l l y  c o m p l e t e d :  t h e  L e e ,  H i g g i n s o n

a n d  Company l o a n  o f  $ 5 , 0 0 0 ,  0 0 0  w i t h  no  s p e c i f i c  s e c u r i t y

a n d  t h e .  A m e r i c a n  I n t e r n a t i o n a l  C o r p o r a t i o n ' s  $ 6 , 0 0 0 , 0 0 0

l o a n  f o r  t h e  i m p r o v e m e n t  o f  t h e  G r a n d  C a n a l . 32 R e i n s c h

w r o t e  t h e  S t a t e  D e p a r t m e n t  n o t i n g  t h e  f u t i l i t y  o f  s m a l l

a d v a n c e s  w h i c h  o n l y  s e r v e d  t o  i r r i t a t e  o p p o s i t i o n  w i t h o u t

a f f o r d i n g  s u b s t a n t i a l  r e l i e f .  What  was  n e e d e d ,  h e  b e l i e v e d ,

was  a s u b s t a n t i a l  r e o r g a n i z a t i o n  l o a n . - ^  The'  C h i n e s e  money

s i t u a t i o n  r e m a i n e d  d e s p e r a t e .  T e r m s  o f  t h e  1912  c o n s o r t i u m

r e s t r i c t e d :  b o r r o w i n g  f r o m  s o u r c e s  o u t s i d e  t h e  c o n s o r t i u m .

F u r t h e r  i n t e n s i f y i n g  C h i n e s e  n e e d s  was  i n f l a t i o n  c a u s e d  by

t h e  p r o f i t a b l e  h e a v y  e x p o r t  o f  s i l v e r  f r o m  t h e  . c o u n t r y .

T h i s  i n f l a t i o n  w o u l d  c o n t i n u e  f o r  C h i n a  u n t i l '  t r a d e  i m p r o v e d
■Rj. ■ -a f t e r  t h e  c o n c l u s i o n  o f  W o r l d  War 1 . ^

3 ^ i b i d , p p .  ' 1 4 9 - 5

3 2 g t a t e .  P a p e r s  R e l a t i n g  t o  C h i n a , 8 9 3 • 5 1 / 1 5 0 1 - 1 6 6 5  ̂
R o l l  1^9* F r a m e  6 9 2 .  ' ' ' : ~ ;

3 3 i b l d . F r a m e  6 3 8 .
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J a p a n e s e  e c o n o m ic  a g g r e s s i o n  i n  Ch ina  c o n t i n u e d  t o  

i n c r e a s e ,  P a u l  S .  H e i n t z l e m a n ,  C o n s u l  G e n e r a l  i n  T ok y o ,  on 

Ju n e  13,  19 1 6  c a b l e d  R e i n s c h  t h a t  t h e  Bank o f  Chosen  had  

made a l o a n  t o  t h e  F e n g t i e n  P r o v i n c i a l  G o v e r n m e n t ,  w h i c h  

i n  e s s e n c e  p r o v i d e d  f o r  a n  a g r e e m e n t  mak i ng  J a p a n e s e  g o l d  

n o t e s  l e g a l  t e n d e r  f o r  p a y m e n t - o f  t a x e s  and  o t h e r  l e v i e s  

by . t h e  p r o v i n c i a l  g o v e r n m e n t . 35  on J u n e  3 0 ,  H e i n t z l e m a n  

a g a i n  w r o t e  R e i n s c h  n o t i n g  t h a t  t h e  Yokohoma S p e c i e  Bank 

a n d  t h e  Bank o f  Ch ose n  now v i r t u a l l y . c o n t r o l l e d  f i n a n c e s  I n  

M a n c h u r i a .  He a l s o  r e p o r t e d  t h a t  t h e  J a p a n e s e  y e n  was, 

r a p i d l y  r e p l a c i n g  C h i n a ' s  mixed c u r r e n c y , ,  and  t h e  J a p a n e s e  

g o l d  s t a n d a r d '  was- t a k i n g  t h e  . p l a c e  -of'  C h i n a ’ s f l u c t u a t i n g  

s i l v e r . 3 °

R e i n s c h  r e l a y e d  h i s  and. H e i n t z  lerrian ’ s p l e a s  t o  

W a s h i n g t o n .  L a n s i n g  r e s p o n d e d  by c a l l i n g  t o g e t h e r  a m e e t i n g  

o f  i n t e r e s t e d  b a n k i n g  f i r m s  t o  be h e l d  on J u n e  2 7 . Seek

i n g  an  A m e r i c a n  p o l i c y  t o  f o l l o w  i n  v i ew o f  C h i n a ' s  d e t e r i 

o r a t i n g  f i n a n c i a l  c o n d i t i o n ,  L a n s i n g  w r o t e  W i l s o n  .and f o r 

w a rd e d  R e i n s c h f s  n um ero u s  r e p o r t s .  L a c k i n g  t i m e  t o  r e a d  a l l  

t h e  c o r r e s p o n d e n c e ,  W i l s o n  a s k e d  f o r  an d  r e c e i v e d  L a n s i n g ' s  

summary o f  e v e n t s  and  a r e commended  p l a n  o f  a c t i o n .  . .This 

summary m e n t i o n e d  t h a t  t h e  J a p a n e s e  w e r e '  ' w i t h h o l d i n g  s u r p l u s

3 5 s t a t e  P a p e r s  R e l a t i n g  t o  C h i n a ,  8 9 3 • 5 1 / 1 6 6 6 - 1 8 3 5 *  
R o l l  1 5 0 , F r a m e s  2 - 3 -

3 bi b t d .  Frame 1 5 . The  J a p a n e s e  y e n  i n  1 9 1 6  e q u a l e d  
a p p r o x i m a t e l y  f i f t y  c e n t s  i n  A m e r i c a n  c u r r e n c y .

3 ( I b i d . F r a  me 65 2 .
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C h i n e s e  S a l t  G a b e l l e , 8 8  t h u s  c o n t r o l l i n g  i n t e r n a l  C h i n e s e  

f i n a n c e s .  Rec ommen de d  a c t i o n  w o u l d  be  t o  e n c o u r a g e  t h e  

A m e r i c a n .b a n k e r s  who s e e m e d  t o  be " d i s p o s e d  t o  make a l o a n  

t o  C h i n a  i n  a s s o c i a t i o n  w i t h  E u r o p e a n  f i n a n c i e r s , " a n d  

" c a r r y  t h e  E u r o p e a n  s h a r e s ,  u n t i l  t h e  war  i s  o v e r .  "39.'

B r i t i s h ,  F r e n c h  a n d  R u s s i a n  f i n a n c i e r s ,  h e  n o t e d ,  w e r e  

p r o b a b l y  w i l l i n g ,  i f  n o t  e a g e r ,  t o  h a v e  t h e  A m e r i c a n s  a i d  

i n  a g r o u p  l o a n . t o  China . .  I f  A m e r i c a n  and.  E u r o p e a n  i n t e r e s t s  

j o i n e d  J a p a n  i n  a . c o n s o r t i u m  l o a n  I t  c o u l d  p o s s i b l y  c h e c k  

J a p a n e s e  e n c r o a c h m e n t  u p o n  C h i n a .

L a n s i n g ' s  summar y  i n c l u d e d  r e c o m m e n d a t i o n s  f o r  p r e 

v e n t i n g  p o s s i b l e  d i s c o r d  among A m e r i c a n  b a n k e r s .  S i n c e  t h e  

p o s s i b i l i t y  o f  c o n f l i c t  b e t w e e n  L e e ,  H i g g i n s o n  a n d  Company ,  

f i s c a l  a g e n t s  i n  C h i n a ,  a n d  t h e  o l d  A m e r i c a n  G r o u p  e x i s t e d ,  

L a n s i n g  f e l t  t h a t  t h e  g o v e r n m e n t ' s  a c t i o n  s h o u l d  s u p p o r t  

t h e  i n c l u s i o n  o f  H i g g i n s o n .  By i n c l u d i n g  H i g g i n s o n ,  h o p e 

f u l l y  c o n f l i c t  w o u l d  be a v e r t e d . W i l s o n  a p p r o v e d  L a n s i n g ' s
li~\p l a n  o f  a c t i o n .  x L a n s i n g  t h e n  c a b l e d  R e i n s c h  t h a t  A m e r i c a n

b a n k e r s  w e r e  s e r i o u s l y  c o n s i d e r i n g  a l o a n ,  b u t  c a u t i o n e d  h i m
ho

n o t h i n g  c o u l d  be d o n e  i n  t h e  m e a n t i m e .

- 3 8 ^ fjSiX o r - c u s t o m  d u t y  o n s a l t  u s e d  f o r  c e n t u r i e s  
i n  C h i n a . ,

3 9 s t a t e  P a j i e r s  R e l a t i n g  t o  C h i n a , 8 9 3 . 5 1 / 2 7 5 9 - 3 0 4 0 ,  
R o l l  155.5 i r a ' me  13763

J40Xbld.
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do

On J u n e  2 7 ,  r e p r e s e n t a t i v e s  o f  t h e  Old  A m e r i c a n  

' G r o u p ,  G u a r a n t y  T r u s t  Company,  a n d  L e e ,  H i g g i n s o n  a n d  

Company met  t o  d i s c u s s  t h e  u r g e n c y  of. C h i n e s e  f i n a n c e .  T h e y  

a g r e e d  t h a t  t h e  U n i t e d  S t a t e s  c o u l d  n o t  make a l o a n  t o  C h i n a  

i n  v i e w  o f  t h e  S i x  P ower  L o a n  A g r e e m e n t  a n d  t h i s  a g r e e m e n t
ho '

w o u l d  n o t  e x p i r e  f o r  a n o t h e r  y e a r . o O n l y  W i l l a r d  S t r a i g h t ,  

r e p r e s e n t i n g  t h e  A m e r i c a n  I n t e r n a t i o n a l  C o r p o r a t i o n ,  t h e : 

N a t i o n a l  C i t y  B a n k ,  a n d  t h e  f i r m  o f  L e e ,  H i g g i n s o n  w a n t e d  

t o  l o a n  w i t h o u t -  S t a t e  D e p a r t m e n t  a p p r o v a l .  Members  o f  t h e  

o l d  A m e r i c a n  Gr ou p  r e f u s e d  t o  make a l o a n  t h a t  was  n o t  c om 

p l e t e l y  b a c k e d  by t h e  A m e r i c a n  G o v e r n m e n t .  C o n f l i c t  d i d  

a r i s e  b e t w e e n  . H i g g i n s o n  a n d  t h e  A m e r i c a n  I n t e r n a t i o n a l  

C o r p o r a t i o n .  B o t h  f i r m s  r e f u s e d  t o  j o i n  e a c h  o t h e r  i n  a n  

o r g a n i z e d  e f f o r t . As a s o l u t i o n  G e s t  p r e s s e d  a  r e q u e s t  t o  

r e n e w  t h e  e x i s t i n g  A m e r i c a n  G r o u p .  The  S t a t e  D e p a r t m e n t ,  

a s  a m a t t e r  o f  p o l i c y ,  c o u l d  n o t  be  a med i um o f  r e n e w i n g

t h e  o l d  g r o u p ,  e i t h e r  by t r a n s m i t t i n g  t e l e g r a m s  o r  by. p l a y i n g

•p 4 4. 44f a v o r i t e s .

■ J .  P.  M o rg an  a n d  Company s e n t  a t e l e g r a m  d a t e d  t h e  

s ame  d a y  a s  t h e  m e e t i n g  t o  t h e i r  a s s o c i a t e s  i n  L o n d o n .  

M o r g a n ' s  t e l e g r a m  n o t e d  c o mp an y  r e f u s a l  t o  l o a n  money t o  

C h i n a  d u e  t o  t h e  e x i s t i n g  o l d  c o n s o r t i u m  a g r e e m e n t , a n d  a s k e d  

i f  t h e  B r i t i s h  w o u l d  j o i n  i n  a n  i m m e d i a t e  a d v a n c e  n o t  t o  

' e x c e e d  $ 2 , 0 0 0 , 0 0 0 .  T h e y  a l s o  w a n t e d  to.  s e e k  o u t  t h e  p o s s i 

b i l i t y  o f  r e n e w i n g  a c t i v e  i n t e r e s t  i n  t h e  S i x P o w e r  G r o u p . ^

^ 3 g t a t e  P a p e r s .  R e l a t i n g  t o  C h i n a , 8 9 3 » 5 1 / 2 7 5 9 - 3 0 4 0 ,  
R o l l  1 4 9 ,  F r a  me 5 6 2 .  ~  ~ ■'

• 4 4 I b l d . . 8 9 3 . 5 1 / 1 6 6 6 - 1 8 3 5 ,  R o l l  1 5 0 , F r a m e  126' ,  

^ 5 x b i d .  8 9 3 , 5 1 / 1 5 0 1 - 1 6 6 5 , R o l l  14.9> F r a m e s  7 3 4 - 3 5 •
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D e s p i t e  t h e  S t a t e  D e p a r t m e n t  memo s t a t i n g  t h a t . t h e  

D e p a r t m e n t ,  c o u l d  n o t .  be a  med ium,  t h e  M o r g a n  t e l e g r a m  em

p h a s i z e d  t h a t  t h e y  . h a d  "no  d e s i r e  / t o /  r e v i v e  i n t e r e s t  i n  

C h i n e s e  b u s i n e s s . ,  b u t  we a r e  .. . . d e s i r o u s  / i n /  a c q u i e s 

c i n g "  o u r  G o v e r n m e n t ' s  w i s h e s  . ^

D e v e l o p m e n t s  i n  W a s h i n g t o n  met  w i t h  R e i n s c h ' s  

a p p r o v a l . ,  b u t  h e  b e g g e d  f o r  a n  i m m e d i a t e  a d v a n c e  t o  C h i n a  

w i t h  t h e  s e c u r i t y  o f  t h e  l a n d  t a x  t o  be o f f e r e d  t h e  Lee.,  

H i g g i n s o n  C o m p a n y . ^  He a d v i s e d  H i g g i n s o n  t h a t  s i n c e ,  t h e y  

h a d  d e c i d e d  on j o i n t  a c t i o n  t h e y  s h o u l d  be  c a r e f u l  t o  

s e c u r e  "a v e r y  c a p a b l e . ,  r e s p e c t e d . ,  h o n e s t . ,  a n d  e x p e r i e n c e d  

man t o  r e p r e s e n t  t h e m  i n . C h i n a .-"^8  still n o  f u n d s  w e r e  

f o r t h c o m i n g . .

O f f e r i n g  l i b e r a l  c o n c e s s i o n s , ,  t h e  C h i n e s e  made 

a n o t h e r  r e q u e s t  o f  L e e ,  H i g g i n s o n  a n d  C o m p a n y . ^ 9  H i g g i n s o n

r e p l i e d  t h a t  t h e  i n v e s t i n g  p u b l i c  i n  A m e r i c a  was  now w o r r i e d
’ 5 0a b o u t  p o l i t i c a l  t r o u b l e s  i n  C h i n a , ^  T r y i n g  t o  c h e c k  t h e  

s i t u a t i o n ,  T h i r d  A s s i s t a n t  S e c r e t a r y  o f  S t a t e  F r a n k  L.

P o l k  c a l l e d  a n o t h e r -  m e e t i n g  o f  b a n k e r s  a n d  i n v i t e d  t h e  o l d  

A m e r i c a n  Gr oup  a n d  L e e ,  H i g g i n s o n  a n d  C o m p a n y . ^ 1  P o l k  a s k e d  

t h e  b a n k e r s  f o r  a sum o f  $ 4 , 0 0 0 , 0 0 0  o r  $ 5 * 0 0 0 ,0 0 0  t o  b e

^ S t a t e  p a p e r ' s  R e l a t i n g  t o  C h i n a ,  893  • 5 1 / 1 5 0 1 - 1 6 6 5 . 
R o l l  149* F r a m e s  7 3 4 - 3 5 .

^ ^ I b i d . F r a m e  693*.

4 8 j b l d , 8 9 3 . 5 1 / 1 6 6 6 - 1 8 3 5 * R o l l  150* F r a m e  5 7 .

^ 9 l b i d . F r a m e  3 0 .

5 0 l b i d . F r  a me 6 9 .

^ Ip b id . Frame 31*



a d v a n c e d  i m m e d i a t e l y ,  t o  t h e  C h i n e s e  G o v e r n m e n t  f o r  a d m i n i s 

t r a t i v e  n e c e s s i t i e s .  The  b a n k e r s  r e m i n d e d  P o l k  t h a t  W i l s o n  

b e l i e v e d  t h a t  c o n s o r t i u m  l o a n s  i m p a i r e d  t h e  p o l i t i c a l  

s o v e r e i g n t y  o f  C h i n a ,  a n d  f o r  t h i s  r e a s o n  t h e y . h a d  w i t h 

d r a w n  f r o m  t h e  c o n s o r t i u m .  T h e  D e p a r t m e n t ,  f u l l y  a d v i s e d  

o f  a l l  c o n s o r t i u m  n e g o t i a t i o n s ,  g a v e  i t s  c o n s e n t .  The.. 

A m e r i c a n  G r o u p  r e m a i n e d  b o u n d  t o  t h e i r  w i t h d r a w a l  a g r e e m e n t  

u n t i l  J u n e  1 8 ,  1 9 1 7 * ^  Whe'n a s k e d  what ,  t h e  D e p a r t m e n t  ' s  

r o l e  w o u l d  b e , -  P o l k  r e p l i e d :

The  A m e r i c a n  G o v e r n m e n t . ,  . . . w h i l e  i t  w o u l d
be  g l a d  t o  s e e  C h i n a  r e c e i v e  t h e  f i n a n c i a l  
a s s i s t a n c e  w h i c h  i t  r e q u i r e s ,  c a n n o t  p l a c e  
i t s e l f  i n  t h e  p o s i t i o n  o f  u r g i n g  i t s  c i t i z e n s  
t o  e n g a g e  i n  a n y  p a r t i c u l a r  e n t e r p r i s e . 8 3

T h e . b a n k e r ' s  p o s i t i o n  l e d  R e i n s c h  t o  w r i t e  L a n s i n g

t h a t  t h e  A m e r i c a n  b a n k e r s '  i n d e c i s i o n  was '  i n t e r p r e t e d  by
j— / Lt h e  C h i n e s e  a s  w e a k n e s s  o r a u n f r  i e n d l i n e s s  . •?'4 He s u g g e s t e d  

t h a t  s i n c e  L e e ,  H i g g i n s o n  a n d  Company a c t e d  a s  f i s c a l  a g e n t  

f o r  C h i n a  a n d  r e m a i n e d  o u t s i d e  t h e  S i x  P ower  C o n s o r t i u m ,  

t h e y  c o u l d  make a n  i n d e p e n d e n t  l o a n  w i t h  no  c o n f l i c t . 85 

H i g g i n s o n  r e p l i e d  t h a t  t h e y  c o u l d  n o t  i s s u e  a l o a n  w i t h o u t

" s p e c i a l  s e c u r i t y ” d u e  t o  t h e  u n s e t t l e d  p o l i t i c a l  s i t u a t i o n

i n  C h i n a . 5-6 Th e  M i n i s t e r  r e p l i e d  t h a t  i f  H i g g i n s o n  w o u l d

5 ^ S t a t e  P a p e r s - R e l a t i n g  t o  C h i n a ,  893  • 5 1 / 1 6 6 6 - 1 8 3 5 . ,  
R o l l  15.0, F r a m e s  2 0 - 2 T :

, 83 x p t ci . F r a m e  2 3 ,

8 I b i d  .. F r  a me 33  * ■

8 8 1 b i d  . ■ F r  a me 3 5 *

• ^ I b i d . -Frame 110 .



i s s u e  a l o a n  o f  f i v e  m i l l i o n ,  C h i n a  w o u l d  p l e d g e  a n  i s s u e  

o f  f i v e  y e a r  s i x  p e r c e n t  b o n d s  on . n i n e t y - t w o  p e r c e n t  o f  

n e t  p r o c e e d s  s e c u r e d  on t h e  m i n i n g  t a x . 5 ^  S t i l l  L e e ,  

H i g g i n s o n  r e f u s e d . . Not  u n d e r s t a n d i n g  why,  R e i n s c h  c o n - ,  

t i n u e d  t o  w r i t e  t h e  d e p a r t m e n t ‘ r e q u e s t i n g  f u n d s  a n d  n o t i n g  

t h a t  J a p a n  w o u l d  s o o n  c o n t r o l '  C h i n e s e  f i n a n c e s  u n l e s s  t h e  

U n i t e d ' S t a t e s  i n t e r v e n e d .  .Wi th  o r  w i t h o u t  i n t e r n a t i o n a l  

c o o p e r a t i o n ,  A m e r i c a n  f u n d s  w e r e  n e e d e d  t o  k e e p  C h i n a  o p e n  

a n d  p r e s e r v e  h e r  i n t e g r i t y 58

I n  s p i t e  o f  C h i n a ' s  d i r e  n e e d s ,  . f u n d s  t o  p r o p  up 

t h e  c e n t r a l  g o v e r n m e n t  w e r e  n o t  f o r t h c o m i n g  i n  t h e  f a l l  o f  

1 9 1 6 ,. T h e  o l d  A m e r i c a n  G r o u p  w o u l d  o n l y  l o a n  on a n  i n t e r 

n a t i o n a l  b a s i s ,  a n d ■J a p a n  r e m a i n e d  t h e  o n l y  n a t i o n  c a p a b l e  

o f  j o i n i n g  t h e  U n i t e d  S t a t e s .  T h i s  C h i n a  o p p o s e d .  War 

c o n d i t i o n s  p r e v e n t e d  t h e  E n t e n t e  P o w e r s  f r o m  c o n s u l t i n g  

G e r ma n  b a n k s  o r  o f f e r i n g  l o a n s .  I n d e e d ,  t h e  c o n d i t i o n s  f o r  

C h i n a  s e c u r i n g  money f r o m  a n y  s o u r c e  a p p e a r e d  d i m .

W i t h o u t  d o u b t  - W i l s o n ,  R e i n s c h  a n d  t h e  S t a t e  D e p a r t 

men t  w o u l d  h a v e  b e e n  p l e a s e d - t o  s e c u r e  f u n d s ' f r o m  A m e r i c a n  

f i n a n c i e r s .  Th e  o p e n  d o o r  p o l i c y  was  i n  j e o p a r d y .  -The o n l y  

m e t h o d  o f  s e c u r i n g  f u t u r e  A m e r i c a n s  i n v e s t m e n t  r i g h t s  i n  

C h i n a  w o u l d  be  t o  s t a b i l i z e  t h e  w o b b l y  C h i n e s e  g o v e r n m e n t  

a n d  l i m i t  J a p a n e s e  e n c r o a c h m e n t s .

T he  s i t u a t i o n  s u d d e n l y  c h a n g e d ,  f o r  i n  e a r l y  N ov ember  

t h e  C o n t i n e n t a l  a n d  C o m m e r c i a l  T r u s t  o f  C h i c a g o  a n n o u n c e d

5 instate Papers R e la t in g  t o  China, 893 .5 1 /1 6 6 6 - 1 8 3 5 j 
Ro l l  I 5 0 ,  — ---- ■

5 81 b i  d . F r  a me 133 *



t h a t  t h e i r  f i r m  h a d  a d v a n c e d  t h e  C h i n e s e  G o v e r n m e n t

$ 5 * 0 0 0 , 0 0 0  on  a $ 2 5 , 0 0 0 , 0 0 0  l o a n  o p t i o n .  S e c u r i t y  w o u l d

be  w i n e  a n d  t o b a c c o  t a x e s .  L a n s i n g  i m m e d i a t e l y  c a b l e d  t h e

C h i c a g o  f i r m  t h a t  t h e  U n i t e d  S t a t e s  was  g r a t e f u l  t h a t

p r i v a t e  c i t i z e n s  w o u l d  l e n d  f i n a n c i a l  a s s i s t a n c e ,  t o  C h i n a .

Th e  p o l i c y  o f  t h e  D e p a r t m e n t  w o u l d  be  " t o  g i v e  ( a s  i n  t h e

p a s t )  a l l  p r o p e r  d i p l o m a t i c  s u p p o r t  a n d  p r o t e c t i o n  t o

A m e r i c a n  c i t i z e n .1 s l e g i t i m a t e  e n t e r p r i s e s  a b r o a d .  "^9

B a s e d  on  t h e  S i x  P o we r  C o n s o r t i u m  a g r e e m e n t ,  F r e n c h

a n d  B r i t i s h  b a n k e r s  s o o n  v o i c e d  o b j e c t i o n s  t o  t h e  C h i c a g o

f i r m ’ s l o a n .  F r a n c e  v o i c e d  s p e c i a l  o b j e c t i o n s  b e c a u s e  t h e

B a n q u e  de  1 ’ I n d o - C h i n e  h a d  a  p r i o r  l i e n  on  t o b a c c o  a n d  w i n e  
6 0t a x e s .  J a p a n ’ s  o b j e c t i o n s  c a r r i e d  i n f e r e n c e s  t h a t  t h e

6 "lC h i c a g o  B an k  h a d  a s t r o n g  Ge r ma n  b i a s .  A f t e r  t h e  p r o t e s t s ,  

W i l s o n  a s k e d  L a n s i n g  f o r  a d v i c e  s i n c e  he  d i d  n o t  p e r s o n a l l y
fio

f o l l o w  t h e  C h i n e s e  l o a n  s i t u a t i o n . 4" L a n s i n g  f e l t  t h a t  t h e  

c o n d i t i o n s  d i d  n o t  w a r r a n t  p r o t e s t ,  but W i l s o n  i n s t r u c t e d  

h i m  t o  c o n v e y  t o  th e  C h i n e s e  Government t h a t  a n y  a t t e m p t  

t o  exc lude  o u r  bankers f r o m  " f a i r  p a r t i c i p a t i o n  i n  C h i n e s e  

a f f a i r s  w o u l d  m e e t  w i t h  very decided r e s i s t a n c e  f r o m  t h i s

39 g t a t e  P a p e r s  R e la t in g  t o  China, 8 9 3 • 5 1 / 1 6 6 6 - 1 8 3 5 *
R o l l  1 5 0 ,  Frame 1 8 I .

J a n u a r y ,  t h e  M a n a g e r  o f  t h e  B a n q u e / d e  1 ’ I n d o - C h i n e ,  
w r o t e  t h e  S t a t e  D e p a r t m e n t  t h a t  " o f  c o u r s e  we h a d  t o  o b j e c t  t o  
t h e  l o a n ,  b u t  i t  I s  a g o o d  t h i n g  a f t e r  a l l ,  " b e c a u s e  A m e r i c a n  
a c t i v i t y  i n  C h i n a  m e a n t  g r e a t e r  s e c u r i t y  f o r  E u r o p e .  I b i d . 
F r a m e s  2 2 7 - 2 8 .

^ S t a t e  Pap>ers R e l a t i n g  t o  C h i n a , 8 9 3 •  5 1 / 1 6 6 6 - 1 8 3 5 *
R o l l  1 5 0 ,  F r a m e  1 8 8 .  C u r r y , Woodrow 'W' l ' l so n , p .  153-

° ^ I b i d .  Frame 111.



';hL

g o v e r n m e n t ' ,  , ,0j  L a n s i n g  n o t i f i e d  P e k i n g  ' a c c o r d i n g l y .  ^

R e i n s c h  n o t e d  t h e  p r o t e s t s  a n d  w r o t e  t h e  D e p a r t m e n t  

t h a t  I n  v i ew  o f  c o n s o r t i u m  p o l i c y ,  t h e  a c t i v i t i e s  o f  t h e  

C h i c a g o  ' ba n k  s h o u l d  be c r i  t i c i z e d  b e c a u s e  o f  t h e  . I n t e r 

n a t i o n a  1. c o n t r o v e r s y  t h e  f i r m  p r o v o k e d .  P e r s o n a l l y  h e - . h a d  

b e e n . p l e a s e d  a n d  f e l t  t h a t  i n  t h e  l o n g  r u n  i t  w o u l d  be  g o o d  

f o r  Ch i na '  a n d  t h e  U n i t e d  S t a t e s .  The  M i n i s t e r  t h e n  

c a u t i o n e d  t h a t  p e r h a p s  i t  w o u l d  be  b e s t  f o r  a l l  c o n c e r n e d  

• i f  t h e  U n i t e d ,  S t a t e s  r e j o i n e d  t h e  e x i s t i n g  c o n s o r t i u m . ^

By t h e  e n d  o f  1 9 1 6  C h i n a  e x p r e s s e d  d e s i r e -  f o r  f u l l
• SSA m e r i c a n  c o o p e r a t i o n  i n  .a g o v e r n m e n t  r e o r g a n i z a t i o n  l o a n ,

a n d  h o p e d  t h a t  w i t h  B r i t i s h  a n d  P’r e n c h  c o n s e n t  A m e r i c a n

b a n k e r s  c o u l d  r a i s e  t h e  n e c e s s a r y  f u n d s  t o  c o m p l e t e  t h e

H a n k o w - C a n t o n  R a i l w a y . ^  P r o s p e c t s  o f  s e c u r i n g ,  A m e r i c a n

f i n a n c i n g  looked ,  p r o m i s i n g ,  a n d  i f  t h e  c o n t i n u i n g  J a p a n e s e

o b j e c t i o n s  cou ld ,  be  r e s o l v e d ,  p e r h a p s  A m e r i c a n  c a p i t a l  c o u l d

p l a y  a n  a c t i v e  r o l e  i n  f i n a n c i n g  C h i n e s e  d e v e l o p m e n t .  L a n s i n g

took  the  p o s i t i o n  he ld  by R einsch ,  th a t  i s ,  the  U n i t e d  S t a t e s

s h o u l d  r e e n t e r  t h e  c o n s o r t i u m  w i t h  J a p an , .  . W i l s o n  c o n c u r r e d

E s t a t e  P a p e r s  R e l a t i n g  t o .  C h i n a ,  8 9 3 • 5 1 / 2 7 5 9 - 3 0 4 0 ,  
R o l l  155.,  F r a me  l / $ l .

6 h b i a . 893  . 5 1 / 1 6 6 6 - 1 8 3 5 , R o l l  1 5 0 , F r a m e  1 9 7 .

1-bid ■ F r a m e s  2 4 9  a n d  26 3  - .

3 6 i b i d . F r  a me 2 1 1 .

3 ^ 1 b i d , F r  a me 2 1 2 .



w i t h - t h i s  p o s i t i o n ,  b u t  q u a l i f i e d  H i s  a g r e e m e n t  by s t a t i n g -  

t h a t  t h e -  A m e r i c a n  G o v e r n m e n t  c o u l d  n o t  a c t  a s  g u a r a n t o r  o f  

t h e  l o a n . ^

T h r o u g h o u t  h i s  f i r s t  t e r m  Woodrow W i l s o n  c o n s i s t e n t l y  

a d v o c a t e d  t h e  p o l i c y  o f  p r i v a t e  i n v e s t m e n t  i n  C h i n e s e  l o a n s  

a n d  e n t e r p r i s e s ' .  T h e  P r e s i d e n t  a n d  t h e  S t a t e  D e p a r t m e n t  

d i d  a l l  t h e y  c o u l d  s h o r t  o f  g o v e r n m e n t  i n t e r f e r e n c e  t o  

o b t a i n  s u c h  p a r t i c i p a t i o n . ^9  w n a t  W i l s o n  f a i l e d  t o  r e a l i z e  

was  t h a t  i t  w o u l d  t a k e  e x t e n s i v e  g o v e r n m e n t  . e n c o u r a g e m e n t , 

l e a d e r s h i p '  a n d  d i p l o m a t i c  a s s u r a n c e s  f o r  A m e r i c a n  c a p i t a l i s t s  

t o  i n v e s t  i n  C h i n a  d u e  t o  h e r  c o n t i n u a l l y  u n s e t t l e d  c o n d i 

t i o n s .  I n v e s t m e n t  e l s e w h e r e , ,  e s p e c i a l l y  i n  E u r o p e  a n d  

L a t i n  A m e r i c a ,  p r o v e d  mo re  p r o f i t a b l e .  F a c i n g  t h e  p o s s i 

b i l i t y  t h a t  J a p a n e s e  f i n a n c i a l  a g g r e s s i o n  c o u l d  d e s t r o y  o r  

p e r m a n e n t l y  i m p a i r  t h e  o p e n  d o o r  i n  C h i n a ,  W i l s o n  f i n a l l y  

a c c e p t e d  t h e  p o s i t i o n  t h a t  a n  I n t e r n a t i o n a l  c o n s o r t i u m  p r o 

v i d e d  t h e  b e s t  m e t h o d  o f  p r e s e r v i n g  C h i n a ’ s t e r r i t o r i a l  

a n d  a d m i n i s t r a t i v e  i n t e g r i t y .

r  q
S t a t e -  P a p e r s  R e l a t i n g  t o  C h i n a , 8 9 3 • 5 1 / 1 6 6 6 - 1 8 3 5 >  

R o l l  150, F r a m e  3 0 6 .

^ C u r r y , Woodr  o w . W i l s o n ,  p . 1 5 4 .



CHAPTER I I I  

The P o l i c y  of  Using a Chinese  

Consortium i s  Reconsidered

Ey November of 1 9 1 6  and h i s  r e e l e c t io n . ,  Woodrow 

Wilson had a l t e r e d  h i s  p o s i t i o n  i n  regard t o  American i n 

vestment in  China. He had conceded th a t  i t  was Im poss ib le  

t o  ge t  s u f f i c i e n t  independent loans and accepted  the  n e c e s 

s i t y  of  a c o o p e r a t iv e  method of  f in a n c in g  American i n t e r e s t s  

in  China. A change i n  Japan's  c e n t r a l  govern ing  a u th o r i t y  

in  October 1 9 1 6  brought a more c o n c i l i a t o r y  p o l icy ,  t o w a r d  

th e  United S t a t e s  because a newly e l e c t e d  m in is tr y  o f  S e i k i  

Terauchi co n s id er ed  co o p era t io n  w ith  th e  United  S t a t e s  e s s e n 

t i a l  t o  Japan's d ev e lo p in g  economy.

P o l i t i c a l  c i r c l e s  in  Japan* b e l i e v i n g  th a t  th e  i n 

v a s io n  o f  Shantung and th e  Twenty-One Demands had aroused  

great  resentment in  China* deposed the  e x i s t i n g  m in is try  , 

under Shigenobu Okuma. The Terauchi M in is try  adopted th e  

p o l i c y  o f  "no c o e r c io n  i n  China; " in s t e a d  Japanese in f l u e n c e  

would be extended through trade* investment* and loans t o  

th a t  country .  Removal o f  Okuma from o f f i c e *  t o  a degree*  

was a r e s u l t  o f  Okuma*s s t r a in e d  economic r e l a t i o n s  w ith  the  

United S t a t e s .  American trad e  remained a v i t a l  f a c t o r . iln 

Japan's economy and co n se q u en t ly  th e  new m in is tr y  in tended  

t o  cooperate  w ith  th e  United S t a t e s  whenever p o s s i b l e .



u 7

J a p a n  r e a l i z e d  t h a t  A m e r i c a n  r e s o u r c e s  o f  i n v e s t m e n t  

c a p i t a l  c o u l d  n o t  b e  i g n o r e d . ^

Not  r e a l l y  s u r e  o f  J a p a n ’ s new r u l i n g  m i n i s t r y ,  t h e  

S t a t e  D e p a r t m e n t  u n d e r  L a n s i n g ’ s, c a u t i o u s  g u i d a n c e  p r o c e e d e d  

i n  a t t e m p t s  t o  c o n t r o l  J a p a n e s e  a g g r e s s i o n  . i n  C h i n a .  E f f o r t s  

t o  a c t i v a t e  A m e r i c a n  b a n k s  t h a t  w o u l d  a d v a n c e  d i r e c t  l o a n s  

t o  C h i n a  had.  met  w i t h  l i m i t e d  s u c c e s s . ^  W i t h  J a p a n ’ s  r e 

p e a t e d  o f f e r s  o f  l o a n s  t o  P e k i n g ,  o f f i c i a l s  f e a r e d . t h a t ,  i f  

t h e  C h i n e s e  b ec a m e  f i n a n c i a l l y  d e p e n d e n t  u p o n  J a p a n ,  t h e  

U n i t e d  S t a t e s  c o u l d  no l o n g e r  o b t a i n  i n v e s t m e n t  r i g h t s  i n  

C h i n a .  Some i n  t h e  S t a t e  D e p a r t m e n t , ,  e s p e c i a l l y  L a n s i n g ,  

f a v o r e d  r e v i v i n g  t h e  o l d  A m e r i c a n  c o n s o r t i u m  g r o u p  a n d  a s k 

i n g  i t  t o  make a l o a n  t o  C h i n a  t h r o u g h  t h e  S i x  P owe r  

C o n s o r t i u m .  L a n s i n g  b e l i e v e d  t h a t  t h e  r e v i v a l  of- t h e  

C o n s o r t i u m  r e m a i n e d  t h e  b e s t  r e c o u r s e  f o r  t w o  r e a s o n s .

F i r s t ,  t h e  a m o u n t . n e e d e d  by C h i n a  e x c e e d e d ,  t h e  a m o u n t  t h a t  

c o u l d  be l o a n e d  by i n d i v i d u a l  b a n k s ,  a n d  s e c o n d  t h e  g o v e r n 

m e n t s  o f  t h e  f i r s t  c o n s o r t i u m  h a d  g i v e n . c o n s o r t i u m  h a n k e r s  

a  m o n o p o l y  o v e r  a d m i n i s t r a t i o n  l o a n s  t o  C h i n a .  S i n c e  J a p a n  

r e m a i n e d  a •member  o f  t h e  c o n s o r t i u m  i t  w o u l d  be  e a s i e r  t o  

c h e c k  J a p a n e s e ,  e f f o r t s  t o w a r d . ' i n d e p e n d e n t  l o a n s  t o  C h i n a  

by j o i n i n g  J a p a n  i n  t h e  c o n s o r t i u m . 3

^ F o r e i g n  R e l a t i o n s ,  19.17* PP • 1 1 9 - 2 1 ;  B e e r s ,  V a i n  
E n d e a v o r , pp.. 7 9 - 8 0  ‘

2 S e e  C h a p t e r  I I ,  p a g e  3 9 ,  f o r . t h e  p a r t i c u l a r s  o f  t h e  
C h i c a g o  C o n t i n e n t a l  a n d  C o m m e r c i a l  l o a n .

E s t a t e  P a p e r s  R e l a t i n g  t o  C h i n a ,  8 0 3 .  5 l / l 8 , 6 6 - l 8 3 5 *  
R o l l  1 5 0 ,  F r a m e  30'6 ; B e e r s , ~"V a i n  E n d e a v o r , p p .  8 7 - 8 8 .



As e a r l y  a s  J u n e  o f  1 9 1 6  L a n s i n g  h a d  b e e n  m e e t i n g  

" w i t h  member s  o f  t h e  A m e r i c a n  g r o u p  t o  u r g e  r e a c t i v a t i o n  o f '  

A m e r i c a n  r i g h t s  g r a n t e d  t o  A m e r i c a n  b a n k e r s -  by  t h e  c o n s o r t i u m .  

On J u n e - 2 1 ,  1.9 1 6 ' W i l s o n  w r o t e  L a n s i n g  t h a t  d u e  t o  t h e .  p r e s e n t  

c i r c u m s t a n c e s  i t  w o u l d  be  b e s t  t o  b r i n g  A m e r i c a n  b a n k e r s  

t o g e t h e r  t o  d i s c u s s  t h e  s i t u a t i o n .  L a n s i n g  r e p l i e d  t h a t  

s i n c e  t h e  U n i t e d  S t a t e s  h a d  w i t h d r a w n  f r o m  t h e  c o n s o r t i u m  

i t  w o u l d  p r o b a b l y  be  b e s t  i f  t h e  U n i t e d  S t a t e s  b a s e d  i t s

' r e a s o n s  f o r  r e e n t r y  on  t h e  h i s t o r i c a l . c l a i m s  o f  t h e  c o n s o r -
4

t i u m .  A c c o r d i n g  t o  W i l s o n ' s  w i s h e s ,  L a n s i n g  c a l l e d  t h e  

' b a n k e r s  t o g e t h e r  on J u n e  2 7 ,. 191.6.  The  b a n k e r s  a g r e e d  t h a t  

t h e  U n i t e d  S t a t e s  - c o u l d  n o t  make a  l o a n  t o  C h i n a  b e c a u s e  

t h e y  w o u l d  be i n  v i o l a t i o n  o f  t h e  S i x  P o w er  C o n s o r t i u m  

A g r e e m e n t ,  a n d  i t  would-  n o t  e x p i r e  u n t i l  J u n e  o f  1 9 1 7 * ^  .At 

t h e  m e e t i n g ,  N a t i o n a l  C i t y  B ank  o f  New Y o r k ,  t h e - l e a d i n g  

i n v e s t o r  i n  t h e  A m e r i c a n  I n t e r n a t i o n a l  C o r p o r a t i o n ,  a n d  L e e ,  

H i g g i n s  on  a n d  Company o f  B o s t o n  e x p r e s s e d  a n  i n t e r e s t  i n  

l o a n i n g  money t o  C h i n a  w i t h o u t  S t a t e .  D e p a r t m e n t  b a c k i n g .

J .  P.  M o r g a n ' s  f i r m ,  h o w e v e r ,  r e f u s e d  t o  p a r t i c i p a t e  I n  

a n y  v e n t u r e  w i t h o u t  S t a t e  D e p a r t m e n t  g u a r a n t e e s  o f  d i p l p -  

m a t i c  s u p p o r t .

The  p r e l i m i n a r y  e f f o r t s  t o  r e v i v e  t h e  old.  A m e r i c a n  

g r o u p  i n  t h e  summer  m o n t h s  o f  . 19 1 6  e n d e d  i n  f r u s t r a t i o n ' .

^ S t a t e  P a p e r s  R e l a t i n g  t o  C h i n a , .  893  *6 l / i 6 6 6 - l 8 3 5 . >
R o l l  1 5 5 ,  F r a m e  1 3 7 6 .

5 i b i d . R o l l  1 4 9 ,  F r a m e  6 6 4 .

^1  b i d . R o l l  1 5 0 ,  F r a m e  '126.



Most o f  th e  'controversy arose  over group membership, a c q u ir 

ing  loan s e c u r i t i e s  and China's u n s ta b le  p o l i t i c a l  co n d i-  
7tx o n s .  By the  t ime most o f  t h e s e  c o n t r o v e r s i e s  could be 

r e s o l v e d ,  N a t io n a l  City Bank and th e  American I n t e r n a t i o n a l  

C orporat ion 's  i n t e r e s t  in  loans t o  China had d im in ished .

A fter  the  United  S t a t e s  d ec la red  war a g a in s t  Germany,

Europe became a very p r o f i t a b l e  arena for  I n v e s t o r s .  Even 

though the  n e g o t ia t i o n s  c o l l a p s e d ,  Lansing s t i l l  cont inued  

t o  b e l i e v e  th a t  the  Consortium provided  th e  b est  instrument
o

of  American f o r e ig n  p o l i c y  in  China.

By January 1917* the  S ta t e  Department under the  

d i r e c t i o n  o f  Robert Lansing stepped up t h e i r  a c t i v i t i e s  in  

the  Far E a s t .  Japanese a g g r e s s io n  in  China, e s p e c i a l l y  

Manchuria, became a primary concern .  A nt i-Japan ese  s u s p i 

c io n s  th a t  had taken roo t  in  1914-15 developed i n t o  a d i p l o 

matic c r i s i s  w ith  the  com plet ion  o f  the. C o n t in en ta l  and Com

m erc ia l  Trust o f  Chicago's  loan  t o  Peking. Japan i n s i s t e d  

th e  loan  had p o l i t i c a l  motives and t h e r e f o r e  must come through  

the  consortium . She fu r th e r  i n s i s t e d  th a t  no one could e x e r 

c i s e  German Consortium r i g h t s ,  thereby  p re v e n t in g  fu r th e r  

loans  t o  China u n t i l  the  t e r m in a t io n  o f  World War I .^

7Lee, Higginson i n s i s t e d  th a t  th e y  were th e  o f f i c i a l  
f i s c a l  a g en ts  o f  the  Chinese government, and they  wanted t o  
loan money on the  s e c u r i t y  of  th e  s a l t  G a b e l l e , but th ey  r e 
fused  t o  j o in  the  American I n t e r n a t i o n a l  Corporation. On 
August 21 ,  1916 Lee, Higginson and Company wrote R eihsch  th a t  
th e  i n v e s t i n g  p u b l ic  was now worried about th e  p o l i t i c a l  
t r o u b le s  in  China and t h e r e f o r e  needed s p e c i a l  s e c u r i t i e s .
I b i d . R o l l  150, Frames 126 and 6 9 .

^Beers, Vain Endeavor, p. 88.

^S.tate Papers R e la t in g  t o  China, 893  • 5 i / l 6 6 6 - l 8 3 5 *
R o l l  150, Frame 319-



On J a n u a r y  1 7 ,  1 9 1 7 ,  L a n s i n g  wr-o.te W i l s o n ;  ,fJ a p a n

e v i d e n t l y - a i m s  t o  t a k e  a d v a n t a g e  o f  t h e  p r e o c c u p a t i o n  of.

h e r  a l l i e s  t o  o b t a i n  c o n t r o l  o f  C h i n a . "  F u r t h e r m o r e ,

L a n s i n g  c o n t i n u e d ,  i t  i s  o b v i o u s  s h e  w a n t s  t h e  U n i t e d  S t a t e s

o u t  o f  C h i n a  a n d  t h e  C h i n e s e  c e n t r a l  g o v e r n m e n t  t o , r e m a i n

w e a k .  I n  view,  o f  t h e s e  c i r c u m s t a n c e s ,  t h e  U n i t e d  S t a t e s

m u s t  "be f i r m  a'rid i n s i s t  on  c e r t a i n  r i g h t s  i n  C h i n a .  W i l s o n  
10a g r e e d .  A c t i v i t i e s  o f  t h e  F a r  E a s t e r n  D i v i s i o n  o f  t h e  

S t a t e  D e p a r t m e n t  now c e n t e r e d  a r o u n d  t h i s  d i l e m m a .  U l t i 

m a t e l y  t h e y  h o p e d  to .  f u r t h e r .  A m e r i c a n  c o m m e r c i a l  a n d  i n v e s t 

m en t  p r i v i l e g e s  i n  C h i n a  w i t h  t h e  p u r p o s e  o f  h o p e f u l l y  

l i m i t i n g  J a p a n ' s  f i n a n c i a l  a c t i v i t y .

I n  t h e  m e a n t i m e ,  t h e  T e r a u c h i  M i n i s t r y  i n i t i a t e d

a t t e m p t s  a t  a c q u i r i n g  c o o p e r a t i o n  w i t h  A m e r i c a n  i n v e s t o r s

: 11m  t h e  H u a i  R i v e r  a n d  G r a n d  C a n a l  C o n s e r v a n c y  p r o j e c t .

B o t h  R e i n s c h  a n d  L a n s i n g  h o p e d  t o  k e e p  J a p a n e s e  money o u t

o f  t h i s  v e n t u r e .  . R e i n s c h  w r o t e  t h e  D e p a r t m e n t  o n  J a n u a r y  2 ,

1 9 1 7 ,  s h o u l d  " t h e  C h i n e s e  l e a r n  t h a t  i t  I s  p r o p o s e d  t o  c a r r y

t h e -  J a p a n e s e  i n t o  K i a n g s u  o n  t h e  b a c k  o f  A m e r i c a n s  t h e i r
1Pi n d i g n a t i o n  w o u l d  be. w i t h o u t  l i m i t  . . . . "  C o n t r a r y  t o

t h e  A m e r i c a n  M i n i s t e r ' s  a n d  t h e  D e p a r t m e n t ' s  f e e l i n g s ,  t h e  

A m e r i c a n  I n t e r n a t i o n a l  C o r p o r a t i o n  r e f u s e d  t o  f i n a n c e  t h e  

p r o j e c t  w i t h o u t .  J a p a n e s e  c o o p e r a t i o n .  A s l o w  a n d  q u a l i f i e d

I n s t a t e  Papers Re l a t i n g  t o  China, 8 9 3 - 5 1 / 1 6 6 6 - 1 8 3 5 ,  
R o l l .  1 5 0 ,  .Frame 3 1 9 -

U p o r  t h e ' d e t a i l s  o f  t h i s  p r o j e c t  s e e  C h a p t e r  I I ,
P-  3 1 -  ‘ • ’

F Q r e l g n  R e l a t i o n s , 1 9 1 7 .  p . 2 07>



D e p a r t m e n t  e n d o r s e m e n t  f o l l o w e d .  . . S i g n i f i c a n t l y  t h o u g h ,  t h e  

w h o l e  e p i s o d e  m u s t  h a v e  g i v e n  R e i n s c h ' t h e  i d e a  t h a t  i f  t h e  

J a p a n e s e  c o u l d ,  f o r c e  t h e i r  way i n t o  A m e r i c a n  i n v e s t m e n t

p r o j e c t s ,  t h e n  why c o u l d  not .  t h e  U n i t e d  S t a t e s  d o  l i k e w i s e .
*

To a d v a n c e  h i s  new i d e a ,  R e i n s c h  w r o t e  t h e  D e p a r t m e n t  

on  J a n u a r y  1 5 ,  191 7  t h a t  t h e  C h i n e s e  F i n a n c e  M i n i s t e r  h a d  

i n f o r m e d  h i m  o f  a J a p a n e s e  B a n k e r  S y n d i c a t e ?s - p r o p o s e d  l o a n  

o f  , 1 0 , 0 0 0 ,0 0 0  y e n  on c o n d i t i o n , t h a t  a l l  n e g o t i a t i o n s  w i t h  

C o n t i n e n t a l ' a n d  C o m m e r c i a l  T r u s t . o f  C h i c a g o  be  b r o k e n  o f f .

T h e  F i n a n c e  M i n i s t e r  a l s o  s t a t e d  t h a t  f u r t h e r  l o a n s  f r o m  

t h e  J a p a n e s e  f i r m  w o u l d  be  f o r t h c o m i n g .  The  J a p a n e s e  a l s o  

i n d i c a t e d  t h a t  t h e  S y n d i c a t e  c o n s i d e r e d . a s k i n g  t h e  New York' 

g r o u p  t o  j o i n  i n  f u t u r e  l o a n s . ^  T h i s  d i s t u r b e d  R e i n s c h  who 

r e m a i n e d ,  d e t e r m i n e d  t h a t  A m e r i c a n  i n v e s t m e n t s  s h o u l d  be 

a l l o w e d  t o  p r o c e e d  i n  C h i n a ,  e s p e c i a l l y  i n  t h e  p r o v i n c e s  of  

M a n c h u r i a  a n d  S h a n t u n g .  He w a n t e d  a n y  f u t u r e  l o a n s ,  f r o m  

t h e  C h i c a g o  b a n k  t o  go  f o r  t h e  f i n a n c i n g  o f  a n  i n d u s t r i a l  

b a n k  i n  C h i n a .  R e i n s c h ,  w i t h  u n r e a l i s t i c  i d e a l i s m ,  a l s o  

h o p e d  t o  f o r c e  A m e r i c a n  c a p i t a l  i n t o  S o u t h  M a n c h u r i a .  Ac

c o r d i n g l y ,  he  d i s p a t c h e d  a n o t e  t o  t h e  J a p a n e s e  M i n i s t e r  onc '
J a n u a r y  3 )  1917*.  s t a t i n g  t h a t  i f  t h e  J a p a n e s e  i n t e n d e d  t o  

c o o p e r a t e  w i t h  A m e r i c a n  f i n a n c e ,  t h e  R a i l w a y  f r o m  C h i n c h o w  

t o  A i g u n  s h o u l d  be c o n s i d e r e d .  T h i s  l i n e  b i s e c t e d  t h e  

T r  a n s  ~ S.i b e r  i  a n Ra i  Iw a y  a t  T s i t  s. i h a r  . R e i n s c h  ch. o s e t h i s  

l i n e 1 b e c a u s e  t h e  A m e r i c a n  G r o u p  c l a i m e d  c e r t a i n  r i g h t s  t o

1 3 I b i d . ,  p .  1 1 6 .



c o n s t r u c t i n g  t h e  C h i n c h o w - A i g u n  L i n e  u n d e r  a p r e l i m i n a r y  

c o n t r a c t  o f  O c t o b e r  6 ,  1 9 0 9 . ^

S i n c e  R e i n s c h ' s  a c t i o n s  w e r e  not .  s a n c t i o n e d  by t h e  

S t a t e  D e p a r t m e n t ,  L a n s i n g  i s s u e d  a memorandum on  J a n u a r y  25., 

s t a t i n g  t h a t  t h e  A m e r i c a n  G o v e r n m e n t  w o u l d  w e l c o m e  c o o p e r a 

t i o n  b e t w e e n  J a p a n  a n d  A m e r i c a n  f i n a n c i a l  . f i r m s  i f  i t  r e 

m a i n e d  f r e e  o f  p o l i t i c a l  d e s i g n s  a n d  met  w i t h  t h e  a p p r o v a l  

o f  t h e  C h i n e s e  G o v e r n m e n t .  L a n s i n g  a l s o  a d d e d  t h a t  t h e  

U n i t e d  S t a t e s  r e c o g n i s e d '  J a p a n ’ s s p e c i a l  i n t e r e s t s  i n  

M a n c h u r i a  a n d  i f  t h e  J a p a n e s e  b u i l t  r a i l r o a d s  t h e r e  i t  p r e 

s e n t e d  no p r o b l e m s .  A l t h o u g h  no o f f i c i a l  d e c l a r a t i o n  

e x i s t e d ,  t h e  U n i t e d  S t a t e s  G o v e r n m e n t  h a d  t a c i t l y  a c k n o w 

l e d g e d  t h e s e  J a p a n e s e  i n t e r e s t s .  I n  a t t e m p t i n g  t o  c i r c u m 

v e n t ;  R e i n s c h  ’ s a c t i o n s ,  L a n s i n g ,  c a r e f u l l y  d i s t i n g u i s h e d  b e 

t w e e n  M a n c h u r i a , . w h e r e  t h e  U n i t e d  S t a t e s  c o n c e d e d  s p e c i a l  

J a p a n e s e  i n t e r e s t ,  a n d  S h a n t u n g ,  w h e r e  n o  s p e c i a l  i n t e r e s t s  

w e r e  r e c o g n i z e d . ^

A d e t e r m i n e d  R e i n s c h  c o u l d  n o t  a l l o w  L a n s i n g ’ s 

s t a t e m e n t  c o n c e r n i n g  J a p a n e s e  s p e c i a l  r i g h t s  i n  M a n c h u r i a  

t o  c l o s e  t h e .  i s s u e .  On J a n u a r y ' 3 0 ,  1917* h e - d i s p a t c h e d  a 

s t r o n g l y  w o r d e d  t e l e g r a m  t o  L a n s i n g  c l a i m i n g  t h a t  t h e r e  h a d  

b e e n  no r e c o g n i t i o n  . o f  a s o - c a l l e d  s p e c i a l  p o s i t i o n  o f  J a p a n  

i n  M a n c h u r i a .  He a d d e d ,  i f  c o o p e r a t i o n  b e t w e e n  t h e  U n i t e d  

S t a t e s  a n d  J a p a n  was d e s i r e d ,  t h e n  why c o u l d  n o t  i t  be i n

^ I b i d . ,  p p .  1 1 5 - 1 1 6 .

- ^ L a n s i n g  a l s o  n o t e d  t h a t  t h e ' U n i t e d  S t a t e s  h a d  n e v e r  
r e c o g n i z e d  German c l a i m s '  t o  - s p e c i a l  i n t e r e s t s  i n  M a n c h u r i a .  
I b i d  . ,  p . 117



Japanese p r o j e c t s  ra th e r  than American e n t e r p r i s e s .. Reinsch  

concluded the  te legram  by say ing  i f  the  United  S t a t e s  main

ta in e d  a s tro n g  p o s i t io n ,  in  Manchuria, th e  Japanese might
1 ( 5agree t o  cooperate  t h e r e .

Even though R e in s c h 's  a c t io n s  were not approved and 

were l a t e r  denounced by the Departrnent, he posed an American 

c h a l le n g e  t o  Japanese spheres  of  in f l u e n c e  in  Manchuria by 

s u g g e s t in g  j o i n t  c o n s t r u c t io n  of  the  Chinchow-Aigun Railway.  

The in c id e n t  a l s o  served  t o  arouse Japanese a n x ie t y  for  im

proving  r e l a t i o n s .with  th e  United S t a t e s .

: While R einsch  attempted t o  fo r ce  American c a p i t a l ,

in t o  Manchuria , the  Chicago C ont inenta l  and Commercial' 

attempted t o  lend the  f u l l  amount of  t h e i r  November 1 9 1 6  loan  

agreement with  the  Chinese Government. The Chicago f i r m 's  

a c t i o n  brought- a s e r i e s  o f  p r o t e s t s  from th e  remaining mem

bers of. the  f i r s t  consortium . The United  S t a t e s ,  on the  

other hand,, opposed -Japan’s a ttem pts  t o  provide' fund's t o  

the  d esp era te  Peking Government. Because o f  p o l i t i c a l  

d e s ig n s  of  f o r e i g n  governments, China’s need for  i n d u s t r i a l i 

z a t io n  and r e o r g a n iz a t io n  c a p i t a l  . in cr ea sed  r a th er  than d e 

cr e a se d .  A ccord ing ly ,  China appealed to  th e  p a r t i c i p a n t s  

of  th e  f i r s t  consortium., but the. Entente Powers, engaged -in 

World War I ,  had no a v a i l a b l e  c a p i t a l .

1 6 I b i d . , - p .  1 7 1 .



I n c r e a s i n g l y  c o n c e r n e d ,  t h e  E n t e n t e  b a n k e r s  s o u g h t  

A m e r i c a n  p a r t i c i p a t i o n  i n  t h e  c o n s o r t i u m  a s  a mean s  o f  d e s 

t r o y i n g  t h e  n e a r  m o n o p o l y  t h e .  J a p a n e s e  w e r e  a c h i e v i n g  o v e r

17 ’- C h i n e s e  f i n a n c e s .  . W i t h  h o p e s  o f  A m e r i c a n  c o o p e r a t i o n ,  t h e

f r e n c h ,  R u s s i a n ,  J a p a n e s e  a n d  B r i t i s h  g r o u p s  met  i n  L o n d o n

on J a n u a r y  3Q> 1917. ,  t o  c o n s i d e r  p r o p o s a l s  f o r  .a s u p p l e m e n -
i p

t a r y  i s s u e  o f  t h e  R e o r g a n i z a t i o n  "Loan.  R e s o l u t i o n s  w e r e  

p a s s e d  r e q u e s t i n g  t h e  A m e r i c a n  g r o u p  t o  r e c o n s i d e r ,  i t s  

w i t h d r a w a l  a n d  t o  p a r t i c i p a t e  i n  t h e  p r o p o s e d  s u p p l e m e n t a r y  

l o a n ,  o r  I f  t h e  e x i s t i n g  A m e r i c a n  g r o u p  d i d  n o t  w a n t  t o  

p a r t i c i p a t e  p e r h a p s  a n o t h e r  g r o u p ,  c o u l d  be'  d e s i g n a t e d .  The  

g r o u p  m e e t i n g  i n  L on d o n  h o p e d  t h a t  a 1 0 , 0 0 0 , 0 0 0  t o  2 0 , 0 0 0 , 0 0 0  

p o u n d  l o a n  c o u l d  be e q u a l l y  i s s u e d ,  i n  J a p a n  a n d  t h e  U n i t e d  

S t a t e s .  S a l t  r e v e n u e s  a n d  l a n d  t a x e s ,  w e r e  t o  be  u s e d  a s  

s e c u r i t y .  T h i s  r e s o l u t i o n ,  h o w e v e r ,  d i d  n o t  r e a c h  J .  P.  

M o r g a n  a n d  t h e  A m e r i c a n  g r o u p  u n t i l  M a r c h  2 , .  1 9 1 7 * ^

When i n f o r m a t i o n  o f  t h e  L o n d o n  m e e t i n g  r e a c h e d  t h e  

S t a t e  D e p a r t m e n t , . i t  came t h r o u g h  t h e  A m e r i c a n  A m b a s s a d o r

i n  T o k y o ,  G e o r g e  G u t h r i e .  G u t h r i e  w r o t e  W a s h i n g t o n  on
* .

J a n u a r y  2 7 t h  t h a t  t h e  J a p a n e s e  M i n i s t e r  o f  F o r e i g n  A f f a i r s

h a d  i n f o r m e d  h i m  t h a t  J a p a n  w o u l d  a p p r o v e  A m e r i c a n  r e e n t r y  

• ^ I b i d . ,  p p .  1 .44-A5,  1 5 9 - 5 5 ;  C u r r y ,  Woodrow W i l s o n ,
p .  1 8 8 .

/ ^ T h e  . R e o r g a n i z a t i o n  L o a n  h a d  b e e n  p a r t  o f  . t h e  f i r s t  
c o n s o r t i u m  n e g o t i a t i o n s .  I t  was t o  p r o v i d e  r e v e n u e  f o r  t h e  
r e o r g a n i z a t i o n  o f  t h e  c e n t r a l  g o v e r n m e n t  o f  C h i n a .  F o r  a 
d e t a i l e d  a c c o u n t  o f  t h e  n e g o t i a t i o n s ' s e e  F i e l d ,  C h i n e s e  
C o n s o r t i u m s , Chap .  V I .

^ F o r e i g n ’ R e l a t i o n s ,  1917 ,  p .  128 .
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s u p p  o r  t  w ou 1 d 

a d d e d  t h a t  r e p o r t s  

c u l a t i n g  i n  t h e  U n i t e d  S t a t e s  

a g e n c i e s  a n d  u n w a r r a n t e d ,  l ie 

i  ng  u n a  b a t  e d w i t  h e v 1 de  n t  

money

2 0

'21

l o a n s  made 

He a d d e d  t h a t  t h e  

b e t w e e n  A m e r i c a n  a n d  J a p a n e s e  

d e v e l o p m e n t  o f  C h i n a .

a c t i v e l y  s u p p o r t  

o n l y  i f  J a p a n ' s  

a n d  E a s t e r n  I n n e r

G u t h r i e g  i n d i -  

f a v o r a b l e  t o  

c o n s o r t i u m  l o a n s ,  

t o  C h i n a  w e r e  l i s t e d /  b u t  

D e p a r t m e n t  w o u l d  o f f e r  d i p l o -
p  -1

m a k i n g  t h e -  l o a n s ,  

c o n t i n u e d  t o  come f r o m

s u p p o r t  f o r  A m e r i c a n  

f i n a n c i a l  s i t u a t i o n  

r e m a i n e d  g oo d ^  b u t  

J a p a n e s e  c o n t r o l .  He 

a n d  i n s e c u r i t y  c i r -  

w e r e  p r o m p t e d  by J a p a n e s e  

w r o t e ;  e f f o r t s  ’’a r e  c o n t i n u 

s e  c u r i n g  A m e r i c a n  

h a v e  b e e n

t h e  i n t e r n a t i o n a l  f i n a n c i a l  g r o u p  i f  t h e

f o r  a d m i n i s t r a t i v e  . p u r p o s e s .

h o p e d  f o r  c o o p e r a t i o n

i n  l o a n s  f o r  t h e  i n d u s t r i a l

t h e  J a p a n e s e  g o v e r n m e n t  w o u l d

i n d u s t r i a l  d e v e l o p m e n t

s p e c i a l  r i g h t s  i n ' ' M a n c h u r i a
20u n a f f e c t e d . 

days-  l a t e r  L a n s i n g  r e s p o n d e d  t o  

S t a t e  D e p a r t m e n t  w o u l d  be 

A m e r i c a n ,  f i n a n c i e r s  i n  

o f  p o l i t i c a l  l o a n s  

n o  i n d i c a t i o n  t h a t  t h e  

s u p p o r t  t o  A m e r i c a n  f i n a n c i e r s  

o f  e n c o u r a g e m e n t ,  h o w e v e r ,

R e i n s c h . .  To e n c o u r a g e  D e p a r t m e n t  

i n '  C h i n a ,  h e  w r o t e  t h a t  t h e  

c o n s i d e r i n g  t h e  c i r c u m s t a n c e s ,

be  e s s e n t i a l  t o  p r e v e n t  

o f  C h i n e s e  t r o u b l e

d e s i g n  o f  

a f t e r  J a p a n e s e  p o l i t i c a l ,  p u r p o s e s

I b i d .

I b i d  . ,  p . ‘ 118 .
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a c c o m p l i s h e d .  Th e  D e p a r t m e n t ,  R e i n s c h  w r o t e ,  s h o u l d ' p r e s s

C o n t i n e n t a l  a n d  C o m m e r c i a l  o f  C h i c a g o  a n d  Lee.., H i g g i n s o n  

a n d  Company f o r  i n d e p e n d e n t  l o a n s .

A new d e v e l o p m e n t  o c c u r r e d  on  M a r c h  15 wh e n  C h i c a g o ' s  

C o n t i n e n t a l  a n d  C o m m e r c i a l  Bank  V i c e  P r e s i d e n t ,  J o h n  J a y  

A b b o t t ,  s a i l e d  f o r  C h i n a  a b o a r d  t h e  E m p r e s s  o f  A s i a  w i t h  

f u l l ,  p o w e r s  t o  c o n d u c t  l o a n  n e g o t i a t i o n s . 2 ^ R e i n s c h  f o u n d  

t h i s . e n c o u r a g i n g ,  a n d  u p o n  h e a r i n g  o f  A b b o t t f s d e p a r t u r e ,  

t h e  C h i n e s e  G o v e r n m e n t  e x t e n d e d  t h e  l o a n  n e g o t i a t i o n  t i m e  

u n t i l  J u n e  15 .

W h i l e  J o h n  J a y  A b b o t t  w o r k e d  a t  c o m p l e t i n g  l o a n s  

i n d e p e n d e n t l y , ,  memb er s  o f  t h e  f i r s t  A m e r i c a n ' G r o u p  met  t o  

d i s c u s s  t h e i r  i n v i t a t i o n  t o  r e e n t e r  t h e ’S i x  Power  G r o u p .

On M ar ch  8 , t h e  W a l l  S t r e e t  f i r m s ,  J .  P.  M o r g a n  a n d  Company,  

Ku hn ,  L o e b ,  a n d  Company,  F i r s t  N a t i o n a l  B ank  of. New Y o r k ,  

a n d  t h e  N a t i o n a l  C i t y  Bank  o f  New Y o r k  i n f o r m e d  L a n s i n g  o f  

t h e  p o s s i b i l i t y  o f  p a r t i c i p a t i o n  i n ' t h e  p r o p o s e d .  S u p p l e m e n 

t a r y  R e o r g a n i z a t i o n  Loan, .  Th e  g r o u p  f e l t  t h a t  p r o p e r  

a d m i n i s t r a t i o n  a n d  c o l l e c t i o n  o f  t h e  l a n d  t a x  c o u l d  s e c u r e  

t h e  l o a n ,  b u t  t -hey w o u l d  n o t  e n t e r  i n t o  n e g o t i a t i o n s  w i t h o u t  

t h e  e x p r e s s e d . a p p r . o v a  1 o f  t h e  A m e r i c a n  G o v e r n m e n t , T h e r e  

" w o u l d  h a v e - t o  be  no  d o u b t  e i t h e r  t h e n  o r  a t  a n y  f u t u r e  

t i m e  o f  o u r  G o v e r n m e n t f s s y m p a t h e t i c  i n t e r e s t  i n  a n d .

22 I b i d . ,  p .  125 ;  S t a t e  P a p e r s  R e l a t i n g  t o  C h i n a ,  
8 9 3 . 5 1 / 1 6 6 6 - 1 8 3 5 /  R o l l " 1 5 0 ,  F r a m e  3 3 0 . '

2 3 i t i i d . , p p .  1 25 ,  128 .



m24s u p p o r t  o f  t h e  p r o j e c t .  . C l e a r l y , ,  t h e  W i l s o n ’ a d m i n i s t r a 

t i o n  now h a d  a d e c i s i o n  t o  make .

L a n s i n g ' s  i m m e d i a t e  a n s w e r  t o .  t h e  A m e r i c a n  G r o u p  

i n f o r m e d  t h e m  t h a t  d u e  t o

p r e s s u r e  o f  o t h e r  i m p o r t a n t  b u s i n e s s  a n d  c e r 
t a i n '  d e v e l o p m e n t s ,  w h i c h  may h a v e  a n  i m p o r t a n t  
b e a r i n g  on t h e - m a t t e r ,  t h e  D e p a r t m e n t  h a s  n o t  
b e e n  a b l e .  a s .  y e t  t o  a r r i v e  a t  a d e f i n i t e ■ c o n 
c l u s i o n ' o n  t h i s  s u b j e c t . ^ 6 .

O b v i o u s l y ,  L a n s i n g  w a n t e d  t i m e .  The  E u r o p e a n  War ,  a p r i 

mary  c o n c e r n ,  h e l d  h i s  a t t e n t i o n ,  a n d  W i l s o n  h a d  y e t  t o  

a g r e e  t o  a n  i n t e r n a t i o n a l  c o n s o r t i u m  a s  a  d i p l o m a t i c  means  

r e s t r a i n i n g  J a p a n e s e  a c t i v i t i e s  i n  C h i n a .

By t h e  e n d  o f  May t h e  A m e r i c a n  G r o u p  made a n o t h e r  

a p p e a l  f o r . D e p a r t m e n t  e n d o r s e m e n t  o f  A m e r i c a n  p a r t i c i p a t i o n  

i n  t h e  R e o r g a n i z a t i o n  L o a n .  The  F i r s t  C o n s o r t i u m  A g r e e m e n t , ,  

d u e  t o  t e r m i n a t e  on J u n e . 1 8 ,  1917* c o u l d  r e s u l t  i n  c o m p l i 

c a t i o n s  f o r  t h e  g r o u p  i f  p a r t i c i p a t i o n  i n  t h e  l o a n  d i d  n o t
• p g

o c c u r  b e f o r e  t e r m i n a t i o n .  . L a n s i n g ' s  r e s p o n s e  was  t o  

n o t i f y  t h e  A m e r i c a n  G r o u p  on.  J u n e  .6 t h a t ,  d u e  t o  p o l i t i c a l  

d i s t u r b a n c e s  and.  c o n d i t i o n s  i n  C h i n a ,  i t  was  i m p o s s i b l e  t o  

make a " d e f i n i t e  s t a t e m e n t  o u t l i n i n g  a  p o l i c y M i n  c o n n e c 

t i o n  w i t h  t h e  S u p p l e m e n t a r y  R e o r g a n i z a t i o n  L o a n .  R o b e r t
. \

L a n s i n g ' s  r e p l y ,  f o r  a l l  p r a c t i c a l  p u r p o s e s ,  c l o s e d  t h e  i s s u e

o f  A m e r i c a n  b a n k e r s  l o a n i n g  money t o  C h i n a  t h r o u g h  t h e . F i r s t  
2 7C o n s o r t i u m .  ■

2 ^ S t a t e  P a p e r s  R e l a t i n g  t o  C h i n a , 8 9 3 - 5 1 / 1 6 6 6 - 1 8 3 5 > 
R o l l  1 5 0 ,  F r a m e s ' 3 . 6 5 - 6 6 .

^ F o r e i g n  R e l a t i o n s ,  1917* P* 1 2 9 .

2 h b l d . , p p .  1 2 9 - 1 3 0 .

^ S t a t e  P a p e r s  R e l a t i n g  t o  C h i n a ., 8 9 3 . 5 1 / 1 6 6 6 - 1 8 3 5 > 
R o l l ' 1 5 0 /  F r a m e  4 5 6 .  . ■



C o n t r a r y  t o  L a n s i n g ' s  r e p l y  t o  t h e  A m e r i c a n  G r o u p ,  

h i s  . o t h e r  c o r r e s p o n d e n c e  .i n d i c a t e d  he  d e s i r e d  p a r t i c i p a t i o n  

by A m e r i c a n  b a n k e r s  i n  a n  i n t e r n a t i o n a l  c o n s o r t i u m .  He
s

w r o t e .  W i l s o n  on J u n e  2 5 , t h a t  he  did-  n o t  . s u p p o r t  A m e r i c a n

b a n k e r s  e n t e r i n g  t h e  C o n s o r t i u m  b e c a u s e  i t  o p p o s e d  t h e  o p e n

d o o r .  A p p a r e n t l y ,  . h e  d i d  n o t  make . ,known t o  W i l s o n  h i s

p e r s o n a l  . v i e w p o i n t . A D e p a r t m e n t  memorandum w r i t t e n  by

L a n s i n g  r e a d s :

My own v i e w  i s  t h a t  t h e  w h o l e  q u e s t i o n ,  / o f  
A m e r i c a n  p a r t i c i p a t i o n  i n  c o n s o r t i u m  l o a n s /  
b e i n g  o f  s o  much i m p o r t a n c e  t o  o u r  f u t u r e  
r e l a t i o n s  i n  t h e  F a r  E a s t ,  o u g h t  t o  be  c o n 
s i d e r e d -  ’w i t h  l i t t l e  r e g a r d  t o  t h e  p a s t .  °

T h i s  Memorandum i n d i c a t e d  L a n s i n g  w a n t e d  t o  a l t e r  t h e  e x i s t 

i n g  C h i n a  p o l i c y ,  a n d  d i d  n o t  know how t o  c h a n g e  W i l s o n ' s  

c o n t i n u e d  i n s i s t e n c e  t h a t  t h e  t r a d i t i o n a l . o p e n  d o o r  p o l i c y  

a n d  C h i n a ' s  t e r r i t o r i a l  a n d  a d m i n i s t r a t i v e  i n t e g r i t y  be  

u p h e I d .

W i l s o n ' s  p o s i t i o n  a n d  L a n s i n g ’ s r e l u c t a n c e  t o  p r e s s  

t h e .  i s s u e  doomed  t h e  U n i t e d  S t a t e s . 1 r e e n t r y  i n t o  t h e  F i r s t  

C o n s o r t i u m .  M e a n w h i l e  J o h n  Jay.  A b b o t t ' s  l a s t  h o u r  a t t e m p t  

t o  i n d e p e n d e n t l y  c o m p l e t e  t h e  C o n t i n e n t a l  and. C o m m e r c i a l ' s  

l o a n  a g r e e m e n t  a l s o  f a i l e d .  R e i n s c h ' s  t e l e g r a m  on J u n e  4 

n o t e d  t h a t .  A b b o t t  h a d  s e c u r e d ,  - a d d i t I o n a  1 s e c u r i t y  f o r  t h e

l o a n ,  b u t  t h e  d i s o r g a n i z a t i o n  o f  t h e  C h i n e s e  G o v e r n m e n t
- '■ 2 Qp r e v e n t e d  t h e - - n e g o t i a t i o n s "  f rom-  b e i n g  s i g n e d .

^ S t a t e  P a p e r s  R e l a t i n g  t o  C h i n a , 8 9 3 * 5 l / l 6 6 6 ~ l Q 3 5 > 
R o l l  1 5 0 , F r a m e  oS 'S-  •

^ 9F o r e i g n Re l a t  I o n s , 1..9 17-, p . 13 0 .
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C h i n a  c o n t i n u e d  t o  r e q u e s t  ■ m o n e y , J  a n d  . A m e r i c a n  

b a n k e r s  c o n t i n u e d  t o  d e n y  C h i n a  l o a n s .  By t h e  e n d  o f  J u n e  

1917 *  I n d i c a t i o n s : w e r e  t h a t  t h e  U n i t e d  S t a t e s  w o u l d  n o t  be

i n v o l v e d  i n  f i n a n c i n g  C h i n a .  Th e  A m e r i c a n  G o v e r n m e n t ' s
>

r e l u c t a n c e  t o  r e j o i n  t h e  o r i g i n a l  c o n s o r t i u m  r e s u l t e d  f r o m  

s e v e r a l  f a c t o r s .  F i r s t ,  W i l s o n  a s s u m e d  a p o s t u r e  o f  n o n -  

g o v e r n m e n t  s u p p o r t  f o r  p r i v a t e  b a n k s  w i l l i n g  t o  l o a n  m o ne y .  

S e c o n d ,  p r i v a t e ‘b a n k e r s  r e f u s e d ' t o  r i s k  t h e i r  c a p i t a l  w i t h 

o u t  S t a t e . d e p a r t m e n t ,  g u a r a n t e e s .  T h i r d ,  t h e  u n s t a b l e  p o l i 

t i c a l  c o n d i t i o n s  i n  C h i n a ,  r e s u l t i n g  f r o m  f a i l u r e  t o  c o n 

s o l i d a t e  p o l i t i c a l  p o w e r  i n  a c e n t r a l  a u t h o r i t y ,  d i s c o u r a g e d  

i n v e s t m e n t . .  F o u r t h ,  t h e  War i n  E u r o p e  n o t  o n l y  p r e e m p t e d  

S t a t e ' ' D e p a r t m e n t  t i m e ,  b u t  a l s o  p r o v i d e d  a  l u c r a t i v e  i n 

v e s t m e n t  a r e n a  f o r  s u r p l u s  c a p i t a l .

A m e r i c a n  p r e p a r a t i o n  f o r  w a r  d u r i n g  t h e  s p r i n g  a n d  

summer  o f  1 9 1 7  m a r k e d  a l u l - l  i n  d i p l o m a t i c  a c t i v i t y  i n  

C h i n a . ' On S e p t e m b e r  .7 , R e i n s c h  i n f o r m e d  t h e  S t a t e  D e p a r t m e n t  

t h a t  t h e  C h i n e s e  M i n i s t e r  o f  F i n a n c e  i n t e n d e d  t o  o p e n  n e g o -  

t i a t i o n s ■w i t h  r e p r e s e n t a t i v e s  o f  t h e  C o n s o r t i u m  f o r  a p p r o x i 

m a t e l y  2 0 0 , 0 0 0 , 0 0 0  M e x i c a n  d o l l a r s . .  T h e  l o a n ,  i f  c o m p l e t e d ,  

w o u l d  go  f o r  c u r r e n c y  r e f o r m .  L a n s i n g  I m m e d i a t e l y  i n q u i r e d  

o f  t h e  A m e r i c a n  A m b a s s a d o r  t o  B r i t a i n ,  W a l t e r  H. P a g e ,  

w h e t h e r  o r  n o t  t h e  B r i t i s h  b a n k s  w o u l d  h a v e  t h e  s u p p o r t  

o f  t h e i r  g o v e r n m e n t  i n  t h e  p r o p o s e d  l o a n .  A m b a s s a d o r  P a g e  

r e p l i e d  t h a t  t h e  F o r e i g n  O f f i c e  knew n o t h i n g  o f  t h e  M e x i c a n  

d o l l a r  l o a n , ,  a n d  r e m i n d e d  L a n s i n g  t h e  B r i t i s h  h a d ,  t h r o u g h

3 ° I b i d  . , ■ p p . '  1 3 6 - 3 7 .



A r t h u r  J a :me's B a l f o u r , e n c o u r a g e d  A m e r i c a n  p a r t i c i p a t i o n  i n  

l o a n s ' t o  C h i n a  s o  t h e  J a p a n e s e  w o u l d  n o t  d o m i n a t e .  ■ The  

F o r e i g n  O f f i c e ,  P a g e ’ a d d e d ,  d i d  n o t  e n c o u r a g e  l o a n s  a t  

t h i s  p a r t i c u l a r  t i m e . ^ - 1-

S i x  d a y s  a f t e r  h e a r i n g  a b o u t  t h e  r u m o r e d  M e x i c a n  

d o l l a r  l o a n ,  t h e  C h i n e s e  M i n i s t e r  made'  a d i r e c t  r e q u e s t  

t o  t h e  S t a t e  D e p a r t m e n t  f o r  a n  A l l i e d  l o a n  o f  $ 1 0 0 , 0 0 0 , 0 0 0 ,  

a n d  was  t o l d  i t  m i g h t  h e  p o s s i b l e  f o r  a $2 5 , 0 0 0 ,0 0 0  l o a n  t o  

be  i s s u e d .  R e i n s c h  d i d  n o t  f a v o r  a l o a n  o u t s i d e . t h e  c o n 

s o r t i u m .  He f e l t  a war .  l o a n  w o u l d  b e ' w a s t e d  i f  a d e f i n i t e  

w a r  p u r p o s e  w e r e  n o t  l i s t e d . ,  R e i n s c h  a l s o  b e l i e v e d  t h a t  

A m e r i c a n  money s h o u l d  r e s u l t  i n  C h i n e s e  c o m m i t m e n t  t o  

e q u a l  o p p o r t u n i t y  f o r  A m e r i c a n s  i n  e c o n o m i c  a n d  c o m m e r c i a l
op

i n v e s t m e n t , - ?  -and t h i s  w o u l d  n o t  h a p p e n  t h r o u g h  a n  A l l i e d  

war.  l o a n .  ■

I n  s p i t e  o f  R e i n s c h ' s  w a r n i n g ,  on S e p t e m b e r  1 9 ,  

L a n s i n g  s e n t  a  r e q u e s t  t o  t h e  S e c r e t a r y  o f  t h e  T r e a s u r y  f o r  

a $2 5 , 0 0 0 ,0 0 0  l o a n .  Th e  l o a n ,  i f  a p p r o v e d ,  w o u l d  b e  i s s u e d  

i n  t h e  f o r m  o f  c r e d i t s .  L a n s i n g  r e c o m m e n d e d  t h a t  a 

c o m m i t t e e  o f  A m e r i c a n s  me e t  w i t h  C h i n e s e  o f f i c i a l s  t o  

d e t e r m i n e  w h e r e  t h e  c r e d i t s  were '  t o  be  s p e n t ,  a n d  w h e t h e r  

o r  n o t  a l a r g e r  a m o u n t  w o u l d  be n e e d e d  by-  -Chi na .  3 a  .

^ I b i d . . ,  p p .  1 3 8 - 4 0 ;  S t a t e  P a p e r s  R e l a t i n g  t o  C h i n a ,
8 9 3 . . 5 1 / 1 6 6 5 ^ 1 5 3 5 , .  R o l l  1 5 0 , F r a m e s  " 6 1 9 -2 0 .

3 2 F o r e i g n  R e l a t i o n s , 1 9 1 7 ,  P P • 1 4 0 - 4 1 .

3 3 s t a t e  P a p e r s  R e l a t i n g - t o  C h i n a ,  8 9 3 - 5 1 / 1 6 6 6 - 1 8 3 5 ,  
R o l l  1 5 0 ,  F r a m e s .  -629-31. -



When t h e  S t a t e  D e p a r t m e n t  s e n t  t h e ' i r  i n q u i r y  t o  t h e

T r e a s u r y  D e p a r t m e n t ,  i t  i n c l u d e d  q u e s t i o n s  c o n c e r n i n g  t h e

p o s s i b i l i t y  o f  l o a n i n g  money w i t h o u t  s e c u r i t y . .  Once t h e

i n q u i r y  had  b e e n  made o f  t h e  T r e a s u r y ,  t h e  S t a t e .  D e p a r t m e n t

i n f o r m e d  t h e  A m e r i c a n  L e g a t i o n  i n  P e k i n g  t h a t . t h e y . w e r e  now

c o n s i d e r i n g  a l o a n  f r o m  t h e  A m e r i c a n  Gove rnmen t  i n s t e a d  o f

a ' C o n s o r t i u m  l o a n . '  T h e  D e p a r t m e n t  b e l i e v e d  t h a t  a C o n s o r t i u m

l o a n  wou ld  be a J a p a n e s e  l o a n  s i n c e  J a p a n  r e m a i n e d  t h e  o n l y

member o f  t h e  C o n s o r t i u m  c a p a b l e  o f  a l o a n  w i t h o u t  f i r s t

b o r r o w i n g  f rom t h e  U n i t e d  S t a t e s .  An i n d e p e n d e n t  l o a n

c o n t i n u e d  t o  be  u n d e s i r a b l e .  I n  v iew o f  t h e  d e v e l o p i n g /

c i r c u m s t a n c e s ,  R e i n s c h  a g a i n  u r g e d  c a u t i o n .  A war  l o a n  t o

China  c o u l d  become a t o o l  o f  J a p a n  due  t o  t h e i r  i n f l u e n c e
44i n  C h i n a ' s  G ov e r nm e n t .

O s c a r  T.  C r o s b y  o f  t h e  T r e a s u r y  D e p a r t m e n t  q u e s 

t i o n e d  t h e  S t a t e  D e p a r t m e n t ' s  r e q u e s t ,  and  he  a s k e d  L a n s i n g  

t o  s u p p l y  t h e  r e a s o n s  f o r  s u c h  a l o a n .  L a n s i n g ' s  r e p l y  . 

came i n  t h e  fo rm  o f  a q u e s t i o n .  Did t h e  War D e p a r t m e n t  

c o n s i d e r  i t  p o s s i b l e  and  a d v i s a b l e  f o r  Ch ina  t o  c o o p e r a t e  

w i t h  t h e  A l l i e s  a g a i n s t  Germany? The War D e p a r t m e n t ' s  

r e p l y  f r o m  Newton D. Baker-  s t a t e d  l o a n s  to.  Ch in a  we re  

f a v o r e d  f o r  m i l i t a r y  p u r p o s e s , ,  b e c a u s e  C h i n e s e  t r o o p s  c o u l d  

mean more f i g h t i n g  men c o u l d  be b r o u g h t  t o ' E u r o p e  v i a  t h e  

M e d i t e r r a n e a n  S e a .  The M e d i t e r r a n e a n  r e m a i n e d  f r e e  o f

3 ;,S t a t e  Pap e r s  R e l a t i n g  t o  C h i n a , '893 • 5 1 / 1 8 6 6 - 1 8 3 5 *  
R o l l  1 5 0 ,  Frame ' b £ U J ' .a n d  F o r e i g n  R e l a t i o n s , 1.917* p .  1 4 2 .



s u b m a r i n e s .  B a k e r  a l s o  c i t e d  v a l u a b l e - r a w  m a t e r i a l s  a n d  

p s y c h o l o g i c a l  b e n e f i t s . 3 5

M e a n w h i l e . ,  t h e . J a p a n e s e ,  t h r o u g h  t h e  Yokohama S p e c i e  

B a n k ,  t o o k ,  t h e  l e a d  in-  C o n s o r t i u m  n e g o t i a t i o n s . -  On 

O c t o b e r  3 t h e  B r i t i s h  E m b a s s y  f o r m a l l y  r e q u e s t e d  A m e r i c a n  

p a r t i c i p a t i o n  w i t h  J a p a n  i n  t h e  C o n s o r t i u m .  T h e  B r i t i s h  

r e q u e s t  n o t e d  t h a t  J a p a n . h a d  a s k e d  f o r  A m e r i c a n  c o o p e r a t i o n  

i n  t h e  C o n s o r t i u m ,  a n d  t h e  U n i t e d  S t a t e s  s h o u l d ,  a c c e p t  

b e c a u s e  A m e r i c a n  c o o p e r a t i o n  w o u l d  a s s u r e  b o t h  t h e  A m e r i c a n  

a n d  B r i t i s h  G o v e r n m e n t s  a v o i c e  i n  c u r r e n c y  r e f o r m ,  a n d  

w h a t e v e r ' o t h e r  f a c e t s  o f  t h e  C h i n e s e  e c on om y  t h e  J a p a n e s e  

i n t e n d e d  t o  c o n t r o l . -  Not  u n t i l  O c t o b e r '9  d i d  R e i n s c h  i n 

f o r m  t h e  S t a t e  D e p a r t m e n t  t h a t  on A u g u s t  2 8  t h e  Yokohama 

S p e c i e  Bank  ha d  a d v a n c e d  1 0 , 0 0 0 , 0 0 0  y e n t o  t h e  C h i n e s e
O O '  ■ ■

G o v e r n m e a t - . "  Jap>a.n c a l l e d  x h e  l o a n  t h e  S e c o n d  

R e o r g a n i z a t i o n  L o a n .

B r i t i s h  a n d  F r e n c h  o f f i c i a l s ,  g r e a t l y  a l a r m e d  a b o u t  

t h e  J a p a n e s e  R e o r g a n i z a t i o n  L o a n ,  a p p e a l e d  a g a i n  f o r  A m e r i c a n  

p a r t i c i p a t i o n  i n  l o a n s  t o  C h i n a .  h a n g i n g ' s  r e p l y  t o  b o t h  

n a t i o n s  n o t e d  t h e  U n i t e d  S t a t e s '  c o n c e r n .  The  S t a t e  D e p a r t 

m en t  p r o m p t l y  i n f o r m e d  R e i n s c h  o f  i t s  i n t e n t i o n  t o  b a s e  a 

c l a i m  t o  p a r t i c i p a t i o n ,  i n  t h e  J a p a n e s e  R e o r g a n i z a t i o n  u p o n  

t h e  h i s t o r y  o f  t h e  p r o j e c t .  The  c l a i m  t o  p a r t i c i p a t i o n  i n

3 5 s t a t e  P a p e r s  R e l a t i n g  t o  C h i n a ,  8 9 3 . 5 l / l 6 6 6 - l 8 3 5 r  
R o l l  -1.80, F r a m e s  6373 ■ 648- a n d  6 b o - “

^ F o r e i g n  R e l a t i o n s ,  1917^ p p .  1 4 5 - 7 8 .
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t h e  l o a n  would,  be  c o n t r o l l e d  by t h e  S t a t e  D e p a r t m e n t  a n d  

n o t  a i b a n k i n g  g r o u p . f

C o n c e r n  d e e p e n e d  when  w o r d  r e a c h e d  W a s h i n g t o n  on  

O c t o b e r  2 6  t h a t  t h e  C h i n e s e  Ban k  o f  C o m m u n i c a t i o n  h a d  

a g r e e d  t o  a 2 0 , 0 0 0 , 0 0 0  y e n  l o a n ,  v / i t h  t h r e e  J a p a n e s e  b a n k s . 3 ^  

A m e r i c a n  r e f u s a l  t o  j o i n  t h e  J a p a n e s e  h a d  l e f t  t h e  d o o r  

o p e n  f o r  J a p a n e s e  p e n e t r a t i o n .  By Nov ember  1 9 1 7  t h e  S t a t e  

D e p a r t m e n t  r e a l i z e d  t h a t  t o  s e c u r e  e q u a l  i n v e s t m e n t  o p p o r 

t u n i t i e s  f o r  A m e r i c a n s  i n  C h i n a  a n d  m a i n t a i n  t h e  o p e n  d o o r  

i m m e d i a t e  a c t i o n  was  n e c e s s a r y .  A c c o r d i n g l y ,  on No ve mb er  9* 

L a n s i n g  c a b l e d  R e i n s c h  t h a t  t h e  D e p a r t m e n t  f a v o r e d '  A m e r i c a n  

p a r t i c i p a t i o n  i n  a C o n s o r t i u m ,  a n d  w o u l d  p r o b a b l y  u n d e r t a k e '

a t  once  t o  o r g a n i z e  a. new American g r o u p . 3 9

M e a n w h i l e ,  t h e  C h i n e s e  a p p l i e d  f o r  a n  a d v a n c e  o f  

• 2 , 0 0 0 , 0 0 0  p o u n d s  on  t h e  p r o p o s e d  S u p p l e m e n t a r y  R e o r g a n i z a 

t i o n  L o a n . J a p a n  f a v o r e d  t h e  r e q u e s t ,  w h i l e  B r i t a i n  r e - ,  

m a i n e d  r e l u c t a n t  t o  make, a n  a d v a n c e , ^  and. t h e  F r e n c h  t o o k

t h e  o c c a s i o n  t o  u r g e  t h e  p r o m p t  o r g a n i z a t i o n  o f  a n  A m e r i c a n  

42 1g r  o u p .

3 7 x b i d . , p .  1 4 9 .

3£>x b i d . j p .  1 5 0 .  T h i s  l o a n  w o u l d  be  t h e  f i r s t  o f  
many N i s h l h a . r a  l o a n s  t h a t  . w e r e  made b e t w e e n  S e p t e m b e r  1 9 1 7 .  
a n d  S e p t e m b e r  1 9 1 6 .

3 9 p  o r  e l  g n R e 1 a 1 1 o n s , 1917* P* 153 •

^ ° S e e  f o o t n o t e  on p a g e  51  f o r  t h e  p a r t i c u l a r s  o f  t h i s
l o a n .

^ I p o r e l g n  R e l a t i o n s , '1917* PP* 1 5 3 - 5 4 ; -  S t a t e  P a p e r s  
R e l a 1 1 n g  t  o~ C h i n a , 6 9 3  • 5 1 / l 6 6 6 - ~ l 8 3 5 * R o l l  1 5 0 , F r a m e  "659.

4 2 F o r e l g n  R e l a t i o n s , 1917* PP» . '154-55*



6.1

On N o v e m b e r  2 0 ,  R e i n s c h  r e p o r t e d  f r o m  P e k i n g  t h a t  

s i n c e  B r i t a i n  a n d  F r a n c e  . w e r e  u n a b l e  t o  p a r t i c i p a t e  i n  t h e  

S u p p l e m e n t a r y  R e o r g a n i z a t i o n  Loan* t h e  a d v a n c e  w o u l d  be  

c a r r i e d  by J a p a n  a l o n e .  Th e  C h i n e s e  M i n i s t e r  o f  F o r e i g n  

A f f a i r s ,  f e a r f u l  t h a t  t h e  J a p a n e s e  w o u l d  t a k e  a d v a n t a g e  

o f  t h e  C h i n e s e  G o v e r n m e n t  a n d  r e s t r i c t  h e r  f i n a n c i a l  i n d e -  

p e n d e n c e ,  a p p e a l e d  t o  R e i n s c h .  I n  W a s h i n g t o n ,  t h e  W i l s o n  

a d m i n i s t r a t i o n  now s o u g h t  t o  h a v e  t h e  F r e n c h  G r o u p  p a r t i 

c i p a t e  i n  t h e  a d v a n c e  a n d  h a v e  t h e  A m e r i c a n  G r o u p , , o n c e  

o r g a n i z e d ,  c a r r y  F r a n c e ' s  f u r t h e r  o b l i g a t i o n s  i n  t h e  l o a n .

S i m i l a r  p a r t i c i p a t i o n  was  u r g e d  by  t h e  S t a t e  D e p a r t m e n t  on
Ail

t h e  p a r t  o f  t h e  B r i t i s h .

S i m u l t a n e o u s  t o  t h e  l o a n  d e v e l o p m e n t s  i n  C h i n a  b e 

t w e e n  S e p t e m b e r  6 , 1917^  And Nov emb er  2 ,  1 9 1 ?  r  L a n s i n g  was  

i n  n e g o t i a t i o n s  w i t h  V i s c o u n t  K i k u j i r o  I s h i i  o f  J a p a n .

T h r o u g h  t h e  r e s u l t i n g  L a n s i n g - I s h i i  A g r e e m e n t ,  L a n s i n g  

w a n t e d  t o  e s t a b l i s h  a w o r k i n g  w a r t i m e ,  d i p l o m a t i c  r e l a t i o n 

s h i p  w i t h  J a p a n .  He a l s o  w i s h e d  t o  s e c u r e  a n  a g r e e m e n t  w i t h  

t h e  J a p a n e s e  t h a t  w o u l d  b o l s t e r  t h e  o p e n  d o o r  i n  t h e  F a r  E a s t .  

L a n s i n g  c o n c e d e d  t o  J a p a n  a d o m i n a n t  i n f l u e n c e  i n  M a n c h u r i a ,  

b u t  i n  d o i n g  s o  he  h o p e d  t o  s e c u r e  f r o m  J a p a n  a r e c o g n i t i o n

o f  t h e  c o m m e r c i a l  o p e n  d o o r  I n  M o n g o l i a  a n d  M a n c h u r i a  a n d  t h e  

a b s o l u t e  n e u t r a l i z a t i o n  o f  t h e  o t h e r  e i g h t e e n  C h i n e s e  p r o v i n c e s . ^

4 3 x b i d . ,  p .  1 5 5 .

^ X b i d . , p p .  1 5 6 - 5 7 .

^5-S t a t e  P a p e r s  R e l a t i n g  t o  C h i n a , 89 3  • 5 1 / 2 - 1 9 3 - 2 4 9 3 a ,
R o l l  1 3 3 ) F r a m e  bO.
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Due t o -  c o n f l i c t s ;  o f  t h e  w ar  and, d i s a g r e e m e n t s  w i t h  P r e s i d e n t
Ilf*• W i l s o n ,  L a n s i n g  d i d  n o t  a c h i e v e  h i s  g o a l s .

On Nov ember  9,  L a n s i n g  c o n f e r r e d  w i t h  W i l s o n . a b o u t  

t h e  c u r r e n c y  a n d  r e o r g a n i z a t i o n  l o a n .  . W i l s o n  f i n a l l y  

a g r e e d  t o  t h e  f o r m a t i o n  o f  a new A m e r i c a n  g r o u p  t o  p a r t i 

c i p a t e  i n  t h e  l o a n . ^ f  W i l s o n  a p p a r e n t l y  f e l t  t h a t  more  

A m e r i c a n  b a n k s  s h o u l d  b e  i n v o l v e d ,  a n d  t h a t  t h e  o l d  g r o u p • 

. s h o u l d  n o t  be  a l l o w e d ,  t o  m o n o p o l i z e  l o a n s  t o  C h i n a .  

B r e c h i n r i d g e  L o n g ,  A s s i s t a n t  S e c r e t a r y  o f  t h e  S t a t e  

D e p a r t m e n t ,  t o o k  c h a r g e  o f  n o t i f y i n g  t h e  b a n k e r s ,  o f  t h e  

c h a n g e  i n  W i l s o n ' s p o l i c y . Long  n o t i f i e d  J o h n  J a y  A b b o t t  

o f  t h e  C o m t i n e n t a l  a n d  C o m m e r c i a l  Bank  o f  C h i c a g o  a n d  

C h a r l e s  H a m i l t o n  S a b i n  o f  t h e  G u a r a n t y .T r u s t  Company o f  

New Y o r k .  A b b o t t  a r r i v e d  i n  W a s h i n g t o n ,  D. C. o n  N ovemb er  

1 4 ,  a n d  f o r  t h e  n e x t  t w o  d a y s ' h e  a n d  Long  d i s c u s s e d  t h e

f o r m a t i o n  o f  a new A m e r i c a n  g r o u p ' ' t o  p a r t i c i p a t e  i n  t h e
• 48c u r r e n c y  a n d  r e o r g a n i z a t i o n  l o a n . .  A new • A m e r i c a n  - g r o u p  

w o u l d  mean t h e  t e r m i n a t i o n  o f  t h e  A m e r i c a n  b a n k i n g  g r o u p  

t h a t  h a d  p a r t i c i p a t e d  i n  t h e  F i r s t  C h i n e s e  B a n k i n g  C o n s o r t i u m .

On Novemb er  2 1 ,  S .  T .  W i l l i a m s ,  C h i e f  o f  t h e '  D i v i s i o n  

. o f . , F a r  E a s t e r n  A f f a i r s ,  . s u b m i t t e d  a memorandum w i t h  h i s

k 6 p 0r  a d e t a i l e d  a c c o u n t  o f  t h e  d i p l o m a c y  s u r r o u n d i n g  
L a n s i n g ' s  i n t e n t i o n s ,  s e e :  B e e r s ,  V a i n  E n d e a v o r , p p .  1 0 2 - 1 1 9 .

^ V i v i a n  L o r r a i n e  M u n so n ,  " A m e r i c a n  M e r c h a n t s  o f  
C a p i t a l  i n  C h i n a :  T h e  S e c o n d  C h i n e s e  B a n k i n g  C o n s o r t i u m . "
( u n p u b l i s h e d  Ph., .DC d i s s e r t a t i o n , . U n i v e r s i t y  of. W i s c o n s i n ,
1 9 6 8 ) ,  p .  6 0 .

A 8■ I b i d . ,  p .  6 1 .



r e c o m m e n d a t i o n s  c o n c e r n i n g  t h e  s u b j e c t  o f  1 o a n s  t o  C h i n a .  

L a n s i n g  f o r w a r d e d  t h e  memorandum t o  W i l s o n  w i t h  a r e c o m 

m e n d a t i o n .  t h a t  i t  b e . a p p r o v e d . I f  n o t  a p p r o v e d ,  L a n s i n g  

n o t e d ,  t h e  U n i t e d  S t a t e s  w o u l d  p r a c t i c a l l y - p u t  " C h i n a  i n  

J a p a n ' s  h a n d s . "  W i l l i a m s  r e c o m m e n d e d  t h a t  t h e . U n i t e d  S t a t e s  

j o i n  w i t h  t h e  B r i t i s h ,  F r e n c h ,  a n d  J a p a n e s e  i n  a  f o u r - p o w e r  

c o n s o r t i u m .  E v e n  i f  t h e  B r i t i s h  and.  F r e n c h  c o u l d  n o t  s h a r e  

e q u a l l y  t h e  f i n a n c i a l  b u r d e n ,  t h e y  c o u l d  p r o v i d e  d i p l o m a t i c  

s u p p o r t .  W i l l i a m s  b e l i e v e d  t h a t  i t  w a s  b e t t e r  t o  " c a r r y "  . 

B r i t a i n  a n d  F r a n c e  t h a n ,  t o  c omp et ' e  a g a i n s t  J a p a n .  He n o t e d  

t h a t  t h e  S t a t e  D e p a r t m e n t  ' s t i l l  o j cposed  r e e n t e r i n g  t h e  o l d  

c o n s o r t i u m .  T h e r e f o r e ,  he  p r o p o s e d  t h e  o r g a n i z a t i o n  o f  a  

new o r  s e c o n d  c o n s o r t i u m .  W i l l i a m s  q u e s t i o n e d  w h e t h e r  t h e  

o l d  A m e r i c a n  g r o u p  s h o u l d  be  r e t a i n e d  o r  a new g r o u p  s h o u l d  

b e  f o r m e d  T h e r e  was-  no need,  f o r  W i l l i a m s ’■ l a s t  q u e s t i o n ,  

' W i l s o n  h a d  a l r e a d y  made t h e  d e c i s i o n  t h a t  t h e r e  w o u l d  be  

a ne  w ' A t i e r  l e a n  g r  o u p .

A f t e r  d u e ; c o n s i d e r a t i o n  , on  D e c e m b e r  10 S e c r e t a r y

o f . t h e  T r e a s u r y  W i l l i a m  McAdoo r e p l i e d  t o  L a n s i n g ’ s l o a n
SO 'r e q u e s t .  McAdoo s a i d  h e ' l e f t  t h e  p o l i t i c a l  d e r i s i o n  t o

t h e  P r e s i d e n t  a n d  S e c r e t a r y  o f  S t a t e .  The  T r e a s u r y .  D e p a r t m e n t

r e a l i z e d  t h e  n e c e s s i t y  o f  a s s i s t i n g  C h i n a ,  b u t  i f - a  l o a n  w e r e

t o  be ma de ,  more  f a c t s  w o u l d  b e . n e e d e d .  McAdoo r e c o m m e n d e d

E s t a t e  P a p e r s  R e l a t i n g  t o  C h i n a ,  8 9 3 . 5 1 / 1 8 3 6 - 1 9 9 9 *  
R o l l  I f l ,  F r a m e s  3 ^ 3 5 .  “  ~

8 ^ S e e ■p a g e  5 7  f o r  L a n s i n g ’ s r e q u e s t  t o  t h e  T r e a s u r y  
D e p a r t m e n t .



s e n d i n g  a c a p a b l e  man t o  C h i n a  f o r  a  s t u d y  a n d  r e p o r t .  He 

c a u t i o n e d  L a n s i n g  t h a t  i f  t h e  New Y o r k  b a n k e r s  w e r e  a l l o w e d  

t o  l o a n  mo ne y ,  i t  s h o u l d  be  on t h e i r  own t e r m s .  McAdoo 

c a u t i o u s l y  a d d e d  t h a t . n o  " g r e e n  l i g h t "  s h o u l d  be  g i v e n  t o  

J o h n  J a y  A b b o t t  a n d  h i s  C h i c a g o  f i r m . ^ l  A p p a r e n t l y  McAdoo 

l a c k e d  B r e c h i n r i d g e  L o n g ’ s t r u s t  i n  A b b o t t .

, On D e c e m b e r  15* L a n s i n g  s u b m i t t e d  t o  McAdoo d e t a i l s  

o f  t h e  C h i n e s e  l o a n  a s  t h e y  w e r e  r e p o r t e d  t o  J o h n  V. A. 

M a c M u r r a y ,  F i r s t  S e c r e t a r y  o f  t h e  A m e r i c a n  L e g a t i o n  i n  

P e k i n g .  M a c M u r r a y  p l a c e d  t h e  l o a n  a m o u n t  n e e d e d  a t

2 0 , 0 0 0 ,0 0 0  p o u n d s ,  a n d  n o t e d  a m p l e  s e c u r i t y  i n  s u r p l u s  

c u s t o m  r e v e n u e s ,  s u r p l u s  s a l t  G a b e l l e  a n d  s m e l t i n g  p r o f i t s .  

H e . p l a c e d  p r i o r i t y  o f  money u s e  on u n i f y i n g  t h e  C h i n e s e  

m o n e t a r y  s y s t e m .  L a n s i n g  a d d e d  t h r e e  more  s t a t e m e n t s  t o  

M a c M u r r a y f s me mora ndum.  F i r s t ,  t h e  u r g e n c y  o f  t h e  i s s u e  

d i d  n o t  a l l o w  t i m e  t o  s e n d  s o m e o n e  t o  C h i n a  t o  s t u d y  t h e  

p r o b l e m .  S e c o n d ,  i f  t h e  U n i t e d  S t a t e s  d i d  n o t  a c t ,  t h e  

J a p a n e s e  w o u l d .  T h i r d ,  i f  t h e  T r e a s u r y  D e p a r t m e n t  a p p r o v e d

a l o a n ,  t h e  S t a t e  D e p a r t m e n t  w o u l d  s u b m i t  a l i s t  o f  b a n k s

G2r e c o m m e n d e d  f o r  p a r t i c i p a t i o n .

McAdoo a n s w e r e d  L a n s i n g :

i n  . v i e w  o f  t h e  f a c t  t h a t  t h i s  f i n a n c i n g  i s  t o  
be  p e r m i t t e d  on d i p l o m a t i c  r a t h e r  t h a n  f i n a n c i a l  
g r o u n d s ,  I  f e e l  t h a t  o u r  / T r e a s u r y /  D e p a r t m e n t  
i s  i n  a b e t t e r  p o s i t i o n  t o  j u d g e ,  . . '^3

E s t a t e  P a p e r s  R e l a t i n g  t o  C h i n a , 8 9 3 * 5 1 / 1 8 3 6 - 1 . 9 9 9 *  
R o l l  1 5 1 ,  F r a m e s  3 4 - 5 *

5 ^ i b i d . ,  F r a m e s  4 8 - 5 1 *

5 3 i b i d . ,  Frame 8 5 .



j u s t  how t h e  m a t t e r  s h o u l d  be h a n d l e d .  I t  .was  o b v i o u s  t o  

McAdoo t h a t '  t h e  S t a t e  D e p a r t  m e r i t 1 s  i n t e r e s t  i n  C h i n a ;  r e 

m a i n e d  d i p l o m a t i c  r a t h e r ' t h a n  . c o n s t i t u t i n g  a s i n c e r e  . e f f o r t  

t o  s o l v e  C h i n a  ' s. c u r r  e n c y  p r o b l e m s .

Due t o .  t h e  f i n a n c i a l  b u r d e n s  o f  t h e  w a r ,  t h e  B r i t i s h  

G o v e r n m e n t  r e f u s e d '  t o  a l l o w  B r i t i s h  p a r t i c i p a t i o n  i n  t h e  

C h i n e s e -  l o a n .  On J a n u a r y  1 ,  1 9 1 8 , t h e  U n i t e d  S t a t e s  

A m b a s s a d o r . ,  - P a g e ,  f o r w a r d e d  t o  t h e .  S t a t e  D e p a r t m e n t  . t h e  

B r i t i s h  s u g g e s t i o n  t h a t  t h e  new A m e r i c a n  g r o u p  c a r r y  

B r i t a i n ’ s  o n e - t h i r d  o f  t h e  p r o p o s e d  l o a n ,  i n  a d d i t i o n  t o - .  

A m e r i c a ' s  s h a r e  o f  o n e - t h i r d . .  F o r e i g n  O f f i c e  o f f i c i a l s  

w a n t e d  t h e  g r o u p  t o  a b i d e  b y  t h e  o r i g i n a l  c o n s o r t i u m  a g r e e 

m e n t  o f  J u n e  1 8 ,  1 9 1 2 .  S i n c e  t h e  J a p a n e s e  e x p r e s s e d  a 

w i l l i n g n e s s  t o  a l l o w  A m e r i c a n  p a r t i c i p a t i o n ,  t h e  A m e r i c a n  

g r o u p  s h o u l d  n o t  e n c o u n t e r  a n y  o p p o s i t i o n  t o  r e e n t e r  t h e -

o l d  c o n s o r t i u m .  F r e n c h  o f f i c i a l s  t o o k - t h e  s ame p o s i t i o n

s4"a s  t h e  B r i t i s h .  • Th e  U n i t e d  S t a t e s ,  h o w e v e r ,  h a d  a l r e a d y  

d e c i d e d  u p o n  t h e  d e s i r a b i l i t y  o f  a new. c o n s o r t i u m .

W h i l e  t h e  B r i t i s h *  - t h e  F r e n c h  a n d  t h e  A m e r i c a n  S t a t e  

D e p a r t m e n t  w e r e  t r y i n g  t o  c o n s o l i d a t e  t h e i r  e f f o r t s  c o n 

c e r n i n g  t h e  c o n s o r t i u m ,  J a p a n  s i g n e d  a n o t h e r  l o a n  a d v a n c e  

o f  1 0 , 0 0 0 , 0 0 0  y e n f o r  c u r r e n c y  r e f o r m , ^  T h e  J a p a n e s e  

a d v a n c e  h e i g h t e n e d  B r i t i s h  a n d  A m e r i c a n  c o n c e r n , ; a n d  c o n 

v i n c e d  t h e m  t h a t  J a p a n  i n t e n d e d ,  t o  g a i n  a f i n a n c i a l  s t r a n g l e 

h o l d  . o n  C h i n a .

■ ^ ^ F o r e i g n  R e l a t i o n s , - 1 9 1 8 , p p .  1 3 9 ” ^ 0 .

3 5 s t a t " e  P a p e r s  R e l a t i n g  t o  C h i n a ,  893 • 5 l / l 8 3 6 - 1 9 9 9 j  
R o l l  1 5 1 , T r a m e s  ' 242~A Y . '  • ’ •
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I t  was th e  Treasury Department th a t  d ec id ed  th e  

immediate f a t e  o f  lo a n s  to  China by e i t h e r  the  U nited  

S ta te s  Treasury or American bankers. L a n s in g 's  September 19» 

1917 r e q u e s t  f o r  a U nited  S ta t e s  Government loan : to  China 

was d en ied , d e s p i t e  the  Departm ent’ s in fo r m a tio n  and en

couragement. McAdoo informed Lansing th a t  l e g a l l y  the  

U nited  S ta t e s  Government had no a u th o r i ty  to  make such a 

lo a n .  He a l s o  p o in ted  out th a t  i t  was " in a d v isa b le  and pro

bably  in  any even t im p o s s ib le ,  f o r  American banks to  p a r t i 

c ip a t e  in  C hinese lo a n s  a t  th e  p r e s e n t ."  McAdoo reccomended  

p o stp on in g  the  d e c i s io n  on th e  lo a n . I f ,  however, an imme

d ia te  d e c i s io n  v/as r e q u ir e d ,  th e  Treasury Department would  

oppose the t r a n s a c t io n . - ^

Not w i l l i n g  to  a ccep t  McAdoof s p o s i t i o n ,  Lansing  

on February 11, wrote W ilson o f  th e  need to  extend  a 

$ 5 0 ,0 0 0 ,0 0 0  war loan  to  China in  th e  form o f  c r e d i t s  to  

the U nited  S ta te s  Government. Lansing ce n te r ed  an unsub-  

t a n t ia t e d  argument f o r  a war lo a n  around h i s  b e l i e f  th a t  i f  

the U nited  S ta te s  p rovid ed  s u f f i c i e n t  c a p i t a l  to  enab le  the  

B r i t i s h  and French c o n tr a c to r s  working in  China to  com plete  

t h e i r  work, th e s e  c o n tr a c to r s  would persuade t h e i r  r e s 

p e c t iv e  governments to  g iv e  up any c la im s  th ey  might have 

to  su p e r io r  in vestm en t r i g h t s  in  China.

To fu r th e r  h i s  u n su b ta n t ia te d  argument f o r  a war lo a n ,  

Lansing added th a t  th e  p o s s ib l e  u se  o f  C hinese c o o l i e s

- ^ F o r e i g n  R e l a t i o n s , 1 9 1 8 ,  p p .  1 4 0 - 4 1 .



c o u l d  p r o v i d e  a . c h e a p  r e p l a c e m e n t  f o r  A m e r i c a n  t r o o p s .

He n o t e d  t h a t  p e r h a p s  t h e  t i m e  was b a d  f o r  a  w a r  l o a n  i n  

v i e w  o f  " t h e  f a c t  i t  c o i n c i d e d  . w i t h  t h e  f l o a t a t i o n  o f  a 

L i b e r t y  B o n d . L a n s i n g  c a u t i o u s l y  c o n c l u d e d  t h a t  f u n d s ,  i n  

a d d i t i o n  t o . t h e  w a r  l o a n ,  n e e d e d  f o r  C h i n e s e  c u r r e n c y  r e 

f o r m  would,  h a v e  t o  w a i t  u n t i l . t h e  f o r m a t i o n  o f  a n  i n t e r 

n a t i o n a l  b a n k i n g  c o n c e r n  a n d  f i n a n c i a l  c o o p e r a t i o n  w i t h  
5 7  -J a p a n .  C l e a r l y ,  t h e  S e c r e t a r y  o f  S t a t e  h o p e d  t h e  P r e s i d e n t  

w o u l d  c h a n g e  h i s  p o s i t i o n  a n d  e n c o u r a g e  A m e r i c a n  . c a p i t a l  i n  

C h i n a .

. W i l s o n  a p p a r e n t l y  c h o s e  to-, i g n o r e  L a n s i n g f s p l e a .

At  a n y  r a t e ,  t h e r e  i s  no  c o r r e s p o n d e n c e  t o  i n d i c a t e  

p r e s i d e n t i a l  i n t e r e s t ,  a n d  f o r  a l l  p r a c t i c a l  p u r p o s e s ' t h e  

p r o p o s e d  g o v e r n m e n t  l o a n  t o  C h i n a  was  d r o p p e d .  A l i m i t e d ,  

a m o u n t  o f  c o r r e s p o n d e n c e  c o n c e r n i n g  l o a n s  t o  C h i n a  e x c h a n g e d  

h a n d s  o v e r  the.  n e x t  f ew m o n t h s . . .  On A p r i l  8 , 1 9 1 8 ,  R e i n s c h  

r e s u m e d  c o r r e s p o n d e n c e  by r e m i n d i n g  t h e  S t a t e  D e p a r t m e n t  

t h a t  t h e  e x p i r a t i o n  d a t e  on t h e  c u r r e n c y  l o a n  o p t i o n  was  

A p r i l  1 8 .  How " f a r  h a s  t h e  f o r m a t i o n  o f  a n  A m e r i c a n  Gr ou p  

p r o c e e d e d ? "  he  a s k e d .  L a n s i n g ,  r e p l i e d  t h a t '  a " f i n a l  d e c i 

s i o n  i n  t h e  c u r r e n c y  l o a n  m a t t e r  h a s  b e e n  d e f e r r e d  p e n d i n g  

d e v e l o p m e n t s  i n  C h i n a  a n d  ' h e r e .  " He. a d d e d  t h a t  he  d o u b t e d

a new g r o u p  w o u l d  be  o r g a n i z e d  i n  t h e  n e a r - f u t u r e .  L a n s i n g  

d i d  a s k  R e i n s c h  t o  s e e  i f ' t h e  C h i n e s e  Govexxnment w o u l d  

g r a n t  a n  e x t e n s i o n  o f  t h e  o p t i o n .  The  C h i n e s e  d i d  e x t e n d  

t h e  l o a n  o p t i o n  f o r .  s i x  m o n t h s . ^8

5 / s t a t e  P a p e r s  R e l a t i n g  t o  C h i n a ,  8 9 3 • 5 l / l 8 3 6 - 1 9 9 9 j  
R o l l  1 5 1 ,  F r a m e s  3 O f , '  3 "07^051

5.^1 b i d . ,  F r a  me s ' 2 8 6 ,  2 837, 2.8.9 •



I n f o r m e d  .on May 7* 1918  o f  t h e  F e n g t l e n  L o a n  

A g r e e m e n t *59 a n o t h e r  N i s h i h a r a .  Loan* L a n s i n g  a s k e d  . R e i n s c h  

f o r  d e t a i l s .  ' R e i n s c h ' s  r e p l y '  i n d i c a t e d  t h e  l o a n  o f  

3 0 * 0 0 0 * 0 0 0  y e n was  f o r  t h e  r e o r g a n i z a t i o n  o f  C h i n a  1s t e l e 

g r a p h i c  s y s t e m .  R e i n s c h  n o t e d  t h e  J a p a n e s e  w e r e  l e n d i n g  t o  

b o t h . t h e  N o r t h e r n  a n d  S o u t h e r n  f a c t i o n s * a n d  many l o a n s  w e r e  

' b e i n g  made t o  t h e  l o c a l .  C h i n e s e  p r o v i n c e s .  P e k i n g  was  o n l y  

o n e  r e c i p i e n t . The M i n i s t e r  f e l t  t h e  l o a n s  w e r e  p r o l o n g i n g  

t h e  C h i n e s e  c o n f l i c t *  a n d  q u e s t i o n e d  t h e i r  l e g a l i t y .  Wo u l d
Got h e - S t a t e  D e p a r t m e n t  p r o t e s t  t h e  -new l o a n s *  he  a s k e d ?

L a n s i n g  s e n t  a n o t h e r  r e q u e s t  f o r  a g o v e r n m e n t  l o a n  

t o  McAdoo* but .  t h e  T r e a s u r y  D e p a r t m e n t  s t i l l . d i d  n o t  f a v o r  

a T r e a s u r y  l o a n .  McAdoo ' s. a t t i t u d e *  h o w e v e r *  h a d  c h a n g e d  

s o m e w h a t  w i t h . t h e  more  r e c e n t  d e v e l o p m e n t s  a n d  i n c r e a s e d  

J a p a n e s e  l o a n s .  He w r o t e  L a n s i n g  t h a t  i f  t h e  i s s u e  was  

f i n a n c i a l * ,  t h e  T r e a s u r y  D e p a r t m e n t  w o u l d  n o t  c o n s i d e r  m a k i n g  

a l o a n *  b u t  i f  t h e  i s s u e  was  o f  g r e a t  d i p l o m a t i c  i m p o r t a n c e  

h e  w o u l d  "be  g l a d  t o  c o n f e r . "  L a n s i n g  c o n s i d e r e d  i t  i m 

p o r t a n t  e n o u g h *  a n d  a s k e d  t h e  T r e a s u r y  t o  c o n f e r  w i t h

■ 63B r e c h i n r i d g e  L o n g ,  ’

59phj_s lo an ,  a g r e e m e n t  was  f o r  t h e  d e v e l o p m e n t  o f  
F e n g t i e n ' s  t e l e g r a p h i c  s y s t e m .  I n  F e n g t l e n  p r o v i n c e *  o ne  
o f  t h e  t h r e e  p r o v i n c e s  c o m p r i s i n g  M a n c h u r i a *  a r e  l o c a t e d  
t h e  i m p o r t a n t ' p o r t s  o f  D a i r e n  a n d  P o r t  A r t h u r .

^ s t a t e  P a p e r s  R e l a t i n g  t o  C h i n a *  8 9 3 - 5 ' l / l 8 3 6 - 1 9 9 9 - >  
R o l l  15-1* F r a m e s  5'A7~50*/  3 1 3  /  3 1 9  .

6 l I ' b i d . ,  F r a m e  3 2 k .



On J u n e  19 ,  a m e e t i n g  was  h e l d  c o n c e r n i n g  l o a n s  t o  

C h i n a . '  I n  a t t e n d a n c e  w e r e  B r e c h i n r i d . g e  Long, -  S t a t e  

D e p a r t m e n t ;  R u s s e l l  C-„ L e f f i n g w e l l ,  A s s i s t a n t  S e c r e t a r y  

of '  t h e  T r e a s u r y ;  A l b e r t  S t r a u s s ,  War T r a d e  B o a r d ;  J o h n  J a y  

A b b o t t ,  C o n t i n e n t a . l  a n d  C o m m e r c i a l  - T r u s t  o f  C h i c a g o ;  and. 

s e . v e r a  1. member s  o f  ‘ t h e  T r e a s u r y  D e p a r t m e n t .  -They d i s c u s s e d

t h e  f e a s i b i l i t y  o f  g o v e r n m e n t  a n d . p r i v a t e  e n t e r p r i s e  l o a n s
h-°a n d  t h e  p r o b l e m  o f  l o a n  s e c u r i t y .  R e i n s c h  h a d  w a r n e d  o f f i 

c i a l s  i n  W a s h i n g t o n  - t h a t  t h e  J a p a n e s e  c o n t r o l l e d  m os t  o f  t h e  

C h i n e s e  r e v e n u e  . s o u r c e s . .  T h e  o n l y  t w o  ma j o r ,  s o u r c e s  r e m a i n 

i n g  w e r e  ..wine a n d  t o b a c c o ,  a n d  t h e y  .were  c o n t r o l l e d  by t h e  

B r i t i s h - A m e r i c a n  T o b a c c o .  Company .  R e a l i z i n g . t h e  . g r a v i t y  

o f  t h e  s i t u a t i o n ,  L a n s i n g  w r o t e  R e i n s c h  h e  was  p r o g r e s s i n g  

i n  t h e  o r g a n i z a t i o n  o f  a n  A m e r i c a n  g r o u p . ®

L a n s i n g  a l s o ' r e n e w e d  h i s  a t t e m p t '  t o  c h a n g e  W i l s o n ' s  

p o s i t i o n  on c o n s o r t i u m  l o a n s - t o  C h i n a . To p e r s u a d e .  W i l s o n  

o f  t h e  n e e d  f o r  c o o p e r a t i v e  f i n a n c e  i n  C h i n a ,  L a n s i n g  

s i g n e d  a n d  s e n t  at d e t a i l e d  memorandum t o  P r e s i d e n t  W i l s o n  

on J u n e  2 0 ,  1 9 1 8 .  The '  s i t u a t i o n  i n  C h i n a ,  L a n s i n g  e x 

p l a i n e d ,  . w a r r a n t e d  A m e r i c a n  c a p i t a l ,  w h e t h e r  i t .  was  f r o m  

t h e  U n i t e d  S t a t e s  G o v e r n m e n t  o r  p r i v a t e  f i r m s .  Th e  T r e a s u r y  

D e p a r t m e n t  r e c o m m e n d e d  p r i v a t e  c a p i t a l ,  a n d  t h e r e f o r e  a l l

i n t e r e s t e d  b a n k s  s h o u l d  be  a s k e d  t o  f o r m  a n  A m e r i c a n  g r o u p .  

L a n s i n g  n o t e d  . I t  would,  be  n e c e s s a r y  f o r  t h e  A m e r i c a n  b a n k e r s

on, "Merchants of  C a p i ta l ,"  p .  6 6 - 7 -  ’

®  S t  a t e  Fa p e r  s R e l a t 1 ng  t  o Ch1 n a , .893 - 5 1 / 1 8 3 6 - 1 9 9 9  ̂
R o l l  1 5 1 , ' F r a m e s  - 4 4 ,



0

t o  f i n a n c e ■B r i t i s h  a n d  F r e n c h  i n t e r e s t s  u n t i l  t h e y  w e r e  

e c o n o m i c a l l y  a b l e  t o  do  s o 1.

Ch in a*  L a n s i n g  w r o t e  W i l s o n *  e x p e c t e d  A m e r i c a n  

' f i n a n c i a l  a s s i s t a n c e . I f  t h e  U n i t e d  S t a t e s  d i d  .not  a c t  

now* t h e  J a p a n e s e  w o u l d  make t h e  n e e d e d  l o a n s  i n d e p e n d e n t l y , .  

As a s o l u t i o n  t o  t h e  d i l e m m a *  L a n s i n g  t h e n  p r o p o s e d  t h e  

f o r m a t i o n  o f  a n  A m e r i c a n  b a n k i n g  g r o u p  I n t e r e s t e d  i n  l o a n s  

t o  t h e  O r i e n t .  Once f o r m e d *  t h e  g r o u p  c o u l d  w o r k  o u t  t h e  

d e t a i l s  o f  t h e  l o a n .  L a n s i n g  c a u t i o n e d  i t  " w o u l d  be'  

n e c e s s a r y  t o  a s s u r e  t h e m  o f  G o v e r n m e n t  s u p p o r t  on  t h i s  

p r o j e c t . .  " He f o r m a l l y  r e q u e s t  e.d . Y l i l s o n r s a p p r o v a  1 t o  

f o r m  a n  A m e r i c a n , b a n k i n g  g r o u p  t h a t  w o u l d  be a s s u r e d  o f .  

g o v e r  nrnent  s u p p o r t  a nd . d i p l o r n a t  1 c ba c k i n g  .

W i l s o n ’ s a p p r o v a l *  w i t h - r e s e r v a t i o n s * ,  came one  d a y

l a t e r  .

I' a p p r o v e  o f  t h e .  c o u r s e  p r o p o s e d '  i n  t h i s  l e t t e r .
I  t a k e  I t  f o r  g r a n t e d  t h a t  e v e r y t h i n g  n e c e s s a r y  
w ou I d  / w 1 11 /  be d o ne  t  o p r  o t  e c t  t  he  . C h i n e s e .  
G o v e r n m e n t ' a g a i n s t  s u c h  u n c o n s c i o n a b l e  a u r a n g e -  
m e n t s  a s  ■ w e r e  c o n t e m p l a t e ' d  by th,e  f o r m e r  c o n 
s o r t i u m *  . b e c a u s e  I  am a f r a i d  i t  I s  n o t  l e s s  b u t  - 
r a t h e r  more  l i k e l y  t h a t  t h e  C h i n e s e  G o v e r n m e n t  
w o u l d  p e r m i t  u n f a i r  a d v a n t a g e  t o  be t a k e n  o f ^ i t  
a t  t h e  p r e s e n t  t i m e  o f  s t r e s s  t h a n  f o r m e r l y .  ^

A t . l a s t *  L a n s i n g  h a d  h i s .  " g r e e n  l i g h t "  a n d  h e  i n s t r u c t e d

B r e c h l n r i d g e  Long  t o  s o  a d v i s e  t h e .  I n t e r e s t e d  b a n k e r s  a n d

E s t a t e  P a p e r s  R e l a t i n g  t o  C h i n a * 8 9 3 * 3 1 / 2 4 - 9 4 - 2 7 3 8 * 
R o l l  134* F r  a mo s 8 3 - 9 1 / F o r e i g n  R e l a t i o n s . 1 9 1 8 * p p . 16 9 -  71  •

° ^ S t a t e  P a p e r s  R e l a t i n g  t o  C h i n a * 8 9 3 » 5 1 / 2 4 9 4 - 2 . 7 5 8 *  
R o l l  1 5 4 /  F r a m e  83 -
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b e g i n  n e g o t i a t i o n s 00 w h i l e  t h e  D e p a r t m e n t  i n f o r m e d  McAdoo 

o f  W i l s o n ' s  a p p r o v a l .

A r e l u c t a n t  W i l s o n  h a d  b e e n  p e r s u a d e d .  Th e  c o n t i n u e d  

f l o w  o f  J a p a n e s e  c a p i t a l  i n t o  C h i n a  h a d  c o n v i n c e d  L a n s i n g  

t h a t  i f  t h e  u p e n  d o o r  a n d  t h e  e c o n o m i c  i n t e r e s t s ,  o f  t h e  

U n i t e d  S t a t e s  a n d  E u r o p e  w e r e  t o  b e  p r o t e c t e d , ,  A m e r i c a n  

c a p i t a l  w o u l d  h a v e  t o  g o  t o  C h i n a .  I n  o r d e r  t o  p e r s u a d e  

A m e r i c a n  b a n k e r s  t o  a s s i s t  I n  t h i s  e n d e a v o r ,  t h e  U n i t e d  

S t a t e s  G o v e r n m e n t  w o u l d  h a v e  t o  p r o v i d e  p o l i t i c a l  s u p p o r t  

a n d  d i p l o m a t i c  b a c k i n g .  I n v e s t m e n t  i n  c o u n t r i e s  w i t h  u n 

s t a b l e  p o l i t i c a l  c o n d i t i o n s  r e q u i r e d  g o v e r n m e n t a l  g u a r a n t e e s  

o f  p r o t e c t i o n ^  M i l i t a r y  o p p o s i t i o n  t o  J a p a n e s e  a g g r e s s i o n  

i n . C h i n a  wa s  u n t h i n k a b l e ,  b u t  a c t i o n  o f  .some n a t u r e  wa s  

n e c e s s a r y .  The  c o u r s e  t h e  S t a t e  D e p a r t m e n t  w o u l d  f o l l o w ,  

a n  a t t e m p t  a t  I n t e r n a t i o n a l  f i n a n c i a l  c o o p e r a t i o n ,  i n  

e s s e n c e  r e t u r n e d  A m e r i c a n  f o r e i g n  p o l i c y  i n  C h i n a  t o  t h e  

" d o l l a r  d i p l o m a c y " o f  t h e  T a f t  a d m i n i s t r a t i o n .  A m e r i c a ' s  

r e t u r n ,  t o  d o l l a r  d i p l o m a c y  I n  1 9 1 8 , u n l i k e  1909* was  n o t  

c o n c e r n e d  e x c l u s i v e l y  a b o u t  U n i t e d  S t a t e s  i n v e s t m e n t .  I t  

was  a l s o  c o n c e r n e d  a b o u t  E u r o p e a n  i n v e s t m e n t .  The  s u c c e s s  

o f  t h e  e f f o r t  w o u l d  be  c l o s e l y  t i e d  t o  t h e  e c o n o m i c  a n d  

p o l i t i c a l  c o n d i t i o n s  o f  p o s t  W o r l d  War I  t i m e s .

T h e r e  c a n  be no  d o u b t  t h a t  t h e  a p p l i c a t i o n  o f  t h e  

o p e n  d o o r  p o l i c y  d u r i n g  t h e  y e a r s  1899  1 9 1 8  h a d  a l t e r e d

° ^ S t a t e  P a p e r s  R e l a t i n g  t o  C h i n a , 8 93  * 5 1 / 2 ^ 9 . ^ - 2 7 5 8 ,  
R o l l  1 5 4 ,  F r a m e  3 2 .

^ I b i d .  Frame 0 2 .



t h e  o r i g i n a l  c o n c e p t  a n d  i n t e n t i o n s  o f  J o h n  Hay .  H a y ' s -  

p o l i c y  e v o l v e d ■ f r o m  o ne  w h i c h  o r i g i n a l l y  I n t e n d e d  t o  . p r o 

t e c t  e q u a l  c o m m e r c i a l  o p p o r t u n i t y  t o  a r e s p e c t  f o r  t h e  

t e r r i t o r i a l  and.  a d m i n i s t r a t i v e  i n t e g r i t y . .  By 1 9 1 8  S t a t e  

D e p a r t m e n t  a p p l i c a t i o n  o f  t h e  p o l i c y  a l s o  i n c l u d e d  e q u a l  

I n v e s t m e n t  o p p o r t u n i t i e s  f o r  t h e  U n i t e d  S t a t e s  a n d  E u r o p e .  

As h i s t o r i a n  Raymond E s t h u s -  p o i n t s  o u t ,  t h e  c o n c e p t  o f  t h e  

o p e n  d o o r  p o l i c y  c h a n g e d ,



CHAPTER I V  

T h e  F o r m a t i o n  o f  t h e  

S e c o n d  C h i n e s e  B a n k i n g  C o n s o r t i u m

Once, t h e  S t a t e  D e p a r t m e n t  r e c e i v e d  W i l s o n ' s

a p p r o v a l ,  p l a n s  f o r  t h e  e s t a b l i s h m e n t  o f  a new b a n k i n g

g r o u p  p r o c e e d e d  r a p i d l y .  A s s i s t a n t  S e c r e t a r y  o f  S t a t e

B r e c h i n r i d g e  L o n g ,  w o r k i n g  u n d e r  L a n s i n g ' s  c l o s e  s u p e r v i s i o n ,

o r g a n i z e d  a n  A m e r i c a n  g r o u p  w i t h  a  l a r g e r  m e m b e r s h i p  t h a n

t h e  o l d  g r o u p .  T h e  S t a t e  D e p a r t m e n t  w o r k e d  a t  p o o l i n g  t h e

n u m e r o u s  p r o j e c t  o p t i o n s  g r a n t e d  A m e r i c a n  f i n a n c i e r s  by  t h e

C h i n e s e  G o v e r n m e n t .  T h e  D e p a r t m e n t  a l s o  w a n t e d  t o  i n c l u d e

i n d u s t r i a l  a n d  r a i l w a y  l o a n s  a n d  a s  a r e s u l t  b r o a d e n  t h e

s c o p e  o f  c o n s o r t i u m  a c t i v i t i e s .

The  S t a t e  D e p a r t m e n t  a n d  A m e r i c a n  b a n k e r s  r e a c h e d

a g r e e m e n t  f o r  t h e  f o r m a t i o n  o f  a new g r o u p  on J u n e  2 6 ,  1 9 1 8 .

T h e  b a n k e r s  a s k e d  f o r  a n d  r e c e i v e d  a s s u r a n c e s  t h a t  t h e

A m e r i c a n  p u b l i c  w o u l d  be  n o t i f i e d  t h a t  t h e  l o a n s  w e r e  b e i n g
1made a t  t h e  r e q u e s t  o f  t h e  A m e r i c a n  G o v e r n m e n t ,  A t t e n d i n g  

t h e  m e e t i n g  t o  f o r m  t h e  new g r o u p  w e r e :  J .  P.  M o r g a n ;  J .  P.

M o r g a n  a n d  Company;  M o r t i m e r  L. S c h i f f ,  Kuhn ,  L o e b ,  a n d  

Company;  F r a n k  A. V a n d e r l i p ,  N a t i o n a l  C i t y  Bank  o f  New Y o r k ;  

G e o r g e  F .  S a b i n ,  J r . ,  t h e  F i r s t  N a t i o n a l  o f  New Y o r k ;  E.  R.  

T i n k e r ,  C h a s e  N a t i o n a l  Bank ;  J o h n  J a y  A b b o t t ,  C o n t i n e n t a l

- ^ S t a t e  P a p e r s  R e l a t i n g  t o  C h i n a ,  8 9 3 * 5 1 / 2 1 9 3 - 2 4 9 3 *  
R o l l  1 5 3 , “ F r a m e s  9 5 1 - 5 4 .  1



and •Co-mme-rci&l T r u s t  and. S a v i n g s  Bank, o f  C h i c a g o ;  and
p

C h a r l e s -  H. S a b i n , '  G u a r a n t y  T r u s t  Company o f  New Y o r k .

By J u l y  8 ,/ t h e  g r o u p  a g r e e d  t o  f o r m  a new i n t e r 

n a t i o n a l  c o n s o r t i u m , -  a f o u r  p o w e r  g r o u p ,  i n c l u d i n g  F r a n c e ,  

•Great  B r i t a i n ,  J a p a n  a n d  t h e  U n i t e d  S t a t e s .  ■- At  L a n s i n g ’ s 

i n s i s t e n c e ,  t h e  A m e r i c a n  b a n k e r s  a g r e e d  t o  r e l i n q u i s h  a n y  

l o a n  o p t i o n s  t h e y  h e l d  w i t h  t h e  C h i n e s e  G o v e r n m e n t . -  - B o t h  

t h e  b a n k e r s  and. t h e  D e p a r t m e n t  a g r e e d  t h a t  a l l  l o a n s  by 

a n y  o f  t h e  f o u r  m ember s  b e  c o n s i d e r e d  f o u r  p o w e r  b u s i n e s s . ^  

N a t u r a l l y ,  J a p a n  w o u l d  f i n d  f a u l t  w i t h  t h e  l a t t e r  s t i p u l a 

t i o n  a n d  a s  a r e s u l t  p o s t p o n e  t h e  c o m p l e t i o n  o f  a n  a g r e e m e n t .  

N e g o t i a t i o n s ,  h o w e v e r ^  w e r e  d e l a y e d  a t .  f i r s t  by  G r e a t  

B r i t a i n ,  n o t  J a p a n ,

On J u l y  1 0 ,  L a n s i n g  n o t i f i e d  L o n d o n ,  P a r i s ,  T o k y o  

a n d  P e k i n g  o f  t h e  . . D e p a r t m e n t ’ s  d e c i s i o n  t o  t a k e  u p  t h e  

m a t t e r  o f  a n  i n t e r n a t i o n a l  c o n s o r t i u m . ^ ’ A J u l y  2 0  memorandum 

f r o m  t h e  B r i t i s h  A m b a s s a d o r ,  Th e  E a r l  o f  R e a d i n g ,  t o  t h e  

D e p a r t m e n t  i n q u i r e d  w h e t h e r ,  t h e  s c o p e  o f  t h e  new c o n s o r t i u m ' s  

f i n a n c i a l  a c t i v i t i e s  i n c l u d e d  i n d u s t r i a l  a n d  r a i l w a y  l o a n s  

a s  w e l l  a s  a d m i n i s t r a t i v e -  l o a n s ,  . T h e  B r i t i s h  n o t e d  t h a t  

i n d u s t r i a l  l o a n s  h a d  been ,  e x c l u d e d  f r o m  t h e  e x i s t i n g  c o n s o r 

t i u m  a n d .he B r i t i s h  w o u l d  n o t  a g r e e  t o  p r o h i b i t i n g  i n d e p e n d e n t

^ s t a t e  P a p e r s  R e l a t i n g  t o  -China ,  8 9 3 * 5 1 / 1 8 3 6 - 1 9 9 9 > 
R o l l  15 .1 , " F r a m e  ■ 4 1 2 f ’-;"L e i n s i n g  i n v i t e d  L e e , H i g g i n s o n  a n d  
Company o f  B o s t o n ,  t o  a t t e n d  t h e  J u n e  2 6  m e e t i n g ,  b u t  th ey  did  
n o t  come .  The  b a n k i n g  f i r m  d i d ,  h o w e v e r ,  s i g n  t h e  a g r e e m e n t  
on J u l y  8 , t h a t  fo r i na  i i z e d ' t h e  new G r o u p .

3 p o r ' e l g n  R e l a t i o n s ,. 1 9 1 8 ,  p .  1'73 •

E s t a t e  P a p e r s - ' R e l a t i n g  t o  C h i n a ,  893  • 5 1 / 1 8 . 3 6 ~ 1999•>
R o l l  1 3 1 , F r a m e  t f u .



6lo a n s  f o r  in d u s t r i a l  p u rp o ses . Continued correspondence  

from the S ta te  Department in d ic a t e d  th a t  the U nited  S ta t e s  

did  in te n d  to  broaden the scope o f  the  consortium  to  in c lu d e  

i n d u s t r i a l  lo a n s .^  This p o s i t i o n  prompted th e  B r i t i s h  

S ecr e ta ry  o f  S ta te  f o r  F o re ig n  A f f a i r s ,  Arthur James B a lfo u r ,  

to  i s s u e  a p o l i c y  s ta te m e n t .  In a memorandum th a t  W alter H. 

Page forwarded to  L ansing , B a lfo u r  l i s t e d  th e  F ore ign  O f f i c e ’ s 

o b je c t io n s  to  the U nited  S t a t e s '  o u t l in e  o f  p o l i c y  f o r  the  

new con sortiu m .

B a l fo u r 's  f i r s t  o b je c t io n  n oted  th a t  th e  on ly  ad

m in i s t r a t i v e  lo a n  which f e l l  in to  the  scope o f  the  e x i s t i n g  

consortium  would be th e  curren cy  reform o p t io n .  The currency  

loan  had, w ith  th e  con sen t o f  B r i t i s h  and French group s, been  

in co r p o r a te d  in to  the Supplementary R e o r g a iz a t io n  Loan. I f  

the  U nited  S ta te s  cared  to  p a r t i c ip a t e  in  t h i s  lo a n  w ith  the  

B r i t i s h ,  French and Japanese grou p s, th ey  cou ld  j o in  and 

enjoy  th e  advantages th a t  the  o p tio n  h e ld .  I f ,  however, 

th e  American Government in ten d ed  to  i n v i t e  the  B r i t i s h ,

French, and Japanese to  r e l in q u is h  t h e i r  e x i s t i n g  in d u s t r i a l

and ra i lw a y  o p tio n  r i g h t s  to  th e  new con sortiu m , the B r i t i s h
7would o b je c t  and a fu r th e r  stu d y  would be needed.

The second major B r i t i s h  o b je c t io n  ce n te r ed  around 

th e  U nited  S ta t e s '  p o s i t i o n  th a t  th ey  would o b je c t  to  any 

terms or c o n d it io n s  o f  a lo a n  which sought to  im pair the

•̂ F oreign  R e la t io n s , 1918, pp. 1 7 9 -80 .  

^I b i d . pp. 1 8 4 -8 6 .

7 I b id .  ;p. 190.



• p o l i t i c a l  c o n t r o l  o f  C h i n a  o r  l e s s e n  t h e  s o v e r e i g n  r i g h t s
o' ' w

o f  t h a t  R e p u b l i c . u . B r i t a i n  c o u l d  n o t  a g r e e  t o  t h i s  i f  i t

m e a n t  t h a t  no f o r e i g n  c o n t r o l  c o u l d  be  u s e d  t o  c o l l e c t ‘

r e v e n u e s  e a r m a r k e d  f o r  s e c u r i t i e s  o f  t h e  l o a n .  T h i r d l y ,

B r i t a i n  o b - j e c t e d  t o  A m e r i c a ' s  p o s i t i o n  t h a t  no f o r e i g n

a d v i s e r  be u s e d  t o  s u p e r v i s e  t h e ;  i m p l e m e n t a t i o n  o f  c u r r e n c y

r e f o r m s .  i f  t h e  a p p o i n t m e n t  o f  a f o r e i g n  a d v i s e r  i n f r i n g e d

u p o n  C h i n a ' s  s o v e r e i g n t y  t h e  B r i t i s h  c o u l d  n o t  j o i n  w i t h

t h e  new c o n s o r t i u m .  A . f i n a l  i s s u e  r a i s e d  d e a l t  w i t h .

w h e t h e r ^  o r  n o t  t h e  U n i t e d  S t a t e s  w o u l d  a l l o w  B e l g i a n  b a n k s

t o  j o i n  o n c e  t h e  w a r  h a d  t e r m i n a t e d . 9

The  t h r e e  l a t t e r  B r i t i s h  o b j e c t i o n s  p r o v e d  t o  be  no

p r o b l e m .  B r o a d e n i n g  t h e  c o n s o r  t i u m  t o .  i n c l u d e  i n d u s t r i a l

a n d  r a i l w a y  l o a n s  d i d .  When L a n s i n g  a n d  o t h e r s  i n  t h e  S t a t e

D e p a r t m e n t  c o n c e i v e d  t h e  i d e a  o f  a new c o n s o r t i u m ,  t h e y  d i d

s o  w i t h  t h e  i n t e n t i o n  t h a t  i t  s h o u l d  a b s o r b  t h e  e s s e n t i a l l y

p o l i t i c a l  l o a n s  made r e c e n t l y  by J a p a n  u n d e r  t h e  g u i s e  o f  
. 11i n d u s t r i a l  l o a n s . L a n s i n g  i n t e n d e d  t o  f o r c e  t h e  J a p a n e s e

t o  s u r r e n d e r  t h e ' s p e c i a l  l o a n  c o n c e s s i o n s  t h e y  h a d  a c q u i r e d

f r o m  C h i n a .  The  m a j o r  p r i n c i p l e  o f  t h e  new c o n s o r t i u m  w o u l d

.be s u r r e n d e r e d  i f  i n d u s t r i a l  a n d  r a i l w a y  l o a n s  w e r e  e x c l u d e d , - 
a n d  t h i s  t h e  U n i t e d  S t a t e s  ■' r e f  u s e d  t o  d o .

^ S e e  C h a p t e r  I I I ,  p a g e  7 0 .  I t  i s  t o  be  n o t e d  t h a t  
W i l s o n  g a v e  h i s  a p p r o v a l  t o  t h e  new c o n s o r t i u m  w i t h  t h e  r e 
s e r v a t i o n  t h a t  t h e  new g r o u p  -would n o t • " p e r m i t  u n f a i r  a d v a n 
t a g e  t o  be  t a k e n "  o f  t h e  C h i n e s e  G o v e r n m e n t .

9 F or' e i  g n Re I  a 1:1 o n s , 1 9 1 8 ,  p .  1 9 0 .

1 0 1 b i d  . p p . .  19 ̂  ~ 9 6 .



To d e f e n d  t h e  D e p a r t m e n t ' s  p o s i t i o n ,  L a n s i n g  w r o t e  

t h e  F o r e i g n  O f f i c e  t h a t  t h e  U n i t e d  S t a t e s  d i e t  n o t  o b j e c t  

t o  t h e  e x c l u s i o n  o f  i n d u s t r i a l  l o a n s  f r o m  t h e  F i r s t  

C o n s o r t i u m  b e c a u s e  t h e '  A m e r i c a n  G r o up  h a d  w i t h d r a w n  f r o m  

a c t i v e  p a r t i c i p a t i o n  by S e p t e m b e r  2 b ,  1 9 1 3 * a n d  c o u l d  n o t  

/ o b j e c t .  Now, L a n s i n g ,  i n s i s t e d ,  a " ne w . g r o u p  was  t o  be 

f o r m e d , ,  a n d  t h e r e f o r e  t h e  q u e s t i o n  m i g h t  be  r e c o n s i d e r e d . ^  

B r i t a i n  c a u s t i c a l l y  r e m i n d e d  t h e  S t a t e  D e p a r t m e n t . on J u l y  29  

t h a t ,  i t  w o u l d  be d a n g e r o u s  t o  c o n s i d e r  t h e  new c o n s o r t i u m  

" a n  e s t a b l i s h e d  f a c t "  u n t i l  t h e  p l a n n e d  m e e t i n g  o f  t h e
1 o ■ .

f o u r  p o w e r s ,  J The  B r i t i s h  a l s o  w a r n e d  t h a t  i t  w o u l d  be 

p r e m a t u r e  t o  d i s s o l v e '  t h e  o l d  c o n s o r t i u m  u n t i l  i t  was  c e r 

t a i n / t h e  C h i n e s e  G o v e r n m e n t  w o u l d  n o t  r a i s e  o b j e c t i o n  t o ,  

t h e  t r a n s f e r  o f  t h e  e x i s t i n g  r i g h t s  i n - t h e  R e o r g a n i z a t i o n
1 h

a n d  C u r r e n c y  L o a n  A g r e e m e n t . t o  t h e  new i n t e r n a t i o n a l  g r o u p .  

C l e a r l y  i n t e r n a t i o n a l ,  c o o p e r a t i o n  w o u l d  n o t  be  w i t h o u t  d i s - '  

c o r d .  C o n s o r t i u m  n e g o t i a t i o n s  r e m a i n e d  a t  a s t a n d s t i l l ,  

when  t h e  A r m i s t i c e  c o n c l u d e d  t h e  w a r  i n  No ve mb er  1 9 1 8 .

R e c o r d s  i n d i c a t e  t h e  S t a t e  D e p a r t m e n t  p r e f e r r e d  a 

r a p i d l y  n e g o t i a t e d  a g r e e m e n t  w i t h  t h e  t h r e e  o t h e r  m e m b e r s ,  

b u t  d i d  n o t  p r e s s  t h e  i s s u e  w i t h  G r e a t  B r i t a i n .  A p p a r e n t l y

p o r  e 1 g n R e l a  t  i  on  s , 1 9 1 8 ,  p  . 19 6 .

E s t a t e  P a p e r s  R e l a t i n g  t o .  C h i n a , 8 9 3  - 5 l / 2 7 5 9 ~ 3 0 4 0 ,
R o l l -  155.> F r a m e  95 b. '

^ M e m o  by C h a r l e s  S- Add:i s t o  Via I t e r  H. P a g e ,  A u g u s t  1 4 ,  
1 9 1 8 .  F 0 4 0 3 / 1 2 7 .. G r e a t  B r i t a i n ,  P u b l i c  R e c o r d  O f f i c e ,  
C o r r e s p o n d e n c e  R e s p e c t i n g  t h e  New? F i n a n c i a l  C o n s o r t i u m .  H e r e -



t h e  D e p a r t m e n t  r e a s o n e d ,  t h a t  t h e  B r i t i s h  a t t i t u d e  was  d i c 

t a t e d  by t h e  n e e d  t o  p l a c a t e  h e r  a l l y ,  J a p a n . ^  L a n s i n g  

b e l i e v e d  t h a t  o n c e  t h e  w a r  e n d e d ,  B r i t a i n  w o u l d  a c c e p t  t h e  

A m e r i c a n  v i e w .  P r e v i o u s  c o r r e s p o n d e n c e  w i t h  t h e  F o r e i g n  

O f i ' i c e  I n d i c a t e d  L o n d o n  i n t e n d e d  t o  h a v e  t h e  U n i t e d  S t a t e s  

a s s i s t  t h e m  i n  r e s i s t i n g  J a p a n e s e  a g g r e s s i o n .  The  F o r e i g n  

O f f i c e  h a d  a l r e a d y  i n v i t e d  A m e r i c a n  c a p i t a l  i n t o  B r i t a i n ’ s 

s p h e r e s  o f  i n f l u e n c e ,  a n d  a s k e d  t h e  U n i t e d  S t a t e s  t o  t a k e
1 f.

t h e  l e a d  i n  r e v i v i n g  a n  i n t e r n a t i o n a l  c o n s o r t i u m .

E v e n  t h o u g h  c o n s o r t i u m  p l a n s  r e m a i n e d  a t  a  d e a d l o c k  

d u r i n g  t h e  summer  a n d  f a l l  o f  1 9 1 8 , J a p a n e s e  l o a n s  t o  C h i n a  

d i d  n o t .  On J u l y  7^ t h e  J a p a n e s e  i s s u e d  t h e  T e l e g r a p h  L o a n .  

T h i s  l o a n  h e l d  a s  s e c u r i t y  a l l  p r o p e r t y  a n d  i n c o m e  o f  C h i n a ’ s 

t e l e g r a p h  l i n e s . ^  On J u l y  1 3 3 t h e  J a p a n e s e  I n d u s t r i a l  

D e v e l o p m e n t  Ban k  g a i n e d  r a i l w a y  c o n c e s s i o n s  f o r  a r a i l w a y  

f r o m  K i r i n  t o  H u e i n i n g .  J o h n  V. A. M a c M u r r a y  n o t i f i e d  

L a n s i n g  on  J u l y  2 7 , o f  t h e  c o m p l e t i o n  o f  t h e  K i r i n  a n d  

H e i l u n g k i a n g  F o r e s t r y  a n d  M i n e s  L o a n .  F o r  3 0 , 0 0 0 , 0 0 0  y e n  

t h e  C h i n e s e  G o v e r n m e n t  g a v e  s e c u r i t i e s  t o  a l l  t h e  f o r e s t s

a n d  g o l d  m i n e s  o f  t h e  t w o  p r o v i n c e s ,  w i t h o u t  t h e  i n d i v i d u a l
18p r o v i n c e s ’ c o n s e n t .  The  J a p a n e s e  t r i e d  i n  v a r i o u s  w a ys  

t o  d i s g u i s e  t h e i r  l o a n s .  Th e  f o r e s t r y  a n d  m i n e s  l o a n  came

^ F o r e i g n  R e l a t i o n s , 1 9 1 8 ,  P* 1 8 8 .

^ S e e  C h a p t e r  I I I ,  p p .  5 6 , 5 7  a n d  6 5 .

17 s t a t e  P a p e r s  R e l a t i n g  t o  C h i n a , 8 9 3 • 5 1 / 2 0 0 0 - 2 1 9 2 ,  
R o l l  1 5 2 ,  F r a m e  2 1 9 .

^ F o r e i g n  R e l a t i o n s , 1 9 1 8 ,  pp._ 1 6 2 - 6 3 .  S t a t e  P a p e r s
R e l a t i n g  t o  C h i n a ,  R o l l  1 5 2 ,  F r a m e  2 1 6 .



u n d e r  t h e  g u i s e  of. t h e  Chung Hua T r a d i n g  Company making,  

w h a t  t h e  J a p a n e s e  c a l l e d  a r,c o n i m e r c i a  1 . v e n t u r e "  i n  C h i n a . 2 9 

J a p a n  s e e m e d  a n x i o u s  t o  l e n d ,  a n d  t h e  f i n a n c i a l l y  

d e s p e r a t e  P e k i n g  G o v e r n m e n t  y i e l d e d  n o t  o n l y  v a l u a b l e ,  

s e c u r i t i e s ,  b u t  a l s o  p o l i t i c a l  c o n t r o l .  By S e p t e m b e r  2 0 ,  

M a c Mu r ra y  w a r n e d  t h e  D e p a r t m e n t  o f  t h e  P e k i n g  G o v e r n m e n t ’ s
CA ■ •

u n r e l i a b i l i t y ,  a n d  o f  t h e  r u m o r e d  l o a n  w i t h ' t h e , I n d u s t r i a l  

Bank  o f  J a p a n  f o r  t h e  c o n s t r u c t i o n  a n d  e x t e n s i o n  o f  t h e  

S h a n t u n g  R a i l w a y .  M a c M u r r a y  b e l i e v e d  t h a t  J a p a n  m e a n t  t o  

o b t a i n  i n  s u b s t a n c e  ‘t h e  demands ,  o f  1915* a n d i f  t h e  U n i t e d  

S t a t e s  w a n t e d  t o  e x e r t  i n f l u e n c e  o v e r  t h e  s i t u a t i o n ,  i t  

would,  be b e s t  t o  p r e s s u r e .  J a p a n . C o n s i d e r i n g  t h e  p o s i 

t i o n  t a k e n  by t h e '  ' S t a t e  D e p a r t m e n t ,  t h e  s i t u a t i o n  w a r r a n t e d  

a t t e n t i o n .

L a n s i h g  w r o t e  t h e  A m e r i c a n :  L e g a t i o n  • i n •• P e k i n g  on 

S e p t e m b e r  ‘2 8 ,  a n d  a s k e d  f o r  a f u l l  a n d  p r o m p t  r e p o r t  by 

m a i l  c o n c e r n i n g  t h e  e x t e r n a l  a n d  I n t e r n a l  l o a n s  o f  b o t h  t h e  

c e n t r a l ,  a n d  p r o v i n c i a l  g o v e r n m e n t s .  T i m e ,  L a n s i n g  w r o t e ,

was  v a l u a b l e ,  a n d  i f  n e c e s s a r y  t h e  L e g a t i o n  s h o u l d  e n g a g e
22e x p e r t  a s s i s t a n c e  i n  o b t a i n i n g  t h i s  i n f o r m a t i o n .

M a c M u r r a y  r e p l i e d  t h a t  D r .  C h a r l e s  G a t r e l l  o f . t h e  A m e r i c a n  

I n t e r n a t i o n a l  C o r p o r a t i o n  was  t h e  . b e s t  e x p e r t  a v a i l a b l e  a n d

^ S t a t e  P a p e r s  R e l a t i n g  t o  C h i n a , . o 9 3 • 5 1 / 2 0 0 0 - 2 1 9 2 ,  
R o l l  1 5 2 ,  l inumfDy; , .  '

• 2 0 I b l d . R o l l  153, .  Frame.  6 7 .

2 1 I b l d « R o l l  1G2,  F r a m e s -  65 a n d  6 7 .

2 2 I b i d .  R o l l  1 5 3 , F r a m e  1 0 5 .



h e  h a d  e n g a g e d  h i e  s e r v i c e s .  . MacMu rr ay  a l s o  u r g e d  t h a t
21t h e r e ,  be  nO d e l a y  i n  A m e r i c a n  l o a n s  t o  C h i n a „ ■

I n  r e s p o n s e  t o  t h e  s i t u a t i o n ,  L a n s i n g  i n f o r m e d  J .  P.

M o r g a n  o f  t h e  A m e r i c a n  G r o up  t h a t  t h e ' B r i t i s h  G o v e r n m e n t

s u g g e s t e d  a n  i m m e d i a t e  a d v a n c e  o f  5 , 0 0 - 0 , 0 0 0  p o u n d s  . -to t h e .

C h i n e s e  C e n t r a l  G o v e r n m e n t  f o r  r e l i e f  o f  t h e  i m m e d i a t e

f i n a n c i a l  c r i s i s .  The  B r i t i s h  a s h e d  i f  t h e  A m e r i c a n  ' G r o u p

w o u l d  be p r e p a r e d - t o  p a r t i c i p a t e  f o l l o w i n g  t h e  t e r m s  o f

t h e  f i r s t  C o n s o r t i u m  a s  f a r  a s  p o s s i b l e .  M o r g a n  b e l i e v e d

i t  w o u l d  be- p o s s i b l e  i f  n e g o t i a t e d  i n  New Y o r k  a n d  f a v o r a b l e
2hs e c u r i t y  c o u l d  be  a l l o c a t e d .  D i s c u s s i o n  o f  B r i t a i n ' s  

s u g g e s t e d  5 * 0 0 0 , 0 0 0  pound,  l o a n  w o u l d  be  d i s c o n t i n u e d  u n t i l  

O c t o b e r  1 9 1 9 -  R e p o r t s  c o n t i n u e d  t o  come i n  on t h e .  p o l i t i c a l  

d i s o r d e r  i n  C h i n a  a n d  t h e  i n c r e a s i n g  J a p a n e s e  i n f l u e n c e  

•over  t h e  P e k i n g  G o v e r n m e n t  a n d  t h e i r  M i n i s t e r  o f  F i n a n c e ,  

T s a o  J u - l i n . „

U n i t e d  S t a t e ' s  f i n a n c i a l  a s s i s t a n c e  t o  C h i n a  d i d  n o t  

m a t e r i a l i z e  i n  1918  a n d  t h e  y e a r  c l o s e d  w i t h  J .  P.  M o r g a n ' s  

■ a n n o u n c e m e n t  t h a t  he  w o u l d  t r a v e l  t o .  B r i t a i n  a n d  F r a n c e  i n  

e a r l y  1919* u r g e  h i s  f o r e i g n  c o l l e a g u e s  t o  s u p p o r t  t h e  

A m e r i c a n  C o n s o r t i u m .  R e i n s c h * s  p l e a  i n  D e c e m b e r  f o r  i mme 

d i a t e  * a c t i o n  t o  a l l e v i a t e  C h i n a ' s  f i n a n c i a l  d i s t r e s s  met  

w i t h  t h e  D e p a r t m e n t ' s  p u b l i c  p o s i t i o n ;  t h a t  i s ,  t h e  U n i t e d

^ s t a t e  P a p e r s  R e l a t i n g  t o  C h i n a , 8 9 3 • 5 1 / 2 1 9 3 - 2 4 9 3 1  
R o l l  153* F r a m e s '  Qd a n d 1 0 3 - 0 4 ,

2 ; | I b i d .  R o l e  1 5 4 ,  F r a m e s  1 1 1 - 1 2 .



•M

S t a t e s  r e m a i n e d  r e a d y  t o  a c t ,  b u t  c o u l d  n o t  p r o c e e d  u n t i l  

t h e  G o v e r n m e n t s  o f  F r a n c e ,  B r i t a i n  a n d  J a p a n  a g r e e d  t o
O.cr

t h e  new c o n s o r t i u m ,  J

T h e  y e a r / 1 9 1 9  b r ough t ' . ,  r e n e w e d  h o p e s  f o r '  t h e  s u c c e s s /

o f  t h e  '.new c o n s o r t i u m  a n d  t h e  U n i t e d  S t a t e s '  C h i n a  p o l i c y .

J a p a n  a n n o u n c e d  s h e  w o u l d  w i t h d r a w . f r o m  S i b e r i a ,  a n d  i f

J a p a n  w o u l d  c o o p e r a t e ,  B r i t a i n  would,  s u r e l y  go  a l o n g  t o o .

F r a n c e ,  t h e  D e p a r t m e n t  b e l i e v e d ,  w o u l d  a c q u i e s c e  e a s i l y . .

As L a n s i n g  l e f t ,  f o r  t h e  p e a c e  C o n f e r e n c e  i n ' D e c e m b e r  1 9 1 8 ,

h e  h o p e d  t o  u s e  t h e  . C o n f e r e n c e  " t o  p u t  t h e  f i n i s h i n g  t o u c h e s

on  h i s  s c h e m e  t o  b r i n g  J a p a n  i n t o  l i n e  w i t h  A m e r i c a n  
25

P o l i c y . " '  L a n s i n g ,  h o w e v e r ,  a c h i e v e d  much l e s s  in .  P a r i s  

' t  h a n  h e  a n t i c i p a t e d  . : *

W h i l e  L a n s i n g  a t t e n d e d ,  t h e  P a r  is- P e a c e  C o n f e r e n c e ,  

A c t i n g  S e c r e t a r y  o f  S t a t e  F r a n k  L.  - p o l k  t o o k  c o n t r o l  o f  

much o f  t h e  D e p a r t  merit  1 s F a r  E a s t e r n  c o r r e s p o n d e n c e . -  On 

J a n u a r y .  1919^ t h e  A m e r i c a n  G r o u p  i n f o r m e d  P o l k  t h a t  t h e y  

w e r e  g r a n t i n g  a D e p a r t m e n t  r e q u e s t ,  a n d  t h e y  w e r e  p r e p a r i n g

t o 1 s e n d  J o h n  J a y  A b b o t t  t o  J a p a n  a s  a  r e p r e s e n t a t i v e  o f  t h e
27A m e r i c a n  G r o u p . ” ' Once i n  J a p a n , '  A b b o t t * s  a c t i v i t i e s  p r o d u c e d  

f a v o r a b l e  p r o g r e s s .  T h r o u g h  M a c M u r r a y ,  on  F e b r u a r y  1.6.,. A b b o t t  

i n f o r m e d  P o l k  t h a t  a s  a r e s u l t  o f  c o n f e r e n c e s  w i t h  t h e  

J a p a n e s e  M i n i s t e r  o f - F i n a n c e  a n d  t h e  A c t i n g  M i n i s t e r  o f

^ F o r e i g n  p e l a 1 1 o n s , . 1 9 1 8 ,  p p ;. 1 9 7 - 9 9 *

^ ^ B e e r s , V a i n  E n d e a v o r , p p . 1 4 7 - 4 8 .

^ F o r e i g n  R e l a t i o n s ,  1919^ V o l .  I ,  p .  421. .



8;

F o r e i g n  A f f a i r s . ,  he. c o u l d  a n n o u n c e  J a p a n *  s a g r e e m e n t  w i t h  

t h e  U n i t e d  S t a t e s  p l a n  f o r  t h e  o r g a n i z a t i o n  of .  t h e  c o n s o r 

t i u m .  A b b o t t  n o t e d  t h a t  t h e  J a p a n e s e  a g r e e d  t o  b o t h  i n d u s 

t r i a l  a n d  a d m i n i s t r a t i v e  l o a n s  a n d  t h e  s u r r e n d e r  o f  o p t i o n s .
20  ' . 

h e l d  by J a p a n . -  W h i l e  t h i s ' a n n o u n c e m e n t - w o u l d  c a u s e  m i s 

u n d e r s t a n d i n g  when t h e  U n i t e d  S t a t e s  s o u g h t  a f i n a l  s e t t l e 

ment  o.f t h e  c o n s o r t i u m  c o n c e r n i n g  J a p a n ' s  s p h e r e s ,  f o r .  t h e  

m e a n t i m e  i t '  o f f e r e d '  e n c o u r a g e m e n t .

A n o t h e r '  A m e r i c a n ' G r o u p '  r e p r e s e n t a t i v e ,  J. P. Morgan, 

met  w i t h  more  c o n c l u s i v e  r e s u l t s  i n  G r e a t  B r i t a i n .

A m b a s s a d o r  D a v i s  n o t i f i e d  t h e  D e p a r t m e n t  on F e b r u a r y  2 5 ,  

t h e  B i A t i s . i l  w o u l d  n o .  l o n g e r  o f f e r  ■ o b j e c t i o n s  t o  t h e  U n i t e d  

• S t a t e s - * c o n d i t i o n s  f o r  t h e  f o r m a t i o n  o f  t h e  new c o n s o r t i u m .  

I t  a p p e a r e d  t h a t  a s e t t l e m e n t  c ou ld ,  be r e a c h e d  a n d  a new 

c o n s  o r  t  i  u tn f  o r  me d .

On M a r c h  2 9 ,  t h e  D e p a r t m e n t  t e l e g r a m e d  t h e  

E m b a s s i e s  i n  T o k y o ,  P a r i s  a n d  . 'London t h a t ,  d u e  bo d e v e l o p i n g  

f a  v o r a b l e  c i r  cums b a n e e s , t h e y  ■ r e c o m m e n d e d  

m e e t i n g  o f  t h e  i n t e r e s t e d ,  b a n k e r s  be heDd

2 8 I b i d . .  p .  4 2 3 .
/

^ T e l e g r a m  of- J o h n  W. D a v i s  t o  t h e  E a r l  o f  Cur z o n .
F 0 ■ 3 7 1 / 6 6 ? ' 8 . ' W i t h  t h e  l i f t i n g  o f  . t h e i r  o b j e c t i o n s  t o  t h e  
c o n d i t i o n s  e s b a o l i s h e G  by bhe U n i t e d  . S t a t e s , . -  B r i t a i n  r e - '  
q u e s t e d  t h a t  a B e l g i a n  group-) be a d d e d  bo t h e  c o n s o r t i u m .  
B r i t a i n  h a d  made a n  a g r e e m e n t  w i t h  t h e  B e l g i a n  G o v e r n m e n t ■■ 
t o  a d m i t  t h e i r  g r o u p  i n  1 9 1 7 -  rf b e  U n i t e d  S t a t e s ,  h o w e v e r ,  
i n f o r m e d  t h e  B r i t i s h  E m b a s s y  t h a t ,  t h e  a d m i s s i o n  o f  a f i f t h  
member  w o u l d  o n l y  s l o w  n e g o t i a t i o n s ,  a n d . i t  w o u l d  be b e s t  
t o  w a i t  u n t i l  a f o r m a l  a g r e e m e n t  was  s i g n e d  b e f o r e  a d m i t 
t i n g  bhe B e l g i a n s , .  F o r e i g n  R e l a t i o n s ,. .1-919* V o l .  I , '
p p .  4 2 8 - 2 9 .'

-’^ F o r e i g n  R e l a t i o n s , 1'91'9, V o l  . I ,  l i p . 4 3 0 - 3 1 .

a p r e l i m i n a r y

by- May. • 1 5 . ^ 0



A f t e r  c o n s  i c i e r  a b l e  c o r r e s p o n d e n c e ,  a m e e t i n g  was  s c h e d u l e d  

i n '  P a r i s  w h e r e  a l a r g e  n u m b e r  o f  i n t e r e s t e d  p a r t i e s  w e r e  

a l r e a d y  a t t e n d i n g  t h e  P e a ce -  C o n f e r e n c e ,  Hu-gh.D.  M a r s h a l l . ,  

was  s e n t  t o  r e p r e s e n t  t h e  S t a t e  D e p a r t m e n t  s i n c e  h e  h a d  

b e e n  s t u d y i n g  bhe  C o n s o r t i u m  f o r  s e v e r a l  m o n t h s .  At. t h e  

c o n f e r e n c e ,  h e l d  May 1 2 / . t h e  b a n k e r s  a g r e e d  t o  j o i n t  i n v e s t -
■ i

men t  i n  C h i n a , - '
)

E n c o u r a g e d - b y '  t h e  s u c c e s s  o f  t h e  b a n k e r s 1 c o n f e r e n c e ,  

. P o l k . n o t i f i e d  R e i n s c h  t h a t  h e  c o u l d  t e l l  t h e  ■ C h i n e s e .  

G o v e r n m e n t  o r a l l y  t h a t  a n y  n e g o t i a t i o n s ,  f o r  a l a r g e  l o a n  

s h o u l d  be  c o n d u c t e d ,  i n  A m e r i c a  o r  E u r o p e  r a t h e r  t h a n  w i t h  

r e p r e s e n t a t i v e s  i n  C h i n a .  B r e c h i n r i d g e  Long  a d d e d  a n o t e  

o f  c a u t i o n  by s u g g e s t i n g  t h a t  -word n o t  be  s e n t  t o  r e p r e 

s e n t a t i v e s  . a nd  e n g i n e e r s  t o  p r o c e e d  u n t i l  t h e  b a n k e r s  r e 

c e i v e d  f u l l  a p p r o v a l  f r o m  t h e i r  r e s p e c t i v e  g o v e r n m e n t s . ^  

L o n g ' s  a d v i c e • p r o v e d  m os t  r e a l i s t i c .  O b j e c t i o n s  f r o m  

r e s p e c t i v e  g o v e r n m e n t s  d i d  a r i s e .  D i s a p p r o v a l  o f  t h e  

a g r e e m e n t  came f i r s t ,  f r o m  F r a n c e ,  and. s e c o n d ,  a n d  more  

s e r i o u s l y ,  f r o m  J a p a n . ,  . ■ The  o p t i m i s m  o f  May d w i n d l e d  i n t o  

s e v e n t e e n  m o n t h s  o f  d i s c o u r a g i n g  d e b a t e ,  b e f o r e ' . a n  a g r e e - ,  

men t  was  f i n a l l y  s i g n e d .

Th e  F r e n c h  o b j e c t i o n s  c e n t e r e d  a r o u n d  a member  

g o v e r n m e n t ' s  r i g h t  t o .  c h o o s e  one  p r i v a t e  b a n k  a n d  . s u p p o r t  

i t  w h i l e  o t h e r  b a n k s  w e r e  e x c l u d e d . I f  a l l  b a n k s  i n t e r e s t e d  

a n d  d o i n g  b u s i n e s s  i n  C h i n a  w e r e  n o t  a l l o w e d  m e m b e r s h i p ,  

t h e  F r e n c h  G o v e r n m e n t  woul d-  be  c r e a t i n g  a monopo l y . .  Th e

pp' .  4 3 5 - 3-6 .

p p .  4 3 6 - 3 8 .

^  I b i d .
00u ^ l b i d . .



■ \L\.

B r i t i s h ■a g r e e d  w i t h  F r a n c e  a n d  a I s o  r e v i v e d  t h e  o l d  q u e s 

t i o n  o f  . a l l o w i n g  i n d u s t r i a l  l o a n s  w i t h i n  t h e  c o n s o r t i u m .

T r i e ' F r e n c h  t h e n  o . f f e r ' e d  . - t h e i r  ’ own f o r m u l a -  t o  c l a r i f y  w h a t  

r o l e . t h e y  t h o u g h t  t n e  g o v e r n m e n t  s h o u l d  p l a n  i n  s u p p o r t i n g
oo

p r  i v a t e  banke- r  s . J ^

A t t e m p t i n g  -to r e a s - s u r e  t h e  F r e n c h ,  t h e  S t a t e  

D e p a r t m e n t  i n f o r m e d  t h e m  t h a t  i t  d i d  n o t  " c o n t e m p l a t e  

t h e  e n t i r e  e l i m i n a t i o n  o f  i n d u s t r i a l  a c t i v i t i e s  o f  p r i v a t e  

p e r s o n s  o r  o f  f i n a n c i a l  o r  i n d u s t r i a l  c o r p o r a t i o n s . "  The 

U n i t e d  S t a t e s  G o v e r n m e n t  w o u l d  o n l y  s u p p o r t  p u b l i c  l o a n s  

t o  C h i n a f s C e n t r a l  G o v e r n m e n t ,  a n d  p r o v i n c e s  t h a t  h a d
oh

C h i n e s e  P r o v i n c i a l  G o v e r n m e n t " g u a r a n t e e s  ■ ..

T he  U n i t e d  S t a t e s  t h e n  o f f e r e d  a r e d e f i n i t i o n  o f  t h e  

s c o p e  a n d  n a t u r e  o f  t h e  c o n s o r t i u m .  The  s e c o n d  d e f i n i t i o n  

' w e n t  b e y o n d  w h a t " t h e  b a n k e r s  h a d  i n  m i n d .  I t .  r e a d :  "The

g o v e r n m e n t  o f  e a c h  o f  t h e  f o u r  p a r t i c i p a t i n g  G r o u p s  u n d e r 

t a k e  to-, g i v e  t h e i r ,  c o m p l e t e  s u p p o r t  t o  t h e i r  r e s p e c t i v e
35n a t i o n a l  g r o u p  memb er s  o f  t h e  C o n s o r t i u m .  . . . "  Th e

D e p a r t m e n t  t h e r e b y  a d v o c a t e d  c o m p l e t e  s u p p o r t  o f  t h e i r

own n a t i o n a l  g r o u p ,  a n d  n o t  t h e  c o n s o r t i u m  c o l l e c t i v e l y .

Th e  F r e n c h ,  B r i t i s h , ,  a n d  J a p a n e s e  a g r e e d  t o  a d o p t
hht h e  A m e r i c a n  d e f i n i t i o n T h e  d i s a g r e e m e n t ■w i t h  t h e  F r e n c h

3 3 p o r e l g n  R e l a t i o n s 1919> V o l .  I ,  p p .  4 4 3 - 4 5 •

3 ^ i b i d . • p p .  4 4 .7 - 4 9 .

J 3 p b i d ,  p p . '  4 6 1 - 6 3 -

3 ^ l b i d , p p . • 4 6 6 - 7 0  a n d  4 9 2 - 9 3 . '
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a n d  - B r i t i s h  - c a u s e d  c o n s i d e r a b l e  a l a r m ' i n  t h e  S t a t e  

D e p a r t m e n t  b e c a u s e  - t h e  ol-d- c o n s o r t i u m  e x p i r e d  on J u n e  1 8 ,

1 9 1 9 * I t  t h e  o l d  c o n s o r t i u m  e x p i r e d  b e f o r e  a new a g r e e m e n t  

c o u l d  be  r e a c h e d ,  o f f i c i a l s  f e a r e d  a l l  p r o j e c t s  o f  t h e  o l d  

c o n s o r t i u m  w o u l d  be l o s t .  P e k i n g  h o n o r e d  a r e q u e s t  by t h e  

B r i t i s h  G o v e r n m e n t ,  a n d  e x t e n d e d  ■ t h e  o l d  a g r e e m e n t  f o r  one  

y e a r  o r  u n t i l  t h e  new c o n s o r t i u m  b e g a n  o p e r a t i o n ^

O b j e c t i o n s  f r o m  t h e  J a p a n e s e  G o v e r n m e n t  t o  t h e  

May 15 A g r e e m e n t  p r o v e d  more  f o r m i d a b l e .  T h e  J a p a n e s e  i n 

s i s t e d  t h a t  E a s t e r n  M o n g o l i a  a n d  M a n c h u r i a  be e x c l u d e d  f r o m  

t h e  s c o p e  o f  t h e  new c o n s o r t i u m .  The  o t h e r  t h r e e  member s  

w o u l d  n o t  a c c e p t  t h i s  p o s i t i o n ,  a n d  a l e n g t h y  d e b a t e - e n s u e d .

On J u n e  18., 1919* a l e a d i n g  J a p a n e s e ,  b a n k e r ,  M a s u n o s u k e  

O d a g i r i ,  who r e p r e s e n t e d  t h e  J a p a n e s e  G r o u p ,  w r o t e  Thomas  

L a m o n t ,  c h a i r m a n  o f  t h e  A m e r i c a n  G r o u p .  O d a g i r i  i n s i s t e d  

t h a t  p r i n c i p a l s  i n  J a p a n  w e r e  i n s t r u c t e d  -

t h a t  a l l  t h e  r i g h t s  a n d  o p t i o n s  h e l d  by J a p a n  i n  
t h e  r e g i o n s  o f  M a n c h u r i a  a n d  M o n g o l i a ,  w h e r e  
J a p a n  h a s  s p e c i a l . i n t e r e s t s , s h o u l d  be e x c l u d e d  
f r o m . t h e  a r r a n g e m e n t s  f o r  p o o l i n g  p r o v i d e d '  f o r  
i n  the .  p r o p o s e d  a g r e e m e n t .  '■

S u c h  i n s t r u c t i o n ,  h e  p o i n t e d  o u t ,  was  d e r i v e d  f r o m  J a p a n ' s

s p e c i a l  r e l a t i o n s  g e o g r a p h i c a l l y  a n d  h i s t o r i c a l l y  i n  t h e s e

r e g i o n s .  These r e l a t i o n s ,  h e  p o i n t e d '  o u t ,  h a d  b e e n  r e c o g n i z e d

by t h e  G e r m a n ,  B r i t i s h ,  U n i t e d  S t a t e s ,  F r e n c h  a n d  R u s s i a n
. ■ O p

G o v e r n m e n t s  on many o c c a s i o n s  .-1 

3 7 l b i d .. p p .  4 5 0 - 5 1  •

3 8 l  e t t e r  o f  Mr.  M. O d a g i r i  t o  Thomas  L a m o n t .  J u n e  1 8 ,
1 9 1 9 . C h i n a  C o l l e c t i o n . TS C h i n a  C 7 6 2 . H o o v e r  I n s t i t u t e  
on War ,  P e a c e  a n d  R e v o l u t i o n .
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Lamont  d e n i e d  J a p a n e s e  c l a i m s  i n '  a l e t t e r  t o  O d a g i r i

d a t e d  J u n e  23 :

M o n g o l i a  a n d  M a n c h u r i a  a r e  i m p o r t a n t  p a r t s ,  o f  
China . ,  a n d  a n y  a t t e m p t  t o  e x c l u d e  them,  f r o m  
t h e  s c o p e ,  o f  t h e  C o n s o r t i u m  mu s t  be i n a d m i s s - /  
i b l e .  The  S p e c i a l  I n t e r e s t s  y o u  a l l u d e  t o  
h a v e ,  I n  o u r  o p i n i o n ,  n e v e r  h a d  t o  do  w i t h  
e c o n o m i c  m a t t e r s ' , 39

Lamont  t h e n  I n f o r m e d  . ' the  S t a t e  D e p a r t m e n t  t h a t  h e  d i d  n o t

b e l i e v e  t h e  p r i v a t e  J a p a n e s e . b a n k e r s  a g r e e d  w i t h ' t h e i r

g o v e r n m e n t ,  b u t  w e r e  o b l i g e d  t o  s u p p o r t  t h e i r  g o v e r n m e n t

p u b l i c l y .  La mont  b e l i e v e d  i f  t h e  U n i t e d  S t a t e s  w i t h '

F r a n c e  a n d  B r i t a i n  t o o k  a f i r m  n e g a t i v e  s t a n d ,  t h e  J a p a n e s e

t om i g h t  r e c a n t  t h e i r  o p p o s i n g  p o s i t i o n .  r J a p a n ,  h o w e v e r ,  c o n 

t i n u e d  bo i n t e r p r e t  t h e ' l o o s e l y  w o r d e d  - L a n s i n g - I s h i i  A g r e e m e n t  

a s  a r e c o g n i t i o n  o f  h e r  e x c l u s i v e  s p e c i a l  r i g h t s  i n  M a n c h u r i a  

a n d  M o n g o l i a .

The  A m e r i c a n  G o v e r n m e n t  t h e n  p r o p o s e d  c o n c l u d i n g  a 

c o n s o r t i u m  a g r e e m e n t  w i t h o u t -  t h e  J a p a n e s e ,  b u t  t h e  

A m e r i c a n  b a n k e r s  r e f u s e d  t o  a c c e p t  t h i s  p r o p o s a l . b e c a u s e  

i t  m e a n t  t h e  A m e r i c a n  banks- w o u l d  h a v e ,  t o  c a r r y  a l l  t h e  

J o a n s  .by t h e m s e l v e s . '  B r i t i s h  and. F r e n c h  b a n k s  w e r e  e c o n o 

m i c a l l y  u n a b l e  t o ’ c a r r y  t h e i r  s h a r e ,  a n d . h a d  a g r e e d  t o  t h e  

new c o n s o r t i u m ' o n l y  i f  t h e  U n i t e d  S t a t e s  a n d  J a p a n  t e m -
4 l  ■

p o r a r i l y  f i n a n c e d  t h e i r  p o r t i o n  o f  t h e  l o a n s .

3 9 iToiCi •

^ U o r e i p n  Re l a  l i o n s ,  19-49,- Vol .  I ,  p p .  ^ 5 ' l - 5 3 -  

i+1I b i d .  4 5 3 - 5 5 .
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B r e c h i n r i d g e  L o n g ,  now in:  c h a r g e  o f  t h e  C o n s o r t i u m  

f o r .  t h e  S t a t e  D e p a r t m e n t ,  w a n t e d  t o  p e r s u a d e  t h e  h a n k e r s  

t o  p r o c e e d  w i t h  ' the . ,  c o n s o r t i u m .  W h i l e  A m e r i c a n  b a n k e r s  

met  on J u n e  2.6, a n d  c o n c l u d e d  t h a t  e v e r y  e f f o r t  s h o u l d  be 

made t o  b r i n g  J a p a n  i n t o  t h e  c o n s o r t i u m ,  Long  c o n t e m p l a t e d  

w h a t  t h e  D e p a r t m e n t  s h o u l d  do  a b o u t  J a p a n e s e  c l a i m s .  A f t e r  

p e r s u a s i o n ,  f r o m  L o n g - a n d  J o h n  ■ J a y  A b b o t t ,  r e c e n t l y  b a c k  

f r  o m Chi  n a , t  h e  A me r i  c a n  Gr oup  r e s o l v e d  t o  p r o c e e d  w i t h  

t h e  c o n s o r t i u m  an d  h o p e d  t h a t  t h e  J a p a n e s e  w o u l d  c o n c e d e  

a n d  j  o I  n a f t  e r  . a 11 .■Z' ^

C o m p l i c a t i n g ' t h e  s i t u a t i o n  f u r t h e r ,  w e r e  c o n f l i c t i n g  

. r e p o r t s  on J a p a n  ’ s ' c o n s o r  t iu 'm p o s i t i o n .  L a r n o n t , . - h a v i n g  h a d  

c o n v e r s a t i o n s  w i t h  O d a g i r i  i n  P a r i s ,  i n s i s t e d .  O d a g i r i  w o u l d  

d o  a l l  i n  h i s  p o w e r  t o  p e r s u a d e  t h e  J a p a n e s e  G o v e r n m e n t  t o  

a b a n d o n  i t s  c l a i m s  t o  E a s t e r n  M o n g o l i a  a n d ' M a n c h u r i a .

Hugh  B.  M a r s h a l l ,  t h e  D e p a r t m e n t ’ s r e p r e s e n t a t i v e  i n  P a r i s ,  

r e p o r t e d  a d i f f e r e n t  p o i n t  o f  - v i e w.  I n  a J u l y  1 c o m m u n i c a 

t i o n  h e  e x p r e s s e d ;  t h e  f e a r .  t h a t  . t h e  ' J a p a n e s e  w e r e  n o t  f a v o r 

a b l e  t o  t h e  o r g a n i z a t i o n  o f  t h e  c o n s o r t i u m  . and  w o u l d  do  a l l
jlD

t h e y  c o u l d  t o  d e l a y  o r  p r e v e n t  i t s  c o m p l e t i o n ,  J

W h i l e  o f f i c i a l s  I n  P a r i s ,  s u c h  .as M a r s h a l l ,  L a n s i n g ,

a n d  L a m o n t ,  c o n t i n u e d - t o  w r a n g l e  o v e r  J a p a n ’ s  r o l e  i n  t h e
. 1111.

p e a c e  n e g o t i a t i o n s  a n d  ■ S h a n t u n g ,  "r Long p r e p a r e d  a memorandum

'~^l b i d .  . p ,  di 3 3 .

l* '̂ S t a t e  P a p e r s  R e l a t i n g  t o  C h i n a , 893  . 5 1 / 2 /!l9̂ 1 - 2 7 5 8 , 
R o l l  15'4,- F r a m e s  1 2 3 - 2 7 -

^ O n e  o f  t h e  U n i t e d  S t a t e s ’ m os t  d i f f i c u l t  p r o b l e m s  
w i t h  J a p a n ’ a.t t h e  P a r i s  P e a c e  C o n v e r e n c e  c e n t e r e d  a r o u n d  
J a p a n ’ s c l a i m s  t o  G e r m a n y ' s  s p h e r e .  S h a n t u n g .  To L a n s i n g ' s  
d i s a p p o i n t  me.nt , . V f i l s o n  f i n a l l y  c o n c e d e d  t o _J a p a n ' s  c l a i m s  t o  
k e e p  n i s  h o p e s  f o r , t h e  L e a g u e  o f  N a t i o n s  w i t h  J a p a n  a s  a 
m e m b e r „ B e e r s ,  V a i n  t n o e a v o r , p p .  I b O - o l .



f o r  t h e  J a p a n e s e  G o v e r n m e n t .  B e f o r e  Long s e n d  . t h e  s t r o n g l y '  

w o r d e d  m e s s a g e ,  - he,, s u b m i t t e d  i t  t o  P r e s i d e n t  W i l s o n ,  L a n s i n g ,  

a n d  Lamont  f o r  t h e i r  a p p r o v a l .  I n  t h e  memorandum,  Long  

r e j e c t e d  a l l  J a p a n e s e  r e s e r v a t i o n s  a n d  i n t i m a t e d  t h e  B r i t i s h ,  

F r e n c h  a n d  t h e  A m e r i c a n  G r o u p s  i n t e n d e d  t o  p r o c e e d  i n  o r g a n i z 

i n g  t h e  c o n s o r t i u m  w i t h o u t  J a p a n ,  He a d d e d '  a new - f e a t u r e  

a n d  s u g g e s t e d  t h e  a d m i s s i o n  o f  B e l g i u m  a n d . R u s s i a  t o  t h e  

c o n s o r t i u m .  Long s e n t  t h e  memorandum t o  J a p a n  on. J u l y  3 0 . ^

A f  t  e r  • r  ea  d 1 ng Lo ng  1 s me mor a nd um 1 h e  Br i t  i  s h  a n d .

F r e n c h  made i t  c l e a r  t o  t h e  S t a t e  D e p a r t m e n t  t h e y  d i d  n o t  

f a v o r  a ' c o n s o r t i u m  w i t h o u t  t h e  J a p a n e s e  b a n k e r s .  B o t h  

g o v e r n m e n t s  s e n t  n o t e s ,  t o  J a p a n ,  a n d  e x p r e s s e d  o p p o s i t i o n  

t o  J a p a n ’ s'  r e s e r v a t i o n s , b u t  t h e .  B r i t i s h  d i d  . n o t  i n d i c a t e  

t h e y ' w a n t e d  t o  p r o c e e d  w i t h  t h e  c o n s o r t i u m  w i t h o u t  J a p a n .

T h e - F r e n c h  c o n s i d e r e d  J a p a n ’ s r e s e r v a t i o n s  a p o l i t i c a l  

q u e s t i o n  t h a t  c o u l d  n o t  be. d e c i d e d  by b a n k i n g  g r o u p s . ^

■ J a p a n ’ s r e p l i e s  t o  F r a n c e  a n d  B r i t a i n  On S e p t e m b e r  1 r e 

a f f i r m e d  i t s  c l a i m s  t o  s p e c i a l  r i g h t s  a n d  i n t e r e s t s  I n  

E a s t e r n  . M o n g o l i a  a n d  M a n c h u r i a .  B r i t a i n  would,  a g a i n  t r y  

t o  p e r s u a d e  t h e  J a p a n e s e  i n  N o v e m b e r ,  a n d  i t  a p p e a r e d  t h e  

J a p a n e s e  . p o s i t i o n  h a d  ’w e a k e n e d  a l i t t l e .  J a p a n  now i n d i c a t e d  

I t s  r e s e r v a t i o n s  d i d  n o t  a f f e c t  M a n c h u r i a '  a n d  - M o n g o l i a  a s  a 

w h o l e ,  b u t  -only c e r t a i n  d i s t r i c t s  o f ' t h e  p r o v i n c e s  / 1'^

^ F o r e i g n  R e l a t i o n s ,  193-9j V o l .  I ,  pp..  4 7 0 - 7 3 -

^ M e m o  o f  F o r e i g n  O f f i c e '  t o  t h e  J a p a n e s e  A m b a s s a d o r ,  
A u g u s t  1 1 ,  1 9 1 9 /  -F 0 3 7 1 / 6 6 7 0 .  F o r e i g n  R e l a t i o n s , 1 9 1 9 ,
V o l .  I , - p p .  4 7 8 - 7 9 -

4 i / b i d . S e p t e m b e r  1 ,  1919* F .0 3 7 1 / 6 6 7 8 .-



I n  v i e w  o f  J a p a n ' s  c o n t i n u e d  r e s e r v a t i o n s ,  Long  

a t t e m p t e d  t o  o r g a n i z e  t h e  c o n s o r t i u m  w i t h o u t  t h a t  c o u n t r y .

He s e n t  a memorandum t o  t h e  C h i n e s e  G o v e r n m e n t  on  S e p t e m b e r  1 ,  

r e q u e s t i n g  t h a t  P e k i n g  a g r e e  t o  n e g o t i a t e  f u t u r e  l o a n s  o n l y  

w i t h  t h e  c o n s o r t i u m .  Th e  C h i n e s e  r e p l i e d  t h a t  C h i n a  i n 

t e n d e d  t o . a p p l y  f o r  a ' l o a n  f r o m  t h e  o l d  c o n s o r t i u m m  a n d  i f  

t h a t  f a i l e d ,  t h e  C h i n e s e  G o v e r n m e n t  d e s i r e d  t o  make t h e  

A m e r i c a n  G r o u p  o f  t h e  new c o n s o r t i u m  t h e i r  e x c l u s i v e  a g e n t  

f o r  a l l  g o v e r n m e n t  l o a n s .  I f ,  h o w e v e r ,  t h e  C h i n e s e  w a r n e d ,  

n o  f i n a n c i a l  a i d  came f r o m  A m e r i c a ,  t h e n  C h i n a  w o u l d  be 

c o m p e l l e d  t o  g o  t o  J a p a n .  R e i n s c h  e x p l a i n e d  C h i n a ' s  a c t i o n s  

by s a y i n g  t h e  C h i n e s e  c o u l d  n o t  c om mi t  t h e m s e l v e s  t o  t h e  

new c o n s o r t i u m  w i t h o u t  a r o u s i n g  t h e  h o s t i l i t y  o f  J a p a n .

T h i s  w o u l d  be  R e i n s c h ’ s l a s t  a d v i c e  a s  M i n i s t e r  t o  C h i n a .

He s t a y e d  on f o r  a w h i l e  i n  C h i n a ,  b u t  h e  r e s i g n e d  e f f e c t i v e  
48S e p t e m b e r  l b « Th e  U n i t e d  S t a t e s '  a t t e m p t  t o  " s q u e e z e ”

J a p a n  o u t  h a d  l i t t l e  e f f e c t  on  T o k y o .  I f  J a p a n  f e a r e d  

b e i n g  l e f t  o u t  o f  t h e  new c o n s o r t i u m ,  a s  t h e  S t a t e  D e p a r t m e n t  

h o p e d ,  t h e y  d i d  n o t  l e t  t h e i r  f e a r  be  known.

To c o m p l i c a t e  t h e  s i t u a t i o n  f u r t h e r ,  i n  A u g u s t  t h e  

C h i n e s e  made a n  a t t e m p t  t o  r e v i v e  t h e  C o n t i n e n t a l  a n d  

C o m m e r c i a l  T r u s t  a n d  S a v i n g s  B a n k ’ s o p t i o n  t o  l o a n  money t o  

C h i n a .  Th e  C h i n e s e  P r i m e  M i n i s t e r  a n d  M i n i s t e r  o f  F i n a n c e  

s e n t  Hsu E n - j u a n  t o  t h e  U n i t e d  S t a t e s  on a  m i s s i o n  t o  e n l i s t  

t h e  a i d  o f  t h e  c o n s o r t i u m .  I f  no  o f f e r s  f o r  l o a n s  w e r e  made 

t h e r e ,  t h e  d e s p e r a t e  C h i n e s e  G o v e r n m e n t  w o u l d  w e l c o m e  a n

^ F o r e i g n  R e l a t i o n s , 1919* V o l .  I ,  p p .  4 8 0 - 8 1 ,
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immediate loan from any s o u r c e . ^9 A fter  an u n s u c c e s s f u l

attempt t o  acqu ire  money from the  American Government or

the  American Group, Hsu went t o  th e  Chicago f irm . Under

A b b o t t ’s gu idance ,  Hsu s ign ed  a co n tr a c t  on October 11,

for  a $5*500j 00O loan .  They r e n e g o t ia t e d  an en larged  loan

on October 20 ,  for  $ 3 0 ,0 0 0 ,0 0 0 .  Unused p o r t io n s  o f  the

proceeds  from the  tobacco  and wine ta x e s  were t o  s e r v e  as

s e c u r i t y  for  the  lo a n .  I f  t h i s  s e c u r i t y  proved i n s u f f i c i e n t ,

then  su rp lus  s a l t  Gabelle  would be a s s ig n e d  t o  s e c u r e  the

loan .  A l l  th r e e  s e c u r i t y  o p t io n s  had p r io r  l i e n s  on t h e m . 50

On October 21 ,  Lansing gave h i s  p e r s o n a l  assurance

.to John Jay Abbott th a t  the  United  S t a t e s  Government looked

fa v o ra b ly  on t h e i r  proposed loan and th a t  th e  Government

would take  the  n ece ssa ry  s t e p s  t o  a s su re  e q u i t a b le  c o n t r a c t s . 5^

Then Lansing cabled  Peking:

In order t o  c l e a r  up any q u e s t io n  o f  c o n f l i c t  
w ith  the  op t io n  o f  the  old  consortium , i t  i s  
hoped th a t  the  Chinese Government w i l l  w ithout  
de lay  g iv e  n o t i c e  th a t  i t  c o n s id e r s  a l l  such  
r i g h t s  and o p t io n s  under th e  R eo rg a n iza t io n  
Loan Agreement have lapsed  by reason  o f  th e
f a i l u r e  t o  e x e r c i s e  t h a t  op t ion  when so r e 
quested  by th e  American Government.52

A pparently ,  Lansing wanted t o  e s t a b l i s h  a p o l i c y  o f  ig n o r in g

the  old  consortium, and used th e  Chicago loan  t o 'd o  i t .

^9l b i d . pp. 485-86  and 5 2 0 - 2 1 .

50 l b i d . pp. 5 2 5 - 2 7 .

5^State  Papers R ela t i n g  t o  China, 8 9 3 •5 1 /2 4 9 4 -2 7 5 8 ,
R o l l  154, Frame 43.

5 ^ i b i d .  Frame 5 .



The Board o f  D ir e c t o r s  o f  the  C ont in en ta l  and 

Commercial Trust and Savings  met on October 30 ,  and chose  

t o  r e j e c t  the  October; 20 loan .  Their reasons  were tw o fo ld .  

F i r s t ,  the  Chinese Government r e fu s e d  t o  confirm  the  

s e c u r i t y  o f  th e  s a l t  Gabelle  fo r  th e  loan .  Second, the  

American investm ent market e x h i b i t e d  s ig n s  of  d e c l i n e  and 

Chinese bonds would be hard t o  s e l l .  The board gave 

a p p r o v a l - to  the  October 11 loan fo r  $5*500 ,000 .  The f a c t  

t h a t  th e  la r g e r  loan  f a i l e d  t o  r e c e i v e  board approval would 

not be p u b l i c i z e d P e r h a p s ,  the  S ta t e  Department reasoned ,  

i f  th e  Japanese b e l i e v e d  American banks were making la r g e  

loans  t o  China, they  wpuld r e c o n s id e r  t h e i r  r e s e r v a t i o n s  

on Manchuria and Mongolia.

Due t o  the  f r u s t r a t i o n  r e s u l t i n g  from the  f a i l u r e  

t o  complete consort ium  n e g o t i a t i o n s ,  and China’s new c o n t r a c t s  

w ith  th e  C o n t in en ta l  and Commercial Trust and S a v in g s ,  the  

B r i t i s h  on October 29 ,  proposed a 5 ,0 0 0 ,0 0 0  pound loan .

Lansing agreed t o  the  B r i t i s h  loan i f  i t  did not p r e ju d ic e  

the  consortium  n e g o t i a t i o n s . ^  By l a t e  1919 i t  appeared th a t  

independent loans  t o  China might be r e v iv e d .  F o l low ing  t h i s  

new t r e n d ,  on November 26,  the  P a c i f i c  Development Company 

s ig n ed  a c o n tra c t  w ith  the  Chinese Government for  a loan  , 

of  $ 5 ,0 0 0 ,0 0 0  w ith  a $ 2 0 ,0 0 0 ,0 0 0  o p t io n .  Wine and tobacco  

ta x e s  were t o  be used as s e c u r i t y  and an American

^ S ta t e  Papers R e la t in g  t o  China, 893 .51 /2494-2758*  
R o l l  154, Frames 320-'2l .  Fore ign  R e l a t i o n s , 1919* Vol.  I ,  
pp. 53 0 -3 3 .

. 5 ^ i b i d . -  F ram es  4 8 - 5 2 .  I b i d .  p p .  5 0 0 - 0 1 .



a d m in is tra to r  would s u p e r v is e  c o l l e c t i o n .  The money was t o  

be a l l o c a t e d  fo r  payment of  wages due t o  Chinese t r o o p s .  

H op efu l ly ,  paying and d isbanding  tro o p s  would a id  in  r e 

s t o r i n g  p o l i t i c a l  s t a b i l i t y  t o  China by reducing  her la rg e  

m i l i t a r y . 55.

P r o t e s t s  from B r i t a i n ,  Prance, and Japan a r r iv e d  

soon a f t e r  the  s ig n in g  o f  the  P a c i f i c  Development loan .

S in ce  th e  French a lr ea d y  held  a l i e n  on wine and tobacco  

t a x e s ,  they  were e s p e c i a l l y  unhappy w ith  th e  appointment  

o f  an American.to  a d m in is ter  th o se  t a x e s .  Japan’s p r o t e s t  

centered  around th e  i s s u e  o f  a loan o u t s id e  the  consortium .  

B r i t a in  su gges ted  an immediate advance by the  four powers 

of  5 , 0 0 0 , 0 0 0  pounds w ith  a s t i p u l a t i o n  th a t  the  f a c t i o n s  

in  China s e t t l e  t h e i r  d i f f e r e n c e s  and disband t h e i r  t r o o p s . ^

The American Government chose- t o  i s s u e  a statement  

o f  non-approval o f  th e  P a c i f i c  Development loan ,  and on 

November 2 9 , Lansing n o t i f i e d  P ar is  and London a c c o r d in g ly .

He added th a t  the  new loan would r e c e i v e  no d ip lo m a t ic  

s u p p o r t .57 Both the  American Group members and the  American 

Government con ferred  w ith  and attempted t o  persuade the  

American Development Company t o  s to p  the  loan .  Even though  

the  American Government d id  not approve the  P a c i f i c

55poreign R e la t io n s ,  1919* Vol. I ,  pp. 541-43 and
606-15.

5 ^ ib id .  pp. 546 51.

E s t a t e  papers R e la t in g  t o  China, 8 9 3 -5 1 /2 4 9 4 -2 7 5 8 ,  
R o l l  154, Frames 3 6 5 - 6 7 *



Development loan* Lansing wrote th e  Japanese t h a t  th e  loan  

e x h i b i t e d  "evidence o f  the  growing i n t e r e s t  o f  American 

f i n a n c i e r s  i n  the  s i t u a t i o n  in  China, fl and the  American 

Government would not r e s t r a i n  p r iv a t e  American concerns  

excep t  i n  the  i n t e r e s t s  o f  a c o n s o r t i u m . ^  The Department 

cont inued  t o  t r y  t o  fo r c e  Japan t o  g iv e  up t h e i r  c la im s t o  

s p e c i a l  i n t e r e s t s  in  Mongolia and Manchuria. The P a c i f i c  

Development loan gave a new le v e r a g e ,  and the  Department 

would use every  t o o l  a v a i l a b l e  t o  keep the  door open in  

China for  American in v es tm en ts  and t o  curb Japanese a g g r e s 

s io n  .

The i n t e r e s t  and w i l l i n g n e s s  o f  p r iv a t e  American 

f irm s t o  loan money t o  China without S t a t e  Department sup

port  a p paren t ly  nudged consortium members i n t o  co o p e r a t in g  

w ith  Japan in  making a 5*000 ,000  pound loan on February 3*

1920. The Japanese and American bankers agreed t o  carry  

the  French and B r i t i s h  share u n t i l  th ey  were f i n a n c i a l l y  

ab le  t o  p a r t i c i p a t e . - ^  Consortium members reached an 

agreement t o  s e t t l e  the  j o i n t  loan without r e s o l v i n g  t h e i r  

disagreem ents  concerning  Japan1s r e s e r v a t i o n s .

To com plica te  the  loan s i t u a t i o n  f u r t h e r ,  when 

fu tu r e  money advances from th e  P a c i f i c  Development Company 

f a i l e d  t o  m a t e r i a l i z e ,  the  Chinese began n e g o t i a t i o n s  w ith  

Okura and Company, a p r iv a t e  Japanese banking f irm . The

^ Fore ign  R e l a t i o n s , 1919, Vol.  I ,  p. 5^2.

5 9 i b i d .  .1 9 2 0 , V o l .  X, p p .  620-23-.
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f irm  made an advance o f  9 ,0 0 0 ,0 0 0  yen .  The Okura loan  

in c lu d ed  s e c u r i t y  o f  the  wine and to b a cco  t a x ,  and t h i s  - 

c o n f l i c t e d  w ith  the  P a c i f i c  Development c o n t r a c t . ^0

In l a t e  February 1920,/  another p r i v a t e  Japanese  

f irm  advanced 9 , 0 0 0 , 0 0 0  yen which, accord in g  t o  the  

Japanese,  r e p r e se n te d  only o n e -h a I f  th e  needs o f  th e  Peking  

Government. I f  the  American Group wanted t o  advance th e  

other  o n e - h a l f  needed, the  Japanese .would welcome the  

American loan .  The American Ambassador t o  Japan, Roland S. 

Morris,  informed the  S ta t e  Department on February 25* th a t  

the  Japanese claimed t o  have made th e  loans  only because  

of  t h e  d e sp er a te  f i n a n c i a l  c o n d i t i o n s  o f  th e  Peking  

Government. ^  The reason s  f o r ,  and th e  i n t e n t i o n s  o f  the  

Japanese , are d e b a t a b l e . What i s  c e r t a i n  i s  th a t  the  new 

loan s  r e s u l t e d  in  a temporary deadlock  in  consortium  nego

t i a t i o n s  .

Japan’ s r e f u s a l  t o  n e g o t i a t e  a consortium  agreement  

w ithout  s p e c i a l  p r i v i l e g e s  in  Manchuria and Mongolia com

bined with  th e  d i f f i c u l t i e s  o f  p r iv a t e  f irms making loans  

t o  China led  t o  the  departure of  Thomas Lamont for  the  

O rient .  On February 7* Lansing wrote Ambassador Morris in  

Tokyo o f  Lamontrs pending a r r i v a l  in  Japan on about March-3 

and noted t h a t  Lamont t r a v e l e d  as a r e p r e s e n t a t i v e  t o  th e  

American Group and had no co n n ec t io n s  whatsoever with  the

6 ° I b l d . pp. 6 2 2 - 2 5 .

6 l I b i d . p. 635-



United S t a t e s  Government. Even though Lamont t r a v e l e d  as  

a p r iv a t e  c i t i z e n ,  Lansing asked th a t  he be g iv e n  a l l  the  

h e lp  he needed. I t  now appeared the  Department in tended  

t o  use p r iv a t e  American bankers t o  reach  some formula for  

agreement for  investm ent  . in Manchuria and Mongolia, E f f o r t s  

continued  i n  an attempt t o  d e f in e  Japanese i n t e r e s t s  in  

China and h o p e f u l ly  t o  p r eserv e  th e  open door p o l i c y .

Corresponding t o  Lamont*s a r r i v a l  in  Tokyo, the  

Japanese Government r e l e a s e d  a memorandum t o  the  four con-'' 

sortium powers o u t l i n i n g  a formula for  g en er a l  agreement  

r e l a t i n g  t o  th e  consortium . Japan maintained th a t  th e  e x 

c l u s i o n  o f  Manchuria and Mongolia from the  consortium  did  

not r e s u l t  from a d e s i r e  o f  " e x c lu s iv e  p o l i t i c a l  p r e t e n s i o n s ,  

or a w ish  t o  e s t a b l i s h  a sphere o f  i n t e r e s t .  I n s t e a d ,  Japan 

wanted t o  p r o t e c t  t h e i r  e x i s t i n g  e n t e r p r i s e s  in  th e  two 

d isp u ted  a r e a s ,  and agreed t o  accep t  and support the  r e s o 

l u t i o n s  o f  th e  May 1919 Pre l im inary  Consortium Agreement.

In matters r e l a t i n g  t o  loans a f f e c t i n g  South Manchuria and 

E astern  Inner Mongolia, however, the  Japanese Government 

re ser v ed  th e  r i g h t  t o  take what s t e p s  i t  deemed n ece ssa r y  

t o  guarantee the  " secu r i ty  o f  t h e . economic l i f e  and n a t io n a l  

d e fen se  o f  Japan.

The Japanese o u t l in e d  in  d e t a i l  on March 20 the  

a c t i v i t i e s  they  wanted t o  exc lu de  from and in c lu d e  in  th e

62 I b l d . p. 497.

' 6 3 1bic3 . p p .  5 0 0 -2 3 . .



consortium . Japan wanted t o  in c lu d e  th e  South Manchurian 

Railway, i t s  branches and s u b s id ia r y  mines, the  K ir in -  

Changchun, the  Shinminfu-Mukden, and th e  S su p in g k a i -  

Chenchiatun Railways-, which Japan claimed were complete  

and in  o p e ra t io n .  Those ra i lw a y s  t o  be in c lu d ed  i n  the  ,4 

consortium  because they  were not complete were the  K ir in -  

Huining, the  Ghengchiatun-Taonanfu, the  Changchu-Taonanfu,  

the  Kaiya.n-.Kifin, the  Taonanfu-Jehol and a ra i lw a y  c o n n ec t 

in g  Taonanfu with  a s e a p o r t . These r a i lw a y s  were con s id ered  

branches or f e e d in g  l i n e s  o f  the .  South Manchurian R a i l w a y . ^

A fter  s tu d y in g  the  Japanese p r o p o s a l ,  Lamont,

Morris ,  and the  B r i t i s h  M in is ter  in  China, dec ided  t o  take  

a f irm  p o s i t i o n  and hope th e  Japanese would r e t r e a t  f u r th e r .  

They maintained th e  r a i lw a y  e x c lu s i o n s  th e  Japanese d e s ir e d  

s t i l l  th rea ten ed  the  independence and t e r r i t o r i a l  i n t e g r i t y  

o f  China. The t h r e e ,  however, agreed th a t  Japan's  c la im s  

t o  food and raw m a te r ia l  sources  v i t a l  t o  t h e i r  economy 

and the  need t o  p r o t e c t  the  Korean f r o n t i e r  were l e g i t i m a t e .  

They concluded the  Taonanfu-Jehol Railway remained o u t s id e  

t h e i r  v i t a l  needs .

In hopes o f  r e s o l v i n g  the  c o n f l i c t ,  Lamont remained  

in  Japan t o  c o n s u l t  i n f l u e n t i a l  Japanese o f f i c i a l s  and 

bankers and. seemed t o  a ch ie v e  agreement w ith  them. The 

m i l i t a r y  c l iq u e  th a t  dominated Japan's c e n t r a l  Government,

E s t a t e  Papers R e la t in g  t o  China, 8 9 3 .5 1 /3 0 5 0 -3 3 2 8 ,  
R o l l  1 5 6 ,  Frames 2 0 -2 3 .

^ F o r e i g n  R e l a t i o n s ,  1920 ,  V o l .  I , ,  p p .  5 0 5 - 0 7 .



however, overru led  the agreem ent . ^ 8  F inding th a t  the  

Japanese m i l i t a r y  in tended  t o  remain f irm , Lamont, hoped 

t o  turn  th e  s i t u a t i o n  around by an exchange o f  l e t t e r s  

between the  Japanese and American bankers.  Lamont b e l ie v e d  

once the  f a c t s  were made a v a i l a b l e  t o  the  Japanese p u b l ic  

i t  would be a matter o f  t ime before  p u b l ic  sent im ent  forced  

th e  m i l i t a r y  dominated Japanese Government t o  a l t e r  i t s  . 

p o s i t i o n .  In h i s  l e t t e r  Lamont p o in te d  out th e  economic 

needs o f  Japan in  th e  areas  o f  Manchuria and Mongolia, but 

noted t h e  d isa d v a n ta g es  o f  Japan’s p o l i t i c a l  c o n t r o l  over  

t h e m . ^

Lamont remained c o n f id e n t  th e  American Group would 

approve the  l e t t e r  exchange. His schedu le  would take  him 

on t o  China t o  d i s c u s s  th e  proposed consortium  and i f  an 

agreement could  be reached f i r s t  w ith  the  Japanese,  the  

s top  in  China would bring  b e t t e r  r e s u l t s .  Before he l e f t  

for  China, Lamont o u t l in e d  a p ro p o sa l  from th e  American 

Group. The p r o p o sa l ,  which he gave t o  the  Japanese Group, 

r e co g n ize d  Japan’s economic views in  r e f e r e n c e  t o  Manchuria 

and Mongolia, e s p e c i a l l y  as a source o f  food fo r  the  growing  

p o p u la t io n  o f  th e  Japanese i s l a n d s  and as a source  o f  raw 

m a te r ia l s  n ece s sa r y  for  manufacturing.  Lament’s proposal-  

a l s o  re co g n ize d  Japan's need for  r a i l r o a d s  in  Manchuria and 

Mongolia, but den ied  Japan’s r i g h t s  t o  c o n s tr u c t  new l i n e s

^ S t a t e  Papers R e la t in g  t o  China, 8 9 3 •5 1 /2 7 5 9 -3 0 4 0 ,  
R o l l  155,  Frames 127-28 .

6 7 l b i d . 8 9 3 . 5 1 / 2 4 9 4 - 2 7 5 8 , R o l l  1 5 4 ,  Fram e 1 3 0 9 .



Q8

without  the  approval  o f  the  consortium . I f  th e  other  mem

bers  o f  th e  consortium d e c l in e d  t o  p a r t i c i p a t e  in  such  

a c t i v i t i e s  in  Manchuria, and Mongolia, then Japan would 

he f r e e ' t o  proceed on her own.

According t o  the American Group1 s p r o p o s a l ,  a l l  ./ 

r a i l r o a d s  a lread y  complete and in  o p era t io n  could be r e c o g 

n ize d  as o u t s id e  th e  scope of the  consortium . By th e  t ime  

th e  consortium  n e g o t i a t i o n s  concluded,  t h i s  would in c lu d e  

a l l  the  ra i lw a y s  mentioned in  the  Japanese p ro p o sa l  o f  

March 2 ,  except  the  T aonanfu -Jeho l  l i n e .

On March 30* the  S t a t e  Department n o t i f i e d  both  

London and P ar is  o f  Lamont’s new p r o p o s a l .  The Department 

agreed w ith  Lamont and urged the  B r i t i s h  and French t o  con

cur w i t h . t h e  p r o p o s a l .  The Department hoped the  B r i t i s h  

would waive t h e i r  p r o t e s t  o f  the  e x c lu s io n  o f  th r e e  l i n e s  

west o f  the  South Manchurian R a i lw a y .^9 xn e s s e n c e ,  the  

S t a t e  Department now re co g n iz e d  Japan’ s economic r i g h t s  in  

Manchuria and Mongolia, and asked the  French and B r i t i s h  

t o  do l i k e w i s e .

Both th e  French and B r i t i s h  complied w ith in  the  

m o n t h . B y  the  end o f  A p r i l  1920, i t  appeared th a t  the  

four consortium  powers had reached an accord ,  and Lamont,' 

now assured  o f  Japan’s en try  in t o  the  consortium, l e f t  fo r

^ S tate  Papers R elating to  China, 893*51/2494-2758* 
R oll 154, Frame 1278". 7 ~  ' .

6 9l b i d . Frame 1328.

7^1b i d . 893*51 /2759-3040 ,  R o l l  155, Frames 144 and
1 4 7 .



China. A fter  a. s e r i e s  o f  meetings and speeches  i n  both  

North and South China, Lamont concluded th a t  loans t o  th e  

Chinese Government would not y i e l d  a re tu rn  u n t i l  the  

Chinese put t h e i r  p o l i t i c a l  house in  order .  T y p ic a l  o f  

China’s economic and p o l i t i c a l  s i t u a t i o n  was her d e f a u l t  

on the  Hukuang Railway l o a n . ^1 J .  P. Morgan informed  

Lamont on A p r i l  9 , th a t  the  Chinese must pay a l l  c o u p o n s ^  

o f  the  Hukuang l o a n . 7^ This  the  Chinese could  not do, and 

under t h e s e  c ircum stances  fu tu re  loans t o  China would be 

jeop ard ized  by the  f a c t  th a t  the, c o n d i t io n s  of th e  loans  

would.be t o o  s t r i c t  for  the  Chinese Government.

Japan and the  United S t a t e s  form ally  reached accord  

in  t h e i r  d i f f e r e n c e  by th e  exchange o f  the  s o - c a l l e d  Lamont- 

Kajiwara n o t e s .  In a note dated May 1 1 ,  1 9 2 0 ,  Nakaji  

Kajiwara, P re s id en t  of  the  Yokahoma S p ec ie  Bank, on b e h a l f  

o f  the  Japanese Group agreed to  the  terms th e  Japanese b e 

l i e v e d  e s s e n t i a l  to  consortium  a c t i v i t i e s  in  Manchuria and 

Mongolia. On the  same day, Thomas W. Lamont, r e p r e s e n t in g  

the  other banking groups,  conceded th a t  s p e c i f i c  ra i lw a y  

e n t e r p r i s e s  in  Mongolia and Manchuria should  remain s o l e l y  

in  the  hands o f  the  J a p a n e s e . ^  The May I I  exchange o f  

n o te s  merely form alized  th e  agreement reached in  March.

I t  should be p o in ted  out th a t  the  p r o je c t e d  Taonanfu-Jehol

7^The Hukuang Railway Loan was agreed t o  by th e  old  
Four-Power Consortium in  which th e  United  S t a t e s  had p a r t i 
c i p a t e d .

72payment c e r t i f i c a t e s .

?3s t a t e  Papers R e la t in g  t o  China, 8 9 3 .5 1 /2 7 5 9 -3 0 4 0 ,  
•Roll  155* Frame ? 1 .

7 4 i b i d .  Frame 8 2 8 .
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Railway w ith  a seaport  terminus remained w i th in  the  c o n s o r 

tium.. This would be Japan’s only c o n c e s s io n ,  and Lamont 

co n fe s se d  th a t  the Japanese would probably c o n s tru c t  t h i s  

ra i lw a y  on t h e i r  own and would not need a s s i s t a n c e  from the  

other  consortium members. No mention o f  Japan’ s s p e c i a l  

r i g h t s  or i n t e r e s t s  appeared In th e  n o t e s . E v e n  though  

Japan had e s s e n t i a l l y  won the  b a t t l e  concern ing  t h e i r  r e s e r 

v a t io n s  in  Manchuria and Mongolia, th e  other th r e e  powers 

claimed v i c t o r y  because th e r e  had been no mention o f  s p e c i a l  

r i g h t s  or i n t e r e s t s .

On July  22 ,  1920, Lamont wired the  S ta t e  Department 

th a t  the  four powers agreed and th e  Department should  

schedu le  a New York consortium  meeting in  O c t o b e r . ^

From July t o  September, th e  major d isagreem ent  

centered  around whether or not the  Chinese should be g iven  

c o p ie s  o f  the  Lamont-Kajiwara n o te s ,  and other consortium  

correspondence .  The d i s p u te  arose  on Ju ly  7 when Charles R. 

Crane, th e  new Ambassador t o  China, gave co p ie s  o f  th e  n o tes  

t o  the  Chinese Government. Japan p r o t e s t e d  the  a c t i o n .  To 

s e t t l e . t h e  d i sp u te  a l l  powers concerned sen t  i d e n t i c a l  

n o t i c e s .  When the  S ta t e  Department su g g es ted  th a t  a l l  

correspondence re g a rd in g  the  consortium be turned over t o  , 

th e  Chinese Government, the  Japanese, o f  c o u r s e / p r o t e s t e d .  

Japan i n s i s t e d  th a t  no mention be made concerning  Japan’s

79j?oreign R e l a t i o n s , 1920, Vol.  I ,  pp. .  5 5 5 - 5 7 .

^ S t a t e  Papers R e la t in g  t o  China, 8 9 3 -5 1 /2 7 5 9 -3 0 4 0 ,  
R o l l  155, Frames 833 and 8 5 0 .
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r e l i n q u i s h m e n t  o f  s p e c i a l  i n t e r e s t s  i n  M ongo l ia  and 

M anchuria .  To s e t t l e  t h e  d i f f e r e n c e s ,  t h e  U n i t e d  S t a t e s  

a g r e e d  t h a t  a l l  c o r r e s p o n d e n c e  be w i t h h e l d  u n t i l  t h e  f o r m a l  

o r g a n i z a t i o n  m e e t in g  i n  O c t o b e r . 77

Once i t  became a p p a r e n t  i n  June 1919 t h a t  t h e  f o u r  

b a n k in g  g ro u p s  would be a b l e  t o  r e a c h  an a g r ee m e n t  c o n c e r n 

i n g  t h e  s c o p e  o f  t h e  new c o n s o r t i u m f s a c t i v i t i e s ,  t h e  n e x t  

o r d e r  o f  b u s i n e s s ,  t h e  b a n k e r s  a g r e e d ,  would be t o  s e t t l e  

t h r e e  b a n k in g  p r o b l e m s .  The t h r e e  p r o b le m s  n e e d i n g  a t t e n 

t i o n  were  o u t l i n e d  and J .  P. Morgan s e n t  a copy i n  m id-June  

t o  t h e  A c t i n g  S e c r e t a r y  o f  S t a t e ,  Norman H. D a v i s -. F i r s t ,  

t h e  S t a t e  Departm ent  would  have  t o  warn t h e  C h in e s e  

Government t h a t  no l o a n s  would be f o r t h c o m i n g  from t h e  

c o n s o r t i u m  u n t i l  t h e  C h in e s e  s e t t l e d  t h e  m a t te r  o f  d e f a u l t 

i n g  on paym ents  o f  t h e  Hukuang R a i lw a y  l o a n .  S e c o n d ,  

a r r a n g e m e n t s  would have  t o  be made t o  e x t e n d  t h e  P a c i f i c  

D ev e lo p m en t  Loan c o n t r a c t  s o  t h e  C o n so r t iu m  c o u l d  assume  

t h i s  l o a n  o p t i o n .  T h i r d ,  t h e  C h in ese  Government would  have  

t o  a g r e e  t o  t u r n  o v e r  t h e  management o f  t h e  C h in e s e  E a s t e r n  

R a i lw a y  t o  t h e  A m erican  Group, and a g r e e  t o  expand t h e  

a g r e e m e n t  t o  i n c l u d e  a l l  f o u r  b a n k in g  g r o u p s  a t  a l a t e r  

d a t e . 78

The S ta t e  Department agreed t o  work on th e  problem  

a reas  and, a c c o r d in g ly ,  on June 22 ,  the  Department r e f e r r e d  

the  i s s u e  of  the  Chinese Eastern  Railway t o  Japan, and t h e

7 7 p o r e i g n  R e l a t i o n s , 1920* V o l .  I ,  pp .  5 ^ 5 ~ 7 0 .

7^s t a t e  Papers R e la t in g  t o  China, 8 9 3 . 5 i / 2 759~ 30^0p  
R o l l  155* Frame 5 8 8 .
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Hukuang d e f a u l t  t o  B r i t a i n ,  Prance and J a p a n . ^  P a c i f i c  

Development C orp orat ion ’s contract ,  p resen ted  a minimal 

problem because the  co r p o r a t io n  agreed t o  surrender i t s  

loan  o p t io n ,  w ith  the  Chinese Government’s approva l ,  t o  

the  Consortium. On July’ 20,  the  P a c i f i c  Development 

Company turned over i t s  o p t io n ,  and w ith  i t  the  wine and 

tobacco  s e c u r i t i e s ,  t o  the  American Group. On July  24 ,  th e  

S t a t e  Department re co g n ize d  and l e n t  o f f i c i a l  support t o
Oa

th e  c o n t r a c t ,  and th e  Chinese extended t h e i r  o p t i o n . -

With the  scope of  th e  a c t i v i t i e s  o f  the  Consortium 

determ ined,  and the  e x i s t i n g  banking c o n f l i c t s  tem p o ra r i ly  

r e s o l v e d ,  r e p r e s e n t a t i v e s  o f  the  banking groups from Japan, 

Great B r i t a i n ,  France,  and the  United  S t a t e s  met in  New York 

on October 5* 1920 t o  conclude the  Consortium agreement.

The new venture i n t o  c o o p e r a t iv e  f in a n c in g  can be con s id ered  

an a t t a c k  upon spheres  o f  i n f l u e n c e .  Consortium fo rm u la to rs ,  

such as Robert Lansing and B rech inr idge  Long, hoped t o  l i m i t ,  

i f  not . e l im in a t e , '  Japan's e x i s t i n g  spheres  by p la c in g  

Japanese ra i lw a y  and mining in ves tm en ts  and other p r e f e r e n 

t i a l  r i g h t s  in  China under th e  c o n t r o l  o f  th e  new consortium .  

Japan, new t o  th e  p o s i t i o n  o f  a world power, d isp la y e d  d i p 

lom atic  t a l e n t  by e s s e n t i a l l y  f o r c i n g  the  United S t a t e s  t o  

agree  t o  t h e i r  term s,  which p erm itted  Japan t o  r e t a i n  c o n t r o l  

o f  the  r a i lw a y s ,  mines* and: other in v es tm en ts  they  con s id ered

79g t a t e  Papers R e la t in g  t o  China, 8 9 3 •5 1 /2 7 5 9 -3 0 4 0 ,  
R o l l  155* Frames 590 -599 .

^ F o r e i g n  R e l a t i o n s , 1 9 2 0 , -V ol .  I ,  p p .  6 4 9 - 6 1 .
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e s s e n t i a l  t o  t h e i r  economic development. American bankers  

and government o f f i c i a l s  e v e n t u a l ly  accep ted  Japan's r e s e r 

v a t io n s  because th ey  hoped t o  a c c o m p l i s h ' in  the  Consortium 

what they  f a i l e d  t o  accom plish  o u t s id e  the  consortium  a g r e e 

ment. The agreement f a i l e d  t o  l i m i t  or e l im in a t e  sp h e re s ,  

and i f  a n y th in g ,  t h e  four s i g n a t o r i e s  o f  the  Second Chinese  

Banking Consortium assured  Japan they  would guarantee her 

s p h e r e s .

The new consortium, an attempt t o  keep the  door open 

fo r  United S t a t e s  investm ent  in  .China, in  r e a l i t y  was an 

expanded v e r s io n  o f  d o l l a r  diplomacy which in c lu d ed  th e  con

cept  o f  e l im i n a t i n g  Japan’s spheres  o f  i n f l u e n c e .  America's  

a r c h i t e c t s  o f  the  Second Consortium w itn e s sed  Japan's  r i s e  

t o  the  s t a t u r e  o f  a world power, and they  responded t o  

Japan's  a g g r e s s iv e  c h a l le n g e  in  China by the  means th e y  

b e l i e v e d  would be the  most e f f e c t i v e ,  t h a t  i s ,  c o o p e r a t iv e  

f in a n c in g  o f  th e  economic needs o f  .China. C le a r ly ,  th e  

method chosen by the  S ta t e  Department favored  the  Japanese,  

and t h e  f a c t  th a t  Japan maintained a favored p o s i t i o n  r e 

mained th e  c e n t r a l  problem o f  the  new consortium .



CHAPTER V

The Consortium in  Operation 1920-1939

To understand th e  ev e n ts  th a t  fo l lo w e d  the  s ig n in g  

o f  th e  October 1 5 , 1920 Consortium Agreement, i t  i s  n e c e s 

sary t o  examine c e r t a i n  e lem ents  o f  the  Agreement. The 

Agreement fo l lo w ed  th e  terms o f  the  1919 agreement, except  

for  Japan's  r e s e r v a t i o n s .  F i r s t ,  even though the  a c t i v i t i e s  

t o - b e  pursued i n  China and the  governmental gu arantees  were 

q u i t e  comprehensive,  th ey  were s t i l l  in a d e q u a te .  According  

t o  the  Agreement a l l  e x i s t i n g  and fu ture  loan s  t o  th e  Chinese  

Government, Chinese Governmental Departments, and the  

Chinese P rovinces  would be public , ,  in c lu d in g  b u s in e s s  com

p a n ie s  or c o r p o r a t io n s  owned by the  Chinese Government. 

E xcep t ions  were i n d u s t r i a l  undertakings th a t  showed "sub

s t a n t i a l  p r o g r e s s , " and they  re ser v ed  the  r i g h t  t o  remain
1o u ts id e  the  Consortium.

The a c t i v i t i e s  o f  th e  new Consortium were t h e r e f o r e  

comprehensive,  and so were the  r u l e s  and r e g u l a t i o n s  govern

ing' the  members o f  the  banking Consortium. Members agreed  

t o  p a r t i c i p a t e  on equal terms with c o o p e r a t iv e  a c t i o n  be

cause th e  e x i s t i n g  p o l i t i c a l  and economic c o n d i t i o n s  in  

China n e c e s s i t a t e d •such c o o p e r a t iv e  a c t i o n  and s u b s t a n t i a l  

j o i n t  lo a n s .  Each group re ser v ed  the  r i g h t  t o  in c r e a s e  or

^Foreign R e l a t i o n s ,  1920, Vol.  I ,  pp. 576 -78 .



d ecr ea se  t h e i r  number o f  banks i f  the  member banks r e c e iv e d  

the  approval o f  t h e i r  r e s p e c t i v e  governments. I t  must be 

noted th a t  the  new agreement in c lu d ed  the  phrase " their  

r e s p e c t i v e  Governments have undertaken t o  g iv e  t h e i r  com

p l e t e  support t o  t h e i r  r e s p e c t i v e  n a t io n a l  grou p s ,"  but i t  

did  not prov ide  the  p rev io u s  assurance  th a t  each group 

would r e c e i v e  " e x c lu s iv e  d ip lo m a t ic  support" o f  the  r e s p e c 

t i v e  Governments. By the  end o f  November a l l  governments  

o f  th e  r e s p e c t i v e  banking groups had p u b l i c l y  announced
pt h e i r  approval o f  th e  new banking arrangement.

The Agreement seemed t o  d e fe a t  i t s  purpose o f  

c o o p e r a t iv e  a c t io n ;  in s t e a d  o f  r e s o l v i n g  the  d i f f i c u l t i e s  

surrounding th e  i s s u a n c e  o f  loans t o  China, i t  seemed, t o  

c r e a t e  fu r th e r  d i f f i c u l t i e s  c e n te r in g  around two p o i n t s .

F i r s t  was the  u n s ta b le  p o l i t i c a l  c o n d i t io n s  i n  China. Not 

on ly  d id  th e r e  e x i s t  two major p o l i t i c a l  f a c t i o n s  in  China, 

a Northern f a c t i o n  headquartered in  Peking and a Southern  

f a c t i o n  headquartered in  Canton, but warlords were e x e r t i n g  

c o n t r o l  over var ious  areas  o f  China. Consequently,  i t  was 

d i f f i c u l t  t o  secure  loa n s .a n d  i f  th e  Consortium loaned any 

monies i t  would most undoubtedly go fo r  m i l i t a r y  exp en d i

t u r e s .

The second d i f f i c u l t y  in v o lv in g  th e  scope o f  

a c t i v i t i e s  o u t l in e d  in  th e  Consortium Agreement needs some 

i l l u s t r a t i o n .  For example, on January 9,  1921, th e  United

2 I b id .  pp. 57 5 -7 7 .  For a l i s t i n g  o f  the. s i g n a t o r i e s  
t o  each o f  the  c a t e g o r i e s  o f  th e  Second Consortium Agreement,  
see  Foreign  R e l a t i o n s ,  1920, Vol.  I., pp. 576-89 .
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S t a t e s  M i n i s t e r  I n  -China-; C h a r le s  C ra n e /  t e l e g r a p h e d  t h e

Departm ent  and i n q u i r e d  w h eth er  t h e  C on sor t iu m  b a rred

p r i v a t e  i n i t i a t i v e  from c o n s t r u c t i n g  a l l  t h e  
c om m u n ica t io n  t r a n s p o r t a t i o n  i n c l u d i n g  r a i l w a y s ,  
r o a d s ,  c a n a l s ,  t e l e g r a p h s ,  t e l e p h o n e s ,  a e r o 
p l a n e s ,  e t  c e t e r a , a l s o  l a r g e  c o m m e rc ia l  and  
i n d u s t r i a l  j o i n t  u n d e r t a k i n g s .3

Crane,  r e q u e s t i n g  i n f o r m a t i o n  f o r  p r i v a t e  b u s i n e s s m e n ,  a s k e d  

where t h e  l i n e  b e tw e en  p r i v a t e  and p u b l i c  f l o t a t i o n  should"  

be drawn. Crane a s k e d  t h a t  p r i v a t e  Am erican i n i t i a t i v e  

n o t  be d i s c o u r a g e d . ^

U n a b le  t o  answer  C r a n e 1 s . i n q u i r y ,  t h e  Departm ent  

r e q u e s t e d  c l a r i f i c a t i o n  from t h e  American b a n k e r s .  On 

January  17 ,  J .  P. Morgan r e p l i e d  t h e  "Consort ium  has no 

pow er ,  and would i n  no e v e n t  w i s h ,  t o  curb  p r i v a t e  i n i t i a t i v e . "  

Morgan e x p l a i n e d  t h a t  t h e  Am erican Group p r e f e r r e d  t h a t  l a r g e  

p r o j e c t s ,  e s p e c i a l l y  t h o s e  i n v o l v i n g  t r a n s p o r t a t i o n  be r e 

s e r v e d  f o r  t h e  C on sor t iu m ;  p r o j e c t s  r e j e c t e d  by t h e  C o n so r t iu m  

. cou ld  be g i v e n  t o  p r i v a t e  i n s t i t u t i o n s .  T h ere  were  no l i m i 

t a t i o n s  a t  p r e s e n t  on C on sort iu m  a c t i v i t i e s ,  but Lamont 

c o u l d  "hard ly  im a g in e  any e n t e r p r i s e  i n v o l v i n g  t h e  e x p e n d i 

t u r e  o f  l e s s  t h a n  $ 1 , 0 0 0 , 0 0 0 " a s  b e i n g  n e c e s s a r y  t o  im plem ent  

C o n so r t iu m  a c t i v i t y . .

Morgan^ e x p la n a t io n  of th e  i s s u e  a p paren t ly  r a i s e d  

some q u e s t io n s  regard in g  the i s s u e  and, on February 1, the

^Foreign  R e l a t i o n s , 1920, Vol.  I ,  pp. 5 9 6 - 9 9 .

4 I b l d . 1 9 2 1 ,  V o l .  I ,  p p . 3 5 5 - 5 6 .

^Foreign  R e l a t i o n s , 1921, V o l .  I ,  pp. 356-57.* an(^
S ta t e  Papers R e la t in g  t o  China, 8 9 3 .5 1 /3 0 5 0 -3 3 2 8 ,  R o l l  1 5 6 , 
FVames 651-53 .
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American Group amended the  January 1 7 , r e p ly  by the  f o l l o w 

in g  s tatem ent:

Of co u rse ,  nobody can w r i te  a d e t a i l e d  program 
and ch a r ter  for  th e  Consortium. -We' s h a l l ,  I  
hope, adhere t o  our purpose o f  d ev e lo p in g  t h i n g s  
b a s i c a l l y  in  China in  the  knowledge th a t  p r iv a t e  
e n t e r p r i s e  may enjoy wider opportun ity  and g r e a te r  
s t a b i l i t y .  The p o l i c y  as t o  p a r t i c u l a r  q u e s t io n s  
and co n cr e te  e n t e r p r i s e s  w i l l  have t o  be d e t e r 
mined as  th o s e  q u e s t io n s  p res en t  t h e m s e l v e s . 6

The sta tem ent  s t i l l  did  not r e s o l v e  the  i s s u e  be

cause Lamont had a p paren t ly  s t a t e d  the  p o s i t i o n  without' 

c o n s u l t a t i o n  of  th e  other  members o f  th e  group. On "March 29,  

Crane sent  another in q u ir y  t o  the. Department as  t o  whether  

or not e x i s t i n g  ra i lw a y  loans and p r o j e c t s  came under the  

Consortium, l i s t i n g  such loan  examples as  the  Yellow River  

Bridge and th e  Peking-Mukden double t r a c k  lo a n .  He a l s o  

noted th a t  u n le s s  "such, loans are r e s t r i c t e d  t o  conform t o  

the  s p i r i t  and l e t t e r  ,o f  th e  Consortium they  can be made to  

extend p resen t  c o n t r o l  o f  r a i lw a y s  I n d e f i n i t e l y .

In hopes o f  r e s o l v i n g  the  dilemma, the  B r i t i s h  and 

French Groups on May 14 submitted a p ro p o sa l  d e f i n i n g  the  

scope o f  the  Consortium. They proposed th e  formation o f  a 

c o u n c i l ,  c o n s i s t i n g  o f  a d e le g a te  from each banking group; 

Such a c o u n c i l  would f u n c t io n  as an a d v iso ry  and c o n s u l t i v e  

body and would meet a t  l e a s t  th r e e  t im es  a y e a r .  The coun

c i l  could then d e f in e  the  i n d u s t r i a l  c o n t r a c t s  t o  be i n -
o

eluded in  the  Consortium and th o se  th a t  were p u b l ic  i s s u e .

^Fore ign  R e l a t i o n s , 1921, Vol.  I ,  pp. 35 5 -6 0 .

7l ,b id . pp. 3 '6 l -6 2 .

% b i d . p . 365 .
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After  some.debate the  proposed c o u n c i l  r e c e iv e d  

approval on July 2 7 , 1921 with  the appointment o f  Thomas W. 

Lamont for  the  American Group, S ir  Charles S. Addis,  for  

the  B r i t i s h  Group, Rene T. de la  Chaume fo r  the  French 

Group, and T. Okubo for  th e  Japanese Group as d e l e g a t e s . ?  

This c o u n c i l  would cont inue  t o  fu n c t io n  as  th e  c e n t r a l  part  

of  th e  Consortium for  the  next four y e a r s .

T h e .d isp u te  over th e  scope of. the  Consortium’s 

a c t i v i t i e s ,  c en tered  around whether or not American f irms  

would have equal opportun ity  to  in v e s t  i n  th e  various  

Chinese p r o j e c t s  and not be forced  t o  g iv e  t h e s e  opportu

n i t i e s  t o  the  c o o p e r a t iv e  e f f o r t s  o f  th e  Consortium. Yet 

on December 13, 1921, th e  American Group d e f in e d  i t s  r e a - .  

sons for  j o in i n g  the  Consortium "as a measure t o  serv e  th e  

Chinese peop le  and t o  c o n tr ib u te  t o  more s t a b l e  economic 

and f i n a n c i a l  c o n d i t io n s  i n , t h e  Far Ea s t . Members o f  

the  American Group a p p a r e n t ly - b e l i e v e d  th a t  th e  Chinese  

p eop le  could b est  be served  by th e  Consortium’s co o p e r a t iv e  

a c t i o n .  Woodrow Wilson no longer  held  the  p o s i t i o n  o f  

P res id en t  o f  the United  S t a t e s ,  but the  o f f i c i a l  s tatem ent  

o f  the  American p o s i t i o n  would su r e ly  have p le a se d  him, 

even though i t  o b v io u s ly  d i s t o r t e d  the  r e a l  i n t e n t i o n s  o f  • 

the  American Group.

9 j b i d , p .  3 6 9 .

10I b l d .  pp .  3 7 3 - 7 4 .



A fter  s ig n in g  the  Consortium Agreement, the  groups  

d e a l t  w ith  two pending t e c h n i c a l  I s s u e s .  F i r s t ,  th e  q u e s 

t i o n  need ing  a t t e n t i o n  was th e  i s s u e  o f  e n la r g in g  th e  

membership o f  the  Consortium t o  in c lu d e  Belg ium , 11  and 

I t a l y .  Belg ium ’s membership had been d e ferred  u n t i l  a f t e r  

th e  s i g n in g  o f  the  agreement and, with  th e  approval o f  a l l  

p a r t i c i p a t i n g  groups,  Belgium became a member. While  

a g r e e in g  t o  admit any Chinese Group th a t  wished to. j o i n , i ^  

th ey  denied  membership t o  an I t a l i a n  Group because th e y  were 

not a b le  t o  "render s u b s t a n t i a l  a s s i s t a n c e  t o  th e  Consortium.  

Membership t h e r e f o r e  remained at  f i v e  w ith  Belgium j o i n i n g  

th e  o r i g i n a l  four groups.

Second, th e y  had t o  d e a l  w ith  the  loan o p t io n s  s t i l l  

r e t a i n e d  by th e  old Consortium. A d e c i s i o n  was needed as  

t o  whether or not t h e s e  o p t io n s  should become part  o f  th e  

new Consortium’ s p r o j e c t s .  These o p t io n s  in c lu d ed  th e  

Hukuang Railway loan  o f  1911, i n v o lv in g  th e  B r i t i s h ,  French  

and American Groups; the  R eo rg a n iza t io n  Loan o f  1913, i n 

v o lv in g  B r i t a i n ,  France and Japan; and the  1913 Currency 

Reform and I n d u s t r i a l  Loan, in v o lv in g  th e  B r i t i s h  and 

French. Options assumed by th e  new Consortium were B r i t a i n ’s 

1913 Pukow-Sinyang Railway Loan Agreement, and the  1914 

Nanking-Hunan Railway Loan Agreement. The Japanese a l s o

l^See Chapter IV, f o o tn o te  on p. 62 and p. 8 8 ,

l 2 Foreign  R e l a t i o n s , 1920, Vol.  I ,  pp. 5 8 2 - 8 3 .

E s t a t e  Papers R e la t in g  t o  China, 893*51 /3050-3328 ,  
R o l l  1 5 6 , Frames. 2 0 3 -0 4 .  ‘
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t r a n s f e r r e d  two minor c o n c e s s io n s ,  the  proposed Jehol-Taonan

Railway and th e  Tsinan-Shunteh and Kaomi-Hsuchan Railways

branches o f  the  South Manchurian Railway, t o  the  Consortium.

According t o  Japan, the  Shantung Railways requ ired  a s p e c i a l

arrangement because the  R a i lw ays ,  t r a n s f e r r e d  from Germany

t o  Japan a t  th e  P ar is  Peace Conference,  p resen ted  s p e c i a l
14or t e c h n i c a l  d i f f i c u l t i e s .

In c o n tr a s t  t o  the  other  members, th e  Americans 

made major c o n c e s s io n s .  A l l  c o n c e s s io n s  acqu ired  in depend en t ly  

by Americans during the  Wilson A d m in is tra t io n  were p oo led  in  

th e  Consortium: th e  Siems-Carey c o n c e s s io n s  o f  1916, the  

Grand Canal Improvement co n tra c t  ,of  1917, the  C ont in en ta l  

and Commercial Trust  and Savings  Bank Loan, a n d ,th e  P a c i f i c  

Development Development Loan Agreement o f  1 9 1 9 .1^

In the  case  o f  the  Siems-Carey c o n t r a c t s ,  l i t t l e  

p ro g ress  had been made, and th e  Chinese exp ressed  d i s p le a s u r e  

over t h i s  f a c t  in  October and November 1920. T. C. Sun, 

M in is ter  o f  Communications, warned Ambassador Crane th a t  

f a i l u r e  in  t h i s  e n t e r p r i s e  would " s e r io u s ly  damage American 

p r e s t i g e  in  C h in a ," and complained th a t  "American f i n a n c i e r s  

were ta k in g  a too  p u r e ly  b u s in e s s  p o in t  o f  view in  the  

p re s en t  i n s t a n c e . "  There were a l s o  d i f f i c u l t i e s  w ith  the  

C o n t in en ta l  and Commercial Trust and Savings Bank Loan 

Agreement because o f  the  p o s s i b i l i t y  o f  Chinese d e f a u l t  on

" ^ F o r e i g n  R e l a t i o n s , 1 92 0 ,  V o l .  I ,  p p .  5 7 5 - 8 2 .

•^I b id . pp. 584- 89 . 

l 6 I b id .  pp. 674-79.
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t h i s  f i r m ’s loan .  I f  China d e fa u l t e d  on the  Chicago f i r m ’s 

loan i t  would be v i r t u a l l y  im p o ss ib le  to  f l o a t  Chinese  

Government bonds on th e  American Market. Problems a l s o  

surrounded the  P a c i f i c  Development C orporat ion ’s loan  

agreement. In June 1921, the S ta t e  Department attempted .to 

persuade the American Group t o  lend money t o  China, thereby  

p rev e n t in g  d e f a u l t  o f  th e  P a c i f i c  Development C orporat ion ’s

l o a n . * ^

Once the  Consortium r e s o lv e d  the  i s s u e  o f  o p t io n s ,  

they  focused  t h e i r  a t t e n t i o n  on China’s r a i lw a y  c o n t r a c t s .  

Consortium members r e s o lv e d  in  October 1920 t o  resume as  

soon as p o s s i b l e  ra i lw a y  c o n s t r u c t io n  in  China c i t i n g  as  th e  

f i r s t  p r i o r i t y  c o n s t r u c t io n  o f  Hankow-Canton s e c t i o n  o f  the  

Hukuang R ailw ays .  The Consortium, however, wanted a loan
1 ftagreement th a t  would be more s a t i s f a c t o r y  t o  i t s  members.

No ra i lw a y  loans were t o  be i s s u e d  u n t i l  th e  group could

reach  an agreement w ith  China concern ing  the  problem o f  the

German i s s u e  o f  Hukuang b o n d s . ^  Some o f  th e  bonds ended

up on the  American market, and the  Chinese Government

claimed c o n t r o l  over th e  bonds. Consequently the  Groups
20advanced no money for  Hykuang Railway c o n s t r u c t io n .

^ Foreign  R e l a t i o n s , 1921, Vol.  I ,  pp. 3^6-51* 

^ Foreign  R e l a t i o n s , 1920, Vol.  I ,  pp. 579-89-

19iFor an o u t l i n e  o f  the  ev en ts  surrounding the  Hukuang 
Railway Loan see  pagds 16-18. The four c o u n t r i e s ,  France,  
Great B r i t a i n ,  the  United S t a t e s  and Germany, p a r t i c i p a t i n g  
i n  the  loan so ld  .bonds t o  acqu ire  the n ece ssa ry  c a p i t a l ,  and 
in  th e  ca s e  o f  Germany a number o f  the  bonds were purchased  
by Americans. A fter  th e  d e fe a t  o f  Germany, China claimed  
c o n t r o l . o v e r  a l l  German bondsissued  t o  f in a n c e  th e  Hukuang
Railway.

20 •
F o r e i g n  R e l a t i o n s , 1 9 2 0 ,  V o l .  I ,  p p .  6 7 O-7 1 .
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In the  case  o f  th e  Chinese Eastern  Railway,, in  

October 1920, th e  Consortium Groups passed  a r e s o l u t i o n ,  

in  an assembly o f  the  whole,  which s t a t e d  the  Groups would' 

co n s id er  a loan a p p l i c a t i o n  for  $ 1 0 ,0 0 0 ,0 0 0  w ith  s a t i s 

f a c t o r y  s e c u r i t y .  The r e s o l u t i o n  requ ired  payment o f  the  

d eb ts  due th e  A l l i e d  and A s s o c ia te d  Powers, no m i l i t a r y  

i n t e r f e r e n c e ,  and the  appointment o f  r e p r e s e n t a t i v e s  o f  

th e  Consortium t o  a l l  a d m in i s t r a t iv e  b o d ie s .  The Japanese  

r e s e r v e d  approval because th e y  con s id ered  the  "matter as  

t e c h n i c a l l y  ly in g "  o u t s id e  the  Consortium.21 Japanfs r e 

s e r v a t io n  blocked e f f o r t  t o  loan money for  th e  development  

of  th e  Chinese Eastern  Railway. Consortium e f f o r t s  t o  

prevent  Japan from g a in in g  c o n t r o l  o f  the  Chinese Eastern  

Railway co in c id e d  w ith  American f o r e i g n  p o l i c y  u n t i l  th e

January 1920 p ro p o sa l  t o  withdraw American tro o p s  from
22S i b e r i a .

21 i b i a . pp .  5 7 5 -8 9 .

^Following the  B o lsh ev ik  coup l a t e  in  1917 th e  
A l l i e s  anx ious  t o  r a l l y  th e  R uss ians  a g a in s t  Germany, t o  • 
prevent  R ussian  munitions from re a ch in g  Germany, and to  
r e scu e  C zechoslovakian  tro o p s  s tranded in  R u s s ia ,  s e n t  two 
a l l i e d  m i l i t a r y  e x p e d i t io n s  i n t o  e a s t e r n  S i b e r i a .  S im ul
t a n e o u s l y ,  an I n t e r - A l l i e d  Railway Commission, headed by an 
American en g in eer  John F. S te v e n s ,  was a s s ig n e d  t o  study  
th e  ra i lw a y  s i t u a t i o n  in  S ib e r ia  and Manchuria. S teven s  
and the  commission would have p r e fer re d  th a t  consortium  
funds be used for  development o f  the  Chinese Eastern  t o  
prevent  Japanese c o n t r o l  o f  another Manchurian Railway.
For an exam ination  o f  both the  A l l i e d  E x p ed it io n  and the  
I n t e r - A l l i e d  Railway Commission se e  B etty  M i l le r  U nterberger ,  
America1s S ib e r ia n  E x p e d it io n ,  1918-1920: A Study o f
National'  P o l i c y , (Durham, N. C.: Duke U n i v e r s i ty  R ress ,
1956) .
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The withdrawal o f  American tro o p s  forced  the  S ta t e  

Department t o  r e c o n s id e r  i t s  o p p o s i t io n  t o  Japan*s attempt  

t o  g a in  c o n t r o l  o f  the  Chinese Eastern  Railway, and J. P. 

Morgan, speaking  fo r  the  American Group, d e c l in e d  t o  p a r t i 

c i p a t e  i n  a loan  t o  the  Chinese Eastern  Railway without  

b e t t e r  s e c u r i t y .  S ecr e ta r y  o f  S ta t e  Charles Evans Hughes, 

however, did not support Morgan's p o s i t i o n . 23

I t  i s  i n t e r e s t i n g  t o  n o te ,  in  the  case o f  the  

Chinese Eastern  Railway, t h a t  the  American bankers* p o s i 

t i o n  d id  not support th e  open door p o l i c y ,  even though the  

S ta t e  Department s t i l l  maintained v o ca l  support o f  the  

p o l i c y .  On June 17, 1921, Lamont wrote Charles Evans 

Hughes:

The members o f  the  American Group, have I  be
l i e v e ,  w ithout  e x c e p t io n  en tered  i n t o  the  
Consortium because th e y  d e s ir e d  t o  be o f  
s e r v i c e  in  a s s i s t i n g  a s i t u a t i o n  in  China 
d i f f i c u l t  eco n o m ica l ly  and p o l i t i c a l l y .
They are endeavoring t o  carry out in  good 
f a i t h  the  p r i n c i p l e s  th a t  the  Department has 
l a i d  down, and s h a l l  always welcome frank d i s 
c u s s io n  over any q u e s t io n  th a t  a r i s e s .2 4 -

While th e  many d e t a i l s  o f  the  Consortium were being

d i s c u s s e d ,  a change in  the  A d m in is tra t io n  o f  th e  United

^ A c c o r d in g  t o  d i f f e r e n t  h i s t o r i c a l  a n a ly s e s  th e r e  
i s  more than one v iewpoint  o f  why P res id en t  Wilson d isp a tc h e d  
American tro o p s  t o  S i b e r i a .  Betty  M i l le r  Unterberger ,  in  
America * s S ib e r ia n  E x p e d it io n ,  1918-1920 , pp. 87-88  and 
2 0 4 -2 2 ,  b es t  e x p r e s s e s  the viewpoint" "that Wilson inaugurated  
th e  S ib e r ia n  E x p ed it io n  t o  prevent  the  Japanese from mono
p o l i z i n g  East A s ia ,  and when the  tro o p s  were withdrawn i t  
s ig n a le d  a change in  United S ta te s*  p o l i c y  concern ing  the  
Chinese Eastern  Railway. See a l s o  A. Whitney Griswold, The 
Far Eastern  P o l i c y  o f  the  United  S t a t e s , (New York: Harcourt  
Brace and Co., 1933) ,  P- 2 3 4 .

^ S ta t e  Papers R e la t in g  t o  China, 893-51/3329-35^-8,  
R o l l  157, Frames 270-73-



S t a t e s  took p l a c e .  The American Group, concerned about 

P res id en t  Warren Harding's  p o s i t i o n ,  wrote th e  S ta te  

Department on March 10, 1 9 2 1 .2 5 Less than two weeks l a t e r ,  

on March 22,  the  S ta t e  Department aga in  endorsed th e  opera

t i o n s  o f  the  Consortium as o u t l in e d  by the  American Group, 

and expressed  hope th a t  the  Consortium would

be e f f e c t i v e  in  a s s i s t i n g  the  Chinese p eop le  in  
t h e i r  e f f o r t s  towards a g r e a te r  u n i ty  and 
s t a b i l i t y ,  and in  a f fo r d in g  t o  i n d u s t r i a l  e n t e r 
p r i s e s  o f  a l l  n a t i o n a l i t i e s  e q u a l i t y  o f  commer
c i a l  and i n d u s t r i a l  opportunity  and a wider f i e l d  
o f  a c t i v i t y  in  th e  economic development o f  C h i n a . 26

Apparently th e  Harding A dm in is tra t ion  d e s ir e d  t o  cont inue

t o  be an instrument o f  th e  open door p o l i c y  and t o  u t i l i z e

th e  Consortium in  the  achievement o f  such an end.

At the  Conference on the  L im ita t io n  o f  Armaments

he ld  in  Washington, D, C. from December 1921, through

February 1922, the  d e l e g a t e s  considered  the  v a l i d i t y  o f

th e  I n t e r n a t i o n a l  Consortium In terms o f  th e  open door

p o l i c y .  W el l in g ton  Koo, a Chinese d e l e g a t e ,  i n s i s t e d  the

Chinese d e l e g a t i o n  could not r e c o g n iz e  the  assurance  g iv en

by the  American, B r i t i s h ,  and French Governments th a t  the

" v i t a l  i n t e r e s t s  o f  Japan i n  Manchuria s h a l l  be sa feguarded .

S ir  Auckland Geddes, a B r i t i s h  d e l e g a t e ,  sa id  th a t  the  open

door p o l i c y  in  no- way i n t e r f e r e d  with  the  o p era t io n  o f  the

Consortium, "which In i t s  p r o v i s i o n s  for  c o o p e r a t iv e  e f f o r t

25Fore ign  R e l a t i o n s , 1921, Vol.  I ,  pp. 358-60 .  

26j b i d . ,  p .  361.



would not In any way i n f r i n g e  the  p r i n c i p l e s  adopted by

the  c o n f e r e n c e .

On February 22 ,  1922, Baron Shidehara,  a Japanese

d e l e g a t e ,  a ssured  the  Conference:

Japan i s  ready t o  throw open t o  the  j o i n t  a c t i 
v i t y  o f  the  I n t e r n a t i o n a l  F in a n c ia l  Consortium 
r e c e n t l y  organ ized ,  th e  r i g h t  o f  op t io n  granted  
e x c l u s i v e l y  in  favor o f  Japanese c a p i t a l ,  w ith  
regard ,  f i r s t ,  t o  loans for  th e  c o n s t r u c t io n  o f  
r a i lw a y s  in  South Manchuria and Eastern  Inner  
Mongolia, and, second, t o  loans t o  be secured on 
t a x e s  i n  th a t  r e g io n .

Q u est io n in g  Sh idehara’s s ta te m e n t ,  Hughes noted th a t  he hoped 

th e  Japanese Government's d e c l a r a t io n  in d i c a t e d  a w i l l i n g 

n ess  t o  r e l i n q u i s h  i t s  c la im s t o  s p e c i a l  p r i v i l e g e s  secured
pQ

i n  th e  1915 t r e a t i e s  between China and Japan. 0

Although the  Conference adopted a r e s o l u t i o n  r e 

a f f i r m in g  th e  open door p o l i c y  in  China, in c lu d in g  

Manchuria., Japan's s p e c i f i c  p o s i t i o n  in  Manchuria and 

Manchuria's  r e l a t i o n s h i p  t o  the  Consortium were not any 

more c l e a r l y  d e f in e d  than th e  scope o f  the  Consortium's  

a c t i v i t i e s .

In China, news o f  the  formation o f  a new Consortium  

met w ith  n e g a t iv e  r e a c t i o n .  In g e n e r a l ,  Chinese o f f i c i a l s  

b e l i e v e d  th e  Consortium intended  t o  a c c e l e r a t e  th e  p r o 

g r e s s  o f  f o r e i g n  c o n t r o l ,  e s p e c i a l l y  Japanese,  over Chinese  

f i n a n c e s .  Chinese newspaper e d i t o r i a l s  and a r t i c l e s  t h e r e 

f o r e  a t ta c k e d  th e  consortium as a t o o l  o f  Japanese a g g r e s s io n .

^ Conference on th e  L im ita t io n  o f  Armaments, 6 7 th  
Congress ,  2nd S e s s i o n ,  Senate Document' No. 12b, Vol.  10 
(Washington, D. C., 1922 .)

28I b id .
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According t o  Freder ick  W. S te v e n s ,  the American Group's 

r e p r e s e n t a t i v e  in  Peking, Chinese P r e s s o p i n i o n  e x p r e s s 

ing  anti--Consortium s ta tem en ts  should be taken "with a 

g ra in  of. s a l t ,  " u n t i l  more i s  known in  China about the  

aims and methods o f  the  C o n s o r t i u m . ^9

Because the  Chinese p res s  and p u b l ic  op in ion  

seem ingly  opposed th e  new Consortium, the  f i n a n c i a l l y  

d e s t i t u t e  Peking Government sought funds from the  old  

Consortium, but soon learned th a t  th e  -1911 Agreement no 

longer  e x i s t e d  a f t e r  the  s ig n in g  o f  th e  new Consortium.

Chinese o f f i c i a l s ,  however, h e s i t a t e d  t o  d e a l  w ith  the  new 

Consortium due t o  the  " s tr in g e n t  terms" ou t l in ed '  by th e  

p a r t i c i p a t i n g  bankers. When informed th a t  the  Chinese  

regarded the  terms of  th e  new Consortium as " s tr in g e n t ,  11 

the  American Group cabled  Ambassador Crane in  China, the  

Consortium's th r e e  p r i n c i p l e s  of  a c t io n :

( l )  i t s  f i r s t  o b je c t  s h a l l  be the  b e n e f i t  
o f  the  Chinese p e o p le ,  (2) loans s h a l l  be 
made for  c o n s t r u c t iv e  purposes and the  
o b j e c t s  o f  same s h a l l  be c a r e f u l l y  s p e c i f i e d ,
(3)  some rea so n a b le  safeguard s h a l l  be adopted  
t o  prov ide  th a t  th e  proceeds o f  loan funds are  
expended for  the  purposes i n t e n d e d .30

Funds from Europe remained im p o s s ib le  t o  a c q u ir e ,  and the ,

American bankers made i t  c l e a r  th a t  they  could not or would

not loan funds w ithout assu ran ces  o f  some r e tu r n .  Apparently

2^Memo o f  Freder ick  W. S tevens  t o  the  S ta t e  Department,  
January 21, 1921. China C o l l e c t i o n . TS China S844,.Hoover  
I n s t i t u t e '  on War, Peace & R e v o lu t io n ,

3 QF o r e i g n  R e l a t i o n s ,  1 9 2 0 ,  V o l .  I ,  p .  6 6 5 .
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American bankers were less-  i n t e r e s t e d  in  p r e s e r v in g  the  

open door and h a l t i n g  a g g r e s s io n  i f  i t  meant th e  s a c r i f i c e  

o f  t h e i r  in ves tm en t ,  or perhaps the  bankers b e l i e v e d  

Japanese a g g r e s s io n  was eminent with  or w ithout lo a n s .

In order t o  provide proper c o n d i t io n s  fo r  in v es tm en t ,  

g u i d e l i n e s  and methods o f  conv inc ing  China o f  the  p o s i t i v e  

a t t i t u d e  o f  the  Consortium were needed. On May 15, 1922,  

a f u l l  meeting o f  th e  Council  o f  the  Consortium convened 

in  London and a g e n e r a l  p o l i c y  emerged which proposed t o  

s e t  "guiding p r i n c i p l e s  o f  the  Consortium, and t o  meet some 

o f  the  unfounded r e p o r t s  r e c e n t l y  current  i n  China." This  

p o l i c y  s t a t e d  the  Consortium e x i s t e d  as a " s u b s t i t u t i o n  o f  

i n t e r n a t i o n a l  coo p era t io n  for  i n t e r n a t i o n a l  co m p et i t io n  in  

economic and f i n a n c i a l  a f f a i r s  in  China," and as r e c o g n i 

t i o n  th a t  i t s  p o s i t i o n  had "now been d e f i n i t e l y  a f f irm ed

and endorsed in  a la r g e r  sense  by China and the  Powers in
31th e  Treaty  s igned  at  Washington on February 6, 1922."

The p o l i c y  sta tem ent  emphasized th a t  the  Consortium 

would not be permanent, but i t  would con t inu e  t o  remain the  

c h i e f  b a rr ier  t o  spheres  o f  i n f l u e n c e .  As a la rg e  under

developed f i e l d  for  commercial expansion ,  the  Governments 

in v o lv ed  In the  Consortium b e l ie v e d  r e s t r a i n t  through coopera

t i o n  a n ece ssa r y  t o o l  t o  p r o t e c t  the v e s te d  i n t e r e s t s  o f  

t h e i r  n a t i o n a l s .  The Council  agreed i t  was "more in  the  

i n t e r e s t s  of  China for  th e  powers t o  d e a l  w ith  her / C h i n a /

^ F o r e i g n  R e l a t i o n s ,  1 9 2 2 ,  V o l .  I .  p p .  7 7 3 - 7 5 .
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as a whole ra th er  than s e p a r a t e l y ,  in  co o p era t io n  ra th er
32t.han co m p et i t io n  with  one an other ,  ”

There was Council  agreement not t o  i n t e r f e r e  in-  

the  i n t e r n a l  a f f a i r s  o f  China. Although p o l i t i c a l  c o n d i t io n s  

i n  China p r o h ib i t e d  a d m in i s t r a t iv e  lo a n s ,  a d m in i s t r a t iv e  

loans  could be made i f  China should e s t a b l i s h  a s t a b l e  

government. The Consortium could a l s o  make r a i l r o a d  and 

i n d u s t r i a l  loans w ith  a d e q u a t e 's e c u r i t y ,  but adopted a 

p o l i c y  statement r e j e c t i n g  China's o s t e n s i b l e  assumption  

th a t  th e  Consortium intended  t o  c o n t r o l  her f in a n c e s  and 

r a i l w a y s .  A program o f  u n i f y in g  China's ra i lw a y s  was en

dorsed by the  group, and they  denied th a t  th e  Consortium  

in tended  t o  secure  a loan on the  Chinese Land T a x . 33

In sum, the  Council  s t a t e d  i t s  p o l i c y  t o  be 
one t o  a s s i s t  in  b u i ld in g  up the  g e n er a l  
c r e d i t  o f  China on such secure  foun dat ion s  
th a t  a l l  o u ts id e  - i n t e r v e n t i o n  may be g e n e r a l ly  
e l im in a te d  and the  e n t i r e  c o n t r o l  o f  loan s e r 
v ic e  and expend iture  may f i n a l l y  pass  i n t o  
t h e  hands o f  China h e r s e l f . 31

With a l l  the  d e n ia l s  i s s u e d  concern ing  the  i n t e n t i o n s  o f  the  

Consortium regard in g  c o n t r o l  over China, t h i s  p o l i c y  s t a t e 

ment admitted  th a t  e x t e r n a l  c o n t r o l  over China's economic 

and f i n a n c i a l  l i f e  would be p resen t  for  an i n d e f i n i t e  

p e r io d .  P aradox ica l  as i t  seems, i t  i s  ev id en t  the  concern

3 2 I b id ,  p .  775.

33 i b i d . pp. 776-77* The. October .1920 Agreement 
r e f e r r e d  t o  a new source o f  s e c u r i t y  for  lo a n s ,  th e  land t a x .
In June 1921 S ec r e ta ry  o f  S ta t e  Hughes asked th a t  th e  American 
Group d i s a s s o c i a t e  th e m se lv es  from the  c o n s id e r a t i o n  t o  use  
the  land ta x  as s e c u r i t y  because i t  had an " int im ate  r e l a t i o n 
s h i p ” w ith  the  domestic  a f f a i r s  o f  China. The American bank
e r s  agreed to  r e f e r  the  i s s u e  t o  the  Consortium Council  for  
a f i n a l .d e c i s i o n . Fore ign  R e l a t i o n s ,  1921, Vol.  I .  pp.* 3 6 8 - 6 9 .

3 4 l b l d . p p .  7 7 8 - 7 9 .



fo r  the  open door of  f o r e ig n  investm ent outweighed con

s i d e r a t i o n  for  Chinafs a d m in i s t r a t iv e  i n t e g r i t y .

China's  p o l i t i c a l  s i t u a t i o n  prevented  Consortium  

n e g o t ia t e d  lo a n s ,  and in  August 1922 /  the American Group 

b e l i e v e d  i t  n ece ssa r y  t o  d r a f t  a d e t a i l e d  China loan p o l i c y  

for  use by th e  S ta t e  Department when r e p l y in g  t o  Chinese 

i n q u i r i e s  concerning American lo a n s .  In th e  d r a f t  the  

bankers r e i t e r a t e d  t h e i r  p o s i t i o n  th a t  the  past  record  o f  

Chinese loans  made i t  im p o ss ib le  t o  o f f e r  bonds t o  th e  

American in v e s t o r ;  f u r t h e r ,  due t o  u n s ta b le  p o l i t i c a l  

c o n d i t io n s  in  China, i t  appeared the  p resen t  a d m in is t r a t io n  

would f a i l .

The. upshot of  a l l  t h i s  i s  th a t  i f  and when th e r e  
i s  a Chinese Government th a t  I s  a b le  t o  d i s c u s s  
. . . some t a n g i b l e  c o n s o l i d a t i o n  p lan  which 
ta k e s  care o f  Chinese Government o b l i g a t i o n s ,  
due and overdue, and which p ro v id es  for a 
re a so n a b le  scheme of  sound f in a n ce  for  th e  
fu t u r e ,  then  and only then  we f e e l  th a t  the  
American Group i s  in  a p o s i t i o n  t o  render a 
very la r g e  s e r v i c e  t o  the  s i t u a t i o n .  As we 
see  i t ,  however, i t  I s  worse than u s e l e s s  t o  
g iv e  any Chinese Government the  im press ion  
th a t  we can i n t e r e s t  o u r s e lv e s  a c t i v e l y  in  
half-w ay  measures th a t  r e a l l y  f a l l  t o  meet
th e  s i t u a t i o n . 35

The Japanese Government concurred with  the  American 

p o s i t i o n ;  however, the  B r i t i s h  concluded the  Consortium must 

a c t  immediately  i f  the  Chinese were t o  be convinced o f  i t s  

" b e n e f ic ie n t  i n t e n t i o n s . " / B r i t a in  contended th a t  in  s p i t e  

of  the lack  o f  u n i f i c a t i o n ,  the  presen t  Chinese Government 1 

appeared t o  be " w e l l - in t e n t io n e d  and d ese rv in g  o f  a s s i s t a n c e ,

3 5 i b l d .  p p .  7 8 3 - 8 5 .
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and i f  th e  Consortium remained i n a c t i v e  the  "policy  o f  

co o p era t io n  for  which i t  stands-, w i l l  in  the  end, be
. j rr36wrecked.

A fter  c o n s id e r a t i o n ,  S ecre ta ry  o f  S t a t e  Hughes 

decided  t o  accep t  B r i t a i n ' s  s u g g e s t io n  and make an imme

d i a t e  loan .  He t h e r e f o r e  n o t i f i e d  the  Japanese Government 

th a t  the  American Government would support th e  American 

Group i f  i t  in tended  t o  p a r t i c i p a t e  in  a lo a n .  Hughes 

reasoned  th a t  a l l  n e g o t i a t i o n s  had been w ith  Peking, the  

government the  powers held  r e s p o n s i b l e  for  agreements made, 

and t o  i n s i s t  th a t  t h i s  government uphold th e s e  r e s p o n s i 

b i l i t i e s  w h i le  denying i t  the  means i t  con s id ered  e s s e n t i a l  

t o  ad m in is ter  the  loans they  deemed n ecessa ry  t o  f u l f i l l  

China's p o l i t i c a l  and f i n a n c i a l  o b l i g a t i o n s  would be wrong.37

Japan r e p l i e d  t o  Hughes.* memorandum and acknowledged  

th a t  Hughes was co r r e c t  in  s a y in g ' t h e  Peking Government was 

the  s o l e  governmental agency in  China, but they  could  not  

agree  w ith  Hughes' s u g g e s t io n  th a t  an immediate loan be made 

t o  C h i n a . 3$ Japan i n s i s t e d  th a t  f i n a n c i a l  a s s i s t a n c e  should  

be g iv e n  t o  th e  Peking Government i f  i t  insured the  p r o t e c 

t i o n  o f  the  g e n er a l  w e l fa re  o f  the  Chinese p e o p le .  Neither  

did Japan share B r i t a i n ' s  f e e l i n g  o f  u rgency  and expressed  

the  op in ion  t h a t  any loan would i n f l u e n c e  the  p o l i t i c a l .

3^i b i d . pp. 793-9^*

37i b i d . pp. 794-96 .

3 8i b i d .
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s i t u a t i o n  i n  China su c h  t h a t  i t  would be e q u i v a l e n t  t o  

s u p p l y i n g  a r m s . J a p a n ' s  a v e r s i o n  t o  t h e  p r o p o s e d  l o a n  t o  

China may have  been  b ased  upon t h e  f a c t  t h e  l o a n  made no 

p r o v i s i o n s  f o r  r e f u n d i n g  o f  t h e  N i s h i h a r a  l o a n s . 39

In  s p i t e  o f  what i t  c a l l e d  t h e  " a m b ig u i ty "  o f  t h e  

J a p a n e s e  p o s i t i o n ,  t h e  S t a t e  Departm ent c o n t i n u e d  t o  p u r s u e  

t h e  m a t te r  o f  a l o a n  t o  China .  E v e n t u a l l y  t h e  J a p a n e s e  

Government c o n s e n t e d  t o  a c o n f e r e n c e  o f  C o n sor t iu m  members 

f o r  t h e  p u r p o s e  o f  d i s c u s s i n g  a l o a n  t o  c o n s o l i d a t e  C h in ese  

d e b t s ,  but would n o t  e n d o r s e  d i r e c t  n e g o t i a t i o n s  w i t h  t h e  

C h in e s e  Government.  As a lw a y s  t h e  S t a t e  Departm ent  r e 

mained w i l l i n g  t o  n e g o t i a t e  w i t h  t h e  C o n so r t iu m  members o f  

o t h e r  n a t i o n s  and t o  s u p p o r t  t h e  American Group i f  t h e  

Group c h o s e  t o  make a l o a n .  The Departm ent  would n o t ,  how

e ver ,  s u p p o r t  u n s e c u r e d  l o a n s ,  such  a s  t h e  N i s h i h a r a  L oans ,
40b e c a u s e  o f  t h e i r  r e l a t i o n s h i p  t o  p o l i t i c a l  q u e s t i o n s .

I f  t h e  D epartm ent  c a l l e d  a S p e c i a l  C o n f e r e n c e ,  t h e  

Am erican  Group e x p r e s s e d  a w i l l i n g n e s s  t o  t a k e  p a r t  i n  i t ,  

but i n d i c a t e d  i t  t h o u g h t  p o l i t i c a l  c o n d i t i o n s  t o o  c h a o t i c  

t o  w a r ra n t  a m onetary  a d v a n c e .  The American Group warned  

t h e  Departm ent  t h a t  i n  o r d e r  t o  p r o t e c t  t h e  i n v e s t o r  a 

s a l a b l e  C h in e s e  bond would  h ave  t o  be "so w e l l  s e c u r e d  a s  

t o  be s a l a b l e  by or f o r  t h e  f o r e i g n  c r e d i t o r s  w i t h o u t  much, 

i f  a n y ,  l o s s .

•̂ F o r e i g n  R e l a t i o n s ,  1923* V o l .  I ,  pp .  5 2 6 - 2 7 .

^ ° I b i d . pp .  5 2 7 - 3 7 .  

i |1 I b i d . pp .  5 3 8 - 3 9 .
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' On A p r i l  27* 1923* in  Peking, without o f f i c i a l  

Consortium or Council  approval ,  Consortium Group Represen

t a t i v e s  met with  the  Chinese M in is ter  o f  Finance and 

agreed t o  a Consortium loan as soon as the  Chinese  

Government would be w i l l i n g  t o  r e c o g n iz e  and d ea l  w ith  a 

c o o p e r a t iv e  loan .  Group r e p r e s e n t a t i v e s  at  the  meeting  

co n s id ered  a loan n ece ssa r y  t o  a l low  the  c e n t r a l  government 

o f  Peking t o  cont inue  f u n c t io n in g ,  and i f  re a so n a b le  a s s u r 

ances o f  c o n t r o l  could be made, th ey  agreed a monetary 

advance should be i s s u e d .  Japan's  Charge d ' A f f a i r e s  in  

Peking agreed th a t  the  c e n t r a l  Chinese Government should  

be h e lp ed ,  but sa id  he would have t o  seek a d v ice  from h i s
lipgovernment on th e  matter o f  a cash advance.

Before the  S ta t e  Department could respond t o  the'  

sequence o f  e v e n t s . i n  Peking, the B r i t i s h  and American 

Groups o b jec ted  t o  monetary advances o r i g i n a t i n g  in  Peking.  

They based t h e i r  o b j e c t io n s  f i r s t ,  on th e  f a c t  the  

Consortium Council  Bad agreed not t o  make a d m in i s t r a t iv e  

advances ,  and second, on the  lack  o f  s t a b i l i t y  o f  th e  Chinese  

C entra l  G o v e r n m e n t A g a i n  loans were blocked by bankers  

i n t e r e s t e d  In t h e i r  economic investment ra th er  than p o l i 

t i c a l  c o n s id e r a t i o n s .

A s p e c i a l  con ference  d e s ir e d  by the  S ta t e  Department 

took  p la c e  when the  Consortium Council convened in  P ar is  on 

May 28, 1923. Although the  Council r e i t e r a t e d  many o f  the

4 2 I b id , pp. 539-^0.

4 3 ib ld .  pp. 441-43 .
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r e s o l u t i o n s  adopted in  May,, 1 9 2 2 , they announced a r e s o l u 

t i o n  c o n s id e r in g  a Chinese " c o n s o l id a t io n  o f  in debted n ess"  

loan ,  and proposed th a t  no monetary advances be g iven  in  

the  immediate f u t u r e .  The Council  concluded:

I t  i s  the  s e t t l e d  p o l i c y  o f  the  Consortium t o  
r e f r a i n  from I n te r f e r e n c e  In the  i n t e r n a l  p o l i 
t i c a l  a f f a i r s  of  China. The p res e n t  p o l i t i c a l  
upheaval in  th a t  country prec luded  the  immediate  
hope o f  g iv in g  p r a c t i c a l  e f f e c t  t o  any Consortium 
p r o p o sa ls  for  an a d m in i s t r a t iv e  loan .  C ond it ion s ,  
however, change so r a p id ly  th a t  the  Groups must 
always stand prepared fo r  a c t i o n  in  a n t i c i p a t i o n  
of  th e  t ime when China s h a l l  have aga in  a t t a in e d  
t o  such degree o f  p o l i t i c a l  peace and s e c u r i t y  
as t o  a f fo r d  a -rea s o n a b le  p rosp ec t  o f  a s t a b l e
government.44

^Finally in  th e  May, 1923 Conference th e  Council  

s e t t l e d  once and for  a l l  the  debate as t o  whether or not  

th e r e  would be cash advances or a d m in i s t r a t iv e  lo a n s .  There 

would be none because the Chinese Central  Government could  

not prov ide  s u f f i c i e n t  p o l i t i c a l  s t a b i l i t y  n e ce ssa r y  t o  

secure  any Investm ent.  Of course the  S ta t e  Department 

would have p r e fer re d  loans w ithout a ssu ran ces  o f  a s t a b l e  

government t o  p r o t e c t  in v es tm en t ,  but the  bankers would not  

in v e s t  u n le s s  they  were assured  a r e tu r n  on t h e i r  i n v e s t 

ment. Cooperative f in a n ce  in  China d id  not operate  as  

planned ,  and Japan continued t o  move tro o p s  i n t o  Manchuria 

u n t i l ,  by 1 9 3 2 , she com p le te ly  c o n t r o l l e d  th a t  area o f  

China.

F o r tu n a te ly  or u n f o r t u n a t e ly ,  accord in g  t o  o n e 's  

p o in t  o f  v iew, the  Peking Government did  not e n t i r e l y  d i s 

i n t e g r a t e ,  and the  Consortium d id  not disband u n t i l  1939-

4 4 I b l d .  ' p p .  4 4 3 - 4 7 .
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No loans,  however, were n e g o t ia t e d .  From 1923 t o  1939, the  

Consortium continued t o  e x i s t ,  but American bankers demon

s t r a t e d  l i t t l e  or n o . i n t e r e s t  in  Chinese loans and l i t t l e  

i n t e r e s t  in  c o n t in u in g  the  Consortium arrangement.

The S ta t e  Department, however, d i f f e r e d  w ith  the  

American bankers in  regard t o  the  Consortium and continued  

t o  pursue i t s  e x i s t e n c e .  On June 26, 1924, Hughes wrote  

th e  American Group he approved the

continued a p p l i c a t i o n  t o  the  f i e l d  o f  Chinese  
f in a n ce  o f  the  P r i n c i p l e s  which th a t  Agreement 
embodies., namely, th a t  loans made t o  China should  
be based upon sound in v e s tm e n ts ,  and t h a t  t h i s  
r e s u l t  be assured  by a mutual undertaking among 
the  p r i n c i p a l  n a t io n a l  f i n a n c i a l  groups t o  ab
s t a i n  from r e c k l e s s  c o m p et i t io n .  While i t  i s  
no doubt t r u e  th a t  th e  r e s u l t s  o f  th e  p a s t  few 
y ears  have been p ure ly  n e g a t iv e ,  and th a t  i t  i s  
o f  course im p o s s ib le  t o  ap p ra ise  th e  value  o f  
such r e s u l t s ,  I  n e v e r t h e l e s s  venture the  op in ion  
t h a t ,  but for  the  e x i s t e n c e  o f  th e  Consortium  
during t h i s  p e r io d ,  the  f i n a n c i a l  s i t u a t i o n  o f  
the  Chinese Government would p resen t  an even  
more d i f f i c u l t  problem than i t  now d o e s . 45

D esp ite  the  n e g a t iv e  a t t i t u d e  o f  the  bankers and the  

u n s ta b le  p o l i t i c a l  c o n d i t io n s  in  China, the  Consortium 

Council  continued t o  meet; another Council  Meeting was. held  

i n  London on July 15, 1924. With the  Consortium Agreement 

due t o  lap se  i n  October, 1925, the  Council  decided  t o  

abrogate  the  e x p ir a t io n  date  o f  the  agreement. The Council  

a l s o  agreed i f  any group wanted t o  withdraw from the  a g r e e 

ment they  could  do so by g iv in g  tw e lv e  monthsf n o t i c e .  

Minutes o f  the meeting i n d i c a t e  some optimism that,  the  

Chinese Government would e v e n t u a l ly  i n v i t e  the  Consortium

^ F o r e i g n  R e l a t i o n s ,  1924 ,  V o l .  I ,  p p .  5 4 8 - 5 0 .



t o  p a r t i c i p a t e  in  both a debt c o n s o l i d a t i o n  scheme and a 

ra i lw a y  development p la n .  A r e s o l u t i o n  was: passed  by the

Council  which attempted t o  get  a Chinese banking group
46t o  j o in  the  Consortium.

In October 1925* the  Consortium Council aga in  o u t 

l in e d  i t s  p o s i t i o n  concerning  China’s f in a n c e s ;  i t  fu r th er  

agreed t o  meet in  s p e c i a l  conference  in  Peking on October 26,  

1 9 2 5 , t o  d i s c u s s  China’s p o l i t i c a l  s i t u a t i o n . .  Even though  

China’s p o l i t i c a l  c o n d i t io n  remained o s t e n s i b l y  o u t s id e  the  

Consortium, Council  r e p r e s e n t a t i v e s  agreed the  p o l i t i c a l  

Condit ion  could not be separated  from China’s f i n a n c i a l  

problems. Under t h e s e  c ircum stances  th e  Council agreed t o  

p a r t i c i p a t e  in  the  Peking Conference being he ld  p r im a r i ly  

t o  con s id er  the  r e v i s i o n  o f  th e  B r i t i s h ,  Japanese,  and 

American Commercial, t r e a t i e s  o f  1 9 0 2 - 0 3 - ^

The Consortium Council fu r th er  s t a t e d  th a t  "no scheme 

o f  f i n a n c i a l  reform can be con s id ered  adequate which does  

not in c lu d e  p r o v i s i o n  for  the  s e t t l e m e n t  o f  China’s in d e b ted -  

n ess  as a whole.  To so lve ,  t h i s  problem i t  appointed  a

committee t o  study the  e n t i r e  debt s i t u a t i o n  in  China.

A ct ion s  o f  the  Consortium in d i c a t e d  th a t  th e  r e lu c t a n c e  t o

46j?oreign Rel a t i o n s ,  1 92 4 ,  V ol.  I ,  pp. 5 4 4 - 5 0 .  A l l
during n e g o t i a t i o n s ,  1916-20 ,  the  Four powers attempted t o
get  a Chinese Group t o  accep t  membership, but no Chinese  
bankers were w i l l i n g  t o  j o i n .  This  r e s o l u t i o n  was another  
attempt t o  make, the  Consortium more a g re e a b le  t o  the  Chinese;  
th e r e  never would be a Chinese banking group w i l l i n g  t o  
become a member.

^ F o r e i g n  R e l a t i o n s , 1925* V o l .  X, p p .  8 6 6 - 6 7  a n d  8 8 3 .

^ 8 I b l d .  p .  8 8 4 .
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grant loans was due p r im a r i ly  t o  China's  i n a b i l i t y  t o  secure  

them, and as a r e s u l t  no loans  were forthcoming from the  

Consortium.

For the  next t en  y e a r s ,  the  Consortium continued  t o  

e x i s t ,  but in  limbo. The Chinese Government did not apply  

t o  the  Consortium for  lo a n s ,  and the Consortium members, 

due t o  the  continued i n s t a b i l i t y  o f  the  Chinese Centra l  

Government, made no attempt t o  loan  China money.

S ta n ley  Hornbeck, Chief  o f  the  D iv i s i o n  for  Far 

Eastern  A f f a i r s ,  r e v iv e d  the  i s s u e  o f  the  Consortium in  193^» 

As Hornbeck viewed the  p o l i t i c a l  . s i t u a t io n  in  China, he con

cluded th a t  th e re  could be no peace u n t i l  China's  economic 

s i t u a t i o n  improved. Although the  League o f  Nations had 

i n i t i a t e d  a program p ro v id in g  China-with t e c h n i c a l  a s s i s t 

a nce ,  China aga in  sought f i n a n c i a l  a s s i s t a n c e  from sources  

t h a t  excluded Japan. Hornbeck b e l ie v e d  th e  answer t o  China's  

economic dilemma would be the  adoption  of  an " a t t i tu d e  fa v o r 

a b le  in  p r i n c i p l e  toward i n t e r n a t i o n a l  a c t i o n  through th e  

agency o f  the  Consortium.

Later in  193^* the  S ta t e  Department co n su lted  

P res id en t  Frankl in  D. R o o s e v e l t ,  S ecr e ta ry  of  S ta t e  Cordell  

H u ll ,  and Thomas W. Lamont concerning the  a d v i s a b i l i t y  o f .  

u s in g  the  Consortium. R o o se v e l t  and Hull  agreed the  American 

Group should remain in the  Consortium, but req u es ted  th a t  no 

loans be i s s u e d  because they  u l t i m a t e l y  would f a l l  i n t o  

Japanese c o n t r o l .  The a d m in is t r a t io n  adopted an a t t i t u d e  o f

^ F o r e i g n  R e l a t i o n s ,  1 9 3 ^  V o l .  I l l ,  p p .  3 8 8 - 9 0 .



"watchful w a i t in g  u n t i l  China i n v i t e s  . .. . a c t i o n  and 

Japan or Great B r i t a in  ta k es  the  lead  in  s u g g e s t in g  a 

fa v o ra b le  resp onse  by the  C o n so r t iu m ." ^

• Thomas Lamont t o l d  Hornbeck in  August 1934- the  

n a t io n a l  groups comprising the  Consortium, in c lu d in g  Japan 

were w i l l i n g  t o  con t inu e  the  arrangement. He warned 

Hornbeck th a t  th e  American Group would have d i f f i c u l t y  

f l o a t i n g  bonds because only th r e e  or four o f  the  o r i g i n a l  

th ir ty - s o m e  member banks of  the'American Group were a b le  t  

handle s e c u r i t i e s  due t o  th e  R o o sev e l t  A d m in is tr a t io n 's  

S e c u r i t i e s  Exchange Act.  Lamont a l s o  reminded Hornbeck 

th a t  many banks wanted to  d i s s o l v e  the Consortium because  

the  American Group's p a r t i c i p a t i o n  had been exp en s ive  and 

n o n p r o f i t a b l e . ^

Again in  1939 the  American Group d i s c u s s e d  the  

i s s u e  of d i s s o l u t i o n ;  however, both th e  B r i t i s h  Government 

and Group d isa g re ed  with  the American Bankers because they  

con s id ered  cont inued  con tac t  with  Japan as e s s e n t i a l .  The 

S ta t e  Department, through Hornbeck, announced th e  t ime i n 

opportune for  Consortium w ith d ra w a l .

In February 1939,. the  S ta te  Department n o t i f i e d  

Great B r i t a i n  th a t  i t  recommended th a t  th e  Consortium not • 

be d i s s o l v e d .

5 ° I b l d . pp, 390-91 .

53-1 bid:, pp. 391-95 .

^ Fore ign  R e l a t i o n s , 1939* Vol.  I l l ,  pp. 721-24 .
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In the  op in ion  o f  the  American Government 
th ere  should be no need for  d i s c u s s i o n  at  t h i s  
moment o f  a p o s s i b l e  d i s s o l u t i o n  o f  the  Con
sortium , and, in  the  l i g h t  o f  th e  f a c t s  as  
understood by the  Department, i t  would seem 
th a t  fu r th er  c o n s id e r a t io n  of  t h i s  q u e s t io n  
should be d e f e r r e d . 53

Even though the S t a t e  Department hoped t o  cont inue  the

arrangement, the  American Group h a l te d  the  Consort ium^

o p era t io n  by announcing they  would withdraw- t h e i r  banking

r e p r e s e n t a t i v e  from Pekin'g e f f e c t i v e  January 1, 19^0.^^

53i b i d . pp. 730 -31 .  

5 ^ i b l d . pp. 731-3^ .



CONCLUSION

■An e x a m i n a t i o n  o f  t h e  e v e n t s  s u r r o u n d i n g  t h e  

S e c o n d  C h i n e s e  B a n k i n g  C o n s o r t i u m  r e v e a l s  a  p a t t e r n  o f  

A m e r i c a n  d i p l o m a c y , _ w h i c h  S t a t e  D e p a r t m e n t  o f f i c i a l s  p u b 

l i c l y - c a l l e d  a d e f e n s e . o f  t h e  o p e n  d o o r ' p o l i c y .  T h e r e  c a n  

be  no d o u b t ,  h o w e v e r ,  t h a t  t h e  o p e n  d o o r  p o l i c y  t h e  

D e p a r t m e n t  c l a i m e d  t o  d e f e n d  was  no  l o n g e r  t h e  p o l i c y  

i n i t i a t e d  i n  1 8 9 9-  T h r o u g h  h i s  f i r s t  n o t e s  S e c r e t a r y  o f .  

S t a t e  J o h n  Hay a s s e r t e d  t h e  p r i n c i p l e  o f  e q u a l  c o m m e r c i a l  

o p p o r t u n i t y  f o r '  a l l  n a t i o n s  i n  C h i n a .  He n e v e r  in tended  

t o  e l i m i n a t e  e x i s t i n g  s p h e r e s  o f  i n f l u e n c e  i n  C h i n a  o r  

c r e a t e  s p h e r e s  f o r  A m e r i c a n s .  H a y f s s e c o n d  c i r c u l a r  i n  

J u ly-  1900. ,  i n f o r m e d  t h e  w o r l d  p o w e r s ,  t h a t  t h e  p o l i c y  o f  

t h e  A m e r i c a n  G o v e r n m e n t  was  t o  s e e k  a s o l u t i o n  t h a t ,  w o u l d  

p r o v i d e  p e r m a n e n t  p e a c e  a n d  s a f e t y  t o  C h i n a  a n d  p r e s e r v e  

C h i n a ’ s t e r r i t o r i a l  a n d  a d m i n i s t r a t i v e  e n t i t y .  H a y ' s  n o t e s  

p u b l i c l y  a n d  o f f i c i a l l y  d e f i n e d  t h e  t w o  C h i n a  p o l i c y  o b j e c 

t i v e s  w h i c h  t h e  U n i t e d  S t a t e s  was  t o  p u r s u e ,  I n t e r m i t t e n t l y
1a n d  n o t  t o o  e f f e c t i v e l y ,  f o r  t h e  n e x t  f i f t y  y e a r s .  .

A m e r i c a ’ s o p e n  d o o r  p o l i c y  i n  C h i n a  b e t w e e n  1902  

a n d ' 1 9 1 4  u n d e r w e n t ,  f u r t h e r  c h a n g e  i n  c o n c e p t  a n d  .

Ip’o r  a s t u d y  o f  A m e r i c a ’ s  C h i n a  p o l i c y  a n d  i t s  r e l a 
t i o n s h i p  t o  t h e  o p e n  d o o r  p o l i c y  s e e  C h a p t e r  I ,  T a n g  T s o u ,
A mer i c a  ’ s Fa i l u r  e I n .  Ch i n a ,  1 9 4 1 - 1 9 5 0* ( C h i c a g o :  U n i v e r s i t y
o f  . C h i c a g o  P r e s s  /  . 1 9 0 3 ) /  P.P- 1 - 3 0 .
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i n t e r p r e t a t i o n  t h a t  i n c l u d e d  a s e a r c h  f o r  a  b a l a n c e  o f  p o w e r  

i n  t h e  F a r  E a s t  d u r i n g  T h e o d o r e  R o o s e v e l t ' s  a d m i n i s t r a t i o n  

a n d  a  q u e s t  f o r  e q u a l  i n v e s t m e n t  o p p o r t u n i t y  d u r i n g  

W i l l i a m  H. T a f t ' s  t e n u r e .  P r e s i d e n t  Woodrow W i l s o n  r e 

j e c t e d  h i s  p r e d e c e s s o r ’ s p o l i c y  o f  u s i n g  e c o n o m i c  p r e s s u r e  

t o  e j e c t  J a p a n  a n d  R u s s i a  f r o m  t h e i r  d o m i n a n t  p o s i t i o n s  i n  

M a n c h u r i a ;  h o w e v e r ,  t h e  p o w e r  c h a n g e s  b r o u g h t  a b o u t  by  

Wor. ld Wra r  I  r e s u l t e d  i n  t n e  U n i t e d  S t a t e s  a n d  J a p a n  a s s u m 

i n g  t h e  r o l e s  o f  w o r l d  p o w e r s . ,  J a p a n ’ s  p o s i t i o n  a s  a  p o w e r  

i n  t h e  F a r  E a s t  a n d  h e r  s u b s e q u e n t  a c t i o n s  o f  a g g r e s s i o n  

t o  a s s u r e  h e r  p o s i t i o n  a s  a  w o r l d  p o w e r  r e s u l t e d  i n  t h e  

A m e r i c a n  S t a t e  D e p a r t m e n t ’ s r e v i v a l  o f  a n  i n t e r n a t i o n a l  

b a n k i n g  c o n s o r t i u m  t o  h a l t  J a p a n e s e  a g g r e s s i o n  a n d  e n d  

J a p a n e s e  s p h e r e s  o f  i n f l u e n c e  i n  C h i n a ,  E v e n  t h o u g h ,  a s  

h i s t o r i a n  Raymond E s t h u s  p o i n t s  o u t ,  t h e  S t a t e  D e p a r t m e n t  

c o n t i n u e d  t o  r e f e r  t o  i t s  f o r e i g n  p o l i c y  i n  C h i n a  a s  t h e  

o p e n  d o o r ,  t h i s  p o l i c y  was  f a r  r e m o v e d . f r o m  t h e  f o r e i g n  

p o l i c y  e s p o u s e d  by J o h n  Hay .

T h e  f a t e  o f  t h e  S e c o n d  C o n s o r t i u m  c a n  be  t r a c e d  

t o  i t s  i n c e p t i o n .  I n  h o p e s  o f  e n d i n g  o r  l i m i t i n g  J a p a n e s e  

i n f l u e n c e  I n  C h i n a ,  t h e  S t a t e  D e p a r t m e n t , ,  n o t  t h e  b a n k e r s ,  

i n i t i a t e d  t h e  c o n s o r t i u m  e f f o r t  a n d . a g r e e d  t o  a s s u m e  t h e  

f i n a n c i a l  r e s p o n s i b i l i t y ,  t h r o u g h  t h e  C o n s o r t i u m ,  f o r  G r e a t  

B r i t a i n  a n d  F r a n c e .  I t  w o u l d  be  n e c e s s a r y ,  h o w e v e r ,  f o r  

A m e r i c a n  b a n k e r s  a n d  t h e  A m e r i c a n  i n v e s t i n g  p u b l i c  t o  r . i s k  

t h e i r  i n v e s t m e n t  i n  o r d e r  t o  s e c u r e  a n y  d e g r e e  o f  C o n s o r t i u m  

s u c c e s s .  T h i s ,  a s  t h e  l e s s o n  o f  T a f t ' s  “d o l l a r  d i p l o m a c y “ 

e x e m p l i f i e d ,  A m e r i c a n  b a n k e r s  w o u l d  n o t  d o .
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Why t h e n  d i d  t h e  W i l s o n  a d m i n i s t r a t i o n ,  w i t h  t h e  

p r o d d i n g  o f  t h e  S t a t e  D e p a r t m e n t ,  a s s u m e  a n d . b r o a d e n  t h e  

u n s u c c e s s f u l  d i p l o m a c y  o f  T a f t  i n  t h e  F a r  E a s t ?  T h i s  d i p 

l o m a t i c  e n d e a v o r  c a n  p r o b a b l y  be  b e s t  e x p l a i n e d  by J a p a n ’ s 

new p o s i t i o n  i n  t h e  F a r  E a s t  a f t e r ,  t h e  i n i t i a l  y e a r s  o f  

t h e  F i r s t  W o r l d  Wa r .  T h e  I s s u a n c e  o f  t h e  T w e n t y - O n e  

D e m a n d s ,  t h e  c o n t i n u e d  f low,  o f  J a p a n e s e  d o l l a r s  t o  C h i n a  

t h r o u g h  t h e  N i s h i h a r a  l o a n s ,  a n d  C h i n a ’ s c o n t i n u e d  p l e a s  

f o r  l o a n s  c o n v i n c e d  t h e  S t a t e  D e p a r t m e n t  t o  a c t .  I f  C h i n a ’ s 

r e q u e s t  f o r  l o a n s -  p e r s i s t e d ,  l o a n s  w o u l d  s u r e l y  come f r o m  * 

J a p a n ,  a n d  w i t h  t h e  l o a n s  . J a p a n e s e  c o n t r o l .  To f a c e  t h e  

s i t u a t i o n ,  t h e  A m e r i c a n .  G o v e r n m e n t  c a l l e d  for .  i n d e p e n d e n t  

l o a n s  w h i c h  A m e r i c a n  f i n a n c i e r s  r e f u s e d  t o  make w i t h o u t  

g o v e r n m e n t  s u p p o r t .  A n o t h e r  a l t e r n a t i v e  w o u l d  be  c o o p e r a t i v e  

i n v e s t m e n t  a n d  A m e r i c a ’ s e n t r a n c e  i n t o  t h e  o l d .  C o n s o r t i u m ,  

o r  t h e ' f o r m a t i o n  o f  a new C o n s o r t i u m ,  The- S t a t e  D e p a r t m e n t  

c h o s e  a . new Cons  o r t i u m  b e c a u s e  t h e  D e p a r t m e n t  w a n t e d  t o  

e s t a b l i s h  t h e i r  own t e r m s  t o  i n c l u d e  t h e  w h o l e  o f  C h i n a  a n d '  

I n d u s t r i a l  a s  w e l l - a s  a d m i n i s t r a t i v e  l o a n s .  T h r o u g h  j o i n t  

c o o p e r a t i o n  I n  i n d u s t r i a l - l o a n s  t h e  S t a t e  D e p a r t m e n t  p l a n n e d  

■to h a l t  o r  l i m i t  t h e - c o n t i n u e d  f l o w  o f  J a p a n e s e  m o n i e s  i n t o  

C h i n a ,  a n d  t h e ' s u b s e q u e n t  c o n t r o l  o f  C h i n a ’ s p o l i t i c a l  a n d  

e c o n o m i c  - i n s t i t u t i o n s  by J a p a n , .

A f t e r  n e g o t i a t i o n s '  f o r  f i l e  new C o n s o r t i u m  b e g a n ,  

c e r t a i n  f a c t o r s  e m e r g e d .  F i r s t ,  t h e  U n i t e d  S t a t e s  a n d  

■Japan,  were ,  t h e  l e a d e r s  o f  w o r l d  f i n a n c e :  J a p a n  in- t h e  F a r

E a s t  a n d  t h e  U n i t e d  S t a t e s  i n  t h e  r e s t  o f  t h e  w o r l d . -  S e c o n d ,  ’ 

t h e  c o u r s e  o f .  e v e n t s '  a t  t h e  P a r i s  P e a c e  C o n f e r e n c e  d i c t a t e d



'

t h e  U n i t e d  S t a t e s  w o u l d  n o t  a s s u m e  a c e n t r a l  p o s i t i o n  o f  

a u t h o r i t y .  T h i r d -3 t h e  p r o b l e m  o f  i n c r e a s e d  a r m a m e n t s  a n d  

t h e  w i l l i n g n e s s  t o  u s e  t h e s e  a r m a m e n t s  g r e a t l y  i n f l u e n c e d  

h o  w g o v e r nrnent  a  w o u l d  a c t  . J a p a n ' s  a n d. t h e  U n i t e d  S t a t e s *  

p o s i t i o n  a s  i v u r l d  p o w e r s  c o n v i n c e d  t h e  S t a t e  D e p a r t m e n t -  

a  f i n a n c i a l  c o n s o r t i u m  -would be v i t a l  t o  A m e r i c a ' s  

p o l i t i c a l  a n d  e c o n o m i c  f u t u r e  i n  C h i n a .

T h r o u g h  t h e  m a c h i n e r y  o f  t h e  C o n s o r t i u m  t h e  A m e r i c a n

G o v e r n m e n t  h o p e d  t o  s e t  a s i d e  p o l i t i c a l  p r o b l e m s  i n  f a v o r

o f  e c o n o m i c  a n d  f i n a n c i a l  b a r t e r .  R e d u c i n g  t h e  p o l i t i c a l  

i s s u e  t o  a n  e c o n o m i c  a n d  f i n a n c i a l  l e v e l  p r o v e d  u n w o r k a b l e .  

A m e r i c a n  i n v e s t o r s  r e f u s e d  t o  i n v e s t  w i t h o u t  a s s u r a n c e s  o f  

r e t u r n . ,  a n d  C h i n a  c o u l d '  n o t  p r o v i d e  t h e s e  a s s u r a n c e s .  I n  

r e a l i t y  t h e  C o n s o r t i u m  s e r v e d  t o  p r e v e n t  r a t h e r  t h a n . p r o 

v i d e  l o a n s  -to.  C h i n a ,  b e c a u s e  w i t h i n  t h e  c o n f i n e s  o f  t h e  

C o n s o r t i u m  t h e r e  c o u l d ,  be  no  i n d e p e n d e n t  l o a n s  t o  C h i n a  

a n d  C o n s o r t i u m  l o a n  t e r m s  w e r e  s o  s t r i n g e n t  t h e  C h i n e s e  

r e f u s e d  t o  b o r r o w .

T h e r e  w a s  a l s o '  a- d i s c r e p a n c y  b e t w e e n  t h e  l o n g  t e r m  

d i p l o m a t i c ' g o a l s  o f  t h e  S t a t e  D e p a r t m e n t  and.  t h e  s h o r t  t e r m

i n v e s t m e n t  g o a l s  o f  t h e  b a n k i n g  m e m b e r s .  T h e  S t a t e  D e p a r t m e n t

w a n t e d  t o  s t o p  o r  l i m i t  J a p a n e s e  a g g r e s s i o n  i n  t h e  F a r  E a s t ,  

w h i l e  t h e  b a n k e r s  w e r e  i n t e r e s t e d  i n  i n v e s t m e n t  p r o f i t s . .

I t  m u s t  be' p o i n t e d  out , -  h o w e v e r ,  t h a t  p u b l i c  e x p l a n a t i o n  

by t h e .  S t a t e  D e p a r t m e n t  f o r  t h e  a c t i v i t i e s  w h i c h  l e d  t o .  t h e  

S e c o n d  C h i n e s e  B a n k i n g  C o n s o r t i u m  e m p h a s i z e d  t r a d e  a n d  

p o l i t i c a l  p o l i c y  r a t h e r  t h a n  i n v e s t m e n t .  T h e  S t a t e  

D e p a r t m e n t  n e v e r  e n c o u r a g e d  A m e r i c a n  i n v e s t m e n t  o n . g r o u n d s
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t h a t  i t  was  d e s i r a b l e  i n  i t s e l f ,  f o r  e c o n o m i c  r e a s o n s .  I n  

t h e  end. ,  t h e  f a c t o r  o f  . i n v e s t m e n t  s e c u r i t y  p r o b a b l y  a s s u r e d  

no  l o a n s  w o u l d  e v e r  be i s s u e d ,  a n d  h o p e s  f o r  A m e r i c a n  

i n f l u e n c e  I n  C h i n a  w e r e  s h e l v e d .  T h i s  r e s u l t e d  i n  s t r a i n e d  

d i p l o m a t i c  r e l a t i o n s  b e t w e e n  t h e  U n i t e d  S t a t e s  a n d " C h i n a , 

b e c a u s e  t h e  C h i n e s e  n e e d e d  A m e r i c a n  l o a n s  i f  t h e y  e v e r  

h o p e d  t o  s t a b i l i z e  t h e i r  c e n t r a l  g o v e r n m e n t .

E v e n t s  w h i c h  s u r r o u n d e d  t h e  C o n s o r t i u m  a s s u r e d  ■ 

t h e r e  w o u l d  be d i s c o r d  b e t w e e n  t h e  U n i t e d ,S t a t e s  a n d  C h i n a .  

T h i s  d i s c o r d ,  f o u n d ,  i t s  b a s i s  i n  t h e  d i f f e r e n t  i n t e r p r e t a 

t i o n s  o f  t h e  o p e n  d o o r  p o l i c y .  P u b l i c  p o l i c y  s t a t e m e n t s  

of. t h e  o p e n  d o o r  by t h e  S t a t e  D e p a r t m e n t  a p p e a l e d  t o  t h e  

C h i n e s e  b e c a u s e  h i s t o r i c a l l y  t h e  o p e n  d o o r  p o l i c y  r e f e r r e d  

t o  t h e  p r o t e c t i o n  o f  C h i n a f s t e r r i t o r i a l  a n d  a d m i n i s t r a t i v e  

i n t e g r i t y . .  I n s t e a d  o f  t h e  U n i t e d  S t a t e s  a c k n o w l e d g i n g  

t h e i r  r e a l  f o r e i g n  p o l i c y  i n t e n t i o n s  i n  C h i n a ,  t h e y  c a l l e d  

t h e i r  p o l i c y  e n f o r c i n g  t h e .  o p e n  d o o r  a p o l i c y  s t a t e m e n t ,  

t h a t  h a d  b e e n . r a d i c a l l y  a l t e r e d  o v e r  . y e a r s  o f  a b u s e .
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