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These general and non-confidential reports of the Legal Advisor,

are to be issued quarterly, to present to foreign economic experts
some of the problems which confront the National Goverment
of China. Libraries, Universities, and Societies, desiring copies

of such Reports should apply to:

Paul M. A. Linebarger,
Private Secretary to the Legal Advisor,
Legal Advisor's Washington Office,
2006 R Street, N. W. Washington, D. C,, U.S.A.
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LEGAL ADVISOR

NATIONAL GOVERNMENT OF CHINA, NANKING, CHINA
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THE NATIONAL GOVERNMENT OF CHINA g%é \
AMERICAN OFFICE OF THE LEGAL ADVISOR -

INTRAGOVERNMENTAL COMMUNICATION

REPORT OF THE LEGAL ADVISOR

(
(
ETO THE COUNCIL OF STATE OF THE NATIONAL GOVERNMENT OF CHINA
(

FOR THE PERIOD MAY 1, 1933 TO NOVEMBER 15, 1933

To the Honorable,

The Members of the State Council,
National Government of China,
Nanking, China

Excellencies:

In continuance of my Report of May 1, 1933, I have the honor to submit
the following general Report (as of November 15th, 1933) to supplement the confiden-
tial reports I have forwarded from time to time since the first named date.
ITINERARY

Sailing from New York City on the S. S. Paris on June 6, 1933, I pro-
ceeded to Paris, France, to continue my work at the Paris branch of the League of
Nations known as the Institut International de Cooperation Intellectuelle. This work
was outlined in my Report of May 1, 1933, After a brief sojourn in Paris, France, I
undertook a voyage to Germany and eleven other countries of Europe, renewing my work
for developing public sentiment for China's full sovereignty, and seeking opportuni-
ties to further the cause of that new economic China, for which your Bxcellencies are
S0 earnestly strivinge. My activities in the Soviet Union were very much restricted
for twe reasons: in the first place, the political activities in a country then so
emphatically ignored by the American government could not be construed to permit the
approaches of a private American citizen; in the second place, the manifest hostility
of the Chinese Communist agitators to any sort of nationalism or unification, would
have made a Sunyatsenist plea for economic nationalism fall on deaf ears. But al=
though my activities in the Soviet Union will bear little or no fruit, this voyage to
the Soviet Union was worth the time expended, in that it gave me a deeper insight
into East=-Buropean affairs, the better to serve your Excellencies, and through you the
cause China's relief.

THE WORLD MONETARY AND ECONOMIC CONFERENCE

The representation of the Chinese Government at the World Monetary and
Economic Conference was so efficiently organized and so ably conducted, that I did
not consider that I would in any wise, even as an observer, perform any service in
China's behalf at the Conference.

Although your Excellencies are well aware that such international con-
ferences are frequently either exploited or destroyed by the chauvinist interests of




the major nations, and that progress concerning China's relief must be slow, I am
very glad to report that our Chinese representation achi

i eved a decided recognition,
the favorable reactions to which I discovered in the most extensive peripheries of my

contacts. Among such reactions--it is hoped--will be found a sobering effect on the
universal orgy of silver-dumping into China from governmental reserves, which utterly
destroys the fair equilibrium between the two precious metalse.

As your Excellencies know, the United States, Canada, South America,
Australia, Mexico, and Peru are large silver-producing countries, whose silver pro-
duction is made an unstable asset by the uncertainty of the silver reserves with
Anglo-Indian, Spanish and other governments. This chaotic condition offers a tempta-
tion to international speculators to sell in group combinations, upon any political
information whatsoever. These speculative activities are merely a gamble, and have
no useful purpose. On the contrary, they bring about great hardships on the Chinese
users of silver, by establishing a fictitious value between the two principal metals
in utter disregard of their legitimate relative exchange values, as governed by trade.

I think that the World Conference at least brought home the folly of any
government's dumping its silver on a falling or rising silver market. Producers of
silver were awakened to this fact, as well as realizing that they could get no rea-
sonable price for their silver if they continued to produce silver indiscriminately,
directly or as a side-product.

THE RISING CONSUMPTION OF SILVER IN SUBSIDIARY COINAGE

The Conference was the means of calling attention to the folly of govern-
ments coining alleged silver coins which, by the enormous disproportion between their
bullion value and their face value, amount to little more than fiat money. A United
States twenty-five cent piece weighs less than one=-quarter as much as a Chinese
dollar; recently the former was worth more on the eXchange than the latter. Few
citizens in Western countries realize how little the silver in their everyday coinage
is worth, apart from its exchangeability into gold. This is a condition totally
foreign to the history of Chinese minting, where the least wavering in the quality
of the coin was reflected in the commodity value of the currency. (The financial
experiments of Wang Mang, with his twenty-eight coinages, amply illustrate this.)
Just as definitely as China has gone too far in the insistence on bullion value, so
do the Western countries dissociate coinage and currency to a degree pregnant with
danger. It is to be hoped that the popular psychology in China can be made more
friendly to the abolition of "big" and "little" money, while on the other hand the
peoples of the West become more determined to have their subsidiary coins represen=
tative of a certain minimum percentage of their face value. Such a dual trend would
help the stabilization of the silver market.,

During my sojourn in France I made special inguiry and observation on
French public sentiment concerning the use of the new silver ten and twenty franc
pieces... I think that it would be accurate to say that the tragic experiences of
general Buropean inflation after the war, together with the inconvenience of using
frayed, torn or soiled paper notes, has made the European populaces positively
anxious to use silver coins. It is not over-hopeful to expect that this French
example may produce a good effect in the United States, and lead to silver's replac-
ing the $1 bills to a limited degree. Last year the United States Treasury bought
only $301,737 (U. S. currency) worth of silver for Treasury purposes; this bagatelle
may be increased in the near future, thus re-establishing popular American confidence
in silver.

TARIFF TO PROMOTE CHINESE TRADE

For many years your Legal Advisor has been awaiting an opportunity to ad-
vance the commercial interests of China and America through a reciprocal tariff con-
trol for the encouragement of Sino-American trade. Chung Shan, in the early days of
the Revolution, repeatedly voiced to me the hope that one of the first Republican

treaties would be a reciprocal tariff agreement with America along lines economically
sound. .




The Yuan Shih-kai Usurpation (1913-1916), the Great War interruption, and
the Tgchunate severance§ of China prevented my initiating any program in such behalf.
The time has now come when your Legal Advisor hopes to be of some modest service
(unc}er th(—? dlrectln_m of_your Excellencies) in inaugurating such a Sino-American eco-
nomic alliance, which might precede similar arrangements with other nations.

TARIFF METHODS IN CHINA AND AMERICA COMPARED

One of the duties of your Legal Advisor is 1o render reports concerning
existing treaties and give advice concerning the betterment of the éame.

Your Legal Advisor for the past three years has not been inattentive to
this duty, and has tentatively prepared a rather extended report on Sino-American
tariff matiers, of which the following general points are briefly given, beginning
with a comparison between the two tariff methods of China and America. It has been
difficult to bring out a compromise between the two expreme viewpoints, since of all
the nations of the world, America is the most tariff-minded, and China the least
tariff-minded.

TARIFF LOBBIES IN AMERICA

The American manufacturer naturally believes that he has the right to ask
of his government protection by tariff against the competitive products of other
nationse Therefore the various financial and industrial interests of America band
themselves together in groups and associations for the purpose of having Congress,
(influenced through individual members,) pass tariff laws which will help this or
that particular industry, regardless of the benefit of the American people as con=-
sumerse These tariff groups have a very considerable amount of political power, and
rarely fail to put through their own programs--unless they are opposed by adverse
groups of interests working in some other direction.

This condition is such that many foreign nations send informal, sometimes
even unrecognized, representatives to America, to try to influence the course of this
American tariff making, and sometimes succeed in effecting changes advantageous to
the foreign nations they represent.

NO CHINESE TARIFF LOBBY

Unfortunately, under the unequal treaties and the domestic and inter-
national difficulties, China has had no working tariff program to compare with that
of other countries.

This lack is not due to a shortage of Chinese tariff experts; there are
large numbers of Chinese economists with training and experience equal to any
foreigner's. This weakness is due to the fact that China is still in the trans-
formation period, and cannot spare the public effort necessary for such tariff lobby
operations; when the Unequal Treaties are abolished, there will be ample opportunity
to consider other improvements in international relations,

EXAMPIE OF THE TARIFF ON SOY SAUCE

I hope that your Excellencies will permit my giving a rather trivial and
amusing example of the operations of the American tariff when the controlling inter-
est of a specific commodity is not alert to guard itself. I refer to that brand of
soy=-bean sauce which is used throughout China to flavor food, and which--through the
Chinese restaurants--has become known in the United States.

When I was in exile at Ocean Springs, Mississippi, in 1917-1918, some
Chinese merchants, (Kuomintang members referred to me by Chung Shan) sought me out
from long distances to inguire about the possibilities of introducing this savory
sauce into the United States in really large quantities. I found by investigation
that this excellent condiment was very heavily taxed when introduced, such a tariff
arrangement having presumably been influenced by competing American "pickle", pro-
ducing lobbies; the retail American cost was something around ten to fifty times the
wholesale price in China.

This has scarcely been changed, in spite of the growing popularity of soy-
bean sauce--a popularity even encouraged by the domestic science information services




of governmental and private agencies. In the American chain stores, the price today
is thirty-five cents "gold", a 4

. ounce bottle=-=; ridiculously high, and prohibitive
for American mass consumption,

With proper lobby action

h here in America the importation of soy-bean
sauce could be fostered, publicized,

and encouraged so as to yield a trade of several
mllions of dollars a year. But the high price prevenis any large-scale development
of this trade by Chinese interests, which would let the valuable nutritive and savory
qualities of this sauce be known. As it is, the poorest worker in China can afford a
condiment which even well-to-do Americans--when they do know of it--can only use
sparingly.

4 ¢ s : S
Your Excellencies must forgive me for citing so commonplace an example,

but this is representative of one of the many little things that could assist Sino=-
American trade, once proper tariff lobby representation were provideds I will, how-
ever, call attention to the large list of more important Chinese products to be
increasingly marketed in the United States. (The list is subjoined in an annex to
this Report.)

TARIFF OBSERVATION ON LAST RESEARCH JOURNEYS

Your Legal Advisor is very happy to report that the world crisis has
brought about a very sobering influence on foreign nations as regards the hoped-for
reciprocal tariffs for the development of the vast wealth of China, and--thus, (as
in accord with Chung Shan's The International Development of China--) the increasing
achievement of Chinese economic independence. Up to the period of the world crisis,
the Western Nations and Japan have looked upon China merely as a field for violent
exploitation, supported by their gunboats, whose shooting licence was upheld by the
Unequal Treaties.

These Western and Japanese predatory groups are losing day by day their
political influence, through a distrust which a better informed public the world over
is now showing. This public sentiment is reacting against the mailed-fist economics
of unilateral commercial action, which=--though incredibly profitable to predatory
foreign groups in past centuries--is now as fruitless and obsolete as the John Com-
pany mind or the Opium Conquest. The psychology of "take but never give" was able
to survive into the twentieth century, but now only one nation--the outcast nation--
dares to follow its illusions into folly and ruin.

During my visit to a dozen different countries through this year I find
that the Western World is now realizing that only a "give-and-take" commercial
activity can bring enduring profit. The united front of the Western Countries and
Japan in exploiting China without any attempt at codperation is now breaking, and
may soon give way to wide-scale attempts at codperation instead of victimization.

Economic reconstruction demands not only national rehabilitation, but
world progress from new standards. Vithout sure and continuous economic interchange
between the hemispheres, prosperity will be a gamble, unsteady and uncertain. The
Western Nations--and, it may be eventually possible, Japan--have worn out their
bootstraps in trying to 1ift themselves from the mire of industrial depression, and
now turn to seek a hold on the markets of China with which to drag themselves back
to ante-critical economic levels. Only enormous trade, such as an acceleratingly
prosperous China can offer, will suffice to relieve the world dangers of economic
decay and governmental distress. This period, appreciated and used to the utmost
through tariff negotiation and study, may be the dawn of China's new day in economic
improvement.

INTERNATIONAL. PROBLEMS GREATLY SOLUBLE THROUGH INTERNATIONAL COOPERATION WITH CHINA,
AND EXPANSION OF CHINESE IMPORT AND EXPORT MARKETS

It is practically inevitable that with the spirit of the times moving
against the more predatory commercial interest in the Vestern Nations, a new and
more cooperative plan of exchange will arise and bring with it a prosperity such as
would never before have been possible.




The old eighteenth-century fictions of political economy are still de=
luding a great section of the popular mind; it has taken this crisis to awaken people

to the fact that a deal is a bad one unless both parties profit. No nation can drain

gold and credit from the countries economically tributary to it, and still expect the
consuming country to retain its purchasing power. China has been a "hypo-colony, "
(which foreign predatory interests considered) fit only to be drained of cash and
credit by the exploiting nations. With the decay of trade brought on by the world
crisis--with the breaking of the financial bottlenecks=--with the consequent realign=-
ment of trading methods, China may expect a more equitable treatment from all nations
trading with her. The Opium War policy of wasteful draining, which has disturbed the
economic condition of all Asia, has practically bankrupted England. Chinese trade
could avert the ruin of Indian trade decline for the Lancashire mills--had Chinese
trade been built up by the English capitalistic groups in a fair manner.

AMERICA LEADING FOR COOPERATION WITH CHINA AS A MAJOR FIELD

I am happy to state that America is leading in this new volte=-face trade-
contemplation of China. The Fifty Million Dollar Wheat and Cotton Loan was really a
first exhibition of this purpose of solving the world's economic problems, not by
bootstrap-pulling, but by a steady effort of mutual assistance. I am constantly en=~
deavoring to expand this new American trade attitude toward China, by showing such
trade proofs, on which I am preparing a special report.

PERMANENT CHINESE MARKETS SOUGHT INTERNATIONALLY

An import or export market is of little permanent value if it has to
depend on fluctuation of exchange and the guesswork of speculators. Abnormal ex-
change rates freeze credits more than do panics. As a matter of fact, adverse or
irregular exchange rates are factors in every panic. We are now approaching a period
when some sort--at least--of equalization of trade can be worked out between China
and America, which--if leading to a permanent rehabilitation of Sino-American trade-=-
will contribute considerably to the reconstruction of world commerce.

A correct exchange would operate this way: every alien selling one
dollar's worth of goods to China should contemplate purchasing one dollar's worth of
Chinese goods. An equalized market can--through government direction and encourage-
ment--be stimulated very simply and quickly.

Suppose, for example, that the United States take 30% of China's silk,
tea, oils, carpets, sausage casings, and soy derivatives. Is there any question
that China could relieve the congested American market of some of its over=produced
and under-priced capital goods?

Nearly all Chinese are both importers and exporters on as large a scale
as their capital will allow. The Chinese take heavier risks than do any other
treders, but through shrewd management and traditional honesty they come through
victorious. Give these Chinese traders outlets for their goods in America, and they
will keep their capital moving both ways, exchanging between the countries--Chinese
products in America, and American products in China--dollar for dollar.

THE FALL OF GOLD IS A BENEFIT TO CHINA

The above suggestions would not be practicable were all the nations still
bowing down before the fetish of the gold standard. Bager to obtain this fantastic
cure-all, even at the expense of political policy and economic progress, a certain
section of the Western Nations have abandoned all commercial and trade principles for
the one purpose of amassing gold bullion., But in the more enlightened--or disillu=-
sioned!--countries, such as the United States, Great Britain, and the Soviet Union, a
Denaged currency, whether nominally on gold or on a commodity basis, is the monetary
solution to the present situation. Ridding themselves of a superstitious necessity
for gold, these and several other nations are able to regard trade as trade--com=
modity for commodity--instead of regarding all commerce as a commercial pretext for
the political strategy of gaining gold. This is an excellent omen for Chinese trade,
since on a commodity basis the silver-gold difficulty will be largely erased.




HARMONY IN RANKS OF REGIONAL LEADERS OF CHINA ES
INTERNATIONAL ECONOMIC FRONT

In connection with this discussion, I

some delicacy to the attention of your Excellencie

gbrgad demands 2 united frout on the part of all members of the National Government
. "°™°: Uo policy nor pronouncement will carry the Tesst Woighi
in Western Countries unless it carries with it the appearance of being the unanimous
decision of all interests and authorities in China,

This is particularly so because of the existence of g one-party rule.
The Americans could understand a certain amount of irregularity and indecision in
Chinese governmental policies if China had the two-party system of competing and in-
consistent groups alternating in power. But the plan of the Kuomintang as envisioned
by Chung Shan implies one discreet, impartial and harmonizing force operating through
all the political activities of the nation; it is to this plan, widely publicized

abroad by patriotic Chinese, that the Western Nations expect China to conform. With

so high a self-imposed standard of unity, the Chinese leaders must not be surprised
if every slight disharmony stands forth in stark relief.
TOO MUCH PARTIZANSHEIP OFTEN ADVERSE TO CHINA'S INTERESTS
From my quarter of a century of close contact with Chinese revolutionary
struggle, I have always been impressed with that spirit of loyalty which Chinese
leaders command. In Western Countries and Japan, a following changes from one leader
to another; the mass of small politicians try to s

ail with the winds of political
fortune. But in China a leader who once demonstrates his ability and worthiness, is
followed to the bitter end.

Although this loyalty to leadership is admirable, it is a serious ob-
stacle to the carrying-out of the will of Chung Shan. The leaders, being not too
great in number, agreed in first principles, and sympathetic in spirit, could meet
and agree, were it not for their followings. A Chinese leader is too often led by
his followers--led to stand aloof from other leaders, and to regard their partizans
with contempt or indifference. The little men fight, the great men intervene; and
discord rises. Such discord can threaten the whole structure of national existence,
let alone the delicate mechanism of foreign public sentiment about China.

THE CONTROL YUAN AS A BOARD OF ARBITRATION

I therefore suggest to your Excellencies that the Control Yuan establish
a Commission of Political Intelligence with the purpose of settling as many of the
intragovernmental disputes as possible, and preserving the reputation of the Govern-
ment at all costs. If, through an increase in frank discussion, various small
factionaries can be made to co-operate, it will be more easy for the great leaders,
revolutionary, commercial, and military, to agree. But the main duty of this Com-
mission would be to take care that no leader, in his protests against some other
leader or some policy, be allowed to act in so striking a manner as to derogate the
unity to China and allow foreigners to suppose that he is on the verge of plunging
the country into chaos. To make political discussion more frank, more general, and
more private; and to make political disagreement less conspicuous--that is a magnifi-
cent end and worth almost any price of endeavor!

Trade, credits, friendship, political aid and assistance abroad are
hampered by this apparent disunity, which the foreign press (particularly in Japan)
50 maliciously advertises. My work is constantly hampered by it, and real progress
cannot be expected unless better appearances are preserved.

ILEGAL ADVISOR'S RELATIONS WITH QUASI-SEPARATIST LEADERS :

Your Excellencies recognize the patent fact that my record as an American
citizen is my greatest asset in working as your Legal Advisor. The honorable repute
I possess from my having held public office under the United States, and having all
ny life remained consistently and unwaveringly loyal and obedient to my native
country makes up for many of my shortcomings. Hence it is only by remaining loyal
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and honest as an American citizen that I can hope to be of service as an advocate of
sino-gmerican friendship under the fulfillment of the San Min Chu T.

I could n?’c and would not, therefore, reco;";{ze—e:n?f_gtzempt to set up a
government not recognized by the United States; nor enter into relations with any
wlawful factionary. But, as an American, my political connections in China preserve
s tone of honorable neutrality. In my political innocence I can afford to do many
things which a Chinese leader would not risk for fear of misinterpretation. Hence I
feel it my duty, unless otherwise directed by your Excellencies, to do what I can to
parmonize various leaderships to the purposes of the National Government. Several of
ny old comrades from the heroic early days of the Revolution are now, unfortunately,
not in complete accord with the policies of the National Government., T shall visit
them with the purpose of endeavoring to reconcile them, and achieve again that ex-
cellent unity of word and act that prevailed throughout China for the two years pre- ‘
ceding the Disbandment War.

There 1s no difference between leaders that is so great as to rightfully
divide them in the face of the national enemy. Perhaps my unworthy but sincere
efforts may assist in some small way, in a unification of sentiment for the great
duties that lie before your Excellencies and all other Chinese leaders and citizens
gs well as myself. In any case my record as an American citizen and my devotion to
the ideal of a completely unified China will prevent even the most corrupt-minded
scandalmonger from placing any wrongful meaning on my efforts for reconciling the
alienated leaders. I trust that this will meet with the approval of your Excele
lenciese

ABOLITION OF THE MOST-FAVORED-NATION TREATIES AND ESTABLISHMENT
OF NEW RECIPROCAL ARRANGEMENTS

The present trade treaties are insufficient to ensure to proper expan-
sion, under control, of Chinese trade. Tariff autonomy is not complete if rates
mist remain quantitative and not qualitative. The mere privilege of establishing
umiform rates at the discretion of the Government is an essential one, and it is
fortunate that it (in a measure) has been obtained; but until China is able=-=-through
abolition of all the most-favored-nation clauses--to make preferential arrangements
on a fair reciprocal basis, tariff autonomy is incomplete. Tariff is not only a
financial arrangement; it is one of the most powerful instruments of policy in the
control of any government. Chinese trade must be exchanged for foreign trade on a
basis of country-by-country arrangement, allowing each country a special treatment
for its most important exports, eliminating competition and increasing profits for
the foreign countries, and allowing China a hand in the co=-operative development of
her own export trade.

I therefore recommend to your Excellencies that a National Tariff and
Trade Commission be appointed in conjunction with the Ministries of Commerce, Finance,
and Foreign Affairs, such a Commission to have one member from each of the twenty-
three most important provinces, and a Chairman at large. A Banker's Commission on
the same lines would provide for a really well-rounded study of the whole problem.
Until a plan for exact reciprocal treaties is worked out by the trade and finance
members, it would be fruitless for the Waichiaopu to press the negotiation of new
treaties, while the actual plans for trade development would carry weight in foreign
circles, By having representation by provinces it would be possible to get a nation-
Wide interest in trade reciprocity, and by having two commissions it would enable
both sides--production end financing--to elaborate their plans fully and agreeablye.

THE VISIT OF PATEL TO WASHINGTON AND THE SINO-INDIAN SOCIETIES ‘

FOR ECONOMIC RESEARCH

Your Legal Advisor concluded at the time of writing his last Report th.at
it was premature for him to make any comment to your Excellencies concerning certain
attempted economic work between the two greatest nations of the world--China and :
India. But the work has reached a point where it can be clearly and dispassionately
viewed and interpreted.




In Augustt 31958, your Legal Advisor provisionally initiated the two
above-name d organizations (The Sino-Indian Societies for Economic Research) with an
aim solely cconomic, and with no political object whatsoever. Both a tentative
chinese Society as well as an Indian Society (the two to amalgamate in convention
as the Sino-Indian Sooieti('as of Economic Research) were planned, and preliminaries
o foundation arrffmged-l With this end in view, I invited the Honorable B. V. Patel,
wll knovn in India as the assoclate of Mahatma Gandhi and as the first President of
the Indian Assembly, to come on to Washington to address the Institutes. Mr. Patel
accepted the invitation, and in December 1932 delivered a brilliant address at the
playhouse here in Washington.... Some publicity attended this meeting's announcements
and reportss
As a normal consequence to the publicity, a considerable number of letters
from persons interested were received, some of them friendly and a few criticale.
jmong the latter came a vehement protest, (evidently from an influential source)
declaring that my actlon was purely political and not at all economic, and that an
1d be made to your Excellencies concerning my association with these
activities. I had no fear on the score of being complained against before your
mxcellencies, since I knew=--and know--your Excellencies' confidence in me, which
wuld cause you to brush aside any such maligners. The complaint did, however,
cause me to do some extensive canvassing of public and private opinion on the sub-
ject of sino-Indian association. The result of this canvassing confirmed that this
work was an excellent shortcut in the solution of certain Asiatic problems, by treat-
ing them &as economics rather than as politics; but that the means proposed was not
exactly suited to the present hour. The conclusion of the whole matter is that I
nave suspended all work on this subject, until I have the privilege of laying it in
full detail before your Excellencies and obtain your direct instructionse.

In this regard, I should again state what I have stated to various of
your Excellencies previously--that the duties of a Legal Advisor are of a purely
professional, legal and economic advisory nature, and that I am ever mindful of the
limitations of my commission as set forth by the 96th Council Meeting of The Council
of State. I have not, and shall never, act except in such a legal or economist
capacity, and in assembling information for your Excellencies in accordance with the
above-mentioned commission.

EXPLANATIONS OF THE NATIONAL GOVERNMENT

Foreigners frequently ask me, nJust what constitutes the National Govern-
ment of China?" I explain that the National Govermment is not only the only possible
government for China today, but also the best possible. The present world-wide con=
ditions maeke the world so unstable a place, politically speaking, that any change 1is
problematic; it should arouse admiration, indeed, that the Chinese leaders are able
%o do 80 well with so many conditions operating against theme The true effectiveness
of the National Government lies, of course, in its being based on the plans of Tsung
Li, developed from the genius of his political understandinge

I point out, furthermore, that the comparatively minor weaknesses in
Chinese government today are due 1o the enormousness of the task the Chinese leaders
have before them. Politically, they are endeavoring to erect a democracy four times
as great as the greatest one in the world todaye. Tconomically, they are seeking to
bring the most economically depressed working classes of the modern world to a plane
not below that of their fellow-workers in the West. Socially, they are trying to
adapt an old, vital, and sinewy civilization to the new codes of a novelty in
civilizations--modernisme All this they are doing in spite of sabotage from the
ultra=-radical, and calumny by the conservativee. Friendless but valiant, they are
riding high on calamity, and leading China through the disasters of the modern world

to a resurrection from within itself.

objection wou




VISIBLE AND INVISIBIE GOVERNMENTS
4s a further explanation of the National Government, I point out that the
one-party system is a frank recognition by the governing group of its power and of
its assertion of the right to power. In many nations the invisible government, which
is really in power, consists of groups which are for their own purposes unwilling to
come out in the open. The Communist insistence on the capitalistic overlordship is a
ridiculous over-stressing of this apparent fact, The visible has a phantom legisla-
ture, a phantom president, ang illusionary political parties in which the citizens
are invited to waste away their

: political power. Behind the scenes, the controlling
interests administer the nation for the continuance and enlargement of their special

privileges. Something of this invisible government has arisen in the United States,

where the open sessions of the houses of Congress dedicate themselves to rhetoric,
ied on by the committees or by private discussion

and negotiation of the members. The great advantage of the Chinese system lies in

the open recognition of the source of power. Knowing who governs them, the Chinese
citizens can judge their government.

Moreover this invisible government decrees laws for its own sudden quick
advantage; and then requires the visible government to dispute with the people (at

the nexi election), as to what shall further be done with the public nuisance such
laws have created.

The cautious visible method of our National Government is at all events,

not harming the people by a flood of special-interest legislation.
VARIED FUNCTIONS OF THE NATIONAL ARMIES

In connection with my publicity work for China, I might explain some of
my comments, in publicity and other work, on the National Army. Foreigners frequent-
ly ask me: "How does it happen that China, with so many millions of men under arms,
can't fight Japan?"

I always reply: "The National Army is rendering many services to the
Republic of China. In the first Place; it absorbs the soldiery formerly recruited
by the Tuchun groups. There are hundreds of thousands of honest young men in China,

who--having been pressed into the service of this or that war-lord before the period

of national unification--had no opportunity to fit into civil 1life after the collapse

of the various military chieftains. The National Army keeps and supports these young
men, teaching them so that in the slow process of disbandment with the improvement of
economic conditions they may be able to take their useful and peaceful places in
society. To cast them out now, in this period of economic stress, and with their
little preparation for ordinary life, would be to compel them to a life of banditry.
While they are in the army, they are able to perform work--~policing, roadbuilding,
and so forth--that benefits the nations

Moreover, the National Armies perform many services which are attended
to in other countries by special gendarmery, constabulary, rurales, militia,
Volkswehr, vigilantes and other quasi-military police forces. Considering the
tremendous size of the Chinese Republic and its enormous population, an army of two
million men would not be too great for internal purposes alone, totally apart from
the necessity of national defence. As I have already mentioned, great bodies of
troops are usefully employed, and under the leadership of Generalissimo Chiang Kai=-
shek and the other military authorities, the Peacetime activities of the Chinese
armies are to be enlarged." And as regards Japan, I say: "Why should China plunge
into the most disastrous war of modern times, when the folly of the national enemy
Will undo itself. No nation of modern times has been able to conquer China, and we
Pity any nation that tries it. To hold Chinese territory is to invite bankruptcy,
to plunge into a sea of troubles.

"It is not necessary for China to fight and further demoralize the
Pacific needs of reconstitution. 'Manchukuo' is a house built on sand, a government
hated by its impressed citizens, and such a nation cannot last. 'Manchukuo' will
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bankrupt itse}f wj..th its fictionial independence, and Japan will have to abandon it or
go bankrupt with it. The only difference a Chiness counter-attack would make would
be that Jal'aan—rfianchul.cuo woulc} g0 bankrupt a little faster. Is it worth the price?
The world is with China. .Chlnese battles are most glorious on the council-table.
When Japan can tolerate militarism and extravagance no longer, the better elements
will prevail, and--with a little international pressure--try to do their best to re-
turn all Manchuria to Chinese authority without losing their national self-respecte
A war would only make such a moral retreat impossible for the Japanese, and waste
away energy that would hold back the international development of China. China lost
Shantung to Germany, and now enjoys the improvements Germany built there. Let Japan
squander money in Manchuria. So long as the Chinese citizens of the Three Eastern
Provinces remain loyal--and that means forever--a 'Manchukuo' cannot prosper. The
Japanese people will suffer from this more than the Chinese, in the final account of
thingSeveas”

THE SINO-AMERICAN "GRUBSTAKE" LOANS

Another important matter, which I have relegated to the end of this
Report for the sake of superior emphasis, is the discussion of the "Grubstake" Loans.
And even here I wish to make only the briefest discussion of their nature, without
trespassing on the material of my next Report, which is to discuss the financial and
econcmic situation between America and China in considerable detaile

These recent wheat and cotton loans are grubstakes from the United States
government to the National Government. To those of your. Excellencies unfamiliar
with the American vernacular, I must explain that a grub-stake is a venture in com-
modities on a partnership basis. When, in the past century, an American adventurer
would go out in the wilderness, or the gold districts, he would leok for someone to
give him a grub-stake ("Grub": food; "stake": a venture of capital, support). The
grubstaker would give him food and supplies in return for a half-interest in the
profits of the expedition. And the offering of such a grubstake generally signified
more than mere commercial interest; it was the seal of a partnership, social,
economic, political, and personal. It was a close partnership of true friendship.

It is something in this wise that one may consider the recent American
loans. They are grubstakes. The American government is staking its money on the
soundness, the integrity and the preservation of the National Government. By the
meking of such a loan, America has delivered a politically correct and none the less
economically effective blow at China's enemies, and--in an attitude of sincere
partnership rather than of patronage--has aligned itself at China's side for the
preservation of peace and progress, under democratic freedom, throughout the Far
Bast. I would therefore urge your Excellencies to combat the insinuations by word
and deed of persons maliciously antagonistic to the National Government and the
American government that this loan is the extension of patronage or mere commercial
exploitation, and--realizing the deep political significance of the loan--to guard
against any reckless action by subordinate officials which might prejudice the honor
of the loan and irreparably damage Sino-gmerican friendship. With the extension of
this grubstake, Washington has concluded a tacit partnership with Nanking....and such
& partnership must at all costs be preserved!

THE FIRST FIFTY MILLION

This first loan of June 3, (1933) in which the negotiations of the
Honorable Jesse Jones, Chairman of the R.F.C. and The Finance Minister, showed them-
selves the culmination of the varied inaugurations of purpose that I have worked on
for the last several years, was a happy climax to the arduous preparation of C?n-
gressional and public sentiment for such loans which I have striven for ever since
the be@inning of the silver negotiations. After the Farm Board Loan, and this,
R.F.C. "Grubstake! Loan of Fifty Million dollars (totalling together almost thirty
mllion bushels of wheat and one million bales of cotton,) it will be easy to con-
tinue the process of discreet and intelligent borrowing from America, keeping always



the primary political and economic intent in Views,

In the not too remote future, after my return from China next year, it
will be found that these loans will be a firm foundation for a tradition of honorable
helpfulness on the part of the United States government toward the National Govern-
ment of China. A silver loan, reciprocal tariffs, and practical alliance on the
subjects of the abolition of the unilateral treaties and the Preservation of peace
and sovereignty may well grow out of this initiative. But at the present time it
would be too venturesome for me to proceed further without the approval and advice
of your ExcellencieSeesss

CONCLUSION

I trust that your Excellencies will find this Report sufficiently detail=-
ed to setile any questions which may have arisen in your minds concerning these
Americean affairs. Your Excellencies know, however, that I am always pleased to
receive private and individual inquiries, which I shall answer to the best of my
current information. Meanwhile, another Report on Tariff and Loans is in prepara-
tion and will be forwarded to your Excellencies before my departure from Washington.

I thank your Excellencies for your consideration and helpfulness in
guiding this substantial work for the carrying out of the international development
of China through Sino-American concorde.

Respectfully submitted in the name of Sun Chung Shan,

Paul Linebarger, Legal Advisor of
The National Government.

November 15th, 1933
2006 R Stay Ne We,
fashington, D. C.




These general and non-confidential reports of the Legal Advisor,
are to be issued quarterly, to present to foreign economic experts
some of the problems which confront the National Goverment

of China. Libraries, Universities, and Societies, desiring copies

of such Reports should apply to:

Paul M. A. Linebarger,
Private Secretary to the Legal Advisor,
Legal Advisor's Washington Office,
2006 R Street, N. W. Washington, D. C,,
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SAMUEL LIPIN

BUILDER OF
MODERN SUBURBAN HOMES

475 SAN JOAQUIN AVE.
ARCADIA. CALIFORNIA
TELEPHONE 695

October 30 1933,

Honorable Franklyn D. Roosevelt
White House, Washington D, C.
Dear Mr. President:
Last year when i sent you a box of persimmons to Albany, i hoped
that my next shipment will be addressed to you to the White House.
I am glad my wish is fulfilled,
I am taking this occasion to say that during the last six
months you have built a strong foundation for a new economic stiruc-
ture on a basis of redistribution of happiness, Of course, the massed

of the people cannot read "Blue Prints” and do not yet fully visua=-

lize the gigantiec changes that will take place when your program is«ﬁ

completed.,
I believe, the people will greatly benefit from your X-raying
of the unpenetrable walls of Wall Street from where the "Money Chan=-

gers" are sending out invisible magnetig wires to attract the coinms

from the people's pockets,
The "Forgotten Men" will not forget you,

Respectfully




595 Tools for Believing and Being Bedimwdd Believed.
400 The Death of Murder

Npv 3rd 1933




MOUNT TOM

GERALD STANLEY LEE

NORTHAMPTON, MASSACHUSETTS

My dear President Roosevelts;

I was happy to hear
through Mr Le Hand +that my letter sent to you at
Hyde Park about your reading my new book for ten
mimites,was "read by The President with great in-
terest” .

But now I suspect the book jtself is left behi
in Hydge Park and the ten mimutes for read
left behind in Hyde Park too!

I cannot send you snother ten minutes butl =zsn at
least send you another eopy of the book--a White House
copy and I am doing so to-day. :

Perhaps I should suggest five minutes?

(I am trying hard you see to hold on desperately
--not nearly as well as you do-- to nmy sense of
humor st one end of me,and to my earnest,almost zeiiggisas
religious belief for you and even for myself at the
other.

I know frém a kindof undertow that my trying to
get a peek out of a President at a tkme like this,at
a mere book must have a erazy look.

But how about you when you wanted to get the
attention of The Atlants Cadnvention to Wark Springs?

To me, perhaps to the country,this book is my
Warm Springs!

So I know you know how I feel.

It has a crazy look just of itself for me to send
you a book like "Recreating a World" in which I seem to .o

=

ine i
}‘a

T think T am TSITINE ¥aW good news o you about yourself

—-a book in which in spite of myself I am being a prophet
“=twe prophets in fact-- one a foreteller telling you
(kindly) who you sre and who for the next eight years
you are going to be and the other a backer-up--backing
you up with with people to help you be it.

When with all your sesretaries to gallantly defend
you the book wabers around until it gets into your hands
there will be found four or five page mumbers on the
fly leaf to pick out ten mimtes from

Page 338-340 "Four Years in Twenty Minutes’

352 Balancing a World's Emotions

356 Balancing a World with Cut Prices and Guns

357 Balancing a World with Red Ink and Statistics
358 A Hundred Million Roosvelts

380 Forty Floating Nations
393 The Farewell Of Fear.

395 Tools for Believing and Being Bediwmwdd Believed,
400 The Death of Murder

)

Npv 3rd 1933  Faithfully/ / | / [6/
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Honcrable
President
Washington

3're pleasure
O LAi;,

b,nce”e v

presentlna to you, a Ll

I am mailing under sepel
it will insure you agair
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MANUFACTURERS OF

LIGHTING

FIXTURES

STORE No. 2

TIN QUARE

GO2 OLIVE v, (Corner 6th Ave.)

ProxE ELLIOTT 4197
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THE CLUB OF OPD VOLUMES

5C MT.VERNOCN STREET
BOSTON

November 3

The President,
"

Washington, D.
My dear
At the meeting of the Executive Committee
Cdd Volumes held yesterday,
Secretary send

the United States

cation "Marbled Pan

This copy is o2 f a few retained by

whole edition having There

copies available.
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IGENECKER

£/
———

PATRONS ARE REQUESTED TO FAVOR THE COMPANY BY CRITICISM AND SUGGESTION CONCERNING ITS SERVICE

CLASS OF SERVICE ‘ & 7 ll IT U II ¥ il i? SIGNS

DL = Day Letter
This is a full-rate

Telegram or Cable- R NM = Night Message
gram unless its de- :
ferred character is in- e
dicated by a suitable
NLT = Cable NightLetter
W’LT = Week-End Letter

NL = Night Letter
sign above or preced-
ing the address.
NEWCOMB CARLTON, PRESIDENT J. C. WILLEVER, FIRST VICE#’»‘ESIDENT
The filing time as shown in the date line on full-rate telegrams and day letters, and the time of receipt at destination-as shovh onall messages, is STANDARD TIME,
/

Received at _ -
| \ 5
29 Z 2 ELg
1 9 9 .9 4 - ) MINUTES IN TRANSIT

NL=ALBANY GA NOV 29
/ 3 FULLFRATE | DAY LETTER

MISS MARGARET L HAND= 1 A |
PRIVATE SECRETARY PRESIDENT\ ROOSEVELT WARMSPRINGS GA=

AT THE SUGGESTION OF M1SS LOUISE JOSEPH OF COLUMBUS GEORGIA
BE A GIFT

| SENDING YOU A RAG RUG BY MAIL TODAY THIS TO
1" TWO LITTLE BOYS TO THE PRESIDENT LETTER ATTACHED TO

I AM

ACKAGE WILL EXPLAIN=

MRS JOHN H LOWVE.
SEEE— =

WESTERN UNION GIFT ORDERS ARE APPROPRIATE GIFTS FOR ALL OCCASIONS.
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INTERNATIONAL HOD CARRIERS' BUILDING AND COMMON

LOCAL NO._368

SECRETARY_ Mr, D,

i :
Box 1

Honorasble Presidmnt:

Eouse Will, as uaual, prepare
will not be missing the usual
sauce from Cape Cod.

Ne take the
of the best Cape
members of Local
is & part of the

With these,
of Cape Cod that
Thanksgivings so

liberty of sending for your X
Cod Cranberries which are Unio
Union 368, Wareham,Massachusetts
American Federation of Labore

go the good wishes
you may long live and £
you may contlnue your effort

economic distress of the humble workerSQ

\ Happy Thanksgiving from

Tréasurer




CHAS. LONGENECKER

HOME MADE

~ PURE “CREAM
FUDGE

CARAMEL

65 SOUTH HAZEL STREET
MANHEIM, PA.

) W‘QJ ~33
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HERMAN W. LEFKOWITZ, Inc.

PUBLISHER
1123 BROADWAY : NEW YORK, N. Y.

Telephone CHelsea 2-5487

We are taking the liberty of sending to you, under
separate cover, & complementary coPy of " The Last of the
Japs and the Jew®, by Solomon Cruso, which is dedicated to

the Rulers, Dipolmatsy Statemen, and Militarists, of the
Caucasian Race,

In addition to the ultra romantic-drametic love
story, the chapters of this most "fantastic" book also
contains & Prophecy, & warning, forecasting an unusual

typhoony from the Far-3ast, ich will destroy the power,
glory, culture, civilization and independepce of 1t}
nations forever, Indeed, "The Last of the Jap
deserves & place on the desk of every intell
regarddess of nationality, color or creed, as it

all races and nations of the world

&
°

Yours very truly
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New Plymouth,
New Zealand.
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OKE,VIRGINIA, U S.A.

SECOND VICE PRESIDENT
MAURICE DUPERREY
PARIS, FRANCE

THIRD Vi PRESIDENT
HERBERT SCHOFIELD
~OUGHBOROUGH, ENGLAND

SECRETARY
CHESLEY R PERRY
CHICAGO, ILLINOJS, U.S. A,

TREASURER
RUFUS F. CHAPIN
CHICAGO, ILLINOIS, U S, A.

211 WEST WACKER DRIVE,CHICAGO,U.S.A.
74 BAHNHOFSTRASSE, ZURICH, SWITZERLAND
TAVISTOCK HOUSE, TAVISTOCK SQ,,LONDON, W.C.1., ENGLAND

Cable Address “ INTEROTARY”

He profits most

“Service A
who serves best

above self

OVERNOR OF FIFTY-THIRD DISTRICT

THCOMAS C. LIST

CURRIE STREET L ACDRESS: P.O. ECX 118)

NEW PLYMCUTH, NEW ZEALAND,
CABLE ADDRESS: LIST, NEW PLYMOUTH,

JOHN J. ALLEN
OTTAWA,ONTARIO,

VICTOR M. ECHEVERRIA

BARRANQUILLA, COLOMBIA

OTTO FISCHER
STUTTGART, GERMANY
FONG FOO SEC
SHANGHAL CHINA
GEORGE C.HAG
CHICAGO, ILLINO!
FREDERICK E. JAMES
MADRAS, INDIA

WILL R.MANIER, JR.
NASHVILLE, TENNESSE
ARTHUR B.MAYHEW
UVALDE, TE
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oD CURT
R. L. BARNES
DEPUTY CLERK

SHERIFF
P. H. JONES CLAYTON JONES
BONNIE N. GEOGHEGAN

COUNTY COMMISSIONERS
M. W. TIFT, CHM.
MALLORY LIPPITT

GEORGE B. MOCK

COUNTY ENGINEER
JOHN H{ LOWE

COUNTY EQUALIZATION
BOARD

E. R. WBST, CHM.
J. D. WESTON
JNO. A. DAVIS

R L BARNES, Sec'y

Ao
COURT HOUSE
Albany, Ge O'}gl'cl)

O.F. TARVER
DEPUTY SHERIFF
A. J. DENSON

S8CHOOL SUPERINTENDENT
S. R. DEJARNETTE

HEALTH OFFICER
Dr. HUGO ROBINSON

COUNTY WARBEN
JOHN H. LOWE

COUNTY SURVEYOR
G. BENNETT

COUNTY ATTORNEY
LEONARD FARKAS
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Buactor of Engineering
Mem. Am. Sor. Gin, £ug.

flem. Eugineering Just. of Canada
Mem. Iust. Civ. Eug. of Great BWritain
Fellom Am. Assor. Adu, Sricure

Fou, Mem. Cleveland Eug. Soriety

Gustan Lindenthal
Consulting  Engineer
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ART DEPARTMENT QOF THE LIT i
O FOURTH AVEN

NEW YORK CITY







WILLIAM H. KING, UTAH

DAVID I. WAL.
ALBEN W. BARKLEY, KY.

TOM CONNALLY, TEX.
THOMAS P. GORE, OKLA.
EDWARD P. COSTIGAN, COLO.
JOSIAH W, BAILEY, N.C.
BENNETT CHAMP CLARK, MO.
WILLIAM GIBBS MC AD:
HARRY FLOOD EYRD, VA,
AUGUSTINE LONERGAN, CONN.

ERNEST P. JONE

DAVID A. REED, PA.

JAMES COUZEN:

HENRY W. KEYES, N.H.
ROBERT M. LA FOLLETTE, JR
JESSE H. METCALF, R.I.
DANIEL O. INGS, DEL.

AS
FREDERIC C. WALCOTT, CONN.

00, CALIF.

JR., CLERK

Alnifed Hiafes Denafe

COMMITTEE ON FINANCE
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MRS. JAMES LYONS

126 EIGHT AVENUE
ROEBLING, N. J




MRS. JAMES LYONS

126 EIGHT AVENUE

ROEBLING, N. J.
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