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THE WHITE HOUSE
WASHINGTON

GONRERENT AL July 3, 1944.

MEMORANDUM FOR
ADMIRAL LEAHY:

FOR YOUR INFORMATION.

F.D.R.

Letter to the President from Shang Chen
Chief of Chinese Military Misslion to the
U.S. dated July 1, referring to letter

o~ oy Taisem am 1N 5)
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the Airfield at Inliang.

Clorn. Hlé;-f":r{‘t;..
v /—ri.,}f./

THE WHITE HOUSE
WASHINGTON

July 10, 1944,

MEMORANDUM FOR

ADMIRAL LEAHY:

FOR PREPARATION OF REPLY.

r.D.R.‘

r hang Chen, Chief of the Chinese
3 - e R
i 1 y 1 UaSelse, 10/44, to
nt, closi Fnglish trmslation of cable
| 7 'D/1/) receaivad from President Chisnp Kd--hek
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July 12, 1944,

PERSONAL
My desr Generallesimo:

My very old friend, Hls Excellency, Most
Rev, Francls J, Spellman, P.D,, Archbishop of New
York snd also Chaplain Bighop of the Army and Navy,
ie about to leave for mauy ol our various fronte.
I much hope that when he comes to your area you
will have a chance to have a good talk with him,
He i1s doing a splendid plece of work.

¥With my varm regards,

Always sinocerely,

Generalissimo Chiang Kal-Shek,

Chuneking,
China,

dnﬂfw . M/;ua, b y-yy.



THE WHITE HOUSE

WASHINGTON

July 13, 1944

MEMCRANDUM FOR
ADMIRAL L -AHY

san you get this to the
Joint S8taff before wo lecave? There
ie ¢ good deal in what the Generallssimo

says.

F. D. R.

Traneglation of let to FDR fron Chiang
Kai-Shek 7/8/44 re personal representative
to ad Just relations between Chaing and
Gen. Stilwell
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PHONE REFusLic 8700

CHINESE MILITARY MISSION
TO THE UNITED STATES
\ MUNITIONS BUILDING
. S | WASHINGTON, D. C.

July 17, 1944

My dear VNr. President:

In connection with the American Govermment's authorization
to have 500 rocket launchers end 50,000 rockets made available
for early shipment by air to China, to which reference is made
in my letter of July lst, may I report to you the receipt of a
cable from my Government stating that the above-mentioned rociket
launchers and rockets have already been shipped by U, S, Army
plenes from India to Kunminrz. These war weapons have Laen
delivered to the authorized representatives of the Chinese Govern-
ment and distributed to the different units for use,

Iy Govermment instructs me to express to vou sincere appreo-
iation for the promptness with which the rocket launchers and
rockets were shipped.

Yours respectfully,

Chief of r1fkary Vission
to the United States of America,

The President of the United States,
The White House,
Washington, D. C.

e
State 4 J lo-s 72
By R P 10=]p=-72
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This is the background of the accompanying cable from T. V. Scong:

T. V. Soong etande more than sver for the closest collaboration
with the U.8.A., and 1s so regarded by both the civilien and militery
slemente in China. 1In China he is doing all in his power to advance this
trend. Moreover, he is working actively to bring about friendly rela-
tions with the U.3.5.H. and a progressive solution of China's internal
problems. In fact the Generalissimo has recently indicated teo T. V. thet
he was thinking of sending T. V. on a special mission to lloscow.

T. V. telieves this object would be considerably advanced il he
gould have telks here in Washington under American auspices with the
Soviet delegates to the August Jrd conference.

Ir eonnection with the accompanying cable T. V. has indicated that
if you sent m message to the Oeneramlissimo showing you felt it would be
helpful to have the meeting attended by Foreign Mnisters in person,
Chiang would send T. V. tc Washington to the Ausust conference on a short
mission. As the leader and swmbol in China of the movement for inter-

national collaboration, his attendance might be most helnful.



COPY OF TELEGRAM FROM DR. T. V. SOONG TO HARRY PRICE, A CONFTDENTIAL

AIDE IN WASHINGTON

IF IT IS CONVENIENT FOR PRESIDENT TO CABLE CENERALISSIMO SPECIALLY

INVITING ME TO ATTEND AUGUST THIRD U.S.A.==BRITAIN--CHINA CONITIENCE ON
POST-WAR SECURITY, THINK THERE IS GOOD CHANCE MY MAKING SHORT VISIT U.S.A.

ESPECIALLY IF IT IS POINTED OUT THAT THIS MAY BE GOOD CPPORTUNITY TO

EXCHANGE VIEWS ON CHINFSE RUSSIAN PROBLEM.
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Translation

President Franklin D. Roosevelt
The White House
Washington, D.C.

My dear lr. President:

As you probably know Dr. Kung was for years
President of the Executive Yuan and for the past few
years has been acting for me in the Executive Yuan. He
has worked uninterruptedly with me for eixteen years and
is fully versed in all matters political, economic and
financial in China. I have asked him to lay before you
certain aspects of the war situation as they exist in
China and my reactions to them. During his visit to
America I hope to send to you through him confidential
telegrems as such necessity arises.

Much as Dr. Kung is needed in Chine I feel tha
his mission to you to Americe is of such importence to
continued happy and closer collaboration between our two
countries and between us that I take much plessure in
sending him as my personal representative in whom you ma;

repose the utmost trust and confidence. As he knows se
to none my government's policy I have empowered him to c.
to any and all decisions that you both may see fit.

With my warmest personal regards.

Yours truly,

(Signed by) Chisng Kei-Shek
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ILLIT. KUNG

MINIETER OF FinANCE

Auguet 2, 1944,

The Honorable Franklin D, Roosevelt
The White House
Washington, D, C,

My dear Mr, President:

On July 26 I received a telegram, dated
Chungking July 23, for you from President Chiang
but I was told that you were not in Washington,
B8ince I do not know when you will be back I have
now declded to send it to the White House with
the hope that 1t will be forwarded to you, in
stead of walting to deliver 1t to you in vereon.

I ehall appreciate it if you would
let me know when 1t will be convenient for you
to see me. In the meantime I hope you have a
pleasant trip, notwithetanding the heat,

With kindeet regards.

Yours sincerely,

X,

Enclosure:one



(TRANSLATION OF TELEGRAM FROM CHUNGKING)

July 23, 1944,

The Honorable Franklin D. Roosevelt
The White House
Washington, D.C,.

My dear Mr, President:

I was in receipt of your telegram and
I read with great care your suggestion which
was made a8 & result of your great concern over
the military situation in China, I fully reall
the close friendship between China and America
and aleo the mutuality of thelr interests,
Accordingly I had given this matter my very
careful consideration and I feel that I should
tell you frankly the result of my study., I hav
given my views to Dr. Kung recquesting him to
convey them to you in nerson and I shall much
appreclate 1f you would arrange for him to call
on you at your earlieet convenience sgo that he
can reoort to you in detail,

With my kindest personal regards,

Yours sincerely,

signed by (Chiang Kai-shek)



INISTRY OF FINANCE
i ATIONAL GOVERMNMENT OF CHINA
qV
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Washington, D.C,
August 13, 1944,

President Franklin D, Roosevelt
The White House
Washington, D.C.

My dear Mr, President:

I came here a few days ago hoplng to
have the pleasure of seeing you when you come
back from the trip, But, as I need more time
I wae told that the pressure of work on your
return may prevent you from seelng me earlier
than Auguet 23 or 24, I am therefore golng to
New York for a phyeical check-up and hooing to
have the opportunity to call on you next week,

I have pleasure in enclosing a telegram
which Preeldent Chlang hae requested me to forward
to You,

With best pereonal regerds,

Youre sincerely,
\'.

J o= b o



TRANSLATION OF TELEGRAM FROM CHUNGKING DATED Auguet 12,1944,

Preeldent Franklin D, Roosevelt
The White House

Washington, D.C,

My dear Mr, President:

I am glad to receive your telegram dated
Auguet 10,

The views which I requeeted Dr, Kung to
convey to you personally were reached after most
careful and compreheneive consideration, Being
anxioue to effectuate your propoesl regarding General
S8tllwell, I have already taken positive preparatory
steps with the great hope that 1t can be expeditiously
realised within a short perlod of time, However, as
this proposal will not only involve the success or
fallure of the China War-Theater, both militarily and
politically, but will have a Tar-reaching effect on
the future course of 8ino-American co-operation and
the whole eituation in the Far East, every effort
muet be made to ensure ite belng carried out without
the elightest hindrance, It is, therefore, neceesary
to have firet adequate preparation and thorough
deliberation for the actusl implementation of sueh
a proposal in order that it willl bring about

substantisl improvement to the entire war situation,



I learn with pleasure that you are sending
General Hurley ae your personal representative accom-
panied by Mr, Neleson, Both General Hurley and Mr,
Nelson are men of high standing and proved ability
and I extend to them my warm welcome,

I am deeply touched by the sympathetic
concern you expreesed in your telegram over China's
war eltuation, and I wish to assure you that I will
do my utmost in successfully fulfilling my responsi-
bllities in the China Theater,

In regard to the many pending problems,

I hope you will discuss thoroughly with Dr, Xung
with a view to thelr early solution,

Please accept the sincerest assurance

of my higheet coneideration,

Chiang Kai-shek



DEPARTMENT OF STATE

—

THE UNDER SECRETARY L

August 15, 1944

s
The Zecretary:

Subject: latters for the President to
Reise with Dr. Kung.

Mr. Grew has prepared the attached memorsndum
for the President covering & number of subjects which
the President may wish to cover in conversstion with
Ir. Kung when he Bees him.

I feel you may want to forward it to the

President.
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DEPARTMENT OF STATE
WASHINGTON

August 15, 1944

MEMORANDULM FOR THE PRESIDENT

SUBJECT: CONVERSATION WITH DR. H. H. KUNG.

It is probable that Dr., H. H. Kung will wish to call
on you soon. There are suggested below certain topics
which you may wish to discuss with Dr. Kung.

The Department has recently received a somewhat en-
couraging report that the Generallssimo has taken steps
to form a committee of high ranking officials to study the
Chinese Communist problem with a view to arranging a
settlement. You may wish in this connection to mention
your telegram of several weeks ago to Chiang in which, on
the basis of Vice President Wallace's report of his
conversations in Chungking, you telegraphed Chiang
expressing satlsfaction over his statement that only
political means would be used to settle with the Communists
and his statement that he desired a betterment ‘of relations
between China and the USSR. You may recall that you
expressed the belief to Chiang that a settlement with the
Chinese Comnunists might facilitate any move toward better
understanding with the USSR.

In the foregoing connection it is believed that, not
only a settlement with the Communlsts 1s urgently desirable
but that the Chinese Government should take steps to
broaden the base of its support b{ bringing into the govern-
ment influential non-Kuomintang elements., Ambasssdor Gauss
has sugrested the convocation of a national convention,
representative of all el ements in the country, with broad
powers to dlrect naticnal policy and to achieve a greater
degree of unity and popular support than now exists in
prosecubing the war., It is not believed that such action
would radicall change the situation in China with respect
to the prosecution of the war but it would probably prevent
further deterloration in the situation and might in some
degree strengthen Chinese military resistance.

Dr. Xung In recent addresses in this country sdopted an

encouraging
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an encouraging and liberal viewpoint with regard to post=
war commerclal relations between China and American busin
interests. You may wish to mention to Dr. Kung that repor
from China indicate an unsatisfactory situation with regar
to Chinese laws and regulations to govern foreign enterpri
in China. Americans find the regulations unnecessarily
restrictive and lacking in clarity. For instance, it is
understocd that contemplated regulations for the establish
of forelign banks are so restrictive that it 1is unlikely
that American banking institutions will attempt to establi
branches in China. Furthermore, regulations governing
restriction of farelgn firms are found to be complicated
and onerocus. There is also a seeming Chinese concepticn
that the principal task of the Government is to regulate
and control the flow of American capital to China rather
than to encourage that flow, In this connection Dr. Kung
might be reminded of the famous statement of Li Fing, the
ancient Chinese who comstructed the irrigation works at
Kwanhslen, Szechwan, several thousand Yyears ago, He said:
"Keep your dikes low and dig deep your ditches". In
general, you might wish to express the hope to Kung that
China will at an early date initiate concrete measures

to elarify to American businessmen the basis upon which
they may be able tc operate in China, pointing out that the
breadth and liberality of the basis upon which they may be
able to operate will have much to do with the degree to
which econcmic collaboration in the post war period, so
nuch desired by both Americans and Chinese, will develop
in a mutually beneficial manner.,

Dr. Kung may mention the discussions at Bretton Woods
regarding accounting and settlement for ocur military
expenses in China for the period February - June 1944,
(¥r. Morgenthau sent you an account of the dlscussions).
Kung was offered US$25,000,000 a month for the five month
perlod and told that, although we consider this amount
covered all expenditures on our behalf (except those for
troop maintenance which Kung said China wished to bear),
he might feel free to include a disputed four billion
Chinese dollars for air field construction in a reverse
Lend-Lease agreement which China might wish to negotiate
with us, The question of rates of exchange was avolded
in the dlscusslons. It i1s suggested that you inform
Kung that we consider that the foregoing terms are
generous and that they are the best we intend to offer.
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DEPAI;}‘MENT INCOMING DIVISION OF
COMMUNICATIONS
STATE TELEGRAM AND RECORDS
MS-52 Chungking via Navy
This telegram must be
closely paraphrosed be=- Dated Aiugust 16, 1944
fore belng communlceted i
to anyone, (Y=SR——, Rec'd 9:55 a.m,, 1Sth

Secretary of State,

Washington,

1416, August 1€, 1l z.m.
J——
Timbermen reports to HQ under date supust 18 he and

Ringwalt (our 1409, August 15) had "conference" of one

Pl M T

hour with Marshall L1 Chi Shen substantinlly as follows.

i wes informed by Ripgwalt of "Smbassy's hands

Epcri i, W

of f poliecy". In answer to question of Unlted Stotes

bocking by Li I said I could not enswer s this was

S g

question for decision in Viashington, I said my presence
here was solely in connection with militery situation,
Ii said Chinese people are discourazed by corruption in
administration and by C..angking's neglect of the army
gnd that movement wos intended only to serve neesds of §
Chinese people; that 60% of taxes collected in area by
Centrel Government with no local beneflts ond that there
was no desire to fight in the army nnd that Tenth army
fought only at Hengyeng. Li said Chungking afraid to fight
Generallaslmo hed forbldden recrulting ermy up to strength

end during

Btate Dept. Letter, 1-11.72

By J. Schauble m_mn




-2= #1416, August 16, 11 a.m., from Chungking,via Navy

and during past year some 40% had disbaended under pre-
text of cutting down expenses, Li scid that he himself
controlled all troops this area through loyzl leaders
and he would re-arm them, feed them and recruit them to
strengths In regord to weat Chine commnicotions he was
vague but stated he could usc better administretion and
improve them, He sers no resson for armed conflict as
soldiers he desires would not be in opposition to his
movement, He sald he intended to carry out his plans
irrespective of Jap mowes but thought that Japs would
not move further south ard if they attempt further of-
fensive it will be aime? nt Chungking or Kunming. Ring-
walt requested thet we be kept informed of developments
in view of ocur interest in rapid defest of Jeps",
Timberman commented that he belleved Li's main
purpose was concerned with south-eestern Chine only but
movement might spread elsewhere because of generel dis-
content: that he was refreshed by Li's Enthu;iasm and

candor; and that while Ii 4id not indicate when he would

moveE openly Ringwelt concurred in feeling this would occur

within thirty deys.

Two. Ringwalt reports same date throuch army as
follows "irrespective whether e2id i1s rendered by United
States or dissident leaders elsewhere in this country

leaders



-3- #1416, hugust 16; 11 e.m,, from Chungking via Navy,

leaders will proceed with South China plans eccording

to head of committee and Kukong will possibly be seat,
The "powers" of Kwangsi Kwengtung, Fukisn;ﬁnd Hunon will
"absolutely" support movement., It wes pfitzr&tsﬁ PMOVE=
ment not to set up permenent dissident Government but
that present Chungking Government will end with resign-
atlon of Generalissimo and ceuse establishment democratic
capeble regime for real prosecution war and geed of China.
Pail Chung Hsi said left fcr Chungking to confer with
Generalissimo, Political rether than military consider-
ations have dictated soliderity operctions this idee
Principally by 79 army according to Z foree officers,
Units returning erm front are well equipped end in'gnnd

physical condition",

GAUSS
EEC
WFs
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DEPARTMENT . INCOMING DIViSIDNhE':JI-;

OF COMMUNICATIONS
STATE TELEGRAM AND RECORDS
SFG-392 Chungking via Navy
This telegram must be
closely paraphrased be- Dated August 17, 15944
fore being communicated
to anyone. [ ik Rec'd 1 p.m.
Secretary of State
DECLASSIFTED
Washlngton Btate Dept. Letter, 11172

By J. Schauble Dato___FEB 7 1972
1424, August 17, Noon

e

According to reports from United States Military
groups at Yenan received by United States Army HQ here,
Servlice has had repeated eonversations with Choueo Lal
and other principal Communist leaders and as result of
endeavors to direct conversation to Marshal Li Chi Shen's
movement, both Service and Barret belleve that Communists
here are ignorant of or not interested in his plans.

They are alsc of opinion that Hu Teung Nan and his group
are so firmly loyal to Generalissimo that they were not
even approached by Li.

“ HQ also states, presumably on bagis of local in-
formation, that Lin Tsun Han who 1s still in Chungking
professes that Communiste are not varticipsting with Li
and that Mme Sun Yat Sen has refused to assoclate her-
self with movement after belng aporoached by representatives
of Li although she had stated that if movement were simed
at unification and reform and would guarantee monority

rights both she and Lin ..Han would support 1t.

JJM NPL GAUSS
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ﬂ e . August 19, 1944.

My dear Generalissimo:

This will introduce to you my two very good
personal friends, General lurley, former Secretary of
far, and now e Major General; and Mr. Donald 4. Nelson
the head of the War Production Board.

General lurley is to be my personal repre-
sentative on military matters and you ean talk to
him with the utmost freedom. His prineipal mission
is to coordinate the whole military picture under
you as Kilitary Commander-in-Chief - your being, of
course, the Comuander-in-Chief of the whole area --
to help to iron out any problems between you and
General Stilwell who, of course, has problems of his
own regurcing the Burma campaign and is necessarily
in close touch with Admirsl Mountbatten.

dr. Nelson was, as I have written you, the
head of Cears Foebuck Compeny, the largest distri-
buting company for all manner of goods —— farm goods,
incdustrial goods and household goods -- the greatest
business of that kind in the United States. As soon
as we got into the war he ceme to the Government in
charge of the War Production Board and has made a
splendid record in multiplying American procduction
many fold, so that it has arrived at the point where
we are talking not only of keeping the present pro-
duction up, but of meking plans for the restoration
of this production to terams of peace. I think that
you will find him extremely understending and
sympathetic.



e B

He does not, of course, supersede the
Secretary of the Treasury in watters of finance,
but he has many original ideas and will quiekly
understund your economic policye.

In the casc of both of them, I want you
to feel free to talk to them frankly, as they are
both literally umy personal representatives.

Good luck =- and kKeep up the goold work.

Always sincerely,

YRAMKLIN D+ ROOSEVELE

Generalissimo Chiang hal-shex,
President of tlhe Hepublie of China,
Chungiking, Chine.



August 18, 1944.

Dear General Hurley: -

You are herebv deslgnated as my
personal representative with Ceneralissimo Chiang
Kal-shek, reporting directly to me. Your prinecipal
mission is to promote efficient and harmmonious
relations between the Generalissimo and General
Stilwell to facilitate General Stilwell's exercise
of command over the Chinese Armmies placed under
his direction. You will be charged with additional
and specifie missions.

In carrying out your missions 1t
1s desired that you maintain intimate touch with
the U. S. Apbass:dor to China, keeping him advised
of your actions.

Very sincemdy yours,

FRANKLTN D. ROOSEVELT

Major General Patrick J. Hurley,
War Department,
washington, D. C.

/Wymm/{w . G lorree JV * s, 3-4.)



August 18, 1944

Dear Doni

There 1z attached a formal letter authorising
your mission to China.

I consider the whole question of our economic
relations with China to be one of utmost impertance
to this eountry. I am perticularly anxious that
the Generalissimo amd his advisers ln the economie
field understand that we are not going in there as
exploiters and yet 1 feel sure thet we have a proper
function te perform to help to put China on its
feet economically.

[ want you to extend to the Gemeralissime my
warmest personal regards,

I wish you great luck =mnd will be anxiously
wniting to get your observations and views.

Sincerely yours,

Fallly u, BUUSEVEL]

encl.
l!'. mld .I .'1“. ch‘m

Wer Production Board,
Washington, D.C.

/g,ﬁy,?/,mg Tl flled - Mlorata Heloon fotdir, 4. 2-04 )



August 18, 1944

Mr. Donald M, Nelsom, Chalrmanm,
War Production Board,
Washington, D.C.

Lear Mr. Nelscni

I wish that you, scting =s my personsl repressatative,
would go te Chine at once., Your mission will be s
followss

1. To secure from Generalissimo Chiang Kai-shek
end his edvisers thelr own estimate of the existing
scrnomie situation »méd what they think can be done about
is.

2. To give the Presziceet and other appropriate
governweat of ficlals your own lodependent judgment ss to
the immediate eccmomic rituntion with perticulsr emphasis
on the offect of Ghina's present sconomy om her sbility
to continue prosecution of the war,

3« To make s study and snalysls, with recommendations,
of China's postwsr economie conditicns and with perticular
referance to the relationship of the United 3tates Government
to Chima's postwar economy. FProper consideration should be
glven to em exploration of what pert of Japan's pre-war
ipdustrial exports could appropriately be utllised to foster
China's economy.

4« To mesure the Generalissime and his sdvisers that
this mation does not wish to dominmate China's internal
economy, but rather to take an appropriate economle interest
with the full imovledge that China is a sovereign power, snd
that, in the long run, the Chinese people should dominate
thelir own intermal economy.

ﬂm.}t? .f thee Aillr ?&II--{ - Meonald Aclorn fitdAa.; A, 2-4Y )



5+« The mission should be concluded with a report
and recommendations ss to this gevermment's economic
policy townrd China, with an indication ne to what
parts of thelr industrial economy would require publiic
or underwritten loans on the one hand, snd what parts
of the ecomomy could be assisted purely by private
Assricsn copltal, and the restrictions shich should be
placed on those investments by American citizens.

6. The hmerican Ambassador to China should be
kept fully informed by you, N

7« The mission should be accomplished in from
four to llxmthl-

Sincerely yours,

FRAWKLIN D, Ko USEVELY



THE WHITE HOUSE
WASHINGTON

September 6, 1944
MEMORANDUM FOR THE PRESIDENT
Dear Mr. President:

Here is a copy of Mr. Jack
Service's preliminary report
sn the Communist situation in
North China.

Servize is a member of the

State Department Staff. He

sertainly mekes some interesting

obsarvations. m
[]
L]

H.L.H.
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Report Neo. 1 U. 5. Army Observer Section
APO 879
July 28, 1944

Subject: First Informel Impressicns of the Morth Shenel Communict Bese
To: Commending Genercl, Pwd. Ech., USAF CBI, APD 879

Although I have been in Yenan only & deys, it serms edviseble, in view
of the aveilebility of meil faeilitiee end thelr future unecerteinty, to try to
record & few genersl firat lmprescicne of the Communist Border Reglon.

In spite of the rhortnesr of the time we heve been here, I have hed
cpportunitles to meet rnd talk to o number of Chinese friends, to meet three
ferelgners who have been resident in the Communist nree for rrme time, end to
meet most of the importent Communiet leadere. In eddition I hnve hed the chance
to drew on the experlence, impreecions end notebookes of severel foreipm
correrpondents who have epent more then 6 weeks in Yenen, during which time they
heve been glven every sort of faellity to interview persennges snd colleet in-
formation.

My own experlence 1# thet one entere an ares like this, concerning which
one hng heard so meny entirely good but second-hend reportes, with a ccnscious
determinetlon not to be swept off one's feet. The feeling is that thinge can-
not possibly be as good as they heve been pletured, end thet there must be o
"er tch™ somewhere.

It 18 Intersting, therefore, thrt my own first impressione — and those of
the reet of the Observer Group — have been cxtremely frnvornble. The srme is
true of the foreigm correspondents, ot lenst two of whom (Votow snd Formen) eould
not by any stretching of the term, have been celled "pro-Communist® before their
errival. The spell of the Chinese Communiste =t1ll seeme tc work.

All of our perty have hud the seme feeling — thrt we Leve come into =
differert country snd sre meeting & different people. There is undenisbly &
change in the spirit end stmosphere. As one officer, born and brought up in
Chins, put its "I find myself continumlly trying to find out just Low Chinerse
thece people ere."

This diffcrerce in atmosphere 1s evident in neny weys.

There is en sbsence of show end formelity, both in speech snd retion. Pe-
letions of the officlels end people toward us, end of the Chinese rmong themselves,
ere open, direct end friendly. MAQ Tse~tung end other leadere cre universally
spoken of with respect (amcunting in the cese of Meo to & sort of venerrticn)
but these men are approecheble end subservience toward them is completely luck-
ing. They mingle fresly in groups.

Bodyguards, gendnrmes and the cleptrop of Chungking officieldom ore plso
completely lacking. To the casual eye there are no police irn Yensn. And very
few eoldlers ere seen.
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There are also no begiers, nor signs of despernte poverty.

Clothing end living ere very simple., Almost everyone except the pemsents
werr the seme plein Chungehan type uniform of nntive ecotton cloth. We heve seen
no elgns of ostentetion in drese, living, cor enterteining.

Women nct only wear precticelly the eame clothes (trousers, sandels or cloth
shoer, and often v Russien type smock), they ect end are trected es friendly
equels. Thelr openness and complete lack of self-consciousness 1s st first
elncst disccncerting. This does not mean familisrity: the spooning couples
seen Iin perke or qulet streets in Chungking would seem ss out of plece cg long
gowne, high heels or lipstick.

There ere ¢ grert nuwber of young people, both men ond women. This is
neturel with the universities end varicus Party treining schools. But there
ie generslly sn sir of maturity and sericusness rbout these students. They
have little time, one lesrnz, for loitering snd they hove most of them enrned
their kigher treining by herd work, generclly for the Perty. Those who ere here
ere Lere becnuse they went to be, snd they expect work end e very simple life.

These students from ell -wer Chins, meny from the ferwerd besee in the
guerrille zones, and the fact thet cne meets Government snd militery officiels
from nll over North Chine, giver the feelinp thet this ie » sort of nerve center
of important happenings. Students continuelly telk of going back to the
villeges or the frent to esrry on thelr work.

Morele is very high. The wer seems close end reel. There is no defertism,
but rether eonfidence., There ie no wer-wesrinese. One gets & feeling thnt
everycne hag r job. The progrem to meke every person s producer hos & recl
mesning. Those who deo not grow erops, work nt sowething like spinning. Each
morning we see our co-ed neighbore ct the university at their spinning wheele
outoslde their ecaves,

At the ssme time there ls time for ¢ grent decl of tolk cnd discussion.
There are continuel meetings.

Thie lelsure le notable in the case of the Party leaders. ne lenrns
thet they stey completely out of the Government end hold no routine teske of
thia time-ccnsuming cheracter.

People do not tnlk of "going bock to Shonghei™ as scon ce the wer is over.
People have mede themselves =t home here.

Towerd the rert of China, the mttitude is one of interest in conditlons
there but £ short of deteched sympathy becnuse they inow that eonditions ere so
much worse than here.

There is everywhere un emphusis on democricy and intimate releticns with
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the common people., This 1s shomm in their culturnl work which is token very
sericusly. Drume cnd music heve token over the native folk forme of the country
people of this eree. Socirl daneing Includes dencing of the loeal folk dance.

People are sericous and tend to have o sense of » misslon. Put recrestlon
ie enecureged. One form of this, just menticned, 1s soelel deneing. At the
dinner glven for us after our crrivel, cll the most importent lenders joined in
the deneing In the most natwal end demoerstic manner.

There 12 a surprising rolitical eonscilcusnees. No metter who one questions —
barber or farmer or room attendent —- he cen give r good deseription of the
Commnist program for earrying on the wer. lie notice thrt moat of the coolles
walting on us rend the newspnper.

There is no teneion in the loerl siturtion — nec guerds when one enters
the city, no garriesrmec blockhouses on the hills (as were erporent in Lenchow
in 1943). One hears nothing of banditry or dieturbences in the country.

We paw & group of men merching down the road with no rrmed escort in
elght. We were told they were new recruite.

There 12 no criticlem of Perty leaders end no politicel telk.

At the same time there is no feelinp of restrrint or suppression. Foreigners
notice this particulerly after they hnve treveled in Kucminteng North China.
e are not burdened with people trying to question us under the guise of meiing
friends. Our interpreters cre aveileble when we want them. WNo ~ne bothers
te loek thelr rocms. e welk freely where we wish. The correspondents have
hed no censorship.

The lenders make excellent personal impressions. The military men look
snd tct like caprble military men. Meo hes more warmth ond magnetism then
would be expected from the generally poor pletures of him.

The generel feeling is of celn self-confidence — self-respect. Genercl
YEH luughed ebout the weepons of the Communist armies, "But,” he snid, "I
won't apologize. It was rll we hed, snd we fought with them.® Thinge hrppen
pretty well in o business-like wey.

To the skeptlcel, the general rstmosphere st Yenen can be comprred toc thet
of # rether smnll, sectrrisn college —— or e religious suwmer conference. There
is ¢ blt of the emugness, self-rightecusness, and eonscious fellowship.

I had 2 little bit of thie feeling durlng the first few days. Later I
found mysell egreeing with one of the correspondente, a man who has been long
in Chinn, when he seid: "We have come to the mounteinz of North Shensi, to
find the most medern plece in Chine."

ASSTFIED
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I think now thrt further study and observetion will confirm thet whet is
seen At Yenan 1s r well integreted movement, with a politicel and economic
program, which it ie succesefully cerrying cut under competent leedera,

And thet while the Kuominteng hae loat ita eerly revelutionsry cherceter
end with thrt leoss disintegruted, the Communist Party, because of the strugrle
it hes hed to continue, hne kept ite revciuticnsry charseter, but hes growm to
s heclthy snd medercte maturity.

One cuannot heln coming to feel thut this movement 1i¢ stronp and successful,
end thet i1t hes such drive behind it end hns tied it=elf so closely to tle
people thrt it will not easily be killed.

John 8. Bervice
Approvea for tronsmission:

Devid D. Burrett
Colonel, G.8.C.
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MEMORANDUM FOR MISS TULLY

Attached are papers relating to a
telegram to Ambaseador Gauss in China,
whieh Secretary Hull inadvertently
brought back with him from the White
House this morning., It 1s understood
that the President indicated to the
gecretary his approval of the tele-
gram, and 1t has been gent,
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HEMORANDUM FOR MIBS TULLY

Attached are papers relating to a
telegram to Ambassador Gauss in China,
which Secretary Hull inadvertently
brought back with him from the White
Houge this morning. It 1s understood
that the President indicated to the
Secretary his approval of the tele-
gran, and it has been sent,

C. We Gray
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DEPARTMENT OF STATE
WASHINGTON
September 7, 1944

MEMORANDUM FOR THE FRESIDENT
SUBJECT: DRAFT OF TELEGRAM TO AMBASSADOR GAUSS.

There ls attached the draft of a telegram which it is
proposed to send to Chungking authorizlng Ambassador Gauss
to make a serious approach to Chlang Kal-shek in regard
to condltiona in China.

Following 1s a brief of portions of the telegrams
mentioned in the attached draft:

1159, The Ambassador suggests that 1t would be helpful
if the Generalissimo called all factlons (including the
Communists) into a military council and appealed to them to
accept with him joint responsibility for military operations,
glving them assurances that he wilshed to eliminate from the
military scene all internal pollitical maneuvers,

1205, Ambassador Gauss feels that the situation can
only be held together by radical measures to effect a united
front in China representative of all partles and elements
to share with Chieng the responsibllity for renewed resistance.
This would require a complete about face on the part of
Chiang and the Ambassador does not know that other elements
could be brought in even if Chiang agreea. He belleves,
however, that the step 13 worth tryl and that it should be
on the Presiden ti evel throug) plomatic channels,

1480, Chilang informed the Ambassador at some length
of his feeling regarding Chinese Communists, His attitude
was characterlized by the same pre judice and distrust as he
displayed in talking with the Vice President. He suggested
that we tell the Comrmnists to settle their differences
with and submit to the National Government. Ambassador Gauss
informed Chiang that we were not interested in the cause of
the Chinese Communists; that we were interested in an early
solution of the Chinese intemal problem; that the Chinese
Communlsts were reported to be supporting and following
Kuomintang princlples; and that there were many who belleved
that the Kuomintang had not kept its principles first and
foremost in mind with the result that there was disaffection

in
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in both military and other circles. The Ambassador then
suggested tp. Chlang the formation of a responsible war
councll which might be effective in dispelling mistrust.

1373, Atcheson, Counselor of Embassy, in speaking to
Dr. Sun Fo regarding a war council, said that the United
States Government had been strliving to build up China as
one of the Big Four; that the Unlted States wanted China
to exert effective influence in the Far East for post-war
stabllity and political and economic collaboration with
the United States and other nations; but that China, which
should actively help itself, was allowing the prospects
for a great future to be Sanpardizad by deterlioration not
only in the military field but also in the domestic and
international political scenes.

The Department a grees with Ambassador Gauss that the
sltuation in China 1s very serious, that the suggested
approach 1s worth trying, and that the approach should be
on the Presidentlial level, With this idea in mind the
attached draft telegram has been prepared for your approval.
Wie have examined the matter from all angles. We are not,
of course, convinced that the approach will obtain the
desired results but we are convinced that no avenue of
approach should be left unexplored which might prevent a
further deterioration in the situation in China with
resultant adverse effect upon our military operations.

There are a ttached two memoranda on China which I
believe you will find very helpful in your consideration
of the draft telegram.



DEPARTMENT COF STATE
DIVISICN OF CHINESE AFFAIRS

August 28, 1944
=
Mr, Secretary:

Hereunder is a summary of a despatch (no. 2733) from
Chungking transmitting and discussing a memorandum pre-
ared by John 8, Service, Second Secretary of Embasey.

r. Service outlines, with competence and insight, the
causees and character of the current weaknese of the Chinese
Government and makees recommendatione with regard to United
- States pollcy to meet the situation. If you can spare the
time, the covering deepatch and memorandum will well repsy
a reading.

The Chinese National Government =- the instrument of
the Kuomintang (Nestional People's Party) -- having during
its lifetime (i1.e. since 1927) falled tc adopt political
measures to broaden ite base of suprort or to institute
econome reforms (largely in the field of land tenure and
taxation), has under the stress of 7 yeare of war and in
the face of growing popular opvosition become progressively
"narrow" in peresonnel and viewpoint snd self-preservative
in politiecs.

Today although there 1eg widespread discatisfaction
with the Government, there ies no well organized oprposition
unlese the Chinese Communist group 1in north China can be
80 described. There are liberal groups, diseident military
elements, and selfish provincisl htereste, but they lack
coheslon and strong leadership. Reetrictive measuree of
the Kuomintang have concentrated power in the hands of the
ruling reactionary cliques,

The Kuomintang Government wae able to accomplliegh a
degree of unity in the country during the period 1930-1940
largely through the concentration of the taxing power in its
hande and the use of the nationasl revenuee in obtaining the
support of provincial military and political leadere. During
thies procese of unification there continued to exist, in
addition to the Chinese Communiete, a widespread but unorgani zed
liberal oprosition to the undemocratic policies of the Kuomintang.
The military blockade and economic deterioration (inflation)
during the war have greatly reduced the Government's effective
source of revenue and concomitantly ite abllity to retain
provineial loyalty. The Government faces a threat arieing
from disintegration of authority due to political and milltary
sectionaliem and to popular unrest caused by economic stresses

and dlesatiefaction with restrictive political policies.
Regiptance
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Resistance to Japan now constitutes the Government's
strongest, 1if not sole, clalm to loyalty and cement for
unity.

Chiang Kai-sghek ie, in the minds of the mass of
Chinese, the pereonification of the spirit of resletance to
Japan., For some years now Chlang has been able to retain
hle popularity in the face of the growlng unpopularity of
his Government. However, during the past year there hsass
been a noticeable decreace in his popularity and he has come
more and more to be sssociated in the minde of the critics
with the shortcomings of his Government, By character and
training Chlang shares the 1lliberal outlook of the cliques
that surround him but he has in the past shown himself blessed
with a degree of political acumen and flexibility which he
may again employ to 1lnstlitute reform measures to broaden the
base of the Government, There are no insuperable obstacles to
the adoptlion of such measures, Settlement of the differences
with the Chinese Communists, which now enervate politicasl and
military activity, could be reached if only there was a will
on the part of Chiang to do so. A coalition nstional council,
representative of all elemente in the body politiec, including
the Communiets, could be convened and given real authority.
Such a council would have the immediate effect of broadening
the base of popular support for the Government.

It ie not anticipated that there wil occur in the near
future a political crisis in the Chinese Government or an
econome collapse, It is anticipated that there will be
gradual deterloraticn in the politicel and eccnomic situaticns.

he United States Government 1s confronted with the gquestion,
not whether 1t should do something, but what it should do.
We cannot simply hope for improvement in China; we must work
for 1t, We do not wigh directly and actively to interfere in
the internal affairs of China but we should overlook no
oprortunity to indicate to the Chineese Government the line

of acticn we think it should teke to strengthen 1tself and
discharge ite obligations now and in the post-war period.
We should make clear our conception of the type of Chinese
Government which we bellieve will make poselble our close
collaboration with China in military, political, snd economc
matterse., In ghort, we should use our influence Jjudiclously
and conel:=tently, bearing in mind Chineese nationalist suscep-
tibilities, to guide China along democratic, cooperative
pathe.

CA:Vincent:JAD



DEPARTMENT OF STATE
DIVISION OF CHINESE AFFAIRS
August 9, 1944

Chungking's attached despatch no. 2733 of July 1
transmits a memorandum prepared by John 5. Service,
Second Secretary of Embassy detailed to General Stilwell's
ataff. The memorandum, together with the deepatch, deserve
careful attention ae a timely and valuable discusslon of
the vitsl queetion: To what 1s Kuomintang lncompetency
leading and what may be done to save the gituation?

Mr. Service's memorandum is well worth a full read-
ing. It 1s summari zd briefly in the Embaesy's despatch.

The Embasey finds no reaeon to anticipate an "early"
collapee & the Chungking regime or its negotlation of a
compromise peace with Japan. It agrees with Mr. Service
that "there is little more that we can now expect from
China ynder nﬁgﬂggi_;gnﬂlllgﬂa‘, but adde that this
gtatement 1s "to be qualified if there could be effected
a complete change o heart in the Generallssimo, in the other
leaders of party and government and in the important military
generals who have in the past coneldered 1t necessary to
coordinate theilr military operations with political maneuvers
as 2 means of retaining their personal influence".

The Embassy reiterates 1te mreviously expressed views
that our preseing Chinese probleme are: (1) To increese
our aid to China so that she might in time take an actlve
rother than a passive role in the war; (2) to induce the
Chinese to make such affirmative contributlon to the war
effort now ae is in their capacity; and (3) to divert the
Chinese Government from its Fascist-like tendencles 1nto
the direetlon of democracy to an extent thaet will make 1t
easy and natural for us to cooperate with China after the
wsr, With regard to (1), the Embassy feele that —- apart
from possible further Japanese successes —- the Chinese
military debacles in Honan and Hunan "have eliminated any
strong possibility that China can be expected geriously to
takew the offensive agalnst the Japanese without a complete
revitall mtion of the Chinese armies and their command".
As regarde (2), the Embassy feels that the Chungking Govern-
ment's recent degree of cooperation in the construction of
airfields and other American military projects and 1ts
coneent to an Amerlecan military miseion to Yenan are about
all that can be expected "in the way of major cooperatlon
in the prosecution of the hostilitles against the enemy

unlessg—=—-—
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unlegs....the Generalissimo would and could reorganize the
political and military establlehment into ef fective instru-
mente devoted whole-heartedly" to the war effort.

In the opinion of the Embassy, "of incalculable long-
renge importance is the task of influencing the Chinese
leaders into political and economic pathe that will lead
t:¢. Sino-American collaboration and mutual beneflit 1n the
kind of post-war world for which we are striving. The
Generalissimo ie the only instrument by which the present
military and political situation can be lmproved; he 1is the
principal inetrument by which a change in present Chinese
anti-demoeratic internal tendencies and 1lliberal international
commercial =nd political tendencles can be effected., There ls
no one around him or in the Chinese Government who has the
courage to talk honestly with him, to argue with him or openly
to oprose him, A direct American approach would appéar to be
the only means open to us having poseibllity of cuick success,
If such approach should be decided upon 1t should, of course,
be made not only in the plainest and frankeet of terms (and 1n all
friendliness) but must purport to issue from the highest American
authority and to have unequivoecally the fullest backing of the
President and the American Government,"

While Ambag=ador Gauss has already been holding con-
versatione looking toward persnasion of the Generallselmo to
reorient his policles along the general lines indlcated by
the Embaesy in despatch 2733, 1t 1s bellieved that thie
despatch provides a helpful basis for further study of our
policies with particular reference to the poseible advis-
ability of recommending gpeciflg measures such as those
sugeested by Mr., Service.

CA:Chage:MHP
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(Submitted with Chungking's Dispatoh No. 2733,
of July 1, 1044)

The situation in China is rapidly becoming oritical.
The Japanese gamble that slow strangulation would not
force the XKuomintang to right a people's war has been
guccessful. The poesition of the Kuomintang and the .
Generalissimo 1s weakening and there is taking place a
progressive internal breakdown. The Kuomintang is not
only proving iteelf incapable of averting this debacle
but its pollicies--internal, economio, roriitn and military--
are precipitating the orisis. The fundamental cause of
this short-sighted bankruptcy of the Kuomintang policles
is that, lacking the broad base of popular support, it
is allowing the maintenance of its power to overrule all
other conelderations.

We must be concerned because these poliocles, unless
checked by the internal opposition they evoke and by
friendly foreign influence, seem certain to bring about a
collapse which will be disacstrous to our immedlate military
plans and our long-term intereste in the Far East. We
cannot afford to sacrifice our interests and withdraw
from China.

China is dependent on the United States, and as the
ocrisis deepens the Kuomintang must appeal to us for ald.
It will be useless to oontinue giving this aid in the
past haphazard manner. The orux of all important Chinese
problemg--military, economic, and political--1s democratioc
reform. We must therefore base our support on a positive
poliey of attempti to further thie democratic reform.
Such a policy will benefit both ourselves and China, and
will be welcomed by a majority of the Chinese people.

Sucoessful democratization must be brought about by
the latent forces within China. The implementation of
our polioy depends on olose coordination of our activities
in China, the tactful, indirect ex<rtion of suggestive
pres-ure on the Kuomintang, and the careful encouragement
of these demooratic forces.



September 7, 1944
MEMORANDUM FOR THE PRES IDENT
SUBJECT: DRAFT OF TELEGRAM TO AMBASSADOR GAUSS.

Thore is attached the draft of a telegram whieh 1t is
propoaed to send to authoriging Ambassador Causs
to make a serlous ap) te Chiang Kal-shek in regard
to econditions in Chi.na.

Following is a brief of portions of the telegrans
mentioned in the attached draft:

The Anbassador suggests that 1% would be helpful
if ¢ neralissimo ealled faetions (lacluding the
Communists) into a wilitary ocuneil and apyesled to them to
accept with him Joint res;cnsibility for military operations,
giving them a:ssurances that he wished to ecliminate from the
military scene all internal politlcal maneuvers,

05, Ambassador GCauss feels that the siltuation ean
only old together radical measures to effect a united
front in China representative of all parties and elements
to ahare with Chiang the responalbility for renewed resistance.
- This would require a eomplete about fauce on the part of
Chiang and the Ambassador does not lmow that other elements

;m 2 ought 11: -m. Chlang lcru% Hﬂbuii eves be
on the fretfential Tovel B A0t & et

Chiang informed the Anbassador at some le
Mm regarding Chinese Comsunists, Hils -ttm-

of

was characteriszed by the same prejudice and distrust as he
dh:hqd in talking with the Vice President., e sugrested
that we tell the Communists to settle thelr differences
with and submit to the National Government. Ambassador Causg
informed Chiang that we were not Interested in the cause of
the Chinese Ceommunistsj that we were interested in an early
solution of the Chinese intemal problem; that the Chinose
ﬂ::nhn :;i-- Hm‘k:“h‘:t orting amd rn.'l?*.}:-.‘lnh
Euomlntang neiples; were many belleved
that the Kuomin had not k.;p its prineiples first amd
foremost ln mind with the result that there was disaffection

in-
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in both milit and other eireles. The Ambassador them
sugprested b Ch the formation of a responsible war
couneil which might Le effective i1 dispelling mistrust,

Atoheson, Counselor of imbassy, iln speaking to
Dr. 8 regardiig a war council, sald that the United
States Covermment had beon striving to build up China as
one of the Rig Flethl.! the United tatea wanted China
to exert effeotive influence in the Far "ast for post-war
ptability and pelitlcal and economic ceollaboraticn with
ths 'nited States and other nationsj but that China, which
should actively help itaelfl, was allowing the prospects
for a great future tc be jeopardlszed by deterloration not
oenly in the military fleld but alse in the domestic and
international pollitical scenes.

The Lepartment a grees with Ambassader Gauss that the
situation 11 China 13 ve:y serious, that the sugrected
approach iz worth trﬁ.m, and that the approach should be
on the ‘residential ni. with this idea in mind the
attached draft tele rum has becn prepared for your ap roval,
¥e have exmained the matter from all angles. "¢ are not,
of course, oconvineed that the approash will obtaln the
desired results but we are convinced that no avenue of
approach should be left unexplored which might prevent a
further deterioration in the situation in China with
resultant adverse ef’ect upon our military operationa,

Theres are a ttached two memoranda on Chima which I

belleve you will find very helpful in yowr consideratlion
of the draft telegram. ;

CA:Vincent :M8



DEPARTMENT INCOMING DIVISION OF

Gy OF COMMUNICATIONS
STATE TELEGRAM AND RECORDS
FBH-864 Chungking wvia War
This telegram must be
Ly closely pargs . Dated Segptember 16, 1944

fore beil

to anyonge Rectd 2123 pem., 17th.

Secretary of & ’

Washington.

1567, September 16, 4 p.m.

JEPRR"® FOR THE SECRETARY AND THE PRESIDENT

CnEe I called on the Generalissimo accompanlied
by Atcheson afternocon fifteenth by appointment,
pursuant to our 1196, September 9, 4 pe.m., and had
friendly conversation of almost hour and half, Hils
attitude was agreeable throughout and he obviously i
gatrove to glve appearance of being receptive to
suggestion and comment and even of ready, or l
theoretical, concurrences Bubt I do not feel that ;
there has been any fundamental change in his attitude
toward the communist problem or that he has acquired
any realization that it would be practicable or
desirable to work for unity in China by other than
the means he has pursued through the years of disposing

of opposition and recalcitrance. There 1s reason to

belleve that in the light of his limited background
ExpErience
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experlence and training, he does not have any realistle
conception of either the character or uses of democracye.
As regards suggestion that I talk with the communist

representative Lin Tsu Han he at first seized upon it
a8 a springboard to ask that as & first essentlal I
Impress upon Lin that the Chinese communists must submit
unconditionally to the principle of unified military
command under the Generalissimo and to the political
control of the National Government, I stated that whille
I could not of course mcﬁiata between the Kunomintang
and the ccmmunists, I could appropriately express to

in the views of the American Govermment in general in
regard to the need of Chinese unity and the achieving
wholehearted unity with the Kuomintang both for the

sake of defending China from the Japanese and of Chinals
futures The Generalissimo later ralsed question
whEthFr if proposed conversation with Lin should take
place, communists mlight not publicize 1t for thelr own
purposes perhaps to indicate that Amerlcan Government
was countenancing or supporting them or at least was
medieting between them and National Government. I

sald that of course matter rested with the Generalissimo.

I would



I would undertake to talk with ILin only if Chiang
80 wished, and would awalt further word from him
in the matter.

Twoe As regards question of coalition war
council or simllar arrangement Chiang sald he was
already considering steps looking to thuf end but
changed immediately to a dissertation on the Peoples
Folitical Council now in session. Upon my metioning
that Peoples Politlcal Council was purely sdvisory
body he sald he assumed that our sugrestion did not

contemplate change in government structure, something

which should not be attempted at this time, I replied
that I looked upon participation of minority parties in

government as desirable; that a National Government 1is

frequently resorted to in times of crisias; but my

suggestlon dild not contemplate immediate reorganization

of government but ruther setting up of a War Council

on which civilian and military leaders of other parties

or groups would participate to face the problems of the

present situation, and to share responsibility. I

hoped that In this manner the distrust now so evident

between KML and communist could gradually be dissipated

and from

=3= #1567, September 16, 4 p.m., from Chungking via War
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and from there on the unification of China co?ld go

on to a more satisfactory basis in dus course, but

the Council should in my opinion have both authority
and responsibility, responsibllity being the sobering
Element in a couneil of factions established to meet

a crisis, Chilang sald again that he was "considering
steps" and expressed hope that "time would come" when
representatives of parties other than Kuomlintang could
be teken into the government,

Threes Whether expected early fall of Kweilin
will result in crystalization of so called southeast
jolnt defense movement is unknown. Meantime our
impression.from Chiang's remarks 1s that he is not
actually taking any steps to bring the dissident
military and other elements into line with the EOVE rn=
ment except as subordinates to himself who must
unquestionably obey his orders, From our various
sources we have had no indicntion that anything
constructive 1s being attempted or accomplished
Except that the Iim Hi Sen group in the southeast
is reported to have been persuaded not to make an
OpEn break with the government at this time for the

sake of
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sake of China's interests as a whole and that as the
Japanese campalgn progresses they may move eastward
and in their isolation merely set up some kind of
autonomous organization without publicizing it,
Hurley and Nelson were informed of your 1196,

Stilwell wos obsent from Chungkinge

GATUSS

NFPL
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Chungkinz, September 18, 1944,

President Franklin D, Roosevelt,
The White House,
Washington, D.C.

My dear LMr, President,

The wisit of Major-General Patrick Hurley and Mr, Donald
Nelson to China has not only been of great beneflt to my country
in the spheres of military affairs and economic reconstruction
but will also lay a firm foundation for military, economic and
political cooperation between China and the United States in
the future,

I am most grateful to you, Mr, President, for having sent
Major-General Hurley and Mr, Nelson to China, I have already
had many talks with them during which vliews have been frankly
exchanged, and in addition I have instructed my colleazues to
hold conferences with them at which many problems were discussed
fn detail, In spite of the pressure of my work, I have been able
to arrange to confer with them from time to time, The important
contributions they have made to China have caused me to feel
that China's military and economic situation would be far better
today if they had come to this country one or two years earlier,

The proposals which Mr, Nelson has made for China's economie
reconstruction meet with my full endorsement, Although NMr,
Nelson is returning to the United States, I hope you will send
him back to China again as soon as possible, preferably wilthin
one month, to work together with me in order to plan for China's

reconstruction in various fields both during and after the war,

(]
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I beg to inform you that I propose to invite L'r, Nelson to
serve as chief adviser to China's War Produectlion Zoard and

I earnestly hope that you will kindly consent to this arrange-
ment .,

I am still continuing to confer with Major-General Hurley
concerning militery cooperation, I cen assure you that T
shall lose ne time in discussing with Major-General Hurley
all plans and messures which are calculated to strengthen
our war effort against Japan and I shall put them into speady
execution in accordance with your wishes,

Other matters will be reported to you personally by
Mr, Nelson upen his arrival in Washington, Hoping that this

letter will find you in the best of health, I remain,
Sincerely yours,

(Slgned) CHIANG KAI-SHEK



EXECUTIVE YUAN
NATIONAL GOVERNMENT OF CHINA }d[
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Sentember 19, 1944,

My dﬁgr Mr, Preeldent:

I am gled to learn that you have returned
from Quebec., We of Eset Aela, eepeclially China, have
Tollowed with particular eagernese your conference
with Frime Minister Churchill, for 1t is upon the
momentous declelone whileh you reached that the people
of Aela place thelr hopes of swift victorles over the
common enemy, 1 would venture to add s few observationes
which I trust may be helpful at thle stage when those
declelons are awalting imolementation,

You have undoubtedly been informed of the
latest developmente in the China theatre, especilally
with regard to the Japaneee advance on Kwellin. It
ie obvioue that the present determined and intensified
drive of the enemy 1s calculated on the one hand, to
bocet the morale of the Japanese home front by freeh
militery operatione, and on the other hand, to compnlete
a direct line of communication from Manchurla down to
Bingapore, wlith a view to ensuring the unlnterunted
flow of supnlies, Finally, the enemy seeke to render
ineffective the “merican alr basee in China and prevent

the posslbility of allied forces landing on the China



coaBt.

At this time when world attention ls focused
on the eweeving victorles of Allied forces in Europe,
the Chinese Army, 1te etrength having been severely
drained after more than seven yeare of continuous
warfare, is battling on deeperately, with flesh and
blood, sgainset greater odde than ever before,

Af ter Pearl Harbor, when the Jananese war
machine was at ite height of triumph, the Chineee Army
inflicted heavy defeate on the enemy and euccessfully
defended etrateglc citiee like Changeha for years
againet repeated acsaults, Up to the present the
Japanese have been prevented from eetablishing a
elngle continuoue line of communication from north
to south which would have been of great strategle
edvantage to Jaoanese cperatione in the Southwest
Pacific., At the same time the bogglng down of a
million Jananecee soldiers in China made 1t impossible
for the Japaneee to opush on to Indla after thelr
conqueet of Burma and Malays, or move against Soviet
Rueslia following the initial succeeees of the Nazle,

These facte are well known to you, though
thelr elgnificance ie not generslly reallzed by others,
I have ventured to recanitulate them briefly because

I feel they have to be borne in mind in order to have

a proper eetimate of China's contribution to the global



war effort and of the fighting etrength of the Chinese
Army, The military reverses which China has suffered
in recent monthe are accounted for by the lack of
supnliee in materiel in the face of reinforced enemy
operatione and can in no way be attributed to any
weakening of morale, Theee eetbacke, however, soeak
sufficlently of the gravity of the situatlion which
calls for immediate and effective acsietance from
China's allies,

The Chineee peonle have held on throughout
the eseverest triale to walt for the day when the arsenal
of democracy, which has hitherto abundantly supplied
other allled powere, can equally furnish Chins with the
neceseary weapons of war, I understand that st the
Calre Conference plane were already lald for onerations
agailnet Japan which were to be put into effect simultaneously
with the opening of the front in Western Europe, MNow with
the imminent defeat of Germany, 1t ie submitted that the
time has come for the carrying out of the nlan without
further delay, If the preeent Jananeee advances in
China are not effectively checked and the enemy ie
allowed to entranch himeelf more firmly on the Aslatic
mainland, the war in the Far Eset may be prolonged

unnecesearily at the cost of inestimable sacrifices,



I have no doubt, Mr, President, that you
have reached grest declslons with Prime Minlster
Churehill concerning the phase of the war agalnst
Japan, but being aware of your conetant concern about
developments in the Far Eset, I have not hesitated to
eubmit theee cbeervations for your conslderation in
the hope that we may have your arssurance of immediate
measures for meeting the grave eltuation now confronting

us in the China theatre,
With high esteer and beet regsrds,
I am, Mr, Presldent,

Yours eincerely,

4‘;

Preeldent Franklin D, Hoosevelt
The #"hite Houee
Washington, D.C.



Dear Hermani
I am enclosing two copies of
White House press releases containing Hemry
Wallace's letter to the President on the
subject of his mission to China in 19hki.
Sineerely yours,

OEOROE M. ELSEY
Administrative Assistant
to ths President

"1“_“-

Liberarian
Franklin D. Rocsevelt Library
Hyde Park, New York
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CONFIDENTIAL: The following correspondence from the President to the
Vice President and attachments thereto are for sutomatic release at
7400 pom,, E.D0.T., Sunday, September 23, 1951, Mo portion, symopsis,
or intimation muy be published or broadcast before that time,

FLEASE GUARD .GAINST PREMATURE PUBLICATION OR ANNOUNCEENT,

JOSEFH SHORT
Secretary to the President

Septenbor 22, 1951

Dear Mr, Vice President:

I am sending you a copy of a letter, together
with certain documents, which I recently received from
Mr, Henry A. Wallace.

These papers deal with the facts of Mr. Wullacs's
trip to the Far East in 1944, and the part jlayed by his
advisers on that trip. These papers deal with cortain
matters which may be of interest to the Senate and its
Committees, I am therefore making Mr. Wallace's letter

available to you for use in such wuys as you deem

appropriata,
Very sincerely yours,
HARRY 5. TRUMAN
The Honorable
The Wice Fresident of the United Staten,
Washington, D. C.



Farvue,

South Salem,

New York.
Saptember 19, 1951,

Honorable Harry 5. Truman,
Fresident of the United States,
Washington, D, C.

Deur Mr, President,

During the last thre¢ weoks there has been considersble news-
paper and radio controversy as to what part John Carter Vincent and
Owen Lettimore played in my trip to the Far East in 1944, This con-
troversy arcee from certaln testimony beforc the Scnate Committee on
Internal Security during August. Therefore I have decided to make
availlable to you for what disposition you care to make of it the com=
plote file of my reports to President Roosevelt on my Far Eastem trip
in 1944, FParts of these reports were at one time looked on as secret
but with the situation s it is today thore is ne revason why these
reports should not be made availabls to the publie, I shall, of course,
teke no steps to publish this letter myself but I wish you to feel
complotely free to handle it in any way which you deoem will bost
minlster to the welfare of the United States,

The following comments as well as the doguments themselves
should clear up any confusion as to what I was trying to do in China.
The part of various individuals in my trip will alsc be made more
clear. In March of 1944 I wrote Secretary Hull asking him to designate
someone to accompany me on the projected trip and the State Department
named John Carter Vincent, then Chief of the Divielon of Chinese Affairs.
The OWI sent Owen Lattimore to handle publicity matters in China, I
passed through Soviet Asia on my way to China but China where the
gituation was criticel, formed the sole subjoct of my recommendations
to President Roosevelt, Those recomsendations were contained in two
related documents:-

First, a message drafted in Kunming, China on June 26, 1944
but which because of difficulties of communication from Kunming, was
eabled to the President from Now Delhi on June 28, 1944, This was
divided into two purts, the first part being a guick resume of the
political situcntion in Chino and of my talks in the days immediately
preceding with Generalissimo Chisng Kai-shek; end the second part, a
resume of the military situation, its implications and requirements.

Second, a formrl report to Frosident Roocsevelt covering
whole trip, including also certsdn longer term proposals about American
policy in China which I presented in person at the White Heuse on July 10,
1944,

These were the only documents originated by me and contained
211 recommendations of mine resulting from the trip. Mr. Vincent, of
eoursc, transmitted to the State Depart.ent the detailed, reportorial
account of my conversations with the Generalissimo which have already
been published in the Strte Department White Paper.

There has been testimony before the Senate Internal Security
Committee that Messrs. Vincent and Lattimore were members of the
Communist Farty at that time and were relicd on by the party leadership
to Pguide” me along the party line, Hence it is important to specify
the parts that these two men took in the recommendations thot I presented
to Fresident Roosevelt. As to Mr. Lattimore, he had no part whatever,
He did not contribute to and to the best of my knowledge knmew nothing
about elther the cable from New Delhi or the formal report to the
Fresident delivered in Washington., He offored me no political adwvice
at any time sufficdently significant to be recalled now, and when we
were togoether, he talked chicfly about scholarly subjects of common
intercst sich as the history of Chinese agriculture and the relation-
ship of the nomadie tribes with the settled peasantry.

1
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Mr. Vincent as the designated representative of the State
Department was naturally consulted by me when we were trovelling
together, Aside from serving as reporter at the meotings with Chiang
Koi=shek, his most importent part was his assistance in the preparation
of the two-part ceble sent from New Delhi, In Kunming, the knowledge
I had already gained in Chungking of the urguncy of the Chinese
situstion, and of the grave dungers of the Japanese offensive then
godng on in Erst China was heavily underlined by General C. L.
Chennault's presentction to me of the current military picture. In
the light «f this prescntation snd in response to Chiang Kai-shek's
roequest made of me on June 24 I declded to cable President Roosevelt
on June 26, Mr. Vincent joined in the advence discussions of the
projected cable, was present while it was drafted and concurred in
the result. The finished cable was, of course, mine but I was dis-
turbed by the fact that I was making far-reaching recomendnticns
without having had an opportunity to consult the Theater Commander,
General Joseph Stilwell, My recommendations were so drastic that
Vincent would certainly have urged that I get in touch with General
Stilwell if he (Vincent) had had objections. Instead Vincent concurred
in the cables of June 28,

On the other hand, as both Mr, Vincent and Secretary of
State Dean Acheson have stated, Mr, Vincent took no part in the prepa-
ration of my formal report to Fresident Hoosewvelt on July 10 and to
the best of my kmowledge was not aware of its contents, I wrote the
July 10 report myself and went &lone to the White House to present it
to the President. In doing the work of writing I made use of wvaricus
memoranda which had accusulated during the journey, some no doubt from
Vincent, Howewver, the strongest influence on me in preparing this
final report of July 10 was my recollection of the analyses offered me
by ocur then Ambassador to China, Clarence E. Gauss, who later occupled
one of the Republican places on the .xport-Import Bank Beoard,

With regard to the twe-part Kunming-New Delhi cable of June 28,
it should be said that the military recommendations conmtained therein
were the most important contribution I made while in China, These
recommendations were that China be separated from the command of General
Stilwell, that Oeneral Wedemeyer should be considered in the choice of
a new military commander in China, and that the new commander should
be given the additional assignment of "Personal representative" of the
President at Chungidng, The namo and record of General Wedemeyer are
enough to indicatc that the purport of these recommendations was the
opposite of pro-communist.

Some months later the change of military comrand I proposed
to the President was carried out at the most urgent plea of Chiang
Kai-shek, History suggests that if my recoemendations had been followed
when made, the Generalissimo would have avoided the disasters resulting
from the Japanese offensive in East China later that summer. And if
Chiang's government had thus been spered the terrible enfeeblement
resulting from these disasters, the chancus are good the Gencralissioo
would have been rullng China today.

The political section of the Nunming-MNew Delhi cable of
June 28 should be read with the atmosphere of that time in mind, Much
emphasis had been placed from the very beginning of the war on the
primery importence of "beating the Japs", and by the spring of 1544
even the most conservative Amerdcan publications were urging that the
Chinose communists could contribute substantislly te this end. Hoosevolt
talked to me befopre I left, not sbout political coolition in China,
but about "getting the two groups together to fight the war". Chiang
Kai-shek for internal politicsl reasons had, on his own indtiative so
I wos informed, opened talks between the Nationalists and the Cosunists
but, so he told me, with no prospect for success. When I cabled the
Prasident that "the attitude of Chiang Kal-shek towapds the problem
is so imbued with prejudice that I can see little prospect for satis-
factory long term sottlement” I was referring not to "politdcal
coalition” but to this "military problem” of "getting the two groups
together to fight the war." On the other hand, when I said that the
disintegration of the Chungking regime will leave in China a politiesd

o
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vacuun which will be filled in ways which you will undcrstand®, I was,
of course, waming against the possibility of s Communist political
triumph in China,

The July 10 report does not recommend eny political eoalition
between the government of Chiwng Koi-shek and the Chinese communists,
It was written, however, ngainst a Chinese political background which
is still quite unknown to most Americans., In bricf, one of the worst of
saveral ills from which the Chungidng government was suffering at the
time, was the absolute control of all positions of politienl, military
nnd economic power by an extreme pro=isian, anti-Ameriean group within
the Kucmintang, This was such emphasi zed by Ambnssador Gauss whe plainly
stated that this group in Chungking was doing the Chinese communists'
work for them, The more Western-minded, more effielsnt and more pro-
American Chinesc Maticnalist leaders had beon so completely driven from
power that Dr, T, V, Soong's appearance es interproter at my tzlks with
the Generalissimo was authoritatively roported to be his [irst umergence
from & sort of informal house arrest, while the most highly praised of
the Chinese Gencrals, General Chen Cheng, now Prime Mindster in Formosa,
hed been disedssed from all command some months before, These facts
are hinted at in my report to Roosevelt on July 10 in which it is noted
ns "significant" that "T. V. Scong tock no part in the discussions (with
the Goneralissimo) except me interpreter”, while Gencral Chen Cheng is
mentioned along with Gunurals Chang Fa-kwel and Fed Chung<hsi as the
sort of men who might rally the Chincse armies to greater offorts,

In this concluding scetion of this final repert to President
Roosevelt on July 10, a coalition is in fact suggested but not with the
Communists, Instead President Roosevelt is urged to use Amorican
politieal influence to "support" the "progressive banking and commercizl
leaders", the "large group of western trained men", and the "consider-
ablec group of gencrals and othur officers whe are neithur subservient
to the landlords nor afraid of the peasantry." In short I urged
Fresident Roosevelt to help the Generalissimo's govermment to help
itself, by bringing back to power the bettor men in the Chinese Nationalist
renks, These better and more enlightencd Nationalists, being more able
to stand on their own feet, were somewhat more indepondent of the
Gencralissimo than the extreme pro-asia groups. Hence it was nocessary
to polnt out to President Roocsevelt that if the desired chunges were
made in the Chinese Netionalist government, the Guneralissino's futurs
would depend on his "peliticsl sensitivity™, and his ability to make
himself the real leader of the reconstituted administraticn, Internal
reform at Chunking was, in short, my proposed means of avolding the
"revolution" and insuring the "ewvolution" that are referred to earlier
in this report of July 10. It is worth nuting that the Generzlissims
must have been thinking along parallel lines, sinee the extremists
began to lose their control and Dr. Soong and Gunural Chen Cheng wers
brought back to power by the Generalissimo hiuselfl during the same
month that I rendersd my report to President Roosewelt,

Such wore the reeommendations, such was the direction of the
influence of ry trip to the Far East in the spring of 1944, During the
years immediately following the end of the war uy thinking about Chinese
problems underwent a sharp change. My views during this later puriod
Are known as Are now my views in 1944. HRocont events have led me to
the conclusion thet my Judgment in 1944 was the sound judgment, I
Append herewith a copy of the two-part Kunming-New Delhi cable of
June 28 in the War Department paraphrase glven to me when I returned
to Washlngton and of the final report tc President Roosewvelt of July 10
as presented by me to him,

Wishing you health and strength in shouldering
the tremendous burdens ahecad,
Mrs. Wallace joins me in asking you to
convey to Mrs, Truman and Margarct
our best regards;

Sincerely yuurs,

HENRY 4. WALLACE

-



July 10, 1%L

The Fresident

The White Houss
Dear Mr, President:

1 am handing you herewith a report cn my
trip to the Far East,

Sinceraly yours,

Hq- A Hll lace

10 July 1944

SUMMARY REFORT OF VICE FRESIDENT WALLACE'S VISIT IN CHINA

Our first step in China was at Tihua {Urumchi), capital of
Sinkiang province, The Governor, General Sheng Shih-tsal, is s typleal war-
lord, The Government is personal and carried out by thorough pelice
surveillance, Ninety percent (90%) of the population is non=Chiness,
mostly Uighur (Turki). Tensicn between Chinese and non-Chinese is
growing with little or no evidence of ability to deal effectively with
the problem, General Sheng, two years age pro-Soviet, is now anti-
Soviet, eaking life extremely difficult for the Soviet Consul General
and Soviet citizens in Sinkiang.

There seems little reascn to doubt that the difficultics in
ths early spring on the Sinkiang-Outer-Mongolia border wer: caused by
Chirese attempts to resettls Kazak nomads who fled into Outer-Mongelia,
were followed by Chincse troops who wers driven back by Mongols. The
Seviet Minister in Outer-Mongolia stated that Mongelian planes bombed
points in Sinkiang in retaliation for Chinese bambings in Cuter-
Mongolia, He did not appear concerned rogarding the situation now.

Soviet officials placed primary responsibility on General
Sheng for their difficulties in Sinklang but our Consul at Tihua and
our Embassy of ficials folt that Sheng was acting as a front for Chung-
king, willingly or unwittingly. Sinkiang is an area which will bear
close watching.

Dus to bad weather st Chungking, we stopped for two hours
at the large 20th Bomber Command (B-29) airfield near Chengtu. The
first bombing of Japan had taken place cnly a fow days befors, We
fourd morale good but complaint was freely made of inability to obtain
intelligence rogarding weathar and Japancse positions in north China
and leak of intelligence to the Japanese.

Summary of conversations with Frosident Chiang Kal-shek is
eontained in a separate memorandum, Principal topics discussed were:
(1) Adverse military situstion which Chiang attributed to low morale
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due to econcmic difficulties and to failure to start an all-out Burma
offensive in the spring as promised at Cairo; (2) Relations with the
Soviet Union and need for their betterment ‘n order to avoid possi-
bility of conflict (Chiang, obviously motivated by necessity rather
than eonviction, admitted the desirability of understanding with USSR,
and recuested our good offices in arranging for cunflﬂnuﬁ; (3)
Chinese Government-Communist relations, in regard to which Chiang
showsd himself so prejudiced against the communists that there sesmed
little prospect of satisfactory or enduring settlement as a result of
the negotiations new under way in Chungking; (L) Dispatch of the
United States Army Intelligence Group to north China, including Com-
munist areas, to which Chiang was initially opposed but on last day
agreed reluctantly but with apparent sincerity; (5) Need for reform in
China, particularly agrarian reform, to which Chiang agreed without
much indieation of personal interast,

It was significant that T. V. Socong took no part in the dis-
cussions except as an interpreter, Howswvur, in subsequent conversations
during visits outside of Chungking he was cuite outspoken, saying that
it wns essentisl thut something "dramatic" be dome to save the situa-
tion in China, that it was "five minutes to midnight" for the Chungking
government, Without bedng specific he spoke of need for greatly in-
creased United States Army air activity in China and for reformaticn of
Chungking government. He snid that Chiang was bewildared and that thera
ware already signs of disintegration of his authority. (Soong is
greatly ml;itt.urud by the treatment received from Chiang during the past
half yaar,

Conversations with Ambassader Gauss and other Americans indi-
chited discouragament regarding the situstion and need for positive
American leadership in China,

Mr. Wallace and Mr, Vincent called on Dr, Sun Fo and Madame
Sun Yat-sen, Dr. 5Sun had little to contribute. MHe was obvioualy on
guard, Madame Sun wis cutspoken. She described undemocratic condi-
tions to which she aseribed lack of popular support for government ;
sald that Dr, Sun Fo should bu spokesman for liberals whe could unite
under his leadership; end advised Mr, Wallace to speak frankly to
Prusident Chiang who was not informed of conditions in China, Madame
Sun's depth and sincerity of fooling is more impressive than her polit-
ical acumen but she is significant as an inspiration to Chinese 1ib-
erals, Dr. Sun Fo do:s not impross one as having strength of character
required for leadership but the fact that he is the son of Sun Yat-sen
makes him a potential front for liberals,

Mr, Vincent talk:d with Dr. Cue Tai-chi, former Foreign Min-
ister and for many yoars Ambassador in London, and to K. F. Chen,
landing banker, Thay see little hope in Chiang's leadership. Dr. CQue
spoke in support of Sun Fo under whom he thought a liboral coalition
was possible, CQuo is an intelligent but not a strong character,

K. P. Chen sndd that cconomic situation had reselved itself into a
race ngainst time; that new hope and help before the end of the year
might be effective in holding things togethar,

Conversations with other Chinese offieials in Chungking de-
veloped little of new interest, The Minister of Agriculture {Shen
Hung-lish, who incidentally knows little about agriculturs) shewed
himselfl an outspoken anti-communist, Goneral Ho Ying-chin, Chief of
Stafl and Minister of War, also an anti-communist, is influential as
a politieal rather than a military general, Dr. Chen Li=fu, Minister
of Education, a landing reactionary party politician, also had little
to say. Ironieally, he took Mr, Walluce to visit the Chinese Indus-
trial Cooperatives which he is endeavoring to bring under his control
to pravont their becoming a liboralizing sseinl influence.

Conwersations with provineial governmant officials were also
without much significance, As an ‘ndiestion of political tronds, thore
werg unconfimmed reperta that the provineial offieials in Yunnan,
Kwangsi, and Kwangtung provinces were planning a soalition to meet the
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situation in the event of disintegration of central government control,
In Szechuan province the Governor, Chang Chun, is a strong and loyal
friand of President Chiang, The loyalty of military factions, howsver,
is uncertain, In Kansu prevince the Governor, Ku Cheng-lun, is a mild
appearing reactionary who, during his days as Folice Commissioner in
Nanking, earned the title of "bloody Eu,"

Developments subsecuent to conversaticns with Generals
Chennault and Vincent im Kunming and Kwedlin have confirmed their pee-
simism with regard te the military situation in east China, Thers was
almost uwniform agresment among our military officers that unifiecation
of the American military effort in China, and better coordination of
our effort with thet of the Chinese, was absolutely essential, It wus
also the gereral belief that, the Japanose having during recent months
made China an active theatre of war, it was highly advisabls to take
more aggressive air action against such Japanese bases as Hankow, Canton,
Manking and Shanghai, Howover, the factor of loss of Chinese 1ife at
those places was recognized as an important consideraticn. It was the
gonsensus that Chinsse troops, when well fed, well eruipped, and well
lad, can be effectively used, A number of Chinese generals were men-
tioned as potentially good leaders. Among them were Gunerals Chen
Cheng, Chang Fa-kwel and Pai Chung-hsi,

In OQuter-Mongolia there is considerable avidence of healthy
progross, military preparedness, snd nationalistic spirit., Soviet in-
flusnce is without doubt strong but political and administrative con-
trol appear to be in the hands of capable Mongels. Any theught of
resumption of effective Chinese sovereignty would be unrealistie, On
the contrary, it is well to anticijate ccnsiderable agitation in
Inner-Hengolia for union with Outer-Mongolia after the war,

Speeific conclusiens and rocommendations regarding the situ-
ation in China were incorperited in teleprams dispatched from New
Delhi on June 28 (copies attached),

We should beir constantly in mind that the Ch ness, a non-
fighting people, have resisted the Japanese for seven yoars, Econcaic
hardship and uninspiring leadership have induced something akin to
physical and spiritusl snemia, There is wide-spread popular dislike
for the Kusmintang government, But there is also strong popular dis-
1like for the Jepanese and confidence in wictory.

Chiang, a man with an oriental military mind, sces his
authority threatened by economic deterieration, which he does not un-
derstand, and by sscial unrust symbolized in Communism, which he
thoroughly distrusts; and neither of which he can contrel by military
commands. He hoped thot aid from foralpgn allics would pull him out of
the hole into which an unenlightened administration (suppertad by
landlords, warlords and bankears) has sunk him and China,

Chiang is thoroughly "eastern” in thought nnd cutlook. Ho is
surrounded by a group of party stalwarts who irs similar in chiracter.
He has alse, reluctantly, placed cenfidence in westernizod Chinese ad-
visers (his wife and T. V. Socong are outstanding cxamplos) with rogard
to foreign relations. Now he feels thnt foraign allies have failed
him and sesks in that and the "communist menace” a scapegoat for his
covernment's failure, His hatrod of Chinose communists and distrust
of the USSR cause him to shy away from liberals, The failure of for-
cign aid has caused him to turn away [rom his uncongenial "wostorn"
advisers and draw closer to the group of "eastern" advisers for whom
he has a natural affinity and for whom he has been for yoars more A
foeal point and activating agent of policy than an actual leader,

At this time, thore seems to be no altermative to support of
Chiang., There is no Chinese leader or sroup now apparent of sufficient
strength to take over the government, We ean, however, while supporting
Chiang, influence him in svery possible way to adopt policies with the
guidonce of prograssive Chinese which will inspire popular support and
inatill now vitality into China's war effort., At the sime time, our
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attitude should be llexible encugh to permit utilization of any other
leader or group that might come forward offering greater promise,

Chiang, at best, is a short-term investment. It is not be-
lieved that he has the intelligence or political strength to run post=
war China, The leaders of post-war China will be brought forward by
evolution or revolution, and it now seoms more likely the latter,

FOSSIBLE POLICY LINE RELATIVE 10 LIBERAL ELEVENTS IN CHINA

Cur pelicy at the present time should not be limited to sup-
port of Chiang, It is essential to remember that we have in fact not
eimply besn supporting Chiang, tut a coalition, headed by Chiang and
supported by the landlords, the warlord group most closely associated
with the landlords, and the Kung group of bankers,

We can, as an alternative, support those slements which are
capable of foring a new coalition, better able to carry the war to
a conclusion and better qualified for the post=war neads of China,
Such a goalition could include progressive banking and commercial
leaders, of the K, P, Chen type, with a compotent understanding both
of their own country and of the contemporary Western world; the larpe
group of western-trained men whose outlook is not limited to perpetu-
ation of the old, landlord-dominated rural soclety of China; and the
cansiderable group of gunerals and othar officers who are noither
subservient to the landlords nor afraid of the peasantry.

The emergence of such a coalition gould be aided by the
manner of allotting both American military aid and ecconomic aid, and
by the formulation and statement of Amorican political aims and aym-
pathies, both in China and in regions adjacent to China,

The future of Chiang would then be dutermined by Chiang
himself. If he retains the political sensitivity and the ability to
call the turn which originally brought hiu to power, he will swing
over to the new coalition and head it. If mot, the new coalition will
in the natural course of avents produce its own leader,



PARAPHASE OF VICE FRESIDENT WALLACE'S
MASSA0E TO THE PRESIDANT
DRAFTID IH XUNIING JUNE 26
AUD DISPLTCHED FROM MEW DELHI
ADNT JUNE 28,

Hegsaga Ho. 1.

The discusuions Letwoen the representative of the Chinese
Corcaunists and those of thw Chinese Govirnment are taldng place in
Cmingicing but the attitude of Chisng Kai-shek toward the problem is
8¢ imbued with prejudice thut I can see little srospect for satise
factory long-term settlerent, Chiang lme mzsured me that anly
"nelitieal” meamures will be uscd to reach a settlemont,

Chian: expressed a desire for sn lmprovemont in relaticns
with Russia and for our assistance in bringing about a meeting of
representativos of China and lussias I emphasized to him the impor-
tance of reaching an undorstanding with Russia,.

The econemic, political and military situations in China
arc oxtremely discouraging. Tho worale of the Chinese'is low and
demoralization is a possibility with resulting disintogration of
contrel autuority. With rooard to the coonomie situstion, thurv is
1ittlo that we can do, and tho Chinose appuar incapable of coping
with it, Howover; a genural collapse decs not scem imincnt. Insta=
bility and tunscnces charnctorize the political situation with a
riving lack of confidunce in tho Gonuralissimo and the presont roac-
tlonary leadership of the Huomintang, With regard to tho milit. ry
eituation, I can only suy thet it might be worse, It is eritieal in
Hupan Provinee., Potuntialitios and plins arc in existiace for stiff-
ening China's defense suuth of tno city of Hongyang but thero is a
serious throat thot cast China ney be suvered from conboct with west
Citina, Morale in remoining froo China would of coursc be affoctad
by such a divolopmint,

Prior to tho rocoipt of your messsge of June 23 on ihc
subjoet of a U. 5. Army obacrver group procecding to north China to
oblain military intellizence, Chlang hod informod me of his ngrecment
to tin dispateh of tho group oo soon as it could be organized. Aftur
roceipt of your tolegram I m7ain discussed the matior in doteil with
Chinng. Oeneral Furris, Chicf of Staff in char ¢ of Guncrel Stilwell's
Headquartors at Chungking, was prosent and w. obtuined shat should
prove to bo the full coopuraticn of Chiang in arranging for thu carly
dispatch and cffuctive cperation of tho group.

Chizng Kai-shuk scims to be unsure rogarding tho political
situation; bowlldired rozarding the economic situation, and, while
ex rossing conliduncy in his crmy, distressed reg-rding militory
dovelopacnts, Current milltary rovorses amu attributed by him to
1w morale caused by oconomie diffic:ltics. He is corvincod that a
g-neral offcnaive in Burma carly this yoor would hove bolstored the
Chinose will to rosistance and ivwe preventod military reversos. He
has assured me that the Chincse will contimue to rosist to tac limit
of their ability but he displays disecuragoment rather than optimisn.

Our nocd is vitsl for a sore visorous ~md bottor coordinctod
United States Governmunt ropresontation in China. In its militery n=nd
ruluted politioal aspocts cur cffort in Ching roquires more positive
dircction and closer cooporation with the Chincso if this ara is to
be an wffective basis of opurutions ageinst the Japancse.,

Hussage No. 2.
Therw is 2 strong probability that cast China will be

sevired from west China in tho ncar future. It is the gonoral opinion
Hiat such a dovelopment eon only be provented by unforusccable chonoy.

#
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Thore orv wirlime cutis tos uith reard 4o the rapidity with which
the Japancoo auy be alle to cwrry out thuir intuptions. Althouth
the tinc factor a-y bu leonger then moot puople scem to oxpeot, I
focl that we ghowld be roepnred to sec all of cest Cnina in Joponeso
honds within throw or four woikss

The losc of cost China will mullify our military cffort
in thic aria. It will rlso prove o violunt political ond cconomic
sheck to tho Chun king rogimc.

Chine moy bu rendercd almost valuuluss as an allicd mili-
tary boso unlogs dotermined stops oo takon to lalt the disintogra-
tive proccss. Populer cnd military morale, both scriously impnired
alruady, must somchow bo strengthunod. A now offonsive effort must
sonunow bu organizod, primarily muurrilla in character probably.

It 15 nucousary nlso to considur political factors. Dds-
intogration of the Chungking rogime will leave in China o political
vacuam thich will be f111cd din wayas which you will undcrstand.

The forcgoing picture hes buoun drawn on the basis of the
bust nvailable inforrmetion to show you how serdous is the situation.
Howowor, tho situstion is far from hopuless and may actunlly be
turncd to both military end nolitieal advantege 1f tho right steps
ar. takcn promptly. The Gunoralissimo is alormed, anxious for
puidanes, and, 1 bolicowe, propored to mako drastic changos if wiscly
approachods Insucurdty has undurmined vostud intorests in the Gove
grimunt. It should be possible to imdueo Chiang to ostablish at
loast the scmblanec of & unditcd front necossary to the restoration
of Chincse morele and to mrocvtd thervafter to organizo a now offon=
siva uffort.

48 I took loave of Chiong, hoe requested no to ask you to
aupoint a poroonal roprosontative te scrve as lisison botwoon you
and nim, Coirton do wlart occupios somuwhat the same position betuc.n
Chirchill =#nd Chiong. In my opindon o move of this kind is strongly
indie-tod by the politico-military situation.

an Amorican Genersl efficor of tho highest ealiber; in
uhom politieal and military avihority will boot loast tomporarily
united, is noededs. It apposrs thet opornticns in Burmz make it
isposgible fer Gunural otilwell to maintain closc contoet with
Chiangs. Furthermore, Chiang informod ro that Stilwoll deos not
snjoy hie confidonee because of his alleoged inability to grasp ovor-
all political considurations. I do not think any officur in China
iz qunlificd to undortake the assigmment. Chennoult enjoys the
Geonoralissimo's full confidencu but he should not be romoved from
his presunt military posit.on. The assigmmunt should go to a man
whio oan (1) cstablish himscli 4in Chiang's confidonce to o degree
that the lotter will accapt his adviee in rogard to political as
will as military actions; (2) command all Anerican forces in Chinaj
znd (3) bring about full coordination butwoon Chinese and American
militnry ufferta. It is cssentinl that he commend Amerdican forces
in China becausc without this his offorts will ha:vu no substances
Ho mny ovun be Stilwell's deputy in Chinn with n right to deal di-
ructly 1ith the ~hite Houso on politiecal gquustiono or China may bo
sgparatod from Ounoiral Stilwell's prosont comiand.

Without the appointacnt of such a ruprosuntative you may
cxpoet the sltuntlon hore to drift continuously from bad to worse.
I bulivwe & roprosontative should be appointed and roach Chungking
bofure cast Ching is finally lost bo that ho can assumc control of
who situotion bofore it dogunorates too far,

Wnile I do not fool ecmpotent to propose an officer for
the joby the nome of Goneral wedumoyer has bocn recomiunded to me
and I am told that during his visit heroe he made himsulf pursona
rmreta to Chinngs
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DEPARTMENT OF STATE
WASHINGTON
September 25, 1944

MEMORANDUM FOR THE PRESIDENT
SteRel- SITUATION IN CEINA

The sum and substance of Chungking's attached telegram
no., 1567 is (1) that Chiang Kei-shek deferred decision on
the suggestion that he arrange for Ambassador Gauss to speak
to the Communist representative in regard to the need for
Chinese unity; (2) that Chiang, in response to the suggestion
that he establish a coalition military council, replied that
e wes "considering steps"; but (3) that Gauss feels there
has been no fundamental change in Chiang's attitude toward
the Communist and related problems of unity.

The impression which Ambassador Gauss received of
Chiang's reaction to our approach is not encouraging. How-
ever, it is believed that the approach was worth while. It
put on record with Chiang our feeling with regard to the
political situation in China. At the same time it may serve
to influence him to make changes which by conviction he would
never make, but which he may nevertheless make as a matter of
expediency in response to advice from us.

During past months, although there has been a deteriora-
tion in the situation in China, some developments are encourag-
ing: American press representatives were allowed to visit
Communist areas in north China; an American military intelli-
gence group has also been allowed to enter that area; press
censorship nhas been relaxed; there has been an unusual degree
of open discussion at the present session of the reople's
Politicel Counecil; and there is evidence that Chiang is tak-
ing steps to reform his Army. These developments have
occurred largely as a result of American press criticism
and friendly officiel approaches.

There is therefore reason to believe that a firm and
consistent exertion of influence upon Chiang may be effective
in at least bringing about an amelioration of unsatisfactory
conditions in China. While no early and general Aimprove-
ment is anticipated, it may be possible to arrest further
deterioration and prepare for more effective Chinese cocpera-
tion in future American operations in China and for coopera-

icrory|bion between China and the USSR in the event of Soviet mili-

tary action against Japan.

closure (to original only):
Chungking's mo. 1567, Cb%
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HEADQUARTERS FOURTEENTH AIR FORCE
A.P.0.627,C/O POSTMASTER
NEW YORK CITY, NEW YORK

OFFICE OF THE COMMANDING GENERAL

27 October, 1944.

The President,
The White House,

Washington, D. C.
Dear Mr. President:

Your kind letter of 2 October greatly encouraged
me, 88 your letters always do. I em entirely confident that you
will find a sound solution for the problem in China, complex and
difficult though it is. Without wishing to be presumptuous, I
would urge you not to lose heart by reason of what has occurred
here to date. MNo doubt the situation is eritical. No doubt strong
measures are called for. Yet all my long experlence in China is
on the side of the conclusion that we still have it in our power
te achieve all the sims of American policy in this area.

I have just heard, unofficimlly, from Chungking
that General Wedemeyer is shortly to assume command of the China
Theatre. In my judgment, you could have chosen no better man.

He has vision, tact, generosity and strength of character--all
the qualities needed to establish a good working relationship with
the Generalissimo. I need not add that, for what it is worth, he
will have my unqualified support. I predict that you will see
signs of real progress before very long.

Since I suspect you may share my pleasure in Jap-
aneseé shipping einking and sunk, I inclose some photographs of the
results of our Hong Kong raid on October 16, which we timed to
follow up Admiral Halsey's great Formosa operation. A tabulation
of the results is attached. In our small way, we also made them
puffer,

In closing, if you will permit & personal word, I
lhﬁddlihtamthtludﬂlofunwbhammimpirudhr
the leadership which is carrying us from victory to victory in
every quarter of the globe. We rely on it.

With warm personal regards, I am

Very sincere ?n's
L] 1 —
Cse L.

Major General, U.S5.X.; =
Commanding .

Incl:
Photographs
Tabulation of resulte

- ——— - ]
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13 November 1944

MEMORANDUM FOR ADMIRAL LEAHY:

I believe it would be of interest to the
President to read the attached messege from
Wedemeyer as he had a previous message from

Hurley on this matter.

e r Rosaavelt Library
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TP SEERET

10 November 1944

To: Genersl Marshsll

From: General Vedemeyer

l. There can be no doubt that the immediete situation in Chine is
serious &nd continues to deteriorate. Kweilin is prectically surrounded
and the fell of Liuchow is imminent end the disorganizetion and muddled
planning of the Chinese is beyond comprehension. We are teking steps to
stebilize the situstion &nd ure striving to collect and dispose appropriete
forces for that purpose. Ve have emphasized to the Generalissimo the
serious Implications of the loss of the Kunming =res pointing cut that we
would lose important air bases end vital supply terminal. Vhat I did not
tell him but presume he realizes, and what we must beer in mind, is the
feet thet the loss of the Kunming eres may result in the disintegration
of Chine politically and militerily. If this should come to pass the
epproximate 25 Japanege divisions as well as massing eir formations now
conteined in central and south China might be relessed for employment
elsevhere including the Philippines and SEAC aress.

2. I agree in generel with Hurley's message to the President
relative to the existing situstion in China, however, desire to submit
the following specific comments on points reaised in that MeSSELE.

(8) The stetement that the Chinese ermies have the menpower
but lack equipment end supplies should be considered in cases of following:

Back in the Statez one visuslizes greatest reservoir
of manpower aveilable in Chine for military service. This should be so
in a population of approximately 420,000,000 people. The fact thet the
country is not highly industrielized results in the use of & disproporticnate
number (by our standards) of able-bodied men in agriculture, industry and
commmications, all of which absort enormous numbers of men. The enemy
controle vast erees of Chins precluding sltogether or restricting recruit-
ment in such arees. Melnutrition, lack of hygiene, poor sanitation and
deplorable medical service all contribute to reduce the number of men
physically able to perform militery service. Finally e sound replacement
program simply does not exist for there are so meny officiale involved with
their narrow and unserupulous self interest that it has not been poseible
to mobilize forces in an efficient manner. General Hurley is correct when
he states that the present Chinese military forces lsck equipment and sup-
plies. I should algo add training.

Frenklin [. Fooesvelt Library
EOLASSIFED
-1 - L]?;ﬁ i”i‘l- b200.9 (B:/27/56R)
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TOP SEGRET

(B) With reference to sllocation of tonnage to the 1l4th
U.8. Air Force and the role of air in the theater, I desire to state
the following:

(1) The lith U.S. Air Force hes been allotted 14,170
tous for this month (November). Past allocations sllowed:

October 11,876
September 8,420
3 &
J »
June 12,537

It is not correct that VIR has received bulk of tonnege. General
Hurley's suggestion to sbanden 211 VIR operations here ie too drastie.
I suggest that theater commenders should be directed to meke recom-
mendetions in the premises.

(2) FExperience in China snd other battle aress proves
irrefutebly thet air operations strongly assist but do not stop enemy
edvances unless the conditions created by such air effort are promptly
and vigorously exploited by Ground Forces.

(3) Allotment of tonnage to VLR bombing for month of
Nevember is 7,197 tons. Befeore recommending sbandenment of sll VIH
operations in this theater, I should like to give the subject
further study.

3. + would like you to consider the employment of VLR ageinst
less remote objectives for example 100 VIR's carrying maximum losd could
practically destroy and certainly seriously disrupt the foecal point of Jap
commnications in Hankow. A similar strike might very profitably be
directed against Shenghei and yet another feasible objective would be Canton.

4+ I sgree with Genersl Hurley thet we must bring ebout concerted

effort by Netionalized Communist troops end believe that we should include
the speciel Provincial Armies end prime donna war lords &nd govermors of
provinces. Whether this cen be accomplished I am not mow in & position to
gtete. You mey be sure the effort will be made to cut through red taps,
circumvent intrigue end bring about the effective &nd concerted employment
of any &nd all aveilable meens. e must not only stetilize the present
gituetion and insure the retention of effective air bases remaining in eress
under our control but we will plaen operations air and ground thet will con-
tribute to our Paciflc effort in conscnance with my directive.

Frenklin D. Reoraevelt Library

AEGLASSIFED
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November 15, 1944.

Dear FPvans:-

I am delighted to see those letters.
Things in Chungking look a little better, and
T am hoping and praying for a real working
out of the situstion with the so-called
Comrunists.

Take care of that arm. I hope to
see you some day SO00n.

With my best wishes,

Very sincerely yours,

Lieutenant colonel Ivans F. Carlson,

. ReF«D. Route #2, Box
Escondido, -, o &
California.



PSP CLin

RFD Route #2, Box 3585 ¥
Personal and Confidential Fscondide, ralifornia

28 nctober 1944

Dear Mr. Preaident:

The immediate occasion of this letter is to tell you
how pratified T am over the news that an &merican military mission is amctually
working with the Chinese 18th froup Army at Yenan. T realize that any effort
to influence the trend of internal affairs of another country is an extremely
delicate matter. In the case of China T have felt that there was some
Justification on the rrounds that internal friction would impair China's war
effort agminst Japan. T believe that the members of our military mission will
become convinced, as T am cowinced, that the leaders of the so-called Commnist
Armies of China are more trustworthy than are those of most of the Kuomintang
units, and that they will be more useful in bringing to us the cooperation of
the people when we commence military operations on the Asiatie mainland.

T enclose for your informatlion a copy of a letter which T
recently recelived from four of the top rankine officers of the Bth Route Army.
Chu Teh is the Commander in rhief, and Yeh Chien-¥Yin is his Chief of Staff.
Chow Fo-lai was formerly representative at Chuneking. WNieh Yung-chen commands
the "utail Shan area of Shansi province,

Your speech at Chicaro tonieht wans mapnificent. The human
mind is a fickle article and you reminded a lot of prople of many of the
accomplishments of the past twelve years which they are too prone to forget.
In these past twelve years the cause of democracy under your leadership has
made tremendous strides but at no time has your leadership been more sorely
needed than it will be in the dnys when peace is being formulated.

I appreciated more than T can express your visit to me at
the San Diero Naval Hospital. T am sorry that I have been unable to return to
active duty before this, but a slepe of malaria followed by jaundice retarded
the healing of my arm. The medicos plan to do a bone praft in about a month,
and I should be able to get back into the fray by the first of March.

With affectionate personal rerards, T am,

Sincerely,

The Honorable Franklin D. Rooseveit, w m
President of the United States ,£ 3
The Mhite House : )
wﬁ:ﬂhiﬂ#tm, o P i
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HEADOUARTFRS OF THF FIGHTH ROUTE ARMY

Yenan
Shenkanning Border Repion
Thina
Mupust 14, 1944.
Colonel Fvans F. rarlson
United Stetes ¥arine Morpa

Dear Colonel Carlson,

It is & lone time since we heve communieated and in the meantime the United
Statee has rone to war arainst our enemy , you yourself have distinpuished yourself
repeatedly in action at the head of a force trained in partisan tactiecs and the
spirit of the demoeratic people's war and finel » within the lnst few weeks, the
first American officers hive been caming to Yenan as Allies to work out ways of
no:fpmtiun apainat Japan. Tt is #ith an Ameriecan airplane that we send you this
letter,

The coming of our American friends is an important and lons desired cvent,

"e always knew, as you =nd other true friends of the Fhinese people knew, that if
¥e and our allies foucht topether and coordinated our activities our struprle would
be more effective, that of our allies wauld become easier and the victory of our
comzon cause would be accelerated. We were confident that nothine eould keep the
fipht of our forces in the rear of the enemy and that of our allies apart indefi-
nitely, and one of the causes of our confidence was the knowledre that friends like
you, true representatives of Ameriean democracy, were speaking, writine and workine
to make the truth about our strucele and the opportunities for cooperation evident
to all honest peopie who desire the Aefeat of Tmscism.

Ve have had Americans in air repions before the arrivel of the present American
Observer Section under Molonel Rarrett. Several of the brave pilots of Lhe Four-
teenth Air Force were forced down in our aress, six in the Fast River district of
Ewanptung after hombinkHongkone, two in our Honan-Hupeh-Anhweil rerion after bombing
Hankow, and one in the ™utai-shan rerion after attackine the Japanese on the Chengtai
rallway, and our army and people's forces were able to save all of them from the
enemy snd send them back to their base. Wow we have the Nbserver Section, consisting
of elphteen officers, here our mutual impression has been very rood. After seeing
the disintepration and defeat of rhinese foreces elsewhere as s result of reactionary
leadership they will be able to ro to our fronts and see the situation when the
people are riven an opportunity to fight for themselves. Althourh the blockade
continues and the disastrous poliey of tryine to fisht the eneny by passively waitine
for someone else to destroy him while sctively strusrline apminst the Communists
and the Chinese people has not been abandoved, the facts of the war have brought
about a first conlact cetween us and Ameries.

Many of your friends are now pathered in Yeman. “e were proud of your successes
and distressed to hear of your wound, fram which we hope you have now fully recovered,
e were happy to hear of your marriare which we hope will bring you joy. We have
lone wanted to send you a word of preeting and comradeship in the amti-Fascist
struggle and now the opportunity has come. Pleaze write anl tell us of your life
and work. i

With warm friemdship,

Thu Teh Chow Fn-1ni
Yeh thien-yin Wieh Yune-chen

Certified A True Copr: gﬂ!’* o agﬁq@u&\

Lt. Col., USMCR
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RFD Route #2, Box B58 F
Fecondido, falifornia
28 Dctober 1044

Dear Misas Tully:

I would a preciate it if - ou would hand the enclosed to the
President. T believe contents may be of interest to him.

I hope ml1 is well with you. The additional work and worry
ineident to the cawpaien certainly ha: n.t lichtened your burden at a time
when matters related to function=] administration are so numerocus and press-
ing.

It was awfully rood to see the Boss when he visited me at the
Naval Hospital in July. T thourht he looked awfuliy well,

I am reruperatins on a ranch some forty miles north of San
Mero. Am feeline Tit thourh my richt arm still has to underpo s bone preft.

With kind repards, T am,

Sincerely,

Qo T Cortions

Miss Grace Tully
The "hite House
Washineton, D.C.



THE UNDER SECRETARY OF STATE
WASHINGTON

November 16, 1944

MEMORANDUM FOR MISS GRACE TULLY

Subject: Major General Patrick J. Hurley

Atteched is a dreft of a wire to go from
the President to General Hurley, which I have

rrepared at the President's request.,

If the President approves the wire I feel
it should be sent through the map room, but it
would be helpful if you could let me have a

copy of the message a8 sent.

iould you please be good enough to ask the

mep room to notify me when & reply is received

from CGeneral Hurley?

DECLABSTFIED
k Btate Dept. Letter, 1.11.
By J. Schauble Date

———

Fes 7 i



DRAFT WIKRE TO MAJOR GENERAL PATRICK J. WURLEY

If agreeable, would like to appoint you as
/mbassador to China, Your intimate knowledge of
the situation there, both from the military and
diplomatic standpoints, I feel eminently qualifies
you for this important post during these present
eritical times.

DECLABSTFIED
Btate Dept. Letter, 1-11-72

o e e TER. 7.9
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/ THE WHITE HOUSE

WASHINGTON
November 20, 1944.

MEMORANDUM FOR
THE SECRETARY OF THE TREASURY

Dr. Aung gave me the encloaed.
The letter from the Generalissimo
of last January takes yp specifically
the Army expenditures but the memo-
randum of January 8, 1944 does seem
to make it clear that Ceneral
Marshall said the United States
would bear the cost of labor and
material of the Chengtu airdrome
construction.

Will you take this up with
Dr. Kung?

FI n. R'

(over)



%

\
\'.
Copy of telegram from the President to President
Chiang Kai-shek, 1/28/44, etc. in re militery
expenditures in China.
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MFMORANDUM ¥OR THE FILES:

Letter from H. H. Kung, Executive Yuan, National
Government of China, 11/16/44, to the President, in re
UsSe Army expenditures in China and the Chengtu airfieslds,
sent to the Secretary of the President as per notation
"Secretary of Treasury - To read % raturn for my files. FLDR".

11/28/44
hms
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THE WHITE HOUSE
WASHINGTON

November 22, 1944.

MEMORANDUM FOR
THE UNDER SECRETARY OF STATE

TO DO THE NECESSARY

F. D. R.

Confidential letter from H. H. Kung, 11/19/44,
to the President, stating that Preszident Chiang
would welcome General Patrick Hurley should he
be appointed Ambassador of the U.S.A. to China,



DEPARTMENT OF STATE
WABHINGTON

December 6, 1944

MEMORANDUM FOR MR. HOPKINS

Subject: Resignations of Dr. Kung and
other Chinese Officials

I am attaching copies of two memoranda which
mey be of interest to you in the light of your
conversation of a week or twe ago with Dr. Kung.

The memorandum on the Chinese Cabinet changes
was written directly after the announcement but
gtill represents in summary our best estimate of
the development.

The other memorandum concerns the General-
issimo's objection to Dr. Kung's resignations
from his other posts. You will note that the
Generalissimo is reported to have asked General
Hurley to advise the President of his continued
confidence in Dr. Kung. Dr. Kung is said to be
very curious to know whether the President re-
ceived such a message from General Hurley.

—/]
D 7))

LT
/

Enclosures: /
1. Memorandum of November 20.
2. Memorandum of Decémber 4.

Btate Dept Lotter, 14
| TR )
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November 20, 1944

SIGNIFICANCE OF RECENT CHINESE
CABINET CHANGES.

Chinese Cabinet changes are significant primerily
as indicating that Chiang considers it necessary to make
at least a gesture responsive to criticism of Government
administration in the recent People's Political Council
and throughout the country. Only time will tell whether
he really means to effect reforms. It is our belief that
he will, but that the reforms will not be far-reaching.

Encouragement with regard to the appointment of
General Chen Cheng as Minister of War is modified by the
retention of General Ho Ying-Chin as Chief of Staff. If
Chiang supports Chen there should be reform in military
administration in spite of probable friction between Chen
and Ho., He is very much persona non grata with the Russiens.

0. K. Yui, succeeding H. H. Kung as Minister of Finance,
has integrity but no great sbility. He is close to Chiang,
in a subordinate manner, having et one time been Chiang's
personal representative at Hong Kong.

The appointments of General Chen and O. K. Yui may have
the effect of bringing military and financial administration
more directly under Chiang, a development which in a way is
not encouraging. Further concentration of control in Chiang's
hands would have obviocus drawbacks.

Dr. Wang Shih-chieh as Minister of Intormation brings
to that office a man of ability who, it he is given a free
hand, should do something toward relaxing press censorship
and whose general influence in the Government should be
beneficial. Wang has conducted the negotietions with the
Chinese Communists in recent months and, subject to the
limitations placed upon him by Chiang, has worked sincerely
for a settlement.

Other appointments have no great significance.

T. V. Soong's appointment as State Councillor has no

significance.
DECLASSIFIRD ’
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It is believed that Chieng, in msking the changes,
has been more responsive to internal than to external
criticism (I am stressing this in press interviews).

The changes are not simply a "reshuttle". Good men have
come into the Government who, if backed by Chiang, should
be able to effect improvements in administration.

DECLASSIFIED

State Dept. Letter, HIEIEB 1 912
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December 4, 1944

RESIGNATION OF DR. H. H. KUNG ﬁ

Mr. J. Carter Vincent of the Department of
State lunched with Dr. H. H. Kung today. Dr. Kung
read aloud from recent telegrams exchanged between
himself and the Generalissimo, which were primarily
concerned with Kung's continuance as Vice President
of the Executive Yuan. Dr. Kung had resigned, but
Chiang had rejected his resignation. In his last
telegram of November 30, Kung had again requested
acceptance of his resignation.

During the meeting, & telegram was delivered
to Kung from the Chinese Minister of Food in Chung-
king, informing him that T. V. Scong had been ap-
pointed Acting President of the Executive Yuan.
Kung had, of course, heard the reports of Soong's
appointment, but the telegram was apparently the
first official informetion on the subject. This
would indicate that he is not being kept informed
in advance of what transpires in Chungking.

In one telegram to Kung, the Generalissimo
had suggested the appointment of Kung as Ambassador
to Washington, but Kung hed replied that he did not
wish to become Ambassador, end advised Chiang, if
he wished to remove Wei, to appoint someone else and
suggested T. V. Soong.

According to one of the telegrame, Chiang had
requested General Hurley to inform the President that
he (Chieng) wished Kung while in America to be re-
garded as his special representative. Chiang hed
explained that he wanted Kung to handle economic and
financisl matters of current and future concern in
American-Chinese relations.

Soong's

DECLASSIFIED
Btate Dept. Latter, 1.11.72
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Soong's appointment will place at the head of
the Cabinet a man generally regarded as more pro-
gressive and more competent than Kung. Although
he is not considered a liberal and is viewed by
both right and left elements with suspicion because
of perscnal ambition unidentified with principles,
Soong is believed to have the enlightenment and
political acumen to perceive that concessicns to
dissident liberal and Communist elemente in the
country and reform in the Government administra-
ticn are essential if Chiang's leadership is to
survive. Furthermore, his appointment keeps
"the family" in a pogition of high influence.

IFIED
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CAGEINg (CHINA).

Fleuse ormmunicates to ﬂu-ralﬁlim enlang fal-shek the
followl ug message from the ‘resideat:

JoTE 1 have reesived tirough isbassador uui your cessasge
of Yeceuber 6, 1944, ia wileh you state thet, although Ur. . il
Lang, your persinal represeatative, lhas real cned froz his son=
gurrent post of Linlater of Fiasnee, Ur, -uug stili) holds ths
fmportant positionsof Vice=i'resideant af the Nxeoutive Yuan sad
oo Governsr of tie Ceatral Baak of China; that you yourself
und the lational OCovernmsant of Chlna still have the fullesat
gonfidence ia hla and Lave sathorised his to goatinue nls work
is the Unlted Utates with shich he has been eatrusted by the
Chisese Goverameant; ead tuat is sll saffalrs -« flaanelal, monetary
and eoonoaleo = whion he 1o hendliag ia the United Ltates, Dy, Lang
still has full power %o represent tihe Chinese Goverameat.

In eompliance with your request I have taxen due cognizanoe
of Ur. hang's continuilng offieial astatus and povars us thus
defined and the conoerzed .seriea: agencies are balng appro-
priately iaforused. TFraislin U, Rocsevelt, UN UUTE

893.002/12-844

CAtAEC1ALE CA Fi M
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December 15, 1944

My dear Mr. Ambassador:

I have received your letter of
December 7, 1944, in which you convey
A message from the Presldent of the
Republic of China informing me in
regard to the official status and
powers of Dr. H. H. Kung.

An appropriate acknowledgment of
this message 1s being made through
the Americen Embassy at Chungking.

I am, my dear Mr. Ambassador,

Very sincerely yours,

FRANKLIN D, ROODSEVELI

His Exoellency
Dr. Wei Tao-ming,
Chinese Ambassador.



CHINESE EMBASSY
WASHINGTON 9. D. €.

December 7, 1944

My dear Mr. President:

I have the honor to forward to you the followling
message, dated December 6, 1944, addressed to you by the
Fresident of the Republiec of China:

"PRESIDENT ROOSEVELT:-

"I BEG TO DRAW YOUR ATTENTION TO THE FACT THAT
ALTHOUGH DR. H. H. KUNG, MY FERSONAL REPRE-
SENTATIVE, HAS RESICNED FROM HIS CONCURRENT
POST OF MINISTER OF FINAWCE, HE 3TILL HCOLDS
THE IMPORTANT POSITION OF VICE-FRESIDENT OF
THE EXECUTIVE YUAN AND THE GOVERNOR OF THE
CENTRAL BANK OF CHINA. 1 MYSELF AND THE
NATIONAL GOVERNMENT STILL HAVE THE FULLEST
CONFIDENCE IN HIM AND HAVE AUTHORIZED HIM TO
CONTINUE HIS WORK IN THE UNITED STATES WITH WHICH
HE HAS8 BEEN INSTRUCTED BY THE GOVERNMENT. 1IN
ALL AFFAIRS -~ FINANCIAL, MONETARY AND ECONCMIC -
WHICH HE IS HANDLING IN THE UNITED STATES, DR.

H. H. KUNG STILL HAS FULL FPOWER TO REFRESENT

THE CHINESE GOVERNMENT., YOU ARE KINDLY REQUESTED
TO TAKE COGNIZANCE OF THIS FACT AND ALSO TO
INFORM ALIL MEMBERS OF YOUR GOVERNMENT CONCERNED
TO THE SAME EFFECT IN ORDER TO FACILITATE THE
CLCSE COOPERATION BETWEEN OUR TWO COUNTRIES. *
CHIANG KAI-SHEK"

I am, my dear Mr. Presildent,

Very respectfully yours,

The Presldent of the United States

Washington, D. C.



GFFIGIAL DO MUNICATIGNS T8
THE BECRETARY OF STATE
WABHINETON, D C.

DEPARTMENT OF STATE
WASHINGTON

Dacember 13, 1244,

MEMORANDUM FOR MISE TULLY

The White House

I am enclecaing for the President's snprovsl a
telezgram acknowledging the receipt of a messare from
Generallssime Chlang Fai-shek definin: Dr. ¥, H..Kun-'s
official status and powers., The Denartment is addresss-
inz letters to the Tressury, War, ¥avy, Commerce, In-
terior, Asriculture end Labor Denartments and to the
Forelgn Econcmle Administreticn, informing those agencies
of the substance of the Cenersliassinc's messsce.

There is elsc enclecsed for the Presidert'!s sirna=-
ture 2 dreft acknowledsment te the Chinese Ambessadar .

Georre T. Surmerlin
Chiefl ol Frotocel

l. Draft telezram to Arerican
Erbasay, Chuncking,

2« Dreft letter to Chinese
Ambassador.

3. Letter form Chinese Ambassador,
returned.




December 13, 1944.

MEMORANDUM FOR MISS TULLX

The White House

With reference to the attached draft of a telegram
acknowledging the receipt of a message from Generalissimo
Chiang Kal-shek defining Dr. H. H. Kung's official status
and powers, the Department 1s addressing letters to the
Treasury, War, Navy, Commerce, Interior, Agriculture and
Labor Departmente and to the Foreign Economic Administra-
tion, informing those agencies of the substance of the
Generalissimo's message.

George T. Summerlin
Chief of Protocol

Enclosures:
l. Draft telegram to American
Eabasey, Chungking.
2. Draft letter to Chinese
Ambassador.
0. Letter from Chinese Ambassador,
returned.
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THE WHITE HOUSE

WASHINGTON
December 8, 1544.

MEMORANDUM FOR
THE STATE DEPARTMENT

To prepare a reply for
the President's signature 1if

one is necessary.

Grace G. !‘ul:l‘i!
PRIVATE SECRET

Ltr of 12/7/44 to the President from
Wei Tao lMing, Chinese Embassy, City;
transmitting message from Chiang kai-
shek, that altho Dr. H. He. Kung has
(Enclosure) resigned as his personal

representative, he still

has full power to repre-
sent the Chinese Govt in all financial,
monetary and economic affairs.



o

: .{ﬂ?ﬂff{"l‘ *’hﬂ:rh!‘{r'l‘fdl J-—yﬂ-)- Cfroiem. Foo £ i
e i #
f >4

THE WHITE HOUSE
WASHINGTON

December 23, 1944

Dear liss Tully:
lir. Nelson would very much appreciate
your handing to the Fresident the attached
secret report on China which they discussed
yesterday.
Sincerely yours,

Secretary to
Donald M. Nelson

Miss Grace G. Tully

Personal Secretary to the President
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THE WHITE HOUSE
WASHINGTOMN

December 20, 1544

My dear Mr. President:

This is my report to you on my work in China
this autumn. As I cabled you from Chungking on November 22,
the situation there has undergone marked improvement,
particularly with respect to the cooperation between the
Generalissimo and our military forces. It is clear, however,
that China is passing through her greatest crisis of the war,
Most of our military authorities in China believe that if
the Japanese are able to press their drive through Kweiyang,
they will direct their next thrust ageainst Kumming, rather
than Chungking. If Kunming were to fall, it is generally
agreed that China would cease to be an mctive belligerent.
Under those conditions, there is no doubt in my mind that
at least an additional year and possibly several additional
years of warfare, with en expenditure of many American lives,
would be reguired to beat Japan and liberate China.

Fortunately, the Generalissimo is working energet-
ically with General Wedemeyer to halt the Japanese advance,
If they are successful--and I think they will be--steady
progress from defensive to offensive warfare should follow
in the China theatre.

DECLASSIFIED
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My mein effort in China to date has been concentrated
on measures of imnediate Lenefit to the war effort. During my
visit to Chungking in September, I wes disturbed by the wide-
spread postwar thinking in official circles, and by e relative
lack of constructive war effort. This situation, I am glad to
report, has been largely corrected. China's government is now
throwing its weight into the job of winning the war. In my
many talks with Chinese leaders in November, postwar questions
were put aside by mutual agreement. With your approval, I
shall reserve postwar discussions in China until the Chinese

war effort is farther advanced.

Findings on China's War Effort

China's ability to wage war, as I found it in my
September visit to Chungking, was deteriorating rapidly,
General liedemeyer has no doubt reported the tragic defects
in the leadership, training, equipment, and supply of the
Chinese armies. The lonz persistence of these defects was
due in large part to the attitude of the Linistry of War,
which clung to traditional practices in the face of imminent
disaster.

Prior to the cabinet changes in November , this at-
titude was characteristic of most of the Generalissimo's
cabinet., The chief officials surrounding him rested on the

assumption that the United States would defeat Japan, and

DECLASSIFIER .
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that China could do little to help. Attempts to bring
about coopersation between the National Government and
so-called Communist China were sternly resisted by certain
key ministers. Although these ultra-conservative officials
were cbedient to the Generalissimo, their influence upon
him was profound. liost of the news that reached him was
filtered through their offices,

fihile the Chinese jovermment persisted in a
stand-pat military and political policy, her war economy
steadily disintegrated and production declined. Chinese
arsensls have been operating in the midst of war on only
557 of capacity. Operating rates of most other industries
have been even lower. The steel industry has been operating
at less than 207 of capacity.

another factor undermining China's war effort has
been her vicious price inflation. It has made hoarding
profitable and production unprofitable. To meet swiftly
rising costs of raw materials and labor, factories were
forced to raise prices, and China's war procurement agencies
were unable to meet those prices. The bad price situation
has been further aggravated by uneconomical production
practices in key industries.

Moreover, the Chinese Uinistry of Finance and the
four govermment banks had established an excessively "tight"

policy. Funds allocated for Ordnance Procurement were

DECLASSIFIED
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insufficient to keep arsenals and other war plante operating
at full cepamcity. The government banks had established
interest rates of over 407 per annum, together with certain
outmoded practices which made it virtually impossible for
war industries to borrow,

On another side, China's feeble war production
effort was handicapped by her unbelievable transportation
difficulties. Aas you know, there are only 6,000 trucks in
Chins and those old and in bad conditionm. Free China is
also desperately short of planes, liquid fuel, usable
rolling stock for the country's few small and unconnected
railroads, and spare parts.

The economic war effort of the nation was poorly
planned and entirely uncoordinated. Chinese Ordnance procure-
ment officers made little use of plants owned by other agencies
of the govermment and by private sources. Government depart-
ments had no mechanism for cooperation with each other or with
private industry in the war effort. Procurement was Plece-meal,
Statements of requirements by govermment departments were
non-existent or completely unrealistic, Ko system of pricrities
existed, nor any mechanism to subsidize high cost production of
essential materials such as iron and steel.

Along with the military and economic vitality of the

nation, the morale of the Chinese people was being drained away,

DECLASSIFIED
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In September, I found the civilians of China wavering
between resigned reliance on the United States to defeat
Jopan, and bleak pessimism, Their will to vietory
withered for leck of strong moral lendership. In the
educated, salaried middle class, which has been nearly
ruined by the inflation, resentment of hoarding and
speculation by the wealthy, and of official corruption
had been steadily growing.

In recent years, leaders of the country, from
the Generalissimo down, have been unsable effectively to
rally the people to the war effort. It must be kept in
mind, too, that the civilians of China receive little
wer news, largely because of lack of communication, For
the most part, they have no feeling of participation in
the war. The lack of an army postal System and prevailing
illiteracy virtually prevent communication between civilians
and soldiers,

Although the Generalissimo is highly respected
and widely regarded as the one man capable of holding China
together, there are many rumors of disaffection among
powerful provincial leaders. For example, the allegiance
of the Governor of important Yunnan Province, General
Lung, is reported to hang by a thread, Such rumors, whether

true or not, depress morale,
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hction Taken

1t wus clear to General Hurley and to me, as
we faced the situation in Septewber, that if China was
not to drop out of the war as a belligerent, she had to
move rapidly, Swift action by the Generalissimo was the
goal of the talks which we had with him in September.
Such action obviously required the closest cooperation
with the representatives of this country. Your appoint-
ment of (eneral Wedemeyer to the command of the China
Theatre, your subsequent e&ppointment of General Hurley
&5 imbassador, and the arrival of the Americen war pro-
duction mission in China, laid the ground work for a
number of significant measures, since put into effect:

l. Active steps were taken to check the

Japanese advance. The diversion of Chinese

trocps from the border of Yensn Province to
the fighting zone in Kweichow suggests a
shift in attitude of the National Government
toward the Communists; while the movement of
Chinese troops from Burma to Kwelchow was the
work of the newly established military com-
mardin China. The latter development was
made possible only by close cooperation

among the Chinese, Americans, and Pritish,

In talks which I held at General Wedemeyer's
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request with randing American and British com-
manders in Calcutta and Ceylon, I found a
healthy understanding of the Chinese military
situation, and a willingness to make far-reaching
changes in campaign plans, so as to jive full
cooperation to General Wedemeyer. Of great im-
portance also is the fact that the Chinese
Service of Supply has now been put under the
comaand of General Wedemeyer.

The Chinese ljar Production Board was

established and is functiuninﬁ- In

September, I obtained the enthusiastic
agreement of the Generalissimo to create an
agency in the Chinese govermnment to plan

and coordinate Chinese war production and
related economic activities. Following

your approval in our Washinjton conversation

of November 2, T returned to China with a

small group of men who have had long experience
in American war production. (Qur first step was
to work with a group of Chinese officials headed
by Dr. Wong VWen-Hao, Minister of Economics, to
draft the basic law for & Chinese VWar Production

DECLASSIFIED
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Board. This law, which grants very wide powers,
was immedietely approved by the Generalissimo,
and hes since been passed by the Executive and
Legislative Yuans, We worked closely with
Dr. Tiong on organization and policy, partici-
pated in working up firm ordnance requirements
for the Chinese Army, and eided in winning
cooperation for the Cuinese Vur Production
Board from all Ministries of the Chinese
sovermment and from leading financial and
industrial groups.

For the first time, the Chinese sconomic
war effort is now coordinated. Two members
of the staff of the American War Production
Board have remained in Chungking to act as
my deputies in further advising the Chinese
Wiar Production Board on problems of policy
and operation. Excellent arrangenents also
have been made for close liaison between the
Chinese War Production Board and U. 5. Army
Ordnance, represented in Chungking by officers

of high ability,

DECLASSIFIED
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ds An American technical production mission has

begun work in China. By errangement with the

Foreign Yeonomiec Administration, on my return
to China in November, I brought with me six
American production speciamlists, five of whom
are experts in steel production, one in
aleohol production. These highly qualified
men immediately began to visit Chinsse
industry and to study production methods
there. They will work with Chinese plant
managers and povernment officials over a
period of three months with a view to
inereasing cutput, improving guality,

end reducing costs. Attention was focused

at once on measures to cbtain immediate
inereased production of entrenching tools,
smell arms, trench mortars and emmunition
needed by the Chinese Armies.

4. War production reguirements have been financed.

The four Chinese povernment banks have contracted
to lend 10 billion CNC to the Chiness War Pro-

duction Board to finance essential production

The urgent nead for additional working capital
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in many Chinese industries also made it neces-
sary that China's government banks reduce
interast rates for war produstion to w point
where management would once more find it
possible to borrow capital and borrow it
quickly. With the approval of the feneralissimo
I put the iesue before the newly appointed
Minister of Finence and participated in
negotiations among the Chiness War Pro-
duction Board, the Ministry of Finance,

and the four povernment banks. The bankers
agread to reduce interest rates on loans

for war oroduction purposes to 207 per annum,
or less than half the previous customary rate.,
The time necessary to negotiate & loan has
bean reduced from four or five months to a
few days., Complicated red tape in pranting
and servicing loans has baan sharply cut,

Additional transportation facilities have

been allocated to Chine. On Ootober 15,

after my return to the United States from
my first visit to China, I recommended and
You avproved the production of 10,000 ad-
ditional trucks for China, now sohedulad
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for production in 1945. At the sawe time
you spproved my negotiating with Genaral
Araold for 40 C=46 carzo planes for use of
the Chinese National Aviation Company; and
General Arnold arreed to this proposal,
deliveries to begin in Junuery or February,
1545,

Shifts were made in the Chinese Cabinet

with a view to strenrthening the war

effort. On November 27, the Generalissimo

announced a number of importent cabinet
changes, in whieh new ministers were ap=-
pointed for Vier, Finance, Education, and
Information. While these changes by no
means mark A new era in thas government, yet
they certainly represent a step toward a
more aggressive war policy. Following on
the heals of the cebinet reorganizetion,
end closely related to it, ocame important
changes in the Chinese system of military
supply and far closer cooperation betwsen
the Chinese and Armeriecan High Commend,
Conversations between the National Government

and Communist leaders looking toward war co-

operation were also buﬂg{ixgngrga
oy Deputy Archivist of the U.B,
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loves huve been made to bolster Chinese

civilian morale. The establishment of the

Chinese Wer Production PBoard and the arrivel
of the technical mission had an immediate
effect on the morale of the Chinese civilian.
These were the first constructive economic
achievements which the country had seen for

& long while. During November, I discussed
the morale problem with the Generslissimo,
end he stated that he would personally assume
responsibility for strengthening morale, with
the same purpose, I accepted an invitation to
address the Praesidium and Resident Members of
the People's Political Counsel in Chungking=-
China's nearest approsch to a representative
legislative body. Taking the need for co-
operation within China as my theme, I also
telked before the China-American Institute

of Cultural Relations, as well as to leaders
of Chinese industry and finance. Before 1
left Chungking, I attended a Joint meeting

of the Chinese Var Production Board, the
Ministry of Informetion, and the American OWI,

to discuss the possibility of reaching
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Chinese workers with inspirational and

educational meterial, A cabled report

from Chungking states thut such material

is beginuing to be mctively used in factories.

Results
The Kweiyang-Kungming-Chungking triangle, with its
ereat agricultural wealth, and the possibility of driving the
Americens out of China, may prove an irresistible temptation
to the Japanese. Appurently, they have men and supplies
available, should they decide on another offensive aimed at
Kweiyang. In thut event, the crisis would arise again, The
morale of the Chinese armies in Eweichow, even as now re-
inforced, is still a doubtful factor. Fortunately, the recent
close cooperation between the Chinese and American military
may make & profound difference in the near future. On the whole,
time is now working for the Chinese--a new development,
In addition to the improvement in the military situation,

we can look for far-reaching gains on the economic front, as a
result of action taken this autumn in China, The 1945
schedule of the Chinese WPB for production of entrenching
tools and trench mortar shells is double the program
previously prepared by China's Ordnance Department, and
inereased production rates will be felt within the next few
weeks on the fighting fronts of China. Alecchol schedules

are similarly double rates Pl‘ﬁﬂﬁf;ﬁﬁ%ﬁfﬁf“ the arriwal of
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our mission. By spring of 1545, 1 expect the rate of China's
total war production should be at least double the November
rate.

The expectad opening of the Ledo-Burma road in
Fabruary for cne-way traffic, and the opening of the Calecutta-
Kunming pipeline--which will ba the longest in the world--will
greatly strengthen the supply situation, The Ledo-Burma road
should carry sbout 30,000 tons, and the pipeline should deliver
some 17,000 tons per month when they ares cperating smoothly,
in November ATC and CMAC flew ovar the Hump 37,000 tons of
cargo--a record fipure. Indications are that next summer we
should be getting into Kunming around 75,000 tons par month
of csargo from all sources. This compares with 25,000 tons in
September, 1544,

Increased and coordinated production, plus improved
transportation will meke itself felt in an accession of strangth
to the entire Chinese economy. Better distribution of regional
and loeal production, and less scarcity of manufacturad
products will be forces operating to check the inflation.

Over a periocd of time, tochnolopical improvement in an
expanding economy will mesan greeter productivity of ip-
dustrial workers, higher real wege levels, largor purchasing
bPower and tex returns, end more government funds with which
to tackle urgent problems such as inereasing per capita
DECLAGSIFIED
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The feeling that China's economy is being strengthened
and that the country's oroductive ability is prowing will do
more than any amount of propagenda to raise the morele of the
Chinese people and hearten them for a sustained and intensifiasd
war effort. Growing confidence in the national future will
make for greater rovernmental affactivensss and stability, as
will experience gained in war production planning, which is
teaching the advantages and techniques of coopsration.

The zovernment should also benefit from its closer
relations with industry. At the seme time, the heightened
status of Chinese industry under the VWar Prnduction Board will
tend to exert a liberalizing influence. Under that influence,
there is more likelihood that moderate elements in the Kuominteng
will continue to pein power, adding to the chances of renuine
cooperation between the national povernment and the Communists.
Such cooperation, if attainable, will be of historical importance
both in speeding the propress of the war and in strengthening
the bases of the peace.

The suocess of China's venture in planned war pro-
duetien, if properly followed up through American rovernment
and business channels, will meke for closa postwar economic
relations between China and the United States. China has the
capacity and the desire to develop herself industrially with

American aid. If that aid is realistically planned, and if

DECLASSIFIED
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financial arrangements are put on a sound business basis,

China should scon after the war begin to replace Japan as the
leading industrial nation of the Urient. In that event, a
market of enormous size should progressively open up for
American export industries., I believe, too, that with American
guidance, China's development can be turned into peaceful and
democratic channels, eliminating much of the fear of war which
has for so long shaped political attitudes in the Orient and
South Pacific.

Hecommendations

The creative work in aiding China to organize her
econamy effectively for war is virtually completed. From
this time forward, our job will be to sustain and advise the
Chinese War Producticn Board on & day to day basis. Arrange=-
ments have been made to this end, and continuous reports will
keep me in close touch with the situation. TWith a view to
ereating the most favorable background for my deputies in
China, I have tentatively accepted, subject to your approval,
an invitation from the Generalissimo to become High Economic
Advisor to the Chinese Govermment.

Jfter leaving China on December 4, I stopped at
Pearl Harbor to acquaint Admiral Nimitz with the existing
Chinese situation. 1In the course of our comversation, I

found that the information which had reached the Admiral

IROLASSIFIED
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through usual shannels did not accord with the facts as
Generel Hurley and I hed learnmed them. MAccordingly, 1 sup-
gested to Admiral Nimitz that arranrements be made with
General Hurley to transmit to him and to General MNacArthur
regular reports on the Chinese situation, as viewed by
General Hurley and Yeneral VWedemeyer.,

In the same conversation with Admiral Nimitz, we
discussed the importance of Chinese waterways for militery
transport, especially in the event of a coastal invasion of
China. Froper use of the waterways for war purposes would
undoubtedly require specisl river boats and equipment, and
the Admiral was deeply interested in this aspect of the matter.

If the Chinese war effort progresses well, I belisve
that the spring of 1945 would be a good time to begin work on
& postwar program of Chinese-American economic cooperation.

1 recommend that at that time, the military situation permitting,

8 seven-man American mission be appointed to po to China to work

with the Chinese Government in planning the progresaive

expansion of Chinese-American trade on a realistic business

basis. In my judgment, this Commission should comprise
business men of wide experience, high standing, and swareness
of America's stake in expanding foreign trade. To obtain the
kind of aid implieit in such a mission, the Chinese Fovernmaent,
I fesl sure, would make strenucus efforts to meet all pre-

requisite conditions, DECLASS IFIED
Br Deputy Archivist of the U.3.
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In the interest of healthy diplanatic relations, I
balleve it would be advisable to keep the govermnments of
Russia, Great Britain, Austrelia, and lew Zealand informed
of the measures we have taken and may hereafter take, in
eiding China to develop her economy. During my return trip
from China, I stopped ut Canberra and at Tlellington to talk
with members of the Australian and New Zealand govermments
both on the Chinese situstion, and on postwar trade problems.
Together with Mr. Velson Johnson, your Minister to Australia,
1 also visited Prime Minister Curtin at delbourne, where he
is convalescing in a hospitel from a recent serious illness,
and discussed with him the American and Australian positions
in postwar foreiyn trade.

I found the views of Prime Minister Curtin and of
Dr. Evatt, the Australian Minister for External Affairs,
particularly satisfying from an dwerican standpoint., Prime
Minister Fraser of Yew Zealand and Lr, Nash, the Minister of
Finasnce, were also sympathetic to the expansiocnist viewpoint
on foreign trade. I believe that both governments felt
pleased at having been given direct information on developments
in China; and they show keen interest in the considerably en-
larged potentialities of postwar trade between their countries

DECLASSIFIED
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As reports reach me on the progress of Chinese
war production, I shall, of course, keep you informed of
salient points.

Respectfully,

C t

Donald M. Nelson

The President

The White House

DECLASSIFIED
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R.A=1008 Chungking vio Novy
This tclogrom must be !
closcly paraphrasced beo- Deated Docomber 24, 1944

fore being communicoted

to anyonc, () Roe'd 12:10 Dene

Scercetary of State

Washing ton

.
FOR SECRET..Y 0 ST.T® UNLY.

Replying to your numbor 1681, Doccmber 20th,

W

In ¢11 my nopotlictiona it haa boon my understanding

thnt the poliey of the Unitod States in Cﬁin; - B
(1) To prevent the collapse nf the natiécial govern-

ment
(2) To sustcin Chiang Kai Shok as President of

[

thae Ropublle and Gonerclissimo of the armicsa,
(3) To hormonize rclations betwoon the Genorclissimo
ond tho imorieon Comirinder,
(4) To pronotc production of war supplics in
China cnd prevent cconomie collapse nnd
(5) To unify c£ll the military foeraccs of Chino
for thc purposce of dofentihdp Jopon.

.

This ia o brood outline of my mission. 1thon

I crrivad in Chine rolctlions betwoon the Gonorclissimo

pnd Gonernl Stilwell hrd approachod o deoadloclk,
Bottlea woro

DECLABSTFIND *
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Battles were being lost the Chinese Government wos
Tacing collapse., Stilwoll was rceclled, Thﬁ Ameriecan
General Wedcmeyer was appointed to succced Stilwell
as Chlef of Staff to the Gonerclissimo ond GCommandep
of Imerican forces in China, The China t eator wos
separated from the India-Burmo Theater, i/ith the
cooperation of tho Gnnornliéaimu General ‘iedencyer
has reorgenized the United States Lrmy St-ff in China
by:

(1) Relieving and rcplacing several hich officers
and ndding competent personnel,

(2) Under the dircetion of Chiang Koi Shek
Vledemeyer hns affectcd some drastie changes in both
the Chinecse Genoral Staff end Fidld Commends and hos
tlso regrouped armies and changed both tocties and
strategy.

(3) Wedemeyer has placed en imericen General in
command of the service of saupply and

{4) For dhe first time the juericon riud Cu..ose
military staffs ere coordineted and functioning to-
gether in a manner that is having o splendid effect
upon the morale of the armed forces,

During the period of military reorponizotion I

wias olso
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wes clso discussing with the Goneralissine ehan; cs

in the ndministrcation of the civil jovernment, Chinn
is o ropublic in nome only. It is n porsoncl govern-
mont. Perhonps it mipght be cnlled a bonovolont dicta=-
torship. The ovowed purpose of Chiang Kol Shek ond

his povernmont is to meke China o united indepondont
domoereey. J. governmoent of tho peoplc, for the people,
and by the people, to promote the progress of democratic
processes in administration. .Ls you will notc loter
these aro also the avowed objectives of the Chinese
Communist Party. The critics of Chizcng Knil Shek
espeeinlly smong Jroricons condemn him for not being
able to ereate a democracy in China during tho wor

and at once, It should be apparent to men of under-
stonding thot thoe crcention of o demoercey in China 1s
to be a long and difficult undertcoking ond ecnnot be
fully nchicved until the mrasos of Chinn hove been
oducateds The Genernlissimo hns sinee our orrival
made certain drastic chonpes in the membeors of his
cabinet ond the cdministrotion of the civil povornment.
The critiga soy he has not pone for enouh which of
course is true but he has pone quitﬂlc distonee for

a first sﬁep. He will o further, Tho. prosont

mombara
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members of the elivil ~dministration nre cooperating

with tho imericon Imbossy, the /[mericon nilitery
establishment and nll the .mericon aperncics, There
was in the past o tondency in the government to by-
pass the Embossy on somo mnttors and &cal through the
army and o corcllary tendency to bypanss the crmy
if it wes thought that dealing through the Embdssy
would be more expoditious. We have no desire to fix
responsibllity for thot siturtion on the EmlLassy the
army or the Chinese Gevernment. 'fe ~ro happy to report
thot the Generallssimo, the Foreipgn O0ffice, the
Natlonal Government of China, the Chinesc militory
officinls, the /merican militory officicls and the
Embrssy oare coopcrating and the results of the United
effort is beginning to show in the militory situction,

it the time I come herc Chiaong Kei 8Shek believed
that the Communist Porty in China was on instrument’ of
the Soviet Government of Russin. He is now convinced
thet the Russion Government does not recosnize the
Chinese Communist Porty ns Communists ot 21l ond that

(1) Russin is not supporting the Communist
Party in Cchine,

(2) Russin docs not want disscnsions or eivil
war in China and

(3) nRussia
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(3) Russin desirces more heormonious rclations
with Chinn,

These facts hove pone far toward c:.c:-nvincim;
Chiang Kai Shek thnt the Communist Farty in Chino is
not an ugnngg-ﬂf the Soviot., He now fuels that he cﬁn
reach o sottlement with the Communist Porty ns o
Chinese politicel party without foreipn entonplements.
llhen I first arrived it was thoupht thot civil wor
after the close of the present wse or perhops before
that time was inevitoble, Chiang Kai Shok is now
convinced thnt by cprecement with the Communist Party
of China he con

(1) Unite the military foreces of Chino acpainst
Japan and

(2) ivoid eivil strife in Chinsa, i

I might add here that Chinng Kei Shek hes requested
permlssion from the Soviet Government to send o
personal representotive to confer with Mershel Stnlin.
For this mission he has chosen the present ccting
Praéidaﬂt of the exccutive Yuan who is concurrently .
Minister of Foreign Relctions, Doctor T. V. Soongs.
The Soviet Forelgn Office has advised tirt thoy will

rocoive
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receive Dr. Seeny the lattoer p-re of Fobruory or the i
rirst part of liarch, This mission is intendod to r
establish closcr ond more harmonious rolrtions botweon |
[lussic end China,
With the conscnt advice and dircction of the
Genoralissimo ond members of his cabinet ond on the
invitation of the leoaders of the Communist Forty I
bepan discussion with the Communist Party and CDmmuniaf
military lecders of Chine for the purpose of eoffoct-
ing an agreement to reproup coordinnte ond unito all
the military forces of China for the defoct of Japan.
The defont of Japan is of course the primsry objective
but we should all understand that if an cprcomont 1s
not rcoached between the two prent military cstablish-
ments of Chine civil weor will in oll probebility
ensues I rcceived cordinl cooperction from thé
Communist lenders, They submitted through mec to the
nationel government o plan for o conlition ;overnment
and the unification of the militnry forcess The
Communists also ccknowledge the lecdership of Chinng .
Kei Shek ond pledped themselves to support the cstab-
lishment in Chinc of o povernment "of the people,
for the people, ond by the people", They pledge

themsclvas
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themselves also to support all the individual rights
of man and to promotec the growth of domoerntic
processes in povernment. The Kuomintang and the
notionnl fovernment then had an opportunity to make

o scttlemont with the Communists, They neoplected or
did not choose to do so ot that time. Thoy sald the
Communist plan wos not nceepteble to the nrtional
gcvnznnmnt.. The nationnl povernment did however sub-
mit o counter proyuosal which was not ceccoptable to

the Communist leaders, Ve ore in daily conforcnceos
with the Gencralissimo and members of his cobinct
cndeavering to liberalize the counter proposal made

by the nationcl government to thce Communists. Ve arc
hoaving some success, The Genernlissimo stotcs thot

he 1s anxious thcot tho militory forces of the Communist
Forty in China ond those of the national [overnment

be united to drive the invader from Chinn, The
Communist lecders declere this is nlso their objoetive,
I have persunded Chiang Kai Shek and others in the
national government that in order to unite the military
forces of China and prevent civil conflict it will be
necessary for him and the Kuomintang and the national
government to mcoke libernl political conceossions to

the Communist
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thoe Communist Party ond to give thom adoquoto ropre=-
sentation in the notional govornment., Chiang Kol
Shok has appeointed o new comﬁittec which 1s now work=-
ing out o plan that he belicves will be fonsible and
on which he hopes o working ngreoment con be ronched
with the Communists, The Kuomintang 1s trying to awveid
the use of the word "conlition". They do not wont to
admit thnt they hove formed a conlition with the
Communists, The Kuominteng still hopes to kecep China
under onc party rulc. Notwithstanding oll this you
should bear in mind that the Communists hove celmow-
ledged the lendership of Chiang Kai Shek ond hove
ocecepted nearly cll of his avowed principloss Thore
is very little diffcronce 1if ony betwocth the avowed
principlcs of the naticnal geovernment the Kuomintang
and the avowed principles of the Chinese Communist
Party.

There is formidable oppeoaltion to the unification
of the Chinesc military forces and the coanlition of
the Chincse pr:bl].i.tic:tl.l parties. We find some opposi-
tion to the unification of Chine among the dichords
of the Kuomintang cnd of the Chinesc Communist Pnrty,.
The pgreateat bppasition to tho unification of China

comes from

e = -
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comcs from forcipners, Thero is a groat curront of
public opinion in Chine that is directod by thoso
who belleve thot their intercsts in lsia will bo
more definitely safcpunrded if Chinn is divided
apgeinst herself thon theore would be if China should
cstablish hersclf as a free united Democrntic nation,
Gonerally spenking the opponents to unity in China
are the imporialist nntions who arc now fighting for
the reconquest of their colonies in S8cuthonst Asia
ond Tor the reestablishment of imperisliat ecolonial
govornments in the colonies. /.ll of this proup try
to convince the Chinose thet everything .merico doocs
to unito and strongthon China is interference in
Chinese internal affairs, Ench of these nations and
somo of thﬂir dominions have Embnssics in Chungking

and wiold some influecncc not enly with the government

but throuch their ngents among the pcople of both free

and occupied China, The ngencics that orc working
clong those lines aro:

(1) The Embassy of the Netherlands

(2) The Fronch Embassy

(3) The British Embecssy

(4) The Canadian Embrasy

(6) The justralian Lepgation and

(6) The office of General Cnrton de V/iart

personal
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porsonal represcntative of Prime Minister Churchill,
In nddition there are some /[merican militory officinls
and diplomatic officors who belicve thot the present
Chincsc Government will eventunlly eollopsc aond thet
therc can be no military or politicnl unification of
China under Chiong Kol Shek oand his "die hord" supportors
in the Kuomintenge This proup cxprosscs the opinions:

(1) Thnt the Generalissimo heos made o denl with
JOpon.

(2) Thot without such o deal his povornment
would collapse,

(3) That the Communists should not unite with
the notionnl povernment.

(4) Thnt the Communists should not permit their
troops to be united with the Chinese .rmy and

(5) Thot the Unitod Statos should deal with the
Communist Porty ond not with the national povernment.
I have not been improssed by any of the arpuments made
by the impericlists ond other opponcnts of o unified
China but I om cnumernting them here so thot you may
have them definitely before you and give thom whet
welipht you think they deserve. The senlor offilcers
of tho Embnssy arc in agreoement with me in these

motters,
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natters, The finel crpumeont that is intonded to
convinece us is thot Mmeoricats poliey to unite the
militery forecs of China, to help Chinec win the wer,
to prevent civil war in China and to cstablish o frece
United Democrntic Chincse Neotion is detrimental if
not completely destructive to the positicn of the
white mrn in tho Oriont. Nearly all of the ~rpuments
against the unifiention of Chine should gonerclly
be elasscd 2s the stock arpumonts of the imperioclists
end of 21l others who oppose the principles of the
+tlantic Charter,

This ig o quick reply to your messope which I
recelived lnte yosterday. I am sending it by Nevy
Nocdlo as T hove found thot to be more axpdﬂipiaua ons

well ns morc compoteont thoan commercisl rodio.

HURLEY

Lt.deB
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DEPARTMENT OF STATE
WASHINGTON

December 26, 1944

MEMORANDUM ¥OR THE PRESIDENT

Subject: Chinese Political Situatio

You will be interested in the enclosed
exhaustive report on the Chinese situation from

Ambassador Hurley,

Enclosure:

Copy of unnumbered
telegram from Chungking,
December 24, 1944.

DECLABSTFITED
State Dept. Letier, 1.11-72
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December 27, 1944

MEMORANDUM FOR THE PRESIDENT

Subject: General Pat Hurley

Senator Tom Connally told me during the hear-
ings that he felt Pat should get out of uniform
now that he is an Ambassador.

That is in conformity with our genéral practice
and I have told him that statutory requirements made
it necessary for him to be transferred from the
Army to our State Department rolls as of the date
of his appointment. I also told him that as soon
as convenient, he should put on civilian clothes.

I trust this will meet with your approval. "}




DEPARTMENT OF STATE
WASHINGTON

December 28, 1944

MEMORANDUM FOR THE PRESIDENT

Subject: Letter from General Hurley

You will be interested in the attached letter

which I recently received from General Hurley
.--"J;I

on conditions in China.

Enclosure:

Letter from General Hurley.

DECLASSIFTED

State Dept. Letter, l-lﬂa 9 ,Bn
By J. Schauble Deta_______



DEPARTMENT OF STATE

WASHINGTON
THE FOREIGN SERVICE
OF THE
UNITED STATES OF AMERICA
PERSONAL Chungking, China

6 December 1944

Honorable Edward R. Stettinius,
Secretary of State,

The State Department,
Washington, D. C.

Dear FEd:

I am grateful to you for my appointment as Ambassador
to China. I fully realize the significance of the appoint-
ment in these critical times.

I read with interest the outline of the reorganization
of the State Department and the names of the new "tophands"
who have been given the key positions. I congratulate you on
your own appointment and on having a competent team through
which to execute the policies of your office.

I will not attempt to give you a complete outline of the
situation here. The constant failure of the Chinese Army to
stop the enemy drive is creating a degree of consternation.

We are not pessimistic about the final results in China. If
Wedemeyer is permitted to use all, or as much as he needs, of
the Chinese and American forces now in Burma along with the
forces he has in China, I am confident that he will stop the
Japanese drive on Kunming. All of the things Viedemeyer is
doing now should have been done six months or a year ago. It
was quite apparent to me when I firet arrived that the Japanese
objective was our base at Kunming and this was also the opinion
of the Generalissimo. The American military officials, however,
were not convinced that Kunming was the objective,
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I am familiar with the British forces that are in
North Africa, Egypt, Palestine, The Lebanon, Syria, Irag,
Iran and India. I know that Lord Mountbatten has sufficient
forces to replace anything that Wedemeyer may take out of
Burma. OQur situation here is desperate and if we do not
stop the Japs before Kunming all the protestations we may make
will have no effect on the verdict of history. America will
have failed in China. For that reason I think that you
should use all of your power to give Wedemeyer what victory
requiree. I think you know Wedemeyer. I have been working
in rather intimate relation with him. I think he has what
the prize fighters call the "wallop". Up to this time, in
my opinion, he has not made a single mistake which in it-
self is unusual. We should always give a soldier the
regular percentage for "overs and shorts". If we give him
adequate power he will stop the Japs.

As the Embassy has telegraphed to you, we are quietly
suggesting the departure of non-essentizl American civilians
from China but are not officially advieing Americans to
withdraw although we are, of course, keeping our plans up
to date as a precautionary measure.

I had intended to make a quick trip home for conferences
with the State and War Departments and the President end to
put some of my personal affeirs in order. If the situation
here continues to deteriorate, however, I will not leave at
this time. We figured that nothing final would happen until
gometime in Februery. That would have given me an oppor-
tunity to go home and return here for the decisive battle.
Uneasiness ie increasing so it may be desirable for me to
remain here,

George Atcheson, Charge d'Affairs, wired you under date
of December lst, message No. 1927, requesting that my
credentials be telegraphed and reporting that the Chinese
Government was agreeable to accepting them by telegraph.
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He suggested that this be done because of the critical situa-
tion now existing and in order to avoid delay. I agree with

him that it would be well for me to become Ambassadorp at the

earliest possible time. However, no reply has been received

from the Department.,

Notwithstanding our present difficulties both the Embagsy
and Army Headquerters are functioning efficiently. Today we
had a meeting of representatives of all of the officisl Ameri-
can Organizations, Committees, Missions and Delegations in
Chungking. We stated that the Enbassy did not wish to inter-
fere with any organization or any individual whose mission
has been defined by constituted authority of the United States
Government. The purpose of the Embassy is to coordinate the
operations of American organizations, commissions and indivi-
duals to avoid overlapping or conflicts. The meeting today
was the first called by the Embassy of all the American agencies
and was heartily approved by all attending. We will have
regular weekly meetings in the future. An official report
of the meeting will go to you later.

We are all working well together. We have no conflicts
now between the Army and the Embassy nor between either of
them and the Chinese authorities. We are at last one team
with one objective.

With kind regards and best wishes for your health and
success, I am

Your friend,
/s/ PAT

PATRICK HURLEY
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fore being communicated ’

to anyone, (S Roctd Docember 30, 1944
1458

sgeretary of State;

Washington.

PRIORITY

FOR SECRETLRY OF ST.TE ONLY

;.8 the Department 18 no doubt eware we reccive .

from time to time reports and rumors of Sinc-Jopencso

peoce negotiations and/or "military understendings”,

numors and reports of that nature have been guite fre=

quent during the pest scven years. There is now w.dely

current among both foroign andé Chinese cbscrvers a
g

rumor or report that rccent Jap withdrawals from Kwel=

chow was & result ol on arrangement betwecn high Cliines

Government officinls aond the Japanese. The same rumors

state that the quid pro quo that China gave to Japan

was an agreement thot China would obstruct the lmerican

military effort end octher promises in connection with

Jap ond Jap puppet post war position in Chind. Finally

the rumors say that officlels of the Chincse National

Government have ngrecd with Jopan not to moke any ogrec

ment with the Chinese Communists.

DECLABSIFTED e
Skate Bett. Tottar, H1301 our dinlomatic

By J. Schauble Date__EER 7 1972
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Our diplomatic representatives attached to our
military mission in Yenan report thot the Commmnist
lenders there professed to believe the report that
the Chungking Government has reached some kind of on
understanding with Japan. They also sey that the Chinese
liberals in Chungking cre considerably worried by the
persistency of the rumor or report, It is also csserted
by our own diplomatic representatives that e number
of foreign observers military cnd diplomatlec are inclined
to give credence to the report that some kind of on
cgrecmont has been rocched between the lNational Govern=
ment of Chinc and tho Japancse and thot Japonese forces
are now being withdrgwn from the Chincsze front in
considerable numbors.

I am presenting to you all of the points that are
covered in the reports of our own diplomctic representa-
tives. Lgain I must scy to you that I am presenting
them merely for whnt they are worth, I am skeptical of
211 such rumors and reports, They all cmonate from
pers&ns orgenizations or foreipgn governments who have
prodicted or who desired the collapse of the Chinese
National Government. The supposed cgrocment botween
the National Government ond Japen would bo unrecl, The
practical basic substances for such an ngrocment do not

exist, : i

1. Tho Chineso

e



=3= Unnumboéred and undated from Chungking via Navy.

l, The Chinese leaders and Governmont officials
we believe are convinced thet the illies will win
the war, If wo arc to bolleve thet Chine is cttempte
ing to effoet peace with Japan we must also beliecve
that China desires to be on the losing side of the war,

2+ China is dopondont upon thc United States for
military as well 2s civilian Lend-Lease supplies,
Wilthout imerican equipmoent China could necithor stay in
the war now nor be prepared to defend hersclf after the
war, China is elso depending on the Unitoed States for
postwar cconomic cid,

5« The Chincse National Government hes in the
United States foroign oxchange to the smount of almost
onc billion United States dollars. 4l1ll of this would be
immedintely frozen if thoe United Statcs hod ony ronson
to suspect the rumor or reportcd agrcoment botwoun
Joapan and Chino,

In addition te zll this we do know:

l. That the Chincsc National Government is at
this moment attompting to reach an cgreoment with the
Chinesc communists,

2. That the Chincse National Government officinls
cend the Chincse .rmy officers nrc cooperating with our

militory establishment in Chinc and thot the degrco of

cooperation



== Unnumberod and undnted from Chungking vic Novy.

cooperation hes inercoscd in the past two months cnd
is still incrocasing,

3 Thet even if some Chinese officinls heod made
the offor of the ephciweral quid pro guo that is des-
cribod mcn who are reonlists lknow that on such o bosis
Japan would never volunterily withdreaw their throat
to the eapital of China or the Chengtu suvcriortress
base aren or to Kunuing terminus of the cir supily
route from India and the nerve center of our air attncks
on the Japs in China, cnd

4., Vie have tho word of the highest nuthoritics .
in China the Generclissimo and Dr. Soong thet the rumors
and reports arc absclutely and uncquivocally falsc,

In my opinion thc rumors nnd roports are folsc.
However it should bec bornc in.mind thot a1l militory
nction undertoken reecntly jointly by imoricans and
Chinesc hns becon dnfnnsivq. The ultimate prosof of the
truth or frolsity of the rumors ond reports will not
come until the umeriecan militery cormander ordors an
attack. If the Chincsc eivil and militery authoritiocs
cooperate in and support the attock then the rumors ond
reports will have bocn dofinitely proven folso, o

arc watching the situation closely,

HURLEY
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Briaf Tranalation

Re 200 million Gold.

We had requested U.3. Treasury to transfor and earmark the whole
amount of §200 million gold to The Central Bank account wlith the Federal
Reserve Bank., In a rescent wire from Messrs. Soong and Hsl stating that
Dr. White explained the difficulty in making a blg transfer of gold
because it might cause questioning in Congress and require borrowing
from the market and suzgested malntaining all the time a ravolving sum
of 10 million gold in account with the Federal Reserve Bank avallable
for shipment only.

We wish to havas the whols amount of gzold erasdited to us with the
Federal Reserve Bank for the followins reasons:-

1. Since U,3, Jovernmant has natioralized zold in Amsrica, this
can, therasfore, be done by book transfer and does not involve
borrowing from the markst.

2. In order to save the troublas of negotiating with the Treasury
every time a gold shipment 1s made.

5« To avoid the possibllity of devaluation of M,3. Currency after
the war.

4, To make use of this gold as quota when participating in both
the International Stabllization Fund and the United Nations
Bank,

5. As transportation 13 so diffiecult We can save a great deal on
transportation sxvenses. Onece the 2old 1s ecredited to the
Federal Reserve Bank, the Cantral Bank can issue gold certifi-

cates and custody receipts to sell to tha public,
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