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THE WHITE HOU SE 

WASHIN GT ON ( 

January 3, 19.44 · 

NE!oiORANDul.t FOR 

TEE SECRETARY OF STATE : 

• 
I am enclosin& he r ewith a 

mes s age for the Generalissimo, which 

I wish you would r ead and l end. 

I am al so enclosing a copy !or 

your files. 

F. D. R. 
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Januar y 3 , 1944. 

IIE.YORANDUlJ FOR 

't HE SECRElARY OF THE TREASURY: 

FOR YOUR I NFORUATION . 

F. D. R. 
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I ha.,. had tbe •tlu• f or t.M put. few daya an4 Ull Ollly 
~t. able to at\eod t.o t he Yut aao\mt of work. 

fhe Seore\ary of t.he Treaaury h&a aent me a reooiiMIIdatlOD 
whi ch I hereby Q\.IOte t o y ou Juat a a i t waa writtaoa 

• 1. !he facta recard1.Dc 1.Dfla t1oa 1.D (;b tna and tbe pou1-
bil1ty of i ta eootrol tbrouah t h& uae of dollar r u oure ea a~e 
a a toUowoa 

Iatlat.1oo 1.D Ch1Da, aa y ou well kDow, ariaea froa \ he 
cra•e laadequaoy of pr oduction f or war aeeda and eaaent1al 
c1Y1l1aa cou~t1oo. h ppliea lla.,. been baatie&lly reduced 
by .._ o0011P&t10D a.nC tbe cuttin& ott ot iapor\a u cept iM 
.. u IUIO\mt.a t hat coae by air or are a.accled hoa occupied 
turUory. 

tbe Chineae OoYer~nt cannot collect autf1o1eat. t&Kea 
or borrow rroa t he people 1.D Uequa\e aao\mta . Aa a ooaaequeace, 
\he OoYerncant baa been 110Uin1 '·' b1l l10D yaan a aan\b, twice 
t.he rate or a y ea r aco . 

the orf1o1al exch&nc e rat.e for TU&D 1a now ' eente J 
be for e ChiD& entered t he war i t waa 30 cent.a. The opeD .. rket 
ra\e f or yua 1n u. S. paper curl'enoy ia oae cent and 1n \eru 
or coU oae-third or a cant . 

leN baYe n.&cea t ed tae pollibUUy or ov aellllal 
• dollar ourr .. cy f or yaan t o be reaold ~ Cbtaa a f t er tbe wa r a t 

a o proru \o u. lo dCNbt ao•t.IUD& co.Ud be dOM t.o &lleY1ate 
1DtlaU• t.hroqb tbe aale of cold or dollar C111'1' .. C7 1D Cb1Da . 
I ha.,. noe1Yed tbe followllal ••oace ho• Dr. Jt-c dated 
Dee .. ber l4t 

' lou will be pleaaed to hear tbet t he recant 
coU ob1,...t 1a ooe of the n\ataadilal fact.ora 
eoa\nlN\lal \o tbe atrlllltb•t•c ot tapi, beoaaae 
people belin• that \be arrinl ot cold baa 1D­
oreaa .. \be _.b ...... naene ot ou- ovreu y , 
\benbf iDtluacllal tbe atabU1 ty ot prioea. 
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the action or tba Ullitecl ltatu ao.arDMnt 
ra-attiral t o t he ChiD••• people tbat, 4aapita 
dirticul.Uaa aria1Dc troa t he blockade aDII the 
au.ulatiYO attac \1 ot OYer llx ya ar1 ot War 
a ca1Di t tbe 1Dftlion China hal a pclllfartul 
trieDII duirou• or atraD&t.beDiD& ChiD& 11 
acono~ aa condition• parait 1 • 

BowaYer, while IOM\b1D& could ba daDe t o Htar4 the 
riae 1D pricea, tbe only real llo,. or coatroll1D& 1DflaUon il 
by cett1D& aore cooda 1Dto QUna. %bia, you kDow batter \baa I, 
depan4a on future a111tary oparaUona. 

a. Chlna baa tri ecl two liailar 80Detary r aM4ill tor 
a l leYia tiD& 1Dfla Uon wt-out arked euace111 

1. the Ch1Deee GonrnMnt iaa\&14 an4 a old dollar 
aecur1t111 tor yun, aettiD& al14e aaoo a1ll1on of tbe ald crantecl 
by tb11 oOUD\17 tor tba redeaption of the uour1 t1aa . (Tbe .. 
aeouritiea were aold at exorbitant profi t to the bUyer a. ror 
1Datance, a peracm holdiD& $100 in U. S. currency could ban 
q,UI4ruplecl hill 11011ey 1D leu tAaD t wo yean by s ellin& \be 
cunancy tor yuan on tbe open • r ka t and buying the dollar 
securitiaa 111'1&14 by tbe Chiml u GoYernaeot. ) I bel1na t hat 
the precraa ada n o 11&Diticut contribution to the control or 
1ntlat1oa. 

:2. The Chinen Ooverna.ent hal r ecent l y been selling 
cold at a price in yuan aqu1Ya l en t t o t 550 an ounce , abou t 
fiftae ti .. s the official rata . Ja ban shipped to ChiD& aa:ra 
thaD $10 aillion or c old and they han aold a bout $2 aillion or 
cold tor yuu. thil prog.:raa lla l not bean t ried suttioi antly 
t o warran t any defini t e conclusion aa to its poaa1ble a r r ect. 

China now hal $460 aillion or ~mpladgacl tuDda 1D the 
1JD1tacl ltatu an4 ia gett1Dc about $20 aillion a aonth u a r uul.t 
ot our axpendi turaa . China could uae thaae tuneS. 1n sell 1nc cold 
or dollar a11ets t or yuani a ltbough 1D Iff opinion such aobeaaa 
in the put bin bad l1tt e e!tact except to gin additional 
p:rof ita to inlidars, apaoulatora an4 boardera and d iaaipate 
toreicn axcblace reaOW"cu t hat could be better uaad by ChiD& 
t or recOGitruation. 

UDder the oircuastanoas, a lou t o ftb1 na tor tneae 
purpoaea could not be Jaatiflad by tile r aaulta that b&Ye bean 
obtaiDed. It 11 ., opinion that a loan il unnacaaaary a t tbia 
tiM and would be undesir able troa t he point o! Yinw o! ChiD& 
and the lhlitad ltatea. Larc• axpen4ituraa on 1natr act1n .. aavaa 
t or coatrollinc intlaUOD 1D ChiD& would be an unwila uae ot her 
borrowiD& oapaci'J which abould be raaarYad tor product1Ya 11101 
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1D otber W&)'l. On r ecODa\I"UUtion, it i s ~o aooa t or ua ~ lmOIIf tile 

beat uae or \he but t on ot t he aid we a1pt cive \o Chiu. 

ror the paat tiwe yeara I bave bad a deep adairatiOD tor 
the valiant ticbt that the Oh1Deae people, under the leaderabip 

ot Cbi&Q~ 1&1-abak, have wace4 aca1Dat lapan••• accreaaion. 

~retore I aa 1D coaplet. ·~t.bf with yo\U' poa1t1on that DO 

atone be lett unt'W'Ded to retud t.be riae 1D pricea. OaiD& the 

toola we bave at b&nel, I ••oorrmd the tollowiD&& 

1. .All o. I. expenditvu 1D China, CUI'I'ently t400 

aillion yuan a aontb and ria1Dg rapidly, be aet throu,b the 

plll'cba~e ot yuan with cold or dollar currency a t wbat.nr price 

we Call ' e t thea t or in tbe OpeD •rket. !bia ia equl to IIOI'e 
than 10 per cent or t he preaent rate or iaaue. 

2. Accelerate the abipaent or cold p\Ucbaaed by Cb1Da 

to twice the &lllount • • bne prertoudy planned to aen4. It 

abould be poaaible to raiae cold abipawnta trom t6 ail lion a 

aonth t o about '12 ailli oa. At the pr e .. nt price t or cold in 

the open •rket tbia would be equl t o t ho pru ent ) . S billi on 
or y\&all currency that ia being 1 aaued . 

the iapac t or thia two-told prograa aho\lld contri but e 

to ret&rdina 1ntlat1on 1 alwaya bea ring 1D a1nd that the 't».aic 

reaaoa tor inflation in ChiD& ia the abort&ge ot coocla. • 

I t nink, however, ~t 1n addition to t hi a pro&r&a we 

aho\lld have a very bigh-claaa Coaaiaaion vi sit Chungki ng aDd 

confe r with both you and Dr. Ieung and tl')' t o wor k out a coaplete 

•••\inC ot the ainda on tbia clittio\llt .. tter. 

Thia b&ppena to be the tirat telearu I bne aent 1D 

19~ aD4 1 t earriea to you and ~ .. daae Chian& very wara recarda 

troa ay wite and ayaelt. 

ROOSEVELT 
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ecembcc ld, 19.!.3 

... ~ ~I r: .. ' 

' ou 1 • v& spo .. en vl t:1e rc ,1ues t oi e:nei•all ssiJ•o Ch1ang­
a1- ::;hcl: iOI' ~o.n ~~oaditlonal l bllllon oi fJ.r.ll.rlcial ~~oia to 

(;hina to be used to rclp convrol ln!'le.tion li!td tor, ost,ar 
l'e cons \.rue t1 on • 

I 

nt 1 ac t.s l.'ec,ar<tin.., 1n1'l~o tion ln <.hinu and the poss1-
b111 cy of 1 ts contt·ol LCJ.I'ou_h :tiE> use of dollar r·esuurct.s 
arc £.s 1ollov,s : 

In- l utioll ln Chi••a , .. s you well ·:1o« , ~;~t•1ses fr·on. the 
.,rave ine.aequac)l of proo.uction .t01· 'Ao.l' nt.;ds w:..1 e"sen~>l&.l 
civilian conswu,,tion . ..,u..,1)11es e.ve bc"n rast.~Ciill; ;·e­
duced by e;nem~ cc cu;>" r.ion wld th cut tint. of I ol impoc ts 
exce:,~t t.ll<;; sa.alJ. trnoun ts that co e b;> .. 1r or arb slliUJ~leo. 
from o ccupiE>d territory . 

:he Chi:1ese OVr ''n.ent ca."lnot collcc~ -Ufl ici1.nt ,e,xe:; 
or oc ·ro1 .. L"o.n thE e oJ>le ~n adequate 1.rrounts . As a conse -
11.1(-DCe , l;ho ·.ove1·nment has <Jton is~uin~ ; . } billion :~uan a. 
montil , tv.lce t1.e rate o!' s: ,.el.r a,o . 

-ho official excll..aJ0 C r ... te :t'or )'U&n ls no" 
bel ' ore ,;hina entered t"e .. a<' it I'IEls ,o c~nt:s . 
mar..:et rate .!'or ... uan _n . ... . .;)t. er Cth'!,E:rc., is 
and .JJ te; , .:. of 0 olu one- !:hircl of a cent . 

5 c en t.c ; 
Jl9 Oj)en 
.,...1£: CE.oo l. 

•ou .-. ave su.,..,e:>ted the ;>oss1o111ty ot' o r sellill<, dol ­
lar c urrenc ~ r·oc yuan t.O oe rc: nola. .,;o t.,.,1ina &.1 teJ' lna ,, tif' 

at no proi'lt t:o us . No aoubt somethln:. co .td oe aone to 
alle viat~; lnila tion throu..,h the sale of .,old or dol li;.s' cu!' ­
renc ~ ln C:.nlaa . I nave receiv ed the follov.in<; ossa:;e from 
,r • ·un., da ted J,e c"m ber 14: 

"You v.i l l be ,,least>d Lo lear t..U•t tl.e rt>c~nt 
0 old shipment 1 s on<> oz' tu" outs tandin., 1ac tors 
contriouti"i!, to ti ~ stren<-t.ilenin0 of 1api , bec ause 
JO:. ople llel1 evl ~· nt t .. e arrival of jol <i l.e.s ln-

REGRAD:SD 'UNCLASSIFIED 
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er &seu thti t.ch ~.ede4 rt su vo o C our c•JrJ•tncy , 
t.ue.·eo~ lnf!uencin c e ~~a.i 1 t~ o!' .r;.ctl" . / ;ne 
I<Ct on cl Ll.e "nltt-d S totos ·ov ~rnouont re-~<1f~, .• ,,s 
LC t.o« .~olut<~t. ~eo>lo tnat , ~ll.J1L" d LllcultJ.os 

a. i sin 110 ·" the bloc .. a e and .. t _ c ~I'll~< 1 ve e! ­
!ec~;s or ov r eL< soars of . a.;;• a o.!nst t.'le 1n­
v&s1on , lne 1 as o pcwerlul 1r1~n ~c~lr:us of 
s ·.,r. thtnln.., l:hina •s e;conoill~ s:l co •uitions e. Lit. . n 

owcv~r , l'hJ.J.c. so:nf:th1n ,. could IH. uo,oe to .reta1'd tl«> 
rist n )rices , ti•C o1u) l't. liol t.ope oi' contt'ollln ~ ~nfl::.tion 
1 s o. ~e c t.in0 -•ott ,ooas _t, to ;;h!m. . .l. s , ou JlO · .,c; t t r 
th:..n - , .;;.e."" s n 1 uture on111 t ary c OJ' tio .s . 

(! 

China «Hl "l'.t d tv.o s1"' 1 L&.r roout t1u>y t·enwdl tiS 1 o:::o 
allevlto .. L'10 lnfle tion "'i tr.out 1ar.<t:d .. ucce:;s . 

1 . n ~,r.lnese overlkf\ert lss··~o Qlld. sol'! ol.l.&t' 
36CUI'it1es !or :,uWl , :>et;llt•~ 6Stae c.00 a.1111on Ot' •r,e 
~<.iCl ra:~ted b~ this country t·or the ,•ed.em<Jt~on of tr.e 
oecu••iti~;s . ( .uese secur1 ties were aol<.l at oxort.i ~ar.t 
?l'Ol"it t o t • ._ ouyc-rs . 'or nettohce, v erson hol·l1n 
100 ir. , "' ' CU!'.t>OC) C UJ.O llVb '-!UIIdru;.>l8G .S .,r"ey 

in J.~ 3S tn&.n tYIO yehi's b ellin_ tne c rrenc, . r 0 US.."l 
or · ., pen a <f't an~ ouy1n, t'le d.olHu' S6C\Jl''tlcs 
iSS ' C, ;...,<. I .1'nese ·OVern o.ent . ) J IH.lieV& tnu~ l.:lt 
pro r m aae no s1_n1ficl\l'l t co ltrlb\.. tl?l" to .. nt contro.L 
of ·,., lstion . 

c . ..he "' ntse .ovu•n.,-er.t hh.s l'tiC:lrotly \J en selli:1, 
ola s t ... :-lee in y•1ar. e~livu&r:t to 5 ... &.n ounce , 

auo t f11t •n t.i.~ol's .:..e oif.:cie.l r t . c r.avEo .1J;>£d. 
to l:b~na '"ot'e than 10 .nil lion of' v'O lu t..Hl t' e~ oliVe 
sold a<;>out 2 :nil lion of gold 1'Cl' yu6n . nis prCI~:ora.n • as 
not. bHn lrltd su!f1cientl~ to va1 ant tn. 1et1n1•o con­
clualon as to its possi u.1.e ~rtect . 

<.him< now r ... s 4oO ..UlJ.iO>. " ! un,atd oa t un;is !n the 
. nl t •I - tates is e ..in bot<t cO 11lion a .oo:1th as 
a rt su1t of our ex,Jenditures . ~nl.na could use tnto3t> J'un.ls 
in sell in~ .,old or ollnr a esc ts J or ;.ouun, aJ. tnou ,ll l n o.,y 
opinion t.UC<l echo;utJs lt1 oih last lllV<. ad. little eftect 
excei't t o ~ive ao .... ltiom.l ,.>I'Oil ts to lns1a£rs , speculators 
one. o..rd~.;rs Ill\~ <..lssior. c l'ot•ei:.n eAc .an.,t: .resow·ces 1: • t 
could <-6 oet ter u:scd. vy Gnina for x•econs true Lion . 

~EGRAD~D VNCLA:-'S!F'IED 
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lnder Ll.e clrcwnl>tl..'"lC• s , a .loan tc ... l'.ina fer tna:e pw·po~f.;; co<Jl" ~ c;.l: be jus til 1~d by t!u l'C S\ll t- t!'.l! t •a VE. bet n oo t oineu . t ls ••l' ooinlon t1111.t " iON• 1 s ur_, ccs-t::lir at. this U t r..~ .cJlu .Je un:lt:-1:-abLe t'r-:>111 .e olnt ot v l e" of ,.nina &ru t .c I n;, Led • t 1 '"' . "'"'' e ex em.H­turos ·n int~ffect1vt easures ror cor tr ll!n., .lnllatlc~ ln vh.n• .. ou~ .. ' W1 unv.1so US I!' 01 utJr ho!'ro• in.., cc. nc1 Ly v.t1Ch s oulu be •• se-r ved 101' ..ro uctlve SeDt1r ot: r u.s . n 'CC llSti'UCtio• , t ... too socn tor U~ 0 n W tro Of!" I usc or t .• e oest !'or•,,, of tnv t.id ,,e wl._,.,._ ..,lvto o hina . 
co. •.!-neAt 1o s 

o1· 1: e ,;aa,; five ear- _ t VE • .a ... t d• ~, II.Onirution !or l.ne;. v 11tont. 11_,. t L ob.t t1., ninr se peoplll , un<J.El' tt.~ le~oder.,hl,:~ <-f <-hisn - u1- .ilie.< , av<o .... &d" ~o:n$t .-'- .. naae a_.,re s&1on . -1·e1 l'li> , I t .. n com.>lE. te -y:r.p .... ny • 1 th your ,JOS!llon .t.l no et<:lne t~ •tl unt.a-n~d t:o rth!U';. Ute ci Sl : n ,>ric L vsln ~ tht tool- £ a' at tanJ, .·ceo -en~,o. ,~, t 1 ollowln, : 

.c . ,.11 r • . u. ~nc.:t~res 1n tina , cu.·.llnlly 400 'Ul-11on jUM 1. JJOnth ana r~ .in ra.lvl , v~ ... t:.t ttu•o..:_ LllG ~u.c &se o1 0 uKn ~1tn ~clu r 4olla:- c~or~enc; at v.nat£ver price ,,., c~n _!t>t cne-1 for in t;,.~ OJtn c.hrr.el. .:.~ ls eq~o~ to .o. tt.&.n 10 .erc .. nt ot ,the ~roser.t .~o1.e ol ~"~ole . 
2 . Acceltrate t:t•e s ::.p . .en t of ,1 ,U!'C!'.aso~ o:r na to t. :ct. co &.•o n\. .. e have .,rev lo. 1. lMne... o s nc! . e s.hou~d o" !>OS"ible ~o r 1s" ~ol 1 ~., p-:e. ts t ro o 11~1 c. r..on;;.. .c llOO'-ll 12 111-on . ,t u. res~.1t r:ce tcr .,ol d .:.n ttl<. opvn w e L t>u& .. ou .... ~ e 1 lil t.o t.•e .•reoent 3. 5 bil ion ot· yuun curl'c::.,c .... u.. ... oe ln!) lia.::~Ue<L 

lle impact ot Ulis L•·o - !'oll .ro ,., should cont••1bute to -.tl .. r-.1n., i;._u ion , t. •a. s Jct>rln0 .n lnd tto6t t!oe basic "'euson lOI' ... n lt..tlon 1n "ulnu ls t .t shor,a,e oi ~OOC19 . 

lc/ l.i/4? 
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THE SECRETARY OF STATE 

WMHINOTON 

., 
January 6, 194l5 

MEMORANDUM FOR THE PRESIDENT 

We are eend~ng ott your message to President Chiang 
Kai- ehek regarding the question ot the loan, It occurs 
t o me that it would be h elpf ul were we to have Ambassa­
dor Gause deliver the message by hand and accompany ite 
delivery with an oral statement. Toward putting into 
ettect such a procedure, we might give Gauss an instruc­
t ion such as ie indicat ed 1n the draft here attached , 
I would appreciate having an expression ot your reaction 
t o this proposal. I t you tavor t hi s oan you have one ot 
your eeoretar 1ea notify me ao that I can have Ambassador 
Gauss Withhold t he telegram t or a tew hours until the 
proposed Section 2 1a received? 

c. !i . 

0 . . : . 

F . 1 . R. 

' . ' . 



Section II. 

It 1a t o be expected that tbia me aaase vl ll be die­

appo inting t o the Chi nese. The Department r eela that l t 

would be vall f or you i n your d i s cretion t o deliver lt ln 

person and t o acco~D&ftl the dellYer, with an or •l s t atement 

t o the e r rect that alt hough on lte r ace t hlA gesqage • &1 

s ound unreaoonslYe t o t he Chi nese request, 1 t c~nst i tutea 

1n t act en eY1denoe or the Pre s i de nt' s contldenoe ln t reat­

dent Ch1ana end hh r eeling that there extatl between Chlana 

and hl&Relr so rtr• a re latlonehlp or mutual and reci procal 

fri endly underst~nd1ng that he 1a v1111ng t o l&y before 

Ch1e ng the exact t ext ot \be opinion exprea qed t o h1~ b7 

hla princi pal t 1nnnct al adY1 ser, tbe Secre t~rr or the Treaa­

urJ. Th1a 1s a clear i ndication or a desir e t o d1acuaa the 

quest\on involved on lts mertta and v1thout re1ervat1ona or 

oonceal•ent. The maft1 r actor a nYolved 1n the orobl e• or 

China'• r1nences a nd or a rtor d1ng or tinan c1 ~1 aasl s t ence 

b7 the United St e t ea t o China moke the whole question ver7 

oo~ol icated . The Prea1dent' s exor eea1on or his desire t o 

send t o China a oomm1s a1on ot h1&h ~uol \ tJ for the puroot e 

ot cona1der\ng end d 1 • cue~ 1ng with tbe Chl nete ~1 1 ongle a 

ot t hle snd rela ted nr obteat i s olearl7 1nd1o~ t1ve or a 

desire 



4ee1re to hsndle the whole aetter 1n a •anner ~hlch w! l l be 

to the real a~Ye ntage both o t Chine and ~ r the Un1ted St~t••· 

PA/H: 3IR: kKW 
1-6-U 

PA/R n: 
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;1- DEPARTMENT 01' STATE 

THE SECRETARY 

January 15, 1944 

MDIORANDUM FOR THE PRESIDENT 

In pursuance or your memo ot 

Januar y 14, 1944 there 1a attached tor 

your consideration the draft or a tele­

gram which it 1s pr oposed to send t o 

t he American Ambassador at Chungking 

in reference to the Embassy's telegram 

o t January 13 communicating a message 

f r om Mr. Adler to t he Secretary ot 

the Treasur y. 
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,\1.. . Ic:,;~ FJ::l.' ~sy, 

c-!t:liOK!llO ( C' !!.A ) . 

"~C" 

'!'bo "'"'P-oas;u-y Dupa~rt.oont a..v~~ now ~~~ ,.:!"!.o~ to t.l o 

.. ar Depart::cnt tlnd to u o t!ltlt. 1 t no lon<;cr Joa rca thut 

Uw. 7/ar Dopart:Dont wl t hhol d. uotlon on o. f lllllnclal Uy'"I'oo­

!:IOnt w1. th tho Ch1Mao Oovorncont, vo l uvo now l'ouc!lo tl o.n 

undoratar.dlnc w.!.th tho ::ar Do~t.:::ont on tho bua1o or 'IT. !.oh 

th:.o :>oparb:lont "111 w:pcct nltl..l.n tt:o 0 1• t !.roo yc::sc to 

1uouo ;.rou 1nat1•uottona conciU'runt.ly lll t.l. uct.on b~· U10 \,ur 

::.0 o.rb:ont ln l1:otruct1ng Jono:rnl t1lwcll . ':'hone tnatl·uc­

tlona rolnto to t eo pr obloo ))l•ooflntod by l.l~o dl .. ~ lc.ll t.:ua 

1:10nttonod in Acllo.r ' o ooeMGo to tho .:ocrot.ur~· or t.J-,o 7ron­

sury eOI:mUnloo.toC1 Ln rour nU!;lbor 07 , Jnnum:z 13. n p.o. 

In th1a c onnoothm plocuso c.m11lucr uloo our l.oloo-on 

nu::l:>cr Gl, Jcmua17 12, ~:..:..l ;,ht. , ro;:>or:;ll'lt. ~ ~ ... nvo:-aatlon 

which o!!1coro of l.ho Dopa.:rt.uont ud itl !.:1 tho .;: . · ::oao Ar'bna­

.:s4C101l" on Jnnunt7 G. 

PE 
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THK WHITE Hou•a 

W.WHINCITON 

JanUGry 14, 1944 · 

.JE:.tOR.,r;uu~ FOh 

THE &hChET~<HY OF l>'l,.'l'L : 

'•',ill you ple11::.e let me see 

the rejlly to thi s befor e it goes? 

F.!i . R. 
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HEL 
This tElEgram must b E 
closEly paraphrasEd bE ­
forE b E ine communicatEd 
to anyonE . (SC) 

SEcrEtary of S tatE , 

Washington , 

U. S . URG~i!T . 

87, Janua ry l C, 2 p , m, 

S<:CRE 'I' , 

Chungking 

DatEd Janusry 13, Hl41 

REO ' d 1 :50 p , m, 

I hEar from o rnos t rt liablE so:;.ro E t hat : 

(A) Work is proottdin:; on only four of SEVEn 

basEs Ch ina promisEd to cons true t and for r; h i.ch riE 

rtEr E to pay. ThrEE bas c s on <~hioh v1ork 13 not pro-

CEEding arE much morE urgEntly nEtdt:d th:1n the oth ers ; 

in fact , dEla y in thEir construction ..-:ill sEriously 

impEdE nar Effort this thEatrE . REason China is 

holding up work on thEm is t he t VIE havE not conuni ttEd 

ou rsElVEs to pay for thEm at official Exchcn£E r.:~ t t . 

(FROM AD!i:R TO S:OCRETARY OF THZ TRC:ASliRY O:ILY) -
(B) In addition vhina undErtook to build othEr basEs 

for nhiah shE is to pay , No (rEpEat no ) work b tinc donE 

o n t hEse basEs , 

UndErstand · .. hit£ HousE will b£ i n tErEstEd in this 

inform!l tion nhich should not b E communica tEd to oth Er 

sourc Es in viEw of its dElicatE charactEr , 

GAUSS 
REP 
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THE WHITE HOU S E 

WASHINGTON 

J anuary 14, 1944. 

iilEMORru~l.J U.-1 F Oh 

THE 5bC.IlliT.M.HY OF b'l.., TL 

Wi l l you p1ea~e l e t me see 

the reply to this before it t;oes? 

F. D. H. 

H .. 

v 

~·oc ~.ot t-,-,1,.,...,..,!1" , 1-1 ..,-l.l. +,, 3Pc~n+,g-v of 
-~<;a~e , :'"O:" .ro ,:>!=: .~o- G ... uss , Chun ••l.:i n,.. , . 
~ .... • •n-t- ; :; , .,..ncnr->ri in"" nn nnl v J ,.,. 7 
1'1f>P~l Gh in•t ,.., .,..nT" i S<>r1 +;n c nns+, .,..nc t , ,,.,.,.. 

, '}~ ; Ch •·•n 'P - 0 •,(i '">'•"' , .,....(' le')nn l)l'"~ i n~ t h~it 

• •P h·•V" no~ 0-•'T 1 i t;t;.or1 f) ll"''d"l vos t,r, >' ., 
f' n,. ~h"1'1 •t'; r-~fiC' i tt] f'"\('1-)•Ul,.,~ •·A'.i" . -r- -
)r.l i n~ in tf'lnr-,.. T" i R ·- ,.,r~-. •n .,..,..nr -l l r.o -
~(' ~"'<'',, . r"'.,...oa tj,l ,.., ' '1't"~t ; n,. ~l'• tJ 

Chi n1:1 ll!l ln.,..too- ''" )nil~ 0t.r,,.. 
l •t'lich :'hn i .:; '"" 'lt..'T- D" ·rn- lr 
1)'1 ~. 11 t:\;iP • 

'n •trln; t, ; on 
)flqP.~ ,-.n-

" i nr· ,. "'lf' 
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THE WHITE H O U S t: 
I 

WAS HINGTON 

J anuary 11.1 , 19L.4 

1 find a nela rert lP t ~~~ ~ro~ 
~ 

t o s end Dr . Kt.n~ to WJ:i ~;hinr. ton . 

Don 1 t .r ou thi nk t hn t r:ou.:..o }:1€ a 

good i dea and that -r;e shoult.l n c Oept 

it? 

F . D. R. 



THE UNDER SECRETARY Or THE TREASURY 

WASM I NOTO,.. 

J anunry 20 , 19hl.! 

Yrntr note of yest Pr dPy r~~~r'int t~e delayed l ett~r thnt you h~d rPceiv"'d fro~ .:act:mE' Crieng ~1 i th the suF;restion thnt Dr . f,urt; co: • to .. e>sl in~ton , w·•s receiveo by r.,s toclRy in thf .,bsence o! ..,ecr Pt.,ry . or -cnth"'t. 
I have t~l~E'd to h i~ 0'1 t r P tP l nhone nnd ::J.l$0 tO t!"(' ... t<~te 'r:Q ,.;> f ~ei)~Tt.,E.'!"t, , 'H\J "e n l l f ee 1 thn t Dr . Kun~ Sl'I011ld C0°:!' to I.Mh i P ·ton "" oiscuFs the oend i np -::~ ttet t r~t'o'E.'Pn Jt'inP .,nd ttP ni t~ci .:> t l'JtPs , Th i s , i t ~1011 l cl see!:! , cl ,~" ·ps tr• d rPft )f ca.bl" ••l icr tt e ::.ecr et:uy re:>ci to yon ovPr the te lenhonP ye f' terrlny . \·.e hrove , t'P r e f ore , co ll abor nted ·,ith ~Ie ;;,tate "nrt .. a r Jepo.rt ,ents on tre att<Jcned dr, ft of "\ev: ~-''1 1 ested CP b 1 e for you to ser.d to the uener<> li s~i ,o . The oecr etFtr y of ::>tr t e Pnd thE' .;ecreta r y 0f .. n r h" ve enr r oved tris course of action . 
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. THE WHITE HOUSE 

WASHINGTON 

January 20, 1944 · 

WATCH Ol"FIOJ;R 
CODE ROOM 

STATE DEPARTMEN T 

The President would appreciate 

it very_ much i f t his messa~;e could go 

off i mmediately . 

• 

(', r ~ .: .._ t.: • 'fully 
PRll/ .AT_ B!!:•:;iC'£..\rtY 

f 
I 

• 
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I blrn CIU'IIf'lll:Q' lltudied ,.._. n~Cent -~ t.ranaltt.ecl Uucacb 

Allbaa-'or C~u .. , and I f'lll:Q' J"eeoczn,1ae the extct to 11hlah China ' a 

neolute wv stand has l'Wl4llrtld her .c0110111c dtuatioft AcUte. I aa 

t ull:r •indf'ul of the 1Japortenee ot tak111,r rrerr JU'OlCtica.l cooperatin 

atep to ll&ke posaible the eollt Mtin Jlii'08e<:UUon ot the war •• ...U 

u to alee possible IUl order~ d .... elo~t of Udwltr,r anti trade After 

the war. 

I tbl.nk 1t t.portAnt that :rou llhodd Wlderstand our special probl•• 

OYer h«n. I cannot eeeape the t .. linc that bacauN ot the distance 

betwwn u.1 there -Y be danger Ulllt .. •Y fa:U ad8"l\Mlta~ to work out 

our c~ probleas Mrl ~ J'U8h tnto dacirions which Yootld not be in 

the 1nter ute of ai thor ot our peoples. 

I thl.nk tb8 t ya.u- suueat i on tr.nsa1 t ted to me by lill•h,.e Chi.lu1c 

tbat Dr. XUQI be sent to •llh~ is 11. I(Ood one. If ha...,... here the 

ftl'iae tiDancial and ""~'o probl•e inYolnd 1D the eituat.ion could 

be .thlly dl-113 to the .,tqal a.'ftntap ot both countries. 

" I 7 'le, I l!llould lib to .alee this apec:itie .ugg .. Uaru Juat 

baton reed~ yrtar MMIIp I hfld S pplOhid tn.tnlctiorls to O.n..J. 

stu .. u am to Allbt.IIMdor <Mt~~~a to take up urpn~ with :vour CoYerDNDt 

the queetion ot our .uttar,. OIXI*)dlturea 1D China. I JJho 14 like to 

auaeat that An arranc-ent wch u Oenara1 St il .. U and Aabasslldor Oau .. 

11.n IIUthorbed to proJIOIHI be ll.doptad tentat1n~ on tbe UDdantandina 

that our bw;r npeuUturee in ChiDe dllr1n« the llCICt tn 11011t • oan be 

npected to be ......tl- in the ne!a'lbarhoaiS ot twatJ'-tift llllllon U. s. 

d ollare eaeb 11011UI. 



, 
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111 • .. ttioD to *r the tl.n&ncW bun!• or contl'1butillc to the • .int_,_ 

or AMrican troop~ 1n China , tb1a ao.-t t.. Nl.7 prepared to 'bMr all 

coet. ot ita w.r artort 111 China 1nclu4111i bouaillc u ... u u con.etruct1on 

llllder- the p n-t ~ent. t)>.et w11l be .ugrated b:r O..ual Stu ... u 

end the Aab .. .-iar. 

ROOSEVELT 



THE U N DER SECRETA RY 0~ THt TREA SURY 

WA.aMtNOTON 

J n nu:1 ry 2l.L , 1 glllr 

S£CUHITY CONTROL 

TO ! I .:;t> Tt'I.LLY : 

ThP ..,tptP Oep11rtoent recPived a cable from 
Arnbasrador Unuss as~inr for A cl~rif ic~tion of 
tte last pnrn~rnph in the PrPsident ' s c~ble of 
last Thurodn.y . Al1lbHssador Ga11ss thourht thAt 
the ChinPse might misinterpret that l?Pt pArnvranh 
tecaut;E' of what re feel!' is Rn inconsi~;tency 
bPtween tl P l«st p?rnrrapl' nnd tl-: hr:edia e l y 
orecedinf onr~rrapt . 

Th~ ~tate , nar ann 7rP~sury reoresent"tives 
have conei~ered the mattPr ~nd , wlile we do not 
feel there is any inconsistency , we have drnfted 
the attached substitute fo r the last oara.prADh 
of thl'l.t cable and sent it to Ar•1bE<ssador vauf'S . 
~e thourht , in view of the f~rt that there is no 
chanre in the sense of the pn rngrMh , th::~ t you 
we re out of town , ::tna tf!lt Fpeed was imoortnnt , 
it was not necesf'ary to bother t~e President with 
this sli~ht cranre . 

Tric iF c:erely for y011r r,.cords . 

I 



-

The following paragraph is to be cnbled by the Str te Department to Am~~saador Gauss to be sub­st ituted for the last pa ragr aph of the Pr esident 's cable that was sen t out on January 20 , 1944 . 

Furthermore , s ince you say that yo•1r Jover nment 
is not in ~ position to continue any di r ect ma in ­
t enance of Ameri can t roops in China, this vovernoent, 
in or de r to cove r nll of its military expenditur es 
i n China , inc lud\ng such maint enanc e as well as 
const ruction , is or eoared to olace to your account 
t he U. l:l . dol lAr equiva lent of A.nY Ch\nese funds 
made availab l e under ~ene ral arran~ements that will 
be suggested by Gene r ;~ l St ilwell and the Ambassador . 

Despatched January 24 , 1944 . 



--- ij :iilliiil~ 1%' 
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THE WHITE HOUSE 

WASHINGTON 

l<•tter f r om ~oe /luop to ~ae . 

• h:>;>e y•.•u \\ill not • i \'e h to 

t.njhody, Cecru:-.e i t -:: .l.:.ld c~r..c ~n 

~"'odly c.moun t. of trouble for Joe , 

ta ccy noth I nr of Chcttnr ul t . 

H. L .H. 

en• l . letter 
t'r~' ,1 o,> c: tee 
J r . lf. . 

D!CLASSIF! I:J 
By Deputy Arcb l vi • t of t~& U.S. 

I . vv 

By 'J · J • Stowart Dnte fEB 7 1972 



Deur kerry ; 

I ven turo to hope you m";, St•' ro Uu.c 1 or u n th<T dot.l•ilecJ ro,.or~ 
Of the Current s i tun tion here 1 viOC O 1 t i S extren;uly unsutilifLC t OTj' 1 t.UU 
slnco I doubt if un;;thin& lio<o tn~ t t·ue pi cture c1 n reuch you , uo tnoy Ouj 1 

t h r ouj,)t cn..nuols . 

The cen~rul f uct iu tl'.r t ~lnce ccrt<,in of t ho ccm.o ito"nto •• d~ 
t.t C'iro loact t o be ub1 ncJoncn t.i'ter Toher cn , t he G"neruissimo l11.a rdusec. 
to < H o. the Yunnrut forces to pt rtici,• tu in the B= CN•l>C<itn . Tl.is 
ht.a nuto=tict.l.~.y rcmoc~o tne CI/JII1 dL~t, cs " si<~ilz-r oecis1~n oio .i.e tit 
yeor , to WI Oj?(:r l<t.ion or tr.c •. int;t te W.>e . I t l:t s t:lsc left ~n bl&.O<ot 
COOl; le t e vucuuo , so f:.r 1 s future ,1~<na~ is cor.cernec. t:vcn btfon 
tho Genert.lisslc:o t;"ve his fin 1 .ord , Cmerl.l StU,,e..U, oednt: t..o al,,.t 
~eu bt..a , too..< of t' !'o r l..eco end .,lLccu loll..~elt t. t. the het.o ol tl.e Chit.e~e 
troovn there . lie lws ,...sscu thlo~ lt.o t •·eto<S in c. ser ies of ,AI~~;r ~o<.r,..i41.&~ 
.11.1< !.toO JtiOhnese , the objec t of ,,,,lch 1.118 been to ae..onstrt.tu t.iu ~ t.:.c 
Chir.ete tt·oo),s tr..inec by l.iw ~rH SUJ)<>l'lor in qw...J.ity hnd ""'Y bo relied 
on 1or t.n il:lvor u.nt effort . ..n t.ho c•swoJ.ties hcve co __ on...y hen cow.~• o 
in oozens , UJe t1-.o c..nd thretj :.110 tour JX.fC tclet.rWll~ .. hlci1 C.!i i~y rtt. ort. 
tml Lec.o o, t r &ti cns hhve n ot beM •·ho.J....y eonvincin~; . but. o .. th( lit oh 
of tne oo .• onstr:.tlor. Lt Ledo , loe ho,;es to brebthe life into tlu; l>Urllltl 
C~o!lp6l{J\ 1 s cor pse , by per SUt.Ciin& ~he Br iti sh (cnd I suppose tJ.e Ct tolll't lisr lcto 
cloo) th t. ~he pr oject ls !'ctl.,iblo oven 1 !'tor beint; shorn of t l.e au, ortln.; 
opor:. tiur•e vlonned t.t C1..ir o . l n my Opinion , toe ht s no ••oro em nee of 
doin., so tht.n of flyint; over th8 woon , but t.e he is i ncupt l>le of tltindn.: 
in any oth~r tu·as thb.n of llll.. r chinc so~nellor. into ll= , ~.is • ne~,·t "~ o 
to toe ex,;ec tee . 

Tho ciif!'icult~ to U.< t lohilo Cenet"l Sti~-c.~.e. is ,..lo; in~ co.J.olt~·~ 
1< ~ ~do, t.l.c entire i d tt.ry .... e:.inol') is :>< rt.~>-cc . There io uuc. d,o 
tho t Cbn be acne, bed oes the Bu.nr.c ct.mJ)I•ltn • indeed , I think it poaclble 
to decor.3trt.te t.n f. the substitut e Of6rt.ti ous ·•i L be core of1cc~1vc t..c.n 
the origin<.l yk.n . llut. the su!Js t. ltutu o,.ur .. t.ictl~ r "'luire cLrLfu1 ,,1Jenn1nt 
~.r.a .o •. e tice for pre,r;.rt.tion , wtu ~V~l')' .. elM jJt.ssec. in t. fruitlea. 
cf:ort ~o br ent l.e life into U.u cor.,.e of t.loe llur . ...c project pro, res.ivoly 
dirolslous t.ne chttnce ol' th e subotitute OJJurut.lons b e it11: .,rol'•·r•d in ti•tc. 
Thus •,,e ..re roo• in [l'uv .. OI.IIVut• ol' loa.l.ne our o,-.,ort.uni t;, in Cttint wore 
or .i.oac completely . StiJ.;.~ll ' a stet'!' auoort t.lu ~ he ••ll.J. rc•tum to 
CnWl(lKlnc &bout • no e11d ol' thiu mouth , <.no tlll t hb ,,H .J. coro t inu e t~ 
i nt or eu t hi..oS€1J.f only in Uou r~vivt.l ol' thu buru.:.. Pr oject um.U FebrUZ.I')' 
1~ . If I lr; theu . lle llli8 not succevacd . the .,r ojcc t. .. ij,.J. be civcn u,, l8 
ho,>closn and subst.itutes t.i.u. be t·ovte.,eo. A loss of th' t ... uch tl~" loll! 
be it·ro,.. rccble 1 if tJ.() CJ<i&tlnl. .uiJ.itLI') oro; ni<.t U ·On in t.:.ls l.l'oC. h 
t u toe r&J.i CO or. t.O pic.< U,- lh ~ J)iCCUS o ror h is toO unoi8J.Q>· 1 ind'licleut 
~nd unicr.~s.'i•·"tl.vo t o .. or •• thfl not.r .irLcle v.bi CJ ... 1....:. then bLv .. t bu 
.. or.c~a 11' ~ro,r r u ti ns l'or ot.t.tr o.,ort. t1 r.s , re t~ be co.o., ..... ~"o iu ti-e 

REGRADED UNCLAssiFIED 

s..-
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t o t1.~e <.OVWIU.f& of t.h" gooo Chioe~e flcl•t.ing • euth<>r nex t SU!jUJer . 

A simi.lur JX.rc.l.ysis nl"l'licts tr.e Chinese , but for " differ ent 
r ttason--:aoney . You ure , of CO\U" b(.; , f f.i.DliJ.it.r ·hi th lfne nccuti~ tiuns con-
ecru inc another h.wuric: .. u l ottn to ChinH, t...ua c nccn.iur the eJ\.cbo.ng,u rL. t.e 
Lt. wnieh •~e ucc:1uire Crdnosc OOJ..o~.t r~ f or JlliJ.i U-ry ex,.;endi t w·os l1ere . hod 
Gellcrd 5l.i.I.\•Cl.l uot fit tly r e f used , in t.he fir s t inot.<ollCC, t o hL.ve cnj tl.ing 
t o do •i t.l. reciprocal lena let..sc . By his r et'usr.l , the pr esent excht nue 
r e c <ct ~65 estl bllshed, n11c1 the Chinese >.er e uccusto:1P.<i to our ,;t.yin& 
~1 ll . 5 . i'or every ~20 Chinosc 1.hich they cnose to pr int. The vbt!.S 
o~ene<l <Ut by t.h is ul'l't.rt(Cttlent ,.ere exquisi t oly dclishtfw. . ••t. l'Eolt l.ive.&.y 
sau.J.J. co~t. , 1-hey cou ... <l ho, e to enu the "'"-r :.it.~ " Ki tt; ol' Lr ound 
ll , ooo ,ooo, ooo u. s., obtl.ined • t relu.Uvely sc1Lll cos t , t nd st.<:• shed 
t'4GY for futurfl use , either in Chinese intt<rnnJ. politics, or r.o nevelo;> 
their r esources . NL turalJ.Y , Ute:-efore , they <>.r" cli•t~;ine t.c> th!' urren&e­
mcn t li~e &riru deuth . At the pr esent moment , con11truction of ui r fielos 
for t.l:e Vet-;• Lont: P.e.nc:e Bomber ~l"OJOCt is beinf (;ruvely iLJp6<1ed , beet use 
the Ceneralissi r.lo r equeste<l confirmc.ti on of the Pr es i den t ' s pror<~i se to 
paJ for these fields , u.nd Cener&l ... trsrwll r eplied t.hot the U. <> • •• ould 
indeed PliY !'or the~:~ , bu t ut t. ft.i r exchJn;;e r t.t.e · .. hicr: ·:.ould huve to be 
negotit.t e<l . Desil·e ot obtbi!ling the loon E.l\<1 the be,;t dcul possible on 
the exchange r t. to , or in ot her >Yaros , of t< .<ine c&r~ of thEir !>OSt-nr 
flnnnclt.l situu t i on , is no;. u;>i-•"'lllost in th<' r.J.nris of botl Cencrv.J.issimo 
wtd ... udame . Tho Cenct nlicsimo •· il.l no;. u«e t he initi<.tive in pr o, osinc 
a revised milita ry progrLW bt c<.use ne fe1. r s tn~.< t by invo~vir.G hir.1 in 
c cntraversy · .. i tJ1 Gene n .l i;lti.L~·. eli b.nd his f r iencs , so-aoing ld.ll roctt his 
finwtci <u. boot . 

If TV \\ere s tili in the .. icture , this story ·.1oula , I thin«, be 
quite di fferent . He .<nows hoi. oc tter s s~umi , lind , f r < nl'..J.Y , itches to 
d(J something about i t . hut e ltllcu&h t here hhS no1. beun c. funi "Y recon­
cilit tion, c.nd he hb.S seen t he Geuerulis~ir:o ln c. frieiJl..i.) , socit .L \,£•:· 
three or four t.U.es , l.e is not i n a 1 osit.i on t.o intervLne . 

'l'bu s t he Very Lor.f i'umtre !Jowber r'r oject i s no» the Ot<.1.y r.u.jor 
pr oj oct 7.Lich is ol'l'iciu.J.y J'launec. to b~ unoert<..cen l n Chin"' durli,G tho 
next t•elve lilouths . •·i t h respec t to this , ccy •orst fct.r s h~.<ve come true . 
The Chinese i.ir l'orco , 1.. cou;>l o of 110e.<s •·co , <1£A I'S~ed t o subr.1it its 
plttns for coope r .. t ing in the Lir defense oi' tile Chen,;t u lx sos . l t 1 aiJlie<i 
by !.!.Sl't.lnL nhO itt.S t o CO;.-.t.no trio project. 1-..i'ter SOwle ti'I'Ut rl"to.:l.:oed cougnir~t , 

Gener•l ::>trr.te .. oye r tmsuer eo f ro10 Delhi th••t personr,J. res,;onsibi~ity for 
execu t ing r.he oir ect ives of the J oint Chiefs of :lto.fl' for this <'roject 
1.ou.l.d be vest ed in Gene r al St i hell , bnd thrt he ,;oula dele{:;: t e tho l'c­
St;onsibi....ity of <.ctu.hl co.ll: . .tl<O to his <.i r udvlser , Gencrtl St rt.r.c •. o)·cr . 
l ht.rdly 1<no1. 11hetller tho inJustice or t.he mi1Ha1-y w1soundnes~ ol' the 
pro~o,;ed <-rrunromen t iG T-he more s triki ng . 

M:ter a ll , you neve in Chinu u men v:ho ht s devoten t.be lllst 
seven yet•rs of bis lil'e to stuayirl& how to beht the Japcnesc in ~l1e ~ir 

f ll!f ftfij \ ' 
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here. }'Ol' the paSt t YIC Y8t.rS I h0 },(.~ COilSia tOI\\.J.j h0~0 WI> .1 •. I•' • 

a t boy , infLic ting ser i ous duouge on them al so , 1.1th ridiculc;;usl;- lt•f"ri or 
forces . The recoro pr oves, I "t.hinl<, tha t he i s one of t.be thre" or f our 
ruost bt·ilJ.iw>t •.ir leaders of t.he 1-..r . Even l find it hc.r a t o l<eC'p i n 
mind the truiJ diuaensions of hia uchioveLaent , except ~;t mouent s 1.hcn H 
is bl'ought squ1or ely home by a cciaeut. (One of these occw·reo tne u t.he1· 
duy . A Polish olujor , v;ho l ee. the KusciusKo SqU:l.dron , hit;hest sccrcr in 
the ItU' , t.hroU!;h the Bs.t.t.J.e of britain, end h~<s 17 Oerll!Un plune~ t o his 
credit, Clime out bere to fight f or u fe· .. months .. ith t t.e Fourtee-nth 
:.ir i'orce . I Sll.\\ hl lll •·,hen he ·-.,s l et.ving f or home , after add i r.r t•·,o J ops 
t o h i s bq; , und 6.Sked hiJ.. ,l,t.t he though t of the picture out hel'e . "It ' s 
t.h o h~> rdest uir f ightinr; in the \. or.La," he ""si.Cl'ed. "I 've beon seven t ee11 
years a flying officer, " na 1 st .. t ho won t 11e~.cs of the fit). t over 
E.nglund, but it v.c.s notJ-.ing li.<e t.'lls . I •6.s c.u:.d t o fly ns 6. l'lingman 
for u bearleos second lieuten!lrlt until I learned t.he ro1-es. hna 0011 1 
w .. nt t t:bacK and t oll ow- people t.bout the motJ-,ods usca here , because I 
thin-e t.hey wil.J. be invo.lLW.bl~ >.u~n "e .,o into Europe." Hi s name i s 
Urbtl nowicz; l:o hus b.lr.lo~;t ever y british end l'olish decor~ttion , t.na l,e is 
on his .. uy t o report to t.he Rhl' «nd his goven1ment in London , in ct.Se 
you >oish to check him up. ) Yet although this is Genel'<.l Cl.ennt.ult' s 
r ecora , he bns been pe.ssea over in f avor of un tu!li nble u.ili tt r~ ,>Oll tici en , 
~:ho hli,•,>eiiS to st.t:.nd bet1.er 11itn th" po1.ers tha t be , bec<.use ),e \.ns uot so 
outs;>o«en in critiching their eb.l' .J.ier errol's of theory . He is quite 
ca lw ubout it, huving ex1~ctcd no bett er , but fran;tJ.y , lt ~.<es .ne s ic.c 
:. t het.r t . Surely out· su,;"l y of ~innin~; Gencr,.l s is not s o g1·eat lbt t .. e 
con c.ffora t.o i£fiOl'e ~<na ><icK t.Lem r ouno in til is ~nner . 

So CJucl, for tlle injustice . It i s ~till -.ors e as " military 
nrrt.ngement . For cs 1 r.rote you before , a ir o,>erttions her o i n China 
ure u sort of conjurint; 1;r ick, needin~; the uost cureful caordinuti <>n hDci 
c entruliz.ed pl.uu.in&• You ct.n iJJcgine ,.ht.t the results ··•ould be ii' t wo 
conj ur ors , one of them groEs~· lnc>.perienced , tried to tt..ce t he S<.t.le 
r abbit out of tne SLme hat . Tn< t is bbout th~ best p~rrallel I c~n ~ive 

you f or the propos ea division of " ir coJ..m,nd here . The operu 1;i~ns of the 
Fow-teenth /.iri'orce pr oper and of the Very Lonf Rwlge Bo,,,ber Pr oject 
ought to be like a boxer ' s right and left . The blo·· ~ of one shoula 
r einforce the blows of the other . Elich should be ti1:1ed in rel1..ti on to 
the other. Each shoU.Ld sup,.ort the o ther . Under the pro.,osed arranGement , 
a.ll thut llili be quite impossi ble; iiiSte ... a , the divided co ..... nd l. i ll con­
stitute an oven inv 1 tt tJ.on to Jc.punese counter-oper a ti. ns . Countor -Oj.>Cl't, tions 
cun eusi.J.y be pr event eo if t he uir effort is constnntly pl unneci to kec,, 
t he enemy off bLlence. But if you confioe tho het.vieat <.rti!J.cry of the 
nir effort to an inexperier.ceo theug)l urnb ble I:!Lln , · .. or-cing un,.er ricid 
ciirectives from I•L.sbiut;ton p.l.anuer s v.ho cannot oven remotely concdve t.he 
fightint; conditi ons h~re , you virtualJ.y insure tht t 1 t • 11- be us r.nd ne t 
the enemy ··•ho ~re ol'f b•·lance most of the time . 

Nor i s tru. t ull. The ciil'ectives t.heU<selves , frou .. n, t l beur 
of them , ure cum~;erously theoretlcul , ond ~rltten •,vithout dua ret;L r d for 
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the loct.l 1-ro~lom . .JOr o th..n l.t.li' of tilt1 VLR Bot1ber atrenrtr. i n t o be bt.sec t. t Che11iltu , it. t.ne re=ote l11terior ot" tree Cnlnt, ns c c nces3icn ~o Gonu .. l St ih.o.4 1 s oft.-re~ t.ea t.nenry th: ~ t< e J et r eae con c11 . ~..re the t'or .. t-rd t.lrbt oes in !:lost. Cnl11u r.hcno:.vcr tllu) ht.Vtf n mlno t c:. . The 
o>.Lrtt distRnco l.hiet. the Doubers 11iH h" vu t o t rt.verije to Jt•r< n .. lJ..L lilllt.eric.Uy reducf.l their bomb lo~ds , t hus '·~t . .teninL t.n., ui.1.~tt ,., efl"ectlve­
nocs of the effort. rurUaenaore , on t!.e '"'"J out thr.. "i.u. be f...;, :n._ r el:.tiv&l"J lo• , 1 nd neavU.y lsaen , ~no Gi\lst J>I-SB over tr o ct.tirt> t.~lt 
of Jn1-t.ncse helo torrit.ory ,;or t.h of tl.e Ycnct.s~e , ·•ld.ct. is thic .tly i r.t(lr­spereou .. itb !"i.,btur i'ioJ.da . Tlo o J ni''-noao ltt.V<> :.. .. or>t~.~ble Dol·t c:.r Rl.rto r , 
wta briu,;in~; down til ~ bombers •·l lJ. be li.te shootinr slt.t.in,. due.:s , no lllll tt.e r ho ... po~erfUJ. their a r • .<.ment. Ge11ert.J. Cl.enr.Lult pointoa ~>li this 
out to Gor.en 1 :.t.rL t.e::e;t:r .toen t<•~ ,>rojec t. ••S firs t. pro. osen , but. Ct:no>rtJ. 5 t.rL t u .. &yer <juiotl.y for cot t.n" ur ..;w.tcnt , uo Ua t l t C~iro , l.t.cn Couo al 
Chenn~UJ.t 1:11.uo t.ne ot.me )IOints, aeve••col of tl•e •. ~ahin~;tor. plLnJ er·s pres• nt expr essed surprise to~ of tho fight.er fields north of ~t.e Yen(tsze . The Project l<t.~ then revistd to .-rovida for bt.sinr c. ~ it.Lle lea:: t.!.Lll t.t.lf t.ne s t rcn,:tn in lo.~t Cltin11 . ..ow if F-rst Cbint c&n 1 o W!e<> us 1 o- se nt. 
nll , de svita Genorul <>t ilwelJ. ' s c<'nccrn, Ulertt 13 no J.ot;lc~l r oo son IdlY , beinG LIUCh the beot bose , i t cta~t.ot. be used for the •holt: Projec t . 

You e~.y ,.cnaor by uo• wh, t the 
Iiun:l£ Cu..p<.it;n , ... ~n~i · ra&U t.bove , Cll)' lJe. 
n t.~enaed by serious ris~ . 

;:ubbtit.ute o~rction~ for t.t.e 
T! ey a re boil• siwpJ.o 1 nd un-

a . \. itJ• s tront; r ir su,_,,or~ frau tlo~ Fourte nth '"irfo•·c• , tnd slieu t. use of },o, vy bo.::>bcrs to pulveri~c the. cr.e...y ..,a iti r.s , tl.t: Ct.:ntco 
forces next. su.. ... gr shoUJ.a ct.siJ.y be •ble t o 1 cco;.>ture I chcnr-tho &t. teu :..y 
be tweon t!ltl t wo ,,roduct.ivo o..reas of free Chinn, \•:hos~ r~!'OS.!Oet • .Lon l.oulri be the bi ;:;;eut single con~ributicn w l rof'r oving the Chinese econo::v . Tt.e:, 
taight. nlso be able to clet.r t.nc Jn, nose fro.. li&n.<o• t.nd other Yrn;:tsc.e ""sit! ns . 'i'r·<~ c:.n c.o U.is bec:.USl Ici:t.nt 1 nd J:ur • .to•• ~re •n~irel;, ac,..onoet.t for uup,,lies on u,e riv'-1' liue, t.nu L!.is su,., ly .Line c< n be cut 
b~ oir 'cti on . l.it.h thei r supf>lY .line cut , t.nd their positi no ~oundcu i'roc tho o i r , the J !ipnneoe troc1-s o~~ t.o ct.ve in W>t.tr reJ.~I.iV~J.)' "-iu•~ prest.ure. 

b . Thu Four~eonth t.irforca proj)ur shoUJ.a bo ,>r epc.rod for u 
ser ious of fensive llgt.i ns t. Ju)'aneso sh i ;Jping. ..i th r ct..dOnLbla f orc .. s ~~~d 
sup.-de~ , ev"ryono •no n MI> nud ex,,~rience "it.n the t est t: tt.<:c.ts or. Jo,-t.ne~e st.i,.,.ln& to cu.~e 1 fro::> tl.< Gcr.er<.l t.o.o. , ht;r<£8 t.h:. ~ u ainiwu... of 2001 ()\)1) tons oo •. tl.l~ cu:o be ll ccount.co !"or. It iu aor.nrito.t c r it.tin:..l 
stu,.ialt; ~ho. ~ t his 0 1>jJOl"I.Wdt.r lor.s o.ot yet. bo£1n tt • .con. ~<hen it. is tt.cun, t .. o do..:t ~lien tl1u Jt.tJhllCSO .,ooi tJ.,,nu in u.o Sout;, "'ust eruublc fo1· •. t.n t 
of su,> ort. ~iJ..&. not. ve fur off. The su.e ~oir oft'ensiv& snou.o.d LCcow&t for & ,;re t stren~ot.t. of J1 jJl>nese air, u.nea , lJ,us &J.so t.it.t.ini' tl.cc 11. n 
second vitul spot. . T .• o .. ., t>G "eo , I ut ltwet. ,,.,rswu.co t~.e G•·o.arcl to 
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oxpouno t.llis ,-lr.n in full t.O Lord Louis .IOWlt.bl 1. ~eu , CenPr Ll .. .-colcc; or, (Ulll. t.i.c o t.r.ei"S of L'" Sl:JC crou;. . They ·llll'e ao 1u;l'd3 e<. b;, lt.e ,.oteHLll ltie .. tilr 1. t.t.c; iul..bOiLt.eJ..;I •·cco::>. .uJ.o&u it. bt t..lvo:n ~ri. rit; over W•l1 ot.hor t.n·C of ef fort , i ncl.udin(; thO l ont;O r rl.UflO b01.1blllt; of Jo ,..un , J>Ut it nt'~do prei•tnt.i,.n. It .1hl be b1~8\l in East Chit&u , cnc. to aiviJe nece-=cr: tr ns. ort.ution ft.CiJ.ities bet..ocn u,o Y~.oru.tr. • ir t ur-lt.•.u 1 •• d vo !:.1 't. c,,iN bt.Se.J .. liJ.. l .6.0ne bv"" .. ·crJt of l:IOJtt.hs . Trjt: •'J*t.: .. lent. ft.Cl.J.:it ~.oro ,_rot.~ly lnt<det;ur t.e , Lnd Ce11or l. St.ihell ' G stl.fl hLs ~o f1 r r"ruaec t o -.ift t. fit-t;.r to iu,-rovu the:J . 

c. The Vor; Lone ilt•nce Bo ... bot· Pr ojec t , under unitlca co1u .. u :1d .. 1 t[, t ho t.ir offcn,.iv ~ LLc.~c. _t :l,1,..,.t .. ._ 1 nd t:lr .x>·••' 1 beinr u~ed , uo ! l.a..vc sc..!.o , bb tl"L boxer' s l~it . 

A )ll'Oj;J'£<111 of t.ilio ~ort • .. i ll not on .• y contributE< tru tl;; t o hLGt. inc tbo ,.ro.,;rea~ ot tc>e ~&r . I t .. 1 .... tho ,-rovide h &or£ tc•Ln aaequ:. t e £Ubs t1 tute , in tt.e rliiiG or the ,-ubJ.iC I for tho bUTI:ll Cl .. puic;n .. lliClo .ICS 1'dioci to nutcri<.li•C · There ~ rc J.Henl~ no ob•kcJ.~s to euch t • .~rot,-rtt e~~;ce,.t. u.cse ere• t c,. bj ~t.atc tino, i.ncfilc~enc. tnd .l.t.c« ol' L.q_..J.l Lion . So c.ucr t.itue t.t s be~r ... fst.co nu .. tt.t t I ,, not. cure .t.bkt.r tl.t; I)XictifiC b1..d ml..clllnery cun ,,ut the pro,;ru~. ov.,r. (J uly l is tl1o dt.ttt 1.ben r crciinet st.ow.d be 1.t u.ineo l'~r Ule u.tire effort , s~c• tete b &t f::.t;t.t.~•·t. .. t t.t.• ,. Le._11'1S t.hen , r.d i s 01 SUCJl shc r t cur<>.ti n-flvc ~"nt.hs--t.hht. W.i ol lt must be used t o ncl•ivve tJW>.i,.ut: ofi'oc t) . fr<>n.Uy, I aon ' t bo.Licvo ~loe jot. .. uJ. no .. b' Lot.ti, Wll.,~~ the I)Xisti n, "'"ch-r.~l:,· is im. :-ov,a . l),._ el.:.Slc::;t. ,.L..r to 1aJ4rovc it. .. ou..ld. l·c t o C' nfic.p t..bc to .. C:O::.....tl.Df.. t.o Ccncn . ..L. .. e<.ell!eyer , \\iiO 101oj., 3 ho .. tO t.orK 'fdt.n cv ~..:r'JOtle , htS " l bUJ.. uuaarct.L.naint.: of t.he m1J.i tLr) .-rob.1.o~ r.el c , <..nd i s t. rounc ofl'icie .• t 1>1611 · Foq;iv< •.e for ..... .un.; sc 1o,.orti .. ent & sugcest.i cn . I ct.nr.ot. oociO..•••t. t.l .~ .. <.f f#it.tu.. t.lvn r.L .._ct, &x lst.o 1-l.c. o in t.t10 ~Jl"eSO.it. st.t 1"1' , beet use 1 .u. cA. np.a..ce . L:: ! O.SSUr O you , there llOVcr '.,( S C.ll OUt.fi t 111 •>Or O!! uecu of be lilt. pul-CO •l•c.r . ...; t.ogcthct· . 

I .. ht. I coulu tolo< to you . 1 c.rn sur < t h:>t if 1 could •JU< te chuptcr t.no verne , t s i l. \oou.lu be Ot..Si to co 1 or uv \rr;, r .. ~ r~ ill t.t .. lb J.ut.Ler , :,ou .• oo.u.d f~d es • co. 1 ><no" t.o. olfficult it. is t., uct 1n t •. ose l..t-tt.ers , in v1o• or t.lle vuric.us 1rn1,e<iintnts t o tction . Yet it 1. 1.~.1 bo so tx·~.ocic , so · .. us t ot'ul , U' no t.cUou io t t o<en , thu t. 1 ct n11ot forcto~r t • .l.c.y l.ro~ tuS)·body 1r. t.hlo ...wmer oncu .. ore . 

Your~ us t:V t r , 

(s) J oe .nso,.. 

P . S. One of the politlcit.ns ' a r[u.:.cnt.c g.inc t. t:1v1nt; Geuert:l c .. enn&UJ.I. con; t.nti of t.:.c Vl.n Lo-ber r r ojoct. is t.hht. ,,. "does hOt unotorSt.ohC r ec.v;, bc>ht.rdl..cr.t. I sug1 oet t.hL t you cl.cc.: tt.is st<.t.CI.&ent 1.it.:. Cenor·tll /,rnr•ld 1 8 truutC<t SUbOrdiOI.ol.O 1 LOQ one Of tJ,e b08 t h&L V'.( Jn~:.bCI •• eu il> tbe / 1rt'orco, t.t~o co:;...LJlueu the )08t_ hec.v;, ~o:.>u grou, 1n Cl ,im unc.er the GenH 
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THE WHITE HOUSI! )' 

WASHINGTON 

r .. bru,.ry 7, 191..1. 

My le·r l:r . ?r~.i ent: 

~!e•·• .L.. .. "n t.her .. nt..•. re t..~.u;; lt't.ter 

., .o • :.s ith our ••. lx.. •t ln ChlM 

!1 . ~ . 11 . 

enc!. . 

DI CLASSIFIO 
sy Deputy Arch1vio t of the u.s. 

E E.S 'l \S12. 
By 1. J . Stewart Onto 
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lll:J.h ..Cht.w.• 
!LL..r...L"u .. .l.l...o~ u .. J.l.t...L .iir.J.~ .... ~ ... rvi".C....;, 

Ch.u.J~. oUh.Jh .U•iJJ..h 

The ho11or able 
Hu r ry llo~.<in• , 

Tho t.hi~e House , 
loushington . 

rollow1.n~; u.• the convcra<oti.ua • t.1ch General :;t.ibcll c.nd 1 hlld "itoh you W'lfi U,e ?resident. t. ~ Cfiiro , 1 enclose t. memorundum whlcl. I bo,•e ''ill be of interest . 

Froo t ime to t.1a.e I OXjJect ~o prcp~rc o thPr brief rncmort.nda on v"r ious ; robLons conf'rontln~,; us in u s t. J.a!,. •nd cloo.ll ;;euo you co, los . 

s,ou.J.d you •hh to discuss F"r Eutern <.uest 1 ns 11lth ex1.erts in ;,t.shin&ton , I m.v., t.~o nWJLS to sugc~st : J ohn Cnr t {•r Vincent <ond LEurenec S&liabury. Vincent ' s name, I r CcLll , you ~ew. f.e is r.ow •lth FLA. s.....labury i s a Ja,.._noGe lc.nt"UC.t o ot'flcer , us Bohlen 1s llu5'ivn 1 nd 1 Chinese. Ho hao servo<i in both h!JLn <.nd Chinr.. , inveo~l&c.tod on Sj eciul orcer s l'roL. tl:e 5t.t.te l>cpc:ruc.nt the J u,.t nesc occul)6 t.i on of M>.nehuri1;1 Uld unt.1L .. o.ont.h or t'>~o be­tore Pot.rl llc rbor oerved ns t>olit1cul uoviscr to S~;yro in •tln1U: . he hns a1nco been J.as1 .. to.Lt. Croief of tr.e F:cr U.storn Division , htr.dllnt; Jt.,.;.ncse u.na J!.oreur. ""'tt,rs. 

Sincerel:t yours , 

(s) J ol,n l!nv1es, Jr . 
Sec()I,O Se eret4l'j' or L..b .. SS)' 
Dutdltd to G•ncr~:l Jtiheu 

bE GREif 



T1.u Generllllaai~.o i s ,rob.,bly \J•o ou.ly Chineso "'l•o shf res the 

popul.r.r /.Jl8l'iet>n uisecneo;>t.ion t hljt. Chlnng Ke1- shelt ill Chinu . T, h 

eongcnitil fiction 1s ~01 th exnminin~> · 

Ju.-un 1 a s r.tuc,~ cough t Chinn in mid-SJnSsuge botwuen seuoi-f'eua!i.lislo 

and LlOdorn stlltehond. External pre~sure in t he fom of Ju i'{ nesc 

ascrossion Wj.IOS80 • tO::JI'Orar.r Ul'litj' on tho various elegcnt.s ;;tru,.,l1~ 

t o d~~.ercine •hetner Chine wus to develo,.> ulong democrc.tic or autt.or-

itur iGu l i nes . Public pressure comvell~Cl Chi" ng , \oho •t.s Ute stront;~st 

of these elements , to becooe t he sye~bol of u unified nut.icnt.l ~ill . 

The intern"l conl'tic t wa.a aus;-ended . 

Thio sit~t.ion continuec so long ua the Ja, unese ~ tt.eoyt.eo to 

brine Chinu to its knooa by mill tt11-y mtiwls. But ofttcr t l.e ful.1. or 

hunko• in 1938 the ~or euterea u per iod of mllitllry stut;nntion 

•tich lu.s con tinueo until now. J&pt.n odo,.>t.co i:ls"no t. sr.re•d 

polio} of jJOJ.lt.ict.l t.nd econo~ic ol1'eusives desi171ed t o bring ubout. 

Cnineeo disinteBrc.tion t.nd coilapso. Confronted with t his ner. 

J a1>Wleee t.ucti c , r•hicr• j)TOillinea hi!.. sowo reapi t o t. t tile ex,ense of 

other Cl.inese c .l.e:oent.s , Chit.n!; c!-.one w obt.mi<n Ch.l.neoo unl.t) c.nd 

rct.rot,rescea t.o his ,.re- •ur posit.iou fill a Chinese l:ll. ... it..;rl.~~ sec.U.nt; 

t.o dOilint.to ra.tber thc.n unify <.ltd J.~>t..d . 

The Generalisol.r •• o soeke to doo1m>t o boct•use he hue no "ppr oci v tion 

pr oouc1. or his llLit<od l.ntelti&ence, his Ja.,r.nese aLiw~ eauc:..tion , 

11111 former close contact wi th Ger i:lc.n Cl1 ... 1t.t.ry o.cwieer:~ , J,is ul.liance 
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"it..'l the usurious buaer-ll.r.dlor<i clhss, and his reversion t.o t.ne 

ater ilo woral18ue of tho Chinese cli•B&ioo. The .,r1~.1t1vo 1>cr.. e r 

coa:pJ.ex \.llich 1oea his oricine~ a<~t.ivatic;n ht 8 oevclo,>Ed in"o 8 

bljJot ed co•wiction thtot China c~on rc.U.ize itu dos tlny ouly un or 1118 

procepwrohip . 

Ch11\ng1s tecl·,nique of domin~tion i8 t~droit 1;o11t1cul r.um1pUJ.t. L1< 

of the VLrlous eJ.e.>ents of the Cl,inese po.i.l tical ac"n" Lnd , subsic i c.t 

omployn.ont oi' a gungst.er secr et po.l.l ce heuded by Tsi Li. he ls t l.o 

purty . But. t.he Kuomi nLung , once nt1 E'XJ'r osslon of Lcnuine uutionr lis t 

fe;o.l.inc , h no•· ou w•certloin equil1briwa ot' decadent , com~;ul.lr.t u .cU 

t.J.tJ, uoithor dyn&mic prlr.ci pl os nor e po,>ulur buse . Sue!• control 

as Chinn• ht~s over tfoe 1\uoulnt.Ln& is ec~.leveo throut;r• plt.yinr tr.e 

f act.l ona •itbln tho p<lr t> one u,;uins t the ot her . 

Li"o• i s .. i t. \.l:e J.srtt"r n.r tionul scene Cbi&nf, often uti-hinr 

t.ho J(uomintnnt; , IJ&llipu,.J.uteo a poll t ied bhlence omong t.he r .:s idual 

• <-r lordo , di ssident o;rou, o in hi s or.n Lroq , pr ovincial CJ.i'l u.,e , t.ho 

vuppet.s . The w•or~u,i:..oo -iber als r.nd 1n t.el- ecturu.s t.r e a po tentiii.J. , 

not. an iJ.-.edit. t o throu t . 

Cl.iLng ' s pururoountcy is , t.horefcre , i usccuro und unsound . hio 

relucttncu ro expend a1 .. 1t.ul')' s~rengt.h L{'&.inat. Jap~..n , his bnxi c.us 

,>reoccu).)ll tlon wi tb securing domdutic supr e®cy , hib suspi cion ot' ever) 

one urounu hira ..nu his 1ncreeslnj; er.oti onul insul.ilit.~ bet.ri•Y ll 
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auhccnacious reo...i~t. t.iou o1' t his . 

t.he cent.rU'w(t.l forces ln Chint. ere grow tn& unuer . •r ol onced ecan®ie 
strni.n twa bec~uso the Soviet Union 04Y j oin tloe .... r ut;t.inst. Ja. t.n 
una ent.er o<nnchuril.. t.nd No1·th Chltu. , the CenoruJ.iselmo faces next 
:year the cr"'vu:lt crisic of l.is ct. r eer • 

.,),c.t for~ nnd couroe the crlsi;; ;,UJ. W.te is l>tPOS~iLlo i o .,rcdict. . 
6crt.e.ln cont.rlbutor;: f actor s , ho1.evcr , ere clot.r . One is the inc1·ens-
1nc4 indo;>endent <o ttitude ot' troe Chinese Co . .r:ounlsts, •·ho no. ea;y 
thc.t they no longer l'eL.I' ChunGJ<in&• "lf Chi<.nf r. .. nts t o c01a.oit 
sui cide on us , tht. t suits us . " Attotner is the eccelcrc ting econo.:~ic 
disint.eo;rs t.i n . '' thi ra is the cr<>wins r ustivolless of certain pr o-
Vinelc.u.. c.na. . ..~i~it.t..ry ft..c ti ~ns . ld\Y <.UP or u cOrl,bimtt.i o n of t.tese 

By r eve r slne 1 is policy of sixteen ;, u~rs ' st.t.nait.t; , rcforoinc 
tloe Kuomintang ancl t.w<ing Ute looc. 1n " ~;rnulno uni t.ed 1 rvnt , Ctitm~; 

could sure~ ourvi ve th e crisi s . But t he Cener,.J.lssiuo is o t only 
,;ersonr.lly inc~;,,ubJ.e of this , he is :.. hcstnte of tll., corrul't forc£o 
he r.b.nl pu.1..a ~a. 

In t.r.is uncertain eituutiou • e should :..void co • .miHin;; oursolvus 
unhlten.bly to Chlanc . ..e should be rend; durint: o r c.ft.-r t.l.o • .,r 
to tajus t ouroolvos to ,lOSnible renli£)\mcnts in Chint. . o~e shoula 
l'.ish, for exemplo , to t>Vold l'inding ourselves ut the cloJe of tl'.e 
•~<r b~c«inc 1. c'ulitio11 of Chihllg ' s «uomiu\.I.J>I! Wld Ute degenorut.e 

... -
... - . -

llfJCLA8IJI7III 
- ~)opt. lAt ..... I 11·72 

FEB 7 19n 
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?U;>;M! I.S t .;cinst. ' au.ocrL tie eot.11 tion eo ...... undinr Ru •• &ir n s-;rnpr t.h:t . 
The t.doptlor. of t e.~ro ret..l.iat.le po.Liey t.o>tro Ct.i:.n.: .<c.i- ~lr<« 

noes not a..ctn Lbtr.con .. Enl. of' our objectives (l) t.:> et. i t.t .i~e ut.rL.!, 

u.J ul't.er t.ne .. c..r c strone una .Lnao.,ena~nt Chir.a . On t he eont.rur:. , 
it l.ilJ. a.. w. tn. 1. .. e ohul 1 bt mor e 11 -<t!..;, t.o .• cr· l~v t th• 8<; o~juctiv ... s . 
" r et J.i s t.ic ,Jolie) t.o .. t ru Cl.lt nt; .. ou.L~:~ tie busco 0 1. (l) r~ccgniti~n 

t.merlcut pr escw·o , ( ;.:} s t., r n b: rg~ininr; (in consultu t.ion 
•. ith ,_,.cric..z-, rcrresct.t.ativ s 11. Cnim) 1 nd (J} r ecaiHdc. to uup,.ort 

1.0 Chlnu t.na th c Unit t-o <>t.t lor" .. 

Ne •• Delh i , I ndia 

DfX:LA8srr'IXo 
flut<~ ~ ......... l·ll·'lt 

11y J . 8cba..J>t. o... FEB 7 1972 
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THE WHITE HOUS E 

WASHINGTON 

?\;bl'tlt l"Y 5, 1? .... ~ . 

T. F. l:li T' , who i. curr• nt .r ~) ,. c .. to i> 
..,J,_, l A't 

1 1i.t. ... ~· t)u.:~h OJ' , c.:._ on i .. t.u:: 
morn.r. · • H r· l. I . V-1' 1 !-'oint . · .. 1.h·, ru ; o. 
i • t. ..... ou : " 

l. ~ 

I' c: • c .. • r.stit~:io. ~ c. ~ . in ~c~~i 
·u 01 ! :n .i t.hl t t :1. tl"'-' <• ~~-'-' 
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' •1 c. po. r l bl~ 
.1 ,;ob 1.1 th Chin" il 
t .,_~ :"t_W O'J 'Jl t t .it 

o.. t 
t!'nt ~nin!"or: ~"':rJ 
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:::.~it l1 t. w}; 0 ~1 

t' 
uni 
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\,Hiin o t­

C:l t i<ll 
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1 .t ttr. to 

COl. uni: tf r. 
o. c r.in ;,"":-o 

r 

i fi ·alt. l o1·. v · t:1~r. < I ,V out.brc:..k of 'u.t'l.i.-
ti t tr. c 1 

unuou, t .1· .. ' 
ooinion . 

l1 Kuoe>int 1 I• the co uni. •• ol.l 
( 1lo by 1lll r ctio1 f o: .:m i r. 
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THE WHITE HOU SE 

WASHINGTON 

ADL1IR.4L LEAHY 

I hav~ c4r efully checked the 

I" lle::~ and find tLat I have no 

l e tter eveu remotely r esembling 

the inforcat ioll ei ven out by 

Ambassador Wei . Frankly , in vi ew 

of t h i s , I t hink that we should 

r\Ul down this s tory, ve r ify i t, 

and be t a denial from Ambaaaador 

Wei. 

F. D. R. 



, 
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THE WHITE HOUSE 

WASH I NGTON ~ 

Jebl'WliT 24, 1944. 

I haYe OGl7 oae ••endMnt to M•' ral 
Ktn&'• •••~randua ot Jebruar.r 22n4 1D 
re&ard to ChiDeae naYal requeata. 

I acr•• wttb (a) &D4 (b) with tbe 
UDderatan41D&, or oourae, that the n\llllbera 
and t,ypea ot •••••ls ahould be aultable · 
tor ddn••• neecla, t.e., au ll veaaela 
aultable tor r1Yer and cloae-tn-ahore 
work. 

In rqn•d to Chinese na•al per•o""•l 
1D our IObOOb aDd 011 board lh1p, I ap"M 

that we aboul.d not lDiertake th11 at thia 
tiM. I tbtnt, howner, •• aOOil u n 
h••• a baae 011 the China coaat, we ahoul4 
C1Ye both ott1oera an4 .m 1nltrl1Ci1ou 
1n a aohool to be OI'IADhed there. Ill 
other worttal we can aatel)t teach th• 
how to l'lm vleael .a&ine~ aDd whAt llilht 
be called preU•'"•I'7 1natr.ttlm in boat 
AD4 patrol Ol'&ft h&Ddlin&l o.f tilnc, of 
oo\ll'ae, 8D,J new thina• wh oh u e secret. 

r. D. n. 



I!E:!CRAIID1J11 !"'R 

THE W H ITE HOUSE 

WASHINGTON 

Pobruary 23 , 19fo1 

Tho President . 

Tho at tnched r.Jomorondur.1 f'ror.1 Admiral 

King in regard to assistance that we ma y saf'ely 

g ive at t he pr esent tine to tho Chinese :1ovy , 

is f'or"arded !'or your infor1~a t 1 on . 

l)I CUSSiriD 
By Doputy Arob lvlot or rho U.S. 

By r. J . Sto•·urt Dutu FEr 



WJ dear Carlaona-

Iour letter of t he t • enty-third ot 
l'ebrual')' h&a co•e at the Tel')' moment when I am 
reacU.ng of your wedclin& 1n toc1ayt a paper. !C)' 
hearty cQG&ratulatioaa to yoll and y our IUaau. 

~OQ and J~ muat haTe had a Yer,r 
1Dtereat1Ag tillle at tarawa and Makin on tbb 
lut oruiae. th& caretul prepar a tion certainly 
counta in the loog run. 

In re&ard to ChiD&, I think we an 
going throuch a trana1t1on period -- eapec1all7 
the part r el a ting t o Rori.h ChiD&. I havt.t dooli 
my best to keep some of tu Chine~e l eader a 
trom taMtng more po~it1Te action against the 
.Eighth BOute Army leadera. bu t it stM;wa to go 
hard with the <iener&lhdao. I a1:1 sure , 
bowner. that the tae tt1.ll co!!:e when we Will 
all want you back there. 

117 beat to you, 

Alwqa sincerely, 

FRA.tlK:X.lN ~A ~O~Q)V'UI~ 

Lieut.en&Dt Colonel EYana P. C&rlaao, 
4th Marine DiYiaion, 
c/o Fleet. Poat Office, 
San Franohco, 
Cal1fol'll1a. 

.J -1/1/ 
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Raider Carlson I • 

• 
·on Honeymoon • 

f 

!AN DIEGO, Calif., March ·1 · 
(U.PJ .-Lieut. Col. ;Evans Carl· ' 
son of Plymouth, Conn., leader of 
the . Marine Rangers. ''Carlson's t 
Raiders,'' who made the now fa· ' 
moua raid on Makin Island, and t 

Mrs. Peggy Whyte of La Jolla, 
Callf .• were believed honeymoon· 1 
ing today. Carlson, who gave his 
age as 41, and Mrs. Whyte, 31, f 
took out a license at the San t 
Diego county clerk's office yester- s 
day. 11 

.... _ ........;....._ .... ________ ··----- -. , . 
• 



Uear Mr. President: 

4th Marine OiVi aion, 
~/o rleet Poet Ottioe, 
::San r·ranciaco , Calif ornia , 
2:5 r'e'bruary 1944. 

! am again taking advantage or your 
gracious invitation to write to you. 

Since ! aaw you last June I have not 
writ ten because nothing occurred within my exoerience which, 
1 felt, you were not receiving rrom other eourcea. Uuring 
th18 period, aa ~lanning Off icer Of this OiVlsiOD, 1 deVOted 
myself urlmarily to t he task or solving the problem or 
seizing atolls at a miniaua coat in human life (to ua ) . While 
Jim was going in at .Makin, last November, I went in at Tarawa. 
we were both actuated by the same motive: to observe technique, 
eepeolally from the landing roroe angle, and to at tempt to 
perfect lt. The essence or our observat ions was incorporated 
in t he ~wajalein plan, with gratifying results . Although ! was 
convinced , from the tiae we made our approach past WotJe with­
out submarine interference, that the Japanese hlgh command had 
decided to pull back to another defense line and out hie 
loaaee in the Marshalls, 1 still reel that at Koi-Namur we 
erreoted a sound atoll-seiling formula. 

'l'he purpose of t his letter is to suggest 
that the t1me may be ripe ror ground work to be done in 
North ~hina by someone w1th my experience, lookini to the 
time when we can link up Ea st and West through our Pacific 
operations. I have the confidence or the leaders in the 
north , Mao Tze-tung, Chow En-lai, Chu Teh, and I have t he 
respect or the Chungking leaders, though my cr iticism in the 
past has made me l ese popular with them. The fountain-bead 
or democratic action l i es in the north, and it ie in that 
area that we will find our moat reliable inrormatlon and 
our most devoted support. 

This is merely a suggestion prompted by 
my own intuitive feeling regarding the Western Pacit1c 
situation, and passed on in t he hope that lt may fit in with 
your own plane. As always, I am prepared to undertake any 
mission which you may decide will advance our collective welfare. 

With warm personal regards, and with 
renewed assurance or my admiration and confidence, I am, 

AY, 
The Honorable Franklin D. Roosevelt, "' /) ~ 4 .. 
Pr esident of the United Statu. ~ ~ ~ 



Dear Mies Tully: 

4th Marine Divis ion , 
C/o Fleet Poet Office, 
San Francisco, Calif ornia, 
23 February 1944. 

I enclose a letter which, I would apprec iate, i f you would hand t o the President. 

I hope that thinge are going well with you, though I know that pr esent conditi one mus t i mpose an extraordinarily heavy task on you. 

The recent operation out here was a source of deep gr atifi cati on. At last we have a power house wi t h some drive i n it, a power house which ~~ the Jap scream •unole 1
, and with a fraction of t heir losses t o our own f orces . The democratic way may be slow, but it 1a implacable and 1rreeietable once in motion. 

With kind oersonal regards, 

Sincerely , 



.., ~ ~~ 
Lt.Col. E. F. Carlson, 4th Marine Division, 

~ Cjo Fle et Post Office, 
~San Franc i sco, Cal1t. 

V.1se Grace Tully, 

FEB • 
24 
1~44 
P. M 

1600 Pennsylvania Ave., N. w., Washington, 
D. C. 



THE WHITE HOUSE 

WASHINGTON 

UM<I'.\NDUM lOR 

THt SiOUTARY or !81: !RIAIUftYl 

!o tell aA whAt you sug~e 1t . 

r.D.R. 

f 

:>o~ ~('na .. l'J~~~ .,. to . .,ho t"..,..r:.s i lon~ ~-('\JTi 
''o.nur-"' Ch i em,. ·a 'i -sh~>k , ·,,.,. tlin , 1: ·•r..·si , 
"17-1.1.. , -c the f l n~tnc'~rtl u~~ n·Pr1Pnt ..}"''·""Pn 
!:;hr- r:"-it:·.n l;.,..oon an-i ':.l:e C~ i noso G0v • . 
)ts.t " th• ~ the> Gon~~ .. l i!" >ino ''P1111 1 il-:r> "h~> 
u T'Pl' . t;" c;,..,;lrl +o Ch i n 11 't .,.~''T'"''lentl ~. 'lv9 qrr;­
'1)"'"'_.,~ ···Ph "full ~u.,.1o- 'l t;y ':.o C0:-'9Ult "i t h 
C"1 ' n~ •'"v'-. . ,... ';h'ln s ""o.,.. .>elvin· of Ch i nn ' !' 
('T''.,':,icJl ecl')nl")!': iC tn-'1 f~nL.nCi'll 1"01>l•~r!'l '!9 
~n,.~r- 1 ~. p·1 in f'ln<> of ~h.n t 1T'"'S1•1 " n r ' •_; l"'"'S '!:l'."CJ . 



~~ 
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HEADQUARTER& Of THE GENERALISSIMO 
CHINA 

Personal 

President ~ ranklin J. Roosevelt 
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Mr.!·.ORAIIDUM : 

Chunpk1nr , Ch!r.a, 
14 Fobrunry 1944. 

SUBJ ECT : Coov~raati or. with M•d•~~ Sun Yat - oen 

TO AnUt.nt Ch! Pf of Staff, G -2 .(Sti~\to~ ... ,.;, 
I called on M~dame Sun by Anpolnt~~nt on the att•r noon ot~ 

F•brunr, l'tl' . Sh~ "~• 1:0,... o· · •polvn •nd •Pr r er.tl) r.t~ rer 
to belnL b1ttPr thon on Any of t he pr~vioua f ou r or five 
t1c6S that I h~d ~·t her . 

The !"ollow1r.r brlefl y Durrr-,. rltt•d no t"• or P.o:-:P of l': r n•­
cnrks may b•• or i n tor at . (Our oonv~rantlon w~a " r aMbllne 
one ond lt 1@ lmpoeAl bl ~ t o reconstruct t he srouPnee or the 
topics mPn t ioned, ) 

St:.• i'"r1r r·•·c ~r.tl~ · Pf'ln lnv ltE>d 'by .. ,u~vttrAl orp;,e.nlzntlon•" 
to visit th• United St•t•~ (she ei d not n~me theee but I w~a 
r i vpn t he irprPa lo:: th•t thPy w•r~ r•lirl' toc:Hes , partlc•. l 8r­
ly t hos• au~rortl n~ hPr ~ork in Chin~ , 8UCh ~~ the ~~erl onr. 
count f"ro•rt of thP Chinn De!ene,. LPib"'UP) . Sh~ h~d olsfl.Jt~d 
to eceept thi~ l r.vitPt l on ~r.d hoped tc l~nvr ••~ly ln V~roh • 
S~e baa , hov~v r, bP6n bluntly tol~ t h• ' •h~ v!ll not be p r­
~1 tted t o f'O a brood. 

Shp bPllPv•·a tt,, r~••on f or tl'la r •fu&•l is t h<' vi ol• nt 
r eection of h•r !.rrll 'l anc! hi r•h Kuomint•n£" officials to the 
public tlon ln ~!lOLl> ' S \\EEKLY , " Bri tlah Labor mnf'a•1n~ , 
of A r flrort thnt ohf• htH-1 SP. nt n mf'OF"'f"i" to bod1~s l n thP 
Uni ted StBt•e , de•oriblng the blookAd~ " ninst the Communlsta 
and e~lllnr for i te r eooval ~o th"t ~•dicine& end othPr eur­
pl l es could r •noh th• Co:::ouni• · • on<' "' th•t •11 Ch:ncs could 
be glv~n An Pqunl oh,.noe t o ~igh t Jap•·n . F'ollo•·i n;: the r e­
ceipt ln Chun .. icl:"..C or cop! ,..,.. ot t .. t.- "rt~cl,... s~'? V Ae SP'D r•t~tly 
visited b7 ou Te-e~·~ . Ho Yi n;:-chln •n ' Ch .. n~ ~~lh-chun£ . 
Th~1r line, which PhP charact~r1z-d ~• chlld1s~ leeturi"l, 
WAS t o upbr~t 1d hfi'r for •sp!"e"'d 1np- bnflt"lf'"sa ruc:o:-s", 11 &Dpettl1r.f 
t o ~o :-e1~n~ra•, 1WRnh1~~ CtinA 1 & dirty 11n~n 1n thP foreign 
press• and so or. . Sh~ adrr:1 t ted t hr, t oh~ t 111\1 wrl tten c oncern­
ing the bloox•de t o A~cr1can friends and supporters but 
pointed ou t th1tt 1•v -.1 ryon~ hRs ~lwny e kno wn th~ t t hJDoBP pr~ ht- r 
views 8nd thtlt hr•r o rganization, t he Cltln. Defense L~•cu• , 18 
nrlmarlly i nt•· l···• tecl I n gett lnr r~llef to the Communist con­
trolled nreaa . She m•nt1or.ed t h•t hPr· f•n lly """ •ver; ennoyed" . 

Joki ng wryly abou t restr ictlona on mo•tement , she m•ntion~d 
thAt ev~n auch ~ p·reon a& Fens Yu- he1nng hfld tc • requ at P'r­
~1sF1on• to vlal t Ku~~l~[ and t~~ ~ot ~• yet , thou£h th~ r~­
nue~ t h~d b• Pn =~~e f or so~e tim•, reoe!ved pPr~l $sl on . 

She scornfully d 1 spoe~ o~ Kuo- 1 ::t~n. •tortes that thP 
r eo ~t ort1cer • ' plot v•• Co:::oun1 st inspi red by BI'Slr.C th•t 1r 
it was , t he Kuom1ntM0 wou l d not b• v1,' l sw to nPROtiate 
with the Cormunl tta . ShP. •• l d t h•t tn~> plot ho~ bern wide­
SPl"e.-<1 , hAd not yPtt been oo~:~pl Pt,ly unoov,rrd. , WPA "F'ttsol et" 
i n spiri t An0 ob jrctl vea , and hn<l o~u•ed cnneider~tbl e concern 
i n the "hlrhoet Places• . 

Al thou~h eh• di d not know the r ra•on for t he Gen rnliari~o' 
trip to H6ney•nr -- snying 'oy fn~1 ly do•on ' t dlsouoa pOliticAl 
Affai r s wltn c e ' - - &he cer.:1or.rd th,t !!aueh Yueh wee v ~r' 

d1asatl• f1ed 
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<l 1U ilt l er1 • d and tt.~ t Pa l Chu ne - he l , Pv~n th'lut:h h• hA<l no t roops Rn<l hPno~ h~d t o prorrsa loy~l:y t~ C l~n. , """ un­hA• I'Y . 

Sh,. -·llk•d wh~~~:t torcl ;. n•r" '.~;nfi'W llfld tl Jttyh t or T. v . Soong ' s f nll from graoe . My t enornno~ beyond tho c urrent r ull'ors BCPI'!e<l t o <l iaAppo l•.t he r; Rh" e•! c' ~l,•t •h" " "' j u et .-e .,.ucr. lr: ttt> dnr"· l:.Peou & ah .. v u n 1 t t okrn 1nto th• family ooune1la . Sh• m~n\l onec! , hovPv,.r , t ho t T. '1 . " "' • tPrrlbly demor • ll r.od ', • 8t"tem nt kr l eh ah• asko~ nr by r"rsona l note on the rollow1ro{: ~ny t o oon•ldPr na h~vlnp. bPP n v e r y d la­ooura~Pd" ~ At thle nnd ~trv• r• l polnt• ln th• eonvors~tlon •hP apok,. o!" v~1"nr ntt col d , ~llrd , 'Jl olPnt tP:""pPr od , ,. ""•rlor4, pnd "nothln~ but • d l CtRtor • . 

Dlaouaa lng th• WRr ln Chino. , eh•• b•ll • ved th•t th..,se 1n pow.-r encourayttd th( !drs, plPeslnt to tt':c·~ , thAt thP wp r , . .,ul d bl' von by ott • r nov • r • •nd outs l d,. or CtlnA. Sht> r e ­mArked thnt th~r• v• r · m•ny who dlC not ·~nt to hnv~ to proeec utp the war AOt1vt"l y ~tr.C •p,h1 thrt t~.r rP 'tliiiS ,t pr~R .. n t 
A ltondy flow of peopl • to nnd f r orr "the othP r a1 0~ ". As an 1n&tllnee ehr mPnt1oned thnt the vlt• of An topertent tle.nk l fl€ o!t'1c1nl (ahP f'AYt the n111t1 ln Shenrhtt1 Ul•lf\C: - ..:"" ..... ~:..~:-.. "'!-·,- .::1..;;) li nOfo' in :·-.!..1 J.-·~1,. Stfy.l.:i · nt ,:.,.. :.0.;.1 Ol .;:~u C:11a- :.t.;.: , ,\1o..-.:: :. :.1-:'J1'\ ' s wl !P-( whO Wl\!'l lfV~n~ ln Hon~kont! t<hPn the P~olflc Wn r broke out) l a now en route to Chungk1n, . Sh,. hna reor~tly b~Pn arttn acvpr~l t1~Ps ~ · M~cao in tr.P eo~p~ny of ~~gh JapPn~•P oftloPr~ . In ~~sponer to • ~upr. ~ t~r. ~a t~ ~hoo the•~ r Prr •~nt~t1vra eoul. eontAOt 1n C~un~kln~ , ~hP rPplled : 'Anybody~ 11nd w••nt on to a~y r 1th I' ~oldl;• that Wu Te- ohen woulcl tal~ t o 1nybocly snywh,-.r~ Ant1 woul a rv·•n i"-? to thP nl r­f l ~ld to m~P.t t hA: (undoubt~dly n r~r~r noP to · !~ r~e~ptl r o! 1fu Klll- ha l Pn) . 

Regardlnf> Sir.c - Am"r lr,.n rel<~ lons , sh•' •• l cl th•t Doe~or Ku ng woe "vr r y worJ·i ~d " ovt•r p r f'APnt f r 1Qt1ons nnd the pos•lbll ­lty of ~dv ~ ree - r 1oan rP~et lon tow~rd C\•n" . s; ~ ·nQr Pntly dld not know t~~ d~t~la or th~ nre~~r.t n-F,ot1,tlone . 
Sino- Br1t 1 sh r elnt l ons , shP o~t•rorlo•lly ssi<l , hAd "de t ,.r1orn t~d e r~llt desl sinc e t h• C111 ro oonfnr cnc o". She ~xpreeeed th~ oplnl~n t~t 3rltla~ ool l ey 1a "nor • colonl• l t hnn e-v r• . 

Sh• dl<l not know of Any chllnl'• ln ~h• ahl p but en i d d~flnltely th•t Wel Tao - nlnr 
t~e Unl t•d St~t PA •nd w~uld le,vp Chun~k1n ".,. ks . -

Por • 1• n 1'.1n1stPr ­
WA~ rPt urr.l r.~ to 
ln "O""t thrt>" 

As I was l ellvl nr'• eh~ Apoloe~t•d r or 1\nvln~ c! • lAyed my cAll , soylng th~t Ahe hn~ h'luse r:u •ats nnd hila d 1f!"lculty ln v,ett1n th~ 11vin" r oom •lon~ . At th~ an=P time a~ ~hAn~"d ClP or-otu11:,.ll tor ~,.kin_ h ·r fiO:i:~ n"'v books , rc:nnr1<.1n~t t r..,t •h.., lias "lot~ of tlm• f or r e·•d1ng'. 

Madame Sun ' s r • l s t l?nl wl th h•r own r~mlly nnd th• l••d rs of t he Kuo,lnt~tnf OM• t ~or.•ld · r l'd It gaul'~ of the t r end of r e­l ~t lone betv ·en th• Kuom1nt Ang and the liber al ~rou~• . I could not help e~tt lne thP l~pr~esl?n t hnt Madam• Sun 8 po i 1t1on l a now a strn1 ned nnd dlffle ult ona «nd th~t ehn l e mor e t hen PVPr a pr 1sonPr . Sh .. l mpllPd thle ln 1\ r~the r defl M t rcm~rk wh~n ~Ucusslng th~ dlaPl•·~sur•' ov .. r ~~r .r~ortl t o hnvP th~ •nt1-Co~=unlet blockade l i f t ed: "All th~Y cnn do l s t o t PPP ~~ 
fro" t r avellns•. 

John S . Se rvloe .s-t .. -+ .. 'i) .. ,1 s.A4 .• H ... ~ .. , 1.. Sf,·, · --tt 



Exce rpt from ~ of Febr uary 14 , 1944 

•Voice f rom Chungki ng 

"Tiny, gentl e Mme. Sun Yl't - se>n spPnks r nrely. But when 
she does spPak up for t he l l b!' rol, demoorat l o progr pm of 
her late gr e11 t husband , hPr words oan be str ong ns bitt er 
t ea . 

"In a mt>e sage which reached the u . s . last WPPk, t hi s 
independent member of thP potent Soong Family ( s i s t ers, 
l•lme s . Chi ang Kai- shek , H. H. Kung ; brother s , T. V. and 
T. L.) spoke in hPr sha rpest ve in. Said Mme . Sun: 

" 1 RPact1on 1nd f asci sm ln Chi na a r e s t r ong • . . Thi s l s 
proved •• • by the dive r s i on of part of our nat lonql nrmy 
t o the t ask of blockading and ''guArd ing" t he guerrilla 
areas , by the f act that s~~A s till hol d priva te prof it 
above the na tional intPr Pat , by the oPpr essi on of the 
peasantry ~nd by the absence of a true l abor movemPnt ..• 
SomP Chinese r esctlonari <> s a rP prep~ri ng [civil "·a r ) t o 
dest r oy a democratic sect or in our struggl e . Th~t sector 
is the guerri l l o bases l n Uorth ShPnsi a nd bPhind t h• 
enomy llnPS , . • I 

"Thi s Stlltem,.nt amount ed to P di rec t attac k upon Gen­
erali s simo Chiang Ka i - shek 1 s policy towa"'li China ' s Com­
munis t Army, a demand t hat the u. s . s upply the Communi sts 
as wel l as Chungking 's nationalist forces . In Chungking, 
no one but the Gener aliss imo ' s revered s i s t er-in- l aw 
would have dRred t o r a i se Chins ' s mos t explos ive problem 
in su~h a fashion , a nd even she mus t have had some press ing 
urge to do so. 

"The Gissi mo 1 s 14iniste r of War, bes pectacled anti­
Communist Gener al Ho Ying- oh1n , t ol d New York Trri£s Cor­
r espondent Brooks Atkinson: ' TherP will be no civil wa r 
• • . The Oen~rali ss1mo 1 s plan to solve thP Chine~P Com­
munis t probl em by pacific and political means is progr essi ng 
satisfactorily wi t h every chance of succeedi ng . 111 

• 
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With what hae b~er hano~~inr l atelv, l ._ arrai~ vou ooul~ no lon~er 

he will nof- miaunderat&rt.,. . A8 you know, I h.&.'9 ~"" t C'I t1~ht oont~nuallv llif"Ai nl'llt 

deaor&licin.r "~btt Oft thf'l P-rt of C1Y o"f·icera, wt 0 ~"Onolu*'e t"t•t A."ll~ric&t'\ 

attitude towards ChinA it tn ••~~nee no dtrrere~~ troa that held by other nattona, 

tuppliea, China it treated not •• an equal l1lce Orttatn and Rues ta, but &a 1. 

ward. 

the Preaident haa ooneiatently sh~ htmsetr to be the one rree t rr1end 

of China, and I may Sfly on 0''r pl.r"'t n ha...-e bean lovally re:!.p0%3s1Te . We ht'9e 

OA11te of th" On1ted tiatt one. 

wh~"ever it onncerna t~e1r cr~ intereet s . will ~ot ~•Ve or n~esstnns in tho 

,. • .,...r,. l interest , ao that t o t '· ts day they will ~ot co.aoedo to tho 'ln1ted State a 

the ~1reot1on and th~ location of the Supr~e Wiliterv Counci l. the re~,l~ ot 

and execute over- o.ll atratory • a.nd every eonntrv locka to !te oi'ih ilrl'n.edlat" 

intereAts, so thAt the Ax1 ~ js euceeasful ly 1mpos1n, i ta r r nnd etrat or.y . What 

a cut·rerenoe there 11 betweea our attitude toward• the l'nt ted Ste.t es and thllt 

or Britain and Ruooiol 

Ir in tuture the Anrlo•A:u:rlcan j oint ataft 11 not enlern!d to lnolude 

China, and China ia kept out or the Wunitiorta Aeetrnmenta Board, then Chi~& woul4 

bo just a pown 1n tho '""" · Gandhi told me when I • i o1te4 Indlao "they will 

never Tol unt&rily treat u1 Indle.ne •• equal a , why, they do not even admit your 

country to their atatr tt.lk~:~." It we e_r o thua treato!1 dt~ rint: t he atreaa or war, 

Wl'\a t btOCIIl('& our poaition at the p"aee conference? You ~..ut 1nt~ic:t that we hl'9t 

our~atand, and we h&Ye ~~r OMn 1nd•p~rdent poattton to uohold . 

I ~ ~ 

~ 

• 
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~lth all the Prteldent't renerout t nthuai t .. ror China, and wtth th~ 
~tote fund or roo6wtll there l t fo r htr in thlt country , th~ reneral1aa t.o 1 1 
MUII &O h one or de aptlr. China hat prino~oelly l telr·t d a.rtill~ry a_nd plt"'e fJ , 
•~4 atter one year or Letee- Lend •oti~itles her po~~tlon in t~eee r••n~ot~ 
hat hkrdlv been improved . 

ln arti llery , except tor a few .nti•t.nk runt, onlv 97 three- inch 
howltura have a.rrived ln Bunoa , lndh. and China with 6&00 r o•mda of unun1tlon, 
t. ~ ., about 85 r~JI"~I ptr ru-n. The .. ITO the only f'Udl a n lltble tor the 
Cblntae a nale a ln au.,... 

In alrere t't, et net IA-r"!d- Le:aae eta.rt.ed, no oo.l'!at pl aree htTt u r he4 
ln China althou~h 1 hancU"•l h t t t.rrhed tor the A:a.r riot n Volunteer nr~'~~ lP• 
Saae puraulta tor tht rht nt at atrtorce th~t arrtved in tn~ l• were t.ke~ o•~r 
by nener&l Breretcn 1 a t enth Purauit nroup. !he r~n•r* li 11iao haa ur rentlv 
111ked for 300 phcea to •••• the dtu&Uon in B-unu.. l n 1teed t he Tenth Pur 111it 
Gr oup h• s been d1Terhd to r.o.vell t. COI:I:Iand . 

In eh1 np1n~ we 1tnt throe ahipl per month i n J1nuary a.nd Februery . 
In Kar oh •• aent only ono 1hipload, anrl in April only 1600 t on e . 

The Prea1~ent h•• Accorded ~ene~oue reco~itton o~ Chi~ •• one or 
the to•.1r principal powers tiptin~ a r aL"'la:t. t he A.zi a. But in t t.e •.atter or 
a'JpJ)li~a . Rusd a ia rr..,teoted by a protocol . the U, ~ . e.nd 8:-itain arfl' o., 
the ~unitiona Aeei~nt Board, but thev ~~ int.rea ted pert1ea . le~it~a•@)y 
anxtwa to huUd up t.het.r own &.raie a. China , in ettaot, 1• thus 1n the l~at 
priority rank, botb tor 11:ppliea and ahippi..nF. 

When Chin .. • a requir•ent• ue conlider•d , frequently ahe ia not even 
consul ted . When oonaultat1 on• are 11ade , Chinese repro .. ntatSvea appea.r for 
a he a.ring, and a verdict it a.rri.ved at without their knawi nA the bada for 
the deoiaion. Ayain, the1e deo1aiona arf' fr eq,lel'ltly &dvercoly chanr ed wjthont 
oonaultation or even exnl•nation. 

ther~ 1• no intenti on t~ lod'e oceplaint• a,a1nat the pe~aonnel ot 
the l.&r i>eputbent, They a.re but htaan. hi th thh baok•round and this aot•up 
ill which China doee not p~~rt1eipate ln tl-,.e li.uni ttone .A.aalmaent Board, ahe 
•uat r'Pt.in a forlorn client. 

Ttten t here 11 t he Q•Jeatt trn ot Air 'J'ranaoort. The Preatdent waa 
e.nxtoua to ma.1nta1n a r oute to Chint. tl.f'ter tho f all of Ran~:oon, a.nd tuairned 
100 trent port pla~ea to tht lndSa-chJna air aer•iee . Onl y a handful or them 
are in operation. The ai r tranaport at~rr on tb& •~ot hae became over- cautioua 
and atated t htlt botore 'Jovemblr only 26 eoul d be pl•ced in eervlee . Ex-por ta 
of the Chine National Avhti on Cor f)oration, e. 1\lbaidh.ry o£' Pa.n•Aoerica.n 
Airways , teatity that the whole one hundred atrpla~e• could b~ empl oyed now 
if a eintaum of operation r i1k1 are taken. War doea not a dm l t per fectioni~. 

Pinally, the fie"\~ralhti.ao teel a himaelt entirelv OlJt ot touch. with 
t)oe aain declalon.a or atr&t.'Y. w"'il"h. protOUD4ly a./teet Chi.e& ' 1 !\lture . Wb.eUttr 
a rt otte,..at•e will atart t'rca At.lttralb . Whether it it oontidered te:adbl .. to 
hol d Burma, what at.ep• are talc~ to prot.ot the lDd.ian. Ocean r oute , what atr 
rorcea Will be aent to India, lur=a a.r.d China , oza dl the•• •ital oue1ttoca hia 
rol~ it that of an oeoaeloo~l lt•tene~ . Also, be it re2~bertd it i a tra. 
t~eae deci ai ona or etrat·~ t~t atem~ ~he question or alloc~tlo~a of mun1t1ona . 

~o~ th~t Bvrrna and lnd1• are in danrer and phy1loal itolation t hr tatene 
Chi,na . the symbol or Chilli &I a.n act ive Md f'ull pf',rtntr t o t he United Statet 
~ecomea even Mort taportant t o ooabat war wearintat and the power ful propa~ands or the Japanete that thetra it a •;ar f or the •indication or Adt'. 

(l ) 

( 2 ) That China be re~rea,.ot;.ed on t M eub-oo..ttteea f'or ""r ou"d 
and Air of t~• UUn1~1ona Atti~""nt Board. 
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HEAD0UAIITE118 01" THE OENEIIAL1881MO 

CHINA 

( Tt•anslation) 

Dear President noosevelt : 

The bearer of this letter General Haiung 

Shih-Fei, a committee member of the Council of 

Military Affairs, is coming to your country to 

represent China on the Allied ~i litary Council . 

For many years General Heiung has been one of my 

closest colleagues and his ability is outstanding, 

Resardine J apanese military and poli tical problems , 

he has not onl y expert kno11lede;e but also penetrat­

ing i nsight . He i s particularly well acquanted 

with my views on political and military questions , 

I n my judgement he i s the man for t he post 

to 11hich he is no•t1 a ppointed . I hope you woul d 

place confidence in him and give guidance for hie 

work. Any courtesy you eho~1 hi m will be deepl y 

appreciated , I trust that General Hs1ung will 

make ~1hatever contribution he is capabl e of if 

he i s consulted , 

Yours sincerel y , 

(signed) Chiang Kai-shek 

I 
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uear Mr. r>reai~ent: 

4th Marine Uivision, 
u;o Fleet !'oat urnoe , 
~an ~·ranoiaco, '-alifor nia, 
25 March 1944. 

'!'hank you for your very thoughtful note 
or 2 .March. !t was very grac ioua of you to notice my 
wedding. r'eg and! are supremely happy, and l consider 
myself most fortunate. 

·My trip to New York was unexpected, and 
was arranged evi dently by Pearl Buck wi th the Secretary, 
to enable me to apeak on the occasion or the ~un Yat-aen 
memorial. I'm afraid my speech did not aid my oaee with 
the Generalissimo for on such an occasion it was necessary 
to emphasize the democratic features or Doctor Sun ' s 
program. They tell me the Chinese Mini ster wiped his brow 
profusely during tne talk. 

I gleaned from conversations wi th friente 
in New York who have recently returned from the Far East 
that the internal political situation t here is critical. 
It is moat unfortunate that the Generalissimo has eo many 
undemocratic leaders around him. '!'he ~emocratic urge among 
the people is strong, and 1f the democratic elements were 
integrated and given soun~ support the effort against Japan 
t here woul~ be tremendously augmented. r·or my part, those 
democratic elements are the only ones I trust. 

Thank you tor your confidence. 1 shall 
endeavor to be worthy of it. 

With warm regards, I am, 

The Honorable r·rankl1n D. ltoosevel t, 
¥resident or the united States, 
'i'he White House, 
washington, D. c. 



Uear Mise Tully: 

4th Marine Division, 
Cfo Fleet Post Ottice, 
San Franc isco , California, 
25 l'~& roh l !:IH. 

I have had a number or s ur prises during t he past month. When l wrote in February l d i d not exoeot t o 
be abl e t o return eo s oon t or my wedding. And t he New York trip was a oomnlete surprise. ~earl Buok had asked , early 
in February , that I apeak, and I had decli ned because or my 
pr es ence here in the Paoifio. When I appeared in the ~tatee tor my marriage ahe apparent l y got buay with the Secretary , with t he resul t t hat my leave was extended r or t he pur noee ot making t he trip east. 

Lt was good to hea r your vo1ce on the t elephone, 
and l aupreoiate your ef fort to make an appointment tor me to see the President. I had not expaoted• t o be able t o do eo, both because ' I know how busy he is , and because I coul d give 
you ~o advance notice. l had more t han my share or hie time 
l a st summer, t hough I must conf ess that it 1a always stimulating 
to t alk with him. I have s upreme faith in him. 

Thahk you tor your grand letter which l 
rec eived when I returned t o La J olla . ~eg and i a r e very happy . I hope you may meet her s ometime. 

l returned here Monday, and began burning 
the midnight oil immediately. When this war le over I shall have had my fill or the Pacific . I've trudged it east and 
west, north and aouth, by sea and by a i r, until I know 
every teleohone pole . 

~resident? 
Will you please hand t he enclosed note t o t ne 

•ith kind regards and beet wishes , I am , 

Miae Grac e Tul l y , 
'i'he Wh1 te House, - . - ... 



~....,...,~ 

Lt .Col. E. F. Carlson, 
4th Marine Divi sion, 
C 1o Fl eet Post 0tf1ee, 
San F~anc1seo , Calif . 

- ~ 
' l 

Miss Graoe Tully, 
1600 Pennsylvania Avenue, 
washington, 
.l>, C, 
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THE WHITE HOUSE X 

WASHINGTON • 

llihrch 8 , 1944· 

MELIOR.~DUM FOR 

THE ACT!.~G SECRUArtY OF S'J.'i,TE 

I ~m 1ncl ined to think that 

we ought :;;) advise Chiar. t, ,:ai-a he_t 

of t.hi s (Stor.kholn #'757). You 

mit;h 't prepar e SOJ"ethlnt; fo l" '!!l.Y 

signa t ure . 

F. D. R. 

Dispatch froro ciit.i ster Johnson , 
dated Marc h o , 1944, re German 
officials interviewin, scores of 
Erablish speaKinL ~en and women or 
Gerr:JG.n ana other nationalities for 
voyat.>e to China as pseudo lnissioLaries . 
Several persons interviewee came away 
;,i th impr ession that plot was bei ng 
hatched a bainst Chianb ~ai-shek and 
his Vlif'e . 



./ 
' a ... : Jhe:ete 

SECRET. 
"00" 

NO DI STRIBUTION - NO STmOn. 

OHUNGKING (CHINA) • 

I ??FT. 

Please aornmu.nJ.oa te to President Ohia.ng K:.i- ahek the eub­

stanoa ot the tollow1ng m.esaage trom the PreB1dent1 

QUOTE Aooord1ng t o a r11p ar t raoahed tram a Danish 

se8Jilan , aoorea ot Bnglieh apaalc1ng men and women ot German 

and o ther na tionalities ha~e reoently been inte~iewed a t 

Berlin by Ge~ ottioiale i n aonneotion w1 th a plan to 

send pseudo missionari es to Ohina . The o tt1o1als appeared to 

be seeki ng per sona whose a ooant wou~d enable t hera to poae a a 

1111d- wastern Amer1oans. Snaral or those inteniewed reoehed 

the impre881on that t he projeot i nYol'red a plot againat you 

and MadiiJIIe Ohia.ng • 

While thie report 1a unoontirllled and m~ well be without 

foundation, I teal 1 t lilT dut y to 1Jltorm you thereof . 

l!'RAlna.IN D. ROOSEVBLT. UNQUOTE 

REGRADED UNCLASSIFIED 
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DEPARTMENT OF STATE 
WASHINGTON 

. 'l . r..' 1;, ' 1944 

V.E!.:CRANDUl-1 F.:R THE PRESIDENT 

In comoliance l·•ith your instruction ;) f .·.arch 8 to 
the Acting Secretary of Stnte there is hereunder draft 

I " 

or A telegrAm to PrPsi dent ChiPng Kai - shek . Befor e , how­
ever, decision is reached to dleoatch the tele~r~m, it 
is urged th~t note he t aken of the f ollowink considerPtions , 
esoecinlly number (4} ; 

(1} The sour ce of the report and the 
chllrocto;r of the "plot" both -:~rou~e e str ong 
belief that t he ~hole thing 1e a fiction of 
some~ne ' s 1ma• inat1on or a t best a misinter­
pretation of a he,.r eay report . 

(2) The poeelbil1t1Es of putting into 
effect any such scheme are so remote ~~~ to be 
well-nigh i nconceivable . 

(3) Ho~JevPr, ChiAng , receivin~ t he 1nfor-
11ation from the President, 11111 obviously be 
inclined to give undue \<eight to it in spite 
of t he concluding Eentence ln the telegram . 

(4) The noel tion or many Americlln mission­
aries i n Chine E'ven no'~ is not enviable . They 
are spied uoon by local Qnd party officials; 
their movements ~re circumscribed; end their 
wor k 1s subJec ted to unnec essary supervision . 
The rec eipt by Chiang of the r eport in refer­
ence f r om the President rr~y very pr obably 
result in wor sening this situation for the 
missionari es , particulArly those in regions 
close to occupied Chi na . 

Enclosure : 

To Chungking . 
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• s ew ,..,. OPPtea 
........ .....:HcA'ft....,....... 

TO-T"' h iD 

TELEGRAM SENT X r ....... _,. 
Collect Do)' lotlor ---M ipt lottw 

_._ 
a..,. Dtporln11ol o llepartnunt of •tau CUAJI -ru~1 ,,,, "SC" 

OoylttiO< W aiJn,Dt, 

~;;;r 
NO DISTRIBUTION - NO sm:cn. / 

CHUNGKING (CHINA) , REGRADED UNCLASSIFIED j 

sa 1' . 

Please communi cate to President Chiang Kai - ohek the sub-
• 

stance of the folloYiing message from the President: 

~UOTE According t o a rEport received from a Danish 

seaman , scores of English s peaking men and women of Ger man 

and other nationalities have recently been interviewed at 

Berlin by German officials in oonneotion with a plan to 

send pseudo missionaries to China . The officials appeared to 

be seeking persons whose accent would enable t hem to pose as 

mi d-vtestern Americans. Several of those interviewed received 

X 

-

the i mpression that the project involved a plot against you ..._ 

and loladame Chiang, 

Yfuile this report is unconfirmed and may well be without 

foundation, I feel it my duty to inform you thereof . 

!'RAlTKLIN D. ROOSEVELT. UNQUOT!: 

s.rt"-- ------···-····· Ill.. ----·-4 " ·-·--------·---

I 

I 



April 4 , 1944 ..... 
q dear J..r . .. ocretary: 

fi lth reforenco to the ~•••ace fro= General t1lwoll 
to the ••ar Dupart::lont ( CI'D 15651, April 1 , 1944) , I rullr 
concur i n the doslrab111ty of thoro being aent an ob­
aorvora ' u1~e1on to t ho eo- called co.~n1at oroa of 
C' i na. >lith r o ... IU'd t o tho con'l.onta or l.ho r r opoeod moe.: 
sar;o froM l.he J>ro81dent to Oenor~US.S dmo ChlllJ:IG !U11- sllok, 
1t 1a B'J. eated t hat tho l aat aentonce of that pror~oaod 
•. ona~;:e be revised aJ.ons linea •• r ollowe1 

•r reel tl~t aaoent b1 JOU t o extend t his 1cpor ­
tant rac111ty to t ho United ~tales forces 1n Lhe 
ct.lna t hoatre wUl !.avo a very t,elpful of! oct 1n 
onhoncinc tho , ood- will t oward C ,:nA or the 
A •el l ean people end i n a1ntu: n111(:. and etrenct hon­
i na t he i r continued confidence 1n m·t na ' a wl olo­
~oarted cooperation 1n an ull- out eff or t t o wefLot 
our co • ..-on on all\)', J apan. • 

Si ncer ely roura, 

7 1972 

~· .unorabla 

honry L. .t lruaon, 

Sooretarr or .ar. 



~~ ......... ~..,_,.. 
THa e&Citn'AJ/f't 01' nAT& 

-~-.c. 

DEPARTMENT OF STATE 
WASH INGTON 

April 4, 1 944 

- V .. T 

I e"lclose for ··o•U' in. ''-'"1" tlon and cons!.ue~~tlon 

' co ~· of a 1" tt.u1 .1 ic.~ _ a.':l ! orre.r~ :n- to the .jerrc-

tFry of' · .nr co~- 1enting u-on u ,ro oaal l.Jy '"E'!n~ I'al .t.tl· 

••1ell , concurred in by Anbacaaclor ::uuss , that you send 

dis patch l~edlately of' a .;1ilitiU'y obs rvors 1 nisslon 

to the so- cal lou ~o tunls t uroa i n China . 

c.nclosuro : 

To tho .onorabl e 
.ienr.~ L . Sti ISOn, 
Svcro to!"'y of ,,ar . 

DllC!.A8SirmD 
au. ... D.-rt l.ettc. 1·11·1% 

FEB ·n72 By J . SoiJ..,.ble Do.w. J 
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Ap1·11 e, 1944 

Dear :Ad11oo Claianr: 

I a'l rlad to receive your letler of Pebr llllry 17, 
1J44 . I appreciate your visitiny the severa l air 
centers whe re A:nerican troops Are stationed and , or 
course , I am very pleased to lo'l r n of the prop,reas 
beinr 11ade . ' 

;,i1.h reeard to t he maenl.tude and s cope of Anerican 
ar~y operations in China, I feel ll~t t his i s pr ima­
rily a military mtter which is to be settled aMong 
U.e mill tary leaders concerned . Gener:> 1 .) t ilwell, as 
~ representative , will, I a~ aur o, be a bl e to rork 
out with t he Generalissino , liS soldier to sold ier , a 
solution to the probleCJ~ . In tl,e discussions between 
tLem, I an sure tl.at due consideration will be r.iven 
to the ability of C~na ' s econo~ to support any 
conte'1plated military pr op,ram. 

I am infor::~ed that dur inr tLe last mont h prop:reas 
bas been made in the dis cussi ons on the questi on or 
providinr. tl.o l ocal currenc~ f or APerica n :lili tary 
opera tiona in China , and we are looking fornard to 
a n agree"!ent beins: reached on this natter in the 
very near future . 

lo ith rer;nrd to t he other 11a ttcrs raised in your 
letter , I am c ivin& them the most cnreful cons i<le t•ntion . 

.r'l ease be assured t hat t he Amer ican people con­
t inue lo havo the deepest symrathy wi t h t he aosire or 
t he Chinese people f or liberty and liberation and 11ill 
continue to do all poss ible to help them achieve these 
abs in tLe sl.orteat possible time . 

Sinc erely yours , 

~da:ne Chianc YAi- shek, 
i.eadquarters of t he Generalis a i:1o , 
CllllllJ;kinr-, China . 



Pf~<:~"~''-' L 

,,.., ,t'RMIDUJ.' CR 

THF ',t!!Tf. HOO"~ 

WASHHO'!ON 

To t ell me w~t you suceest. 

F.D.R. 

ll!\rch 16, 1944. 
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Copy 

Personal 

Dear !.!r , President , 

lt'A!l'~uARTi:RS CF' "11E GENf.RALI~SI/.:0 
CHINA 

Kweilin, 1("-angsi 
February 1?, 1944 

The Oenera.llssimo and I have j ust comnleted an inspection 
tour of the Hunan front ard are nOYI on our way hO!!'.e , The OeneraJ..­
iss:l'l!o held a. five day conference with tho military com, anders of 
tllis area in spite of the fact that the " Island Dwarfs" bombed 
our vicinity every night . 

on t his trip I visited several of the air centers where 
American troops are stat ioned, I took every OJlportunity to talk 
to your boys and to assure them of the importance o! the task with 
which they are grappling, and the concern which you personally 
feel for their welfare. Some of th~se bO'JS were rather lonely, 
for they have been out here for over two years ; and, as ~~e ground 
crew does not see action except ~nen ene~ pl anes are directly 
overhead, naturally tl)ey wonder whet her what they are doing is 
Y<orth aeything at all , It is dif ficult to keep on working when 
one doesn ' t see concrete and tangible r esult s of one ' s work. 

But t11e air force at Hengyang, .tor instance, has a r e­
ll'.al'kabl e record, and in spite of the paucity of plllMR end equip­
tr.ent during t • e past two years they have shot down 140 planes , 
The officer in charg<>, however , told me that the new Japanese 
planes -- the Tojos -- are so superior t o tlte P-40 1s that unlGss r~ 
gets new equiprrent very soon he will have to pull out of that area 
just as he had t.o pull out !rom the Lingling area a short time ago, 
These boys are doing fine work; a.'ld so I hope that sanehow new 
e<Juiprent will be gotten to them, 

Here i n K:Heilin there are several thousand men of the 14th 
Air Force. The Chinese-American Canposite Wing is also stationed 
here and fro'll every source I l earned that the oo-oper ation between 
our air force is excellent . Ther e is one squadron in the Ca:tposite 
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l\'ifl£ now being antirAly =ed b'J Chl.ne•e pilots and eround crew. 
The Alr.erican coo ending o! !icer is full o! praise not only lor 
this squadron b.lt also lor the squadrons w1 th miXed crews , 

The Oenerall~simo and I had occasion to talk to t.,.,e l'len 
of the in! an try tro.ining center also located at Kweilin, You 
will be happy to henr that everything is goir.a along beautllully 
Md that the conoandinc ol!ic~r, General Branch tells ll'e thet he 
bas no complaints ot any sort whatever, Probab{y you know t!,a t 
thja center t rains one thousand officers every four weeks . 
These officers nre sel ected from armies i n aot~ ve servi~. 

They go through a oourse of trainin& "i th /111\ericlln officers, 
Upon the c=pletion or thetr training they, w1 th the Anerican 
oi'ticors, are sl'nt back to the atr.y group and there they satahlid\ 
achnols to train otler officers, Unlike t.he air force, the remats 
are tan&tble and visibl e , and as a result, everybody' s spirit is 
high. This is the third group in training since the school started 
in November , As time goes on, tho cul!lulsti ve effects cl this system 
of tra.ining will reach unforseen cons=tion, The only sugeestion 
that the Oenerali~sl.r;;o had to :J'Ilke was that a part of tho artiJ.lery 
equipvnt in the Yunnan school should be brougllt to Kweilin eo that 
there could be a training in co-operation between the infantry and 

the artillery. 

Dr. Kung 18 11till 'l.n consultation 1rl.th Ambassador Gauss 
and lb: , Acheson rogarc!ing the finMcial &lTangcmPnt b<Jtwe~n ohe 
Arerica'l troopG and the Chinese Oovern:uent , It seeos that t.'le 

amount needed by tl'e Aoeriean d.litary in China is or such an 
astronomical figure when translated into Chinese Yuan that China • s 
econ~ cannot 1'1'1 thstand the strain and is imrdnentl,y threat~red 
by collapse, for tho ,,.ore panor money is in ctrculation, tho 
greater the inflation with its attendant evils , Both tl1e Gcncral.­
:!.ssimo and Dr, Kun& are studying this question, •ut it scell$ that 
the conditions advanced b;r th~ Treasury lle!)Utrent as t.hl'(luah Ur. 

Acheson Trl.ll affect China ' s a bility to oontinue r esistllnco to such 
an extent that tho t·e is no way to canpl,y to them. The Oenerlll'l.:<~l.mo 
is very much worried, !or he realizes so 'Nilll the diftiC'ltl tics you 
are facing, and ho would so like to lighten your burden, but s o 
far there seems to be no solution. 

Dr, Kung would like very much to go to America l n response 
to your invitation but both he arrl the Oenernlissil:lo feel that 
unlPss there h tan~ible pol!'sibility of " loan the disappointrrent 
eof our peopl e ~rl.ll be such that i t would unfavorably affect the 
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~j r.hting rora.le of the 'lfholo nation. The Oeneral.issi-,o1 therl!!ore, 
wo~ ueatly appreciate your oe·din& to China a representative e~ 
poll'ered with full autho.rity to conault rl th our Ocvt>rn""'nt nethods 
!or tt>e solving of China ' s critical economio 1\rxl financial problems 
ae aun:ested in one of your mossag•s , Such 11 person wou.'l.d be greatly 
welt'oJCed, 

l!arassed as we are by the di!ticult.tes of our continued 
resistance, the Generalissi.'Do and I take coml'ort in the fact that 
Arerics and you ere our !r1ends who would do everything poaeible 
to hol p us fight to victory. 

With al l eood wi•hc~ , 

Yours sincerely 1 

(signed) Met- ling Soong Chiang 

(l.ladllr.e Chiang Kai-shllk) 

Pl·e~idcnt Franklin D, Roosovolt 
The White House 
oashington, D. c. 



THE VlHI !B BOOS! 

WASH! lll'!CII 

~ 16, 1944. 
PIRSQML 

lmiiCBAJIDUII mt 

TD S!CRE'PAR'I' OF T!m '!'RE&SUK!t 

l.D.R. 
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Dear lllr, Pl"eai dent, 

KBA~TK!lS OT lll l OEII!RA LISSIII) 
ooa 

!be O...e....U.a~ am I ha.,. j'I!IR ocapleted aa 1MpeoU011 '- o! t.l-e lhm&n front. aa1 AN now 011 oar wq b-. on.. o..raJ.. 1 .. ~ beld & tin d.q cOIIfer..e wi\la the 11111tuy ooeoe"".-. of ~1.1 aree 1ft epih o! t.be .tact t.bat ti-e • Iel.I.D4 llilu'! .. barbed oar rtoiDI.t;,. "ft7 mallt. 
Oil ttu trip I rtdW •-&1 o! t.be &1J' HDWI'tl wba-e .lae'ricen troopa Aft a t&Uooed. I \coli rnrr oppo~\J' w ~ w 'Tflltlr bo78 8114 to aanl'tl ~- ot tbe ~t&noe ot t be \Mil witb 11bioll the)' aN vepplill&t ~ tbe c:oacern wbicb :yw ptl'tl-).4 fea1 ter their nlt .... , s- of theae bqra were rat.ber ~. lfllr ~ ba"ft baell out heNI for OYOl" WO TeariJ antl1 &a the VO'GJIII - deN IlK ... ao\1011 -p\ 'llbn -. p1.aDM ue dii'Mt~ -head, oatura).4 the)' WOIIdAtr llbether llbat they .,... clo1nG ia worih ~iJic at all. I\ 11 d1ft1Ga1t to keep 011 ~ ..._ - doem't eee concrete and tangible r esulta o! one ' • 'IIOI'k. 

M U.e air t oroe at ROQC.VaiiC, t or 1118"-• hu a ,_ ~ reoord, ..s 1a •Jil'- ot the ,._, 1r ot p1.aDM IUIIl equi~ --' du:l"111« t 'l a put """ )"'l&rl tbe:y hn• • shot doom 140 planea. !1M of ti- 1a cbarp, b ;w, telAl • that the - Jap-e ph o - the 7oj oe - are ao wperior to the P-40 ' • that IIDleea be .... n• aqu:l.~nt. -..rr •- be will ba"ft te pll1l ..n ot t.bat. area .1- as he had to pttll CNt troa t.be L1ncl1nl area a ehort tire &&•• tMee bqra AN dal.JIC f1Ae -"1 .-l .. I hope tbet. ,....._ -..,.S.pro~nt rlll be 8atten to u. ... 
Here ill l.lnU1JI ther e are .. .,.,.&1 tl" " ' - ot Ute l4tll .liP,_, 1M Qdcu~ Cq 11te 'l1ac 1a alao at&U.oned ben am tree fl'rflrT ICNI' .. I llal'Md t.bat the -peratton between ... &1J' f er .. i a -ll.eat.. !IMre ia- -...u- 111 the ~Ue 
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ftac n• Ml.nc eotirel;r named 111 Chineee pl.lo\e am IJ'OUDil o~, 
!1M '-1o•n coiii'IIUidiDg attiOC' 1e fUll of praiae DO\ aaJ,:r t or 
UIS.. ~ bl:lt. al.eo tor the eq~ with ldlted oren, 

The OeneraliesS..O and I had ocouiGII to t.alk ~ tho -
ot t.be Want.zT tr•"'hl oen~ allo l ooat.ed at l:...uila. I w 
will be ham' to bear that. rreeytbin& ie eoiqj: alGIIg boautitul.J.7 
aad that t.be oo=am'nc om-, G.eral BftMbo tolla ,.. tb&t. be 
bae no 0011plainto ot any eort. wbat.rrer. Probably you know that. 
thia oenter t.raine - tbou•Qd ot!iaera ..,.ry t aw wnka. 
These o!fioere are eeleoted fr011 8l'll11t1t 111 acti n eerviee. 
'l'be7 10 through a ooune of t.rllimns wi Ul AMr1o.ul oftiOC'a • 
Upon the oOIIp].etion of t hei r training they, 1d th tho Amri~n 
otticera1 are eent. baolt to Ule &m7 fP'O'IIP am Ulero Ulq •\eblim 
aCibools to train ot"er o!tioers. Ul'llike the n r force, tbe rosul.t.e 
era \an&ihle and via1ble1 Ul4 aa a r .. ult, ne17bodT'• ep1r1t ia 
hi~. T!Ue i a the third group in training since the acbool otarted 
1Jl lo..,.ber • A a time goea on, tho aa.W.at.i n e.tfeot.a d thia qat.aa 
ot t rainina w1l1 reacb un!oraean oons~t1on. Tho ~ sugge, tion 
that tho OeDC"albeao had t.o ll&ke wu that. a part. of the art.Ul.er7 
equipMnt in the Yunnan acbool should be brought to lttreilin so that 
there could be a training in c.:o-operat.1011 betwwn tho in!ant.ry and 
thlt artillery. · 

Dr. Kang i s sti ll in consultat ion with .t..eaasadar' Oalulli 
and ... ACib ... reprdinc the t1D&Doial arranc-ct. Nt-• t be 
Alller i oan troop~t and the Chinese Oo-nrnment.. It aee!lWI that the 
amant needed 111 tt. AIW1"1111111 adlltary in OW. 1a of neb an 
ut.ronollioal figure when tranalated into Cbineee Yuan that China • e 
aaau.., oa1111ot withe~ the at.r&111 &Del 1a i&nentl;r thr eatened 
by eollepso, ! or tlwl 110re paper IIOM'T ie in oircnlation, U.. 
FMt.C' Ule infiaU on witb 1\a attelldalll rr11a. BoUI U.. o-~ 
hllilao IUid Dr. !tung are et.udy1ng this question, but 1 t ace.., that 
tho oond1 ti cu lldftnoed b7 the Trea•lll')' Deport.ent. u thi'O\IIIl llr. 
,.__ will atfoe\ Cbine'e abilit.)< to oont.iDue r aaistanco to ·sucb 
aa a;teB\ that the-re is no wa:r to COIIP:b' to' tb• • Tho Gellllralisoiao 
1a fti'T atoll -rried, fO'l' be realises 110 well tho ditticultiee you 
era taos.nc, and be wmald eo Ulro to ligbt.en YOtJZ INnlen, but ao 
tar there •-• to be no aolut1011. 

Dr. lrq wcu1d l ike ftry a 'dllb to go to borica 1n response 
to ,-.ur 1m1tati oa bv.t. ~ he aDd tba Oeneralisobo f eel that 
-.leea there h t.ancible posaibilit7 of a loon tho di:tappointlBit 
at ...- people will be a'GGII tbd i t. wcu1d Dllfnorabq atteat. the 



f ight i nG 110rale o! the whole nation. 'fbe O.ner&lS..riM, therefore, 
wouli ll'•a\17 appreciate your aendillc w China a representat ive e~ 
~ered with f ull authority to eoa.ult with our ~emlllllllt aethcxt. 
!or tbe eol"fiag ot Cb1nats critical eaaaolll.c am financial proble• 
u suggested in one ot rov •asacoa. Such a person would be grea\1.7 
welcomed. 

larasaecl u we are by the d1!!1cult1ea of our continued 
resistance I the Oeneralisaiao am I take ca.!ort in the fact that 
.lmeriea and you are our frieDib who would do enr7't!liq ~aible 
to hel p ua !ight to Tictory. 

~ith all good wishes, 

Yours sincere~, 

(si gned) llei-l.ing Soong Chiang 

(Madame Qliang Kai-sbek) 

President l"raDklin n. Rooaa.elt 
!be 'lh1 \e Boue 
lfaabingtee, De c. 
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FOREIGN ECONOMIC ADMINISTRATION /vl 

a~ 
WASHINGTON 2.S, D. C. 

"V(l-~~ ' 

c S'l ~ w-itP r 
~~A-~ 

!o1 ~ureDOo Je Mania, Dir~or 
!naepor~tioa u4 Bwn&• 

rr., 111t.x s. Polla -J1 1ll'J_ 
Air frau per~ Dhhioa l'l.Yf -

I& repl;r reror ~o 1 
IV• eT 6-IIP 

April u, lU. 

IIAY I 11M 

Bubjoota C-6 ... 1. Cargo CarJ71JI& Cap&o1t1 .. u4 Opor&tlac Coat ()ftr 
Var1oua 0 l!Wip 0 Rolrtoa 

I 
11q I brla& ~o ;rour •"ution tho bpor1:uH of &llooatiac lone r&ne• 
bic load o&rr;ria& &iror~ to •-•1&1 oarriora pre .. ntl;r or 1a futuro 
oper&~lac crnr arlrliJI& or .,. "b.W~p" rolrtee eo that •rleqp qli&JII;1t1oe .r CDS u4 u.s. J.:rrq a-.ppliu ~ IIOY& iJito ChiD& &Ad our atr&togio - r 
-twi&h -.TO out of CbiM. 

For iAat&noo, &t preaout CIAC 1• oper&tlD& &bout $0 &ir tr&~~.eporta 
{••tl;r 0-67'• with & t- C-6$•a) l>oh- ChiD& &nd Au .. drporta 'llll.dor 
&111. ezietta& ooutraot 't.otwua the u.s. J.:rrq BOB &Ad CIAO. boauao of tu 
nood to oarr;r auttioiut paolilll.o tor tho rouad trip, tho Dilll.ja.a-Jr-'ng 
r oute reprooouto the ••x''"' r-eo ot tboao t:rpeo of &iro~. 

!!;r ut111ata& c- 56-A•a, lo~~.&•r routu ~ be flown onabliJI& & auoh apNdior 
&Ad 110ro ooonoaiod -~ ot u.s. J.:rrq u4 CDS aupplha iJito ChiD& u4 
our atr&tegio -tor1&la o\rt of Chill.& with direot doli..,uha to our ATtq 
forward b&aoa &Ad diroot o..rgo pioltup troa aoro dht&At arooa olia1111.&tiac 
t o & oonaid•&'blo a:tout tho aood tor tr&nuh1~ by al""• ooat:Q- u4 
4wiA4liac truolt tnzuport&tion. 

B&aod 0 111. &A oa-tbo-apot atuq ot &ir tr&Uport opor&tl.llc ooMit1o~~.a of 
tu Chiiii.&· Aa- &roaa, together with ill.to.-tion g&thwod trOll oo-roial 
&irliae opor&tora &nd &iro~ ~&oturora 1111. tho u.S.A., I aubait 
below • at &t-ut of tho aout oar o oar O& &oith• ot t&~~. 0• 56-A • a 
o..,.r o:o:hting •~uuop • rolrt•• u o er llllp rou u o • od 
1a tho aoer futuro togothor with tli&}lt hour• &nd •p•odo 



.. 

2 - lAIIJ'bOO J o llartia 

x-cth ot Route Xti()() ""eo<> TOO !100 9110 
ailOI 111111 ail I I al.lu ail•• 

11141& BoUDd ToiUI&go 
pe r aonth 3 , OliO 2, 910 2, 790 2, 640 2,~ 

Chi» Bound Tonnage 
per month 2, t:!O 2, 220 2,010 1, !100 1, 1100 

Fligbt Hour• 
per trip 2. 62 s. &.47 S, 96 4.42 

Speed • l.!oPoHo 197 200 201 202 204 

All tonnage figure• quoted aboTO are b&eed on only one rollll4 t r ip per 
clay &Dd taD-ott -igbt of 661000 poUDde. 

For 

(x) on tho D!.J>.j&D-K•-1 ng route two rollll4 trip a per clay 
-.y be flo~n inoroas ing the nbove monthly t onnns o 
troa 5, 460 t one to 10, 920 tone whareaa on the D!.J>.j&n­
Suit'u &Dd/or tho D!.J>.j&n•Chengtu routes two round tripe 
per clay a lso -.y bo flown thereby inoreaaing t he aoD9 

tbly tonna1• ot rout•• from 5, 130 tons to 10, 260 tone. 

(xx) on tho D!.J>.j&D-chungld..nc route l} rollll4 tripe ~ bo 
f lown d&ily inorouing the monthly tonn&go frOID 4o, llOO 
tons to 7, 200 tone. 

1100 milea r epreeenta tho diot&noe between Diajan &nd Xunlling. 
tiOO • • • " • • • Suitu 
1100 • • • • " " " ChopCtu 
100 " • • • • " • Chungking 
llOO • • • • • • • Tuahan 
950 • • " " • • • beilin 

ready ret•r•noe. rout•• opeoithd heroin are oketohod bol ow. 
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Mil•• 

J>er Ton 
J>er T/IL 
Per Lb. 

I-Lt.ure110e J . lla.rtin 

AD eot~te of the ooet of operatin& C• 5._A &iror&ft per t on, per ton 
~ &n4 per pound, ta &a followea 

500 eoo TOO eoo 950 

India Chin& Indio. Oh1v. Indi& Chin& Indio. China India Chin& 
Bound Bound Bound Bound Botmd Bound Bound Bound Bound Bound 

$101. $131. 1125. $183. u~. t 202. t l14. $2615. $212. t 34T 
. 2121 . ze21 .11:>71 . u2; . ?JJ91 . 2891 . 217,11' .lll91 .zzs; .s&51 
.05251 .08551 .08251 . 08151 .0111 . lOll .0811 . 12115,11' . 1.061 . 17561 

! he baaoa or oaloulation tor arr1Ting at eatt.&ted ooet of operating a 
tle.e of ten (10) c-5i=.t.•• o ... r routu apeo1t1ed heroin are ... followw a 

t 400, 000 
s -rr•· at 10 hra . por da,y - $!7 per r u,bt hour . 
t S2 per F/H. 
$56 per rjH. 
t 20 per F/B· 
t l per fj&llon (approx. ourrant India ooat to 

oonmeroial oporatora) o 
Oila tz per callon. 
liiiuranoe Reaor'"' t 22 per F/B (20%) • 

A at&t•ant aho~ pounde ot O&rfjo oarried per pound ot t'ud oone.-.4 
1o u tollo .. , 

x..qth of Route 500 
111111 

6 l ba. 
4 lbao 

500 
ail .. 

700 
.u .. 

BOO 
111111 

950 
1111111 

..2 lba. a.6 lba. 1.1 lbao 2. 6 l ba. 
a. t lblo 2. 8 lba. 2. 1 l ba. 1.5 lba. 

ot ut.oat iaportanoo i e tho taot that C• 6 .. A11 oarry auttioient caaol1ne 
to fly hoa .Uooa to t:11;f ot tho Chin& &irports 11ated herein &n4 r eturn 
to Auoa witbout lti'tiJI§ •¥ guoline preTioualy flown into Chin&. 

A brief reauae of tho oomparatiTo eotiaated pertoraanoe eb&raoter1ot1oa 
ot tho c-u and tho c-a..A aa applloable t o the 500 aile DinJ...,..h'M'a' 
(aaxiallll ranee ot tho c-u witbout China &•• piolalp) route , t olloww a 



._.Laureno• J. Y&M:in 

Airor&tt 

!ou per .ollth per plane 
Gala . ruel oonau.ed per deli~red ton 
Coat per deli?ered ton 
Fli&)lt or ... _ bova per 5, 000 tou 

.11:12 
1:52 

t279 
20, 200 

(s) Baaed on one round trip per ~· The c-67 1a oapable 
ot tl;ying lt rotmd trips dail;r and the c-5""A two round 
trips dail;r tbere'b)' inorealing c-u ..,utb.l;r tonn&&• to 
108 tou per plan• and the c-5 ...... lllODthly tonnage to 
S.6 tone per plane. 

!he C-46 in the •m.p• aerrloe b&a bMn bandioapped b)< ita inab111t)' 
to O&rJT hea-.:y load• at high altitudes in oonaequenoe ot whioh ita 
load t a otor 1a onl;r aoderatdy greater than the c- 47. 

It will be noted that t itty C• IS""A'• are oapable ot tl.ying 110re than 
12, 000 ton.a ot oargo per *>lith troa Dinjan to Jnrw1ng and onr 15, 000 
tons par 110uth trom Z:unmlng to DinJan. Suoh quantities aotually exoeed 
the pr.-r • .,..rage a onthly oapaoit;r ot the Buraa Road. 

With the a"f'ailability ot C• 5..,A'• t or "lllmp" rout••• ot higb i.llportanoe 
will bo the Dinjan-tuaban route (800 a1r a11 .. ) . Tullhan 11 the watern 
ter.iDQa ot troe China•• longest and beat equipped railroad, ••r"f'ing the 
i.llportaut oitiea ot X.111D, Luiohow, Henaang and 110re • •tern poillt•• 

This joillt air-rail operation will ooapletely eliainat" our depeD4&Doe 
on truok1 now usod in the fuahan•X"-'"g .. rnoe thereby re.o"f'ing a 
bottleneolr: whioh in the put hal t requently 1eriou1ly d ela;rod the .., .... ._ 
aellt ot u. S• war auppli•• to aut China. Suoh truolr:a relMied My then 
be dinrted to other ar•• 'IIbera urgently needed. 

Th• eatS... t ed tonnage f1gur .. aubaitted herein show that ten (10) C- 54-A' 1 
operated eYer the Dinjan-!u•han route are oapable ot transporting 1, 800 
tou per aonth to China and 21 t 60 tou to ID4ia, or a total ot 61 600 ton.a 
payload per *>nth. 

OD the ooat lide it will 'be noted tba c-5+-A (all air ) ooat per d•U••red 
toa tr- Dinjan to f\lehan 1a U• 8 · t265 and troa Tuaban to Dinjan u. s • 
• 114 per toa, or an a"t'era&• ot u. s. t 214.10 ••rea• oar pre1ellt ra11.-truok-­
a1r ooat tor thol ••• haul1 aaount to u. s. t2,660 (20 to 1 exoh&nge) per 
ton. s_,-llod, tbe u. s. Go"t'•r•&Dt'• pre1ellt rail-tnaolt-air oo1t to 
traaaport 4,400 ton.a o.f oargo aaollllta to tba ••tro.-ioal figure ot u. s. 
tll,l10,000, wberea1 the ooat by C•"'-A'• 1a onl;r about u . s. t918, ooo, 



or 1. 11.~ ot onr u.s. tl.O.ooo.ooo on a 1110Dthq oe.rrbge ot tefOO 
ton• wJUoh •hou1d be ao0011p1ilhed by tM ue ot onJ.T ten C•U-J. • • ill 
the Diaj~ah.all ••r'rloee 

1. Jb;pedite the JDOT-Dt ot uor .... ed toDD&ce onr 1CIJI&er 
rout••• 

2. Ct.rriee adequate tuel tor a r ound trip el'•'netlnc 
piokup ot casoline previously tlown iuto Chinae a. Hi&hor peroent&s• ot oa.pleted •ohedule• beoe.uee ot it• 
t.billty to opere.te at higher eltltude• wlth cree.ter 
ntety tor or11r11• plt.ne• and oe.rgo. 

t. Tren.ndou• 1a'Ying in tran1port&tion ooet. 
6e Permit• dinrting urgently needed 1110tor truoka to other 

China e.r ... e. 
s. RelieT.. oert&in Chin& airport• ot tr&ttle co~~geetion 

t.nd 1 .. 1e111 t1igbt oolli1ion ht.&t.rds. 
Te Require• 1111 tht.n h&lt the flight per1onnel per deliTered 

t on &e oo~~pe.red to other aircraft at preeeut in the •m.p• 
eer'rloe. 

'l'o aug~~tellt .&!C'• China•Aalt.a operation• and -.lee ponible the vrl­
moT•eut ot CDS and u.s. A:rYr::f supplies i nto China and u.s. GoTermaent 
etrategio 1rt.r -t•r1&1 out ot China. and in new ot the conditione 
reoited herein . it appears hlgbq illportant th&t CliAC'• preeeut tleet 
of about aQ C-4.7 1 1 DOW operating on the 600 mile D1njan-rru-1ng r oute 
under a u.s. ATiq 808 and 1. CHAC ooutraot. be replaeed by C·6t-A'• 
tor operation on the 800 lllile Dinjt.n-Tuehan r oute under auoh oontraot. 

P'w'thel'!IIOre, it 18 reoo-Dded tht.t when additional c-lit-J.'• beOOM 
aTt.ilable 1uoh airorat't be t.llooated t o other •-roial O&rrierl now 
under ocutr&ot to the u.s. J.rw¥ tor oper&tion oTer important ~ump• 
rout••• 
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HEAOQUART~RS OF T HE G ENERALISSIM O 

CHINA 

t.:y dear J.:r. President , 

Chunrfiing , Szechuan 
t:ay 7, 1944 

General Shang Chen whom I have appointed 
as bead of the Chinese nli tary Ussion is leaving 
shortly for the United Stat es . I give him thi s 
letter so that after his arri val in .ashington he 
may present i t to Your Excellency in person and 
convey to you my best regards . 

b.s a colleague of mine General Shang enjoys 
my great confidence, being one of the officers who 
accompanied me to the Cairo Conference . He has a rich 
knowledge and experience of China' s l'lar of resistance 
as \'lell as a thoro~ understandi ng of the efforts 
China has made in f1~ting shoulder to shoulder wi th 
the other Uni ted Nat1ons . It was especially during 
his tenure of office as Director of the Foreign Affairs 
Bureau of the r~ational !.:ili tary Council that he was 
able to have a great deal of contact with the .cilitary 
personnel of your country and other United r:ations. 
General Shang is therefore particularly fitted for the 
new post to which I have appoi nted him. 

I shall feel greatly obliged if Your Excellency 
will rccei ve him favorably and ~i ve him all necessar " 
guidance so that he may successfully discharge his 
mission. 

·.~ishing you the best of health , I re.oain, 

Sincerely yours , 

(Signed) 

President Franklin o. noosevelt 
The 11hi te House 
~·.ashington , j . C. 

Chiang Kai -shek 



, 
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My dear Mr. President: 

CHINESE EMBASSY 
WASHINGTON 

~lay 17, 1944 

I bee to enclose a telegram from 

Pr esident Chiang dated Mey 13, 1944, which I 

wee hoping to present to you in pe rson. I 

hope to have another early opportunity of 

being received by you as you eo kindly 

sugee9ted l a st week, 

With high eateem, I remain 

Yours sincerely , 

I 
Enclosure 

Presi dent Franklin D. Roosevel t 

The White Hou se 



TRANSLATION 

Telegram to Pr esident Roosevelt from President Chi ang Kai- shek 
Chungking , May 13 , 1944 . 

I am extremely gl ad to learn tha t you have ful ly regained 

your good health. 

The Chinese expeditionary force completed yesterday the 

forcible crossing of t he Sal>teen River and 1s now vigorously 

attack ing t he enemy . China 1s anxi ous to do the utmos t >~ithin 

her POI<er to support t he Allied For ces operating l n India and 

Burma, >~hich I know 1s a lso your earnest desire . As you are 

well av.'!lre , however, China i s, to star t 11ith, a weak nation 

financially a nd militarily, and a fter s even long years of war , 

s he is confronted •,;1th hardships and d1ff1oul ties unequaled 

by t hose besetting any other of t he Allied Nations . Moreover , 

t he Ch inese fo rces are at present engaged i n operat ions which 

are in the course of developing on a large scal e i n the mi ddle 

of t he Chine thea ter , on the pl a ins of Honan , and , a t t he 

same t i me, ere preesine forward with t he operations on the 

Sal11een River . China is, t heref ore, fac ing a more difficul t 

and cri tical situation t han ever before when, i n her pr esent 

state of weari ness she is ca lled upon to undertake t he heavy 

responsibility of fighting on two fro nts . I hope you will 

understand and appreci a te the difficulties now conf r ont ing us . 

(Signed) Chiang Kai-shek 



'"016) 
~ 
• THE WHITE H OUSE 

WASHINGTON 

Nay 29 , 19~. 

M~YORANDtnl f'OR 

THE SCCR~TARY 0 1 THE TREASURI 

\ /he. t do you think? 

r. D. R. 

Let tel' from th~> Secrf1tli!J· of WAr , 5/':'A/t 4 , 
dth enclosure , in rP Re.,uoe of Chinec;e Exchm~t:e 

~ituation . Copies retained for our files . 
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MAY 2 6 1944 

I aut.lt benwi til a olu'oooloaieal. n•- ot tile neaoU..Uonlo wUh tile 

Oh•=•• ~- wUob noptot w tile rake ot uoh&nae -riD& our apelldi­

tuu 1D QIWa. liMe tile n- --.ftlT 1a ._..., loll&, I aa w o •-

8U'i.aiq benwitll 1w oca\ex\, 

WbeD wr tno_pe tim arriwd 1n OIWia ~ teuDd an apMCl ouhanp rak 

ot $20 (Oit.1M•) tor f.l (u.s, ), 1lh1ah owa \hOD bad. ao rooliatio n 1at1auh1p 

w tile ~i.q wl.• ot tile ChiMao ,_. •-"'"• 0 11r roq~au tor food 

&IllS llo•in& _.. ..U &IllS tho apellditvoe""" aoa~ b7 tho Ch1MM Gowm­

_, 'llb1AIII a1ao III:ICMnook tile roqlliaik .u-pon ooaat.ruotion, In tho tall ot 

1SIIU ""- o-ral a-rwl.l Yiai t.ocl CllullcldD&, \h1a oi t.ua tiOD bad oban&ed &IllS 

illponaat -tne\ioo -. ~. u tile Oll1llNo OowrllMnt hacl110t JD'C"ict.d 

auttiat.at turuta , QeiiNOJ. St.ilwll wo .uin11 d.iroo t; expeaditw-.a to obtain 

-•ry .,...s 1D ~·tiD& uraent.lJ' aeodod raowu ... 

Oaaanl llaarftll prapaaod w Dr. JCW111 tile utabliam.Gt ot a aon ta"IOI'-

a!llo be 1~ raw, a. •IIC&Mt.ocl a rak ot 100 w 1 111 oo.pariaoo With tile thea 

bl.aok -.rita\ raw ot 120 w 1 , 'fo .. .,. obton taoo, be propoeod t hat w - · 

u- w JII'OOIIft $20 (ChiMoo) tor MOb t1 (u.s. ) nth tile OhiMM oitber w 
~w or w alaa a.,.nable IIDder rowrM lo~l- t80 (Ohine•) t or eaoll U 

(u.s,) • 

.u tile Qa1I'O Ooot- tile au.w ataw. OCJ'OOCl w t•M- turlbor o­

otneu.o. ••""HUN. Bow't'W tile onbenae rata._. DOt diaou.•d, fbo a­
on""1• • h1a n\_.. eablool ;rov. roq-\illi oitiler a loan of tl, OOO, OOO, OOO 

(u.s.), 011t tile ~t ot CJh'•• •xpoedt\llfta a\ a ao to 1 rata, u th1a would 

bew _. our • 1 ""U~~na 1D Qh1M aoVoaolliaal, ;rou d1aappiowd tho propoaal 

ad urp4 tbe o-nliaat.a w _,_ propooala ottorool 19' our npraOODtatifta . 

!be CJhi.llaM bad. boOII tllnatallill& W diaoollt1111ao OOillltrt.tion. 11th tile 

l'lllipt ot Tf1fllt --... tllq ....... w proY1.cle sa,soo,ooo,ooo (Ch1Mao) &IllS 

W 1a \_.. aCJ'M4 W tes~aaU $aS,OOO,OOO W Cbtnna aaeiNlt 111 \h1a OOlllltl7• 

tiU.a ... 1a .ttoat • 100 w 1 raw, but tile <»•=•• wo\lld 110t oootiaulo tho 

~ • a-~ llula, .. wo t~ 120,000,000 (u.s. ) at ChiMM 

nq-\ t011t panlluo 117 tile Oh•m• 111 tile blaU am\ w l-r tbe rate. 

!Mn ... U\t.lo a~ 1a tll1a PI DJ -1 &IllS tile ~ bee DOt aa yet bMII 

, .... - w tile Qh1r... • ... rUial_, tile w-... ooot.tn.d to ad-

hade tor \be -tneu.o. JII'OII'U aubJoot \o IIIII' abi~t ot ts,ooo,ooo,ooo 
(CJhh II) ,Per -\b iD\o Qhia, tiU.a ia -tin\1111& &IllS work to da t;a hal DO\ 

boOII beld up. 



/ 
/ 

• Olelznl baw ..__..,. fT, OOO,OOO,OOO (QMne1e) aiWl haft reeelftllia 
part.&al ,.,_, u. - clepMi' ot ~as,ooo,ooo. ..u~ .. UT, \be7 an 'IIWI'1e• 
N to \be "'- tor re..,_.. 'lor \be tin\ U.. .. MOIQ' \be fa'I'W'&bl.e poeJ.­
\ia. .. llaft aftiH4 tM Olein• -t.\ell\l.T ot our wtlltnpon to bear UleH 
apelldi\vet ., • renmule -heap r aM. !be 60 \o 1 .... l'H&Il\l.T ~opoM4 
llr Dr. 111111 wUia 120 (OidneM) \o be punllaM4 tor &Nil t1 (U.s . ) and $110 (0111-
oeM ) to lie JlftY1.diiCl udal' re- lmcl-ol.MM u ao\ ....U.ti.t 1a n- of \be 
pneent. bl.aok aNI\ ftMo lre are DO\ a4ftne \o & Nfti'M l4Dd-l.MM arr&ap­
Ma\ of \laU VJI&o \laoq;b .. do objMt. W &D .....U.\ie l"&MJ ~ &1\laol!P 1\ 
wo-.14 I'M-.lt. 1A \be CbiMM oll•h' nc a .,..\er aredit. tor t11t.ure ••t.Ue-t., 
1\ Wlll.S &ppa&l' _, \1Ql1llill;r t.ba\ fllllda I'Meiftd ...... nwraa ltfld- \eN& &\ 
~ n\e a)IJII'OHIWI& reali.u wolllcl. at. aq U.. a'ND &lM&l;r ap~ t.be clollal' 
'l&lue ot dine\ l.end-l.MM aU. 

Fvbapa 0111'..,. ~~W..- 1a Cb1M 11M-~ ..... , \o iat1aU.. 
Bowwr, t.U ...... ot o_. t.rMpe and \lie aapit.llde of ov -nl'llllt.ioe are DOt. 
.uftiaient. t.o bow a MjOI' etfMt.. !be Chtz n repen axpuc'1 i la'&e at. appr'Old­
•t.al;r tl01 0001 0001000 (Qb1"H) !01' 1'9POJ'\ of 0111' \a'oclpl and !01' &OIIIIVua\1011 
prior t.o \be Qa1ro Conlon-. ftq b&w a4ftDOocl. f71000, 000, 000 (CIIUDIIH ) t or 
-t.ruet.1o11 a a\laori...S at. CUio . In Wll'll \lie U11Uo4 St.a t.u hal 1en~1ouo4 
poe~~ 111&lM4 at. e41J,ooo,ooo (u.s. >. t1ae tnae..,. o-pan.nt. snnted a erocl.it. -. u. ChiaeM oo.....-at. ot tsoo,ooo,ooo (u.s. > a ,un.t. wh1eh u dNw p!U,ooo,ooo. tbo Fill 11M poii'ObaMd 1oecSo tw $4a,ooo,ooo (u.s. ) a t. a 20 to 1 
n t.a . Our t oroeo 1A Cb1M b&w apelldH ibroq;b re~ l9W4 a t.otal. of $1SS,ooo,ooo ( u. s.) at. t.bo ·ra\e ot 10 t.o 1. ,.,. ttaMial ooo\ribllt.loa ot t.t. 
UlliW St.at.ae 11M bMa _, 11111e\aat.1al and pw\l.T 111 UDNI of \be Qh1n••• 
aspelldit.uree eftll at. t.t. 20 t.a l raw. A eat. \le-a\ of \be $7 ,ooo,ooo,ooo (Cbi­-> c-t.rueuoa ..naae. a1- at. t.t. 20 t.a l raw ~.S 1D'I&lw a }lnlll• 
pq.~a\ ot Oftl' tJOO, OOO, OOO ( u.s . ) &OIIpU'I4 wula a ra\e ot 1SO to 1, ucl. t.be 
la\\er t. MlOW 1Ui 8D\ blaok arlal\ . 

rt. bl aoll: x.rlttt. t. eoa+Jmdnc \o riM. !be rat.& at. t.111 pnHnt. \in ello~ 
DOt. be late t.ban l$0 to l and eftll t.ll1a ra\e llllollld 'De l'l'fi.IM periodicaUT 1111-
late t.be Qhh n• ~' -trola 1alla\ia. 

!be ar ~t. bali.- t.ba\ 0111' ...,.....t.eu- llllolllcl. ooot.1Due \e 
tt.ud tin Ill' a rMlUU. ra\e, I.a n- of t.lae eU M\ of ~ rat.a 011 lli.Ut.&17 
pla•h1, o..S.Ynt.e llllo-.lcl. aot. 'De _. ia C"--ld•& 111\llollt olearanM 1a -.a~~-
111&\on _. \t. fnNVT Depart..lll\ and T&lll' appro111&l. 

Dial- (1) Ill lfl ..... t ( t/1'1/M ) 

taw- ;}- 13·/P 

JINpefttlll}T TOUfto 

81----- rv 1'1 _ a _ 

•iECRE:T 
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19 lla.T 1944 

R[IQM£ Q[ CH! fi[$r fXCH~NQF SI7VATIO! 

1. Tbo exGhenc• eituatlon i n Chi na !1rat waa ~t to tho attention or 
tllo liar DepartMnt b7 Oooeral Stilwell eerl7 in 194), at which t iM he r eported 
tlla t tile or iaW rwt.o or ac:hanc• of 20 to 1 waa not reallatic, inaawch oo tho 
open arltot n t.o at tllot tiM woo arcund 40 to 1 and i ncx'e&ainr nopidl)'. Be 
oo11od attention to tho t act that wlt.h the lerfO axpondituroa conto~~p1at..S b7 tllo 
Arflt:¥, dorw to atopo ahculd ho talcon to 'hne " nn atricW rate oatabliah..S ; 

2. Tbe official rate ot exahar~~o at 20 to 1 waa eatabliabad in Au«Uat 1941 
and haa been lllpportod by th l' . s. Oonrn&ent .. II llle&IUT O or ll&lti ng ortoatin 
tho otab111ution ou-e~~ent onhrod tntc with Chino ot the ...., the. 'nlie 
atab1liution a,ro11• nt oxpircd in J amuary 1944. 

). Jhen the Mtter of the r at e , .. rtr at r l'ported by CGneral StUwoll 
tho Trea.ury OopartllOnt na roqu .. tad to jrl.n .., .. oonaider a tion to haYing tho 
Chineae effect e chan£• 1n t he r~ t• Md c!ur ing tho latte.r pa- t ot 1943, that 
dopar taent ondonorod to obtain .., .. relief in tho •tter . Tbue or rort. 
included a ch~c• in the ott 1oi 8l r ate , the grantin& or • spaeiol rote to the 
United Stat .. or tho ale or gold at an ad•an\lle:ooua price to uee the proaooda 
to deena .. tho oxcou1n coat. of tho rar llopartll'ont' a OX)'enditu-u in China 
hoawae o! tho unroaliot i c nto. 

4 . llitb a lcnowled«- or tbe State and Troooury Department Md undoubtodl7 
w1 t h t he full Jcnowlod~>• of t he Cbi.neae Conrnr ent , tho liar Dapar tcent haa been 
pa7in11 ita p.r110nnel in Chino u. S. currency and ponitUng that por110nnel to 
go i nto tho open or blaclc ~arl<ot 1111d pu.rchaae Chinese currency at any nailoble 
rote. Later, the :>tate o.nd Troaa'ILT)' Departaent re<j\l .. ted the liar Oepart..nt 
to sh i p 1Jn1 t ed ;; ta tea c:urronc7 to Chi na tor ueo in p&J'in;; peraoMol and 
operat inl! expanMa. Tho ll"ar Deput..nt haa hoen reluctant to hn1nc 1\a 110ldiara 
doa~ in bleclc aar lcot opera t iona, but tor .,role JlUTllOSO =, i t ooul d not do 
other than aut.horhe ..,ch a procedure 1n • l ow or i te failure to rind other •on• 
or l!i• ins ita .. n in China au!'t i eiont local currenc7 to orroot tho unreollatic 
exahaDce r ote. In addition to the ..,rale ! eater, ther. bae hoen the nor 
i n~reaeina expond1turoa by t ho War Oepart~ent ror ruppliea and oonatruction. 

S. Foilio& to oocuro relief t.h:rou&h o c'honie i n tho o!tieio.l r a t o, the 
liar Dopart..ot, early in 194.) !alt the need f or o reciprocal IAnd- Loaac agroo .. nt 
with China aDd tho Ch.1noM Gon nuaent l adicetod that the7 10117 b· wi llinl! to ent er 
into ncb u •cree•nt. Aooordinr l7, an ogrH•nt ••• drafted t or aubai .. ion to 
the ~in•••. In d ow of tho ax chance altuation and t he teet that tho Tn&OlJT7 
~op&rtMnt aprouod tho rift that orforta up to that tao to eacure a hotter 
orr ioial r a t e at oxchonce had pro•ad f rultleaa, i t wao deoid•d to include in 
the reciprocal Lend-Loa .. acrao..,nt, in addi tion to the prorlaiona to dir ect 
a td in k1Dd , a aectiop to tho eJ:foat that the Cbinuo GoYftrnMnt would pro<ride 
tlulda in Chino .. C\ITJ'eng to ho ,nd b)' the U. S , i n dinct purchaoo o! auppllaa, 
catoriala, r ocillti ea a&! aerrlccla in lieu of reciprocal alt' in kind and to aoet 
the aaMn\ial f!OY~tal and 11111\arJ Mode ! or CblneM curr.ney. 'nla undor­
ota.Dcling .., .. that thla currenct recoind wider tho agno•nt oould ho u.od in 
roduel.nc tho oxceuhe ooat to the U. s . or oxpend.itur u ror peraonnol and otllor 
purpoaea an llCcount qt t.ho unroaliatic Chineae exchange r ate . 

rnnaHn 1). 1'-•••lt Ll~ 
B£nt.AS!'tf'~' ,.-,3j,~ 
()Q41 Qll. ~aoo . t ( t/27/~8) 



t~CRCT 

/,io noi,..• l ""'-"'" ..,.""" '" 'n" ""' w ' '· ,~., , '•n'"' " "'''"' o t ""' ChineN &OTOlMIMnt. b)' tho Stat. O.part.Mn\ i n l' .. hi ,.,.,n in lla7 194) 
eith a • .,l"alldwl explain!~ tho purpoaa of lho tin&Aoi d prorlalona thereof. 
'111• • cre-llt. ••• 11\lbodtted to Ccmen l Stil well in Cblna and wu oonCIIUIT8d i n b)' 
Ilia iA new ot tho apporont. bpou1b111~ ot aeCI.IJ"iq a pro11er exoh&JII• nte. 

6 . Ill Ootobor 1943 General So•rnll rlait.ed C.,ungUng . De na ad'rbod 
b)' Cononl &tiln ll that < olo7a occur1n1f in oonat.ruotion necoaa1tat.od dir e ct. 
oont.netual oxpondi\Ur ae b)' U11U ed Ut.atea ! or en . Tho ar tU1c1a1 exohance r a ta 
ot 20 to 1 aa eo~~parod with a bl ock Mr.kot r a te ot 120 to 1 • •• r .. ul t.ing in 
exor bi tant. cod e . C.non l SU l .. ll bellO't'ed tha t a bet ~.er arran&eMct waa 
Alllont.i&l to our p11111ned open 1ona. General So• - 11, with tl-o knowledge end 
oonaoct ot the Aloboaae.:Or , propoaed to Dr . l!:ung, •ubJ oct to ra t1t1caUon b)' tho 
U. S. authori t.1 .. in 'llu hinp n, that the Cbinooo COYern-n t .Ue ani loble to 
our tore.. t.l.e roquiai t o Chinua curranoy to 11Upport lhnc forcoo and tho all i tor,. 
eona t Moc t.ion under one or t.o ~lt.ornetinat 

.1 • '!be United Statea woul d dopoait to Chinue aceount in the Unit ed 
Stst.oa $1 u.s. f or each t l CX' Cll turchhod , thia depoeit to be cr ed i t.d againa t 
an otr1c1al exchange r~t• ot 20 to 1, with the reMWna UO Cll t o be a eontr1-
bot.1on ot tho Chi neae Covernaont lo our ~oint war eftr.r t ( U:b arra llli!eMnt 
would proect publi cly the 20 to 1 &rt it1c1&1 r ata ) 1 or , 

!J. "nul C.,inooo ChfernMnt would pro-ride the requiait.e f'l1nd with tho 
Ullit ed Sta tes dlpo~itina to Cbi nea< Account t l U.S. t or t2C CM or each $100 Cl 
-.de aya1lob1a, the ra8&1Ding teo CN to be pro• i ded under ll reYerae l ond-leaao 
&Uiln •nt . 

Dr. Euni 11ppolJ'Od to Yi81i t.baae propcaela ea .fo,..i ble AM pror.l.aed to placo thea 
before tho Oonenli aaiao t or approoral. 

7. Shortl7 a.tter Conoral SoMnoll1 • r eturn to t.l>o Uni ted Sta t< a in 
Non &bar , and bofore the proposal a cc\UA bo carrie<! 1\.r ther, the Cairo Confer ence 
waa bald . Tile Canorallaa180 a t t ended tble eonlerance. It 1e undaratood t.h.t bo 
waa adYieed that the Unitod Sta toa wa s pr epared to bear t he coat of ita ailit&rJ 
attorl 1n China. lt 1a DOt undent.ood t.b.t. the· queation ot n ch&np ret.ea waa 
oonaidered. ~ubooquant to t he eontc:ranoe , • • indicated 1n tho r epor t or Aabu aedor 
<lauaa, J-.-r,. 16,194.4, tho 0on41T'811u 1., i n a Ma• p to the l'roa1dent urpd 
that a loon ot t l ,ooo,ooo, ooo u.s . be -de to China, or thrt. , otherwho, the 
Uaitod St.taa ~~- tull l"'tpona1bUit7 t or Ua expenditur es in C.,lna at a 20 
to l ra ta . 

8 , 'Illo TrA11111t')' DoportM nt 11&8 then necotia t inll " ith t.he Ch l aeae Conrn­
aant. wi th a n. .. to t.nn~port.ing j!Old to Cbi.na t or purob .. e of Chin .. • crurronc7 
i n the opon lllllrket to cont rol i nrla U on 8nd t o at OW"e a better excl1ance r .. t •• 
'nloao negoUationa 41d DOt appoor to bo prognu !ne repl dl7. lba Soorotar;v or 
Tre1111r7 r oeopbin& the urp.oq or the a irport ccna t .ruct.ion proi'J"t • authorised 
the W r O.portllallt to prooood wit h 1\a own nocot 1at1ona . 8 
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Repr .. entativu ot the St o te OeFOartunt concuM"ed 1n t hb anonl!~ant, Our 
llilitar7 repr.oentativoo wer e nuthori&ed t o advi .. the Cbinoao t hA t the 
lhdted St.ateo wao prepuecl to accept tull r ebpcndb111ty for i ta aUlt.Ar)' 
expenclitureo oubj ec t to t he eotablishr ent ot o r cooonablo excbanso r1te •hlch 
would haft eo• rolotionobi p to t ho oct\lAl purchaoin1 power ot the ChiniH 
clollar. On 15 J &lr'JU )' our Co..,.dinl General in Chino and S,ate Oeport.Mnt 
repnoent.atiYu were ad .. hed to vreoe t or an ea rl7 coepletion o r e reYeroe 
leJIC!-leaH •ll'eiMDt concurren t17 wltb an aveount to bll preoented by llilit.ary 
repreoent.at 1Yu with r " opect to t he t\mcle to he -"e &Yallible b)' the Chine11 
CoftriUIIDt to OOTer our al.lit&ry expenditurea , The llilitery repreHntetiY .. 
nn addled to lceep in conot.ant touch with t be .. t.a •e Ollpertmcnt and Tr.aiNJ7 
Oepert11nt repreoentfltl ... o 10 that aJ17 ection t abn i n Cbun.cl<ing would he 
jointl7 underotood . llr . I:dwsrcl C. /.choeon wao oGnt to China to aoaiot th1 
Coa~lng Oener•l i n pr oeentinR t ho proposed t1eool arrangoBent . 

9 . in reply to \be Canoralieniloo ' c requoet, referred to abo.,. , th• Preoident 
urged the aocept.tlnee ot tho propoeal subal t toe! by our all1 tary &nd cl1plout1o 
rapreHntatiYu. It 1a to ba noted that the euUror 1Uee 1n tbla country were 
in agrHMnt that t.horo was lltt.le rAri t in t he propoaed loll!l to China. 

10 , Cur alllt&ry and diplou.tic ror resante boa proceeded with t ho negotla­
tione. In the lattar pert o! Jllt!Ulll'}" eetill&t ea became available wit.b reapect to 
the 1\lbatant.lal conat.ruotlon coats ln'rOl .. ed in t he nn airpor t project.o . lleanwhlle 
the block llllrkot eJCchanga rnte hlld contlnu~d t o ednnca and pa;vN nta in Ar.erican 
dollera at a 20 t o 1 r a t e woul d hn .. e boco~o aatrono~ical in eocparieon to t he 
•due recehed in work . Tha l!ar llepo.rtnent woul~ haYe found i t neceaesry to haft 
requn ted acclitiolllll tunclo tor the purpoao !roc Convua and ••• appr ehonaift 
that t he exorbi tant coata would ha .. c seriouo ropereuaelona. Allin on 24 J&aUAT7 
our allit.aey r eprellcnt.tlU .. ca wero adYieod to u1ntoin a fir • stancl , but to lntora 
the Cblneee eo ... rnlllnt t hat the United St.ateo waa pNpared to plaoe to Chineoe 
eoeount the U. S, dc.llor QGUhalent ot any ChlneH tur.da II&C!o anilable Wider 
aenerel arr Mg.,.eoh which th•7 would ~~ .. t to the C>dneee C.O..enuoont. 

11. Dr, "'lnn 1<a a du1enated by t he Cener elioallDo to r eceive the United 
St.ateo' pr opoaela. Our repr caeotatlvco propoaed ao an 1ntor1• llloasura that the 
Unlt.ed 5 tat .. would purchue t l , ooo ,ooo, ooo CN at tho rate or 40 to l thJ'O\lf!h 
the depooit of $25, 000, 000 U. S. to Chinoao account in t h i o coun try. The Chlneee 
eo ... l'lllllnt would add tl , 5CO,OOO, OOO CR to t hio acCO\Uit, This propoaal would 
baft .. tab1lohe4 an interlll exchanie rate ot 100 to 1 . Tho Cbin .. e OYaM~Mnt 
did alhuae tho tlret t'llndo and the t25,000, 000 U. S. i n peyunt t hereof wee 
clepoaiW to Cb1n81e aooount . Hownor the Chlneee eo .. orn~~nt did not accept 
the propoea1 aa a oonUJIII.inl ... ~. On 3 f~ Or. !tuna llllde a oounter­
propo• l to conU~a~.e the official exeb~e rete or 20 to 1 witb the Centrel 
OoYarnMII~ oont.ributiflll tlO Cl! aore for each $1 U.S . undar ,..,,...,. Land- Lea10. 
Our repre10ntot1Yco turoed doan this propooa l , Tho7 ed .. ioell us on 12 J'ehruery 
tbet. tbey oou.ld aeo no benefit tn tllrt.her propoealo, RoweYer , Or. 1t11n1 wu 
aelced to advonce t.l , ooo ,ooo,ooo CN per aonth euring the r e,...inder of the 
naj!O\letlono wiUr tho repa,...,nt rat tJ to be decided durins nf!got iet.iona. ' · , ,. 
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12. ..pon or axpeoltl.\vu u t.bu u.. 1Aiti.•W.S \bat o .... - upeacli­a.ru 1A chi• 11&4 w..-cl troa 1400, 000 1A .IMIW'J l\llal \o t.u,ooo,ooo 1A J)Ma·ber. laUa&MI tor aJ.rport. lAd o\Mr ooaat.ruoUon indioat.lcl a raqiiU'a­_, ot apFQXla\11¥ $2, )00,000,000 Cll aot.bl¥. ~t. !or t.baH tlm41 a\ 
a 20 1\0 1 rata u coapuad. nt.b t.ba propo"d 100 1\0 1 rata .,u.1.4 haw zwlll.Wd 
1a u -ual. praai• \ o t.be Chill ... Gofti'GM<I\ 1A •- ot tl,OOO,ooo,ooo. 1-wr, \be ~opo~ad. ra\1 of 100 \o 1 _. 1\Ul below \~ reel pu"obaaill& wJ.• 11b1oll ... .,n ad.equ.atal¥ exprNaad. b7 t.bo bllolc a rb\ rate whlob ~cl 
naohad. l SO \o l. OD ra'olNU')' 20 Qeaenal. 8 \U•U • • a<M.e ad. t.bat. bl ~~~~o~~\ -u.m. t.o taka~ wlllle 1t.Ul upnaaillc \he will1npee ot t.bl 
Ua.it.ad. St.IMa \o 'oMr .tiU.l -"' at. a rMIMata' • noblnc• ra10a. 00 h'ol'llar7 2S w wre a<M.e-.1 liT our ailltuJ re~ueotat.i.,. t.bat. or. l'Wii bad ukad tor 
$20, 000,000 u.s. \o be ncnm \o Ch1lla u u adftlloa \o t.bl China• acco.at. W1t.b t.ba ra\1 \o be 41\ara1oad. la\ar, T'oeH twld.l Jll', Kiln& propoHc1 \o uae t or 
t.bl piiJ'obua ot ChineN CNI'niQq 1A tbo 'olaclc ..ncet. 1D All elton. t.o clr1n 
do- \~ blaok Ml'llet. raw. .U t.bl e~pe\1011 ot our N,llftMlltat.iwa, all4 wit.b 
t.bl IIPPI"'ftl or t.bl Tl'aU1117 O.pa"-'>\, th U .:mq ... n- t.o D:ld1& 1n t.11e 
UDCieret.a.~diA& t.bat. IS,ooo,ooo u.s .... t.o be a de a·•ailabl• \0 t.bl Cbinue 
Oonm•nt. \0 \alt. \be etrect. ot t.be propo .. d pw-cbuee prior t.o ut.Uisine t.bl f ull a iiOWlt., Tbe•• f1111d.l ben not. u yet ~., turned over \o tllo Ohilleae 
~rn•nt u our repruantat1n1 on the gro1111c1 talt that t.be tranatar lll.sht 
prow datri.Mnt.el. 1.n new ot the exist.iq e ta\ ua ot necot.1at.1ona. 

l), OD arab 2 0111' Npi'N&ntat.ine ad'Willd WI that t.bl Cbin- oonm­• nt had •P""d t ~ l'llmub not to e:.maad. ~s,ooo,ooo,ooo Ol per .mth \o our 
toroaa pro'Widad t.be raqu11 110a .aoq 1n Obinne Ol&r't'ellq ... ahipped t roa t.hl 
0111\ad. Sta\&1, 111t.b arab and April raq~ta \0 be abipped bJ air, 
lrranp•nta .. ,.. aade t.o • • t. t.bil ~uut.. 

14. l)uri.n& \be period ot MCOt.iat.ianl t.be COillt.ruo\1.-n 110rk bu 'oNn 
~oou1'n1 at,J.~taatoJ'ilT, .u our propa.al 111\b I'Npeot. t o the 41po~1t o£ p s,ooo,ooo u, s , par - t.b w t.11e CbineH aooomt. 1.n t.be Un1\ed st.aw• 1n 
enb"&• !or p ,)OO,ooo,ooo 01 bact no \ bee -pWd lilT t.1w Cbine• tio1'Wil­-t., oal¥ \be initial liapolit. _. .... SiAM ...... ,.. ob t.a1Din1 all ot \be t.a. ,.eOid wit.bol&\ an Ulllba,.. O-'-Win\1 our repreaWlt.at.1.,. 1n Ch1a 
beliawcl U UDdaeinlal.e \o .w-it. l'llnber propo~ell \o t.ba Chin••• Tbq 
a-.Lt.ad. oo~poMJ.• ll'oll t.1w Cbin .. e Oonr naan\, OD llq 7 our repro-
._..t.iw• ad.'Wilad. 111 t.ha\ \be Obi • ..,.. P"IIII.D& bard i'or a t:l.naooial acr t. a t. a 60 t.o 1 ra\a, 11.o cw or -.ob $60 cw !\U'a.iabad \o be arad.1\ed u ,.._.. 1•4-~. A• \!Ia blaalc arke\ .. oonUm•tnc to rile, 0111' J'lpr&Ho­t.at.iwa wre ~mwlll1.a1 \o -.pt. t.b1l orLer aa4 iniU\ed OA a UuM -u..• 
aara am\ t11r a rata or lSO \o 1. 011r re,llftHil\at.iwe 1A \lle tillcl noport.a4 tllat. t.M Qhlnan OoW~t. 110\llcl lake a direot. a ppeal \o tlla i)lit;W Sta\&1 • 
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1S. n 1.1 i.llport&Dt t.o no~ that t11a Chln••• Oowm..nt M8 reoedotd oouidenbl7 tlroa ite lkncl tlkn 1n 1~), and tlroa i~ awn aore &d••nt 
et.and. taJo.en 1.D .Deoeaber 194) end Jan.u:rr 1944, u a nllllt of tlla firl& 

j 

ponticn ~no b)' tlla OIU.t.d. Statal, lhUI tlla WW'k llllcltrl&ltell b7 tlla A..,.1.0&n 
to~• and ~nt. U.retor - aap-..~ tbo cU.at.reae of tlla CIW.aM eoeloDoJV, 1\ ie ....,. (lo\ilt.tul. 1l 1~ i.Dtl~oe oo 1M i.Dtl&\1on IIU!iculti• 11 a Mjor 
-t.r11>~t.1n& tao~r. Ill looal areu wblre worlr: ie beiA& carried oo, our 
•xpenct tt~;~ree •ill b&w aore eerio11a et!eot. on i.Dtl&t.l.orl&l)' cl1lt1oult1oa than 
elaewblre , but. eftn \.here our u~nditllNI are not t.llo prilllaey O&IIH of t.n.1r 
-0111 o die tvbi.Doe, Ill tuJ:I ewot, it 11 cl1l ticul t to Wl ciantanct tlla erteot ot t.1>a rate of euh&np <n t.bie eo~ u the UniiAO Statoe tla\dl .. de 
aftilable t.o China -.ulcl aoCNail&t.e u a credit to be dnurn ap.inat &f\er tM war. It would be cl1lficul t t o JuU{1 an artilici al ucll&lr~:e ra t.e which would 
- the coat of .uori can. ,-rUcipatioo 1n t.bll war in Chiua o11t of all pro­portioo to the actual value o! tbe worlt reoei'rcd, partioularl¥ tei:in& into 
~aaide.ration the ret a thel¥ low coet of laDCir in China u cO<tpared wit.h tl» 
lkli t.d. Sta \ee. 

16, Tbe extent ot llnit.e4 St.e t.oa aid t.o Ohl.na auot &lao be t&kltn int.o 
consideration 1n det.arllin1na ~~~· Nt.G wnicili 1a t o bo accepted. t.end-L•u• aid to Chioa hu .._. •• w 110re than ~oo,ooo,ooo u.r ., altho~ 
eou of the Lcci-LNM at&rill i a etill atoak pUecl in Inclla u tranaporta­
ti.oD bu not bee aft1l&ble t or ite IIOWM:It int.o Chin&, At a reallstic rata , 
thia Lend-:.- up~~~clitue &loM 11 equivalen t to ~.ooo,ooo,ooo C!f . 

Ill &diUtioo tl»reto, the TNUuey Departlaent poanW a ored.it. t.o \be 
Chin- aowr-t ot ~soo.ooo,OJO u.s . 1n *roh 191.2 aplnet lbioh 
P4J,OOO, OOO baa been clrawn at tbo end of l ?li). 

Tlw l"orai &n Bconoaic Adial.n1atrat1on will b&ft pu.I'Cibued in China 
tlroa 1941 t.hroqb JIIDI 1944 approxwwq t48,ooo,ooo u.s. wtuch at thl 
ott1oial rate 110uld purchase $960,000,000 .;n worth of •rcbandiae (atrawrto 
awriale) , At a re&lia\1c rata of 100 t.o l u a coaeenatift a'ftrl.;e lor 
t.bll ~r1od, tlwee .,urot»eee would haft coat onl7 191 6001000 u.s . TIU.a 1111&.'\a \bat oftr t.be ~riod t.be Chin••• Oow~t had. 'been benefited u a ruw.t. ot t.bll unra&lietio eahanp rata b;r a prelli• ot U8,4oo,ooo·u.s. 

Lilc...U., ou.r toroea in China lww esp.nded ! or the pt rlod 
1 Jan11&1'7 194) to 1nolllct. Pebrlar;r lSIW& a total of tlSS,SSO,ooo u.s . whl.cb at. 
t.bll oft1a1&1 rata of uall&!lp wt.&l J),m ,ooo,ooo Cli . Ellpeocli'-IINa ~rill& 
t.be -t.b ot -....cb and April 1944 lww bee on t.lw bu1a or t.bll 11ft &il""-.tt., .._reb)' \be CbineM ad.-&4 to • tbe OWTeiiiT reqllired tor o~~r nee4a and 
.. in t.llrn cllpodt.e4 u. s. ClllJTUCI¥ t.o tbe ond:l.t. ol the Chin- Ooftrtment. 111 811011 --.at. .. t.bll ~cl1q OeDeftl , u. s. ,_ repone .. propu}¥ cilia , 
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!be t.o\al &!lOon\ J"WpOr\ecl brl iiM Co~din& Qceral, u. s. P'oroee UDder \h1.e epM•nt t.o ban NeA rMe1Wd up \0 Ap&'U 23 ie 3>7 , WO, OOO, OOO Ql. (HO'If .- ot t.llia u ould -.. endUed u a Cllin .. e -tribut.ion w the 'llllr ot!ort, AD4 bow ...en Ula Un1ted Sta~ oon....-nt 1e expeot.ed t.o reillb:il'ee t.ba ~ee oazo\ -.. ~tu~Unocl 1n Iubin~ at thl.a tS.• in 'rlaw or tho !aot. \bat neao\l&UOD& 1n \h1.e re:ap~o~ aro beina oarrl. ed on by General StU....U 1n Qhina, ) fbU 1a a l.otal -.panclitun 1n Chinaae curreilO¥ t.o date ot ~01 19110001000 Cll . Tble -.1.4 coot tbo u. s , at the otr1o1al rat.o ot 20 to 11 t S.}9,S:iO,OOO , :1 , •'-rau at. a roallaUo rate ot l SO t.o 1 i t would coo t 01111 tf2,000, 000, Tll1• - n• tbat. the u. s. ~ a prelli- on t.hase expood1-t.l&raa o~ a467 , SSO, OOO dua w tba IIIU'ealatic rata. 

Dr. ICW&& 1n a l.e\t.r w the ~ecretaey ot '&r baa reported Cllineaa ...,_lld1tuna dur1n& part or l'll'tmlar:t and an ot llaroh and AprU •• a.:sregat.1n& 17 , 016, oo;,, ooo C.'l . Tba Cb..L.oc aa atat.o, bo-r, 1n ad:ti.\too to tll1a a.ouot. the Chin .. • Ooftm.Dt hu paid out a1noa Sept.Mbar 1942 !or cOMt.ncUoo of &il'fiel«M, ll&naoU, air !orca alljlpliea and apro....ant o! roada at. tbl requM\ ut' the Ollitad Statoa authoritiea a tctal o! f.l 0, 676,260,4S7 CN. 

kl\u. t.ba ca.t. of tho aer'li.coa turniaMd the I)Uted Stetaa roro .. 1n Cbln& GaiUIOt ba 't'Oritied, blr: ect1Jut.a or contltruot.1on cod in 1SC44 of t7 1000,0001000 C:l 1a 1D ~aent wi\12 F own fill" no&. Tl\8 lklitecl Statu llu deposit.ad apwt thil ad'fllliOa of 17 ,ooo,ooo,ooo C!l \be ..,. ot t 2S, O!J01000 U, S, i.o China .. credit. 1D tiM Onit..cl Stataa, 

17. D\ 'rln of tha larp ,,.. in'0'01ftd aDd the oontinuin& expend.it.uN e, U 1e a pparent \hit tl:ll: as;reed aliGban&e rata ~ baw a •i~ 1Dtl- 011 11111taey o~rat10114 and on ld.lltaey Planalins• Whi.le U 1a daeinble tor a fi.ra II&TM.-rtt. \0 ba e rfeoted at the aarliut pouible data, the illportanoe of auch •P""•nt t.o oont•pl&t.~ llilltal'7 open\iona •rra.ate ita oaratul c:ond«Mrat.ica 1D Wul'.1qtca Nfore it a -eptad torall.¥. I\ 1a nuuted, t'-refora, tt.t &117 arrancs•nta 'llh iob ~ be propoeed in ChUQIIt1n& N t.ct.a­t1n unt.U their effect. on llilitar:J operationa oan N et.udiad b7 our OOftm­..,t 1D llaehinct.on eo that all faot.ore ~ N talca into oona1.~rat.ion , It. 1a e~nnt thet \be A•rioan poe1t.icn llu oona\anU)" l..lllprcrn4 dur1n& \be PI'OUJ"8•• of \be neaotiatiau u a ruult. or Ula tina at.ancl t.ak• 1J1 all of our rapnaenu\iwa •orll1nl 1n o1- ..,.a~t. YNnwb1le, llilit&r)' conat.ruo­U on bu pnloe«<itcl Wi~u\ ~lq. 
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D E PA RTM ENT 0 1" &TAT E 
WA 8 H I NOTON 

June :5, 1944 

MEJJORAIIDUJ.! FOR THB PRESIDEUT 

The following telegraphic message f r om the Presi dent of China h as just been cocmunicated to the Department by the Chinese Ambassador: 

"To President Roosevel t: 

"The Ministr y of Foreign Affairs has informed 
me of Ambassador \'lei 's conversations with Secretary 
Hul l on the proposed conference a t Washing ton t o 
discuss the creation of an interna tional organiza­
t ion for the maintenance of \'Orld peace. China has 
always been an advocate or the early creation of such an organization, if possible befor e the terminat ion 
of the war; and we are gratified that you are taki ng 
the leadership i n realizing this idea . I am pa rticu­
larly grateful t o you and Secretary null for the in­
sistence on the necessity or China's being represented at the conference . Without the participation of 
Asi atic peoples, the conference will have no ~enning tor halt or humanity. 

(Signed) Chiang Kni-shek" 
If the presi dent perceives no ob jection, the substance of President Chiang 's message will be communicated to 

Ambassador Gauss a t Chungking. 



C!t<ro ~ ;~Ntt 1 1/ v y -

I:' / , 
THE WHITE HOUSE~ 

(' I 
WASHINGTON V 

June 5, 1944 

Dear Grace : 

I think t:te! Presi ont 1.ould 

be intere&t eu tn t his bit of 

scandal , f orw&rded to me 1r om 

China . 

Sincerely, 

Lauchlln Currie 

IU ss Gr c.ce Tully, 
The \ hite douse , 
l.t~shington, D. C. 

Atta c hl:lent 



StiBJBO'l'l 

'1'0 

D ... auo !roubl .. ln the Chiang Bouaebol4 

Aaaletant Cblet ot llt&tt, o-a 

Obungkillg 11 l1 terally ... thins W1 th 1 tort .. ot the 
doaeatlo tl"oub1ee ot t be Oblang houeebold, Jlaoet e•el"Yone baa 
new detalle and verelone t o add to tbe now generall' aooepted 
atol"Y that tbe Oenerall1ae1mo baa taken a miatroee and aa a 
reault liJ.a Nlati one wl t b the lladame al"' -- to aay the lout 
atl"atned, llhel."' thel."fl 1a 10 !llllob moke , lt would aeem that 
theN aua t be some tll"', 

Nonally e uoh soulp about the pl'lnte lhea ot gonl"n­
IDin t leader• woul.l\ not be oonaldel"'d u within the eoope ot poli­
tical l."'portillg. 'lhla 11 bal"dly the cue, howov3r, in China where 
the peracn ooncel."ned 11 a dictator and whore the rolatloneill p bo­
twoen b1.a and hie w1te '• tully 11 eo all- illlportAnt , '!bat J'flla· 
t1oneb 1p 11 alrea~ weakened by the • tl"ained l"fllltiona between the 
Oenerallaailllc and ! , v. Soong, It tho lladane, whoao na ture 1a both 
proud and pur l tan leal , lboul4 openly break W1 t b bor bu~band, the 
dynasty woul d be epllt and tbe ettecte beth in China and abroad 
might be aerioua. Bven u; the preocnt s ituation beoomee geno.rally 
known a broad, ae it almos t certainly and eventually will, there 
will be a great l oea ot preatlg e t o both tbe Oenoral1ea1mo and the 
Kadama . 

'lbe etorloe generally agree that tbo Oeneral1u1l:lo 
(whoae l ll"lJ e axual lite wu not particularly monogll:IOWI -- there 
11 ugument u to whether the IW'I• mo i e h i e tb1rd or t ourth w1te , 
&nd be la s upposed to have boon a g&y blade 1n h ie Shanghai 
broker days) t ook up w1 th hie present attachment while the Mlldame 
wae in the United Statea, 

Storiee of tho lady 1 e identity differ . 'lbe obiet are 1 

that abo 11 IUu CHEll Cb ieb- ju, t b e Oenoral1aa1mo 'e 
concubine juet before b1e marr1age · t o the lladame, who wae eup, oaedly 
pene1Cllled ott and put out ot aigbt J 

that abe 1a a cousin ot c:Il!!l L1- tu, ot oonalderable 
youth and beauty, introduced by b1.a durl.J'IG the Vaclne '• absence 
in Amortca aa a not-nry-or1a inal ettort to eolidlty hie own 
and the c-c clique'• poe1t1on j 

I 
that abe (or by eome account s a eeoond gtrl) 11 a 

beaut1tul Fukloneae Who t ound her way to t . e Ooneral1ee 1mo 1a 
tavor by introduc tion ot the Cheng Haueb Bel (rol1t1oal Soieneo 
Group) aa tbolr atteEpt t o play petticoat pol l tlce , 

'lboJ'fl 1e. however , fairly senere.l aorocmont that the 
lady le prei!XJ&llt and tba t the Oenoral1ee1l:lo wUl be a ta ther in 
about two aonthe , 

Reporta as to ba.r proaent Wblreabouta ~S~inl ditter . 
Same a & Y categorically that abo has bloc sent •rar aw&y' to have 
tha chil d . Othe ro that a bo 11 l iving a t tho Oeneral1aa1mo'a 
bouae on tho South Bank • . Anot her etory , wliJ.ob aotllll clrcumetantl al , 
11 tbat abe 11 living 1n a houae near the ObiuLungpo~ airtield 
abou t e Mi lea outeldo ot Chungking. 

One explanat ion ot t he ator y that there wore two women 
la that tbo second -- a Will r•ao , JaoL or lao -- 1• a triond ot 
the Oenaral1ea1mo '• oUeat eon_,. Ch in l(uo , and hal been at the 
"palaoa• a number ot tirAI a• au 1nv1 tatton. 

r• tJ Bifiill 
c ., L \ ~, b-S· 1ll 

APR 11 1974 • 
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/ 'lhe prevalence ond bel1et ot tba .. atori .. , and the / hllllor ou.a elaboration• which llro ) &ned around, l.l"e a t l eaat 1ndioat1ona Of the UQPOpularity Ot tbe Madame ( it ia generall7 regardea b7 Cb1neae aa a joke at her e~penae) and t he decl ine in reapeot t or both bar and the Generaliaalmo (I have never beard an:rone trr to de117 the ator1ea, or retuae to be a part7 to auoh aoanda1 mongering) . 

21P1cal or tbeae anecdotal at~riea 1.1"1 1 

'!he io!adame now retera t o the Ge:teral1aa1mo onl7 aa • 'l'ba t 1fan. • • 

'lhe Madame oOIIIplaina t hat the General1uimo now o!'lly puta hia teeth 1n when he 1a going to aee "that woman• . 
~ Kadallle went into the General iaa1lllo'a bedroom one day, tcund a -pair or high heeled s hon under t he bed, threw them out ot the window, and h it a guard on the head. t 1he guard '• euppoaod r emark on the troableeomeneaa ot wamon do11a no t <;r o.."llllato well 1nto Bngliah. ) 

'lhe Genera11111mo at one time did not reoei ve oallere t or t our daya beoauae he had been bruiaed on t he aide or the head with a !lower vaae 1n a apat w1 th the Jladame. 

All theae atoriea may be nothi ng more than mal ioioua goaai~. But a DUIIIber ot aur!aoe indication• mi ght be 1nterpreted aa 1n­dicating a t leaet seriou.a tens ion between t ho Generalias1mo and the JladaM. 

'!he lladame haa apent much ot the t illle aince her return tram the United Statea l iving with her elder slater , Uoda- e Kung. 
She haa avoided socia l lite and public appearancea . She has been seen rarely wi t h t he Generalioaimo and when together they ~ve ae emed to obeervera to be very cool. 

'lhe U&dame ia not welll her complaint , a akin irritation, ia resarded medically aa be1ng a result or nervous a t rain. She avoids photographers . And peopl e who have aoen her a t eloae range have remarked on the hl.l"den1ng or linea in her race and t:aat aha aeou:a 1rr1 table. 

It the 111 tu.a tion aa reported u t rue, it baa undoubtedly been a great atra1n on the Kadam. -- becauae ot her pri de as a woman, her puritanical Yethodiem (there are aenerally ace3ptod at or i ea or aev,ral c overnment ortioials in the pas t Who have auddenly loat their poaitiona becauao their wi ves were able to call tho attent ion ot t he ~daae t o their huebandle peocadilloa) , and her knowledge or t ho o!tect it will havo on her prestige. 
None theleae, moat obaer "ra believe th.a t the stakes ot power are eo important t o the Soong !amil:f tha t they (with tbl e~copt1on or ~dame Sun but tho important addition ot H.H. ltung) will do averytlli ng possible t o prevent an open break and that abe will swallow aer pr ide and put uP With t ho situation . 
Critics ot the General1so1mo rega.rd it all Ill e vidence ot the hol lowneao or h1a Chr1at 1an and Uew Lito moralizing, and another i ndication that he 11 atter all not tar rrom being an old- f ashioned •warlord•: 
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~ 
THE W HIT E H O U SE 

WAS H INGT ON 

June 7, 194-1 . 

MEMORANDUM lOR 

BON. E. R. STE!TINIUS, JR. 
ACTING BEORrTARY OP 8TATE1 

To pN pare repl7 an4 1nfon 

Secretary Morgentbau. I cannot be here 

until about the 22n4 ot June. 

P.D.R. 

'l~o:-ondum f r om \!r . Stt?ttiniu•· , 6/6/I.J , a carbon 
or ~~ich has been ret~in~d for ~•r filPs , in re 
vi-.tt of Dr . Kung to I•R!'hin ton . 



... 

June 6, 1944 

ID!~RARDW 'F'0'1 THE PP.E<JID · T 

The Ch1no88 .Anbaasador called u :;.>ol'l me 

tllia r~::>rning antl. advi!>od u that hf» hAd 

just roceived a r.ee!l&f'O tro:n Chungking 

liV i ng that Dr. Kung was 'lOlf r eady to 

oome to Wash! naton, and, in all prob&bili tT, 

1roulcl lec:rre C~ng approxill'liLtely June 15th. 

' 

( ~ 
• 



-' ' ~trnl'd o:-lo' .... 1 or t II• 1etl ,. •ent 
ror del1v· r;• hy pouch , h/l:?/1.1, . 

hons 

J•m p 10 , 19 <1 • 

l.lt U' Gone al1nL. C luga 

I haYe been la!o ... a tat t ! e ~Altt4 5tate• 
ail1tat7 1nttallat1ont 1a ChiDa b n n01r bet a r ru­
tlullJ ooaplett4 aotw1t hatan41ll,6 tl:e aonetaq and flnano1al 4lff1e;!tlea Chl1a hat to eoatenl with. 
I wiah to ex:pr ••• Jlff 01111 cleep appreelatioa to 7n 
ui to n pn11 tho \l:e•u of the U.rlua peopu 
f OI' t hb apl t llliU aohln ... at. 

fhlt ..aifeetatl .. of eur to .. eff ort &1••• to the .. u aii1U oual n l .. "lot of tt. p .. faltll 
u4 the bip pr lulpl .. w!licla MUnte the \Jaltoi 
.t10M 1.a t heir UteJ'IIlatl• to .. ltl'CQ' tha f oPttl 
of aacr•••l ... t .. aacl tha Chlneao people t ftYI 
foupt ftl.laatq the 11 •• •--r tor a-..n ltaa 
7'*"• aai I 0. that , .. .,.. htuhr.t41 u .. 
are, witla the I'Mlh at1• t ... t t be 4aT V... enr ol oter whoa our ob~eetl.e of f14&1 Ylctor,r wlll be 
WODo 

C. lDa'a aoLltY ... ntt ia the fue of tr-=-ndoue 
obttaoua l•plre• faith ..a hope 1a trot Mil ef 
all oountrlu. 

GeneralitaL.e C~iaQ& ~~1-• ek1 l eadquart••• ol tbt 0.Atr.llee1ao, 
Clna~!Wic. C!lla. 

,. - .. -

I 



T HE SECRETARY 0~ THE TREASURY 

WASHINGTON 

~.y dear J:r . P~c.o.l.dent : 

I have rucc~vod )'OPr .o~to.·c '~m of Ju.'1c 1 , 1, cnclo;.ire 
tl o £\.i.dc - i:e. .. oi ·e u<•ou_ht to JOU by Gonc.·lll Sl.mG Chen !'rom t.'le 
Cllinese Amblls ~utl.o~· . T:1ls :lCL.ne Alde- l.enoi.·o was handed to 1.-e 
by Ambassator Wei on J:ay 19 , 19~1<.1 iteil.:;seots an ar;.•a..'1.,;e ­
ment wnereby v;e cc.n sell .,;old and cur.•e.1cy in China to 1cct 
O'.l.r .. :lnw1o.:.o.l problems ti:ore . 'l'his )roposnl is boin · st~.•i­
ously con:~ldol'od by \'lar , State and ouro.olves D.l1d Wl'j _ •• ·ove 
to be of' some as~istMCe , a l t.l'lou.)l it c annot be a solution 
to our fine.nclal p:·o ole;ls in C'llna . 

I should like to tal:e tilis opportun.:.t-;; to con..;ratulate 
you , as Conuandor - in- Chi ef of our Arnted l<'OI'Ces , upon ho.vint; 
faced and passed an important militlll~ cr~ois . Gene:al 
Souerve l l in.!.'ol•ms me tilat the U . S . Aimy inst:..Ulations in 
Chino. are now practically completed . Thus , the _roblem 
-r:· .lch ~ ou faced in Jl.ll'luary has been ovo~·como and your ll'ajor 
objective lia s been achieved , 

'?he dif'i'icultie s of I'irancl!t:; our Ltllitn~ ~ro ·rtn in 
Chino. ber;an , jOU recr.J.l , at the Ca:Ct·o Conference , \'/here the 
Ci1.inese leo.O.er re 1ucsted a ,?1 billion lonn . You accepted 
my recotlr.1endat.i.on .;hat this loan be denied, and -'1e Ge.le.·e.l ­
.i.:~simo in Jnnuo.r;; t!l,•oo.te:-~ed tl'at t!.e t..ov.,.'!l .ent of Cl~ina 
:1oul<i not -.al:e nny :f\: •• ~·1cr mute.•:. :;1 contribution to t:1e ·::o.r 
ef:or t , 1nclud1n;; construc!;lon of r.Jili tal",· :~n·:~s , unless we 
a.:;reed to gran t t:1e loan , or altGJ.'natively , to purcl:.aoe 
Ch::nese cur.·e~cy at t:'lo of ~· icial rate of exchan..;e 1'or our 
milita...ry e:tp13ndit•tres . .ie rcfusl3d to accede to the "en-...·e.l­
.:.s:Jimo and continued nq;otie.tions . llo·.7eve·, durin.:; ..:1osc 
ne.:;ctiations , cono .·uction act1v1Uos on behalf of O\ll' ll:mry 
we:•o .:;oinc foz·wnrd and have nol'l beon substa.1tinll;r completed, 
and we are now in the favorable blll',,;o.1n111£: :>os1 tion . Dr . 
Kun:; in a letter of A'?l'il 1 , 19!~~ inforrted :.te t_.,_a t tr1e 
Chinese Govot'!lment is 11 l'osclutely determined t.l'la t nothin.., 
shoulr' be alloned to interfere l';ith ~10 present and con­
teMplated operations of t.'lo u . s . Ai'lil' in tho C'.ina l':lee.t1·o" , 
and thn t the c:11nese .... ove;.•nuent r enounces " an;; request for a 
new loa.'! (i.Cl . t.'W ,;1 billion loan requested by the Ger.oral ­
issimo nt t:1e Cairo Conf'e •e.1ce) 11 • Thus a moat diff ~cult 

l 
· ~ 

• 
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situation !:.as been br1cl..,.ed and our 'Tlil1tacy · nsto.llations in 
China otand ready i'o:r use . 

The Sect•etary of l'lar , i n his lette1• dntocl ~.ey 26 , 1 91:.11 , 
h as subntit t ed to )"OU an excellent account of the ne..,otiation s 
to date rer;ardin<; the U, s . <.Iollar costs of our mili•ary 
expenditures in China . 

As you lmow , l'le have been i nfomed that Dr . Kun:.; will 
come to the Unit.ed States so on as head of tl e Chinese dele-
0ation to the United l!ations I:.onetary and Financial Confc,•ence . 
This will ..).ve us the opportunity to continue the financia l 
n egotiati ons with h im in the United St o.tes . 

That t.':le position we ila ve talren in these negotiations 
i s jus tif:e d is shown by the declini~ volue of t h e C-'h i nE>se 
yuan , The of fie ial excnang e rate for Ch inese yuan has be on 
5 cents s i n ce 1941 ; bot' ore China enter ed the \lar it was 50 
c ent s , The unoff icial or bl a ck mat•ke t r ate for yuan wa s only 
2 cent s by the end of 1942 and by th e end of 1 945 onl y 1 c ent . 
At t.~e present time the yuan is wcrth a bout one-half of a cen t . 

The rise in vo.lue of the U, s . dollar in terms of Ch i nese 
yuan is s h own by some typical 1"ot•ei5)'l exch anze q\totations in 
Kunming and Chunj <in::; sinc e the la t t er part of 1 91:2 : 

Chun,i{in~ Kunming 

1942 A 1J,;, -us t 

~~ 
yuan i'or ·il ~yuan fot• .,;l 

Dec ember yuan !'or 'o/l yuan <or ~·1 
19L- Atl&USt :ruan !'or .,il yuan l'or Jl ·' Dec ezuber 85 yuan for i,>l 95 yuan for .,,1 
l9ith F ebruary 175 yuan 1'or -,il 300 yuan i'ot' .,.;1 

!.larch 250 ~:1lan for ~?l 220 yuan tor ?1 
April 200 ~-uan LOr ~1 205 yuan ior ?1 
L:ay 175 yuan !'or •)l 190 yuan !'or ./1 

Gold bas always sold at a •. tuch h i j1er v r.lue in terms of 
Chinese yuan , Thus , at the end of 1 945 a U, S , dollar no t e 
sol C. for about 90 yuan while ·.>1 v1orth of s old sol d for about 
500 yuan . I n !lay , 19~4, r.hen the U. S , dollar sold for 
about 17 5 yuan in Chunt;lt i n::; , }1 worth of c;old sold for ap ­
proximatel y 450 yuan . 

You may feol assured that despit e the financial probl em s 
which arose to di sturb t h e cot•dial relations o1' this Gov ern ­
ment with the Chinese Gov er nment , the course of the .,resent 
finan cial negotia tiona is satisfac tory and 1novin_:; in the 
proper ciir ecti on . 



THE WHITE HOUSE 

WASHINGTON 

June 1, 1944. 

MEMCIWIDUM roR 

Till SECRETARY or THE '.mEAl URI J 

!hie HIIOl"andWI 1e from the 

Ch1neee Aabaes&dol' and vas brought to M 

br Generu Shaft« Obert cU.l'ect :t'l'om Chungt1ng. 

I think rou a11fht han a klk v1 th the 

Oh1neee Alllba .. ador 1n regard to the Ch1neoe 

exohange eUuat1on. I do not think !ut 

feel• 1t 11 auob better. 

l.D.R. 
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O
I'Pankl !n D. "oo• eTelt t l b!'uy ::") E C RET 

FCLASS!fi(D 
IJ~O U•~AftO•fiJ7~t~if)MENT 
Oat • • ~- 1 ::, ~7~WASHINGTON 

SJ~MtV¢4 ~~ 
!.lay 26 , 19/J, , ··---Tbe President, 

The 11hite Houee. 

Dear Kr. Presidents 

I submit herewith a chronological resume of the negotiations with the 
Chinese Gowrnment With respect to the rates of exchange covering our expendi­
tures in China, Since the resume neoessar:l.:cy is somewhat long, I &Ill aJ.so sum­
m&rizing herewith its context. 

Whsn our troops first arrived in China they found an agreed exchenge rate 
of $20 (Chinese) for $l (u.s.), which even then had no realistic relationship 
to the purchasing value of the Chinese yuan. However, our requirements for food 
and houeing were siiiiJ.l and the expenditures were assumed by the Chinsse Govern­
ment which also undertook the requisite airport construction, In the fall of 
1943 when General Somervell visited Chwtgld.ng, this situation had changed and 
important construction lfllS delayed, as the Chinese Government had not provided 
sufficient funde . General. StUnll was lllllldng direct expenditures to obtain 
necessar3 speed in completing urgently needed facilities. 

General. Somervell proposed to Dr. Kung the establishment of a more favor­
able exchange rate. He suggested a rate of 100 to 1 in comparison With the then 
black mrket rate of 120 to 1. To save Chinese face, he proposed that we con­
tinue to procure $20 (Chinese) for each $l (u.s.) With the Chinese either to 
donate or to make available under reverse lend-lease $80 (Chinese) for each $l. 
(u.s.). 

At the cairo Conference the Ullited States agreed to finance further con­
struction expenditures. However t he ·exchange rate -s not discussed. The Gen­
eralissimo on his return cabled you requesting either a loan of $1,000,0001 000 
(u.s.), or the payment of Chinese expenditures at a 20 to 1 rate • .l8 this would 
have made our expenditures in China astronomical, you disapproved the proposal. 
and urged the Generalissimo to accept proposals offered by our representatives. 

The Chinese had been threatening to discontinue conatruction. With the 
receipt of your message, they agreed to provide ~2,5oo,ooo,ooo (Chinese) and 
n in turn agreed to deposit $25,000,000 to Chinese account in this country. 
This was in effect a 100 to 1 rate, but the Chinese would not continue the 
arrangement on a 1110nthly basis. We aJ.so forwarded $20,000,000 (u.s.) at Chinese 
request for purchase by the Chinese in the black -.rket to lower the rate. 
There •• litt.l.e cClll!idence in this proposal and the money has not as yet been 
turned oYer to the Chinese. Nevertheless , the Chinese continued to advance 
.f'unds for the construotion program subject to our shipJDSnt o.f' $5, 000,000,000 
(Chinese) per 1110nth into China. This is continuing and work to date has not 
been beld up. 



The Chinese have advanced ua $7 ,ooo,ruo,ooo (Chinese) and have received in 
partial payment t he one deposit of $2$1 000 1000. Manifestly, they are worried 
as to the rate for repaymant . For the first ti!De we occupy the favorable posi­
tion, We have advi.sed tho Chinese consistently of our willingness to bear these 
expenditures at a reasonable exchange rate. The 6o to 1 rate recently proposed 
by Or. Kung rlth $20 {Chinese) to be purchased for each $1 (u.s.) and ~o (Chi­
nese) to be provided under reverse lend-leaee ia not realistic in view of the 
present black llllll"ket rete. We are not adverse to a reveree lend-leas e arrange­
ment of this type, though we do object to an unrealietic r1lte; and although it 
would reeult in the Chinese obtaining a greater credit for future settlement, 
it would appear moat unlikely that fllnda received under reverse lend-lease at 
1111¥ rete approaching realiem would at any time even closely approach the dollar 
value of direct lend-lease aid. 

Perhaps our Qr progr&lll in China has contributed so:noJllbat to inflation. 'I 
However, the number of our troops and the magnitude of our construction are not 
sufficient to have a major effect. The Chinese report expenditures at approxi- ' 
mately $10,000,000, 000 {Chinese) for support of our troope and for constructioo 
prior to the Cairo Conference. They have advanced $71 0001 000,000 (Chinese) for 
construction authorized at Cairo. D'l turn the united states has lend-leased 
goode valued at $413, 000,000 (u . s.) . The Treasury Department granted a credit 

~ to the Chinese Government of $$00,000,000 (U.S,), against whic.b it drew 
$243,000, 000. The f'FA has purchased gooda for $48, 000, 000 (u.s . ) at a 20 to 1 
rate, Our forces in China have expended through February 1944 a total of 
$15$, 000, 000 (U.S,) at the rate of 20 to 1 . The financial contribution of tha 
Un1 ted states hae been most substantial and greatly in excess of the Chinese 
expenditures even at the 20 to 1 rate, A settlement of the $7,000,000,000 (Chi­
nese) construction advance alone at the 20 to 1 rate would involve a premium 
payment of over $JOO,OOO,OOO (u.s.) compared with a rate of 150 to 1 , and the 
latter ia below current black market. 

f 
\ 

The black mrket is continuing to rise, The rate at the present time should 
not be less than 1$0 to 1 and even this rate should be r<~vised periodically un­
leaa the Chinese Government controls inflation. 

The War Depart .. ent believes that our representatives should continue to 
stand firm for a r<~alistic rate . D'l view of the effect of any rete on military 
planning, colltllitmenta should not be made 1n Chungking without clearance in wash­
ington by the Treasury Department and your approval. 

Respectfully yours, 
Pranlltn o. 1\ooeevel\ i1-.nrJ 

O£O~IFIEI 
1100 lutt b ..... ,.;a?t••> 

J11cloaure
0
i(-J_ (' ,Z -1 j~ 1 b 

Sif'IJ&\VI• 91 fiY:-.<£ I, ..• 
Secretary of lfar. 
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_SECRET -

19 May 1944 

RESQME Of CHlNESfj EJ(C!UNQE SilUAIION 

l, 1he excMnge aituation in China first was brought to the attention 
of the War Department b7 General Stilwell eerly in 1943, at which tiae be re­

port ed tb&t the ofricial rete or exchange or 20 to 1 wae not r eali stic, inaanuch 

u the open Nrket r8t.a at that tinoe was eround 40 to l and increasing rapidly . 

He celled attention to the tact that with the l&rge expenditures contemplated 

b7 the A~, definit.a steps should be taken to have a new official rate eetab­
liehed, 

2. The official rate of exchange of 20 to 1 was eeteblilhed in Au£Uat 
1941 and has been supported by the U. S . Government aa a aeaeur o or ~~~eking 

effective the etabiliaation agreement entered into with China at tho s ame tiae, 

'!bia etebllization agrenent expired 1n January 1944. 

). When the IIStter or the rete wae first r eported by General Stilwell 

the Treasury Department waa requested to give acme conaideration to having the 

Cbineae effect a change in the r~te and during the letter part of 194), that f 
department ende~vored to obtain aoae relief in the metter. These efforts 
included a change 1n the official rate, the granting or a epaoial rate to the • 

llni tad States or the sale of gold at an advant.ageoua price to uae the proceeds 

to decrea se the exceaahe costa of the War Department's expendi turea 1n China 

becauee of the unrealistic rate. 

4 . Wit h a knowledge of the State and Tree~ Department and undoubtedly 

with the full knowledge of the Chinese Government, the War Department ha s been 

paying ita panonnel 1n China U. S, currency and permitting that per ecnnel to 

go into the open or black lDIU'ket and purchase Cbi.neae currency at any availal>le 

- rete. t..ter , the State and Tre"wry Department reques ted the War Department 
to ahip United Statu currency to c~,ina for uee 1n paying parecnnel and 

operating expenaoa, Tho War Department baa been r eluctant to having ita soldiers 

dealing in black Nrket operet1ona, but f or 1110rale purposes , it could not do 
other tha.n authcrille such a procedure in view or ita failure to find other mes ne 

ot ghing ita men in China autficient local currency to orteet the unrealistic 

exchange rate. In addi tion to the .orale r~ctor, there hae been the ever 

increa1ingecpendituree b7 the War Department for auppliea and construc tion. 

5, Failing to eecure relief through a change in t he official rAte , the 

War Department, early in l94J felt the need for a r e ciprocal Lend- Lease agree ment 

with China and the Chinese Government indicoted that they .. y be willing to enter 

into web an agree Mnt, lccordi.ngly , an agre esent was drafted tor aub•i~aion to 

the Chinese , In view or the exchange situAtion end the t act that the Trea~ 

DepartMnt expre .. ed the view that e ttor tl up to that tiM to aecure a better 
of ficia l rat e of ex~nge had pr~ved truit lees , it wae decided to include in 

the reci procal Lend-Leaee agreement, 1n additi on to the prov iaiona to direct 
aid in kind , a eeot ion to the effect t hat the Chinese Government would provide 
fundi in Chinese !N.rrency to be Uled b7 the U. S, in direct purchaee ot auppllea, 

ut.ariale , facilities and eerdcee in lieu or reciprocal aid in kind and to meet 

the 11sent1a l govel'llllental and idlitery needs tor Oline1e currency . The uoder­

etanding wae that th1e currency received under the a greement could be ueed in 
reducing t he exceeeiv1 coat to the U.S. of expendi ture• tor peraonnel and other 

purpo111 on a ccount of the unreslhtic Chine~e excbang~!'~'.~ -~I • -- ·• 'l ' ''D 
·SECRET rT".:-~· .- . · -- ~ ..-"~ · · · ~ _, 
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1bh reciprocal t-Dd- Leaae agreeMnt wu preeented to Dr. Soong, Foreign lliniater 
Of the Cl!ineae govemMnt b7 the State Deper tMnt in Wa ahington in 11&7 191.) 
with a MIOOr&ndua explaining the purpoae ot the 1'1nenoial prodeiona thereof. 
The sgr .. ment waa IJ\Ibmitted to Oenersl Stilwell in China ~~end wn conaurr.d in b7 
him in view ot the apperent i~aaibility ot aecuring a proper exoh~~cnge rate. 

6. In October 1943 General somervell visited Chungking. He wu advised 
b7 General Stilwell that delays oceuring in conetruetion neceaaitsted direct 
eontractW!l expenditures by United Statee forcea. '!be artificial erehange rate 
or 20 to 1 aa compared with s black market rate ot 120 t o 1 waa resulti ng in 
exorbitant costa. Oeneral Stilwell believed that a better arrangement waa 
eaaential to our planned operstiona. Oeneral S0 mervell , with the knowledge and 
consent of the bbeaaador, propoaed to Dr. Kung, subject to ratification by the 
U. S. authorities in Washington, that the Chinese Coverruoent we available to 
our forcae the requisite Chinese curr.ncy to 8Upport these forces aDd the ailitary 
conatruction under one ot two alternatives! 

A· The thited States would clepoelt to Chinese account in the United 
Statu tl U.S. for each $100 CN 1\l.rniahed, this deposit to be cr.dtted againat '· 
an official exchange rate of 20 to 1 , with the remaining $80 CN to be a contri­
bution of tho Chinese Government t o our joint war effort ( thie arrangement 
would proect publicly the 20 to 1 artificial rate); or, 

~. The Chineee Government would provide the requisite funds wi th the 
United States depositing to Chinese account $1 u.s. for $20 CN of eseh $100 CN 
made available, the remaining $80 CN to be provided under a reverse lend-lease 
agreement. 

Dr . Kung appeared to view these propoaala aa feasible and promised to place 
the• bef ore the Oeneralieeiao tor appro'f81. 

7. Sbortl7 after General So,..rvell' a nturn to the United Statu in 
November, and before the propoeala could be carried further, t he Cairo Conference 
waa held. 'n!e Generalissi1110 a ttended thla conference. It is understood that be 
wu a dvieed that the United Ststee waa prepared to besr the coat of ita lllilitery 
ettort in China. It is not understood that the question of exchange rates was 
considerod. Subsequent to the conference, as indicated in the report ot 
Ambseeedor Causa, January 16,1944, the Generalissioo in a ~eassce to t he President 
urged that a loan of $1,000,000,000 U.S. be r.ade to China, or that , othenise, 
the United Statee assume full responaibillty for its expenditures 1n Chine at 
a 20 to 1 rate. 

s. The Tr~eury Department was then negotiating with the Chinese Covern­
ment with t vi ew to transporting gold to China for purchase of Chinese currency 
i .n the open •rket to control intlat1on llnd to secure a better exchange rate. 
Theee negotiations did not appear to be progreuing rapidly. The Secretary of 
TreeiJ\Ilj' r ecognizing the urgenc7 of the airport construction progra111 authorized 
the '!far Depe.rta:ent to proceed with ita own negotiations. 

Rr- ,...., ' '"'-~ • ·• .,..LA""'Tif"''t:'D 
J.J V"" \.J'-1...1..1 £..--' L - '"' - ._. J.• lJ:J 
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Representativ"'s of t he State Department concurred in tnia arr&l\gament , Our 
military representatives were authorized to a lviae the Chinese that tho 
United States was prep& red to accept full rasponsibili ty for ita mill tary 
expadtmdituras subject to the establ1.shmant or a reasonable exoh&llgc rate wnioh 
would h..,e eo:ne relationship to the actual purchasing po..,r of the Chinaae 
dollar , On lS Jan..l&ry our Collr!Bnding General in China and State oepartmnt 
representative• were advissd to JZ'&SS for an early complet.l.on of a reveres 
lend- lease agreement concunntly wit.h an agr.aMnt to be preeanted by military 

representatives With r esp&ct to the f~r~ds to ba mde available by the Chinese 
Government t o cover our military aJC!)endituru . The military r opresen tativaa 
were a dvis'ld to keep in constant touch With tho State Depart'!llmt and TnlaSill"/ 
De!R rtme:~t representatives ao tha t any action taken in Chungking 110uld be 
Jointly understood. 11.r. Edward c. AcheacJl was sent to China to assi st the 
Coll:l"&nding General in presenting t hB proposed fiscal arranga!lleot . 

9 . In reply to the Oeneraliasimo• a request, referred to above, the President 
urged the acceptance of the proposal submitt-ed by our military and diplomstic 
represent.atives . I t is to be noted that tho authorities in this country were 
in &greemant that there was little merit in the proposed loan to China. 

10 . Our milita.ry and diplomatic represen tatives proceeded With the negotiations. 
In the latter part of January oatimatea beca~e availabl e With respect to the 
substantial co:1otruct i on coats involved in the new airport projects. Ueanwhil e 

the black market exchange rate hll1 continWid t o advance and pt¥ments in American 
dollars at a 20 to 1 rate would have become astronomical in comparison to the 
value received in work. The \'far Department would have round i t necessary to have 
requested additi onal funds for the purpose from Congr ess a nd was apprehensive 
that the exorbitant costs would have s erious repercussions . Again on 24 Jenll.U'Y 
our military representatives ·;rare a dvised t o IIIAintain a firm stand, but to i n form 
the Chinese GOvernment t hat tho Unit.ed States was prepared to place to Chinese 
a ccount tne U. S. dollar equivalent of a:1y Chinese funds m de available unde r 
general arrangements which they 'IIOuld SlJ68eS t to the Chinese OOvemment . 

11, Dr. Kl.tra~ was desienated by the Generalissimo to r eceive the Uni~ed 
States• proposals. Our repreeentati ves proposed as an i nteri111 moasure that tho 
United Stat~s would purchase ~,000,000,000 CN at the rata of 40 to 1 t hrough 
the deposit of ~2$, 000,000 u.s. to Chinese acoomt in this country. The Chinese 
oovemme!lt would add $l;Soo,ooo,ooo CN to thia accowt. This proposal would 
have established an interim exchange rate of 1~ to 1. Tho Chinese Qovem :DOnt 
did a dvance t he first funds and the $25,000, 000 U. S. in pnyoent thereof was 
deposited to Chinese account. However t he Chinose Government did not accept 
the pltlposal as a co:Jtinuina measure , On 3 February Or , Kung mado a coun tar­
proposal to continue t he official exchange ra te of 20 to 1 With the Central 
Government contributing $10 Cll more for each $J. U.S . under rever se lend-l<~aae . 

our representatives turll!!d dom t his proposal , They a dvised us on 12 Febr.!ary 
that they could see no benefit in further proposals. However, Dr. K':.lng was 
aSKed to a dvance $1 ,000,0 .0,000 Ql per month during tbe relD&inder of the 

negotiat-ions With the ro~ont rate to be decided during negotiations. 
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12, !!'port of expenditures at this time indic11ted that our own expendi­
tures in China had increased from e400,000 in January 1943 t o $23,000, 000 in 
December. Estillll tee for airport. and other coost.ruotion indicated a reqnire­
ment of approximately &2,$00, 000, ()()1) CN I'IQ'Ithly. fll.yment. .Cor these funds at 
a 20 to 1 rate aa compared with the proposed 100 to 1 rate would have resulted 
in an annual premiwa to the Chinese Qoveri!JIItnt in axcesa of $1,000,000,000. 
However, the 9ropoaed rate of 100 to 1 was a till below the real t'llrchasi.'lg 
value which was 110re a 1equately expressed by the black aarKet rate which had 
reached l$:l to 1. On February 20 General Stilwell was adviaed t lut he ~t 
continue to take a f irm stand while st ill expreas in& the will ineneas or the 
tl\ited States to bear t ull costa at a reasonable exchange rate. On Fe=>ru&lY 2$ 
we were advised by our military re~ resentatives that. Dr. Kwlg had asked for 
320,000,000 U. S. to be flown to China as an advance t o the Ch1neae acco1.11t 
w1 th the rate to be determined lat er. Theee funds or. Kung proposed to uee for 
the purchase of Chineae currency in the black marl<.et in an effort to drive 
down the black lll&rket rata, At the suggestion of our representati ves, and with 
the a;;proval of the Treaaury Depart<ROl"lt , t his money was flown t o India in the 
understanding t.h:lt ~$,000,000 U.S. 11as t.o be mde availabl e to t hl' Chinese 
Oowrnment to teet the atfect of the proposed purchases prior to utilising the 
tun a..:.lnt . Tbaae tunds have not as y et bean turned owr to the Chinese 
Government as our re preaenteti ves on the 111"0\11\d felt that the transfer might 
prove de - rioental in view of the exiat.1ng statue of negotiations . 

13 . On !Jlrch 2 our represen tatives advised us that tbo Chinese Govem­
mant had agreed to furnish not to exceed $$,000,000,000 CN per month to our 
forces provided the requisite money 1n Chinese currency was shipped from the 
United States, with l.l*roh and April requirements to be shipped by air. 
ArrangeJJ8nts were ude to meet this reques t. 

u. Durlng t.~riod of negotiati ons the construction work baa been 
proceeding aatistact.orily. As our propo11l With respect t.o t.ha deposit of 
e<!S,OOO, OOO u.s. per liiOnth t.o tote Chinese account in t.be United States in 
exchange for $2, $00, 000, 000 Ql had not bean accepted by the Chinese Govern­
ment, only the initial deposit was made. S1nce we were obta1n1n6 all of the 
!\lnds needed Without. an exchange commitment, our representatives 1n China 
believed it. undesirable to IJUbmit further proposals to the Chinese, They 
awaited counter-propoeal s t r oa the Chinese Qovernm•nt. On uay 7 our repre­
eentati vee advisod us that t he Chinese were pressing hard for a financial 
agl'&eaent at a 60 to l rate, $40 CN of each $60 Ctr furnlshed to be credited as 
reverse lend-l&ase, .t.s t ho black ma!i(et was co.ntinuing to rise, our represen­
tatives 11ere unWil.ling to accept t.hia offer and i nsisted an a three 110ntbs • 
agree:~~ent. for a nlta or l"ii to l , our repreaen~t.ives in t.be field reported 
the t the Chinese Government would ma.ce a di rect appeal to the United S tates. 
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lS. It i s important. t o note t.~t. t he Chine n Qove.rruaent has receded 
conaideraoly trom ita et.l\d taken in 1943, n.,d trom ita even 1110re acWoallt 
at.and taken in oeccnaber 1943 and January 19441 as a rasult of tho firm 
poalti on taken by the Ulli t.ad stat.ea . While the work unde rtaken by t he AJDerican foreea and piJ"llll:lnt there for a!¥ aggravate the diat re3a of t he Chinese ecMom;y 1 it 11 very dour:.t.tul it i te influence on t he intlatioo ditticulties i a a major 
contributing !actor. In l ocal a reaa where work 11 being carried on, our 
expenditures will have 1110re eer oua effect on infla tiunacy difrtcultiea than ehewhere, but even there our expenditures aM not the primacy oa uee or t heir 
econOIIIi.c dieturb'Ulce . In an:r event , it is difficult to underatand the effect. or the ra t.e ot exchanee on t.hia eCCl'IOCIIY as the Uni t.ed Statu funds JMdo 
availabl e to China would accWIIUl.a te u a credit to be drewn agains t. att.er t he 
war. It would be difficult to just ity an artiticial exchange rate which would lllll<e the coat ot Amer ican participation in the war in Chi na out. of' all pro­por t ion t o the actual value or the work received, particularly taking into ccnsiderati on the relatively low cost. of labor i n China as OOID.pared wi th t he 
Uni~ed States. 

16. The extent of United Stet.ea aid to China must also be taken i.-1 to considerat ion in det~rminL1g t he exchange rate whi ch is to be accepted. 
Lend-Leaee aid t o Chi.'lll ~~ aggrej!ated more than ~00,000,000 u .s. , although s o:21e or the Lend-Lease a terial is atill atock piled in India as t ransporta­
tion ha3 not been available tor its IIIO'Vement into China. At a realistic rat·e , thia Leno-teaae expenditure alone i s equivalent to ~60,000,000,000 CN . 

In a ddition t here to, t he Treasury Dopartment grant.ed a credit t o t he Chinese Ooverru:~ent or $SOO, OOO, OOO u .s. in !larch 1942 a gainat which 
~4),000,000 ~a been drawn at t he end ot 194). 

The Foreign Econo:oic Adminie •.ratioo will have purchesed in China f r om 1941 through J une 1944 approximately $48, 000, 000 u. s . whi c h at t he 
official rate would purchase t960,000,000 CN worth of me rchandis e (etrat.egic matorials) . At a realistic rate ot 100 t o 1 as a conservative aver.;.;e for 
the period, these purcnasea would ~ve cost only $9,600,000 U.S. Thia IIC&:lS tlult o..,r the period the Chinese Government had been benefited as a result ot the unrealistic exchange rat e by a preoium of $J8, hOO ,OOO U.s. 

Likewise, our f'or~ es in China have expQnded for the period 
1 January 191.3 to include Fehruar.t 19uu a total ot US5, SSO, OOO U. S. which at the orticial rat.e of exchange total $)1lll, OOO,OOO c;:. Exp.>nd l tures during 
the month of Y.arch M d April 19411 have been on th'l basis or the new ao.Teement , whereby the Chinese advanced to us the currency required for o .. r naeda and we in turn deposited J . S . currency tc the credit of the Chinese Government in s:~ch amo111t as the Co:nmanding Cenerel, u. s. fo""es reports as propody due . 
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The total a:>Cllnt. reported by the co~dine Genttral, u. s. Porcee undor this 
a;roe:u~nt to nave been recei""d up to April 2) is $7,680,000,00~ C.l , (How 
~ch of this should be credited &I a Chinese contrihuti~n to the war ottort, 
and how IIIUCh the Unita<! States Government is expected t o reim.burso the 
Chinese cannot be deter:nined i n Wash.lngton at tl is tL"lft i u view of the fact 
that negotiat!.ons in this reepoct are being carri<'d on by General StUwell 
in China.) This is a total exponditure in Chinese currency to dllte of 
$10,191 10001000 CN, This would coat th~ U. s. at the official 111te of 20 to 
1, $539, 550,000 U. S. whereas at a ~aliatio r~ta of 1$0 to 1 it would cost 
only $72,000,000. Tills means that the u. s. J>ays a pr emium on t hese expondi­
turee of $467,550,000 due to the unrealistic rate . 

Dr . KWlC! 1n a letter to the S~oretar; of \far hao reported Chinose 
expendi t uree during part of February and all of !.!arch and April as aggregating 
$7 , 016, 000,000 Cll, The Chinese state, howevPr, in addition to this amount 
the Chinese Government has paid out since septenooer 19h2 for construction of 
ai rfiolda , barracks, air force s uppliee and improvement of roads at the 
reques t of the United states authorities a total of $10,878,260,~57 CH . 

While the coat of the services furnished the United States Forces 
1n China camot be verified, his ~stiooto of construction cost in 191.., of 
$7,000,000,000 t;N is 1n a groeoent with our own fiJUres . The \l:litad States 
has depoei ted against this advance of t7 ,000,000,000 Ct-1 the eum or 
t2$1000 ,000 u.s. to Chi nese credit in the United States, 

17. In view of the large sums involved M d the continuing expondituros , 
it ie app~rent that the agreed exchtlll{l8 rat~ may have a decided 1nnuence on 
military operations and on militacy planning. i'lhile it is desirabl e for a 
finn a&reement to be effected at the earliest possible data, the LportW'ce 
ot such agreement to conte~:~plated military operations warrants its caNOful 
consideration in Rasbington before it i e accepted for:r.ally, It is suggested, 
t ne rotors , th3.t any arrnn,;emnts which may be proposed 1n Ch~r~!ll<ing be tanta­
tift until t!-eir effect on m111tary operations can M :studied by o U' Govern­
ment iTI Washington so that all factors ay be taken icto consideration. 
It is apparent that the AMrican position heo coo5ta.'ltly improvod during tho 
proSNes of the ne;;otiations as a result of the tim eta..1d taken by all or 
our rep.Nsenta.tives workin~ in close aueo<Dent . J.:ea.nwh.ile, c:Uitary con:nrllc­
tion has proceeded rl thou t delay . 
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'l'o LJeet. the requirt.:1ents of the unit ed Jt~.otes •. r.1y in 

Chin a the Chinese Govern.oont has advanced in t oto the sun of 

eighteen hillion yuan . 

The Un ited St a t es Covernaent has signified its intention 

of paying for its nilite r y expenditure in Ghina 111Jicll is t;reatly 

app r eci ated by the Chinese Covernnent . :.s a bas is o f settle"ent 

of the funds advanced by the Chinese Government , United u tstes 

~ rny representatives in Chine have nade proposals et dU'ferent 

tir.es sin ce ''ehruery for the conversion rate to be fixed variously 

at ; c .S . ; 1 to 100 yuan , 200 vueo , 120 vuen , F.nd 150 yuGn . The 

Chinese t'}ov ern11e nt , ho1·.ever , · s unable to consi de1· Lhese proposc.ls 

to a l ter the exchenre rete of 20 yuan to one 1 . J . doller , bec~use 

the lowering of t.he exchen,..e rete under the pre:1eo t Oil'CunsttJiceo 

would further undermine confidence in Chi nese currency , as 11ell 

as stiMul ate the rise in coouodity p rices . 

The Chi nese Covernwent , therefore , sua;ests the followinG 

solutions: 

( e . ) Tbe agr eement for Re verse Lend -Leuse as 

proposed by the Unit ed ~tetes and acr eed to 

by Chine shel l be s igned e nd implemented es 

s oon a s possible . 

( b . ) Chins undertakes to pay for land needed for 

the construction of a i r fields . 

(c . ) China 
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(c . ) Chim undHrtekes to ftY for the roo<l lind 

lodeinr of the Unit.ed :.~ntoo l"l1Y in Chin~ , 

such pa:llll"'n ts to be credHod under ;;everao 

Lond-Leose . 

(d . ) For United .;;tutes .• rc1y expenses other tht n 

those covered in (b) t nd (c) o bove , the Ch 1ne se 

Goverm1ent o~rers the foll011ins &1 ternu ti ve 

sol utions :-

1.) China shall contribute t\lent:r vunn 

ns Reverse ~end-~e .se , in sd<lltion 

to t1·ent., \'uGn exch JlCild at of"iciol 

rete for every United ~totes doll&r 

credited to Chinn . Chine is further 

prepared to rni:e such Reverse Lend-

Le'lSe contri but! on to fort•• "Uen ~o:t> . --
eocb United ~tL•es do!l r pleced to 

her credit . 

2 . ) Alt•rnatlvely , 1!" the rbc.ve c.rr£n"·e­

ment (d . l. 1 ia oonsidereu not sntio­

foctory , the Chinese CovortlUlnt shall 

be prepar ed t o por lit the United ~tr tea 

authorities in Chino to sell in open 

uarket United -tatea currency- notes , 

United States Government bonds , gold , 

end co~aod1t1es tor tho pur pose or 

securing 
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securln~ Chin ese c urrency needed to 

meet United dt tes Ar ny expenditure . 

The Chi~ese Co vernne nt also beli eves thLt the n os t 

effective J.Jeosur e o f controllin,· in:fl~>tion in Chin& is 

increased importation of comnodities for daily use , 

espec ie.lly if such importation is coubined wi th the 

e.rransements under (d . - 1 or 2 ) 

It is to be observed that for eve r y yuan i ssued , the Ch inese 

Gov er nment and banks assume the o bligation o r its r ede@ption accord -

ing t o l ow . I n c ompa ring Chino ' s present foreign exchr•n!::e accWl!u -

l a tion t o t h e amoun t or yuan i ssued China ' s e xcha nge reserve is 

infinitesimal e nd f a r below her roi nim= require..1ents , not to mention 

China ' s post- war n eeds for rehnbili t o.tion and reconstruction , and 

he r monetary stabil i ty which especi ally needs assis t ance . Hence 

any appreciabl e increase in Chine ' s foreign exchenre end reserve 

would ,.reetly nit i {"ate her difficulties and be of vital impor~ance 

to developnent of ,'.rJer i cen t r ade with Chi na . 
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THE WHITE HOUSE 

WASHINGTON 

June 12, 19-&4. 

IIDIORA.JDUN J'OR 

BON. HENRY MORGER!HAU, JR • 

• 

fO READ AJID RE!URN J'OR MY 

riLE. 
F.D.R. 

P~ivate und Coufidenut~l l et~e ~ to the rres . 

· :>ri. l 19 , 191~4 r~om ~·:- . H . H. !<Unf' , Chune k inr; , 

in reeu ,..d to China ' s fina ncial s i t mt t ion , '"'l th 

at t acherl Table o f Total 'Pftvrnents "'~acte by the 

Chinese Gov ernnent at t h e Pequ<""'t of tho u.s . 
... '!'l'!ly ,·._utho-itles (f:--om Sept . 1942 to r :>:il lq , 

1 ° 4!.. . } 
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HlA00UARTIR$ or TH I GlHUtALIS!IJMO 
CHINA 

flpri l 18th , 1J·i4 . 

!'y ue'lr President : 

a~::: hin r turn to lT~shington , to henJ you tl.is letter 

1.i t h r,y cor linl ,~reetill(;S . 

lle i~ cl:~r.;o<l to convey to ;rou my 

vie-"s on ~~e 1 te~t Jev<!lvp:; r.ts in U:e '? r "'.£st cO. 

the ;'u;:l _.,:.tnls o~ our :uture trt!•-· i~ t' c :':ina 

t.:1c"ter . 1 trust you ;,ill >tccorJ hL a fairl:{ lon · 

inter viclll eo lhit he cr,ey tell you in dct· il nll th 1t 

~c hbs to s.:r en~ to bive :rou ny ia:or=atio- .~ich 

you c:ay desire . 

":'ishin.; you he ocst of h• lth. 

Yours s i ncerely , 

(si.;ned) China,; r.lli -nhok. 
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WASHINGTON 

June 15, 1944 

UE'iiORANpUAt FOR TJ!E PrlE.:ilDENT: 

I att ach the gi st of some 

recent reports I have received 

from China . 

Lauchlin Currie 



lm«>IWfOOll POR THE PRESIIEH'I' 

Contid.ntial z-.ports rroa Chqki~ are that ICucmint.ang­
C~at aegotiatione are getting nC*heN becau .. the Kuaaintang 
hu no real desire to oomprOIUee and 'lll.ll not meet COIIIUunist requesta for relaxation or the anti-c~iet blockade, reeetabliahllent of radio c,_,lllic:ation between Chqld.na and Yen&n, and release or 
C~et political prie mera. 

Allerican obaervera on the epot therefore reach the eon­
cl.udon that the Kua:dntang began negotiations with the Chinese 
C~ta priaarll7 to put up a good front against foreign criticiam. 11\e ume motive 11 behind the viti t or foreign correapondenta to 
Yenan. 

The C01110uniat representatives in Chunglcing cl.aia that their ecooaaic and political. etrength has increaaed i.n the C-=tnnS.t area 
and that there baa even been an increase in their military etrength. 
Be that as it ma.y, there aeema to be llttle doubt that they are 
genuinely interested in fighting Japanese and would Ulce to have 
Allerican al.lltary delegationa sent to their areu. 

11\e aeaaion of the Central Executive COmmittee of t he 
Kuomintang which began ~ 20th Wes kept very secret. The trend of 
the meetings wu definitely reactionary and Dr. Sun Po who bad 
voiced criticisms received no support. 

Regarding Alllerican criticism of China, the Generaliasimo 
was reported to have said: 

•.u for foreign criticism, I at first paid s011e attention to it but it haa passed the point of be~ reasmable. Formerly it the foreigners found U good aboot China, they said that Cbina was 
100% good. Now it they find 1% bad, they e&: that the other 99% is also bad. lfe should etop worrying about .uch criticism just aa I nar 
disregard it . 

"Ceneorship muat be ~~&intained to protect ua against these unfair criticis•. All that ia censored now, despite foreign 
C<Gplaints, are !alae ruaors and reports.• 

DICLAssrrrn 
. n.~~.J'y A': "hi vie t ot t~ 0 •• .s. 

By W • J . Stn·ar t gate FEB 7 1972, 



TWE SECRETARY o r THE TREASURY 

WAa"tNGTOH l 
June 28 , 1944 

1y dear ~. President : 

In accordance with your wisoes , 

I am returning herewith , for your files, 

the letter ttated April 19 from Dr . Kung, 

which you asked me to read. 

The President , 

The ~bite house. 

Yours sincerely , 



THE EXECUTI VE YUAN . 
... ATIONAL GOVI: .. Nf"'IENT, 

C HINA. 

Private & 01 "tltt, ' 1 - 2 
• Chungking , April 19, 1944 . 

The Honorable Fr anklin D. Roosevelt , 
President of the United States , 
The \'/hi te House , 
Washington , D.C . , U.s .A. 

Dear Mr. President , 

I am taking t he oppor tunity of Ambassador Wei' s return to 

the United States to send you my warmest personal gr eetings , I 

would also like to t hank you f or your kind i nvit ation to me to 

visi t your country . Although cir cumstances and the pressure of 

urgent duties unfortunatel y pr event me from leaving , I do hope 

that the day will soon come when I shall be able to do so. 

I was very glad to hear from Presi dent and L!adame Chiang on 

their r eturn from Cair o of your great desire to assi st us i n the 

solution of our current problems . Therefore , it would not be 

amiss t o bring you au courant with respect to current economic 

and financial developments in China. Dr . Wei i s suppli ed with 

detailed i nformation which he will be gl ad t o provide 1n order to 

supplement this letter. I t is no exaggeration to stat e frankly 

that , in the economic and financial sphere , China i s experiencing 

its most difficult year since the beginning of t he war . The seven 

years of uninterrupted warfare with its attendant devastation , 

blockade and growi ng financial burden have taken their tol l . As 

you are certainly aware the Natio~al Government , under the leader­

ship of President Chiang , are doing everything within their power 
1EC:I' • 

s•at , .Jo-s- ?2-

~RK /0-le>-?~ 
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to intensify the co=on war effort . But our financial and 

economic problems are increasing i n acuteness . 

Had our ];)Osition been less unfa vor able , we should have 

gladly undertaken the burden of financir.g all United States Army 

expenditures in China as a voluntary contr ibution t o the United 

Nations • war effort . As it is , the activities of the United 

8Btes Army in the China Theatre , in:portant and 1ntispensable as 

they are for illtensifying our war effor t , are dangerously accel­

erating our :ini'lation . To date we have appropriated over 17 

bi llion Yuan for eirfiel ds and other mili tary out lays for the 

American Army , of which 10 billion , a sum equivalent to the 

US%500 mill ion loan which was extended to us i n 1942 , was ];lai d by 

February . I am appending a detailed list of such ex.pe!l'iitures 

for your reference. The mere ];)revision of currency not es for 

U.S . Army expenditures h• s exhaust ed our currency reserves in 

China and used up all notes shi];lped in from India . In order to 

kee];l the U.S. Army supplied with notes so t hat their activities 

can continue wi thout i nt erruption , we are compelled to r estrict 

tempor arily cash out payments by the banks for commercial and in­

dustrial purposes pending the further arrival of new su];lplies 

of notes from America by air. 

In order not to in: pair ser iously China • s etfecti veness in 

the common war effort , it is essential that confidence in our 

currency be maintained . An essential precondition for the con-
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tinuation of confidence in our cun-ency is the mai ntenance of a 

minimum r eserve of foreign exchange , gold or silver , against our 

currency . It would be ~ost dangerous for us to continue to i ssue 

currency notes to cover current U.S. Army r equirements wi t hout a 

minimum replenishment of such reserves . Unfortunat ely , this ob­

vious consideration appears to have been overlooked by some who 

apparently f eel that we shoul d provide the U.S. Army Yuan currency 

on terms which woul d involve an actual rate of 100 Yuan to 1 u .s . 

dollar. Such a course amounts to a depreciation of the external 

value of our curr ency by 500 percent and would be fatal to us in 

our present predicament . 

Those who urge for a further depreciation of our currency 

wer e obviously misl ed by the comparatively high price commanded 

by U.S . dollar notes in the black market . It i s i mportant ,however, 

to grasp the fact that the supply for U.s . dollar notes i n the 

black market is very small and that t he chief demand i s cr eated 

by the hoarders and speculators who smuggl ed U.S . dollar notes 

to Shanghai and by smugglers 1n China who find it profitable to 

acquire U.S. dol lar notes even at high prices for the purpose of 

taking to India to buy rupees in order to bring contraband goods 

and gold from India . Thus the price the U.s . dollar notes com.'118Dd 

in the black market is fictiti ous and cannot be regarded as true 

i ndic·.tor of the ext ernal value of Chinese currency . The Chines e 

Yuan was worth about 30 cents U.S . currency at t he outbreak of 
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t he war 1n 1937. We maint ained that tree marhet r ate at con­

siderable sacrif i ce until March , 1938 . Since then , i t has gr a­
dually depr eciated until the Stabilization Board of China fixed 

the rate at about 5 cents in August , 1941. Since the basic i~ea 

behind the plan !'or a United Uations ' Uonetary Conference which 

is bein& pr epared under t he leadership of the United States Trea­
sury , i s sound money , I am sure you appreciat e our reluctance in 

taking steps t o further depreciate our currency . I have explained 
in detail in my messages to Secretary ~orgenthau dat ed January 6 

and February 25 , about which I pr esume you were informed , t he r ea­
sons tor not changing our exchange rate . The psychological effect 
alone of such a drastic revision of the exchange rate as some 

contemplate would be very serious and would , of necessit y , lead t o 
an upward r evision or internal prices and serio~s loss of confi­

dence in the Yuan. 

It is not generally r eali zed and we do not wish it to be 

known that China has had to conduct her war effort with less aid 
1n t he form of materials and supplies than any major ~e~ber of 

the United Nations , and t his 1n spite of the f act that she i s 
confronted with difficulties such as beset the path of no other 

belligerent country , The pcr.~ers of endurance of the Chinese peo­

ple have proven thenselves under the tremendous strain of the 

seven long years of war. Since , according to t his year ' s budeet , 

nearly 50% of t he expend.itures is already covered by taxation , 
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t he National Government is extremely anxious to a void taxin£ these 
sacrificial powers beyond endurance , for t he conseeo,uences might be 
disastrous both to China herself and to the United !lations as a 
whole . We had all been hopi ng for t he removal or tho blockade of 
China some time in 1944 . Now that appears to be a r emote contin­
gency . It the present economic and financial difficulties continue 
and if we take steps that would drastically depreciate our Curl' en­

cy , thus bringing about further inflation , the consequences rr~y 
be grim indeed . 

We are not making any r equest for a new loan because we are 
well aware of the difficulties t hat may beset the pat h f or the 
granting of a loan at the present t:Ur.e . We ar e exerting our ut­
most to do our shar e in f acilitat ing t he activities of t he U.S. 
Army in China by providing land f or the construction of airfields 
and by advancing large sums for the payrr.ent of construction and 
other activities . As you have kindly informed President Chiang, 
the United States , in order to cover all of i t s rdlitary e:rpen­
ditures in China , inclooing such maintenance as well as construc­
tion , i s pr epared to place to China' s account the u.s . dollar 
equivalent of any Chinese funds made available under general 
arrangement wi th u.s . representatives in China . The only dif­
ficulty that pr event s us from reaching a complete understan11ng 
with r espect to t his matter i s the r ate of conversion . on ac­
count of t his difficulty , except for the US~25 million paid in 
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March , none or the r est of the u.s . dollar counter -part of the bil­
lions advanced by China has yet been turned over to China . Since, for 
reasons stated above , we cannot depreciat e our currency fUrther with­

out ser iously jeopardizi ng our currency posi t ion , we have been t ry­
ing to find other ways or sol ving the pr oblem . Some time ago , we 

have informed your Government our agreement t o the u .s . proposed 
arrangement for Reverse Lend-Lease and I hope the ar1~ement will 
soon be carried out. I am sure you will agr ee with me that this whole 
matter is not a subject for bar gaining. We have already foueht 
shoulder to shoulder for over two years . We have shared considerable 
sacrifices and , it appears to me , we shoul d each cont r i bute according 
to our capacity for t he common victory . 

It was with great pleasure that I learned of Vice-President 
Wallace ' s forthcomi ng visit t o China in which event I am sure he will 
become fully acquaint ed with China ' s war effort and the problems 
incidental thereto. We welcome such interchange of visits as a 
valuable means of exchanging mut ual infonnat ion and un:l.erstanding 
between t he Allies and also hope that some day in the not too di stant 
future Urs . Roosevelt will allow us to repay the hospitality so gen­
er ously extended to Madame Chiang by you and your people . 

With best per sonal r egards , 

Yours sincerely , 



Table of Total Payments \fodc by the Chl.nese 
Government at the Request o: thP United 
Stat es .Army .AuthoritiP.s (Froro Se.J,tenber , 1942 
to APril 19 , 1944) . 

~) Paid out by the National Treasury , 
JUnistry of Finance . 

1 . - For construction o~ airfields . Yuan 8 ,018 , 932 ,286 .25 
2 .- For construction of barracks for 

Composite \7ing in Air Force . 355 ,580,500 .00 
3 . - For War Area Service Corps expen-

ditures (mostly board and lodging 
for u.s . Air Force in China) . 1 , 483,40? ,953 . 78 

4.- For transport of u.s . Air Force 
supplies . 404,442 ,91? . 92 

5 .- For the i mprovement of roads at 
specific request of u.s . Army 
authorities. 615 ,896 ,800 .00 

Total Yuan 10 ,878 , 260 ,457 . 95 

B) Advanced by the Central Bank. 

1 . - Advanced for t he construction of air bases : -

lal March 11, 1944 
b April 7 , 1944 
c April 14 , 1944 
d April 19 , 1944 

Yuan 1 , 743 ,000 ,000 .00 
1,ooo ,ooo ,ooo .oo 
1, 503 ,000 , 000 .00 

520 ,000 ,000 .00 

2 .- Advanced for the account of the u.s . Army:-

~
a ~ February 10 , 1944 
b March 6 , 1944 
c April 15, 1944 

Tota l 

Yuan 1 ,000 ,000 ,000 .00 
1,ooo,ooo ,ooo.oo 

250 ,000 ,000 .00 

Yuan ? ,016 ,000 ,000 .00 

GRAND TOTAL - -- Yuan 17 ,894 ,260 ,457 . 25 
----------------------
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