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FOREWORD

This study forms part of the documentation of an Inquiry organized by
the Institute of Pacific Relations into the problems arising from the conflict
in the Far East.

It has been prepared by Dr. Kurt Bloch who was engaged for this pur-
pose as a temporary member of the Secretariat. Dr. Bloch has been eco-
nomic adviser 1o the German Federation of Trade Unions; co-editor of
Magazin der Wirtschaft; in charge of the economic information and press
department of the Preussische Elektrizitits A. G, Berlin, assistant to the
President and assistant manager of the Preussische Zentralgenossenschafts-
kasse, Berlin; special economic adviser to the German economic Enquiry
Commission (Enquéte-Ausschuss), economic and financial adviser to the
National Economic Council of the Chinese Government.

The study has been submitted in draft to a number of authorities in-
cluding the following, many of whom made suggestions and criticisms
which were of great value in the process of revision: Mr. John Wheeler-
Bennett, Dr, Arnold Wolfers, Mr. Liu Yu-wan, Mr, A. M, Smithies and
Mr. G. E. Hubbard,

Though many of the comments received have been incorporated in the
final text, the above authorities do not of course accept responsibility for
the study. The statements of fact or of opinion appearing herein do not
represent the views of the Institute of Pacific Relations or of the Pacific
Council or of any of the National Councils. Such statements are made on
the sole responsibility of the author. The Japanese Council has not found
it possible to participate in the Inquiry, and assumes, therefore, no sespon-
sibility either for its results or for its organization.

In the general conduct of this Inquiry into the problems arising from
the conflict in the Far East the Institute has benefited by the counsel of
the following Advisers:

Professor H. F. Angus of the University of British Columbia

Dr. ]J. B. Condliffe of the London School of Economics

M. Etienne Dennery of the Ecole des Sciences Politiques.

These Advisers have co-operated with the Chairman and the Secretary-
General in an effort to insurc that the publications issued in connection
with the Inquiry conform to a proper standard of sound and impartial
scholarship. Each manuscript has been submitted to at least two of the
Advisers and although they do not necessarily subscribe to the statements
or views in this or any of the studies, they consider this study to be a useful
contribution to the subject of the Inquiry.

The purpose of this Inquiry is to relate unofficial scholarship to the
problems arising from the present situation in the Far East. Its purpose
is to provide members of the Institute in all countries and the members of
1.P.R. Conferences with impartial and constructive analysis of the situation
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in the Far East with a view to indicating the major issues which must be
considered in any future adjustment of international relations in that area.
To this end, the analysis will include an account of the economic and
political conditions which produced the situation existing in July 1937,
with respect to China, to Japan and to the other foreign Powers con-
cerned; an evaluation of developments during the war period which appear
to indicate important trends in the policies and programs of all the Powers
in relation to the Far Eastern situation; and finally, an estimate of the
principal political, economic and social conditions which may be expected
in 2 post-war period, the possible forms of adjustment which might be
applied under these conditions, and the effects of such adjustments upon
the countries concerned.

The Inquiry does not propose to “document” a specific plan for dealing
with the Far Eastern situation. Its aim is to focus available information on
the present crisis in forms which will be useful to those who lack either
the time or the expert knowledge to study the vast amount of material now
appearing or already published in a number of languages. Attention may
also be drawn to a series of studies on topics bearing on the Far Eastern
situation which is being prepared by the Japanese Council. That series is
being undertaken entirely independently of this Inquiry, and for its organi-
zation and publication the Japanese Council alone is responsible.

The present study, “German Interests and Policies in the Far East,”
falls within the framework of the first of the four general groups of studies
which it is proposed to make as follows:

I. The political and economic conditions which have contributed to the
present course of the policies of Western Powers in the Far East; their
territorial and economic interests;' the effects on their Far Eastern policies
of internal economic and political developments and of developments in
their foreign policies vis-3-vis other parts of the world; the probable effects
of the present conflict on their positions in the Far East; their changing
attitudes and policies with respect to their future relations in that area.

* II. The political and economic conditions which have contributed to the

present course of Japanese foreign policy and possible important future
developments; the extent to which Japan's policy toward China has been
influenced by Japan’s geographic conditions and material resources, by
special features in the political and economic organization of Japan which
directly or indirectly affect the formulation of her present foreign policy,
by economic and political developments in China, by the external policies
of other Powers affecting Japan; the principal political, economic and
social factors which may be expected in a post-war Japan; possible and
probable adjustments on the part of other nations which could aid in the
solution of Japan’s fundamental problems.

III. The political and economic conditions which have contributed to
the present course of Chinese foreign policy and possible important future
developments; Chinese unification and reconstruction, 1931-7, and steps
leading toward the policy of united national resistance to Japan; the pres-
ent degree of political cohesion and economic strength; effects of resistance
and current developments on position of foreign interests in China and
changes in China’s relations with foreign Powers; the principal political,
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economic and social factors which may be expected in a post-war China;
possible and probable adjustments on the part of other nations which
could aid in the solution of China’s fundamental problems.,

IV. Possible methods for the adjustment of specific problems, in the
light of information and suggestions presented in the three studies out-
lined above; analysis of previous attempts at bilateral or multilateral
adjustments of political and economic relations in the Pacific and causes
of their success or failure; types of administrative procedures and controls
already tried out and their relative effectiveness; the major issues likely to
require international adjustment in a post-war period and the most hopeful
methods which might be devised to meet them; necessary adjustments by
the Powers concerned; the basic requirements of a practical system of
international organization which could promote the security and peaceful
development of the countries of the Pacific area.

Epwarp C. CARTER
Secretary-General

New Yor:k,
October 9, 1939
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AUTHOR’S PREFACE

The following study was first submitted in draft form in 1938.
It was then widely commented upon, revised and brought up to
date in December of last year. Now that it is going to press, the
sequence of events which led to the outbreak of another great
European war has so basically changed Germany's attitude
toward the Far East that it does not seem worthwhile to fill the
gap between December 1938 and August 1939 with a descrip-
tion of close German-Japanese friendship and its various mani-
festations. ° .

When in the Spring and Summer of 1939, internal dissension

_in Japan resulted from the pressure of the Japanese military for
a definite German-Japanese military alliance, and when Anglo-
Japanese friction developed as a result of such pressure, it seemed
for a while as though the German-Japanese understanding was
really aimed not so much against the Communist International
and the Soviet Union as against the British Empire. That this
was the real background of German-Japanese co-operation was,
moreover, often asserted by many commentators of different
nationality.

However, the aftermath of the conclusion of the German-
Soviet Non-aggression Pact of August 1939 seems to indicate
that, at least so far as Japan is concerned, her friendship with
Germany and the resulting Anti-Comintern Pact were based on
the assumption of a “natural” German-Japanese antagonism
toward the Soviet Union. Accordingly, the Japanese Ambas-
sador in Berlin, one of the most ardent advocates of German-
Japanese friendship, was instructed to protest against the
German-Soviet Pact as violating the spirit of the German-
Japanese Anti-Comintern Pact.

Moreover, a Cabinet crisis in Japan resulted in a new Jap-
anese Cabinet which has announced, through responsible spokes-
men, that Japan's foreign policy would now be directed exclu-
sively toward defending her own interests in Eastern Asia, and
that Japan would try to avoid European entanglements. This, it
seems, may be taken to mean that Germany's Far Eastern poli-
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cies have now ended in provokmfr coolness, if not hostility, in
" both China and Japan.

It is, of course, too early to foresee what economic and politi-
cal effects the European war will have on the relations between
Germany, on the one hand, and China and Japan, on the other
hand. Already, however, orders originally intended for Ger-
many are being switched to other countries by the authorities
and enterprises of Manchukuo. Moreover, these authorities will
be forced to find new outlets for Manchurian soy beans which,
it would seem at present, cannot be shipped to Germany.

Moreover, it is unlikely that Germany can continue exports
to the Far East. Though theoretically Germany's Far Eastern
trade might be rerouted via the Siberian railways of the Soviet
Union, not only would the cost of such transportation probably
be prohibitive, but Soviet-Japanese friction makes such traffic
extremely improbable. Additional difficulties will presumably
result from the virtual dissolution of the Hongkong branches of
German trading firms following from the internment of the
German residents of Hongkong.

As to German-Chinese political relations, it is reliably re-
ported that in May 1939 a minor barter deal was concluded
along the lines of the original Hapro agreement of 1936. In
addition, arms shipments from Germany to China were ar-
ranged, it is said, at the same time.

If Sino-Soviet friendship and the German-Soviet rapproche-
ment are taken into account, it would seem possible that Ger-
many may ultimately answer the shift in Japanese foreign policy
by a similar shift of her own stand with regard to the Sino-
Japanese conflict. For the time being, however, both econom-
ically and politically, Germany scems to have fully withdrawn
from the Far East where her future role obviously depends upon
the outcome of the European war.
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