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The Japanese views concerning the question of smuggling in North China were ex-
pressed by Mr. Arita to Sir Robert Clive a few weeks ago. It was stated that smuggl-
ing in North China was ascribable, as was elsewhere throughout China, first, to the high
customs tariffs maintained by the Chinese Government, and secondly to the fact that the
local authorities were not always . eagerly co-operating in collecting customs duties, the
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proceeds from which were to be sent to the Central Government. Therefore in order to
prevent the smuggling in question it is necessary, above all things, to eliminate these .
underlying causes through the efforts of Chinese authorities. w~

These views as outlined above have been confirmed by a member of our staff who
has recently visited Manchoukuo and China. He reports that the trade in the East Hopei . NNW ;
area has considerably decreased since the beginning of June last; but that the fundamental
solution of the question would not be possible as long as the Chinese customs tariffs :
remained at the present levol, whereas with a sufficient reduction of tariffs the question .
would automatically disappear. His conclusion is that the Chinese Government should first
of all reduce the customs duties. :

We are expecting that the Nanking Government will soon consider seriously the matter
of reducing tariffs. .

As regards the discussion of financial questions between the Nanking Government and :
the North China regime, which will have an important bearing upon the efficacy of any . ;
preventive measure for smuggling, it appears that the possibilities for compromise have
been increased as the "result of the recent visit to Peiping of a wellknown financier, who
commands great confidence of both parties. If he assumes an important office in North
China now offered to him, it will ?ﬁr&. accelerate the settlement.

8P. 310

3 In these circumstances, it would be a great service if the British Government should
W call attention of the Nanking Government to the importance of reducing customs duties
k| and effecting the adjustment of interests with the North China regime.

N 8 ‘

Vice Minister for Foreign Affairs informs me that Mr. Kuwajima has reported that
smuggling in North China has considerably decreased since the beginning of June but
that no final solution of the question is possible so long as Chinese Customs tariff remains
at present _3.&. If duties were sufficiently reduced question would automatically solve , :
A ; itself. Japanese Government hope and egpect that Nanking Government will shortly con- e ' i
: sider a reduction of the tariff. )

; . As regards general financial situation between Nanking Government and North China,
which has important bearing on the question, recent visit to Peiping of Wang Ko Min
, who commands confidence of both parties has increased prospect of eventual settlement.
If he accepts office in Hopei Chahar Politieal Council this prospect will be further increased.
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