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Mr. Knapp

Attached is a draft reply to the letter addressed to you on
January 30, 1947* by Mr, Arthur B. Foye, President of the China-America
Council of Commerce and Industry, Inc., enclosing a memorandum on the
subject of "Claims of American Creditors Against the Chinese Government*,
copies of which were being sent by Mr. Foye to all of the members of the
National Advisory Council*

The gist of Mr* Foyefs memorandum is contained in the follow-
ing sentence (page 5) 5

"In this connection there would appear to be no
good reason to the China-America Council why the NAC should
not suggest to the Export-Import Back, along with other
disiderata, that the determination of the actual amount and
timing of allotments for specific projects under any credit
set up for China, should be related to the character of
Chinese action with regard to liquidation of outstanding
claims due American creditors.*

Mr. Foyefs memorandtia refers to earlier correspondence which he
has had with Will Clayton on the same general subject. In a letter dated
June 24, 1946, Mr* Clayton gave the State Department's position as follows:

11 It has not been the practice of this Department
to make the issue of credits to other governments dependent
upon the prior settlement of claims of American nationals
against those governments where the issue of the credits is
desirable on other groimds* However, the Department recog-
nizes that failure on the part of a government in such circum-
stances to arrange for adjustment of outstanding claims against
it would be likely to have undesirable effects on the attitude
of firms interested in foreign trade and investment; and the
Department therefore would expect, as the situation might war-
rant, to call such effects to the attention of the governments
concerned.*

Obviously there is little immediate prospect for positive action
by the Chinese Government with respect to its defaulted foreign obligations.
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The principal amount of China1 s prewar external debt, excluding debts
owed in Japan and Germany, is approximately 300 million dollars, of which
the bulk is held by the British. It is estimated that 30-40 million dol-
lars is owed to private investors and creditors in the United States.

Contrary to the implications of some of Mr. Foye's statements,
the major part of the debts owed to Americans were receiving regular service
when war broke out in China in 1937, various new settlements having been
signed in 1933-37* This point is made in the suggested reply to Mr*
Foye and the rest of the letter contains a polite expression of your
hope that something can again be done by the Chinese Government when
more stable conditions are reestablished in China and of your belief
that the attitude of the Chinese Government in this respect will be
taken into consideration if and when new credit negotiations are under-
taken with China.

Attachments
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