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UNITED STATES TREASURY DEPARTMENT 

AMERICAN CONSULATE GEN~ 

SHANGHA~ OHIC£0,. 

TH& TREASURY ATI \ CH=: 

~'f.IJi 

Colml. S toner or customs, 
(loves lgstive unit ), 
Treasury Department, 
Wash1ngtoo, D. c. 

S1r : 

February 21, 1939. 

Thore ere enclosed tor the 1~ormat1011 ot the Burem end 
other interested Depertments copies ot e report entitled: 
"Opium as 8 Large source ot Revenue tor Japanese." 

Respectfully, 

't Q.Qw ~ . ~~ 
For the Treasury A.ttache 
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.Aoeordi.Dg to ~omatlon MClU'ed trca clrcl•• 1Ja cloM tOGoll 

with 1apaeM Sl>ec1al 8ernce Orgm, ti. 111pa ... 11111t&l7 1A en.toro-

1ug the narcoUzatScn policy 1A Cb.1Da npecta to 1"&1• a ftftD\ae 

ot taao,000,000 a 19U' 1dla it ie carr1•4 °"' ill i.11 n11ag. !tie 

1apw•• bel1"9 that throqgll tbe pon or 811-np•', ilae7 ca ccmtrol 

the op1m npp17 or the sole eoutheutem area 1Dclu41.D& n1m&n, 

Cbeld.ang, .ADhwei and parts ot Jtiugei cd lhlp9h. 'l'h91 calculate 

that 1A this area t hey cen ee.s1l7 distribute 100,000 hels ot opiua 

en17 4q. That means 3,000,000 taele a month or 36,000,000 tael.8 

per amua. In a4dU1cm to t his, t hey cc d1nribme ~.ooo ounces 

ot morphine, cocaine, bel"Oi.n end other narcotic ~· en17 4a7 

Nlr1ng en annual total or approxima t ely 1,800,000 o\Dloe•. 

AIJ the source or supply ot Chillese opi ml tl'cm Szechuc, l\m.Da, 

?A. 
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JDrelcha.. K'&Dau and Sbens1 has bee:i cut on. the onl.y op1WD allo•d 

'bJ the .Tepsnese author1 ~1ea Will be J'ehol op1•• P9reim opi•• 

SuiJW:D opim end l:anchuriaq opium. J'ehol. SW.ywm ad MllDchuriu 

opiwa 1a collecteq tran the tame.rs in those district• by a apectal 

purchasing agency there• the Dai Man CcmlpmJ ( A..1i, '..'-l) l OD behalf 

ot the 1apanese authorities at low prices. 'nle coat price 1ncl\141.a& 

t::"8Aaportatlon 1• about $1.00 per t•l. *11.e P9:ra1a opi• procured 

'by 1apaneee 1n Macao 1a a'bout to.eo (Hcm6Jcoag cm"1'9DC1) per teal ftll4 

With tranaportation and other expenses to Sbangbe1 it does not coet 

more than $2.00 per tael 1n local currencr. With regard to moi­

ph1De and heroin. the price in Japa. Fomo••• Da.iren e.D4 '1'1ents1n 

1s ap5)roxil:latelJ Y..oc> per lb. ad the aal.e pric. 1n Shmgba1 1a 

more then ti.500. Seneral tactori•• ban now bee .. tabl1•be4 

by J'e.penese 1n Sbetutbet *1ch m.o.ke and ret1ne theee dr\lp local.17. 
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'nle lown aoleMle prioe for Ze&IOl, 81117'1& ID4 lilmch\lrian Opium 

u ginn bf 1QllDllM atlloru1 .. w ~ oi>l••rch&t• 1• bet ... 11 

t6.00 to 17.00 per t .. 1, 11b.11.e ~nl• opllm 1• t'l.OO to te.oo per 

t .. 1. To tbia JllU8t be 1144" the ~ llD4 aurtuee, l1cenae teee, 

br1be17, .. cort fMa, ~c. So 1t la ate to aq tb&t Japanese cu 

man t5.00 net profit CD ftH7 t•l. ot opllllll aold ill Sb•nghai and 

the surl'O\m41.Dg 41•trlota. It calculated cm the buU ot 100,000 

taele a dq, the .TapeneM could ftiM teoo,ooo a 4~ or tl~.000,000 

~ s~~ 
f>3 

a m=th lllld $1801000 1000 a 79ar. With 1Jl~ trca otber ll&l"COtic 

dru6• an4 taxee *1cte4, the 181)8M .. 111.ll han a ""mae ot appron-

mate~ tS>0,000,000 fftlll the narcotiatiCD poU07. 

The 1apaeN are still tar beh1D4 1Jl their emb1t1oua project, 

becauae they ban not u 79t nccee4e4 1Jl ~ ccmtrolli.Dg this 

rich trstttc. l'm'tllemon th97 baw not aa y.t •cu.r.4 tlae 

cooperaticm or the rtpt opi• -l'ohallt• u4 g11D&9tere ao an able 

to ccmtrol .the op1• mubt aa Ill'. ""Yeh-MDC 414 b9fon the war. 
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Under preMDt c1~a.oe•. they are ••lU.ng opiia 1A a 41e­

orgc1Utd wq. The ~. the n~. tbe gendume•• the Special 

Service Organ. the rontns and tbe puppets all tab am. part 1D the 

illicit trade but actuall7 nr,- little re'ftllue 1• reellzed by the 

.rapeneee authorities fra!l this channel. because eftry one b-.obed 

recei "'83 a cut. The 1apaneee hope to get the cooperattcm ot a 

party ot Chinese opium merchallta or gangatera eo tbat th.,. ca 

rely upon them to ?'tliae the prospect! Te mount ot renn•. The 

.Japanese authorities are negotiating with llr. Theodore c. ~ 

( 1 ~ t.r ~ ) • a gangster i..,.r and Mr. Wang Shao-t9Cg (;·~ 7 ~ ) • 

a walthy and influential. opium •rchant, tor the granting ot 110AO­

pol7 agenc7 right but owing to 1Dtemal 41tt1oult1ea 8D4 tbe approach 

ot China new ,-ear tbe questian U still pn41Dg. 
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It baa been learned traa aou.rcea connected Witb the Chinese 

secret aer.1ce, that tbe Cbungk1Jl6 eutbor1t1•• are • etchill6 t be 
' 

opium e1tuat1on here 1'1th great concern. 'lber do not wt::i t this 

lucrPtiTe revenue to get into the 1apaneee war cltoet. It is 

alleged that s99c1al 1natruct1ona have been issued bJ Ol~k1ne 

euthor1t1ea to the Shanghai agents to u seaainate tlJl7 opi um 

merchant or gP.Jl6•ter who cooperetee .. 1th t he Jepancse in t he 

opium monopoly. 
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