
HSM 

Srcrrtary of Stn tr , 

Washington. 

GRAY 

Paris 

_. · ----

Oo.ted Jtllluary 29, 1940 

Rce'd 8:10 p . m. 

144, January 29 , ? p , m. (SECTION ELEVEN) 

According to the h3ENCE ECOtiO!IIQt£ ET FHW!CIE'tE 

of tod:ly after thrE£ ;-cars 0 deadl ock" the Greek Govern­

cent has offered to pny 43 percent of the intcrcnt on 

its foreign loons and the Bri t1sh Counci l of Foreign 

Bondholders and tlx LeaguE Loan Com i tt££ 1:n vc recom­

i:£ ndcd acceptance of t hc offer. Under the proposnl 

tht first payment will b c mde on an FEbr1:UU"Y 1 nex t 

t~c sacc percentage wi ll continuc and amortization will 

br suspended during the pcriod of the war . The offcr 

1s prcsumably tht r cault of nn t~rrangnw:nt brtwun the 

Briti sh and Grcck Governments in conneot1on wi th economic 

end in connection questions concerning the two countr1ea 

~~d 1nvolvcs aubstant, a l purchasesof Greek tobacco . 

The seclrit1es rrnrket was depressed and 1rrcgu:b r 

aga in today i n n11rrow trading n1 though pri er changes 

were uni mpartnnt. Rentcs sh owed modcrn t t irrcgulnr 

gains n lld 1 oao ES • ( END OF !£ SSAOE ) • 

BtTLLITT 

Dill! 
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DEPARTMENT OF STATE 
WASHINGTON 

Janua17 29, 1940, 

My dear Hr. Secretary: 

In connection with the recent cable eent at 

your request to our Eabaeey in Mexico City, vtth 

regard to traneshipaent or Aaer1can cargo at 

Manzanillo for Vlad1voetok, I aa enoloeing copies 

of reports received by air mail. 

Sincarely youre, 

Herbert Feie 
Adviser on International 

Economic Affaire 

Enoloeurea: 

Copy·deepatoh Ho. 9900 
of January 24 rroa Xexioo 
with enoloeuree. 

Copy deepatch No. 9903 
of January 211 rrom Mexico 
with enclosure. 

'l'he Honorable 

Henry Morgenthau, Jr., 

8eoret&r7 ot the Treaeur,. 

c:.._ ..... , ... 
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DIB.USY or 'I'D UNUED 
STATES or AKIRICA 

Mexico, J&nuar"f u., 19.0 

211 

No. 9900 
SubJect: Traneshipment 'ot American Cargo at 

Manzanillo tor VladiYoatok. 

The Honorable 

Sir : 

Tbe Secretary or State, 

Waehington. 

I have the honor to transmit two memoranda or 

conversation regarding the shipment or cargo from 

New York to Manzanillo, Mexico~ It is understood 

the shipment consists or some eight thousand tone 

ot copper, eteel, and maobinlr"J, and that 1ts ulti­

mate dutinat1on 1e Vlad1Yoetok. Accor ding to aYa11-

able information, the shipment will be transshipped 

to the Russian s.s.VMAIAIOVSIY at Manzanillo. 

Respeottullr roure, 

JOSIPRUS DANIELS. 

. l 
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con 

XEMORANDUM OF CONVERSATION 

!\OBERT BURWELL, Guadalajara 

RALEIGH A. GIBSON, 

January 20, 1940. 

Mr. Burwell stated that the Panama Railroad 

boats BUENAVENTURA and GUAYA~UIL were expected shortly 

i n Manr;anillo, with cargoes of copper, maobinery and 

steel. The cargoes are to b e transshipped in Man­

zanillo tor Russia. 

It is possible that the two veesele have been 

nons1gned to the Agenoia Maritima y Comeroial, Heynen 

Eversbusoh and Company, Mexico City. Thie is a 

Gel"CCan firm. The ships vill probabl7 be handled by 

Erneato Pireoh , in Manr;anillo, shipping agent. Pirsob 

is a naturalized Mexican, having been born in Germ&nJ. 

He just returned from a six montbe vacation in Germany. 

RALEIGH A. GIBSOK, 

" 12 ~-
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COPY 

MEMORAlfDUX OF COJrVDSA'fiOI 

SR. DON JUAN LOPEZ 

RALEIGH A. GIBSOI 

213 

M.r. Lope:r. stahd that Kr. Burwell had called hla 

by long distance, and had infoJ'11ed hla that the Ruee1an 

boat 8.8.VHAY.U:OV8n vae in ballast, and vae ava.1till8 

t he arrival of the two American vessele 8.S.BUENAV!N'fURl 

and 8.8. GUAYAQUIL. 

Mr. Lopez stated that he had reoeived inforaation 

from New York that the s.s. HARPOON, of the Shephard 

8hi ppiJ18 Company, vas aleo loading at t hat port, for de­

l ivery to Kanzanillo, Colima, Mex1oo. 

RALII GH A. GIBBON. 

-0 
-" Jl -

-
c, 
l 
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amuer or 'I'D 

OlltED 8TAT!:8 or AXIRICA 

Kexioo, Januar:r 26, 1940. 

No. 990:1 

Subject: Tranea1ee1on of Xeaorandua regarding 
Cargo of 88. GUAYA~UIL in Xanzan1llo 

'l'he llonoreble 

Sir: 

The Seoretarr of State, 

Washington. 

I have the honor to refer to ar air aall despatch 

Be. 9900 of Januarr 2(, 1940, regarding the J.aerican 

veaaele BUEHAVDTUJIA and GUAYAQUIL, and to ~ricloee here­

with a aeaorandua of conversation between a ... ber of 

ffl eta!t and Xr. Robert Burwell of GuadalaJara, Kexioo, 

with further reference to thie aatter. 

Reepeotfull7 :roure, 

JOSIPHUS DAlfiELS. 

214 
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January 24, 1940, 8 :15 p . a. 

ROBERT BURWELL, GuadalaJara 

RALEIGH A. GIBSON. 

Mr. Burwell in~ormed me that the 8/8 GUAYAQUIL arrind 
today in Man~an1llo and ia trana~arring ita oargo,_ma1nl7 
of copper to the Russian 8/8 VMAYAICOVSICY. Thia trana~er 
ia being made ~rom ship to ship. 

The ship 1B consigned to an employee o~ Kernen 
Sverabuaob and Companr, a German tira in Xex1oo C1t7 , 
end i s t he same aa i~ conaigned to Ernesto Pirsoh, the 
German agent in Xan~anillo. The reason ~or the con•1gn­
ment to an employee o~ the Mexico City ~irm vas done in 
order to overcome certain labor di~~ioulties that Pirach 
mi ght have encountered. 

\'lith re~erence to the two American vessels - BUENA­
VE!ITURA and GUAYA!;lUIL - it 1a bel1nad that they do not 
belong to the Panama Railroad Company, but have been 
sold to Stoddart and Companr or Eolthart and Company, 
American ~irma. I~ this ie not true, it may b e possible 
t hat t he tlfo ships are under t ime charters to the Ameri­
can firma mentioned. 

The German agent is endeavoring to aecure cargo tor 
the S/S GUAYA!;lUIL, having o~~ered her tor European porte. 
One otter haa been made which conaieta o~ garban~oa ~or 
Spain. 

Xr. Burwell also stated that he would send t he Em­
bassy a c opy o~ the air mail letter t hat he expects to 
receive t rom w. R. Grace and Companr ~rom the New York 
City c~tice, regarding the o1rcumetancu under •·blob 
the American vessels were consigned to a German agency in 
Manzanillo . 

RALEIGH A. GIBSON. 
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TREASURY DEPARTMENT 

INTER OFPICIE CONNUNICATION 

TO Secretar~~nthau 

Mr. H~~ .. 
The Business Situation, 
Weel~ ending January 27, 194o 

Subj ect: 

Conclusions 

21S 

CONFIDENTIAL 

January 29 , 194o. 

(1) If t he corrective setback in industrial activity now 
unde:- WIVJ 1a t o be of moderate extent and duration, a strength­
enl:tS i n the underlying business trend should soon become ap'Oa:l'­
ent, .,er:Japs s everal months in advance of an actual upturn in 
industrial pr oduction. During t he past week, some more o'Otill.iatic 
11gns have appeared on t he business horizon: • 

(a) New orders tor steel and textiles have increased 
noticeably, partly due to seasonal influences and 
abnormally cold weather, respectively . 

(b) Prices of speculative bonds have risen moderately 
in comparison with high grade bonds, indicating 
nn improvement in our •index of confidence• . The 
undertone of the stock ma.rket has improved, though 
trading continues in light volume . 

(c) Contributing to increa sed business confidence is a 
growing feeling that war orders and general export 
demand may provide a greater stimulus to business 
activity in 194o than had previously been envisaged. 

(2) The volume ot new orders during December (not allowi ng 
tor the ettect of untilled orders) was sufficient to maintain 
the ~RB index in that month at a level of about 110. 

(3) Our basi c indices, now avai lable tor December, appear 
somewr~t more favorable than earlier figures had indicated. Acoor4-
1ng t o t hese indices, t he FMI index at about 117-118 would have 
been i n balance with actual demand in December. Th.ia comparee 
•1th a production figure ot 128 . 

(!;.) A further decline in sensitive commodity pricea laat 
•eelt, due in large part to current alacltne81 in industrial daaand 
and t o r elief of t he lllid- weetern drought , aaay have ao11e untawrable 
!'eaction on buaineaa aenti11ent. 
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SecreiarT Morgen thau - 2 

!he general situation 

our monthl.y index ot new orders above a aubatant1al tur­
ther deol1ne in December (eee ~art 1), Ule index tor that 
sonth being equivalent to an t indeJ!: (unadJusted) ot about 
lOJ. In tems ot the adJusted index, th1e means that 1nooa1ng 
orders in December were about 1Utt1oient to maintain the J'BB 
1Jidex at a level ot about 110, ae coapared W1 th an actual lenl 
ot 12S, the d1tterence representing production on previ ous un­
nlled orders. 

In consequence ot Ulie excess production, the baoklog ot 
un!llled orders has been turther reduced. Our approxillate 
1ndex of unfilled orders (lower seot1on ot Chart 1) turned 
do\'ll rather sharpl:r during the month, but rama!ria at an unusu­
sll;r hi gh level in comparison W1 th peak.s in other recent :reare. 
Business aoti v1 ty during the earl:r mon tha ot 194o Will be 
cushioned by these orders pending a renewed eXpanBion in new 
buying. 

Our basic business indices tor December present a somewhat 
aore favorabl e picture than vas ind1oated last month, partl:r 
due to upward revisions in the November data. !he index ot 
basic demand (sea Chart 2) stands at 119 tor December, down 
slightly froa the revised November tigure, and compares with 
an FRB i ndex ot 128 tor that month. 

~e index ot sales, representing the otttake ot manutao­
tured goods, rose to 116 in December. Th.ts index normall:r 
lags sooetlha t behind movement s in business aoti vi ty, and 
appears to be still in a rising trend. !he two indices taken 
together suggest that industrial production would be in balance 
Wi th the present level ot demand at approxiaately 117- llg tor 
the FRB index. 

Underlying tendency more opt1m1at1o 

I r the corrective decline in business activity now under 
vay is to be completed W1 thin the next tew months, evidence 
or 1Dprove1:1ent in the underl:r1ng business trend should soon 
begtn to appear, s1noe several months ma:r be required to 
translate underlying 1mprove~:~ent into i ncreased industrial 
Production. 

Regraded Uclassified



~ 18 --
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During the past week eome evidence ot an improving outlook 
has appeared on the business horizon. New ordera t or steel and 
t ext iles have increased notioeablJ , bringing a sharp upturn in 
our weekly index. (See Chart 3) The improvement in steel 
deiil&lld is partly ot a seasonal nature and sales ot woolen gooda 
have been st i mulated by the abnormally cold weather. 

Orders reported by the United States steel Corporation 
l ast week rose to the equ1Talent ot 59 per cent or capacity 
f roM }S per cent the previous week, and varioua trade comments 
aenti on soma improvement in i ncoming orders, particularlJ tor 
light er steel products . Orders tor woolen goode have risen 
very markedly, stimulated in part by recent cold weather. A 
further expansion in cotton textile ealee baa been discouraged 
by weakness in raw cotton prices, but the undertone or the tex­
tile market remains tirm and an expansion in aalea is expected 
by t he trade on any sustained price upturn. 

The action or the security markets auggeeta acme improve­
aent i n business confidence. Although trading in the stock 
marke t continues in unusually light volume, the undertone ot 
the mo.rket seems to have improved following the ta.ilure ot 
selling to increase on the recent market downturn, which is 
i nter preted by observers as evidence or a sound market situa­
t ion. Pri ces ct second grade bonds improved last week in 
relation t o prices or high grade bends , bringing a moderate 
upturn i n our 1 index or confidence• . 

Contributing to increased business confidence is a grow­
ing feeling that war orders and general export demand may pro­
vide a greater stimulus to business activity this year than 
had recently been envisaged . Publication or figures shoving 
the ~ked i ncrease in exports during December, a recent im­
provement in export orders t or steel and certain other products, 
and prese accounts or a possible billion-dollar airoratt pur­
chase pr ogram have directed increassd attention to the export 
outlook. 

The magazine Steel ._,s in ita current weekly issue that 
•teel buying t or export bas definitely improved, moat active 
Purchasers in Europe being Turkey, Holland, and t he Scandinavian 
countries, while Bra~il and Argentina lead among the South 
A=erlcan countries. The Iron Age mentions that the volume ot 
lnqulries and orders trom abroad hae been gradually expanding 
i n the past tev weeks and that there bas recently been sharper 
Price competition ~or' export order•. 

Regraded Uclassified



219 

An anal7•U of 1:he p:rel1.111Dal'7 ezpor' flp:ree for Den­
ber, in ooaparUoll with aYerace f111U'•• for the three preY1oue 
110ntha, u pr .. eated 111 the table below, abon 1;he larpe' 111-
creaaee uons 1.IIJ)Ortall' 1 t- te li&Ye lleea 111 Maufaet11re4 
prottuota all4 ref1ae4 oopper. .a. ooau-.uoa of tbie tell4eaor 
would, ot oouree, be of c11:reo' llenef1' to illdJaetrial aot1Y1tr. 
011 the other llall4 , 1:he sreateet t.pol'tallt deol111ee "re 111 
certain asrioultural pl'Oduote, telld1q to :reduce purobuillc 
power in certain apo1oul tural eeot1oae. 

Zzporte duriiiS Deeeaber, 
b7 eeleoted ,roupe 

( Prel1a1nerr) 

(M1111olle of dol lars ) 

.Uroratt 28.9 
Rtt1ned copper 111-.3 
Iron and a teel 
(excluding eorap) 2S.S 

Auto110b1lee 211-.9 
llaoh1D817 51 l 
P.aw ootton 11-3:3 
Chellicala 19.11-
PetrolOUJI 35.11-
Iron and etael eorap 11-.o 
fobaooo 11-. 2 
lbeat 2.0 
Dried and canned f~t• 2.0 
1 F1gurae tor 1'reah trUlt not ret an!labie. 

Bene1t1n prtoee deoliae 

Per oent ohaftse fl'Oa 
aYerec-.ot 

prew1oue 3 110nthe 

An untuorable dnelo~n' of 1:he paet week llae been a 
fllrther downturn 1n eelleU1Ye oo-41 t7 prio .. , 'lhioh add• a 
degree ot caution to CIIU"l'8nt bQU1a pol1o1ee. (Bee Ohar' II-) 
!'h8 currant elaoltae .. 111 11141aetria1 4...ul hal u .. lt bien aa 
111portant taotor 111 the pl'iee weeklleee. !be low YOlDM of 
ocpper bun-111, tor e:u.ple, baa beea larcelT reeponeible tor 
•uooeuhe IIU'k-doWDB 111 prloee for :ret1aed oopper. J'llr1:her 
rtliet ot the 1114-weetera 4ro11Cht throup heaYT eDOwtall onr 
1 large part of the t1JU ted Btatee llae weakened prioee of asr1-
oultura1 Pl'Oduote , DOtabl.r oetto11 Ul4 wheat. 
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The collapse ot epeoulatiTe booms in eilk and burlap 
centered in foreign markets, haa attected price indioea c~n­
ta1n1ng those oollllllod1 tiee, and has doubtleu adYeraely 
~fected prioee ot other oo.aod1tiea. Silt prioee began to 
break late in December, a.nd May futures at New York haTe loet 
Jl per cent in tour weeks. The burlap booa oollapaed last 
week on an unexpected deoiaion ot the British GoYernaent to 
defer a large purchase ot aandbage, at a tiae when an announce­
sent of increased purohaaee vae l ooked tor by t he trade. 

Current bueineaa neva 

The business decline vas somewhat llore pronounced during 
the week ended January 20, aa indicated by a drop of 1.3 pointe 
1n the New York Times index to 103.7. All components exoept 
cotton mill production vera lover. for the following week, 
preliminary data indicate an improvement in the adJusted index 
of automobile production , but a further decline i n the steel 
index. 

Retail automobile sales during December, as indicated by 
registrations in 39 States, shoved but a slight improvement 
over sales the praTious month, while production expanded 
sharply. ( See Chart 5) This has resulted in a larger eeti­
uted surplus of oars produced in that aonth than in any of 
the three previous Deoembera. (See lower aeotion ot ohart) The 
high December production was in anticipation of a heavy dell&nd 
for care in 1940, which ia apparently being oontiraed by the 
sales trend so tar during January. Despite adverse weather, 
retail automobile ealee during the second 10-day period of this 
•onth are estimated in the trade at only lb per oent below the 
comparable period in December, as oompa~ed with an aTerage 
decline ot 22 per oent in recent years. 

PRA mortgages aeleoted tor appraisal declined 1n December 
below the total tor the preYious Deoeaber (aee Chart 6), appar­
ently foreshadowing no great iaproyemant in the trend ot reei­
dential bUilding during early 1940. In January so tar the 
weekly t1gurea (lower aeotion ot chart ) haYa also ayeraged 
&lightly below last year 1 • t1gurea. 
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Table III 

EQplo~ent or Selected Airplane Motor Corporati on& 

1937 - 1939 
(Continued) 

1937 1938 

Lyeo:1ns Divisi on o! Aviation Manufacturing Corp. 

Jrnuary 
::Arch 
June 
September 
Deoe.nber 

:~ 
901 
756 
762 

Continental }!otora 
(Airpl ane Engine D1v1a1on) 

January 
!!arch 
June 
Sept ember 
Deoe:n'oer 

151 
153 
162 
135 
152 

1939 

134 
138 
171 
203 
243 
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• 
229 JanJU7 29, 1 liMO 

TOI 

,J,lal JOS!:PII P. corro• • .Tit • 

!he Secretazy uked .. to aalt 11r . 
Trapba&an to coae doom bare on the Coloe­
biu debt Mtter at lOsOO 'lledo .. dq or 
!hurlldq ot tbia wHit. 

llr. Trapbaceo rlll be n17 glad to 
coma down tor a ••Ung !hursdq 110roing 
to talk to tba Seoretal'T and to Kr. Jonea 
and Mr. Berle it the Secretazy eo daairea . 
RoweYer, ba qua a tiona the wiadOII that ba 
abould ba aaked to talk to the Colo•b1ua 
again at this t.iaa bacauaa ba r .. l. that , 
altbougll tM gap to ba bridged batwaeo the 
Cow>cll and tba Coloabiua ia ...u, 
•bather or 1>0t the Coloeb1a4a rlll 110ft 
depends upon their hope ot r eca1Y1Dg a ,... 
loaD f'roa this g<>T11tiiMDt. The quaetiOD ot 
a new lou eanDOt be detenaioed until the 
Export-Iaport Bank ia or 1e not &ivan ,... 
tunde br Congress. I told llr. Traphagen 
that I would cOIIliUDicate to the Sec ' :r hie 
view that he should not be eeked to talk to 
t r/ iolombiane at this tillle , and would tal­
e~une hia as soon ae possible the Secre­
tary' a views in tbie •tter and contirtl 
finally the .. etiDg '!1nlr~ aorniD& it 
the Sec•:r still wishes biJo to come down. 

JPC,JR. 
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I J'RON: 

*"P*"'lll 

SICU!WlT IIOilGD'llWJ 

ll!l, SOLLIT .&If 

laii.UU7 29, 1940. 

Talked w1 th laton tOI!q at a collfereDCe anaace4 b)' Mr. 
Sohwars reprdi.Dc the forei«;n letter • o, 1084 dated lu.....,. 23, 
1940. He apparent 17 baa not aeen the f irot oentenee et parasraph 
7, 1JI4ieat1n& that the Preddut wao not 111t1rel7 tat1o1'1ed vlth 
the Secretar71 1 ruliD&a 1D repzd t o obtoleoc&Dee on .,.., plant 
tac111Uea, 

Re appeared to be nrpr iaed at t hio etate•nt aDd a­
plaiDed hh not haYinc reed 1t on the «TOW>d that one of hio 
part ura llho ha4 handled the f oreip l et tar had r ectDt17 died, 
He proal.te4 t o eheclt aDd 1'1nd the oonrce of that rell&l'k 8Dil to 
eall ••· 

In a general dioC'G.IdOD reprd1zlc the wq 1n llhieh 1101t 
of the nen terYicet 1nclud1D& hlo baa been al.lle4 1n the fall, he 
i ndicated that he thought hlo information ha4 come from the beet 
oource , l!e wao Teey clo .. to Mr. !IaDet and I lllfer vu gettin& a 
lot of information from the Ser...ice Depart .. nta, He inquired at 
aome leacth ae t o the atUtl>de or the !reaeur,. on bUll to be 
introduced l D COJ>&rell ee~ a reT1tiOD or the Tlnaon-fr&llllll 
.&ct , I told hi., that eo tar ae I lalft the freaeur,. ha4 not bean 
&aked tor an opinion on thooe bUlt or t o cooperate 1n ue=LD& 
their ,..,ace aD4 I turther a4Yloed hl• that it wu rq ott-bud 
opinion that the freaeVT lfODld not be 1nhreet ed 1n neh a 
r11'hlon unlett the propooed le«itlation laTolTed a ehaD&t 1n the 
tlehnique llh.l eh ve were to a.plo7 1n adaillbtoortDc the tu pro­
Yhione of the -'ct. Ire waa part1cularl7 &DZioaa t o bow llhetblr 
u a matter or poUq we were coLD& t o uec:rute oloel..ic ~«r~~.,.ta 
with the aanltlone aet.r1 fulflllinc ordere for torelp balligerenta. 
I a4Yloed hla that on1,y tw clooinc asr11-te ha4 been executed, 
both or thtte heine v1 th our own llepart~~ent aDd t hat 1t had not 71t 
been decided whether cleoiD& acreamento would be executed to coYer 
ordero for foreip belllgerento. 

£30 
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':31 •-...v._..1'0, .-. ---TREASURY DEPARTMENT 

(JIYd 011 THI c:ot..J,AC:TOII 

-'*"MO. 10 

UNilm STATtS CUSTOMS Sf!IVIC£ 

NEW YORK, N. Y. -------....... _... . -. .... 

lloliDrable ... U -.rrt•, 
~ .. 1oaer ot au·-· ~ Depe.rtaat, 
·~.D. O. 

• 

J'or )'Oar illroaauoa I • ••loei.Jic llerwulo 

a ••o...U. ,_ ~'or J'1t~&u.l4 4&h4 tllo 

27•1l 1uu.i , riCaNI.Jic u. ouao or tile sa 7II'ftiO 

ORBJnto '*iolo olool'O( ,..,. tll1a ~ .. 1~ -. 

81u~ )'OV0 0 

~,-

B'arr7•· ~. 
Col.leetor. 
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·~ TREASURY DEPARTMENT 

UNITUl STATES CUSTOMS SVIVICE 

on-~ 0# nrc CC)I..L&CT'Oft 
DlltlliCT HO. •• 

.-u•~,_,...., 

--~·""""' .. -.., 
NEW YORK, N . Y. 

J..........y 27, liMO • 

!IEIIOIWIDtal i'OJ! 1'IIS .ASS IS UIIT CCI.U!C '!'ORa 

Attar oMold.D& the unl.tut ot the Italian SS PIErRO OBSECLO 
wbioh cleared ~- tha part Janu&r)' 26, 19.0, tor VlodiToe tol:, 
Ruuia, the tollo~ 1a • oondeued lia t or oOillOOdi tiea laden 
that ai&)lt ~ ot l.ntere.t due to pNftJ.liJ16 oonditiou a 

• 

Steel ..... & ooila 
816 pk,.. 213,297 l~ • 

.l!y:ular atael 5ri ta 
230 be&• · 23,230 l~. 

Tin plate 
6 oa. 

Gr1ndi.ly: .. ohl.nery parta « oil 
105 Olo 724,~ lblo 

Ori1!41D!s wl>eela 
207 pqo. 39, 067 'lbe. 

Gear outt11!Jj aaohl.nery 
it 01. 58,045 lbe. 

Lathaa 
ii oa . 

lletal workj,s preuea 
28 •• • '"·"5 1be. 

llaoloiDorz .. parta 
e... lt,821 lbe· 

llill!..Dc aohi.ua 
18 ••• 137,791 1~. 

neo ..... uriD& ••ta 
i .z ••• 627 1~ • 

Bloo. teot!..Dc 1utrllm0nta 
8 oa. 3, 681 lba. 

Blooo Controllere It parte 
200 ••• 170,169 1~. 

ileo. ooaY•Yor trolleY! 
21 •• • 1,6U 1be. 

!D. eo • t'\U'DAOU 
ea ... 152,868 lba . 

Ferro V......,.i\aa 
188 druao 67,~ 1~. 

Bor11!Jj • ohl.nll 
Zl Ol • 288,270 lblo 
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• »rplAM earta 
a.. . iU 1'N. 

A~&to~ ill .. 

.Uph& llet&1 laptbal-
1 ••• 10 1ba. 

.&11-tlo oe.at1.1!,5 ...,hiM 
2 ... l.Hii 1be. 

sroa.ob.!.y, ••ob'" 
2 ••· u. 1ao 1ba. 

ll&ttori .. 
it ••• 

Blue l!rintl 
i Ol e 

Boal:l 
T"''i':' 

Boar1!!6! 
l otD.. 

&eta» 
ro.:-

878 lba. 

II& lba • 

IS lba • • 

102 lba . 

Cue in (••1!1" ) 
1 • • • 16$ 1ba. 

Coup 11:!11• 
ai ••· 

Die lialdy •obiae• 
i oa . SZ.UO lbe . 

n •• • 1 .. 

5 ·-· 
u ... •ppllaM• 
1 ... ' 

~-

~~~. ... ..Ul!c ••w 
D ... li.NZ 1'ba. 

~~~. ..... to ... 
IS ••· 1ae. eoo lN • 

llleo. POrtable toola 
lao. TI71'N • 

11 ... wvahaue tnaob 
' ... iT. 200 l'N. 

lllaotro4N .. ... 
STOlba. 

111tari!yt equi~ 
I ••• ~~ lbe. 

Laborato!z apparatua 
16 ••• 1.270 1ba. 

t.at!M ... twr ~ to... ~1 •• 

•wmal• • 11.se .... 
I... z.OA lN. 

..tal world•rnr-• • part! 
i ... 1.ieo 1bl. 

Metal ebapar 
2 ... 11.880 1ba. 

Metal . ..... 41•• 
S ... ze.ua 1ba· 

Metal p1-
a ... aa.oTO 1bl• 

Regraded Uclassified



• 
llioDOPboMa 
r o•· 

• •• 
Ra41o rooi1T1114 ooto 
i ... iio u ... 

• 

lliaoollaMO"" lloroab41•• a: Paiat Ra41o r.atw "'RjJijtaa 
2 01 • MO lu. 2 ••· ibl. 

Go ... rator lito 
• ... 2.404 u ... 

!!S!!. 
l ••• l88lbe. 

llog II&Oh11111 
1£ 01• 1Ti.6«1 l'bao 

B, H. ottooto 
l oo , 1. 600 lbo • 

1Atl1'111l Cooo.bwot1on •Dd.n• 
&il ••• t£1.128 lbe. 

lorMl baptu! 
1 01• 51 lbeo 

ou tu t.ri!l& -;&'it 1 01 • z; . •. 

hrod1oalo 
6 ... t..lll lbe . 

Pbo1oo a1oro~o !!PP!Z•tua 
l Olo 2 lbeo 

'--"• toola I... 1,101 1M· 

Ra41o parte 
i 01 • 

lloller boarl!p 

'" lbo . 

'" lbe. 

16 ••• '•'eo lbeo 

So1oUt1o iu-te 
l t ••• 1 .842 lbo. 

Stool v14 roo1otoro 
1 ... 1of l'ba· 

Baa r- 161 lboo 

...... ll 
I 'ble. ' 
~ton 
I oa. 626 lbo o 

fool £1zldlrl 
io ... .~20 lboo 

!1ft~. tuM 
D i*C8• TliTlbeo 

....., ••!!ll• 
1 ... a.eoo lbeo 

234 
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, 

Tal 'IN u ... l,tOt u ... 

.. 141M ..... , •• R!!:fio 
I... lMo 

1" .. : •• 'i:t. 1 ... 

r:·­--,.,,_ ... 
" u •• 

235 

r~~~~~ 
,... e. c. nucen1•. :ru,.._r ot cuto. IUD· 
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.,....._Y..._l'Qa 

TREASURY DEPARTMENT 

_ ..................... 
--~·­....... ,. 

9!11Icm.Y riiiSarAJ: 

llollomle a..u J~&rroU, 
ec-laaica.J< ot ~. 
!'reUuJ7 Da,...-t, 
lfUIWI&taa, D. c. 

UllfTtD STAltS CUSTOMS SERVICE 

NEW YORK, N.Y. 

1 D11U7 It, 1 NO. 

I • •oloii1JI& lleNwUil a •-ru41a OOTeriJI& tile 

aerollu41ae KJ.ppe4 oa til• S8 GO.u'AQUIL, tlae S8 -.nnv~~&, 

u4 til• S8 IIAIJIOCII. 

I • aUU l!Uti.llc to &0 !latoN tile S.U.h ec-ltt .. 

Oil tile &ppl'OpriaUca tor tile aft tu .. u4 tv•Uv. tor 

the Cut~, 'IIILlek ~ •• •-now •ftJJIC• u4 11' oo 

lw1U'Ie1ato-~. 

Aa ...... 

lllaloeve: 

236 
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lH ...._y MP'Ut TOt 

TREASURY DEPARTMENT 

UHIT[I) STATU CUSTOMS SVIVICE 

NEW YORK, N. Y. 

1UWU')' 29 , 1940, 

n:u 

llr. Pudort, operat!JI& Ulla&U ot \lie Stocltar<l St~p 

Coapea;f, 17 Batt..,. Place, otateo \laat the ss GU~ ..,. 

dlaoha.raed l.D.to ~lle lluaiu SS VLADDU.R MAU.lO'VSY. at •nunnto, 

llexioo. He 4oeo not blow the llltaate 4eot111at1 .. but pre-• 

1t 11 gO!JI& t o Tlad1Yootok, Ru8a1a, 

The SS BUDIAtBIIORA arri1'e4 at • •n••ntllo , Kexico, tllia 

IIOI"Il1DC· llr. Pu4ort etat.cl that he 4oeo not know how n 

Sb1pper U both ot til!" abon oueo wao the .Aatora 'l'rad!JI& 

Corporation. 

llr. Sheppard ot the Sheppard St-.olllp C<ape.~~T, 17 BotterJ 

Plaoe otaha that the oarao of \lie ss IIARI'O(W .... 41acbarg.cl, 

.cae oa lJ.&htera aDd acae oa wt&arf a~ ••nentlto, Mexico. 

llr. Ilfthuret of \!Ia Sllepp&%'4 Ltne ataho that til.,- clo not 

know what be....-o ot the oarao attar U 1a 41ocharg.cl froa the 

Yeooal , and that til.,. han no further 1atereat 1a 1 t • 

R .. peottllllr, ~ 

df:!~:::tr 
Ilupeotor ot Cut,.., •o. ll!O. 

:!. 37 
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238 

Mft~.;, ... 
....... l'.r. Oocllr.n CONFIDENT.IAL 

Tho rate f or eter11nc ooot1..,.4 He IIP'ar4 IIOTI .. IIt to~, acco~~p&~~le4 'b7 1~>­
creued purcb&lle for acc01111t of -roial oon .. rne. .Afte r opellinc at 3.911-3/a.. 
tl>e quotation r oll etea411T to a lliW hit;b ct ~.00 l17 ald-attel'IIOon. It cloee4 at 
3·99-314· 

Sale• of epot eterlinc b7 U.. four reporUnc llanb to\ole4 •J06,ooo, froa u.. 
followiac oourcell 

BJ c~rclal collCierDa • • • ••• • •• •••••••••• • •••.•••• . .•• •• 
:B:r forli&O ll&llb (-..rop. , Sout h Jaerica ud 7ar .!u t ) . 

!otal,. 

Purc~au of epot etlrliftl: -ounte4 to 1.426,000, ae lndlcated belcv1 

!y commerc1&1 concerna •••••••• ••• • •••••••.• •••••• ••••••• 308,000 
~ fore1111 bank• (hrope aDd South .Merica) •• ,, ..... 

Total .. 

Al thouch the epot rate f or a terlinc i iiJ)r OTid, the marlcat n14ent1Jr f11h that 
t.he better rate will net be ..,.taiMd, ae f orver4 ratu v1dane4. Sterlinc f or 0111 

.. nth wat quoted at 111 dieoount, &114 for three aontha, ly diaoount, ae COIIJ)&rld to 
ll/l6f. and J-3/SI , rllpiCtiTI!T, Oil 7r1~, 

!he f ollowinc reportillc llallD ecld cotton llil.la total inc ~ ,000 to tha :Bri thh 
C..ntrol 011 tha baeil of tha cttlclal rate of 4,~1/21 

000 bJ the Iatinna1 01 t7 Bult 
.--..~:::: 117 the Bult ot ICallha t t&ll 

!otal 

nte quotation for tha ha~, after opallinc at , 1692 , iiiJ)rcTid to .1699, a h1cll 
for the current ao•••nt . !!Ia c1oa1nc CfllOt&tion vao .1697· Laat !!mr~'e report 
otated that the h ;pro•e4 rata f or the llalp v a e attrillotM to the co••r1nc of abort 
poa! tiont lt.od tha ratur11 of capital to llllciu, illduoed 'b7 the lcv•r1DC of U.. 
Selg!r.n di tcount rata. !he bcreaMd 4111&114 for belpo rewlte4 i n tha :Belciu Jaalt 
acquir ing lioll•• ... vh1oh u OOIITirtM into cold. 111 a441 t1011 to a .all _, ct 
~ld vbi~ va ao1d to Jeleiu 011 Sa\llr4a7. u a441t1oul $110,000..., ec14 b7 u to 
~t bMk to4a¥. !be 111u vaa e-n-4 a t the 7ederal Raeer?e llaDit of lev Ton 
for account or the lational Bult ct Jelciua. 
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In contraot to tho f l.naneso in the ntoo for a tarliJIIt o.Dd !'ranch franca, tho 
,useo.lllt tor tho Canadian dollar wi dened. to cloea at 12-1/~~ toclq. I.: the put 
!ff" :oocth• , tt. ul\l41 t endency ba~ b een for ~Canadian d.oller t o moTe in •71'1P"thT 
w1 th the ece rlin& ra te. 

~·other i~~o rte~t currencies cloaed ea tollowa: 

?rench france 
Guildera 
Swias frenco 

\le purcbued $15.000,000 in gold from the earmarked account of the !lank of 

?rc:nce. 

Tbe Federal 3aaerve 3BDk of n...- York reported t ho following ohlp.,.nta of 

~ld: 

;1, 720 ,000 fro:a C&DA<b , ohi.!'J)8d b;r tt. Ban!< of C&Dilda, Ottowa , to the J edorAl lluerYO 
!lank of liew Torlc, for ao.le to the U. s. Aaa1.7 Office . 

!,464,000 fro: lcdi~ , repreuntill& throe ahl.pmentt t o the Chaae lletional 3anlc, 
San Zr• nc1eco, for aale to the U. S. Mint ~ere. 

236,000 from Canad£ , &!lipped by tho Ro;ral Bank of Canede, !f.,ntreal, to ito !low 
~~~~York ~ene:r. for ~ale to the U. s. Aoa1,7 Office . 
$3 ,42<: ,000 Total 

Tbe Sta te Department forwarded to ua a cable atatl.ng t hat the followinc &old. 
thlp,.nte would be made by the BBDk of Sweden, St ockholm, to the FederAl lleaervo 
Sank o! !rew Yor&: 

$5,229 ,000 for account of 
1,665,000 for account of 

ul , OOO for account of 
!S7, 5,000 Total 

the Bank of Sweden 
tho Bank of J'inlacd 
tho l!ationa.l :!lank of Denmark 

':oe dhpoa1tlon of th .. e ahipnento h unlal0V1> o.t t~.e p:Noent tuo. 

'!Ita tow Yor lr: '1:1108& of todaT'a cl&te carriad. an ito• f ro• London otetin& that 
:, ne intoraoto of the ~~a t1on, all now a ralatin to the l!tove.,.nt of cold for tho 
!rl tioh lleeo.u> t. ei tho r dir ect or indirect, haa been auppreaaed. l'he report 
:.ontloud further that it , occe.aiona.ll;r, direc t ohip:anh to the United Statu 
were made Jcoown. 1 t could be safel y aawum•d that auch yere tor private a.ecounta 
.. ~ ropreaented trano!ers of ;:old he ld b;r f oreign 1ctoreat e and acquired bef ore 
tte var . Thera are no reatrictiono on ouch obip.,.nto ezcept that they are made 
u.•d•r liconeo, 

Tho U. S. equiva lent of tho Bomba7 ailver p ric e, cfter falling about 5/ 8 cante 
on Soturdl'J, moved off a further 7/8 cantt t oda;r to }9. 46¢. !hio decline, which 
"•• •eeoepanied b)· heavy calli:~g o! a1lvar, eppaare t o have ra oul ted lar&el:V from 
t~e "-MouneeiDOnt b:r tho Indian goYarnment of an exce u prof1 to tax. Accordin& to 
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a aaut.era ~11pat.ch !Tea !lev Delhi, wh ich appaared on Sa~'• Dow Jonu uclalr, 
uo - u euo p rcf1to tax hill calh for hrpoolt1on of " tu of 5~ on exc.u 
pro!1h over vbat are teroed •atamard p rof1to1 llllde ill~ ae=t l.llc period 
after .April l , 1939. .Aceon1.1n,!: to \he l!eutera article, the Bollhe7 atoelt axe~ 
rtaete4 1n e rely to the announeellllnt of the hill and l!ll other Bomb&J marlatta, 
lnclu~lnt a1lver, were affected. We hnve learned from the Ch& .. Bani< that tazo a 
on a!lvor protlto In India would POunt to as hi&b a a 5~ of the groaa prcflta . 
If eueh il tho ca ee , the eilver t r anaactiona in India would be t axed a total of 
1o~ . oa4o up of the 5o.' U. S. tax and t he 5~ l nd1o.n tax and , therefore , would 
Involve a not loa• to the Cbaae Bank, In the o1rcumatancea, the taxea involved 
ahoJJ.d roa~lt In Anriean banka vi thdrawinc f rom oilver opera tiona in Bomba;r. 

In a vor; thin lll&l'ltet, the London fixinc pr1cea for apo t and forward ailnr 
tach decHced l/Sd t o 21-13/164 and 21-3/ll4 ru pec tlnl)'. '!he U, S, oquivalo11ta 
VITI 39 ,1111 ard J l!o 78#• 

Ea:ld.f and liarma11 1 1 and the 'l'reaeur)' 11 price a f or ford~;~~ aih·er were UDCbance4 
at JI!-J/111 all4 35f reapeetivel)'. 

lie ::;atla ou ;urclulaea of aUve r totaling 775,000 oUJleot under the Sllnr PurohaN 
.let . Of thh aocoUJlt , 350,000 ouncea repreae11ted a aale !roll inve llt Ol')' b)' one of t ba 
ro!!o\og coCI)}IJiiOS and t he recaining 425 ,000 ouneea eonehted of new :f>roduct1oll from 
foreign countr!ea, tor f orward delivel')', 
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bu\ ""'' 1\ wUl clfteo'ne the -'hoot. to be IIMd. 1 --' 
cMe1 - be ~ wru eft hU no\ liMn c1cne 1n the Mll1ac o1 r nsl 
_\NOW, 8Dd :1.11 t1>e tvt~~u -uauao o1 a.u a ' ~~~iPSA~, 
but 11111a• • 5 \ D1Y1U. bu tbe wllole p 'le beto• 
1t, 111\l.M& u knoa wlla\ &1l tbe ~-- .... dD1n& ill 
the~ AelA, : t 1e .,_~ .. w ....U .._. illpaos '• 
.,. pa ''an~ n.unuallmit '11111 noeJ.w ....,.n. tr. &U ba ..... 
ol the a...-t w1t.h ~-to tb&ir _..to-4si.Y paa ' _. ... 
U!Nl&\e ~ .....un. to a '!tiN• ,_--.. 1; IIU, U 
w111 11e p»alala \o .-. Pl'ia -put-. 8Dd • _.,. w ...,. .. 
\o de\81111ne ~ pu.robU1.na ut.hode .,. beet be ~- \e 
part1011lar a «ua.u. ,_ t.hNe u 1e "' IMd ""'' t~ 
- eoUM\1..,. 8Dd l..i+Joa ow om be -s. 1n !IIJNm rm puo­
ohu1At1 --. ~ tbe prioe ~ wbtab oOri.,..aJ.T 
wUl 0. t- --·U"e\1na b requ.ire:cte ol &11 ....,.._ 
MOte \o \be IN&*' PIU\ia.bl.s .... 

Tbe ...- o1""' ~ ae 1n en\ift a.OC'd w1"' the -
t.&bU--.t ot We -..ah nsded taoU!ty t or \1141 Pro.,...,_. 
D1'f'1e1ao, bu\ DIUFJ?ry tWide nn eUII1n&tec1 by tb; floG•• n 

1e "'• op1Aic ot t.be Dep&rtiunt \ bat th4l propoMCl l\et1.U.el 
unl.t will \AltlM\elJr prodlule IICilq N'l'lnp sz-tl.T • rUne tile 
1Nl.at1~ e&l.l ...Ut.ion&l. ~nd1tUIN itrftmd1 and 1t ~ 
ur,.a \be ~t.iAID ot tile eo1111t ,., : ~elided 1n tb• ~ 
forW•~· 

It \be OWred.t.Me clM1 ... eDT &dcllt.~c.'lal L"\!Ol'D&t.ion 1a 
oanDMt.iCIIl w1\b \be 1 ua ..,t.icna bllftln, or 11 to bolA a ~ 
1IIC - u.. bill, J ...u be slad \o tumilh .. eft 1111-\1- .. 
~be ftiiUind _. \o haft \be prapw otttolala ot \ba <kiua ' 

~- .... a.\. 

(llped) & a ;uath• n ,lr 

SeoiNkl7 ot \IMe n ••17 

Ron~ carw cnu., 
Cbal._, c-1.\W. .. .Appl'cpr1&t1_, 

lbi\ed s-.. a-te • 

l11e to llr. ,._ 4 ..... 
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Excerpts rrom Y\mnantu 
Poiltlcai Rerort tor 

November 939 

(- "L 1- <lo 

v. COMMERCIAL, ECONOMIC AND FINANCIAL ACTIVITIES. 

* •••• 

B. Transportation & Communications, 

• • * • • 

2. Highways. 

The Burma highway, which surrered serious damage 
toward the close or the rainy season, has been repaired 

and now is in intensive use. According t o reports, the 

short section !rom Yunnantu to Anning (33. 5 kilometers) , 

r eput edly the worst section on t he whole route, is to 

be widened and entirely rebuilt during the present dry 

season, At the same tilne the section !rom Lungling t o 
the border at Wanting is to be im,proved. 

The Yunnantu-Luchow road, complete except tor a 

taw small bridges , is not yet open to service. Some or 

the trucks which were to be operated over this highway 

have been held in Indochina by the •apanese invasion or 

Kwangsi . It is reported that the road will be reserved 

tor the exclus ive use or the militar y. The Szechwan 

authorities, however, are said to be operating vehicles 

tor short distances already on the northern end or the 

route. 

A highway !rom Yunnantu to Lsoksy, paralleling the 

French railway, i s under consideration. 

At t he end or the month, a plan to consolidate all 

transportation agencies in southwest China was made 
public. This plan oalla t or the setting up or a «Chine 

Transportat i on company« authorized to engage in all 

torms or transporta t i on activities by land, water or 
sir. It is understood that this blanket authorization 

1a t o be interpreted merely as a charter detining the 
limits or i ts activities, and not as a pr ogram tor 

work. It is believed, however , t hat t he projected coa­

pany will take over all torms ot motor transport. 

• • • • • 
E. l"oreisn Trade. 

November was the tirst month or foreign trade con­

trol by the Yunnan branch ot the Nat ional l"oreign Trade 

Commissi on set up under the agreement between the Pro­

vincial and National Governments. The YUnnan committee 

i s nominally beaded by Kr. y, T. Miao , manager ot the 

provincial l"Utien Bank, the National Government's 

principal r epresentative being T. T. Quo, brother ot 
Quo Tsi-chi, Chinese Ambassador to Great Britain. 

There 
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'l'Ure .. re no ezpon lllli~nu rr- 'l'iuuwltu b7 
tbo Joreign 'l'rado C~a8101l, 4ue to the 4hrupt101l of 
tran.portation faoilitiea. Durins BOY.aber total ex­
port ebipaenta b:r tho cc-iulon' a !Wme.ntu offioe 
amounted to 1,801.8 •trio tone •• oo.pared with 790.1 
Mtrlo tou in Septoaber, the lut preTioue 110nth 1Jl 
wbioh ahip•nte wre -do . Tho iteae were: tUil8 oil 
(1,7&&!998.& kg.), brietlel (1&,18& kg.) and pis•' 
1nteat nos (19,6&3 kg.). 

The 1Jlyaaion of KW&Dgei probably will oauao 1A­
oreaao4 quantities of export sooda to paea throUSh 
TUDilanfU fraa the interior. 

0 
.,. 
r. 
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DOMINICAN ~EPUBLJC 

AND 

DOMINICAN REPUBLIC SEITLEMENT 
ASSOCIATION, Inc. 

1\grrrmrnt 
Dated Ja11uary 90, 1940 
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ACR.UMENT ente red into Ibis thirtieth dO)' of Jnnu· 
u1·~·, nineteen hundred and forty, bctwccu the Douliuicnn 
llevuhlic (hcncofol'lh •·cfen·cd to us the "lh:~•vnt.tc") nnd 
rln• Dolnini('HU Hepublic Scttleulcul A~sociutiun, Inc., ~t 
.. urt•HI'UiiiJn tluly urgnuizctl HIH.l existiug umhJI' lhc law~ 
.. r t ill' ~tulc of ~C\\' Yol·k, United Stull'S or Aruel'iea, 
~ llt•lll•t;•rurth rcrcrred to as the " AssoctATJOX .. ) . 

\l'miiR.\• in 1938 Ui• Exccllcuc~· F'rnnklin Delano 
l:t)lt .. ,.,·..Jt, Pr<'~">ideut of the ruitcd States or Aaucri("H, 
imih .. l tlairty·IWO go,·eruuu:mb~ to <'On~uh with the 
tim·\·IIIIIK'Ut or tltc l·nitOO States or Alllerira t\1 1::\'iau, 
t'nuu_, .• n:ga•·t.liug nid to refugees; uud 

\\' 1••-u•t ' A t fw ... c Ool"crnntents ronst ituf('() thelnRch·c.s 
Jl .. 1111' intt.••·,.::-o,·t.'I'IIIIICllhtl Conunittee; and 

\I' '"·"'-·'" II is l<:xcelletwy RH fa~l I A.'Ott idu• Tt·u.ii flu 
\luliuu ~~~ i'r(.•!o.idcnt nnd iu the name or the l)omiuienu 
lh·Jiuhli<· ~l'll l' I'Cill l'( ly iut"ormed the iutergo"~•·•nucutnl 
l 'ullllllitlt•t• nl i t s first IIIC('tillg Of the c.Jj~pmti tiOH or lht• 
Uutuiuii.;IUl Hepuhli<: g radually to a·ecch·~: setlh.'t'8 up to 
ll" l.l)IIU within ih; tC!rrlto•-r; and 

\\'1uur .. , l'l tlu.' lutel'gon~rnmcnta l Couuuiucc UUll ah~..• 
t '•"•rdiuntiu;.: 1-...,oundutiou ot' which the I lou. Pnul Vuu 
z,,.,.Jnml i .. 1-:s('Cuth·c P1·esident hnvc shown n t.lel'lir~ to 
... ·ail llll'tn•ch·cs or lbe opporlunity so offered by lfi, 
~:'"'"''""~· l~nfttcl Leonida• Trujillo Yoliuu on IJ\!half 
ur hi .. (i('l \'('rruucnt: and 

\\'tu:"""' 1hc ltepublie and tbc Associution nrc ('(]Uttlly 
•h• .. iruu~ to help and stimulate J ewish und uon..J<•wiilill 
•<'lllN·• 10 establish lhemselves within the lct·rilory of 
llw llotninicnn Republic lllld to make UJcmsch·cs citiwns 
llwt·eor: nnd 

. . 
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Wuu&As the Association is deairoua to avail ilael! or 
the good .. •ill or the Republic for these purposes; and 

W u~m&.<s this agreement has !or its object the realiu. 
tion of snid purposes; and 

Wuaii.IOA.8 this agreement bas been entered into in 
accordance with the Constitution, laws, deereea and other 
legal acta of the Republic and in their fulfillment, and 
consequently is invested with all legal power nooessary 
or appropriate for its validity and eomplinnee tl1orewitb; 

Tnea&roiUJ the Republic, represented by Messrs. 
lfnyor Ocncrnl Jose Oarelo, Sooretnry of State for the 
Interior and Police, 11nd RaUl Carbuccia, Sooretan· of 
State for Agrienltnre, Industry and Lftbor, who have been 
duly authorized by the President of the Dominican 
Republie to exeeute this ogroement in eonfonnity with 
the laws of the Republic; nnd t he .Association, repro· 
sentcd by James N. Roacnbc1·g, President, and Joacph 
A. Rosen, Vice-President thereof, who have been duly 
authorized by a ...,solution of the Association to execute 
and delh·cr this agreement in its behslf; he reb~· oo'=•n 
AXD AOR£.1: AS POU..OW8: 

ARTICLE 1 

R1ouT8 or Srrn.£1111 

The Republic, iu conformity with its Constitution 
and laws, hereby gu>~runtecs to the settlers nnd their 
dcsecndnnts full opportunity to continue their lives aud 
occupations free from molestation, d iserimiuation or 
persooution, with full freedom of re.ligion nnd religious 
ceremonials, with equality of opportunities and of ch·il, 
legs I and economic rights, as well as all other rights 
inherent to human beinge. 

) t 
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ARTICLE 11 
SELBOTION AI<D Al>.MJJIIIION or Slf1'TI.&B8 

(n} e Re ublic shall receive and gi1>e every poa-
sible opportwuty an e p o e non eWI 
aetliera '" n~de~ tli le•ve ~D?•r pdBCDC F§Uencea; tu 
enter and res1de ID the DoDllDlean Republic and fot nake 
their livelihood, establish th.eir permanent homes snd 
noquire citiwnsbip iJ1 the Dominican Republic in accord· 
tlllCC with its Constitution and lows. Settlements shall 
progress gradually in the course or the number or years 
which may be desirable or necessary in order that the 
aettlers may be plaoed in position to eatablisb therueetv .. 
88 citizens or tl1e Republic and to reimburse the A880-
ciatiou for its expenditures on their behal!. It is under­
stood that the Republic shall not be responsible citl•cr 
to the Association or any otber institution whatsoever 
for any of the financial obligations of the settlers to the 
Auoeiation or for payment to the Association of any 
disbursements in which it may incur. 

(b) The Association shall have the right to select 
1 he settlers who will be chosen in occordance with their 
fltno~s and tccl1nicnl ability for ngriculture, industry, 
manufacture and trades. The Association will from lime 
to time submit to the Republic through the secretary 
of State for the Interior and P ol.ioe the names of settlers 
thua chosen with atatcn1ents aa to their place of ori11in, 
abilities, e:rperienee and whatever other data may serve 
for their identiJlcation and evaluation of their specia l 
qualifies tions. The Association assumes full responai· 
bility for the oorreetness of thie information. The 
Republic will within the most reasonably brief time, 
examine the information thus submitted and will 
promptly decide on ita admission. Aa soon as th.is shall 
lnko place, the Department or Foreign Relations of tl1e 
Domiuica n Republic shall instruct Dominican consulnr 
officers to provide said eettlers with the proper docu­
mentation for their trip and admiuion to the Republir, 
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including ,-il!lls nod other fonnnlities whieb may Alll!ist 
them to \ruvel rrom their place of residence to u •• 
Dondnicnn Republic, nnd sn id consular officers shall issut 
these documents to the settlers free ot all oosts, fees, 
taxes and any other chnrgcs. A ll settlers whose n<~nis­
siou shall luwe thus been &pJ>roved shall be frecl• 
ndntitlcd into the Dominican Republic upon tl1eir hrriv,;l at the Dominican port of entry. 

(c) There sbaU be admitted to the Republic as tbt 
first contingent in one group or scpnrnt c groups •Pt>roxi­
matcl~· JOO families or Jewish or non-Jewish settle.-.. 
Tbcr~> shall ftdditionnlly nnd gn1dunll~· later be ndmitted 
np to the lltunbc r of 100,000 self lcrs in nccordnncc with 
d<>eisioll which in this rcsi>('Ct shnll 00 made joint!,- lw 
the Republic nnd the AssO<·intion. All settlers ndmitt.;l 
to tlw Hcpuhlic pursunnl to ti•is ngrecment shall bn,·e 
1111 ri)lhts "ranted nnd gunrnnt('('(l by this agreement. 

(d) The Associution mny fuf'lhermore r~eommen•l 
lo the Republic the free nthnission in th~ mann•r pre\'i­
ousl~· •titmlntro or nil tho•c who ma~· be s~inlizcd in their professions, tt'IHles or occnpntions, C'XpC'rtR, nrtis.nn~ 
nnd other persons neceptnble to the Republic. 

(C) lnf111ll• of settlers born in transit shnll ha\'C free 
l'ighl of cull·~· anti nil benefits or lbis agreement. 

A RTI('LE 111 

TAXES 
H i• spcti ficnlly ngrc~<l that tho Executive Power of 

the BctmbUc shall initinte a law to modify the Immi· 
~trntiou l"'w now in force in order lo exempt from 811 
t·ntt·~· b1xes, or simi lar tnxcs, present or future, the 
•ruler• eowred b~· tltis ngrecmcnt, who shall not ~ 
subject to nn~· cuh·~· chnr~rcs eslublishcd by 1l1l)' subdi­
,·i•iou of the Hepublic. J,ikc,rise, tbe Executive Powtr 
•hall initinte 11 law bv means of whieb tltcre shall not be 
•·cquirctl of the ]Jet·~on• who muv come us scttlers to 
Dominicno h•rritorr, tbe d~posits 'now required of uavi· 
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).'lltion !-'Ontpunie8 for the transportation of inunigrnnts to the Dominicnu Republic, nor any other deposit or 
whate,·er nature, and so U1at lbese scttlera may be per. 
111itwd to bring with them, upon entering Dominicnn 
l<·rritor~·, free of duty nnd not for l!llle but for their o\\'n peN!onal use in lbeir agricultural enterprises nnd 
olhN'" iueidcnhtllhereto, sueb fm·o itui'Q1 personal eiTect•, 
tool•, equipment, materials and oilier instruments which 
tho\' JJJO\' need in order to establish thcmseh•es with <'CO;tomi~ solveuey. It is 11ndorstood that the present 
•1crecment shall become effective only after tbe Con1<r~ss 
of the Republic shall have enacted, in accordance with 
tho ('onstilutiou, the lowe protJosed in the present utcr••· mtnt, and likewiso any otl1er lnws which muy be ue<•es· 
•n•·y to gh·c thi8 agreement fu ll legal foi'CC nnrl \'lllidity. 

A.RTJCLE IV 
RwuTS A.."'o OsuoAnoxs ov TD..& AssoclAnm: 

(•) It •hall be the duty of !he Association to Ink• 
<'lire of nml promote the economic life or the immi""'"t" ..·ho enter the territory of the Republic for their ••ntcr­
IH'i~cs; 

(b) The Associntio11should maintain in the Domiuicnto Bt•publie 11n office or offices, and its represcntnth·cs, 
cxr>crts, nnd other officials and emplo~·ces shnll <•11joy 
full rights in order to carry out their mission within the 
territory of the Dominican Republic in nceordanc(• witl1 
this ngreement and lbe C'onslilution nnd national law;; of the Republic. Officers ond emplo~·eca of the Associn­
tion shall receive from the R epublic suitnbl~ documents 
onabling them freely and effective!~· to perfonn tlt~ir 
duties, including travel within, to and from th~ Repuhlir, 
ami sl•all enjoy the cooperation of tit~ Repuhlic 1.111d it> 
offieials in the execution or t!Jeir duties. 

(c) The AfSQ(tiRtion slloll not be ~uhicet to n w pny. numt or""anv tax on propert~•, or other duties or eontrilm· 
iions on the trant111cflons or any other actA incidental 
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thereto which refer ezclusivoly to the futilllment of the essential purpose of transporting and establishing within tho territory of the Republic the eettlers referred to in this agreement., or to the carrying out of projects ol general interest in tl1e establishment of said eettlers, pro­vided they do not imply competition witl1 other similar activities open to private initiative; 
(d) Tho Association shall pay and supply or cause to be aupplied aU funds necessary to cover transports. tion expenses of settlers, their disembarkation and their nceda in the Republic, until such time as they may become self-supporting; 
(e) The Association shall have tho right to buy, lease, receive by donation, concession or exchange, alienate, and in general to ucquire, possess or enjoy real or per. t!Onal property, to burden, mortgage, lease, sell, sub­lease, or otherwise dispose of, and in general to cedt any of these rigbts to settlers or groups of settlers; to loan monies to them, sell them properties or in any fonn deal witb the settlers as tl1e Association mny doem neces­t!Ary or convenient; to make regulations as to the mod• of economic acth'ities and conditions of granting loans, etc. etc., to settlers; and in general, shall have full rights to doni with the setUers and with other@, as it rosy see fit, in accordance -..•itb Dominican law; 

(f) The Associstion shall have the right to equip and maintain or otherwise dispose of places for the recep­tion, training and education of the settlers; to construe! for them sdequnte dormitories, school buildings, houses of worship, dwellings, experimental agricultural fields nnd in general supervise and promote the pbysiea~ oocial, economic and spiritual wellbeing of tbe settlers, as well OR to organize, foster tmd assist purehaaing, selling, credit, production, nnd consumption cooperatives and other types of cooperative~ among the settlers. (g) The President or Vice-President of the Asso· ciation or their designees, when carrying oot any projed of the Associntion in respect of which tho laws of the 
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Republic may require nction or intervention by the Oov­enunent, .Wall get in touch previoualy with the depart· ment or official entrusted with taking cognizance of such taee; 
(b) Nothing said or stipulated in tl1is contract shall he construed as meaning that the shareholders, ollicers, diroctora or employees or the Association are or will he .ubjeet to any personal or indh,idual responsibility by 

1·enson of this contract or for the acts, deeds or omi• sions of the Association or of the settlers; (i) It is understood that under the terms of thie agree· ment the settlers arc not to be considered in any way ns employees of tbe Association but merely as bene­ficinries of its activities. 
(j) The Association shnll bsve the right to tsko such steps nnd to petition the Elxecutivc Power of th~ Dominican Republic u may be necesMry in the personnl or eolltoctive interest of the scttleu until such time •• lhfy may bave aCC'I oired Dominiean citizenship; (k) Jl is understood that the rights wbieh aettlerA nnd the Association mny acquire pursuant to this agree­ment or any aeb thereunder shall not be abrogated by suhSil<JuCnt legislation, as the principle of non-retroae· th·ity of laws established by ArticJc 42 of the Constilu· lion of the Republic does not permit it; (I) The Association shell have the right to cngngr· in nny lnwful nctivltie1 which it mny deem necessAry or eon,·enient to carry out this ngre~ment. 

ARTfCL£ V 
CoOI'ERA'MON or Tur. Rr.PUllLIO 

(n) The Republic shall bv nil the menus in its wcr except when of a monet.ary na ore, ACll a e l e o I of the Association for the selection, construction and maintenance of adequate lh•ing quarters end other boi~d· ings which will so far as fcnsible be built with matertal 
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exieting within Dominican territory, and shall cooperate with the Aaaociation insofar &ll feaeible for U•e proper employment of settlers in ngricultural enterprises, e00• slruction of highways and other similar aeti,•ities. The Republic, lil<ewiec, shall take appropriate measure1 through the departmenl8 of ita administration to help ill the selection of suitable lands for agricultural pur~1 and for the aoquiaition of aaid Ianda by the Aseociation, and shall givo ita best asaietance to the Al!8ociation for the purpose of giving or obtaining desirable option• to tho AssociaUon for ngrieultural Ianda which may be deemed adequate and neeesl!ftry for future large settle­ment; 
(b) The Republie, in order to make tl>is agreement effective and to insure the ooqweition by the Aesoeiation or settlers of swtable Ianda, buildings, water rights and other inherent rights, shall authorize and direct ita appropriate departments to lake such official measures as mav from time to time be necessary or advisable ill order to obtain and grant sound and valid titles, as well as the right to UBe said proper ties and to grant the A•..,. ciation and the settlers such rights, titles and benefits. (c) The Republic hereb..- zyarant.ees that aU right• which may from this dale be extended by the Republit to any other association, groups or agencies engaged in similar activities. \\ill nutomatieaily tHereupon accrue to and operate for the benefit Ot'11ie Association nnd all settlere hereunder. 

ARTICLE VI 
VAuDJTY AND E.1r.cunos or Tnrs Aouza.t&NT 

The present Agreement siUIIInot bind tbe coniTortinll' parties until the following conditiQns have been fulftll•d: 
l. That this Agreement has been ratiJled by espresl resolution of the Board of Directors of the A88ociation: 

} 

!I 

2. That the Congress or the Republic, within the free exercise of ill! constitutional rig.bts, shall have enacled 
8 Law whereby persona who may come for the purpose or establishing themselves in the country under tl>e pro­tection of a colonization agreement are exempt from dis­criminatory taxation; llnd likewise a law whereby per· 

11008 who may come ae settlers to Dominican territory slwll not be obliged to make the deposits at present required of na,•igation companies for the tra118portation of iuuuigrnnte to the Dominican Republie, nor any other deposit whatsoever, ~d so that these ~tilers m~~ be permitted to bring Wlth them, upon enwrmg Dom>rucan territory, free of duty and not for sale bnt for their own personal use in their agricultural enterpriacl and others incidental thereto, s uch furniture, personal effects, tools, t'Quipmeut, materials and other instrun>enl4 which they "'"" need in order to establish themselves with economic sol~enc,,. and furthe rmore, a law whereby associations orgnni;ed for the estnblishmcnt of colonies in the Dominican Republic shall be exempt from taxes on prop­ert,y or other duties or contributions on the transactions or ., .. ,. other Rets incidental tl•ereto ,.·hich refer excln· •h·clr. to the fulfillment of tJ1e csscnlin l purpose of Mid nssoclations of transporting and eatablishit>g settlers in the Republic; ond that said lin••• shall have been duly promulgated and published; 
3. Thnt the prcl!ent Agreement has been npproved by the C'ongress of the Dominican Republic. 
The present Agreement will come into full foroo ond effect as soon as t beae conditions lurve been fullillcd. whereupon the Asaocinlion, ,.;tbout further fonnaliti~s on the pal't of tbc Republic, will proeeed to engage '" the 11ctivities mentioned in tbe present Agreement. 
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Done tnd signed in four originals, in Ciodad 'l'rQjiiJo, 
Dietrioat of San~ Domingo, Dominican Republic, thia 
thirtieth day of January, nineteen hundred and forty. 

J od GA.RCIA, 
5«-~tary of State for the 

Interior and Polic~ 

RAUl. CARBUOCIA, 
Secretary oi State (or Agriculture, 

Industry and labor 

JAM£8 N. RosaNBJ<ItO, 
p,.,id<n~ !he Dominican Rrpubli< 

S.nitmeno A-a.dool. Inc. 

J06flvu A. RosiN, 
Vlc:e-Prctident, the Domtnic111 

Rq)ul)!lc Stttkmmt AHO­
cl.don. Inc. 

WtTNI<88£8: 

For the Chairman 
RT. HoY. EaL Wu;ruroN 

For the Director 
Sra HIUlBUT E>IElll!Ol< 

By ST&PW.YUS V. c. MORlU8 
Secretary Intergovernmental Committee 

Fo• Tft.& E1110unv& Cow><:tnu 
CoolU>t:NATtl<O FouNDATION 

By: HAROLO F. L l ln>XR 

Member of Executive Committee. 

I hereby certify that this is a true and exACt Iran•· 
lation of the official Spanish text of the Agreement today 
entered into by the Dominican Republic and the Domin· 
iean Republie Settlement Association, lne., and tlaat I 
bave been authorized by the Hon. Vice-Pre1ident of the 
Dominican Goverruuent to make this translation and fur­
ni8b litis certificate. 

Seen: FIUW Q. RtCKARI>A. 

:M. ue J. TRONcoso n& '-' CoNonA, 
VillC·Prcsidcnt of tbe Dominican Republic. 

(81!AL) 

• 

Regraded Uclassified



Mill'S'!!!! 

J-.:q JO, 19110, 
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'ft'*l MI. stJLI.tT.D 

11112 a.a. lftmrwen IUl t<aat phou4 hoe V\ica 

to "POri ~\ the J..q. ba4 aipecl orier tnaderrl.ac the 

4t~oo1ah4 Ou aD4 lleo\ric caee t o the lou\bent. Ph,ric' ot 

lew Toft:, 
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Jato- h _.. '- .., lo\M? et hll~ ZC, 19},, -teat .. 
• tore et 1o\M? *l• I an,..... ... •lllell J n\lle'l't ... •• ..._._. 
,..., •• tl-1 .... , of \lie OlltW s wwo, -. .nw -. \lie hu et 
ta..U, 0\\awa, Oa\10?1o, Ca .... , H_.\1 .. \lie .,.,..... .. et -17-
•1 ... ~laa ollnr, u4 obo M.., 1a\\on of llq 1), 19)6, leu ,.,. 

~ . 1936, ..,. .I.-J"7 26. 19,. ta '"'" -u ... 

J\ to.., _.n•W.U• \lie\ u. Jlaalr .rea... IIIlo a4ft ... ,_ 
Ula\ u wlallao M ...-, tn \lie -\Ill et Pali""'J7, 1,-o, \lila _.,.. 

... , p,...i ... fu liT J'OIV le\Mn '- t\, IIIah h '- _.Yiaa ,_ \lie\ 

roo'"" aa\llla'l't ... u4 M ... oW, •• ft-1 .... , et \loa OI&SW 1\IOMo, 
\0 ,. ....... OY'NR·O-a\ fOJ' \1» 80a\la Of l1011fta17, 19110, oll 100 t\10\at 

la 7"'\U' 10\\01' \o .,.. - of o ... aa '"""" .......... 100 --- liT 
l oUOH of 11117 1), 19)6, ..... ,. ~' 19)6, u4 Jo~ 26, l'))C, .,_ 
oap\ _ , 41U'l-c ,., .... ,.,., 19110, ,.. ~ ,.,..... .. _1,.. ... c..Mt•• 
eUnr nte -ru• -. u. pi'04•Uoa u• ..-. oa \loa 1lo.J'1I •o 
prod"cod 1a C..U 4v111C .1._17, 7oli'NAI7o OJ' ..,._, 19110, aa4 1010 

""a&n .. u. ... ,.. .r c:.a.aa, u4 ""oaJ'I')' .. , avs.. ~-\Ill """ 
\ru .. otloao ooa\oiiJ)leW 117 \be to\un .r rollra&l7 2t, 1936, llq 13, 
19}6, loftal>er ~ . 19)6, u4 .1.,...17 26, 19)C, 

J\ h ....S.H\oo& \lila\ \lila -.,.. of U. Depu-\'o 1o\M? \o ,_ 

qt hM 19 , 19)11, .._1'4111( \lila ,.....,_ .. fer \lila ....,_, of U. UalW 

8\okt of ollftr, a\ llo• or alii'OM, oloall apply \o \loa aoUoa -.-
b7 JOil JIV.,..., \o \lila fo....,.tac, o.ap\ \Ia&\ \he ollYer plroloaoo4 pv­

naa\ \o tall aa\llorioa\loa .... ao\ 11o of tao 4oci'Mo ot tluMto, or 

oar17 tao -nr.. ""'""' tor •poet 4ol1Yol7" 1• tao -ra\ ot \1110 
ph • wllllro \1110 ~- h M4o or -ro 4oltft1'7 lo \o 11o \Uota. 

h&orot haarft hu of .. torlt, 
}} Lillo~ ., ... ,, 

~~~ ... 
1/10/'tto 

.. torlt, I, t, 

••17 \ftl7 ,.,..... • 

JAN 3 
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.AKDIC.ur COJIStii.An llJI!'Cl!AI. 

Aaerican lorolSR SerTico, Raaoi, Iadoohlaa, 
JUU&lT 30. l9llo 

stJBJi01: !ho Ce.o b""C lload . 

m1 HOllOlWILI 

m sECl!lt'l!Al!r or S'l!.t.TE • 

WASBIIG!rOI. 

I baYe the honor to rotor to rq deopatoh ao. 8 of October 20, 1939, md to 

oub•oqunt doopatohoo in reprd to the pooli'bllH7 o! u.o1n« the Caobaac road ao 

route o! trm~oportation into ChiD&. !he Dep&rtaoAt will rocall that the OoD­

cecn• ot opinion heo 'boon to the of!oct that that ronte will nner be o! licnl­

tlcOAt laportcco in the trm~oportatioll ocha .. , cloaplte tho o:oprooood optlaha 

o! certain Chlntoo cd othero conuctod with t""'oportatlon ln ChiD&. JJ.thoacl> 

ooao ;rattle h nov olaarlnc the Iadochlu frontier !or Plac-e m~d lloohl, thoro 

tpptau to be no oouad reaoon to alter that opinion. 

!he !ollowinc h a 'brief _..,. o! t he l .ntoraaUon auppllod b7 & o!tlcor 

ot tho Staadar<L-Taowa OU COIIp8D7, who recontl7 inopoctod tho Ce.ohel1g r<>M and 

vbo proceeded •••• diotanco 'boyoA4 the Iadoohlll& frontier. 

The road 'bot-11 llonc DaDe and C.Oballc (122 kiloaotero) h paotable in all 

... ~thor and t ho roe4 'bod 1a oxoellollt aZ14 tlra. It la, boVOYOr, nr:r nanov with 

1:80.1 •harp C'<ll'fta. It 1a a dangerou.o rca4 and, in tho obaernr1 a opinlon, thoro 

will be IIIAIIT aocldmh iuolrtnc total lou of cargo aD4 trc>Olc, oopoolall7 it 

ohlpaonto aro aa4o in uq Tol-. It 1a talrl7 oortaln that one Ya7 trattlo 4Dr­

U, ctrt&ln houra will 'be ~ted b7 tha atborltl•· !1M to.porary 'br14ce 

at Oeobang will liOt 'bo uaablo 4url nc tho hlp vat or ooaoon and tho ferry, 11hloh 
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riU bo ..ae4 at that .... oa, bat a llalte4 08n'Jiac 011pa0lt;r. !II. rot14 hoe 

Co4'bollt; to frc lbaD h (62 ltil-hro) 11 "17 11an0w Ul4 "•prou. ror u.. 

snator part the road 'bed 11 ,Ood, &I 11 the I'IU'faoe. la the paot the 1'oe4 bat 

boon clooed occao10M.l17 '117 1&114 ol.ldee. !ba .,tboriU11 roplato trattlo 10 

cb.oro 11 onl7 one w:r traTOl dvtac certala bovs. flM road troa fru J:baD h 

co the !rontlor (29 kiloMhro) 11 u old cart road 'llll!ch bu 'ben wideae4 U14 

rebuilt. It will be rtrtual.l7 lapaooa'ble 1n wt -tbar Ul4 aoot of the proeut 

b:i~o aDd culYorh will aooD co to plecea Wldor h•1'7 tratt1o 'IDll.eu oout .. t17 

repaired. Be;roD4 tllia polat, to Pl~~pa (~ ldl-hra) tba road 11 oa14 to 'be 

In fair coaditlon, Ul4 troa P1apa to llochi (325 klloaetera) tba road 11 otlll 

.,. Wlknovn qvADUt;r. fba ollurnr ooiiCluA.a that he 11 aot opUahUc rep.r41ac 

cb.11 road aa a -,jor J'O'Ilte of trauportaUon. 

no Cao'IIIJIC road (Baipboac to Cllwlclt1~~&) 11 a""-t 90 lt1l-tero loapr thAD 

the Do~~t~ Danc-l!&DD1DC road (ll&tpboac to Ohwleldac). Moat olloornra ooaa14er tll&t 

tbo percent&&~ of loll, of carco Ul4 t1'1111ka, will 'be h1&Jier oa tba Oaollaac road 

tboc on the Doac ~ rotiOl. fba;r &lao 'bel11ft that the Caollaac road will 

be enroael7 'l'lll.nor&llle to J'l'&alll 'boab1~~&, 1a now of the _.... .. e of the reputed 

Jopaneoe air ba11 at J'aan!Dg, U14 ... uctpah the co_ao .. eat of boab1DC ao oooa 

u an appreciable m.bor of truoka eppear oa the Cll1ae11 1~Uoa of the road. 

I uaderotaad that tl"'lcka l&&Yilll& ll&1pboac with trauU car co tor Ch1u IIIUt 

report tor 1Dopeot1oa to tba Ouotoaa at Doac Daag, Baoll&a, fbat XIIT Ul4 Oaollaac• 

!bio rope&ted 1aopect1oa will _.. -., delqa. fhe laot lD4ocll1aa Cult- poet 

h at fr&D lbaD h 11114 trcoit oarco will ~ oliUid for Cbia& a t tllia pot.at. eMil 

tnaalc or fleet of truob 'be1J1C aocC~~PU1e4 to the troatler b7 A:auaih &'DU'dl· !he 

CO-·Hag officer of tha Caolluc allitar;r 411trlot ll rwported to haft oald tW 

be vlU Dllt allow Oaobuc or !ra 101u :r.. to 'bee- a oeooD4 Bai}llloaa« or 11-c Dlac 

1D4 that trauu oarco will 11e held to a .....U17 t~l• t'II'•U':r. 
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AD oftlcar of tb.e ~ataUo htrol- 0a.~pUT baa HOelltJ.T .U. a trip OftZ' 

IU 1eme roell. Bla report IICJ'••• ill tb.e Mia vUh that .-iae4 Nne 'bolt 11o1 

11 10,...mat 110ra opUataUo aa to tb.e hlve of thia rode of tNUpanaUoL 

Ht 1a l ocl1ned to bel1ne that tllol roa4, vlloln 0011plahl.T .. tabllallold, will baad.le 

troa s t o 10 thouud tone aontlllT. ~ officer of tllol lr1Uah Merloaa 'fo11aooo 

CoaponT. l!.kewi .. recentl.T retUl'lle4 froa lnepecUnc thia road, opl11n t11o1t the 

route 11 defln1Ul7 an W!.certalnt7, partlcularlT 4urlJ1C tllol fortbcoalnc rai~~~r 

A recent lntereatiJIC 4nelopMIIt in con~~ectioll "Uh the Oaoba"C read 1a tb.e 

the Southweahn Trez~eportatlon 00IIJl&JI7 1a endeaTorlJIC to e:aorolaa on tiM road, 

llader tba preaent &r't'allpUnt 110 carco Ia wppcae4 to pa .. onr tha roa4 'IIDlaaa 

co• ered by a permit 1aaua4 117 tha co~. .b4 110 paralt Ia ilauad W!.laaa tiM 

carrier pna 50 per ce11t of hia carryinc capac1t7 to tllol caapaq1a carco. 

SlllOWl!. .t.t the preaent tlaa It 1a cenerall7 11al1ne4 that ll&tural o11ataolaa 

1114 Japu ... acth1Uea vUl prennt tb.e Caoba"C roa4 fro• carrying aliT creat 

"""""t of ear co. Hovenr, if t he r oad 1a reJiderecl I.Jopaaaable for actor traffic, 

a certain &eCJlllt "111 be traneporte4 b7 cart, coolie u4 pony, 

Rel}*'ttull.Y roa.ra, 

lor tha Oonaul at Saicon, 

CIWU.IS S, BDD II, 
~rican Oonral. 

Ia duplieate to tha Depa.rtaut (orict-1 117 air 11&11) 

Cop!e • t o I:Dbaa17, cllwlcicuc a114 Pdpi.Jic 
Cop!ea to Conaulatea Ge~~eral, B0J141:1<oac aa4 Sbenp1 

Copt .. t o Oonaulatea, X:W!.alJIC and Salcon 
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P.ARAPIDU.8& OP 'l'ILIIJRAII UIJIIYJD 

Fro•: Aaer1oan OoniiUl, Jtullroon 

To: seoretarr ot s tate 

Date: Jam&al')' :10, 1~, l p .a. 

No. unn-bered. STRIO'l'LY OO!IFIDENTUL 

DUring the t1ret t1tteen d1171 ot J anuarr the Yallle 

ot reexport. ot war euppl1e1 to China wae 2, 706,000 ru'Peee. 

At the pruent rate ot exohange th11 aaounte to approx11latelr 

812,000 Aaer1oan dollars. Alaoet..!!! wa1 turn1ehe4 .,& 

Ruae1a 1n tuee1, ehelle, aaoh1ne gun parte and oartr14s••· 

The balanoe wae turn1ehed br the United States an4 

CzeohoaloYakla. Kater1ale tro• the United States were 

Talued at approrlaatelr t:l, 700 and oone1eted exolui1Yelr 

ot airplane parte. 

.. 
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Air l'.ail 

AMIRICAJ: OOII:IIIlLUD tJIIE!!AI . 
.baerloaa J'oreip lemoe, Banoi , ID4ochl.u, 

J e:JJ»C7 30. l9llo • 

SUbJect : !raldporiaUon t o Cb1Aa 't'ia I Ddoehilla. 

1'ho llonora'blt 

!'he S.cr eta17 of Stab, 

Slr: 

I han the honor to rater to ItT deopat eh no, 27 ot Dee•'bar 17, 

269 

1939, r oport1ag the e011atruotlon of a r-.4 ill norther~~ I D4oeh1Aa vh.leh •1Cbt 

be uoe4 in trllJ1oporUag carco to Ylllm&ll aDd ment1on1ag pou1ble tranoportaUon 

route a 1n Yunna11 eonnectiag vi t h tho r-.4 ill ID4oeh1u. In tq cl .. patohee 

noa. 41 allcl 1!5 of JtmU&rT 12 allcl 18, 19llo, refne110e vat made t o the 't'iewa 

of Kr. M. I, Sheehan, an .baarlean ~~:otor ira.tflo •:~~Pert , vho r~e the .. 

'POU1b1t tranoporiatlon routea l n Ywman aa 'belli& of &rMt tutve 

!'he dnelopment ot the Sl110...Tspaneoe eollfllct ln lwangd aZ14 itt 

Mtic1pah4 further dnelopment 1n the eemo region o.phuheo the 't'ital 

noeooo1t7 ot eota'b11th1ag, if poaai'ble, adequate trcnoportation routea 

troe Lao~ northward toll&l'de rn1111111C. !he Donc ~'lenni DC r oe4, 

e&n71ag a eu'battmttal &114 an ner 1Aer•e1ag UOWlt of i..,rtant wppliee 

t o the ChiD.ee Iatiollal OoT•!!IIent, ,.. loti on JroT•'blr 24, 1939. !he 

Cao'banc road, &I 71t car171Qt; an 1nt1pif1e&Dt .. QUilt Of II1ICh needed 

tupp1iea (poet1'bl7 100 tone a daJ), it r eputedlT 1nO*pa'ble of carr,r1Dc 
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utr••~ he'")' tntrio ad. ll certaiD to be tlae tv,., of fUture .TIIJI&UN 

bo~biac attacka. 

'!here ~ill the traaeportaUOil rout .. aorthwrt tro. L&ob7 to 

(lma~. !he one route which ll a lalow taotor 1e the llldo~Ylmua 

Ba1lvq - eetimah4 to han a pohaUal e&rr7inc capacity ot 211 t hOU&Illl 

tono liODt~ b1 the eDd. ot .April. J.t the preunt tiM the railw;r 1e 

r epeiriac the c!.aaa«•• eauae4 b1 the Japaneae bombinca at the becinninc 

o! the year eDd. le, in the meeatillle, e&rr7iac ao ... thiac leu than 100 

270 

tono " dq. '!hat the Japan••• will again boab the railVJ17, thua curteilinc 

ito uoetulneao ao a tr.neportatioa route, 1e alJooat a torecone eoneluion. 

ote«e. '!hq are r ouha which ecabine water , caraftD, rail a4 .. tor -. 

ot traneportaUoa ad. which require extenoin a4 v ,.nt deYelopaelli before 

they can become i mportant taetora ia Ch111a1 1 trueportaUoa q at•. J. 

certain amount ot cargo can be carried by t hea• rouha, ia oruch the .... 

vq •• cargo waa carried ..q 4eca4ea ago, but the t houaazxla of tone ot 

1111ppl1ao which China needa now are r..,..t~ &II ~oaaibilUy. I.t the - -
r oporh ot illTOatipt ora ot the oil compa>Uea are to be beliend, a their 

report. are DOt colored with the cbarachriatic optiaia ot the Chin••• 
and adnaora t o the ChineN, u will be a •iter ot .. athe betore theM 

back country r oaha oaa k ch• earioq cona14-Uoa. 

Ia -.y uapatch 1111. 112 ot ~~ 12, 19il0, I .... uoned tu n ... ot 

tba 'IU'iou oU oo.palliea a a to the tldllre ot trueportaUoa to China 'lia 

IDdocbiaa, t o the ettect that the tatu.H h tar troa bri&ht &114 that 

laacooa will 1111pplaa\ Ba1pboac ill l.Jiportaaoe a a a port tor China. !lioN 
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wre t he n ... of - u:perlencecl ln pioneerl.JIC treJUponaUon 1D Cbi• 

alld t ho" are eUll the rl..,. of the oil co~••· !he co.p&Di .. will 

caint&in their OrC&DiiiiLUOlla in DOJ"therJl lildochi•, on a reduced acala, 

u a certain u ount of 'buaineu C&D atill be dou in &lid with China. 

J!ut their bullne .. will be for the moet pan ex-Cao'beJIC, ex-LaobT, at oetera, 

tbu• lMTint; the -uer of tr&Deit to China to the purcbaeer. 

!l'he Ullfortunate featnre, couiderlJIC traneportation to ChiD& rla I!ldo­

china •• a whole, h the lo .. of the DoiiC lleJic- L nnlnc road. !he J~~p&Deae 

:>ooe in ltvanpi ahould han be111 upected am .... 1'7 effort ahoul4 haft 

been eade t o defend thla important line of auppl.7. lquall7 UllforlUD&h 

h the """iiiC dioregard of the urc111t necael1t7 of defeDd11141: the 

lodoch i,..,.Twm&D Bail¥87. The rede0111i111; fe&ture 1e the ChiDeoe facult7 of 

onrcollill& aeem1ngl.7 iDeurJDountable obet&el" b7 their ow method• aDd 

at t heir own time. 

Viewed 1D t he light of effectin &114 immediate lle&Da of tr&DoponaUon 

to China, the failure of the Chinue t o COl:DeDCI tra.nuhip:nont of e&rCQ 

at l!ai:phonc t o Ilan&oon in l arge qU&llt1ti" h •oaevbat 1nc<mprohellt1bh. 

I W>lleratallll. t hat eaae hal been 11oftd but in relaU Tll.7 1De1;:nlfica.nt 

a::ounte. Perhape lt 1a 11141fterence t o the fate of IIUCh of thia carco, 

vhi eh h no batter for 11ontha of expoaure to the element. . Perbapa 1t 

h boulldleu opt1111a that the untoreuen will happen - that Jranninc will 

be r etaken, that the Japaneee will ceall bombiDC the rail¥87. It 1a poe­

•1ble , of cour11, thet there h at Ban~:oon, or there h en r oute to llaiiCoon 

from porte ot her than Baiphonc, autticient cargo to tax t he eapec1t7 ot the 

~road. 
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stliiiAIJ', ~. futve of tren.rtaUoa to Obha rla ID4och1aa h 

'firvecl v1th eo .. peu1a1•. lo lo!'C ae the lloiiC !!aJ~c--WaaniDC roa4 h 

controlled b7 the .J~~pana .. aDd. eo loiiC •• the Ill4oohi_T........, la11Wl' 

h 'l\llnerable to J~11• bombiDC, tranaportaUoa will be coofi!Uid to 

r 011tee o! ao•1DC17 l!.et1111h i~~practib1llt7, both •• r~a aatural 

haJard• all4 proxhU7 to .Je:paneea ba•••· Othar back OCIUiltl7 roa11 ar. 

bel ..: denlopel!. but their uaatul.neee 111.11 be 1a the tlltura, !bla pee-

aWe h, howner, not eo profOWIIl ae to OTerooM the beliat U.t the 

Ch1neu will pt alOIIC aoMhow - coolie aDd. poq can'""' w1ll .. rn a 

uaotul purpoee 1a 4etaDlt of en aerareot aotor aDd. rdl.YD.T tranaport&Uoa. 

l.eapeottlll17 70Ure, 

OlWlLIS II. Dm II, 
Aaerioaa Conwl, 

In duplicate to the :Departmat (Oriciaal b7 air 11&11) 
Coplu to •b&eq, ClmaP111C 11114 Pe1p111C 
Coplee t o Conwl.ahe O..._.al, KoDC EAIJIC aDd. llhonpt 
Coplee to Connlat11, rm.lDC 1114 llaico• 

OS!t:car 

272 
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- · JV - " ~ 
Jll)ll: lpecat. .......... • Ollla. 
fo 1 horet&rT ef Ule fru IZj _, _ 

'!'be tollooring 1e a tranelaU<lll ~ the d~te C<lllcern1Dg the 

5ecret agreement C<llleluded bT Wang with the Jap.neee. Ita puhl..ic.. 

tion has created a ~doua eene&ti<lll. 

·~ OUTLINE QQVlJ!I!OO RBAl>JUST!!!rJ! Ql. l!J! Sl!l<>-.!AJ'ANESE RELATIOIIS 

PRiliAl!Y PRINCIPLES 

It«> I . Japanese and Chinese GovernMnte ahall readJust ll(W 

relati<ll'le between tbe two COUDtri.ee in accordance with gensral prin­

eiplea govarning readjustment ~ n.,.. Sino-Jaj*leee ralationa as set 

forth in Annex One. 

Item II. Faits accomplis before restoration of normal relations 

'oetl'feen two cowttriee ae result of the incident, ..u. hostilltiee 

5hall be recognized and gradually readjusted in accordance with davel­

opnents in the a1tuat1<lll and in c<lii!Cil'lllit:y with tbe abovementi<lll8d 

principles . 

Iteo III. C<llltinuance ~ tbe epecial area situation created b;y 

•nccessi t;y" during the course of hostill tiee ehall be recognised. i11e 

abo'tll!llentioned epec1al situati<lll ehall be gradually reedj\14ted in ac­

cordance With developments in the eiruation untll settlement of the 

incident in eontanllit)' with the general pr~ciplee governing reedjuet.­

ment of Sino-Jaj*leee relations. 

Item IV, Detailed measures tor carrying aut the foregoing toro 

1 te:na &hall be eeparatel;y studied. 
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• ANJIBl <JIB G!X!RAL PRINCil"ll'3 
CIOVI!IIIID«< RI!ADJUSTIII!NT r:1t II!W 

SINo-JAPAlii!SE RELATIONS 

Japcl, China, 8Dd llanchukuo, :In consonance with the idea ot ee­

t \'bl1sbing a ,_ order :In East Aaia, :In puriiiiClca ot the spirit at 

neigllborly cooperation, all for the attaimMt ot the c- dbjecti'ft 

ot conaolld.at:lng peace :In Eaat Aaia1 ebal.l carry out the fal.loor.l.ng 

l'undaental it.. I 

Itm. 1. <m the basis ot reciproc11:71 Japm, O>:lna, Cld llln<:lralato 

ehall eatabllab the tu:lleat cooperation between thea and ebal.l PII.T 

particuJ.ar attention to the principle ot neighborly ud.ey, joint de­

t ense 84jainat conaunil!llll, Cld eeoncaic collaboration. 

Itm. II· Special sonea for cloee S:lno-Japmeae cooperaticm, 

both 111111 tar:y and econcaic, shall be eetabliahed :In llcrth Cb:ln& and 

llongolia , In llcngolla, beaides the abot'e prorlaicn, Japm, for the 

Nice c.!' defense 88e1nat ccnnnm111" ebal.l haTe a apeeial posi tion both 

:In 111.litar:y and politiw &}i!eres. 

Itea m . A sane for close S:lne>-Japeneae eccncaic cooperation 

ehall be eatablished :In regions along the lower reaches of the 

Yangtze River. 

Item IV, A special atatua ebal.l be utablished :In certain 

specially designated ial..cla otf the South Coast. 

Itm. V. Concrete maasurea for earey:lng out foregoing i tems 

ehaU be bued on provia10DS set forth :In Annex rro. 
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•DIFORTAN'l' l'1'B:II! REIATDfO '1'0 IIBADJ11S'niP1I OF Nl!lt' SDfo-JAPANESE 
REIAT~ 

AFFAD!S REIA TDfG '1'0 NEIGHBORLY 
AlaTI 

PreMbles Jepm, OUna, md llllnehulcuo, Sn purllllallCe of sautual. 

respect, shall cooperate ~ with each other tor preeenatim of 

peace Sn E&at uia and mall tr-analate their neigbborl7 .mty Snto 

genuine coll ohnratian. 

and ~ehulcuo ahall respect ChiN' e territorial and aooTereip rigbte. 

Japan, Chin&, and llllnebulruo eball establieh nlllf relation.a with each 

othor . 

Item II. Japan, China, and lfanehulruo ehall suppress Sn the fu­

t ure 1r13 political propagmda or cCillllerciel IIO&aures of a cauae that 

1M3 joopard.tzs tho trielldly relati<lllll between the three countr-ies. 

Item m . Jepm, Orlna, and llllnchulcuo ehall edopt a policy of 

cocperatian Sn their diplcaatic relati<lllll (toreten arieira) and u;r 

not violate th1a princl.ple Sn their relati<JM with third pall'erll• 

Item IV. Japan, OUna, 111d W..chulcuo ehall cooperate m the 

PI'OOIOtian ot culture. 

Item v. JepiiD ehal1 dispatch advieers to the n.- Centr-al OoY­

ernment to aaeiet m TeriOIUI n• enterpriaea of recanatruction IIDd 

aore oapeciell7 m TariOIUI orgSIUI m sanea tor the close sm~apan-

ese cooperat1<111. 
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Item VI• In accord.mce with the gredual eetabl1emem ot M~ 

r elations betwa.l Jepan, China, and Vlllchukuo, Jepan llball. gradu•JJ7 

consider the retroeeaaioo ot cooceeaiona md rellnquiabllent; ot eoctr-

territorial rigbte in Chin&. 

•AFFAIRS RELATIIIJ TO GE2I!R.AL PIIINCIPAL 01! JOINT DEPEIISE 
AGAINST COIIIIIllllSll 

JAPAll, CHINA, AND JWifiiXOO SHALL ADO PI' CONCERTED 
IIEASURES FCit JOINT DEP!IISE AG.UHST COIOIJNlSll 

eleaente md organiz&tiCIUI in their respectiTe territories md ectchazl&• 

Wormation lind cooperate in prOJl&ianda for joint defense against e-. 

mwlisn. 

Item II. Japan and China shall regard joint defense against ccm­

muniem their ccm.oo objective. Japan shall station necessary I1UIIIbsr 

of troops in North China and llongolia. 

Itea III. Sino-Japmeae auti....:aamiat 111litar:r alliance aball 

ba eeparat el7 eoocl:aded. 

Item IV• Jepaneae troope other than thcee referred to in Item II 

shall be ~ withdrem in accordance with deTalopoenta in the 

central or local situation, but those at present stationed in North 

China and al.ong the l CIIIW reaches ot the Iangtse RiTer shall cont1.nue 

to be stationed in th011e a-eae until peace and order 111'8 defini tel7 

restored. 

Ita V. For the sake ot joint u.intenmee ot peace md order 

Japanese gunboat& aiW.l hne the rigbt to be stationed in speeiaJJ7 • 

de~w areM al.<lll& the I mctee and a t spec:1all7 dM1p>at.d , , , ..,. • 

in South auna. . s z.:. C; . - l 
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It• VI. .JepD rn a •ee the r14!ht to 1 =-d md 8Gp61 i lee ~ 

railwl18, airpar"ta, poet&!. eerricee, prlncl~ lulrbal'e ""d -t.cronp 

1n _ .. where .Jepaeee troope are stationed. 

It. vn. In ...., wtt- J~eee troope ere etetlcned on1;r 

tJ\e lll.n1miDo mllilbtlr ot dlineee police troops md. oth_. c-.1 tarcee 

r>a;r be temper~ etaticned tar the ..snteo.Doe ot ~ ""d arder 

and U!e tultUlMnt ot tbe requ1r-.nt. tar nat1clllal clet-. .JepD 

shall d.i.spateh actrieere ""d tmrtructore to dUne tor tbe tr&1ning 

o! Chinese troope llild. police ""d lhall tumilb the latt .. with llill­

tary equipaent. 

"AFFAIRS REIJ.TDIG TO THE GENl!IW. PRINCIPAL OF I!OONO!liC 
COOPERATION 

JAJ>AN, OIJHA, AND lWia!IJXUO IN PURSUANCE OF TilE SPDUT 
OF IIUTUAL Dl!IP'I!II5E SHALL AlJIIIJ!E TO '!'HE PRINCIPLE OF 

RECIPROCITI IN PROillTIOH OF PRODOOTIV! AND ~ 
NOKIC EN'l'I!RPRI5I!8 SO 'DI1T 'l1IElB II!SP!CTIV! 

ECCIIOIIIC REQIJlRBIII!NTS IIAl' BE l"'IIFILLl!D 

Itea I . J~, dUne, md IIIIDcbukuo 1D purlni&Dce ot the abov~ 

centlCIOe<l objectlne u well u thoee ...,tiooecl 1D tbe following 

•t CCIIICerning the d.enl~ of nat-

ural resources md. acto1n1 atratlon ot C!Witc.e, ~ee, matlon, 

c01l111Unicat10118, poet&!. eerricee, lild Mtearolotlical - i8J&• 

Itea n . D:1 contoawity with the epirlt ot joilrt cletenee md 

eeonalie cooperation, dUn& sbal1 accord. epecl.al tacllitlee to Japm 

tor the deYel~t ot natural reSOIII.'MI 1n North dUne ""d Mongolia 

llld Tibet. 7'<r the NIDt ot coop~retion econca1 oa117, C2dna ebaU 

also aecard. ~ -•• 1 tac111ti.ee to J..-. tar tbe dolo"al~T 

ot special l'MGal'OM 1D au- --. S ~ C ~ ~ 
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Item m. Japm aball gin 8peCial ue:ietanoe to C2dna ~ar de­

..-elop~~~mt ~ general producUn enterprises. Japm shall ueiet e211na 

1n 1mprav~t ~ agrlcul.ture with a new to increuing ~- produc­

t i on and etabUizing the livelihood of the Chineee people, 

Item l!• Japm shall aesiet C2dna in tOIWllating financial ~ 

ec<11caic pol.i07 • 

Itc v. With ~erenee to c-.:e, an appropriate cu.st<as tartl~ 

and an appropriate syata of cust<as adllinietration shall be adopted 

witn a view to 1lllprcrr.1ng trade relatione betwecl Japm, C2dna, 8Dd 

!lanchukuo. At the •- tiae the au~ of r• uterials between Japm, 

China, and lllnchukuo, 8Dd mare espec1~ in North C2dna, shall be re­

lldjusted. 

Ite111 VI. Japan shall assist China in the deTalojllllellt of cCIIIIIIni­

eationa, postal services, and metearological lllll"ft¥8• Japan sbal.l. 

aeaist China in the developM~~t of aviation and the illlpraveaent of 

tne &dlldnietration of ra.illrqs in llortb C2dna, including the J.lmDia1 

raUwi\Y8• Japm aid Ch1na aball cooperate in eehhl iebSng aa a route 

between Japan and the Olineee coastal rogiane in tacUitating nart­

~ation along the Ymgtse River and in establishing postal c<BI>JI1iea.­

t1ona between Nortb China and regicna along the lower reaches of the 

Yangtze, 

It""' m . Japan and 011ne ehall cooperate in eetabliehing a n• 

Sh""tlhai. 
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i!!l!IAllm I 

Item I · The neor Central Oov~t !hell pq indamitiee to 

Japan fgr losees llllffered b:r the Japaneee Qov~t aid the Japm­

ese people in China since the outbreak of the incident. 

Item n. The new Central Oov~t shell maintain the cloeeat 

relations with Japan in ell ialportct utters concerning Japan before 

the establls'-'t at De~r Sino-Japaneee ralaticna. 

"ANli!X A1'TACI!BD TO OIJTLINB GO'lERNlNO READJIJSTIIEHT OF NEll' 
SI!i~AIIESE RELATIONS 

ARllBI ONE 

OUTLINE GOVERNDIO RlWlJUSTIIEHT OF RELATIONS 
WITH PROVISIOIUL OOVl!RNliEIIT 

• 

~· The term •North China" referred to in thia outline 

in a general eenae dalotes Hopei, Hanai and Shant~mg Provinces to 

the south at the Great Well and that part of Honan Province to the 

north of the old Yell.,.. River bed. 

Item n . With reterenee to special character at the plan fer 

cloee national detenee md eecm<iaic cooperatico between Narth OW>&, 

Japan, lnd lllnchukuo, a Ncrth China Political Affairs C.-1-ttee ehall 

be established in accordance with the g..eral principles governing 

t.'te readjust.ent ot n• Sino-Japanese relatiOI'UI so as to attelld to 

lll.l local etfairs ccmcerning Japan md lllnchukuo. 

Item III. Detailed measurea concerning the powers and organi­

u t ion ot the North China Political Affaire C<nlittee ehall be de­

cided UJXlO b:r the Ceatral Political COUncil. H.,....,ar, before the 

establia'-tt at the eeatral oawezl-'t tbq lhall be filced b7 

S~v• ~T 
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118118 C2liD& 1Je1 IDd ... r. lllD. 

It. :rv. 'J!Ie .-• IDd 1M Cll'plliMt1cll of tbe llcrth OW. Po­

lit i cal Att.U. c-ittee llhall. a. 8t OC'Z'71Dc oat tbe fal.lCIIIiDi 

atfaire clllring the eeteblfs-\ of- Dell " rel.at10118 beta-

Japan InCl. Cbina. Boaeoez, bttare the eetabl1•1went of eacb rel.at1CII8 

llittee with a -n.. to the sndUl ~ of SiDo-.Japanue re­

letione, '!he- of tbe ProwUioaal OooWIWJt llhall. be ebol1...., 

and taite acc!!!!!!l" b7 tbe ProwUioaal Goo•~ liball be telipar­

ari.lJ' recognised IDd takm onr b7 the !forth C2liAa Political. Atfd:re 

Calaittee eo u to facUitate tbe tr8118f .. of political. attaire ad 

pre-rent anxiet;r 011 the pert of the public. 

0 APP.llJIS RltA'fiiiO tO JOllf'r WWJ, ISPIOIAU.t L&PBIISlii 
AQ.liJIS1' COIMllfllDI .liiD 'l'BI llliii'.riiiUifCI at PIACI .liiD 

Clliiia 

Itea I . Ill ...,._, of a:tfU:re lll"16iDc !rca the etatiCid.ilc of 

Japane .. troope ill C2dDa. 

It.. n . D1.8pon1 of a:rt.U. lll"16iDc trca Si.Do-Japcleee jaiJlt 
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•AFFAJJIS RELATING TO !COIOIIIC OOLLABCJ!ATIOII mPBCIALI.T 
EXPWITATIOII OF HA1'URAL RESOURcm AND iUWlJUS'riiPB1' 

OF RAW IIAT!RIAL SUPPLIES BE'l'IEEII JAPAN, IIAH­
CUKUO AND NORTH CIIINA 

Item I · Diapoaal. ~ at.taira relating to granting ~ special 

f&cilltiea to Japan .t<~r apl.oitation lnd utllisation ~ natural. 

resources. 

I ta n, Dispoea.l ~ at.taira relating to the read.jue'-'t a.t 

r ltlf matarial supplies betor_, Japm, llanc:hukuo, J.iclnilolia, and !forth 

l t8111 ni. Diapoaal ~ a.t.taira relatine to the joint readjuat-

1:18nt of trade C\d =ency relations between Japan, llanchukuo, llan­

golia, and North Cb1n.a. 

I tem rl. D1spoaal ~ a.t.raira relating to tha joint Sino-Jap­

anese develoJ11811t ~ Piation, railJr-.ya, postal eerdcee, and ~~­

eipal aaa rou.tea between Japan and Cbina. 

"DISI'OS&L CIY AFFAJRS RKUTIIIO TO I!KPI.ODIE!i'l' 
JAP.AMES! ADVISERS AND I!KPI.OIXES 

•THE Cl!li'1'RAL OOVERlllSN'T SHALL OIVB ITS SIJPI'alr 
TO A JOINT SI!IO-.W'Alll!SS CIIRR»>CI SISTEII 

AND O'lmlR SYSTI!IIS RELATDIO 'nl8RETO 
WRINO P!RIOD OF 'l'IWISITIOII 

• PROVlSIOIIAL RKU TIONS Bt'1'11Ei!l'i NCR 'lH CHINA ~ 
LITICAL AFFAJJIS ()()lll(l'l"1' AND 'lH8 CEN'l'RAL 

GOVIR!IImiT 

It em I . '!'he North CbiD& Political. Affairs Cc.aittee in t:~rder 

to detra.y ~•••111'7 apenct!turea ~ adopt neceBNrT __.., .tcr 

the cal.l.eetiCD a.f h i 18• caaeecrctJ7, aJ.thoaafl c:ut<8a ...,..._, 

' 
~- ""7 

' "' I 
, ' 
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wt re•-· llld 0Clii8Gl1Mted ~-to be NPl'ded u cctra1 

revenue• u a pDC".J. Jrinciple, a OC'ta1n pcoctap ctt cutc>u ID4 

aalt revenue• m..ll be t.lpar81'1:b- tum.d .,._. to the Werth <2du 

Politic.J. .Atfaire c.-ittee. llc4eovw, the pclfW ctt ~ 

shall be d.elecated b7 the Cctr.J. Gatwwt to the lfcrth <2du 

Politic.J. Affair• c..a.ttee. 

I ta. II, '!be Wcrtb <2du Polit1cal Affaire C...S.ttaa llbllll 

han the ricbt to 18- J.oca to a oarta1n utent. 

I ta m . Oo'rw'IIMDt propertJ.ae 1n Ncrtb a.1na ehaU ccatiJma 

to be placed. und.C" the ccatrol of the N<rth !2lil\a Politic.J. Affaire 

Committee 8nd. ebal.J. be gr•<ln•11;y read.juted. 

Ita IV• c:u..t..e, postal, mel air eer'ficee ehaU be placad. 

under the cootrol of the Ceatr.J. Oo•w-nt, but a::l.etin& cODd.iticna 

of such eer'ficee llhall be .J.tered. ~· 

lt!a v. Affaire ra1.at1nc to the ad.IWdetr•tim ID4 operratim 

of the Luncba1 R&1ln;r llhall be placed. under the juried.ictim Cit 

the North <2du Poli tic.J. .Atfaira C.-dttaa, 

Itea VI. '!be pc1tW Cit ~ IIUbard.1nate offici.J.e 1n 

North !2lil\a llbllll r .. id.e 1n the Ncrtb !21ina Pol1 tiw Ufaire C<a­

lll.ttee with the ~m ctt t1nt ra cttf1cial8 of tile prorlnce 

of lloncolia. 

Ita yn, Di~ JMCOtiatiCilS with third. pootW'8 llhall be 

cCII<Incted 117 tbe c.tra1. ao""••--="n .. ~-aia&~ 

.. r-- -- ~r:-:1 
'J1 • 
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altaira arieins betweMl 1l<rth C2Una, J~, mel lllnclniJcbo ebalJ. be 

conducted by the llcrth C2Una Polltical Affaire C..aitte., 

"OU'l'LIIIB OOVI!l!IIDI) READJIJSTIII!:NT (fF RBLlTiaiS 
wrm II!I'OIIKI!:D GOV!IIII'III!Irr 

It.n I . Vi•e of RetOI'IIed OO'f'einwnt, that ie llmldng regiae, 

shall be respected. Arv ..rt.ian lllcel,y tc attect. the etabil1t)- of 

the RetOl'lllecl OO'tWmlant aball be &'l'oided. lleuuiea aball be tabm 

to guide the RetOI'IIed Gowem~unt to bee~ pe-t ot the Central G<rr­

emment 8lld to enable the Ret01'118d Go'rCJWlt tc continue tc ~<liS 

ita political duties pending the inauguration ot the Central G<rrem-

ment. 

It• n . Attar the eetabliahMnt ot the Central Oo'cnment, 

no political ettaira ca.itte. need be eetabliabed, tbanka to undelr­

st811dJJ\g ot the RetOI'IIed G<rrar~~Mnt. u ...... C', the etatua of illpar­

tent leadC'a of the RetOI'IIed G<rrcwt aball be taken 1Dto clue cOD-

31deratian by Wq Od.ac Wei • a aiclll. 

It. m . During the .i.DGI&uratian of the c.ntral Oot81 ililiiiDt 

and the abolition ot the Ret<ll'Md ·~t, the Central shall t..­

porar~ recoi!Jl1se md taka """' feita accCI!I)].1••b.r the Retanoed 

Govel'lliMnt eo u to f acilitate the tranet81' of political etfaira and 

pre-rent mxi.t;r an the p81't ot the pnbl.ic. 

It. IV • In crdC' tc reali&e close Sino-Japanese ecanamic eo­

operatian in rectcme alCIII the 1~81' rMChee ot the Imctse Ri-nr, 

J&J*> I'I'Mmta the folJ.GoriDc ~ial req'llldtat 

~ ·-~ · i~T 

213 
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8 iiiQO&SiS CCIICUii:OO .l .. SRA'JIAI 

It• I · 
1. Mfab'a relat1Dc to ,_ joiJit l'eO<IUtntoUCIIl 1D - 'bmp ', 

2. D1epoAl ot aftaize ar1a1Da trca etatJ.ao1nc ot JIIF=·r 

troops 1D a. SMnp•' , 

5, Mfab'e reJ.atiDc to tbe joiJit 8dllin1etratJ.GD ot mat1.CIIl, 

sea narlgatJ.cm, llhipping alexic tile l'qtH, mel poatal rrrlc:ee 1D -

Shangb&l.. 

4. All otber attain relatins to S~4p11'tM cooperaticm in 

n« Shanf!:ha1• 
Itaa n . In order to facUitate ~ ot the eo. otJ.cned 

Japanese requeete, a Sino-Japanese eccaad.c ueociation ah.u be ee-

tablished, 

• AIINBI POOR 

"Nl!lf SU'l'OS or AJI)Y, DIIO a!DfO 'IBI1S SIDB SHALL 
AS F .liTS ACOOIIPLIS tnT All1r IS 1 SPECIAL 

AliiiJrniTI!1TIVB 1R&t. 

•AJIJIKI FIR 

"SP!CULLY DIISIGJ(1TBD ISI..&III8 orF 'I'IIB SOO!II 
al1lll COAST 

With ~areac• to the epec1all;r -~ 1al.aDde ott the South 

China cout, 10 adilld!IUtrat1Ye crg~e,includiDC a al.l.it.T crgan, aball 

be established Clll B•'DMI Ial.md 'IIDd4lr the d1reat jllr1ad1ct1cm ot tbe 

Central. a-~t. 'lhla argm ah.u Cf/n7 GQt the fclloring ~ 

~on Japen•a apecial poait1CIIl em the ialmda 

1. Mfaize .n.1Dc trca tile etatioainl ot Jape-- troop& Clll 

• 

Regraded Uclassified



- 111 -

2. Affairs relatins to S1no-J~ae joint llll1t8l')' att~ 

and lll&intenanee or pe- and order. 

s. Affdra relatins to apl.oitation and ut111.sat10ft or nat-

ural reaourcu of special t.portan.,. to national cletenae. 

4. Affaire relatins to a'fiaticn, eCBII.Illicationa, end sea 

navigation. 

RI!IIW'luu '1'hU outline includes Japu~ • a requests eoneaming a 

fut ure Sino-Japanese ave_..t and affaire relating to voluntary 

disposal of mUitacy and political Qllesticns on the part or Chlna. 

• UROFNr SXPI!C'U.TIONS PllOII JAPAN Blll"a!B l!IAOOUIIAfiOH 
OF!Il!lr~ 

(This doCUIIIGitt was drllllll up by Dr. Wq Ching Wei and handed cy ~. 

C!>"" F\1 Hai late in Auguat last Tflllr to a Japaneae lObo took it to 

Japan. ) 

Japan has sent a written r eply to Chin&' a hope tor entor~ 

of general principles concerning r..speot tor China's aavarelin risllte 

and hes expressed :tuJ.l Wldcretanding o! China • s hope end undflrtaksn 

to cal<a energetic st!orta to Nal1se it. D> rl• ot tile a))p'Oaeb ot 

the date for tbs inauguration of the Central ~t, China r egards 

the follorin& 1~ aa indiapensable conditionfl tor the inauguration 

of the Central G<w& aaent. '!heir ootore~ w1.ll not be inec.patibla 

Witb Japan • a conaidsrationa regardinc epaee md tirle. It ia hoped 

Japan will expreaa her ave-t to tbsaa conditione. 

215" 
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Ita l o Since the cCPIC!lu!f1GD of the AnS]()--J•~ ~ 

agre_,t in llq lut TeC, ouet.... ~• haft been clepoeitecl 1D 

the Yokoh- Specie Benlc. Up to the pre-t, rennuea collected b7 

the Chin•• .u-itiM aaatau 1D Shan&bai elGDe haft aounted to_.. 

than one hundred aDd eight)- .UUGD dollera. '%be O>uncJdnc Oovw ... 

Clellt baa ude ~ta up to Jem>arT Sl, 1959 tar the --u.at.icm 

o1 !oreicn loana and. 1'111.7-.rt. ot sa-- SndfW\1 tiee. '!!leNt are pl­

retum to the Centrel Qoorernaomt the ainkinc flmd for the ....usa.­

tion o1 foreign 1~ aDd the ~ ot sa-- s.oo.nities as well 

~ surplus custoas re'Venues thet have ..:CNIIIIleted before JarJWIZ'7, 

19&9. HOII'ever, in contCil'lllity with agel proc~, the flmd shoul.c1 

be r eturned ~ attar the inauguration of the Centrel Qoor~t. 

Japen i s herWy requestecl to acr-ee to the followinc toro points• 

Firat• Before the ina>guratiOD o1 the Centrel Ooter.-t., 

please order the Yol<cm.a Specie Benlc to acmnce fal"t7 .uJ.iCJD 

dollars in the tona ot a l.oaD clllriftd troa cu~ NniiD88 depoei­

ted in the bmk. !be 1om will M indirectl¥ reda•ed attar the 

inauguration ot the got'erwt. 

Second• After aU cust.... ~· deposited in the Yolccilaa 

Specie Bank han been returaed to the n.w Centrel Qof&lliiDilllt, CWI­

tCDs rnanue1 colleotecl aacb IIODtb in the future shaU M r.a:l.tted 

to the natiODel u-__..,- ot the ectzoel Go•••~ H__., • par­

tian ct r._1 ~ be clepo81ted in tbe Yak~ Specie Bmk ...S 

a reu:I.Jidc 1D .,., r 1 oa--o:'l.l•ll' beaU dN1pted b7 tbe Cetrel 

Gorw' rt. 
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Tbirda 'l'be can80lidated tax burHue in tbe prorincee ot 1l1aDc. 

suchold.ang1 lllld Anhlrei are at the preeent tiM 1ndeptncSomt org~~~e 

and are not under the juriedictian ot the Retar.d O<WertiiiiSlto ~ 

enuea colleoted each aanth are reaitted to a J~ special sC'Tice 

organ. A part ot the rnenues 1a then reaitted b7 th1a crgan tc the 

Re!ormed Government. Witb the CODC\I%'t'eftce ot J•preae Cltbcritiaa1 

the aboY..ntianed conaollcleted tax bureaus abal.l be hken arer 'b7 

the ltl.n18tr7 ot P1nanee upoo tbe inaueUraticm ot tbe Central Goveru.­

cent. Recei pts b'CIII conaollcleted taxes abal.l be raaitted tc the 

l!ationel Treasury in the future. 

Fourtha Salt r<m~nuee constitute the chief source o! tamtion 

in our country 1 but at present there are no receipts !ran this source. 

'!'he Tung 1\wl Corporation establiahed in Centrel O:dna 1a Japanese 

operated tr-porhtion organ lllld pa,ya no tiXII•• Betcre the inaugu­

ration or the Central Ganlnlllalt, Japan lbould agree to restore the 

a&Wllatration ot salt reYa1WIS and •tbocle ot r....enue collection 

after t he 1naueuratiao ot the Central ()o'rer'IIDa>t tc cooditione Jre­

va111nc bet ere t he incident. 

'nle !oregoin& !t»r pcinte are related tc :tinance. It tbe7 .,_ 

not be carried out, the central o~t cannot be insugurated. 

Futha Japan is r equested to agree to reopen tbe ~ -

Nanking -tion ot tbe Yalgtse Rift~' witbin two aontha attSZ' tbe 

:lnauauraticm o! the c.ntraJ. ~. Ne&otia~ione in this 
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connectim ahall be conducted by the Central Qovenv:~ent. With 

reference to the prevention of transportation of ar~~~a and 811111Wli­

t1on by foreign steamers to guerilla unite, strict technical ...,.,_ 

sures may be adopted. The Central OO't'erment attar ite inaugur.,. 

t1cin must secure de facto recognition by Britain, France, and the 

United States. SUch recognition .,..,..ot be obtained if the Yangtze 

River ia not opened. 

• AN!IEX THREE 

0 01JTLDIE GOI7ERliiNO READJUSTUENT (1f RELATIONS 
wnH II)NQOLIAN AUTONOIIlliS OOVERIIUEliT 

Item I . llongolia, referred to in this outline in a general 

senoe, denotes t he region to the north of the Inner Great Wall. 

I t em II. In view of the speci.al character of l!ongolia as a 

~one for close national dafense and econarlc cooperation between 

Japan, China, and llanchukuo with the exception of dipla:>atic affairs, 

that is excluding negotiations with Japan m d lllnchukuo, all execu­

tive, legialathe, judicial, and militaey' affairs and negotiationa 

wit h Outar l(ongolia ahsll be based on faits accC!C!j!lia. Inner !.!on­

golia shall be granted extenaive local auton01111 and shall be recog­

nized aa an anti-cCIIII1WiiBt autonaooua zone. 

It ... III. In order to establish relatione between the JJon­

golian Federal AutcnCIDOIIS Oovernment and the ,_ Central Oovenaent, 

a written asr-zrt; cooeerning the foll.-in& affaire ahall be 

288 
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concluded by Weng Ching Wei ar h.1e repreaent&t1Ye with Prince ----* 

President o! the Sinongol League or h.1e repreaentat1""• 

1. The Central Ooverx.nt ahal.l recognise anti-eCIIIIWliat 

and autOilQGIOWI char&cl<ar o! the llongol:1.8n Federal Autcnaaows Gov­

enent aa !&ita acc<lll!)lia. 

2. lleaaures !or readjustment at ralatioaa between the two 

political regiMe aball be separately negotiated on the baaia at 

thia understanding after the inauguration at the neor Central GoY-

ernment. 

Item IV• Upon the conclusion of the underatanding referred 

to in the foregoing item, the l!ongol:1.8n Federal Autoncmous Govern-­

cent shall dispatch a representative to the Central Political 

Council. 

It. v. The Central Political Council shall diacuaa no afiaire 

outsid.e at the scope at underatanding reterrecl to 1n Item III. 

Ita VI. tr..,..,11ng pusea !or theN~ l!ailJnliT 

shall be issued by the Central Govenm.nt 1natNd of Japanese auth-

aritiea. 

It ... vn. Inspection o£ traYallers at the Nlll'lld.ng Railn;r 

station and at varioue city gates shall be conducted by Chinese 

gendarJIIes and pol.ice. Japanese troops, when they wUb to make 

arreata within the city, ehoul.d be requested to do eo 1n conjuncticn 

with Chinen gendarMe and pol.ice. 
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The t'are&oin& pointe, though thq ~~q appear to be ..u llllttera, 

are or great impartance in altering the t'aelin&a and payehology ot 

the people. HOifev-er, theae pointe can onl;r be CCITiAid out with tuJ.1 

understanding ot' the Japaneae llillt.zT autharitiae DOW stationed 1n 

llanlc1n&• JapeD 1e requeated to pti,J particular attention to this 

catter. 

0 JAPAII 1S REPJ.Y TO 1Wil CHINO WBI•S UROEift' 
EIPI!CTATIONS 

(Tbia re~ wu aent to 'lang ChiD& 'lei in the 
!Iiddle ot' October, last year) 

The chief pointe or Japan •• rep:!¥ to wana Chin& Wei• e urgent 

expectation• are aa t'ollOifll• 

Ita I . 'lith reference to yar:rr requeat that the Sbangha1 

branch or the Tol<cm.a Specl.e Bmk 8dt'ance a IIUil ot' t'Cil't7 ailllon 

dollars under eerta.iD conditione iD the t'ana ot' a lom IIJSrived trca 

cu&tCIIII rev-emee deposited by Sh~ai uritiloe cuetCIIII 1n the 

banlc bet'cre the inauguration ot' the Central ()o'fernment, Japan iAI 

prepared to .tult'1ll. yar:rr honorable wiahea 11' after the 1J>au8urat1on 

Of tho future ~~ the plane tar readjuetaent ot' """ S~ 

J&paneae relatione, that 11 to aq, the general principles tar the 

readJuetaeut ot ,_ Sino-Japaneae relatione md ather tranei tional 

-.urea are defin1tel7 fixed and earr1ed out. 

R,:T 
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It- n . ll'ith reference to the d.1apoeal. of oueta.e rnmuea 

after the inauguratiCil of the n• Central ~t, the syateo. 

of CllStOda administration and diepoaal. of cuotoms re-nnues shall 

be placed 1n principle under the control O'l the Central. Goverr~eut. 

HOifever 1 w1 th the exeeptiCil of that part held 1111 seeurit;y tor for­

eign loana, pleaae turn avar cuatCDs revenues collected 1n Ncrtb 

China .,d Diner llongolia to mthoritiea ot North China and Diner 

~olia. 1/or...,...er, for the time beina1 pleaae couti.rme to de­

posit cuata.e revenues 1n the Yokcm- Speoie Bmlc. 

"WW'lH REI"EEIi1lCE TO COIISOLIDATED TAXES 

Japan takes no exception to the proposal that after the in­

auguration of the Central Government the organa for collection ot 

consolidated taxes 1n the three pravincea O'l Kiang, Suchelciang, 

and Anhwei be taken b;y the 1!1n1atr;y of Finence ot the Central Gov­

~; thst. receipts from c01'14ol1dated taxes be relllitted to the 

llational. Treasur;y; md that the 8<tWiiatration of ccmsol1dated 

taxes be gradullll;y readjusted. 

"lll1''l REFEREIICB TO SALT REVBNUES 

Japan takes no exception to the proposal that attar the in­

auguration ot the MW Central Govanlllla'lt the administration of 

salt revenues and methods tor collection of salt reYeDUea, with 
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gradual.l¥ read,ju.tecl with a rt. to i'estarinc th• to ocmd1t1oaa ~ 

val.ling betcro the incident, that is, hostili.ties. 

Jape also hopes that there will be a neeesMr7 reJ..aatian in 

Japanese a111tary operatioaa in the Y&nctM Delta eo that the eat.Uo. 

Yangtze RiYer and eectian thereof 810' be reopened at .., ear}7 date. 

l!oweTer, under preaeut candit1CIIIll, it 18 n1ll dUticult to NJc a 

detini te date for the reopening at the riYero 

"WWTH REF1!21ENCE TO ll!SUE OF 'l"RAVEIJ.INO PASSES Felt 
NANKING SIIANGHAl RAIDJAY AND INSl'ECTial OF 

TRAVEI.UBS AT 'JliE IIE'l'ROPOLITAN RAIIJIAY 
STATION 

Ih con!arait7 with the principle for reepeet for political 

power at the new Central Goweuwt, JllpC\ tal<M no GICeptian to 

7<111r hanorable rt.a in the prinldple. B-.r, Jepm hopes that 

concrete -.urea for ~t of the etipul.ated utuation wUl. 

be d111CU8aed and agreed upan b)' 12!i"•" 10d Japaneee autborlti• 

concerned an the baa1a at the ~ for the ~ce at 

peace and Cl'dllr. • 

.. 
!!liD 
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TO 

Subj ect: 

293 

TREASURY DEPARTMENT 

DAn Janua1'7 30, 1911o . 

Secret ary Morgenthau 

Kr . Has.N· 
Notes on mee t ing held in Secretary Yorgenthau ' a ottice 
on JanU&r7 30, 191i0, at 2 P, ll . , on plant expansion coat s 
in connecti on with Allied Purchasi ng Commisei on' a war 
orders . 

Preaent: Secretary Korgenthau 

Mr. Purvis, Ch1et , 
Allied Purchasing Commiseion, 

Mr. Sull1 van 

Kr . Haas 

Mr. Purvis said that atter a long conference wit h Atlas Powder 
Ccnpany he had worked out a contr act, consisting ot twelve pages, 
which was satietactory to the Atlas Company and which he thought 
would meet t he requirements ot the Bureau ot I nternal Revenue . 
~r . Sullivan had not had time to read the contract, but indicated 
that it be were given an hour to look it over and i t Kr. Purvia 
would come t o his ottioe at ) P .M. he would be glad to give him 
h1& reaction to it. 

J.!r . Sullivan asked Kr. Purvis about the Hercules Powder con­
tract . J.!r . Purvis then went on to explain hie d1tticultiea. He 
ea1d that he had a three-hour conference with the three top men ot 
the Hercules Powder Company last Friday, that he had gotten no 
wher e but he waa still wor king on it ae he t elt the All i es needed 
the Hercules powder badly. He said he had a cable t rom London 
telli ng ot 2, 000 tone ot powder lost in a recent explosi on and 
directing him to make every ettort to aecure 2, 000 tone ot powder 
ae soon ae possible. So he said it was imperative that he co•e 
to soae under a tanding with the Hercules Company. He pointed out 
that t he Company i nsi sted (1) that they be ~id i mmediately 100 
neroent t he coat ot the new plant required, (2) t hat they be paid 
an additional 1~ percent t o cover the contingency that the Bureau 
ot Internal Revenue aight consider at least ~art ot the plant 
eXpenditure i ncome rather than capital, and l3) that 1maed1ate 
Payaent be ude ot 27 percent ot t he order. The latter t1gure, 
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::r. :'urvi s enid he had worked down !rom 100 percent. In hie last 
conference he said he got somewhat angry wi th t he Hercules people, 
but becau£e or t he British s ituation he must continue on with t hem. 
~-e se.i d t hat the Hercules people did not want to enter i nto any 
rrre"bernen t !or payment !or the plant which involved a period or 
t i me , such as an amortization plan with proVision !or a scrap or 
nerce- time value or t he plant after the war-time producti on was 
com~!eted . This proposal , the Hercules people said, involved a 
1-ui. on t heir part which t hey did not w1eh to undertake. He 
i ndica t ed to t hem that t he British Government vrould underwrite the 
"rJ~oeal . They rejected this because t hey did not care to . hold a 
cl~ iu nca1net a fore i gn government . 

:s . Purvio sai d he hoped t hat t he Atlas proposal would be 
occe~t~ble !rom a tax standpoint and he could t hen use this as an 
e):e;.:'>le in deal i ng w1 t h other co~:~pan1es . The meeting adj ourned 
~lth. the unders t anding t hat Ur. Purvis would see Ur. Sullivan a t 
; o ' cloo~ in ~r . Sullivan' s orrice. 
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TO 

SubJect: 

295 
TREASURY DEPARTMENT 

Secretary Korgentbau 

r.~r: Haa~' 
Notes on meeting held in Secretary ~rgenthau'e ottica 
on Janua1'7 30, 191W, at 11130 A.M. , continuing a dla­
oussion ot ways and means to secure adequate aaohine 
tools in order to increaae sharply the production ot 
airplane engines in the United States, 

Present: Secretary Worgenthau 

Mr. Purvis , Chief, 
Allied Purchasing Oommieaion, 

Mr. Tell Berna, representing the 
National Kaohlne Tool Builders ' Assn. 

Mr. Char lea J. Stillwell, President, 
Warner-Swaeey Kachine Tool uanutacturera. 

Dr. Lubin, 
Commissioner ot Labor Statistics. 

Captain Collins 

Mr. Haas 

The Seoret81'7 outlined to Mr. Purvis some questions which 
were raised in the earlier morning meeting: (1) He said it was 
r.elt t hat Mr. Purvis should be the eole arbiter ot machine tool 
orders in the United States tor the Allies (Mr. Stillwell suggested 
sole dictator rather than sole arbiter) and (2) It was neoesea1'7 
to know which was more important to the Allie- - airplanes and 
ai rplane motors or machine tools . The Secretary went on to explain 
to Llr. Purvia that the 188Chine tool manufacturers were bringing 
hi m next Wednesday a list ot machine tool orders which they had 
on their books including both doaeatic and foreign orders. He 
added that the airplane engine companies were making up a similar 
list ot the order• they had placed tor machine tools. The Seoretal'7 
indicated also the need of looking aa tar in adYance as possible 
lfi t h regard to future require .. nta. 
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L!r. Berna aeked Kr. Purrte if hh committee had aet up &JI7 
oriority syatem. llr. Purrta replied in the affirmative saying 
that a committee reaponsible for machine toola was eat ~P about two 
~onths ago. Ur. Stillwell pointed out that machine tool orders had 
come in froa private aouroea in Great Brita.in which tended to con­
tuse the s ituation . Ur. Purrts stated that during the debate on 
neutrality his commission had delayed ita operations , and that now 
they were busily engaged in centralizing all the orders. He said 
that before the machine tool people left he would like to go over 
i n detail with them their whole system of handling machine tool 
orders and would appreciate their suggestions and criticisms . 

L!r. Stillwell pointed out that t here might be a possibility of 
re-arr anging delivery on some French orders for machine tools 
which mi ght help the ai rplane engine companies in the United Statee . 
lll' . Purvis indicated he d.id not wieh to do anything which might 
retard a irplane production in France and England, as these countries 
eJO:!lected t hey might be cracked down upon in the Spring. . 

L!r. Purvis aeked if the bottleneck question could be brought 
down t o specific cases. Wr. Stillwell said that was what they 
i nt ended to do . The Secretary point ed out to Ur. Purvis that next 
~edneeday the machine tool people were going to bring in a comolete 
list of their orders and at that time we would know more about' 
which orders would have to give way. 

The Secretary suggested that the machine tool representatives 
tal k first with Ur. Purvie and then later with Mr. Sullivan, who, 
the Secretary indicated, would give t hem an informal tax ruling. 
Ur. Purvis agroad to meet the machine tool representatives at 4 P. M. 
I t ~as t hen arranged that they would see Ur. Sullivan at 9:15 
t oz:orrow morning. The Secretary said he would arrange to see the 
ai rpl ane engine representatives at 9:15 in the morning and then 
the t hree groupe at 10 A.U. , to include Ur. Purvis, the machine 
tool manufacturers' repreeentativee and the representatives of 
ai rplane engine manufacturers . 

Dr. Lubin asked Ur. Purvis if it would be possible for him 
to sort out the machine tool orders which were for foreign airplane 
constructi on . Ur. Purvis indicated that should be possible. 

'i'he Secretary told Wr. Purvis he had heard that the Canadians 
had bought soma plante in this country and then stripped them of 
the machinery which was shipped to Canada. Kr. Purvis said he had 
henrd the matter mentioned but did not think it actually had taken 
place . The Secretary told Mr. Purvis that he oould expect to be 
scolded publicly if hs (the Secretary) found out such was the oase, 
and suggested that Ur. Purvis put hie Canadian friends on notice. 

L!r. Berna told Ur. Purvis that the Bri tieh machine tool ordere 
Which were f or stock should be eliminated from t heir order liata. 
Ur. Purvta agreed. 
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TREASURY DEPARTMENT 

INTmt 0 1'1'1CK COMMUNICATION 

DATR JilnuarJ 30, 191lo . 

SeoretarJ# genthau 

14r. Haas . 
Notes on meeting held in Seoretary Korgenthau ' a office 
on January 30, 194o, at 9:15 A.K. , on ways and aeane 
to secure adequate aaoh1ne t oola in order to inoreaee 
sharply the production of airplane engines in the 
United Statee. 

Present: Secretary Korgenthau 

Kr. Tell Berna, representing the 
National Kaoh1ne Tool Builders' Assn. 

Kr. Charles J. Stillwell, President, 
Warner- Swasey Machine Tool Kanutaoturere. 

Dr. Lubin, 
Commissioner of Labor Statistics. 

Captain Collin• 

Kr. Haae 

The Secretary opened the meeting by saying that t he problea 
in which he waa interested was t he bottleneck in the aachine tool 
industry. Kr. Berna aaked if tha queati on related to the bottle­
neck in the maoh1ne tool induetry i n t he United States or the 
~~chine tool i ndustry of the world. The Secretary limited the 
?roblem to t he United States . 

L!r . Berna then began hie d1souaa1on by eaying that he would 
l i ke t o t ake a tew minutes to furnish the group with a little 
background intorma,ion with regard to h1a induetry. He pointed 
out that about the middle of 1938 the demand tor aaoh1ne t oole 
beg~n to inoreaae and that by August, 1939 , before the outbreak 
ot the European War, the backlog of untilled ordera had already 
reeohed sizeable proportions . He said t hat the h1atorr of t he 
industry haa alwaye been one of fluctuating per iode of production, 
and that ooneequent ly there wae great reluotanoa aaong produoere 
to undertake plant expaneion to taka care of the18 ordere. 
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~en the war broke out in September, he continued, it t hus 
cau~;ht the industry with an already heavy backlog ot new orders . 
Thi s was immediately augmented by a deluge or cable orders trom 
norord. In the case or many machine tool companies if t hese 

orders were accepted it would mean their plant capnoity would be 
occunied well i nto 1941. Since September, he indicated, steps 

r~ve been taken in many instances to expand plants and that mor e 
~e n have been employed. He said t hat shipments have i ncreased 

shProly but the inorease has been only a tracti on ot the tremendous 
increase i n new orders. He showed the Secretary a chart on which 
ther e were two curves, one showing monthly tisuree tor new order s 
end t he other showing unit production on a monthly basis. He 

used t he chart as a atati stical verification of the statement which 
he h~d Just previously made . Upon an inquiry from t he Secretary, 
~e eni d that the chart reoresented t he combined figures or 80 

ccmnanies which comprise t he bulk or t he busi ness in the industry. 

!.r. Berna then went on to explain that during the depress i on 
days t he foreign business had been n lifesaver to t he industry, 
tr.e Russian business in particular. Now the foreign business wae 
cominb largely from England, France, Russia and Japan, but the 

indus try was giving prefere nce to the domestic business . He sai d 
~~~tin addition to t he new orders t hat had come from Europe after 

the outbreak of the war, there wee a great increase in domestic 
orders, largely t he result ot tears of businessmen here that war 
•7ould cause price increases and make for ditticul ties in dell very, 
e:c . llew domestic orders of t hls t ype, however, have declined 
s . .pr ply s ince September, but there has been very little cancella­

tion . 

':'.1e Secretary then i ndicated that t he problem a t hand was 
~o~ t o get adequate voluce of machine tools to permi t t he airplane 

en&i~e mo nutacturers, such as Wright, Pratt-Whitney, and Allison, 
t~ secure machine toole so as to increase their production sharply. 

Ur. Stillwell took up t he di scussion by stating t hat airplane 

a?nut•cturers were faced suddenly with a very sharp increase in 
demend and tor t hat reason did not get their orders placed early. 

He suggest ed there were t wo thl.ngs that could be done to meet the 
situation . The first, whl.ch would produce results i mmediat ely, 

toss t o re- arrange orders on the books. The second, whl.ch he 
conRidered ot equal i mportance , was t hat t he industry be given a 
definite oicture ot the needs of the United States Government 
for t he next fiscal year. He po i nted out that the U. S. Ordinance 

Jenprt~ent ' s needs were f airly clear, but the needs or the U. S. Air 
Co~e were not. In addition, it was necessary to have similar 
information ooncerning forei gn orders and to know the precedence 

which should be given t hese orders . 
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The Seeret&1'7 ulted llr. Stillwell how the aaoh1ne t ool indue­
try would proceed to r e- &rraJI8e i h ordera. llr. Stillwell aelted 
1! t he problem wa• to inoreaae the production relati ng to Uni ted 
sta tes ' orders or the production relating to f oreign ordera. The 
secret ary answered by •aring that our doaeati o requireaenta oaae 
first, but the producti on problem we would like to meet waa that 
of sunplyi ng the domeetio r equirement. 1 eupplying the requirement• 
or the Allies, and alae talt1ng care or the South .American buai ne ... 

Mr. Stillwell stated that he d1d not feel ther e was any 
bottleneck in the machine tool industry, and that the industry 
could meet the program aa outlined by t he Secretary. HoweYer, to 

meet such a progru the aaohine tool industry would have to have 
a definite order eohedule laid out on the table and they would haYe 
to be given an opportunity to work it out with members or the 
machine tool industry. He emphasized that the industry must eee 
the problem in toto, and that the t1ae limitation as to each por­
tion must be speoified. He pointed out, tor example , that at the 
present time inquiries came in from airplane motor companies acme­
whet in this form - How soon can you deliver such and auoh an 
order or machine toolet The hones t answer which was many tiaea 
given to such inqu1riee was "Sometime in 19~11 • He 1nd1cated alao 
thst t he vagueness of t he inquiriea waa not the fault of the ai r­
plane engine manufacturers, as the airplane manufacturer• t hem­
selves d id not hove firm propositions to work on. 

'l'he Secret aey pointed out t hat it waa h1a purpose to bring 
the airplane engine manufacturers, the machine tool manufacturers , 
and Mr. Purvis or the Allied Purchasing Commission, together so 
thst a p rogram such aa Wr. Stillwell proposed could be worked out. 
l.!r . Stillwell indicated he wae sure that was t he proper approach 
and t hat through uae of perauaeive meane only he could get deli ver­
ies from the machine tool industry stepped up in the d1recticn 
whleh would meet the problem. He indicated, tor example, that 
there was no reaaon why the Japanese and Russ i an business could 
not be stalled tor a time. 

Ur. Stillwell emphasized the importance or sitting down with 
Ur . Purvis to d.iscuss the problem, and the importance or being 
given a defin i te picture or the Allied requirements . He said there 
was one question which Mr. PurYia must anawer before the induetry 
could get anywhere with this problea. That question, he aa1d, 
was which do t he Alliee condder acre important (1) delivering 
Planes to Europe or (2) delivering machine tools to Europe. 

The Secretary then aalted Mr. Stillwell it he anticipated ~ 
d1tt1cul t)' wi th regard to shortage• of ak1lled l abor and aYa1lab e 
9lant capacity. Mr. Stillwell aaid he did not reel that alt1lled 
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l e.bor l'ltte a serious problem, but more plant capac! ty would be re-

u! l•ed. Dr. Lubin inquired conoarning the greater utilizati on of 

~lnnts t hrough using more shifts. Cr. Stillwell i ndicated that 

._ulti,.,le shifts \'Jere already in use, but there "'ere some places 

in tne industry where this means could sti ll be used t o increase 

·roductlon . The Secretar y asked him whether the machine tool 

ir.JuGtry would increase its plant capacity i.t the Allies supplied 

t.oe money. Llr . Still well answered in t he a ffirmative , ·and said 

t~erP ~as a tax problem in connection with it which would have to 

be !J.' r.dled satisfactorily • The Secretary indicated that the reo­

res~nt• tivce ot the industry could sit down with Ur. Sullivan • 

Aseis t ant Secretary ot t he Treasury, and he felt t hat mat ter ~ould 

;e ~orked out . The Secretary went on to indicate that in connec­

tion l"i th p019der production, the Bureau ot Internal Revenue had 

-or:.cd out a formula which he tel t the mach i ne tool manufacturer s 

would think was a fair solution of the problem. 

::r. Stillwell went on to say t hat he felt tha t the oroblem 

•ou!d be solved, but it would telte some work t o sell t he· members 

ot t!.e i ndus try on the idea in order to secure the desired step-up . 

:.e • tso r ointed out that new plant construction would not be 

rerlected in increased p roduction tor three or tour months, etc. 

Dr . Lubin ~eked it there were any loose s pots in t he present 

dis tributi on ot order s . Mr. Berna described t he situation a t eome 

lenr-t~ i n order to indi cate t hat the orders in many ins t ances 

~erP not i nterchangeable from one machine t ool company to another, 

cslnG the situr tion ot Pratt- Whitney Airplane En&ine Company as 

rn elmmple . In t his inetance, he said, t he bottleneck involved 

~even OAchine tool compani es which each apeoia117.ed in some parti­

cul~r mnch1ne tool , and Pratt-'.Vllitney felt that there ttere no 

o::t~r cotO!)eniee which could make those particula r tools " i t b equal 

~recision , etc . He deecribed the situation of P s mpll machine tool 

~nufeoturing plant i n Philadelphia which would require an increase 

in nlant capacity to meet this particular situation. 

~~e Secretary asked whether the general problec of the machine 

tool industry would be helped if t he automobile comoanies did not 

co~e out with new models next year. Mr. Stillwell questi oned 

'"".e ther that would be of much help . llr . Berna went on to say that 

t~e putomobile industry took about one- third of the caolune t ool 

indust ry ' s cutout , the el ectrical equipment companies ranked 

second, the mac hine tool i ndustr y iteelt utilized other machine 

tools and the a i rplane industr y came in tor only a small fraction -

3 or ~ oercent - ot the total output . He i ndi cated that it wae 

not the. quanti ty ot machine tools but the kind or machine tools 

required by the airplane engine industry which caused t he diffi­

cul ty , Mr. Stillwell pointed out thnt the automobile i ndustry 

Util ized soecialiste i n machine tool s which wer e peculiar to t he 

Pu tomob1le.industry, and that these automobile engine tool manufac­

turers would not solve t he bottleneck i n which the Secretary was 

interested. 
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(Tho Secretaey told the group that the airplane e~!ftine people 

would be on hand tho next da7, and thh would prortde a b .. h for 

the mnchine tool people to meet thala and work out a prograa jointly.) 

'!'be Secretary aeked Mr. StUlwell 1t he could "cure a co­

plate pi c ture of the order• s ituation in the machine tool induetry 

and bring it to Washington by next MOnday. Kr. Stillwel l felt 

that would be too abort a t1ae but ea1d he thought 11; could be 

done by Wednesdar of next week. 

Ur. Stillwell again pointed out that tho 111med1ate problem 

was a mat t er of awitc~ order s on the books. Captain Colline 

suggested that priority lieta might be worked out giving preference 

first t o domestic ordere, eecond to the Alliee, with Japan and Ruee1a 

way down t he liat. Mr. Stillwell indicated there would be no 

diff i cul t y if such a list could be developed. 

The Secretary pointed out that an embargo was placed on 

colybdenum and raised the question of t he adviaabil it7 of adding 

an embargo on machine toola. Kr. Stillwell said it could be done 

quietl y by pasl1ng the word around. The Secretary indi:cated that 

colybdenum was handled openlr. Mr. Berna raised a question about 

att endi ng some foreigners whom he felt were a grea t help to the 

i ndus try in 1932. Ur. Stillwell disagreed and said he thought 

t he problem now was to help the Allies win the war and he did not 

worry·about offending the oustomore who helped the industry in 

1932. 

Ur. Stillwell said the machine tool i ndustrr would have t o do 

the same t hing the airplane industry bad done in avoiding ealel 

to certain countries. He indicated that it would be of .uch help 

1! he had a letter from the Secretary. He said tho letter would 

not be publiehed, but be thought nevertheleee it would be helpful 

i n deal i ng w1 th aome of what he called the •rugged ind1T1duale1 

i n his industry. He euggeated that tho method used ehould be 

persuasi on, and he felt th1a was a much better way of handling the 

Qatter than by ordering the meabere of the i ndustry to do eometh1ng. 

Caotain Colline eaid he thought an effective way of handling 

the problem wae b7 means of prior1tiea, ae ueed during the(laet 

war , suoh as (1) American industry (2) Prench and Britiah 3) 
South American (~) Rueaian and Japaneee. On this baeis he felt 

that Ruse1a and Japan would not get anrth1ng for a long tiae. 

Both Ur. StUlwell and Mr. Berna felt that auch an arrangeaent 

could be worked out 100 percent. '!'he Secretarr allg8eeted that 

member s of t he industry not be asked to canoel any ot the order• 

but just to etall thea. 
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ur. Berna eaJ.d be lla4 one Ul1ng to take up with Ill". Punta 
which was that he lain ot two o .. ea where the rrenob bad not pa!d 
on t ime . The Seoret&l")' 1n41oated the)' a1gbt h1t Ill'. Puma b.er4 
on a nything • 

Ur . Bt1llwell went on to e~bae1ze ega1n tbat lt was not 0111)' 
a ;>resent ewi toh1ng ot orders wh1cb needed to be 4Dne, but tbat a 
longer progr&ll of requ1reaenta should be 4etel'll1ne4 1aae41atel)' 
and circula ted to the aach1ne tool industry. The Seoret&l")' eald 
that the airplane engine people would be on hand the next da)', 
which would furnleh the machine tool represantat1vee an opportunit)' 
to hear t heir story. The Seoret&l")' in41oate4 that the airplane 
engi ne people aigbt &leo have eoae hard th.in&• to 8&)' about tbe 
u chine tool people. llr. Berna co•ented that the)' could take it. 

The Secretary indloated that he tel t the .Al.l1ee should p&)' 
to r pl ant ~xpanaion and not the doaeetic lnduetry. In reeponee 
to a tax ques tion, the Secretary mentioned again that Mr. Sullivan 
would talk tp the industry representatives before they left . 

The meeti ng adjourned t.-porar1ly to Awalt the arrhal of 
!Jr. Purvis who wae expected shortly. 
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OONFIDElfTUL 
INTIEit OI"'"'CC CONNUNICAT10N 

DAn: January 30, 194o 

nthau 

_.. 
~bJeot: Devel the High-Grade Securities l!arketa 

SUliiW\Y 

(1) Domestic high-grade securities markets registered 
minor weaknesses last week, The average yield or all 
long-term Treasury bonds i ncreased by three basis 
points (Chart I), while the average yield on high-
grade corporate and long-term municipal bonds increased 
by one basie point. 

(2) 

(3) 

(4) 

Last week, nine local housing author! ties sold $34- mil­
lions or el.x-month notes under the sponaorebip or USHA 
at pri ces to yl.eld Juat under .~ percent. A day or 
two prior to the offering or these notes, the State or 
Uassaohusetts, without a Federal guarantee , sold $3 
millions or one-year notes at prl.oes to yield just 
under .07 percent. 

The December 31 condition statements or the ten l arg­
est banks outsl.de or New York Ol.ty showed strl.kl.ng 
differences in the way the tunds or these banks are 
invested (Charts II and RI). The Uellon National 
Bank or PittsbUrgh held cents out of every dollar 
or its deposits in Government securities{; while the 
First National Bank ot Boston had onll' 1 cents per 
dollar or deposita so i nvested. 'I'ald.ng oaeh and Gov­
ernments together, the Usllon National held 100 oenta 
per dollar ot deposita in these two classes or assets. 

De.ta on changes in the holdings or public debt secu­
rities since 1931 bring out 1.n bold relief one ot the 
most important developments in our eoonooic picture 1n 
recent 7eara - the growing inati tuticna11zation or 
investment. Banke and large l i fe insurance companies 
have, together wi th the Federal Reserve banks, J'ederal 
~noiee and truet tunda, absorbed $24. 5 billions, or 
115 peroent of the total l.norease 1n the direct am 
guaranteed debt during this period (Charts I Y and V). 

(5) Prioea or British and J'renoh Government eeourit1ea 
were praotioalll' unchanged last week. 
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I . DoMe tic Seour1 u .. llarketa 

High-grade aeourit7 marketa in the United Statea regia­tered minor weakne ase a during the week ended Konda1, Januarr 29. '!'he avera~ 7i eld ot all long-tera treasurr bonda -- ~~C?ins inversel7 to prioea - inoreaeed bl three bade pointe during t he week, oloai ng on Konda1 at 2.33 percent (Chart I), !be average yield ot bigb- grade corporate bonda and tbi anrage yield ot twent7 20-7ear 111Un1oipal bonda cban~d enn leu, both averages increasing b7 one baaie point. 

The volume ot new long-term security isauea publicly or­tared in the New York market last week was eaall -- the saall­eat in two and one-halt monthe, according to the NeW- York Ti .. , tabulations. Investment intereat centered on the otter1ng ot approx1matel7 fll millions ot Pennsylvania Water and Power Oo~ pany 3-1/~ percent bonde due in 1970. These bonds, ottered at 105, were aold immediately, and comma.nded a tracti onal premium in the market on the daY ot orter1ng. Municipal eecurit7 ot­t eringe, with the exception ot abort-term issues and revenue bi lla, were limited to a.-11 amounte ot intermediate- tera ob-11gat1one, 

Corporate stock tinancing pla7ed an i .mportant p~t in the week's new aecurit7 otter1ngs with the issuance . or fb millions ot Lookbeed Airoratt common stock. The issue, it is reported, was oversub1cribed tive times. Tbil ie the eecond time in twelve months that the company bae undertaken new tinancing. Net proceede ot the eale will be appiied to new ccnstruotion, purchase ot tactoey equipaent and macb1neey, and to the denlop­ment or new airplane model• . The ayndicate was headed by Blyth and Company, Inc. and G. M. -P. MUrphy and Company, and included Emanuel and Company, among others. 

Among the intereating market developments ot last week • as the sale b7 the RJ'O to two banldng houeee ot f20 millions ot 3-1/2 percent Philadelphia Ge.s Revenue oert1ticat .. at 103. These securities were acquired at par by the RJ'O only last July, halt ot the 1aaue being taken by the Corporation, and the remainder by Philadelphia bank e. · 

II. Local Housi ng Author1tT Motes 

On Tbur1da7, JanU&rT 25, it was announced that a qnd1-oate ot eix New York banka headed by the Ohellical Bank and Trust Company, purohaeed t34 million• ot local housing author­ity temporary loan notea at pr1cee to yi~ld Juet under .~5 percent. Tbie wae the 18Cond group ot such not .. ottered 
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under the 1ponaoreh1p ot the United State• Houaing Authoritr. 

The prerloua lfl'O\UI, Wbioh aggregated t5o a1111ona, vaa ottered 

on Nonaber 141 1939, a1: prioea to Tield Juat llll4er .6o P81'­

oent. CheaioaJ. alao headed the previoua 1711dioate, llh.ioh waa 

ooapoaed ot a DAtion-vide group ot 52 balllta, however. 

The repa,aent provieion• ot the loo&l hou•ing author1tr 

no tea are tuoh, it will be recalled, a a to aake thea guaran­

t eed 1D etteot b7 the United Statea. !her are ••cured b7 an 

lrrevooable agreeaent under vhioh the United Statea Hou1ing 

Authority agreea to make ava1labb at the Federal. Reserve 

banks three da71 prior to the aaturit7 ot theae notes an 

lll:lount ot tllnde equal to the principal and intereat thereon. 

The notee Juat 10ld were offered b7 the looal houaing 

authoritiea 1D nine oitiee. It ia interesting to note that 

A de7 or two prior to the ottering ot these eix-aonth notes 

the State ot Kaaaaohuaetta, without a Federal guarantee, eoid 

$3 m1ll1ona of one-rear notee to the Bankere 'lruet Ooapanr ot 

New York at prioea to 7ield Juet under .07 peroent. 

III. Ooa~sition of Aeaeta of Banke 
uta14e or Rev York Oitr 

Analreie of the Deoeabar 31, 1939 condition atateaents 

or t he tan largeat banlta outside of Mev York OitT ahowa atrilt­

ing ditferenoea in the way the funds of theae banlta vera in­

vested. Chart II ahova tor each or t heae banlte the dollar 

aoounte or their prinoipal asset items held on Deoeaber 31 -­

cash, United States Governaent eeouritiea, other securities, 

and loans. Chart III above theae aame item• expressed in 

terms of t he nuaber ot oent1 per dollar ot deposita vbioh eaoh 

asset repreaenta. The charta el.ao ehov, tor purposes of oo,.,_ 

par1aon, the e&llle data tor all weeltlT reporting aember banlta 

outside of Mev York Oitr. 

The charta illustrate the aharp ditterenoea, both abso­

l ute and relative, that exiat 1n the voluae ot holdinga ot 

United Statee Govarnaent 1aouritiea and oaah. !he Mellon 

National Bank of Pittaburgh, 1t ia noted, held the equivalent 

ot 100 oenta out of ev•rr dollar of ita depoait• in theae 
asset~ ooabined. !he Banlt of Jaerica on the other hand1 held 

onlr .. 6 oente per dollar ot depoaita in Governaent aeourui .. 

and oaah. A larger proportion of 1 ta aneta vae held 1n other 

securit1ea and loana - the equivalent ot 11 oenta per dollar 

ot depoeita 1n other ••our1t1ea, and 48 oanta 1n loana • 
• 

Jaong thl 1nhrllt1ng variano•• bltveen banka brought out 

1n 1 thl d1tt1:reno1 1n proportion ot d1poa1t1 held 

1n Gov•rna•nt uou:ritiea. Mallon •at1onal hlld 
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64 cents per doll&r or deposita in Governzenta, while i'irat 
llation&l ot Boston had onl;r 16 oenta per dolla.r ot deposits so 
invested. The latter bank and the Philadelphia National, how­
ever, each held more than 50 cents per dollar or deposits in 
cash. 

It ie interesting to note the small proportion or loans 
held by some ot the banks shown on the chart. Five banks __ 
Mel lon National, Continental Illinois, Northern Trust National 
ot Detroit, and Philadelphia National -- eaoh held le~s than 
15 cents per dollar or deposita in loans. This comparee with 
loens equivalent to 2g cents per dollar or deposits held b;r 
all weeklt reporting aember banke outside or New York CitJ. 

IV. Who Bas Absorbed the Increase 
In the PUblic Debt 81nce 1931 

Between June 30, 1931 and June 30, 1939, the direct an.d 
~er&nteed interest-bearing public debt increased bt nearlt 
~29 billions. Charta IV and V have been constructed to show 
which olasse s or investors have, on net balance, acquired the 
debt i ssues representing this increase in the public debt on 
(l) a cumulative basi s, and (2) an annual basis. 

The charts bring out in bold relief one or the moat im­
portant development s in our economic picture in recent years 
-- the growing institutionalization or investment . The pri­
ury "saver• -- the individual who saves out or income and 
1nvests hie aavinge directlt in securities -- eeems to be no 
longer an important source of investment tunde, at least i n the 
case ot gilt-edge secur·itiea. The reall;r important purchasers 
or gi lt-edge securities have come to be institutions-- pri­
=lly banks a.nd large lite insurance companies. These insti­
tutions, it is noted, have, together with the Federal Reserve 
banks and Federal agencies and trust tunds, absorbed some 
~24.5 bi llions (g5 percent) of the increase in the Government 
debt since 1931 (Chart IV). 

"All other holders", on the other hand -- a category which 
1ncludes, in addition to individuals , such investors as lite 
insurance companies other than the th1rty-eeven tor which we 
hnve tigurea , tire and casualty inouranoe companies, financial 
corporations other than banks and insurance OO!JIPSnist~ indunle­trial corporations tiduoiaries and trusts - - have en o 1 
$4,3 billi ons or the increase in the public debt during this 
Period. Their absorption has been equivalent to onlt 15 per­
cent or the aggregate increase in the debt , or 20 percent or 
the aggregate increase i .n the privatelY held debt (i. e., ex­
cluding that absorbed b;r the J'ederil Reserve banks, Federal 
agencies and trust tunds) . 
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The real. lignitioanoe ot thue tiguru - or, to put it another war, the real insignificance ot the d1reot operation• of the ind1Tidua1 1 1&Ter• 1J1 the oapital. urltete ot the l&et eight rear• -- appea.re when 1t 11 r•eabered thU iuuere other than the United Statu GoTe~ent and 1te agenoiu haTe in the aggregate, ra1eed no new aoner on net balance, during th11 period. • Praot1oallr all new lnTeetllent tunde, it 11 eTident have been channeled through i n.titutional. inTeetllente during ' recent reare. 

It ie intareatiag to note (Chart V) that the olauee ot holders abeorb1Dg the inoreaee in the debt haTe d1ttered aP­pr eoiablr in t he Tarioue reare. 'l'hue banlte, which aade large net acquisitions ot GoTerumente i n U117 ot the reare ooTered, ectuallr d1epoaed ot GoTernaente, on net balance, in the t1eoal r ears 1937 and 1938. Insurance oo.paniee ude net aoquieitiona in all rears ooTered, but their purchaaee were concentrated in 1935, 1936, and 1937• 10ther holders• d1epoeed ot aarltet ie­eues of GoTernaente, on net balance, in 1935, 1938, and 1939, but offset these d1epoaal.a i n 1939 br acquieitione ot United States saving• bonde. 

The group oalled 1 Federal Reaene banks, Federal agenciee and t rust tunda• aade eubetantial nat aoquieitione in all reare covered. In 1932 and 1933, the acqu181 tione were made pr1mar1lr b:r the Federal Reeene banks, while in acre recent rears, ther vere made br the Social 8ecur1 tr trust tunde. 

v. roreign 8ecuritiee Karltete 

The prices of British GoTernment securities wer e praoti­cau,. unchanged during the paet veelt. British 2-1/2 percent coneol s held their gains ot the weelt preceding, and the price at t he oloee on Xondar, Januarr 29 (73-3/4) was five pointe above t he price at the beginning of the aonth. 

French GoTernaent• were alec quiet last veelt, the price ot the 3 percent perpetual rentee rema1ning praot1callr sta­t1onarr. In oontraet to Britieh eecur1tr price aoveaente since the beginning of the aonth, boweTer, the price of rentee at the close on Xondar (74. 25) vae acre than two po1.nte below the leTel 
r eached at the beginning of the aonth. 

1 See our aeaorandua ot June 5, 1939 entitled *lo lev i on•r 
(Net) Raieed br 8eour1t1ee Ie•uee, 1933-38, ~oept fbrougb 
United 8tatee Obligatione.• 
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January 30, 19llo 
12:36 p. ll. 

John L. 
Sul l ivan: Hello . 

lll>!Jr: John • • ••• • 

S: Yea, air. 

ID!Jr: Mr. Purvis is 111 tt1ng here at my deak. 

s: Yell , e1r. 

KI!Jr: He said a a a n trom the Atlas Powder Colllptlny, 
German, ill nov over in the Bureau vi tb a Mr. Riley 
on a olosing agreenent or on a ruling. 

s: Yes. 

HMJr: And be said - - Purvis 11aid 1t' e along the exaot 
linea that you vant it . 

S: Yeo. 

H!!Jr: Nov he said, if t he Bureau oould aot qu1oltly on it, 
that would be a formula and then he oould go ahead 
very rapidly vith the - - v1th the other, and he 1 11 
blocked everywhere el11e. Could you call up Riley 
and poet youraelt1 

S: 

!ll'.Jr: 

S: 

m~Jr: 

S: 

HMJr: 

S: 

HV.Jr: 

S: 

Yes , air. Do you want me to oall you baolt't 

No, it v111 va1t until tvo o •olook. But he's over 
there nov and 1f thie 111 what ve talked about thU 
morning ... ... . 

Th&t•a r1gbt . 

•• •••• then there vould be no rea11on to 11tall would 
the ret 

No. No. 

Well, you poet yourself, you aeet And-- eo that 
by tvo o 'olook v hen ve aee you ve knov vbat kind 
of propoaal Atlas does bring 1n and whether 1 t •a 
the lt1nd of thing t hat ve oan go along v1th. 

Rigbt . 

\'hank you. 

\'hank you. 

314 
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Januar7 JO, 1~ 
2 :)3 p .m. 

Operator: Go ahead, 

Outside 
Oper ator: All right, •~ . Rentschler. 

HJ.!Jr: Hello, Hello . 

Gordon 
Rentsdller: Hello, Renr7. 

m:Jr: 

R: 

R: 

!!14Jr: 

R: 

HJ.!Jr: 

R: 

Yea. 

I juet wanted to oheck vith ,.cu. You, ot course, 
knev about Don Brown paee1ng out. 

Yea, I vaa very aorrr to hear ~bout 1t. 

Yea, it's too bad. It vae a bleea1ng, reallf, as 
it turned out, Henr7. 

Yes. 

Nov, Fred will be available any time atter th1e 
afternoon. Nov, vhat are your plM& tor tomorrow 
or 'l'huredar. 

No, I oan't do it because I ' m not ready. 

Ob, I see. 

315 

P..!Jr: ~t I am t h1Dld.ng ot doing 1B 12111: 'l'he poBBibili t7 
ot being in Hartford on :~ondar. 

R: 

~!Jr: 

R: 

Hl{Jr: 

R: 

HJ.!Jr: 

On next Monday? 

Yeah. 

I aee. 

That ' s What I have in mind. 

Ye e. But rou have no program betore that? 

Not to go to Hartford, no. 
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R: 

HHJr: 

R: 

HY.Jr: 

R: 

ffi!Jr: 

R: 

~.~Jr: 

R: 

J-C.!Jr: 

R: 

H!!Jr: 

R: 

F!I!Jr: 

R: 

Ht.!Jr: 

R: 

Hl>!Jr: 

R: 

!!Y.Jr: 

- 2 -

Yeah. Well tlwD -- or tor him to oome down to eee 
:rout 

No. 

The reaeon I ' m obeok1ng on it 11 de~end1ng on hov 
hia v1te 1e he ma:r get on down to Flor1da aga1n. 

No • •••• 

The:r let her out ot the hoap1ta l down there, 

Well • •• •• • 

She 's baok home, · but he doeen• t know What the next 
ate~ ie. 

Pratt 

316 

Well, we 1 ve aeked/and Whitney through Oa~ta1n Ooll1ne 
to have somebody here t he t1ret thing tomorrow morn­
ing. 

Yes. 

I don't know who t hat requeet went to but to have ••.•. 

That ' • right, Gene W1leon hae that and that will 
be done. 

Well, t hat -- t hat•e the first th.1ng, 

In add1 t1on, the r r enoh fellow• are all planning t o 
be up there tomorrow. 

Where' 

At Pratt and Whitney. 

I doubt 1t, 

(Laughe) Well .... .. 

I mean •••• • 

••••• • I mean __ t hey vera Just in here t
1

r:rtngt to aee 
whether they oouldn' t get their penaiee ona o go 
up there. 

Wall, I don ' t Jmov what French fellow• you mean. 

Regraded Uclassified



R: 

!!l!Jr: 

R: 

P.l'Jr: 

R: 

!!l'Jr: 

R: 

n~!Jr: 

R: 

fll·!Jr: 

R: 

H::Jr: 

R: 

:1 : 

RJ.!Jr: 

HJ.!Jr: 

R: 

!!l!Jr: 

R: 

317 

- 3 -

Well thls is Oantain and a lot of other 
fellows whose names I oan•t pronounce. 

\l'ell that may be perfectly poeeible, but the head 
fellows are all down here . 

Oh, they ' re there . 

Yeah. 

Yea. 

But that ' s - - the t hing I - - What I'm work1ng at 
is Vilson will be here, and Whoever else. 

Yes. 

And then I ' m thinking of -- of spending !!onday at 
Hartford, 

I see. 

Now., . , • 

This special meeting with you and Fred t hen is not 
in a hurry at the present timet 

No, because I oan't get to Hartford before then, 

Yes, fi ne , and you can' t take it up in Washington 
before. 

no, because we're doing t hil tool t!:Jlng first . 

That ' s right. 

I believe • • , • •• 

Now then , in ccse he has to go on down t hen I ' ll • • • •• 

Let him go. 

. . ... . - - I ' ll. with him for you, 

Let hlm go. 

Yeah, then I'll vorlt with you on it, HenrJ• 
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:!l!Jr: 

R: 

h1!Jr: 

R: 

:."" !Jr: 

fr.! Jr: 

!\ : 

H:~Jr : 

R: 

- 4 -

'l'hat • s all right . 

But I ' m going to stay here . I ' m giving up any 
idea of holiday until we ge t all of these fellows 
in the olear . 

I aee. 

So I'm goi ng t o be right her e . I may not be in the 
bank • •••• 

Yes. 

• •.•. • but I'll be up at MY nlace or I may be down 

318 

in the country working With aome of these other 
fellows . But I'll be available it you want anyt h1nff. 

Thank ynu so much. 

All right, Henry. 

Goodbye . 

Bye-bye. 
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HMJr: 

Operator: 

0: 

HJ.!J r: 

SuMer 
llelle e: 

m.!Jr: 

W: 

ID·!Jr: 

~~: 

!C·!Jr: 

ll: 

ID!Jr: 

W: 

HMJr: 

~1: 

HMJr: 

II: 

Hello. 

JUIU&J'7 30. 1~ 
3:23 P••• 

319 

The F1nn1eh Minister wae with Mr. Welles and he '• 
going to call you baok. 

Thank you. 

Right. 

Hello. 

Hello, Henry, 

How are you' 

How are you? 

Fine . 

Many thanks tor your letter. 

Oh, 

3:54p.m. 

Whioh I reoe1ved while I wae away. Incidentally. I 
hope when you leave next month you 1 11 have better 
luok than I . 

Well , I .. .... . 

I • ve never known a filthier two we eke anywhere in 
my Ute . 

Why? 

Why it wae a s ool d as Greenland. 

for heavens • sakes. 

And a north Yind blowlng that made you feel ae if 
you were standing at the oorner of St. Patrick'• 
Cathedral in a llaroh day in Mew York. 
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!!1-!Jr: 

W· • 
HHJr: 

Ho ...• 

II: 

H!'Jr: 

II: 

h'Y.Jr: 

li: 

!!l!Jr: 

W: 

~~Jr: 

\1 : 

h'J.'Jr: 

- 2 -

Well, I don•t -- oan•t i~gine anything vorae, 

Oh, it vas horrid, 

I'm calling up about Colombia, 

Yes . 

I made the suggestion - - I didn' t -- on Monday· I 
didn't knov you were back and then I vas told You 
vere baok, that we try once more to get them to­
gether as a last effort . 

Fine. 

Now, 1'raphagen is w1111ng, I don't know Whether 
the Colombians are or not. 

\I ell now, the Coloobi an Ambaeeador is waiting to 
see me now, 

Oh, 

320 

And Duggan or Berle , I forget, one of the two, told 
me about t his. 

It would be Berle. 

And would you like me to put it up to hio? 

Yes , I mean, my thought 18 th1a: We ' ve been fool­
ing around with ~~is t hing for three months nov and 
I asked Traphagen whether he vas V1ll1ng to come 
down and just sort of eveat this t hing through v1th 
the idea of yea or no and we ' d sort of ucpire 1t, 
and he said he 'd be willing to. 

\'Tall I think tt• e a good idea. Of course , I th1nlt 
the - - the r eal sweating, Henr y, comes i n our sit­
ting down together ae you and I have agreed from 
the beginning and being V1lling to sit, if nece esar;r, 
for 12 or 1~ hours. 

That '• What I suggested, and that they just keep 
sitting until t hey -- they osn call -- t he Colombian 
can oa.ll h1a President and Mr. rraphagen can call 
hia committee on the phone and they just get down 
and quit t h1a stuff at -- at are• a l ength, 
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• 
\1 : 

Hl!Jr: 

il: 

HMJr: 

~i : 

E 'Jr: 

m:Jr: 

\1 : 

m~Jr: 

II : 

h""" ~Jr: 

U: 

fO!Jr: 

W: 

~!Jr: 

321 
- 3 -

Tell me, what would your idea be that bot h of thea 
oeet in your office first and t hen adJourn and 
have their talks or •••• •• 

Yeah, they can have • • • • • 

•• • ••• - -or first meet and t hen sit with you' 

Well , I ' m only here Thursday. I' m going up Thursday 
night with the President. 

Yeah . 

I ' l l do 1t -- I ' d put it up to the Coloobi an 
Ambassador, they oould neet here a t eleven v1th 
you and Jeeee and myself and then adJourn and we 
oould see them again after Cabinet. I understand 
they are going to have Cabinet Thursday - or they 
onn meet first, either way. 

What t i me ie the President leaving? 

Thursday night. He usually leaves around midnight. 

!Udnight . Well , my suggestion then would be that 
you have your meeting with t hem first . 

Right. 

With the possibility of their meeting again with us 
in the after noon after Cabinet meeting. 

That ' s right. They oould oeet here at eleven. 

At eleven' 

Yeah. 

All right, Henr y . 

Nov I ' ve refUsed -- Cotton hae tri ed hie beet to 
get me to eay that I'd put th6 pressure on t hem. 
I ' m not going to put any pr seeure on t he m. 

I quits agree. 

I mean •••. .• 
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\1 : 

'll!Jr: 

<1!Jr: 

'.: : 

!i'! 'Jr: 

~I : 

!f'Jr: 

!l! 'Jr: 

~:~·Jr: 

- ~-

I think any idea of t hat kind ia absolutely fantas­
tic and would be fatal to everything that we ' re 
trying to do, 

l·lell , I refuse to put any pressure. 

I ' m very glad. 

And we ' ll do 
t hr ough. 

1'/hy is that? 

I want to do t his one and then I ' m 

Oh, well -- did you get a co~ of "~:V letter to l!r . 
Hull on Brar.1U 

\I ell, you sent it to r.~e . 

Yes. 11ell , that explains it and I don ' t '~ant to-­
I mean, for reasons I don ' t knOlf the Department 
didn ' t want t he Treasury in on t he Brar.ilian t hing 
and I t hink •••••• 

Hell Henry, there 1 s some some m1 sunders tanding, 
soMe r.~1sapprehens1on there . 

llell, no. It ' s - - it ' s a long story and .. ... 

Wha t ••••• 

And I-- and I ••••.. 

tlhen I see you I can -- I oan tell you what t!te 
raote there are . 

And I -- I' ve told t he President t hat after t he 
Colombian t !ting is through to leave 'liB out. And 
I ' m atraid I ' m not going to change, Sumner, on 
this one . 

~fell, I t hinkthat would be a very serious blol·r be­
cause it this t hing works t het's the way then to 
handle it . 

No, I'm through. I can' t - - I can' t have ~appen 
to me what ' s hao~ned in t he last couple o. months 
what happened before . It hae nothing to - - I ha•• 
no oompiaint against you personallY but there are 

322 
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- 5 -

people in the Department Who detlnitel:r don ' t want 
me to haYe anything to do with th11 thing and I oan•t 
tight the State Department pereonnel. 

~1 : No, but I ' m perteotly prepared to do that . 

11!-!Jr: Yeah. Well, I can't and evidently they oan ' t be 
controled. 

W: I 1m perteotly prepared to do that. 

'I" J r: We l l, I -- I • • • • .• 

lf: Well , let me haYe a chance t o talk to :rou about it 
anyhow and let ' s try and get thl• thi ng to work, 
beoause I think it can. 

!!J(Jr: Well , you let me Jmow atter t he Colombian goes . 

t/: 

!NJr: 

W: 

11!-!Jr: 

W: 

Rl~r: 

W: 

m•Jr: 

W: 

HMJr: 

Y: 

l!lo!Jr: 

lf: 

HMJr : 

All right, Renr:r . How late will you be a t the 
ottioet 

Wel l, it I ' m not here-- 1t •• •••• 

Well, suppose I lea YB word at your ottioe tomorrow 
morning! 

That ' e all right . 

Beoause I ' YB got a - we bavs people ootrlng 1n atter, 

'1'ha t • e all right, 

And I' l l maks t hem t he euggeetion that the:r meet 
in your ott1ce at eleYen ••• ••• 

Right . 

,, ,, •• With the poeeib111t:r ot meeting again later 
in the a t ternoon. 

. 'l'hat ' • r i ght. 

All right. Fine. 

'!'bank you. 

Ooo4b:re. 

Ooo4bye. 
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STRICTLY CONFIDENTIAl \ ' 
TREASURY DEPARTMENT 

DAft 

.,..,,. Mr. Ooob.ru 

In aooordanoe with the 111otruotiono rtnn 111 thrO\I&h LleutiiiiUit llol:q, 
t here val a aootlJIC held 111 Aaohtut S.orotaey Oaoton ' o ottloe thh at\e,.._ 
noon , atton41d 'bJ Kr. G&eton, Kr. Barril, Oaptaln Pul.eoton, Co.....,der !bo.piOil 

"""' .,. .. u. 
It vae deolded that, u the tlrot otep. ln the 111netlpt1on, Co....Ur 

'i'hO"l!IOil ohould co up to llw Torte tolll&ht and set lll t ouch vlth tho Cuato• 
.~&ento t here, who have been vorldDc on t hh Mttor Wider Xr. llerrlo' lllltrw>­
tlono, and allo with the Collector of tha Port. J.fhr Co-..der !boiiPIOII 

report• baek here ve ehall give :rou our ideal 111 reprd to the ....,..r lll 
WJ.ch turther lllqUl.rlee ohould be conducted 111 Mexico and po11lbl7 the 
Canal Zone. 

I han gln.n Oollllllallder 'l'hoi!P•on cophe ot t he portlnont memoranda. 

Regraded Uclassified



'• TREASURY DEPARTMENT 

TO SecretarT llol'pnt~ 

Mr. Cochran C 0 N F I D E NT I A L 
'l'he toreip acllu.p -.rltet vu vi thou~ tea me tob.Y, Atter op•D.i"C 

at 3·99-3/4, oterli~~& fluctuated v ithiD. a narrow ran&e until late in t~ 
ntt ernooD, then eued to cloee at 3 · 99-3/8. 

Salle ot epot eterll~~& b7 the tour HpOrt1n& baDitl totaled 1.157,000, 
froa the tolloviDC oourceo: 

Purclwoeo ot epot oterlill« o.IOC>UDted to 1.233,000, ao iDdicated below: 

»1 commercial concaru•••••• • • • • •• • • •• • ••·•·••••·· · ····' 188,000 
»y toreip banka (lurope aDd 7ar laat) • •••••• • • •.•... ,, 45,000 

Total • . •• , 233,000 

'l'he follov in& reporti11g banke oold cottoD blllt totaling ' 72,000, to the 
! r i thh Control oD the baaia of t he official r ate ot 4,02-l/2: 

' 33,000 by t he NatioDal City Bank 
211,000 by t ho ou..rutr Trutt Co . 
11,000 by the Clwot National Bank 

' 72 ,000 To tal 

'l'he othe.r hoportut currencieo cloted aa t ollovo: 

French france 
lluildere 
SVite fraD.Ct 
»elga& 
O~an dollert 

. 0226-1/2 
· 5309-1/2 
. 2242-1/2 
.1697 
12-3/~ diocount 

We eold $100,000 i n gold to the National »&D.lt ot »elciwa to be added to 
ita tarll&l'ked account. 
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'!'he J'aderu Reaene llanlr: of !lew York reported tbe !ollovi~~& shi pll8llh ot 

&Old: 

$ 1<,025,000 from llorvay, shipped b;y the :BN>k of l!orvay to the Federal Reaene 
:BADk of De,.....k, 

3, 696,000 country ! r oe vhi ch ohipped unla>ovn, eonolped. to the Federal a .. arTe 
llaDk of lilev York, to be earurked for account of the liaUow llaDk 
of Danark, 

2,351,000 fro• Canada, shipped b;y the :BADk of Canada, Ottava , to the J'ed.eral 

· Reeene :Bank of llev York, !or oale t o the U, s. Ase~· Offi ce . 
2 ,256,000 from EnglNid , shipped b;y the :B&J>k of i~~&land t o the Federal Reoern 

:BADk of »ev York tor a ccount of t ho Sviso »aUonal :Bank, 

56'1,000 fro• lln&land, shipped b;y t be :BaDk of llnglNJd to the Federal Reoeno 

,..,...,=,.....,.= :Buk of »"" York for account of t he li. I . S. 
$12,392,000 fotal 

~. dispoaition of t he ship£ente f rom l!orvay and England i o unknown at t be 

present time. 

'!'he State Department torvarded to uo a cable otaU~~& that tbe follovin,; 

ahip::>ente vould be made f r o• lloDbay, India: 

$ 2,239,000 repreoenting tvo ohipmento b;y tbe liational Ci t y :Bank, BoDbq, t o 
the l!ational City :Bank, !lev York, 

929 ,000 ohipped by the llationel City :Bank, l!o11ba,y to tho American Truot 

Company, SN1 Francloco. 
525,000 repreaentin& tvo ohiplllento by a French baDk to t ho Chua llaUonal 

:Bank, »ev York, 
347,000 repreoent1ng tvo ohipmento by an Australian bank to the l!aDk of 

California , San J'rNJciaeo , 
315,000 ohipped by a French bank t o tho French Al:>er ican l!aDking Corpor ation, 

!lev York, 
297,000 a hipped b;y the Nether lando 'l'rllding Societ;y to the Chue Natiow 

1rr.-1=,..-,:= :BaDk, San Francheo. 
$ ij, 6"..,2, 000 fo tal 

Ot tbe above ohip~~~enta , tholl arr1Y1Jl6 at SN> FT..,chco will be cold to tho 

U, S, Mi nt t here , and t hooe conai gned to l!ev Yor k will be oold to the U, S, 

Aaaa,y Office. 

On tho report of January 211 receh ed from the Federal ReoerYo :Bank of 

l'cv York , gtnng t he foreign azchange pooltiono of banko and bankero in ito 

41otriet, the total poai tton i n all curronc1eo vas ohort tbe eqniYalent of 

$20, 611 , 000, a deereaoe of $453,000 in the ohort pooition. fhe not cbangeo 

i n p osition• are ao follovo : 

CONFIDENTIAL 
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Slllll! POIII!IOI 
JDIWIY 11 

~lami 
!W'ope 
C.-la 
Lati.n .borica 
Jeprm • 

. Other .t.eia 
All Othero 

Total 

• 9 . 914 ,000 
1. 567,000 

54,000 
377,000 

"•'''--'•000 
000 

• Includeo Iorea and V~eburia 

Sllll! POSifiOlf 
Jut!AaY 24 

nmu•n m 
Slllllf POSI!IO. 

$ 9 .979,000 
7. 350, 000 

79,000 (LoDC) 
238,000 

2,517,000 
576,000 
30,000 

$20 ,611,000 

• 65 ,000 (IDcreaae) 
217 ,000 
163, 000 
139,000 
36.000 
12,000 (IDCr ... e) 
2S,.ooo {IDCr•aa•> 

' 45 ,000 

'l'he prieeo fixed for 1pot ami forward 11lvor in Lolldon UDdervent .., 

abrupt decline toda,y on emall local 1peeulat1Te and IndiaD oelliD«• .t.t 
21-lfl6d, the 1pot price vao off 3/4d, while the forward quotation declined 

to 20-15/16d, off 13/16d. The U, S, equiTalento vera 37.87; and 37.41; 
reopect1vely , 

In Bo=b~, tha ei1ver quo tation continued to decline and the U, s. equiv­

alent of toda.Y'• price vaa J 9.o6tf , off about 3/Sf • .t.ccordinc to a !!eutero 
deopatch froro llombq ll!lP•arinc on tod&¥'• Dow Joneo ticker, the Reoorvo :Bank 
or India 1t purchaaing eilvor from the llaoaaro in order to preve.nt .., undue 

depression of t he price of oilver in the :Bomb~ market. It io UDderotood, 
t he Reuters deopnteh notu, that tho !!uervo l!aDk hao boucht back over 
6,000,000 ouncea of ailver &&&!nat oaleo onede at an earlier date. 

i!&ndJ' and l!arl:wl'• and the freaaur7 1 1 price tor foreip oilver were un­

o~ at 34-3/4; ami 35; reepectively. 

We made 11x purchaaea o.f 11lver totaline; 506,700 ouneea under the Silver 
Purchaoe Act. Of thia amount, 222 ,200 ouneeo repreoented oaleo from inventory 

by t1<0 rof1Dinc companiea and the reoaalnint; 254, 500 ounceo conoisted of new 

production fro• foreign countrieo , for forward delivery. 

We aloo purchaae4 125,000 ounce• of oilver fro• t he :Bank of CIUIOda UDder 

our re~lar monthly agroe110nt. 

CO NFIDENTIAL 

• 
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TREASURY DEPARTMENT 

INTER OFFICE COMMUNICATION 

DATE J&:n1&1'7 JO, 19'1<> 
TO SeoretarJ ltor&"Dtbau 

llr. CoobrN> ST RICTLY CONFIOENTJA L 
llr. 7letcher warren, tho rorelgn SerYlce Officer ln Aeelatant Secretary 

~eoaerom lth 1 e Office i n the Department of S~te wbo attende to eontra­
eaplo~ and related 1nTeet1gatlono, telephoned .. this noon. He atatod 
thot the State Departaent had not ~t inetituted N>Y 1DYeotlgatlono ln tho 
llni ted Stat eo w1 th reopeet to the ohip101nt o deotlned to Ruoola wbich are 
1>e!ng tranoohipped at ltexioan porto , parUeularl7 llan1&111llo. He oald 
tU.t it tho 'l'raaoury Depar-nt wao plannille ~ innoUptlon throU4;b 
Ho actnto ln thio COUDtry, the State Depart:aent would hold off; othorwloe 
the State Depe.rta.,.t would conoidn eall1DC in the r,B, I. I told llr. 
-:..rr~n that ob>ee the 'l'raaoury Depart:oent hao the faellltlu ltaelt for 
:.o.!d.ng certain iaquirieo, and particularly alnee our f 1rot 1Dtoraat1oD eaeo 
Crollt data baoed on lnqulriea of our own &&IDto, the SfOCretary of the Treaoury 
would pre iUIIIIObly be dhpoaed to uUliu hio on oerYlees. llr. lfarren aeld 
thlo would be entirely agreeable to the S~te Depart:oent, but aoked that I 
conflrCI t hlo with Secretary ltorgenthau and oall back the State Deparuent 
•• thot the latter will know the pr oper course to follow. 

I h&Ye learned that there hae been no Conoul atat loned at llansanillo 
clnce the office there waa clooed in January, 1930· llr. warren aald there 
wao a poaalbility that a rorelgn SerTiee Inepector might be traTellinc in 
~exleo within the near future . It io ., underotand ln& that the Standard 
0 11 Co"J)any ot Celiforula, thro"&h ito llexiean A' enc7 or oubsldl.ary, pro­
~!leo oil ~rinc faeilltiee at llansanillo. 
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TREASURY DEPARTMENT 

DAnt ~7 )0, l!jllo 

....... Ill'. OOOhna STRICTLY CONFIDENTIAL 
llr, ObeD oalle4 oa • till• athnooD at 3 o'olooll:. Be let\ wUll • 

f or baDdlDc to tbe leore\a:r7 tbe at\aolle4 OGPT of \be ..... 'bet- 1oac 
OhlJ>c-ftl u4 ta.. Jlopaaa .. r~d.lac tbt aet-o~p of tbe eo-cal.le4 hppet 
Oonruct lD Olda, 

Ill'. ObeD aleo let\ t be auacW oop7 of a onle- tra. Clwmcl"ac 
aDd of a _....... 1.Jt. r~ to a tctaU .... l7 ~ate4 eoluUOD ttl tu 
ailnr C('OIIeUoa la llortll Clda, I 11D4eretu4 tlat the -.....aaa baa ~~­
oublo1Ue4 117 tlle Oh1M .... lluq to \be ~t-t of State. .l.ccor41ac to 
llr. Chn'• nplaMUOD, tbe t.-1& l.aYol .... 4 couUtutu a llooll: WDtr-, 117 
tha Ce~~tral llaDk pa;r1JIC .ux>,ooo to the lleliat Cooolaluioa, IIIIo will ta..a 
tell the eterli.Jt.c 'bAck t.o t.lle C.tral llaDk aa4 I.Jt. eliiOIIaDp olltaiD h.pl 
(Chi Due latloul •ohe), wbioll llr. 011• expla1De4 will -t to approz1· 
.atel:y 6,000,000 :r-. 

llr. 01leD \ol4 - that be J.4 ••• Ill'. Juu JoDU laet wek u4 ,..~.a 
to~. Uhr the -euac t.o4a7 011111 aell:e4 JoMe 1t t.he latter ha4....., 
goo4 Dewe for hla 1D r8flll.l'd t.o a pooaible l4aD to ObiD&, Jouo roplie4 
t~.at it •• too earl7 tor aoo4 Den, eiDce queeUoD •• eUll boi.Jt.c 4e­
bett4 111 Ooacre u 11114 -. quite coeq>lloate4. Joua •de 110 OOII&itaut. to 
ChiD but. let tbe laUer 11D4erot.u4 that. 1.1 tbe Jill 1Dcreae1ac the twlde 
or the J:q>ort-IIIport. llaDk PA'"'• Oh1Da will cet aDOt.ber cro41t. ot 
$5,000,000. lllrthel'MJ'e, Ill', J-• appeared. willlac t.o cODdder tlle 
$25,000,000 cred.lt ""'" Clltete•d!ac a rnolYlDc ODe. llr, Chell 1a t.o "'e 
llr. Joue aca1ll aea welt. !M Cbi.Jt.e" .Aiollaeoa4or eaw tbe Proa14eDt. OD J_,. 26t.h 11114-. e1111oance4l. 117 bh cor41.al receptloa. Ill', Cbea will 
bo 1D ton IICII'1D oa J'rlllq. .. bope4 tbet 1 llidl\ tbe• han - coed. 
,..., tor hla hell the Becrftlll"'T of the freuvT. 
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JAil. 27, 1940 

Bo. 1519 JAIUJBI 27 

lllriiiJUIG !0 OOil nr mpq 1512 .t.r'1'lll I'Ull:tiiBil COISOI.U!IOJ POLLQJIJG 

I'OJ!IIDLl FOR SOI.DTIOJ BllRJI:R QUIS'llOI !DU!IVKI.t jjJil!ll) 11J'OJI BE!IIIBI CKIIISI 

GOVEIOOIBJI! dD BRI!ISB .&IIBASSADOR OJ T11B UlroERST.&IDIJG BRITISH 00VR8111111r 

GUA!WITBB 110 PIJRTBBR DDTICULU18 II WS lW"rER WILL .t.RISI FR<JI A1Y Qt!.&R1'ER 

(PARA) 

(1) AliOUll! or SILVER BQC'IV.t.LBI! !0 100,000 POOIDS !0 Bl SOLI! j.'f 1IORLil 

~ l!.lrE I'OR S!!W.IIG 'IIBICH SBALL BE EIITI!OS'l'BD TO Ill'rERIIATIOIW. CHIU 

FAKINE RILID' COIIIIISSIOll .l.IID USBD EXCLUSIVBLY FOR IIOR'l'll CHIU IW.IEP (STOP) 

COIIIIISSIOJ !0 SILL .&LL S!BRLIIG FOR r.lPI U OPFICUL !lUI OD SBlLLIIG 

two QU.&Rnll PD'CI OILY !0 CHDIBSI BAnS 11BD AI!& QIUB.S SILVER (P.&R.l) 

( ! ) BALAICI SILVER TO BE DEPOSITED II TIIB H.AIIB or CHDIBSI BAnS CONCB211ED 

WI!B liiUTR4L IWil ('Ill HAVI 11 lt1ID IIUIOII.U. Clt'l' lWII or IIEW YORX 'IIBICH 

ALSO SUGGBSnD Bt BRIUSB •!Ol•MAOOR SEIIG OILY JIEUtiW. lWII Wl!ll BO<JI 

111 V.WUS SUPFICID! FOR SILVER II QDBS!I OI ) FOR S.IJ'BDEPlliG UliflL Ill) 

or I!OS'l'ILITIIB (P.&R.l) 

BRIUSB .&IIBASIWXa HAS SU!IIIl!TBD IJlOVI !0 LOIIDOI( STOP) CODUC'l' SUn 

DBP.&R'llllll!, 

llUCIIUPU 

• 
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!be tollowi.Dc t~a tor 1:M aolutloa ot tha ail'nll' 'IQ .. tloa u. 
lorth Cb1lt.a haa be• tloata~iftq q:reecl. upoa 'betn• t1w Qallt.eae CJonn­

-t Ul4 tlw llrltlall Jlol>anador oa the 1UI4erataad1nc tbat t1w llritlall 

Oonrment par&Dtee that DO tlaJotMr 41Uiaod'Uee 1». We • tt•r will 

arlM ~ Uli)' qQ&I'tera 

( l ) JD GOUDt ot allftr equlftl.t to 100,000 poomda 1a to be eoltl 

at world artet rate tor aterlU.C whlob allall be ntl'l:latecl. to the Iatw­

natloaal Cb1lla PuWot lleliet ea.t .. loa Ul4 uaecl. uoluolftq tor lort.h 

China rellet. !lle ea.iooloa 11 to eell all aterlllt.c tor hpl ( QWie .. 

lesal t • dar) at the ottloW rate ot l ohlllllt.c llt pe110e cmq to the 

Chllt.loe bam:o who are ~re ot the ollftr. 

(2) !lle bala.DOe ot the ollftr 11 t o be depoelted 1». the - ot 

the ChlDOM baDka oanoe!'Jiecl. with a .,...trt.l 'bult (P"ferrebq tlw ... tloaal 

C1t7 a....Jr: ot •• York whloll 11 t be oaq MUtrt.l 'bult with roc:a 1». ftAJ.t o 

attlol-.t tor the oUftr 1». qQeatloa) t or eateli:MplJt.s unt:U the - ot 

tlw boat111t1••· 

the CI11De .. 8lbaoq, 

ll'aohlnctoa, Jam1U7 29, lHO. 
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%1enta1lu Appro~teq 28,000,000 CNJIO" 1n the ftUlt ~ the 

Central ~ ot China 1n the ~oh Con .. aaion. 

h1Pizlco .lppron-teq 13,400, 000 01111oee 1n the nalto ot the 

J'rmoh and Belpin ~. 

332 
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TEXT OP A TELEGRAPHIC IIESSAGE RECEIVED PR<II 
THE IIUIIST!ft OP PO!lf.IGII AHAIRS , .CI!UllGKUIG 

January 23 , 1940 

The tull text of the agreement etgned on Dece~ber 3~ 1939 
between Wang Ch1118-We1 end the Japeneee reYeal ed by Kao '!'sung- ' 
wu er.d Tao H81-eheng: 

Fundamental ~o1nts f or readjustment of the new S1Do­
Japoneee relations: 

Ill Tho Governments of Japan and China, in ac• ordanoe 
with the ortnoiples prescribed in Annex One re­
adjust the new relations between the two oo~tries . 

(2) The Chinese GoverrJnent recognizing the existing 
facts accomplished durir.g the incident and prior 
t o the restoration of peace between contracting 
parties gradually readjust or. the basis laid 
down in the above Art icle t heir r olatior.s so far 
as permitted by circ~stanoes , 

(3) Tte Chinese Government s~All rooognlze the con­
tlnuar.oo of special state of affairs given riee 
to by forces of circumatar.ces during t he incident . 

( 4 ) The said special steta of affaire ls to be pr~­
gres.Jlvoly adjusted aocor~lng t o the prir.ctplas 
for readJustment of the r.ew ~ir.o - Jep&r.ese re­
lat ions ar.d in cor.cordar.ca with ohar~lr.g events and 
general settlement of the ir.oident . 

( 5) As to the execution of the two aforemer.ticned 
Art icle& the ways and means are to be decided upon 
separately. 

I 

The nrinaiples for readjustment of tho new Sino- Jananeae 
r elatl~r.a with a vie" to •ttaining OOlTJIIOn gotll of oat8bliahlr~ 
peaoo and new order l r. t he Par Zast, leper., China and ~r.chutuo 
shall ratntain ~or.g themselves neighborly relations and close 
c~oporatlon . The basic principles. therefore, are a8 follows: 

( a ) 

( b) 

To establish on beals of reoioroalty general cooperation 
between Japan , Chir.s nr.d uar.chukuo , espe~ially friendl; 
relatio~a common froo agslr~t c oomuniam and economic 
collaboration . 

To eotabllsh a zone rf stron2est Sino-Jaoaneee 
solidarity in North China ar.d ~or.golia with regard 
t~ natior.al defense ar.d eoonomiCildevelopment , 
For the reason of chocking the spread of Co!llllluniam , 
J.tongolia shall be designatod as an urea where Jap•nese 
paramount position both militarily and politicallY 
shall especially be estnbliahed , 

(o) To eot ablish 8 zone of atrcr$O&t Sino-Japanese 
eo..,omio solidarity tr. lower Yar~tze 'Ialley, 

( 4 ) To establish Jaooneso oaramount position ir. certain 
des1gnat ed islands alar~ the aen ooaat of south 
China• 

(e ) &a for the details f or tho execution of the afore­
eai4 &rtiolaa the oontraotlng pertiee agree t o 
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tnke ns basis the ~rino iples om~o4ie4 in II 

II 

The MiD 1toma tor t he r end juet m.mt of the now S1eo­
Jnp~no~o r ol&tiona . 

A. llognrd i1J8 th" t>r inc iplo of l'r i or.dly nnd nt. ishborly 
rolnt ions . In order to nttirm thoir r~spoot tor 
intr insic intimacy of thoir rolntionahip to ~ehieve 
gunornl nn4 hr.r monioue oonporntion to ac f egucrd 
pvnoo in t ho Pnr E~at er.d t o provo thoir nei~hb or­
linoae by concreto foots , Jnpnn , Chir.n cn4 llor:ohukuo 
shell auok for wcya nr.d manns to establish ~ solid 
blook ~mong th, ma olvoa through mutuel nssis tanoc nod 
promotion of f r iendly r~ lotione . 

( 1) Chino ehnll r eoogr.ize the 
Jnt>on o n~ Lllor:~hukuo er.nll 
ond eoveri$r t 7 of Ch l.nn . 
U!>.nehukuo sr..nll est- bl1sh 

Empiro of Munohukuo, 
reanoot the t err itory 
Jno'Ul , Chinn ~nd · 
their new relntlon, 

( 2) Jr.p~. ~hir..n ~d Ur.nehukuo sh~ll o.b'Uldon Pll 
those :.eta· r.d e"usea rel-. tlna to polities , 
di~lo~·cy , edueetion , prOP"~nd• , tr-.de nr.d so 
f orth t~-.t r.r e detrimentnl t o mutu~l friendship. 
Su'lb nets -r.d e·.uses sl'.rll r.lao be prohibl ted 
•n~o for r.ll in future. 

( ~) JnJ>'\n , Chinn :.na U....nchukuo ohf\11 her a•fter con­
duc t their diplom•oy or. b•eis of mutur.l cooper n­
t1on. In their rel-.tions wi th third Po.,.ers they 
eh-,11 not ne t oontr· ry t o ouch b·sio principle . 

( ~) J•.p'l'l, Chinn •.r.d Wu.ohukuo ahf\11 oooper ... t o to 
cm~lgr~te , cre~ te ond develop their culture , 

( 5) 

(6) 

J•pon is t o ~p,oint nocoss· ry r dvisors to 
ne·.v Contr·.l 3overnmont to P' r tioiy.to i n i t s 
work of r econstMJ>tior.. In t hose orgrniznt ions 
loe·.ted in zones where atrN~ge~t Sino- J·!'r.nose 
e olld:>rity is to be tr.rint·inod •nd other . 
apeoi•.lly dee iJV.r tod rrene. J'\p·neao ndvisers 
ond s t~ff memoer e ere to be pl'\Ced, 

Pollowir-J progressive rnd concre t e r er11z·tlon of 
neighborly r elrtionehip between J•p•.n , ~hlr~ --nd 
~nnohukuo , J•pnr. will "~oordir~ly givo cor.aidern-
tion for restor ntior. of oor.oeaaione 'tnd nbolttion 
of extr~territor l'\li ty , 

~ . Regr rd1D$ the principle of mutu~l defor.se . J•Jr.O, 
Chir.'\ ·.r.d r.twehukuo shnll ooopornte in oheckir:g the 
aprend of Communism end l n maintair.ir~ oommor. peace 
Al\6 order . 

( 1) 

(2) 

J "p"n , ChiM or.d MQnohulmo shllll undertake t o weed 
out in t teir respective tor~itories Communists 
and Communist org•nizntior.e . They eball elso 
cooperate er.d u:ut unllY nsdiBt lr: Anti -Communist 
propage.r:da and ir.tellige•.o• work end other 
r olsted na tters . 

Ja~an and Chir~ al'Bll jolr.tly execute t heir Ant i ­
Coaour.is t program. Ir. order to attsl~ t his aic 
Japer. shell station r.eoosa8r Y troops at strategic 
points ir. North Cht rB ar.d ¥or~olle . 

13) Separate Ar:t1-Communtat Alliance shall be concluded 

( 4) 
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(4 ) Aooordtng t o actual s i tuation either 1n whole 
or in part those tr~ope atatloned outside of ar eas 
designated in article two shall be withdrawn as 
re~idly aa wer~ted by c i rcumetanoee. But all 
Japanese troops new stationed 1n Bort h China and 
t he lower Yangtze Valley &~All re~n until peacA 
end order ere firmly reestablished . 

(5) In order to Jointly ~lntaio peace ~n4 or der China 
shall cooceda Japan the right to etetion troops 
an4 werehipa at certain specially designated points 
alar~ t he Yar.gtze Valley end in certain apeo1ally 
dee1gnate4 islands alor~ t he aea coast o~ South 
China , 

(6) Japan reserved for hereself the right to claim 
and euporvise for military purposes those rail ­
wnye, air lines , postal and t elegranhio sorvloos 
important harb ors , end water r outes' In those ' 
areas gar r isoned by Joponoae troops , 

(7) The Chinoso police, Army er.d other armed forces 
and their aquipments and military oatabl1ehments 
within the arena garrisoned by Jannnoae troops 
should be r educed t emporar ily t o minimum reqaire­
ment for iot err.Dl order ar.d t'JltiOMl dofenae . 
Japcn will part icipate in Chlr.D'B ef for ts to 
organize her army or.d oolloe through oppolct~ect 
of odvlaera and traiclr~ offlotra or.d supply of arms 
ond muni tlor.s . 

C, Regardir~ tho ~r ir.ciple for economlo oooperat ior., To 
provo their solid~r!ty of l nt oroat ar.d 4oterc!nnt1or. 
for mutual dofenso by conorvt e foote nr.d to mako up 
their mut u.&.l deficie>~cics , ,Japan, China acd llsnchukuo 
ngreo to adopt t he guidir~ orlnoiplo of reoiproo!ty 
in doveloJ)iJ:I~ .their ir.duetrioe nr.d promoting thei r 
ooonomio wolfnrll.. 

(1) 

(e) 

(3) 

( 4 ) 

the To put the a~~-mor.tlonod prlnoiplo ne well oe 
foll~wlng stipulations ir.to prsotioo , Jopnn, 
Chlr.a sr.d uar.chukUO shall oonnludo r.ooeaeary 
ngr eemor.ts with r dgord to t ho development of re­
sources, customs , rever.uea , trn4o , oT1nt1oc , 
oo~ur.lcr.tions , postal and t olegrnphio aervicee , 
ostronomlo~l cr.d ger.ernl aurvoya ,ar.4 eo f orth. 

Ir. view of ecor.omlc s olidarity cr.d common defense, 
Chir.D slmll g r ai>t Jnpnn apo~lnl prl'rilogea and 
f noilities to develop nr.d utilize r oaources es-
poo !ally t hose underground roaourooa 1n liorth 
ChiLo or.d Uor.golln. Agnin ir. view of ao~o economic 
eolid~rity, Ja pan should hnvo nooeaaary feoilites 
f or development ~_r.d ut111:ot ior. of epeoi nllY 
doaignntcd r esources ovot. In£ r ooe outside of 
Nort h Chino ond !Jor~olln , 

In all other i ndustries, Japan will oooor d 
Ohlr.a necsseary a i d f or the i r aovelopmcnt . With 
r egard t o agriculture, Janan will aes1at Chino 
in its improvement so &8 to increase ita pro­
duct ion and stabilize the livelihOod of the 
people , 
Japan will accord China neoeaeary aid for formu~ 
lstion of Chir.a'a ftnano1al and economic poli• Y• 

( 5 ) 111 th r egerd to trade, China a hall ~ dopt appro­
priate tariff rates er.d ouat ome eyetem to prooot• 
commerce In general between Japan, China and 
llanohultuo. 

At the 

··. 
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At the eame time , China shall fao111tah an4 336 
rationaliaa eupply and demand of raw 1ater ia la 
between Japan, China and K&nobukuo eefeo1al ly 
with r ef erence t o North Chica, 

~ 6) 111tb regar d to t ho devollopaent of China •a 0011_ 
~ioatioce, postal and telegraph!~ aer viooe 
aotr onoaical an4 geceral eurY&J& , Japan will ' 
len4 China the necessar1 aaa1at ance .ah4 • • • n 
aotiYe part icipation , Tbe dovolODmtD\ ot 
A•iatloc in whol e China , ra llroade in llortb 
CbillA ( lxolud ir-8 LUI:$hai Line) , ooean t.rane­
portotlon between Jall&n and Clllr.a and tbot along 
the Chinese ooaet, r iver trar.eportmt1on ln the 
Ynngt so , and postal and telegra~hlo eervlooa In 
llorth Chir.a ar.d the lower Yangtze Volley shOuld 
be the main i t omo f or Japanese aotlvo· part loi ­
patlon In t he fiel d of oommunioatlor.a . 

( 7) Japan nnd China shall ooopornto In rooonatruot lng 
Now Shanghai . 

Artioloe Attoobod: 

11) "tho !lew Cor.t1'1ll Government s hell lndottnlfy thoeo 
Jnpnoeue rAtionals who have suatalned ln Chino losses 
In •·t:shta &nd pr!T1leges since the beglMir-4 of lho 
Chlr.n 1r:cidont . 

12 ) Prior t o t ho es tsblishment of t ho now relotlor.o be­
twoo r. Japcr. ond Chir:& tho !lew Control Govorn....,nt ehcll 
oonf1dont1olly oonsult Japon with r ogcrd t o oll 
ia.portant mnttors aftcctir.g: JA"'))ln . 

Add ltlonnl etlu1'l•tlons r egarding the fund•mentol pointe for 
t r.e rendjustmont of t he cow Sir~o -JF .. .ar.ose rolf'tlor.e: 

A. Tho ~Ain pr ovisions rog$ ~ 1ng the r oodJuetmont of 
rolnt1 or.e with provis1onnl govorr.mcnt : 

( 1) Tt".~J t.or:tl "North Chir.c .. horv ir. om'ttloy~o~4 te lr.tondod 
t o d oel~to in gor.aral t nu Hopei , S~~nel ond 
Shantung Provlncoe situotod eouth of Tho Groot 
•ran !Tl:~ ?roet Well itself is not ir.oludod) nnd 
t hnt p.-.rt of t he Ho~ou: Provine~ lylr.a cort b of the 
old coura~ o f th~ Yollow Riv~r. 

( 2) 

(3) 

JL Yto• of apeci~l or~rcctdr of Uorth China, in 
t~At tt ta t~e %O~e wher4 nbaolutc e olldar l tJ 
b~tweoc JapOL , Chl&n ~d Uar.ohutuo oxlat a, oaoeoinllS 
with rofaronce to nAtior~l dafor.ec ~.nd coono~lo 
de velopment , ~d i ,c eccord~r.oo • 1 th tto prtnclplaa 
1~14 dawe for t~o readjusto~r.t of tt~ r.ow Slr.o­
h pnnose rolotion , tho Politic"~ Counoll of llortb 
ChlrJ\ ahnll bo eshbllsh•d tor t ho purooeo of 
8\lttlu.g loeo.ll y those mnt tOrS Vii .. O."'V18 Jol)CO .. .nd 
llllnobuJcuo, 
Tho mc.tt \l r8 rdgt".n lr..g 1"!\tthor1ty f\nd Ol'(.'l"'n\znt1on at 
th~ arid Politic •.l Council In llor t h Oblr.o ahnll bG 
dieousaod nnd dot ermln•d In tho C or.tr~l Polit ior.l 
Co11r...; 11 . • auch m'lt turs ehcll bo t r k.on U'D for ~sreomont 
bot'OOOD •nr.ng Ch1r.g-wo1 or.d wo.ng Y.oh-mlng. 

' 

(4) Tho Author i t y end or~.nl•atlon of tho Polltlorl 
Coano1l of llortb Chln• ehrll be filed ln euoh n - 1 
aa ~o or~blo 1t to ~ccocpllsh oar.crot vl Y tho follo•~ng , 
t~aka whon now Sieo-Jn~noae r~lnt lo~a hn•• been 
cormol1zo4. Evvc pr tor to t~t t icO, howo~•r , eff orts 
&~All bu g•dO to br i c« ~bo~t th• orOKr OeOIY017 

doatrc4 

• pr lor , however, to t~e eetabllehm4et of t he Cent ral 
~ollt1oal Cow.on. Regraded Uclassified
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4ooiro4 objoot i vo . Tho name of Provioional 
Government oholl bo abolloho4 . Tho Polltloal 
Counoll of North Chico ohoul4 temporar ll7 permit 
t ho ooct1nuod oxiotocoo ot t hooe aooompllehe4 taote 
in order to otfoot e=ooth tracafor of polit ioal 
author1t7 ao that tho people will not eutter flo · a~~~ 
ohar.ge . om en 

l . Regarding oo ... on dofor.ao onoolall1 Japeneeo 
partiolpation in ohookillg CO!Dil>nniem and roain­
t alnlcg order: 

a. Rolat ln;l to tho oo\tloment of •ttoro oon­
nootod with t ho stationing of Japenoee 
troope ; 

b. Rolatlna t o the eottle~ont of mattore oo~ootod 
with Japanoeo partloipetion in ohooklr~ 
Communism and ma1r.tain1r.g ordor : 

c . Relatlr.g to the aottlement of matters oonn~otod 
with mill tary cooperation bet•Neen Ja]')en end 
Chlr.a •. 

2. Regarding aoonom1o oooperstion eapeo1ally tho 
development and utilisation of underground 
resource& and SUJmll' ttr:4 de:ea.r.d of raw aterlala 
~d coooodl t toe batweor. JaPSn . Ch1rA . wanohukuo 
and North Chlr.a: 

a . 'RelatlnJ t o the settlement of OGttere ralaed 
by the nroblam of according Ja~an nooeaaary 
epeolal faollH1oo tr. aeveloolr.g or.d ut111slng 
ucaargrour.d rooonrooe: 

b. Relotlng t o the settlement of mattore ro1ee4 
by tho problem of rationalization ot eupply 
and demand of rAW mnter1al8 and co~od1t1ea 
between Jnpen , UenohUkUO, ~ongolla and Horth 
Cbino: 

c . Relntir~ ~o ~he eet~le:eet of cattera conr.o~~d 
with Jaoonoao port1oipot1on 1n rogula~1on of 
currencr &J.d e:xohG..&ge between Japan ,KADQ:hukuo 
llongol1o ar.d Nor t h Chi.J:a : 

4; Relntir.g to tho settleme-nt of' me.ttera connected 
with stno·J~paneae cooperntion in aY1at1on . 
ra11W~f trQr.a~ort~ tlor. , ~o~tnl and telegropbio 
eorv1oea , nr.d oooan trn~sportatlon along m&ln 
trado r outo , 

3 . Ragardlr~ tbo eottlemant of mattore oonr.ooto4 
witb the employment of J"panose ad Yleera ar..4 
ato.lf Qecbera . 

4. Dl.lr11"..8 the p~rlo4 when there la need f o r perpetua­
tion of T o4oral Roaone Ear.k s >!.U• and other 
ayatema ther•wlth oorJleeted , the_t,ntra\ Oo• erament 
shell 1e~d t o lt neoeeaarr aestetar.oe , 

6. Tbe temporary roaulat iona go•ern1ng the malo 
mattera of 41•lalon of vowers between t he Pol1t1oal 
Couno11 of Hortb China ou;d tllO Now Cent ral 
Government: 
a. tn or4or t o dtfr&t noo ooear7 o~nett and 

aafosunr4 noooeoarJ 1noomo . t ho Pol1t1onl 
couno 11 of urtll China a ball bt to~oror1l1 

onUUI4 

• 
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tho Oontl'&l ~~==~:~!~~~ 
ouperTioion over tho abov·o~oor>tton•• 
D&tloD&l tuoo oholl be or1truatei 
Bow Central Covornmont to 
Council of North China; 

b, Tho Political Council of Borth China oholl 
be ginn tho r18ht t o float loano w1 t hin 
eortain llliiUa; 

o, Tho Government ~o»ortioo oholl belons 
to the Polltioal Oounoil of North Chino eo 
they do at present, but new ar~angementa 
rogar4tns those »ropertioo oholl be made 
sraduall.l'; 

-· 

•h The ouatoma . poe tal eenice en4 aviation 
should eventuall y be pla~ed under tho oontrol 

•. of t he !low Central Governmer.t, but the ohar.se 
of t~e proaor.t state of affa ire oh&ll be 

,effected ~osreoalvoly; 

• · The adm1n1atratton and the managemect ot 
trar.eporta tion on tho Lunghol Rollway ·~~1! 
bo plooo4 under the Politiool Oounoil of 
vor~ Chino; 

f , £xcapt1~.S officlalo of Ktr.1otorial rant· 
t he autborl(y for aopo1r.t1r.g a l l ito offlotalo 
ehall be given to tho Polltlool Council of 

North Ohlr.a ; 

g, Dlplomo t i o r.ogot1at 1or.a with t hird Powera aholl 
be oor.duotod by t ho Control Govorn:ant, 
llog~t1at1ono f or tho oottlement of looal 
affairs wUh Jap~tn a nd Kaaohulcuo ah&ll, bow­
over, bo undertaken by tho Polltlool Counoil 
of Bor1h Chino , 

B. lfa1D provlotona regardi.Jlg tho r oadJuatODODt of r olatlODO 
wit h \be Reformed Covornmant , 

(1 ) 

(2 ) 

( 3) 

(4 ) 

Though tho Roformod Governmont should be 1n4uood to 
amalgiUII&te ovontunlly with tbo CentrAl Govorn1110nt , 
Ito atacd eboll bo r eapoot o4 ao that 1t con r o­
a ftin at• ble and dtachnrso of duttea pri~ t6 t ho 
eatabl lehmont of tho How Central Go•ornment. 

ThOugh t ho eatabliahmoot of tho Polttloal Couno1l 
af t or tho inougurstion of t he Bow Oont rnl GoYern­
mont.•t~o proatlgo a~4 et&eGing of tm~ortont 
mem:borl of t bo ~ttor orpnh•fion ebould be s t••n 
fUll oonaldorattoo by •ans Cb1D8-wt1, 

Aftor tbo eetabl1ebmunt of the lfo·w Oontrsl GoTornmd 
en4 41oaolution of tho Retoraod Oovornmoot, tbo 
f- allaU t-rerUy ,..u \h4 oodtnuo4 
""" ta noe of t ho aoooapllebod faote eo tl•.11t tho 
tranafor of tbo politioal aut bor1t7 will be aiDOotbl7 
-d• and \ll<r people will not autfor tro• t he eudlon 

•hanS• 
In tbo area of tho lowor Yanstao VallOJ where the 
ak >DS••' s ino- Japanoao ooon0111o eoll4ari t7 ia to 
be nallae«, Japan' e opaoial ._.... ora aa ! •ll.Dft: 

l , • 

• oer: be aJWTH b7 vi rtuo of thl low Control oourr.MIIt, 
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1. Regarding Uew Sbar.gbal: 

s . Relating to matter s oonneoted wlth Ja~eae 
participat ion i n r eoonatruotlng a New Sba~hal: 

b. aelatlng to the settlement o{matter o oonnaote4 
wl th the etotlor.lng of Japaneae troope ln 
Dew Shanghai: 

o. Relating to motter a oonr.eote4 wlth Japenaee 
pertlolpotlon 1n eatabliehlng and i mpr ovlr.g 
art,. .. t.ion , 1ai.!Jortent ocean tra.r:.aportatton 
and pastel ond telo~rarhio eon lcea: • 

4, Relating to the set tlement of mettera oon­
neotod with Japon,.e partlolpotlon In other 
entorprisoa 1n 

1
Now Shanghai . 

2. In ardor to expe41to reall zatton of the above -
ment1or.ed Jc~oneee 4eman4&\ neoeasary orrnnge­
anenta tcz eatabllehir., S1no- Jal*Jleae eoonott~io 
consultative orgar.l sat lon and the like ehould 
be pl>nned ar.d put into effect . 

c . Main provision regarding the readJuetment of 
re l3tiona wlth t he United Autonomous Governm4nt of 

llongol1n . 

fl) The t erm "W.onsolia" heroir. employed ie 1ntend e4 
to dea1gr~te in ~or.erul the t erritory north o' 
the Inner ~reat fall (the Inner Great Wal l itself 

1o lnoluded) , 

(2) ln view of t ho a~ooiol oh•reoter of llongolle 
ln thot lt is tto ~o~e whore the otrongeet 
eolidtJtlty bet...-ee:: Ja.p"n, Chir.a and w.onah\llt·UO 

in msttore rolc~ lng to nationnl 4otecse a~d 
oo onom1o oavolopmont ex l~ta a~d in the f1el8a 
outside of diplomacy (nogot intiona with Jopan 
nnd Wonohutuo to be e:u opt od). euoh -a ndm1nie­
tra~Ion , legialotlor. , Juriadlcti o~ . military 
~ffairo . end r.vgotiP..t.l OI.B wt th ba.tor Monsol1:"1. 
Tnu Oontrnl Oovornmont stall r Googniao thc t 
:Jot~golla should poeeeaa broad o.utonomoue pow" re 
and ohould form highly ALti..Communist 4\ltonomo\lo 
aron on t he bcela of t~o cooo~llehed t nota . 

(3) In ordor t o oet&blish tho ro1nt1onoh1~ botwoen 
the United .&ntonomoua lJI'r.gollr.n IJoyernmont and 

339 

the Contrcl Govornc~nt prior to tho oonvocc-
tion of the Contrnl Pol1ticnl Council , tho follow­
ing itoma shall be agreod u~on tn wrltter. d~umcnte 
botwoon Wang Ohlng-wo1 or b1B ro~rGsentAtlYe ond 
Pr inoo Tob or hla reproaent~ttvo ln oonforcnoo: 

( 4 ) 

a . ~he Centr a l Goverr~nt r 3oognizes t ho teot 
of t hu United Autono1oua Uor~oliaD Ooyercmont 'e 
bolnl! highly At.ti..C ol!'ll1u.nist 411d nut onomoua . 

b . Rolat1cg to tho edJuatmont of tho rolntlone 
bo\woon tho two reg1aaos , ellJ)QJ'tLt O o.greemont 
ehall be DQdo ~ftor t ho ostoblioh:ODt 
of tho Bow Contr ol Oovorn=ont with tho pr• oont 

undorst cn4ln8 d8 e bAsie, 

Af'or t ho LboY•~Jntlor.~d un4oretnn41~ ls =rdo 
tho Un1t o4 &ut on)moue llocgolian OovorDJDOnt 
ahnll d•apnt oh dol ogn t oa to port1olpote 1n tho 

C.ntrol Politiocl Cou.noil . 
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(6) IJl \he Central PolUioal Ccnmoll DO 11eGIIH10D 
Uall M allowed OD MUen 171118 ou\81 .. ot \be 
1100}18 pneoribed by \he an4eretandin8 •boUet 
1D Ar\iole three, 

• 
D. Rep»411l8 Amof. W&n« China-wei ablll reo08Jihe the 

taot tlllt AmOJ ia 1 a~eoial adminiatratiYe area. 

B, Resartinl the epeoially deaignated ielande alona 
the eea ooaet of South ChiDe, 1mOJ:I8 the apeciall7 
deaignated ielande along the sea ooaat of South 
China the Bainan Iala&d ehall be given a local 
adminiatrati n organisation ( 1Dolu41ng depertmente 
tor milita~J attaira) placed directly under the 
oo~rol at the Hew Central Government, In view 
ot the pa.ramoant liCBition t hat Ja~an enjOJI in that 
island the said politioal crsani•ation shall be 
empowered to dispose of the foll .. ing .attars raiaed 
by Japanese dema&ds: 

(1) Those oonneoted with the stationing of Ja~neae 
t r oops: 

(!) 

Those oonnected with the development and 
utilization of ~peoially designated resources 
indispensable for national defense: 

Those oonnected with the Sino-Ja~nese o~­
operation in military affairs and in the main­
tocenoe of order: 

(4) Those oonneoted with aviation , noatal and tele­
graph services , and ocean tra~sportation , 

The abon- mentior.ed governinlf pr1nciple will be applied to 
our demands whioh should be agreed upon lator,between J~pan and 
China S'.d also to mat t ore oor.neoted with Chit.a a intan:a 
nffeira that should be r<wulated by herself .• 

Tho Chineea EIDboSSf, 

Washington, D. c. 

340 
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De. ted January 301 lS40 
t REO d 4:22p. m. 

SEcretary of StatE, 

Washi ·gton. 

148, J:~nuary 30, 5 p. n . 

P~ T'"'E TREASURY FROn HA'l'Ter-:IS , 

Under ArticlE VIII of the Franco-Turkish agrEEmEnt of 

Augus t 23, las t (transmitted wi tl! the E.mbassy 1 s des patch 

No. 4964 c f ScptEmbEr 9 , 1939) it was laid down that paymE~ta 

for i~porta of Turkish mErchan f iae into Fr ancE by thE "Gcner­

al-Turl<ish CommErcial Company" sh-:n.:ld be EXcE ptEd from thE 

prov1s1(1nS for s EttlEUlEnt undEr thE clEaring arrangEmEnt sEt 

up undEr said agrEEmEnt . Six pcr cEnt on thESE paymEnts 

was to bE -,aid into a spEcial account in francs opEru:d with 

the Turkish bank of issuE fer i ts frEE disposal and of thE 

balance 25;; was to be applied to the settlEMEnt of canr£rc1al 

arrears owing by Turkey and 75~ t o thE srttlc~Ent of 

certain non- col'l!tErcial debts . 

( ;:ro OF SE:::TI ON O~:E ) 

BULLITT 

NPL 
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StorEtory at Stat£ , 

'ilas bing ton. 

GRAY 

PA!US 

De. tEd January :501 1940 

' REo d 3 p. m. 

1'!:8, J~:~nuary :50, 5 p .m. (SECTION 'l'NO) 

342 

A ridEr datEd January 8, 1940 to thE Ambassador rEfErrEd 

to abOIIE (published 1n thE JOURNAL OPFICIEL of January 281 

1940) rEdUCES from thE farcgoing 25~ to 1~ thE amount to b£ 

applied to th£ sEttlEmEnt of oamnErcial arrtars and also 

modifies t~~ basis or aEttltmtnt of commErcial arrEars 

owing by TurkEy as dEfinEd undEr articlE 9 of thE paymEnts 

agrEEmEnt of August 23, 1939 . 

ThE securitiEs mrkEt was again ino.otiv£ and dull and . 

most sEcurities including rEntts ohowEd modEratE recessions. 

Official exchangE ratts arc not at th£ sam£ ltv£1. 

( EliD !!ES3AG!:) 

BULUTT 

CSB 

-
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Attaobed 1e a -r:r report ot the proJeota 

llh1oh haTe been worked on in Ule D1Y1e1on of !ax 

Reeearoh during Januar:r 19110. 
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XonthlJ report on projeote in the DiYleion ot !ax Reeearoh • 
Janua17, 191to 

1. War prot ite and exoeee-protite taxee 

.l aeaorandua hae been prepared outlining eeYaral. reeearob 

projeote vh1oh aight be protitablJ undertaken in oonneo­

tion v1th t he studJ ot the var protite and exoeee-protite 

taxn. .l bibl1ograp~ relating t o these taxee hae aleo 

been prepared. ( Hr. Shoup)• 

2. 8peoial detenee taxee 

The teohnioal. probleae involYed in the euggeation that a 

t lat percentage inoreaee in the preeent income and other 

taxee a1ght be i~oaed are being anal.J~ed. !he anal7eia 

v111 1nolUde a summarr ot the oongreu1onal hietorr ot 

aia1l ar euggeet1ons and or the pr ooeduree used b7 eome 

ot the f oreign oountr1ee and our States 1n le"71Dg te•­

porarr tax••· (Xr. X1lh, Hr. Oopel.and and Hr • .ltlae) 

• Pereone lieted ae working on the dit terent projeote do not 

inolude t hoee vho aoted largalJ or exolueivelJ in a consult­

ing or r eYieving oapaoit J. In general., the person, it aDJ, 

aotiYal J i n oh.arge ot t he projeot i e lieted tiret. 
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}• Pou1ble reTenue eourou 

Memoranda h&Ye been prepared on Yar1ou. .. thode ot 

ra1a1ng additional reTenue 1nolud1ng the poaa1b111t1ee 

ot (a) 1noreae1ng' ihe annual reYenuea tram the 1nooae, 

utaie and g1tt taxee by $500 a1ll1on aDd (b) ra1e1ng 

t 500 a1111on tram additional taxu oolleot1ble 1n ihe 

t1aoal :rear 19~1 t or detenae tax purpoaea. (Mr.Bhere, 

Mr • .t.ilu and Mr. KUla) 

~. Innnt on ot tax propol&la 

.t.n 1nTentor,. ot propoeala tor ra1a1ng reYenue and 1•­

proY1ng the tax eyetea vb1oh han been oona1dered 1n 

the !reaeur,. from t1ae to t1ae 1e 1n t1nal stagea ot 

preparation. !hie oomp1lat1on oonta1ne the reYenue 

eet1aatee ao tar ae aYailable, a br1et appra1eal and 

reterenoee to the reaearoh aemoranda that are aYailable 

1n ihe t1lea. (Mr. Shere, Mr. IC1lll and Mr. Gordon) 

5· Tupuere' op1n101la 

1'he report ~r1r;1ng reoo-ndaUone euba1tted by tax­

pa:rera at oontarenoea 1n Uw !reaeur:r during the •ontlu 

ot Ootober, J oTellber and Deoember waa suba1 tted to 

Mr. Hanea on Deoeaber 29, 1939. Rert a1on ot ihe aanu­

aor1pt hae oont1nued during the preaent aontb (January). 

(Rn 1a1one by Mr. ltoker-Raor; and Miee Welle) 
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6. ao .. etioe t ax 

Pur1uant to the requeet ot the BUboommittee on Taxation 

ot the Oo-1ttee on Yqe and Keane a atucl7 or the oo&­

aetio• tax bae been prepared. Tbie report ie now being 

edited. (Mr. Shere, Mr. rartoletti and Mr. Oaapbell ) 

1· Qertitioate plan t or a ~rooeea1ng tax 

J. reTieed r eport baaed on ae110randa ooTer1ng t he econoll1c, 

t1nano1al and tax aepecta or t he i ncome cert1t1oate plan 

t or agriculture -• ooapleted and eubll1tted b7 the 

Beoretar:r to the President. (Mr. Eoker-Racz) 

g, Income tax etl!dz ( YPA) 

The etucl7 ot income tax returns carried on at 

Phil adelphia w1th WPJ. tunde s ince Oct ober 193g is con­

tinuing. During the aonth apeoial oone1derat1on wae 

giTen t o the porUone ot the etucl7 relating t o an anal:r­

eia ot diT1dende and oap1tal ga1ne and loesea. 

(Mr. Blough and Mr. Shere) 

9. Tax- exe!pt eeouritiea 

York il oonti.nu1ng on a report t o ahow t he d1etr1bution 

ot tax-ex•pt aeourit1ee b:r net 1noome braokete wUh 

part1oular r eter enoe t o holding I ot auoh aeour1 t1ea b7 

p ereona in high i .noome brackets. (Miae CoJle) 
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10. I.noo111e tax 

(a) Pereonal exeapti one, the credit tor dep endente 

and the earned income credit . 

347 

A report analy~1ng the levele ot personal 

exemptione, credit tor dependent• and tbe earned 

inoome credit and the eoonom1o and aooial bases 

t or auob allowa.noes t ogether with t he etteota ot 

Tarioue aethoda ot changing them baa been prepared 

and ia being edited. (Kr. Shere, Kr. Atlas, 

Mia a Co7le, Mr. Mill a and Miaa Hugbe s) 

(b) Capital gains and losses 

Studies ot available atatiatioa relating to 

capital galne and loeaee and also ot the desir­

abilitJ ot changing t he holdi.ng pertods by shorten­

ing the period tor long-term capital gains and 

loeeea to one year haTe been prepared and are 

being reTiewed. (Kr. Shere and Miss Co7le) 

11. !!state tax 

Work ia continuing on a report comprising a description 

ot the problem ot illiquidit7 ot estates and poaa1bla 

eolutiona, together with an ana1Je1B ot proposals to 

exolude from groaa estate (a) insurance used in pa,.aent 

ot tax and (b) epeoial eeouritiee 1esued b7 the United 

Btatee Oonrnaent used in pa,.aent ot tax. (Kr. Bhere 

and Mr. MUle) 
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12. Inoent1Ye taxation p ropoaal 

'l'he propoaal to reduce income tax ratu ot taxpqera 

1nYaet1ng oertaln aaounta ot t heir income 1n enter­

pr11e ie being anal,-zed. (Nr. Eoker-Raor. and Mr. 

Far1olett1) 

13· State and local tinance 

Into l'll&t1on on State and l ooal lava, ratea and colleo­

tiona ia being kept current eo tar aa praoti cabla . 

Material 1e belng colleoted wlth respect to (a) the 

tlow ot Federal, State and local autoiiOtiTe tunde 

348 

and (b) Federal grants 1n a1d t o Statee. (Mr. Eoker-Raor. , 

M111e Welle and Mr. Mannen) 

14. Data on publ1o employees 

'l'he D1v1e1on haa publ1ehed 1n t he Treaeuey Bulletin 

tor Januar,- 1940 a report ehow1ng the eat1Jaated nuaber 

and ooape.neat1on ot Federal , State and local public 

eaplo,-eee b)" e1r.e olaaeea ot oompenaat1on, 1937-1938· 

(Mr. Eoker-Raor.. The bea1c data tor the atud7 were 

prepared b7 xr. lt1lpatr iok vho 1a no longer an emplo,.ae 

ot the D1Y1a1on. ) 

15. Foreig n taxa• 

'1'he D1Y1110n 11 oont1nu1ng t o ooap1le 1ntoraat1on on 

f oreign taxes and t ore1gn t ax .,.ate••· Br1et report• 
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are prepare4 froa t1ae t o tiae on reoent ohaDgee 1n 

the tax eyet0111 or •Jor t or •8 tr1 ( e..,.n ooun ee. )(r. Shere, 
Mr. Atlae and M1ee Hughn) 

16. Artlolea 

(a) The DiT1B1on eUpplled Jlr. Sobwar~, at hie requeet , 

with tactual data t o be ueed 1n oonneot1on with ~ 

reply to an article by Senator Byrd entitled "Your 

Cb.1ldren 1 e Debt e. • (Xr. Shere and Mr. Atlae) 

(b) At the requeet ot the Accounting Foro., New York, 

there ie in preparation an article relating to 

aTer~ing dertoee and t he net loee oarryoTer under 

1noome tax law. (Mr. Blough and Mr. Atlas) 

17. TNEO etudiea 

Purauant to our earlier ~reement the Divielon eubm1tted 

oomment e to Mr. Villard Thorp, Deoart~~ent or Co~~~~eroe, 

at hie requeat, regarding the chapter on 1 Coneolidate4 

inoome tax retume by 1nter-att111ate4 oorporaUone• 

pr4i'pared by Mr. c. J. Bynni.ng in connection w1 th the 

TNEC etudiee or corporation taxes. (Mr. Blough and 

Mr. Shere) 

18. Review• ot puhl1oat1one. eto. 

!be D1v1e1on re•lewed Statiet1oe or Inoome tor 19)7, 

Part 2. (Mr. Shere and Mill Hugbee) 

Regraded Uclassified



- 7 -

19· UtJUUfl 

Ia ooaaoot1oa with 1to oapor.1o1oa ot tho otat1ot1oal 

work ot 'be lhll"oau ot lahl'llal ReYoauo tho Dh1o1oa 

r.,.1ovo4 aJI4 o:ua11lo4 OeYOl'al propooalo tor opoolal 

otaUoUoal tabu.ld1oao troa 1aooao aa4 10tate tu: 

rotul'llo. (llr. llOU«h, llr. llboro oa4 Xr. Oa~~pboll) 

20. 00l'l'OORODC10DOO 

!he D1Y1o1oa Mnctl o4 ool'l'Oopoll4oaoo perta1n1118 to 

tax probl••· (Stan ••boro) 
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De. Ud Janw:ry 31, 1940 

Rtc ' d 5:29 p.m. 

Governor Po·,•rnier of the Bank of Prance presented his 

annual rEport o.t a mEeting of thE shareholders today . !'.£ 

reviewed trc srcat progress made by Prance in the financial , 

monetary~ o.nd EC0~om~c. fields up to the outbreak of war - -

emphasizing tb£ ~:na 11 degrEE of t xobargE fluotua tions, th£ 

successful operations of t hE stabilization fund, mass re ­

patriations of capital, and thE consequent increases in 

bank and savings banks deposits and expressing satiSfaction 

with the Bank of Prance's open market operations inaugurated 

1n 1938. Governor Fournier took juatifiablE pridE in the 

bank ' s handl i ng of developments just preceding the outbreak 

of war and during the r emainder of the year in the face or 

the great mechanical d1ff1culti ts rcault1ns f r om moderation 

of personnel, ct cetera . (END SEC'r10N ONE) . 

BULLlTT 

NPL 
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Dated .anuacy 31, 1940 

REc 1d 5 :49p . m. 

153 , January 31, 7 p . m. (SECTI<'ll '1'"1'10) 

Ht says : " I n thos E critical hours thE French crEdit mechan­

ism gave proof of its strength and Elasticity . Ba n.l<:s and 

savings banks with Windows opEn assume all r EimbursEmEnts of 

dEposits which WErE dEmndEd or thEm. ThE a ssistancE which 

thE Bank or England furnished thosE EStablishment s and thE 

aid in a gEnEral way which it gave tht national Economy to 

pErmit it to ge t through a particularly difficult peri od 

rts•tlttd 1n our important Expansi on of its portfolio: bt• 

t wEEn thE 17th of March am thE 7th Of SEptember tht latter 

incrEaSEd by 141 000, 000, 000. At thE same timE t hirty-a&y 

advances rost fran 4001 000, 000 to mort than 2 ,400, 000, 000. 

H£ also points out that thE discount rarely was mai ntained 

at ~ whEreas in 1914 i t was raistd to 6% and rEmainEd 

la ttr at 5~ for mny years . 

BULLITT 

IIPL 
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PAUS 

Dattd January 31, 1940 
I 

Reo d 5:18 p . m. -
Secretary of 3tatc , 

Washington. 

153, Jt:n1.:3.ry 31, 7 p . m. (SECUON THREE) 

!It spoke of t!:e goverruncnt 's case in financing its rearmall'.tnt 

prograll' lar ·ely by short term boi•rowing, of the banks assia• ­

ancc in obtaining subscriptions to armament and national dc-
-..;1: 

fens£ bomb , a nd mildly discouragEd the Govtrnw from s EEk-

i ng addit1~nal advances from t~£ Bank of France . H£ con­

cluded with a few paragraphs on t.hc wartime nEcessity tor 

the cstablisho£nt of a systEm or exchange control and the 

di1'1'icult1c s o! ~ts inauguration w\thout trainrd personnel 

and nith a brief paragraph in pr1nse of the Franco-Sri tisb 

financial accord. 

ThE a !)plication of the domeati c price control measures 

embodied in the dECr EE published in the JOURNAL OFFI~EL 

...... SeptEmber 16 (my telegram tlo . 1999, Septrmber 16 , noon 

and Embassy's despatch No. 5225 of November 1 , 1939) has 

revealed certain gaps . 

BULLITT 

NPL 
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De. ted January :n , 1940 

Rco'd 6 p. m. 

Secretary of St~tc , 

Washington. 

153, J'•nuary 31, 7 p . m. (S~CTIO!I FO'.'R) 

To btl? close thEm in tlx be ttlt to kttp down pr1 cts by 

legislation a f urther decree is published in tlE J'O'J'UTAL 

0FFI~I;:L of today fcrbidding lllErchants an:! producers 

(on£) to hold back, for speculA ti vt purposes , ma tcrials ar 

commodities intEndEd for salt, or to refusE to satisfy 

normnl order a of clients; (two) to makE the salt of any 

prod•.lO t , ~rntcrial , or commodity oontl ngcnt upon tb£ c onccr;•i· 

tant pl'.X'O!:last by thE cl1tnt of othEr material , oroducts or 

commodities or to require thE purchase by thE clitnt or an 

imposed quantity ; and, (three) t o limit the sale of certain 

product, mtErinl , or commodities to certain hours when tnttr­

pr1sts or shops concerned rcmin open for tlx sale of other 

mtrohandj.a c . ...t is furth er providEd that concerns clos ed 

by the autbo~1t£a for infracti ons of orice control regula­

tions n~st continue for tbc first month to pay thE usual 

aal nrits and allowances to personnel. The efficacity of 

this or similar measurEs in tlx lons run is open to s<EE 

s kt pt1c :11!111 
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- 2- #153, Jan. 31, 7 p.m. (SEC . FOUR) tram Pari e 

skeptioiam, though with rig i d tnforotmcnt it ma~ strvt 

as a hElpful t Empor ary dE t ErrEnt to thE upward pricE march. 

BULLITT 

NPL 

Regraded Uclassified
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PAt1I3 

Dnttd January 31, 1940 

Rto 1d 7:27p. m. 

153, Janusry 31, 7 p . m. (S'::::'t'IOil FIVE) 

For various rEasons t:artly bEcausE of th£ restricted 

sCOPE c ! pooErs providEd a nd absencE or EffectivE prnaltiu 

for infractions under thE arrEtE publishEd in thE JOU~llAL 

Oii'FICIEL of S E1:l ttmbtr 2 rtla ti ng to thE rtquisi tion of th£ 

pErsonnEl end bargEs , Et cEtEra , of inland watErway trana­

portat1~n (Embassy's dEst:atch No. 4915 of SEptEmbErs, 1939) 

tht governmEnt publishEd a dEcrEE an1 arrEtE in today's 

JO~N.U Cl>FJCI EL confErring nECt8S3ry pOWErS of rtqu1S1 tion 

of both on tl:E lllnistEr of Public '/orka and Transport ~nd 

providing ('C>r sEvErE ptnal tiEs fer i nfractions of thE dEcrEE. 

Tl!£ s£curi tiE s mar k£ t was aga i n in thE doldrums and thE 

wcala:r tEndnx:y cont1nurd . UodEratE losses wErE r EgistErEd 

throughout tr~ list. ThE morthend sEttltmtnt was tfftctE~ 
withont difficu ltiEs thE carryover ratE on btbalf of. ofUci al 

markEt bt <.!"g onE-half ptr ctnt, (comparEd with sevE_E- Eightbs 

pEr cent at Janwry 15 and 2t% at tht end of DECCIIl~r l 
and 5( on t l:.E outsidE I!BrkE:t (col'l!)arEd with 5~ at}hE t pd of ... 
Dt C el'lbEr ) • ( Et.-D OF II!ESSAG€) 

BUU. I TT 
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Mr. Baa~-
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Motea on aeeting held in Secretary Morgenthau'a ottioe 
on January ,1, 19~, troa 9rl5 A.M. to 11:30 A.M., on 
waya anct aeane to aeoure aclaquate aacb1ne toola ill order 
to increaae aharply tha production or airplane angi1111 
in the UD1ted Statea. 

J'or the enti-re aeeting: 

Secretary Morgenthau 

Kr. J. C. 'farct, 0.11eral Kanapr, 
Pratt-'fbi tney Engine Coapany. 

Captain ColUne 

llr. Haae 

Caae into the aeeting at 10:00 A.M.: 

Mr. Charlee J . · Stillwell , Preeident, and 
Mr. McDonald, Vice Preaident and Treaaurer, 

WarneJ'-Swaaey Kacb1ne Tool Manuraeturere. 

Mr. Tell Berna, repreaent1ng the 
W&Uonal Maeb1ne Tool Builder•' Auoc1at1o11. 

caae into the aeet1ng at lltOO A.X.: 

Mr. PurYle, ancl 
Mr. Blocbo-La1ne, repreeent1ng the 

Anglo-ll'rench Purcbaling COIIJIIUeion. 

captain Jay' uillet, and th 
M Baker Machine Tool Experts tor • 

r.Anglo-rrench Purcha•ing CoaaleeloD. 

caae into the aaeting at llrl5 A.M.: 

Mr. o. 'f. Jrreuaeer, General Kanager, 
AlUaon COIIP&IIY• 

Albert BNclleY' nee Pree14ent, 
Kr. Oeaeral Motor• Corporation. 
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In order to !'urnieh Mr. Ward Wl. th the necessary background 

the Secretary explained that tor the Pree1dent he was atteaptin' 

to work out with the 1nduatr1ee involved waye ot eliainating th~ 

bottleneck• obatruot1ng the production ot a.trplane eng1nea. '!'he 

t1ret probl .. , the Secretary a&1d, was to take care ot the doa­

eatic aituation. Tbia haTing been accoapliahed, the induetr1ea 

would be in a poeition to handle auch order• ae aay later coee 

trom the Alllee. 

The Secretal1' told Mr. Ward that he underatood hia induetry 

(airplane enginee) wae having aoae ditt1culty in securing the 

neceseary aachine toola. Mr. Ward co~~r~ented that the real di tti­

eulty was getting the toola in tiae. 

The Seeretary went on to explain that the repreeentativea 

ot the machine tool builders were here yesterday and that they did 

not have any coapreheneive picture or the aachine tool requireaenta 

ot airplane engine aanutacturera. In order to work out or the 

situation, the Secretary aaid it woul d be necessary to know tree 

airplane engine aanutacturera (1) What their aachine tool orders 

were and when delivery was needed to clear up their current pro­

duction eituation, and (2) what their requireaenta would be it 

the additional Allied orders case in. The Secretary expl ained 

that the representatives ot the machine tool industry were coaing 

back Wednead&7 ot next week, when t hey would have a clear picture 

ot their whole order eltuation. 

The Secretary indicated that the aachine tool repreeentativee 

yesterday bad suggested, as an aid t o aolving this situation, the 

pos tponement of' Rueeian and Japanese aachine tool ordera. He alao 

said that one ot the important queetions which the Alliee would 

have t o determine wae whether they wanted aachine tools or air­

planee. He also aentioned that Mr. PurTle, in response to a quea­

tion troa one or the aaohine tool representatives, adaitted that 

there has been eoae etocking or aachine tools in England and agreed 

t o check up on this aatter. 

The Secretary then aaked Mr. ward to outline his problem. 

l.lr. Ward said that bia problem included not only eng1n~~~:"r::t1on 

but &leo propeller production, aa both 41~~~~·-~~promptly. 

becauee ot their inability !0 g•: ~~n(a prograa exoluaive ot 

Speaking or what be called) Sche ~e id hie company'• problem waa 

additional Allied ordera • llr. :d 0~~atanding about 700 aach1ne 

about aa tollowu The oa-p&h1 b th ~ne and propeller dl'f'­

tool ordere, including those ~0f 0
11 ; 0 tJi aillione. Del ivery 

iel one. These order• aaounte n aha raeent prospect was that 

had been prOtD1eed by February but : wo~ld be delivered by February. 

not more than i ot the t otal aaoun ne aanutacturere he aaid 

To a l leviate the a1tuat1on tor the ·~ed 2~ hour• a day tor 7 d&ya 

that every ucbine tool w&l being wor 
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3 week. The e•pl oyeee, however , be aa1d, wer e given one day a 
week ott. The ekllled worker requiremente, he explained, were 
not a bottleneck a t the preeent ti•e a e the co•pany wae increaa­
ing 1te start rapidly, using highschool boye who bad had prel1-
inary training in a trade echool. He explai ned that the •en 
worked 4~ h~ure a week but were paid tor 52 hours, and that all 
the company e labor arrangements were tiret cleared with the state 
l abor comm.1eeion, etc. 

The Secretary explai ned that Dr . Lubin wae working w1 th h111 
on the labor angle ot the problem. Kr. Ward commented that b1e 
company had had only one labor c~~plaint rroe an employee. Tb1a 
was taken to the etate labor co ... ieeion and proved to have been 
the reeult ot a •ieunderstand1ng on the part ot the empl oyee. 
The employee thought hie paycheck wae one day short, but th1e 
turned out to be a mistake on b11 part. 

The Secretary asked Mr. Ward how asany uch1ne tool compan1ee 
were involved in the 700 machtne tool orders which h1a co•pany 
had placed. Kr. Ward, after examining the 11st or orders, said 
that t he orders which were the key to h111 company's bottleneck 
positi on come from perhaps 15 or 20 machine t ool companies. Mr. 
Ward, at the Secretary's request, agreed to make up a list or 
these key orders and the companiee involved. 

Mr. Ward went on t o say that his company ' s present bueinese , 
olus replacements, would not permit it to accept any new orders 
f or delivery or airplane eng1nee prior to April, 1941. Any addi­
t i onal orders would require construction or new plant capacity. 
The Secretary asked explicitly whether he meant hie company could 
not take a dollar' s worth or add1 t1onal bu.tneae to be delivered 
before April 1941. Kr. Ward ea1d he could not make a co111111t­
ment with th~ belligerents tor delivery before April 1941 without 
cons tructing new plant capacity. 

Mr. Stillwell, Kr . Berna and Mr. McDonald came into the 
meeting. 

Mr. Stillwell said that it Mr. Ward could supply them nth 
the 15 or 20 machine tool companies involved in the key orderstb 
mentioned he thought something could be done to ta~e ~aredo~ e 
situation: At least, he said, he had worked outra w!~ :~id h~ 
1oue plan whi ch he would Uke to ~~t i~e;or!~d =r· Stillwell said 
would t urnieh Mr . Stillwell w1 th tie or' the 15. ~r 20 cOttpanin 
that be would have the representa vee 
in New York on MondaY• 
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Mr. Stillwell aeked the Secretary whether he eight state 
at th1e aeeting in New York that if the industry did not work 
out priority on these ordere the Oonrnaent would probably han 
to establish a priority eyetem, He &eked the Secretary if he could 
quote him somewhat to t hat ef fect, The Secreta ry ea1d that hie 
name might be used in saying it wa e important t or the industry to 
t ix up some eyetem or priorities, but that he did not r eel the 
Government should dictate to the industry, The Secret ary added 
that he hoped the indus try could do ita own policing, and he 
usW!Ied this wae the way the industry would prefer to handle 
the situation, HoweTer, the Secretary continued, his offi ce wae 
at their diepoeal, wi th the backing or the President. Redid not 
want to put pressure on the aanuracturere, but they eight put 
pressure on hi• for help, He added that if ae a last resort the 
industry wished the State Department to eetabl1eh a aoral embargo 
on machine tool exports to certain countries he would take the 
matter up with the President. The Secretary t hen asked Kr, 
Stillwell if hie remarks answered hie question, Mr. Stillwell 
replied that they did , and that he would do a little interpreta­
tion on hie own part but would not quote the Secretary any further 
than he had indicated, 

!Jr. Stillwell suggested a priority schedule sor.~ewhat ae 
follows: England, France and the other allies, then Japan and 
Russia. Captain Collins suggested putting South Ameri ca before 
Japan and Russia. This was satisfactory to Mr. Stillwell, but he 
said there was not much business from south America anyway, The 
Secretary asked Mr. Stillwell to brtng in a priority export sched.­
ule tor t he irouetry next Wednesday, and at that time he m1@;ht 
have some hints, 

Ur. Stillwell asked 1t it woul d be posUble to get the 
•a Program• (eo-called October program) or the engine manufact­
urers i n ad.•ance, The Secretary said. he did not think the 
machi ne tool industry had been taken i nto confidence hereto-
tore but hereafter they would be informed Jus t as soon as any­
body 1elae. He said he would call t hem t o ~ashingt~ndw~~ta~~at 
ne" developme nts took place. Mr. St1llnll colllllen e t d the 
procedure would help tremendously, The Secretary eug~eedeand 
firs t problem ~e to take care or the program ~owto~ ~n 
t hen take care or the "B Program• when it even ua e 

th t Mr PurTiS and Mr. Bloch- Laine 
The Secretary indicated 8 • s and they would be 

would come into the meeting in a tew min~t:aid he would like to 
available for questioning. Mrt St1l~w~~r t he next year. Re added 
ask them what they were going 0 nee rently did not know, but · 
that ae tar a• he could telli~hethyi:P~untrr were at war such a 
he would hate to think that • 
question could not be answered. 
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!lr. Punie, Yr. Bloeh-Laine ca t i 
Baker joined the conference. • P a n Jay ' •a11let and Yr. 

The Secretary told Yr. Pun1e and Mr. Bloch- Laine that the 
should analy~e their American aachine tool ordere eo ae to pro~de 
a breakdown which would indicate the part absolutely necessary tor 
airplane production and t hat which wee going into stocking et 
Mr. Blocb.-Laine said there was no stocking inYolved i n the' Fre~~h 
machine tool orders, Yr. PurYia wee not so confident about the 
Brl tish s1 tuat1on but said he was haYing the matter checked. 

lolr. Punis sai d that he realized the Br1t1eh and Frencb 
c~vernmente theaeelYes should attempt to establish a priority 
l i s t on order• t or American aaehine tools. The Secretary asked 
if the list would be reacly by Wedneeday next at 9:15 A.!l. Yr. 
Purvis and !lr. Bloch-Laine both said they thought it would be 
reacly, The Secretary co11111ented that the sooner they knew .mat they 
wanted the better ott they would be. 

Yr. Berna asked Yr. Pun1s 1t he could aay now "f!hich they 
wanted- planes or tools. Mr. Purvis sai d t ha t he could not as 
the airplane program OYer there wee very important. The Secretary 
explained to Mr. Blocb.-Laine that the tiret thing to accompliah 
was to ge t the present French orders out before any new orders 
were taken. He added that he had not realized the situation wee 
as bad aa 1t waa. Mr. Puni s said that he was now really getting 
hie t1 ret picture ot what the actual 81 tuat1on was with regard to 
del iveries. He said the Secretary's approach to the problem wee 
t he only way he knew ot tor working out a solution. 

At 11 :15 Yr. Bradley and Ur. Xreusser arrived. 

llr. Jrreueeer outlined hie problem and said thet h1a company' • 
dltt1cul t1ea were ainor as ca~~pared w1 th those ot Pratt- Whitney, 
!or example, but that he would also turniah a list ot machine tool 
companies involved in orders which were slowing up th eir actirtty. 
He pointed out that, unlike Pratt- Whitney, tor example, hie com­
pany's situation was not that ot adding another peak load when 
they were already operati ng at peak production. 

The Secretary suggested that the representat1Yes or the 
machine t ool indue try and the airplane eng1 ne manurac~u~:r~ ~~~ht 
meet in the Secretary's conference room to reYiew n e 
machine tool order requirements , 
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'ftw repr11en~a~iT11 of the Bri t11h bondholder• are 

groaUr oppo10d ~o ~he plan Wh1oh ~he H1n1e~rr of J'1nanoe 

1e oone1de.r1ng a~ ~he pr11ent Uae, under which paraente 

would be ll&de on the bal1e of ~he relat1Te poa1t1one of 

~he final r•ar of ~he .A.ranha plan (that ie, pqing 

41.26 percent, -62 peroen~, "-' percent and 150 percen~ 

rllpeot1Telr of the .A.ranha plan during the next four 

rear• inetead of pq1ng 60 peroent of eaoh succeaaiTe 

rear of tho .A.ranha plan) . The H1n1eter of 1'1nance bU 

rece1Ted a aiaorandua froa the Britieh repreaentat1Tee 

vhioh etatee ~hat the plan 11 totallr unacceptable ~o 

thea &D4 that the7 would protut etronglr against i ~ . 
The -randua went on t o aa:r: 

~t 1e quite 1.nooneietent With the whole baeie of 

the .A.ranha plan, ae aocepted b7 the .Uer1cane in 19:5:5, 

and takee no aooount of the pr1or1t7 right• and euper1or 

810ur1 tr of ~hi loan• 1n gra4ea 1 an4 2, ae eetabl11hed 

in their reapeoU.,. oontraotl and oonfi~ad b7 .A.rt1olea 

1 and <& of the .A,ranha plan uoree. 
It 
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It ooa,rao"'-1. l"Ul.ee ue to be ~ 1poHCt, ~" 

1e ao · JlleUt1oaUoa tor ao' sh1.J:IC sraAe • u sood hr.e 

•• Sl'ade a, ao4 all 11'&4•• wolll4 &SaiD be eubJeot to 

further debate. 

GnA•• l ao4 2 wollld alreaq be llakiJ:IC a hea'Q' 

eaol'1f1oe b7 S1 't'iJ:IC up flO~ aD4 a1Q' tul'ther HeluoUoa, 

1a nepeot of e1~ 1atereet or a1Ak1DC tllD4, 1e 011' 

of the quen1oa. 

!be propoeal vollld 1D-roln depleUJ:IC gz'l¢ee l .,a 
- t:'d'f:? , 

2 b7 poWI4e ~8,000 the tint :rear, pounde aBl!. the 

.. oond ao4 pouade 298,000 the thil'd; all of 'llh1oh wolll4 

be 41.,..1'te4 to 1Dtel'1or and partl:r ll\ln1o1pal gradu. 

Ye attaoh snat 1aportaaoe to 11Dlt1ng fund• of 

grad .. 1 ao4 2 aod 1D no o1rouaetaoou oollld agree to 

further re4uo,1on of the••· • 

(l) 
i ,.. 

-< - -.,. 9 
7! " ~·~ > ' :,;, ...... 

JL J 

"' 
.o 
•'"' c·_ ., .,;:..1 

~ > 
: .. f'-·"' a • 0 <.> ~ ...... dl ... 
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Operator: Hr. Alsop. 

m:Jr: 

0 : 

Joseph 
Alsop : 

S!Jr: 

A: 

:"'Jr: 

A: 

~ ... ·Jr: 

A: 

h>'Jr: 

Hello. 

Go ahead. 

Hello. 

Hello, sir. 

~'mbbr1eak1ng oy own rules by phoning because I happen 
o e saVing town tor t he rest or the day. 

Oh, I knew you were and I reel like a oonster t,0 
bother you and perhaps you vould rather have us 
talk to someone else. 

If ell, it you 1 11 Just g1 ve me a sketch. 

\~ell , I ' ll give you an exact sketch or what it is . 

Bob picked up in the Treasury a very strong indica­
tion that you weren ' t ~ltogether contented wit h 
the way the British and French have been handling 
their general purohaeina nolioy. I don't cean by 
that the specific detail s or ourohaeing, but the 
general policy because you were represented as 
reeling that behind t he pol1oy there vas an effort 
to , ae it were , crowd t he Treasury into helping 
t hem somehow or ot her to get ored1ta. And I wee -­
the story vae • ••••• 

llo • 

•• •••• that you felt that they had ample supplies or 
easily mob1i1zable dollar exchange in the neighbor­
hood of five to eight billion dollars and that in­
stead or worrying and fuming and sayi ng that credi t s 
would be inevitable and eo on and eo on that they 
ought t o go to work and mobilize t heir exchange and 
start spending it and stop t alking. And so I looked 
into the thing on the other end •....• 

Yea . 
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A: 

m!Jr: 

A: 

l-~!Jr: 

A: 

HHJr: 

A: 

H"!Jr: 

A: 

~~'Jr: 

A: 

P.HJr: 

A: 

m:Jr: 
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•••••• and I-- I 1n making 
your Yiew oone1etent in my mind with what seemed 
to be the sit uation beoause I waa told that pro'­
ably in the r1ret twelve months they would soend 
in the neighborhood or two billion dollara of their 
exchange, and that• a, on the baais or your eat1mate~ 
which they don 1 t seem quite to accept, 'llow well 
over a quarter and perhaps over a third of their 
total available supply of dollar exchange • •••. • 

No. 

•••••• and t2le poe81b1lity of a long war 1n sight, 
and no way t be.t they oan presume that 1t they run 
out of exchange we'll be will ing to help theo. 

Now, Joe, What you•ve got ie bite ot truth but you 
haven't got t he Whole pattern. Now, I ' ll be back 
tomorrow and ••.• .. 

Perhaos 1 t would be better tor us to to wait and 
get the whole pattern. 

I think eo because you've only got bite of it. 

Yeah. Yeah. 

And it - - let me when I get in -- I -- it's -- I'll 
give you a r i ng the first thing in the mor ning, 

All r ight, sir, Fine. 

We' ll tix 1t up sometime during the day. But you' ve 
got bite a.nd you haven ' t got the pattern. 

I eee. 

And I I don't think it'll do anybody any parti­
cular good to write it ••• • •• 

nxioue I felt it was Well, that was why I was 80 a I ;,ouldn' t have 
a terribly importanttthsu~J~o!a!":wrully anxious to troubled you exoep a 
avoid going wrong. 

d and what I'll do 1e I ' ll 
I appreciate it an ; - .and then we'll decide 
tell you the Whole • orJ 
what you oan uee. 
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ID'Jr: 

A: 

HJar: 

A: 

h~!Jr : 

A: 

E!Jr: 

'11!Jr: 

- 3 -

All right, Sir. Fine. 

How• e that' 

That 0 s pertectly grand and-- and early in the 
morning I 011 be at my house and I t hink I ' l l be 
a t my house until you osll me . 

\fell, I' 11 g1 ve you a ring just as e oon as I see 
What my schedule is. 

All right, sir. Well , that's splendid. 

'1'bank you tor calli ng me . 

Fine. 

Goodbye. 

Thank you very much, sir. 

Goodbye. 
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n.. \ollias ot tee\ of s.or.,..uuuoa Pl•o l o. _ n l.l r onl\ in 1111 aaa\1&1 rodD0\100 of upond.iturOI AI ! ollOYII 

~- (a) n.11 rolllll\ 111 .,. - 1 red\tc:Uoo of W ,loo.oo Sv.booo\ta (b) will n••li 111 1111 &11111>111 r«<<\tot1on or • 8,~.00 S..b-Ua (o) n.11 r elllll\ 1n ao ...... ..u r ecblct1oo or ~ e.cqo.oo 
!o\al. ..-1 redllct1• .\,9, 600.00 

----- ----· 1940 . 
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• TREASURY DEPARTMENT 380 
INTER OFFICE CON NUNICATlON 

DATE January 31 , 194o 

to Secret ary Mor genth&u 

FAOM !l.r . Cochran CONFIDENTIAL 
The dull tone that prevailed in the forei gn exe~ I!W'ket yeaterdll,y 

continued t oday. Sterling opened at 3. 99-l/4 and tho rtl y thereafter oovod 
~:r t o t ho lov of 3. 99. During the afternoon, the rate recover ed to 3 . 09-l/2 . 
tt el~tod at J .~-3/S . -

S..Ueo o! apot • terl\ ng by the tour report!~~& biUI' :O tot3l.ed ..._?09 ,0(11), 
fro, t he followi ng sources: 

!1 co~relal concerns .....•................•..• • 15h,OOO 
By !orei91 bMks (Europ e) ....................... ~ 55,000 

Total ... 1. 209 ,000 

Purchases of a!_>ot ster ling ftlll<mnted to lol8) ,000 , aa i ndicated belov: 

By commercie.l coneerne • ••....••• .. ..... ..•. . .... L 152 ,000 
By foreign bank~ {Europe) • . .. • ..••••..••..•. . • • • L 31 ,000 

Total • •• 1. l SJ , OOO 

'!'he f ollowing reporting bank• told cot ton bills t otaling ~5 ,00~ . t o 
tho :Sri tllb Control oil t he basis of t ho official r t>te of 4. 02-1/ 2: 

I. 31,000 by the llational City llrnY. 
9 ,000 b:r t he Our.rnnty '!'nat Co . 
~,000 by the !nnY.'of ~!anhattan 

I. , 000 To t!U 

'nul dlacoW>t on t he Cuban peso hrproYt<l slip t lY in tho l"st f ev d11,vs 
~11i to4ay it vu q_uoted at 9-3/8,': dtecl)\LDt. ':he rate to: the ~!exlcan p eso 
n.. reoained steady at ,1672 oince Jenua.-y 3· 

The o t her important currencies closed os f ollowo : 

J'rench franc• 
Ouildera 
Sviea franca 
Bel g"" 
C8l'I2JI.ian dolll\l'l 

. 0226-l/4 

.5)08-1/2 

.2242-l/2 

. 1697 
12-5/16.' d locount 

ld 5
00,000 SYlos f r anco f or ~~e­

'I'be federal Reaerve Bank of liev Yor« IO 
:'unt of t he National !enk of JUgoal 8v1a . 
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• 
Ve eolA $,0,000 h col4 \o \he JaUo-.1 :a.a ~ 

ito ....,....ked 8COO"IID . - :lolcl• h beaMed \o 

Ve purcbaeed tii,!J12,000 1a col4 <If wbioh $ 
...-rke4 accoiDit <If the :a.a <If :r1a1u4 !ha l,Ol2 ,000 -• rel-..4 fro. t he 

I 
trOll the •~ked ac""""' of \he lull: of 111re4 llal.NOe, $},CJO(),OOO, _. rel .. ed 
t he oale <If both rel .. u of col4 are beiDC ::;. !ha proceed• reoeiYed trc. 
ot Jinlan4 at the Jederal Reoern l!W <If .::Tor~~ \o \he accowat of the luk 

cold: !rile Jederal :a .. erw l!W of 'lew Tort reported the followiDC ehi:pMnte of 

$ 1,235 ,000 froa p...,., ehippod 117 the Central Ruern .lluk of Peru t o the CheiO · 
,, llaUonal llaDII:, 'lew Tort, tor tale to the u. s. UINIT Otfi 

1 .. ,000 troa c....4a, lhl:w-4 117 \he 11o7a1 llaJik ot 0ua4a . ••· 
.,....,_...,,.,.,.-=,..,'lew Tort at;"ODC7 for eale to the u. S UINIT Otti~•Kontreal, to ito 

$ 1,2119,000 'fetal • • 

!he State Departaent fonanied to ue cableo etatllll; tbat tha t 11 ..... 

sold thl:s-•-'• would be ado: 

0 0

·-

$ 3 ,}1!0,000 troa Swede, tbipped 117 the l!W of Svtden to the Jederal Re'""' 
:BaJllc of 'lev Tort for aceowst of the lluk of Svlden. 

702 ,000 froa :..SlaDd, repreoentl.Dg two ohipooenta 117 Seauel Montacll and Co 
to the lev Tort Truet C011pany, !few Tort. ' 

212,000 froa lllclalld, ehipped 117 Saautl Montap and Co . to the :Bankert 
Truat COIIpaD7, lew Tork. 

14,000 froa lliDCland, eh1ppod 117 Mocatta AD4 Oold•i4 to the Banque :Belp 
pour 1 11tr&DCer, lew Tort. 

}61,000 froa India, ehipped b:r the llatiollal Cit:r :Bank, Celc:utta , to ito 

,...,....,..,..,-::::o:x head office at 11 ... Tort. 
$ 4,b&§,ooo 'fotal 

l!he 4hpoe1t1on of the ehipaent from Sweden 11 W>l<nowD at the p resent tiee. 
'l'ht ehipach ooa1DC froa Jnclncl and Inllie will be ool4 to the U. s •. boa:r 

Offic e at '1ft Tork. 

!he u . s . ..,,_, otf1c• at 1ft Tort rece1Yed todq a ohipaent ot cold 
't'&lued at $236 ,000 vhioh -e oent to thh eou.ntr:r liT the Bo:rel :Bank ot Canada, 
V.ont rael, for aceount of Stella Innotaento Ltd., P-. Ve han been a4-
Yiae4 117 the Bur- of tha Mlat that IIPJ>rO:dMhl:r $110,900 ot thio ehipaent 

cono1ote4 of ~ian cold bar•· 
!rile Jadaral Reo &rYe llaDll: of lew Tort recehed a cable troa the :B. I .s. re­

quetUDt: it to apply for a l1oenee to tranofer approxillatel:r 16,000 fine """"'" 
of cold (abollt $560,000) froa l!.r.s. AccollDt 12 to :e.r.s. Account 15. AcoollD\ 
fe 1o sold owned 117 the :e.r.s. Ool4 held in AccC\lDt 15 1o the propert:r of \ha 
:Bonk of J!o\onla, !'alllan. !ha 'fraalllr7 cranted peral.ooion to the redaral ~0 
oalr:e t hi e tranof'er. 

coNFIDENTIA~ 
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'f'lte LoD4on fW~~g pricea for apo t Nl4 forvl\rd o1h'er experienced a 
lOOderate reconr7 to~ on o"''ll.l local opec:ulathe 'ln171J:~&. At 21-3/Sd, the 
spot price allowed a gal.n of 5/164. !be forviU'd quotation vu abo 21- 3/Sd, 
up 7/164. The U. S, equhalento ware 38 .38~ N14 38.14~ reopecthely. 

In Bomba.y. the downward liiOVer.!OIIt or tho tllver price , ... r eYereed todiiJ'. 
the quotation adYN>eing to an equh alent of 1~.16~ , up 1-l/Sf The Reeerve 
Sank of India' • recent purchaaes of silver in tho Indian lla<~a as mentioned 
in yester day ' • report, vas p r obabl y a factor contributing to the,higher quot o­
tton . 

!!andy Md l!&rmanl s nD4 the Treuury' o pricea for foreign silver vore un­
chan&ed at 34-3/4¢ and 35¢ r espectively , 

lo'e D3de oeYen purchasee of sil•er totaliDG 775,000 ounces under the 
Silver Purc!laee Act. Of this aJ::lunt, 450,000 ouncee r spreoented oales fro:> 
'rrventory by one of the reflu!n,g compan1ea, aD4 the re!!A!.Din& ~5 .000 ouneee 
conaioted of new product ion fro3 foreign countr ies, for forward de1i~r7. 

lo'e aleo purchaaed 175,000 ouncu of eUnr fro= t he lll\nk of Canade, which 
rahea tho to t al bought f r oJ: c...,.~ durin« Janutu"y t o the agreed limit of 
1, 200,000 ouneee. 

Dur1J16 tho month of Janua..7 we !lurchaaed a total of 12,849,000 ouncu 
of oilver under t he Si 1Yer Purchase Act. The oourcoa of thio silver are ao 
!ollove: 

T'lPE OF SILVER 
New Production from Abr oad 

1 , From Canada under ejtree.,ent 
2 . From for eign countriee 

Secondary M6teriale 
lnYentory S111'0r 
Tra4int; SUnr 

Total 

1,200 ,000 
7,250 ,000 

263,000 
3 .~08 ,000 

728 ,000 
12,849,000 

llr Xnoke GO"' 1110 tho following data v i th :By telephone thio after noon • At the u.., of the l81 t rsport 
respect to Ruuian accounts at t~~e:!.balance or $2 ,9QO,OOO vlth the 
on January 19 , the State Bank of • a $II ~oo 000 During the s"""' "er!od 
Chase lla.nk; u of today the balance 11 · r'iu;ai;vith the Chase :Sank declined 
the letter• of credit of the State :S~ 0 f Amtorg with the Chaoe rote fro• 
!rom $6, SOO, OOO t o $6 ,200 ,000: the ~ tf'ceeo~ credit "!'P•ared for the firot 
$900 ,000 to $1 ,000 ,000; Md Amtorg 1e d ::er reference the principal !n-pqmonta 
t111l0 ot $2,100,000. During t he pe~ \ud d ~5 000 000 b;,o tho Rotterdem ilank, 
to tho Ruu1an State Bank account _no OOefr:m• t ho' Central llank of China. Out­
$1,000,000 from Sw1tzer1Md, and $52 •0 $400 000 to the Eurone811 Bank for 
~a.rmenh included $3 , 500,000 to Am;::~ Work; , • 
:orelgn Trade , and $97,000 to the 

CO NFIDENTIAL 
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Mr. :tGob aleo -Uolled to .. U...l lew Tort beta W reC411ftd. repor\8 
fro,. LoD4o~> lbat the l'll4eral lleaerye llal>k VN nov looklac ll>to the o ... nh1p 
of gold offered for aalo 1u lew Tort. X..ob l bo"Chl tbia quuuo., probal>17 
eroae fro• tiM publ1c1t7 chel> tiM PNt fav b.ra t o tiM quaaUon of lbaalaa 

ld. lnob 1nfoi'M4 the hqu1riac banlta that the J'oderal Reoene 1o not loolo­f'"' into tho quotlou of oweroh1p of gold offered for oale. Bovner, U 1o 
follovinc ita U8ual :i)ract1ee with regard to I&Uof)'ing 1helf aa to OVI>eroh1p 
of gold offered for earmark, 

' 

CO NFIDENTIAL 
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INTEJt 01'1'1C& COMMUNICATION 

DATa JanUA:'J Jl, l9llo 
ro Soor<~tU7 Morcentbau 

ntOM !-!r. Coo braD 

At 10 o'' olook thla aornlng I reeoh'od OoDgreoa..,. ll:ut 1. toller 
ot Illinoio, who had aalted orlgllllll.l7 tor &D app<>lntaont vlth tho 
Soeretarr ot tb8 'l'reaCU%7. Mr. Iollar waa &eCOl!lpaDiod b;r Mr. lgoD lftdtll, 
Rlh Tover, Jlav Yor!c, a Dlu>1ah frltnd ot t b8 Congrouu.D. l(r. Iollar 
brought up tbe qneaUon of fl~~&cl&l ald tor 1'l:ll&Dd &Dd ....,ted to mov 
~t t ho 'l'roaCUZT coald do to 0 atabllho l lDDhh lnduat..,.. • I e>:plalDod 
lD ao•• detail tlw lWh pl&Ded upon tho '1'roa11U17, lliMl;y, that lt could 
lll3ke no loaD to llnland vltbwt CoJI&rO .. lonal aut hor1t7, and that tha 
Plnnlah oltuaUon at proaant h not suoh 111 to varr&Dt &111 oxcb&Dgo 
atablllsatlon operation b;r our J'wld. WbaD ha aoked vho could IIIAlce IIODOT 
aTallablo to linland, I r<~aiDded h111 that thla vaa a mthr t o vhlch 
CoDQeo• vae gi'l'illc IIUCh atteDUon. and prosuaob17 vould bt oottlod at 
tho Capitol. I e>:plaiDod tha - hport-l11p0rt Bank loana vorl<, and I 
alao roc&llod tha ncceatlon aado b7 Senator Barrhon ot hh prou eon­
terence 7oato~ in regard to the tlototloD ot a FlDDloh loan iD thla 
eountcy. Our cot1Toroatlon vaa long and rtlllbling, but t ho Th ltors oooaod 
entlrel7 aothflod therovlth, &Dd the ot110aphero vao bopp;y and cordial. 
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TREASURY DEPARTMENT 

TO 

Ill', o..u.a STRICTlY CONFIOtNTI Al 
Ill'. lla-.o, "-tal Ab!Ml' to \Ill ~taa W.Uoa, IIUIIIIM4-quartero 1A Wew Torll:, oalled. oa • '117 ~lat-t tllio at\oi'IIOoa. .. ba4 alroaq ... Dr, :hlo a\ tllo 1\a\1 Depanaoat &114 ba4 \al.loe4 wl\11 

OoYorDOr Jlgrl- u4 Ill'. boll:a la Wow Torll: wltllla till put tow..,... 
Jo\11 ~ .-4 :hh lla4 -u_. tllh a\\or \o ... lliiOiol 411'10\17, aat :hla \llroqtl Joo Oo\ \oa, 

lla<rae .....,. la - u\al.l \Ill latorauoa ooa\alalt4 1a \Ill at\aOIM. ca'blo.,_ 125 '"- \M .a..n- lllaiator at hol&poot &114 abo pro • U. attaoW be -"•Sac Ilia ,..,,_, 111lloll, 1a tva, ba4 'bloa 
b&ll4 v;poa a --~ e1ola » lla4 roooln4 troa llr, l'ulm, ....., h, I bollno, aa ottloor ot t» •uoaal :aaa11: ot lllalcar7• 
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private and Contldeatlal _____ ____ , ___________ ____ 

SI.I&:AitY C:l TllE REGULAT ICIIS 

or THE li!Y HUNGARIAH Pai!ION !XCIWlO! Pa.ICY 

On account or the decline or tree foreign exchange recelpte 

dur ing IB aonths preceding war, It bee ... necessary to further 

devalue pengoe In order to Increase foreign currency recelph. 

Therefore, t he Na tional Bank ot Hungary dur ing Septeaber 

has devalued pengoe by about tan per cant, In order to lncraaae 

expor ts toward countries with rraaly convert ible exchanges . 

Neighbours hav i ng no convert ible excha nges wanted uo to In­

c rease rate or the ir currency which the National Bank or Hungary 

could not acce pt on account or reason• or principle and aloo tor 

practical and economic reasons. 

However, It could not g ive absolute reruoal and In order 

mee t at least neighbours preotlge requirements It decided to 

ra i se pengo• ottlclal rate to Auguo t level . 

Thls would have affected our exports to countr~ with 

convertible exchanges and wa a r e therefore applying following 

method! 
In future, Cash orrtce or !'ore! gn CredIts will buy and oell 

at llO percent pr .. lu. twentytlve percent or all t ree exchange 

otrered or sold re-lnder or 75 percent baing purchased or oold 
1 with t he result that by National Bank at 50 percent pre• WD 

average prealu. wlll be 65 percent. 
t can obtain tree Consequently, as hi t herto, any lmpor er 

·- r •17 60 - $17. 75 per 100 pengoa. pengoea at t.ha ra ... o • • 
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• nox. 
DAft I 

Aaer1oan Legat1on, Budap .. t, RWlgaZ'J 

.Tan11&1')' l!e, lGta, 1 p.a. 

JO, I 211 

387 

Reference 1a aade to telegram of Januarr 19, Bo. 16, 

troa the Legat1on, 

'l'he Preddent of the lat1onal Bank hu nov oont1raed 

to ae the 1ntoraat1on oonta1ned 1n the above-mentioned 

telegraa. 0tt1cial deoreee have nov revalued the pengo to 

the rate wh1ch ex1ste4 1n August ot laat :rear, 'l'he Hungarian 

GoTernaent haa adopted th1a aethod to maintain the monetarr 
it 

structure of the oountr:r, and/ia aarel:r a tiotitioua one 

to aatid'r the deaand ot Gerii&Jl1 . Extra pre~~~iu.u will be 

g1Ten to exporters and to touriate, eo that the:r will autter 

no loea. 'l'heretore, no real change will take place. The 

oounter-va1l1ng dut:r proTh1on ot the Tar1tt Act apparentl;r 

11 not 1ntr1nge4, e1noe all ooameroial tranaaotione will 

take place according to the new t ol'IIUla; therefore the 

Federal R .. erTe pengo rate will not han to be altered: 

Baran:rai, the Pr .. 1dent of the National Bank, aelta 

that the foregoing information be given to the Federal ..., 
Re .. r-ve. 

I am een41ng a tull aail report on th1a aubjeot. 
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• 

DEPARTMENT Of' STATE 

WAIIHINCJTOH 

JI!JIU&1'7 ;,(), 1940, 

~· Beoretar7 of State preeente hie oompl1aente 

to t he Honorable the 8eortt&l'1 of the TreaeU1'7, and 

enoloeee t or hie i nforaation one oopr ot each ot 

the following telegrue : 

Paraphra81 , llo. - 2& of J anua1'7 29 troa Budap .. t . 

llo. &7 of J anual'J 29 to Parle 

.... .. 
"1 

.... 
Y! 

ut: ~ -·:. .-., . 
~ e:.> -1 

-<~ 

I 
I 

" 
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From: Swedloh Government, 
Stockholm 

Da te: JAnuary 31, 194o 7 •45 pm 

To: Mr. Cochran 

Following c~ge in note coYer vi l\ be publ!ohed with 

next >"eeltl)' etl' te,.,nt. l!etelHe coYOr t'> co~toln Rll gold 

abroa4 . Gold abrcad :;>r evtouoly counted a o utelllc co•er 

onl)' up to fU'tee:> percent of tote! ""'telllc coYer. f or 

calculation of note houe f'Old vlll be counted •t O'lrrent price, 

For accounting p~rpoaet old price of 2480 kronor per ki1ogrammo 

maint ained , Please send co~)' t o Sta t e Dr~ortmont 

Roath Rikoba11::en 
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Oftr W.~flft ;reare aso llenry llargeutllau J 
oallecl upon to a14 tlw work or thie Auooiatl on. In 11h/h. ":. 
ohooen br t he T. W. B.A. and the Educational Alliance to help 1n 
elillinatinc dittioulti e o 'llllioh had o.ri .. n out of the i r j oint 
operation ot a e..-r 081:1p. lle and hh au oolateo perfo"'"'d a 
t u l< whi ch oreated Surpri .. Lake ca"'P a nd tor oYer 13 yooare con­
tinued the work wblob hao lllt.do po .. ible the o&:llp of today. 

B1a othe r o.ctl'ritiu ha.,. been Yo.rled t ra.._r, pub­
Uahar, ll..,ten&Dt ln tho U. S. llo."71 ConoorY&ti on Co:;aholo"" 
Of the State ot lin Tarle, Goorornor ot the Para Credit Ac!ll1nl~t~­
tlon , Und....a.oretery ot the Treuury, Aotlns Secretary o r the 
Treu ury, a,. S.e ret.ary e illae ...._,., 1884. Du.r1.ns thie parted 
he hM ...., ofthoonted with probl•• or unprecedented ,..,...de. 
Thee• he hu ool nd br paillatakl "S dq-by-<la y hard nrlr. J!lo 
d111g<mt d..otion to duty, h !o ••• •• or tairnuo, bh a orapvlouo 
honeety, ble dnotod l oyalty, coupled with extraordloary ueoutbe 
abUity a nd e ound jndpent ha..e earned hi• tha •dnllro.tion ODI! 
reapeot or all , - ct••• ef t ltUea ct:a lcee no' l:s ait h 1 t 1 ••tthh· 
ot'r• 'n b'alt p' ···e. 

Out or a .. lter or o .. rlo.ppint; 86tno1•• he ouoeoedod in 
croatiJlf; in 1933 a completely ooardlnated oyatem ol' f arm oredito, -
an outot andi"S aoh1 ... e•nt in gon,.,_nt,al orgonh ation. Tn the 
1'rou ury DepartMnt hie llltl:I&IO""'nt or tha public oredi t and hand liDS 
of other .,pre..ly difflGUlt problomo o.ri o1ng In oonneotlon with the 
J:o.tlon 'o tlnanoeo haYe been aohien•nte oalllnt; tor the greateot 
oklll a,. jud~t. The lmge Depart..nt 'llllloh he he ado, with Ito 
60, 000 &~~pl..,..o, 1e charged not onl y with the laportant dutl .. or 
public tlnanolnc, bat a loo elllb.,.oeo ouoh d1Toru a otirltl•• o.o tho 
Coaot Ouar4 and L~bouoe SorTloe, the Bur .. u of Kn,;rarlng end 
Printing and t he -t !Joportant s roup of 1• e otoro-nt ••m••• *" 
t he fede.,.l ,_,_!It. Bio !!.Odeoty heo prennted Ill= and reotrai.Ded 
othe ro tr011 •klnc It r;ecerelly e-n that ha hao out all thuo oar­
Tic .. on a new buie ot off lol•J>OY and cade tha •oot kporto.nt and 
010ot d 1.,.,... Departll'.nt of tho ~o,....nt e • odel ot adainla t ratln 
organ hatton. 

Bezry r.lo rgenthau , Jr., eon or a dietlDSuhhod rather , h .. 

won die tlnotlon ID h ie "'"' nue. Arte r he hu laid down t ho exaotiD& 
dutloo ot h h prooont otrloo, he ohould be trM to dnote hweH to 
II8D)' yearo of netul I OrTi oe to hb tellCIIf men. The Asoooiotlon io 
proud t o honor o. pvbllo oernnt who hoe e o loyally and foithtully 
OUTed h lo I ta t e and CJOIJDtry • 

,,, 
• 
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Address ot Secretary Uorgenthau at the ann*!l dinner 

of the Ol4 T~ Tioers ot t he Y. 1!, H. A. on the 

occasion ot the 66t h annual meeti~ ot the Young llen 1 a 

Hebrew Association, at which citati ons ot honor were 

awRrded to Judge Irvi~ Lehman and Secretary IJorgenthau 

Held in Ne~ Yor~ City. 

391 
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MY very good !riend, Mr. Greenbaum, has 

asked me to give you some idea ot what we do 

in Washington . I think I can beet do that by 

taking you behind the scenes and telling you 

what happens in the Secretary ot the Treasury's 

ottice during a typical day . 

I start the day rather early. During my 

years in Washington I have been grateful tor 

the habit, tormed many years ago, or getting 

up at halt past six . This gives me the chance 

to glance through the leading New York and 

washington paper s and ttnish examining the 

material I took home the evening before . 

Otten b,y seven- thirty I have been in touch 

with one or mor e ot my assistants by telephone 

to get something started early • , 

392 
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I 1 m at rat d that doesn 1 t make 1118 too popular 

with the wtves or 1ey starr . And r am quite 

l i kely to ask one or 1ey starr to walk with me 

the two m1les to the ott1ce in Order to talk 

over some problem which I may not have time to 

dtscuss later in the day. 

~~ o!ttctal day begins at 8:45 when 

Mr . Merle Cochran , the director or our two 

billion dollar stabilization fund, reports to 

me developments in the leading foreign money 

markets or the world; Mr . cochran has already 

been tn telephonic communication with our fiscal 

agent , the Federal Reserve Bank or New York, and 

wtth Treasury representatives in the leading 

financial centres or the world . 
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It is his business to bring to my attention 

whatever or importance has arisen with respect 

to the silver, gold and roreign exchange and 

capital markets . Together we plan the day's 

operations or the stabilization rund. • 

By the time I meet my starr I have a 

pretty good picture ot what is happening in 

European money markets. Occasionally there 

are unusual episodes which require immediate 

actton and there are ttmes when it is necessary 

tor me to call up London and Parts in order to 

give instructions to our representatives in 

Europe . 

At 9:30 I hold my starr meeting which lasts 

!rom a halt hour to an hour depending upon the 

kind ot problems that come before us . 
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This meeting is attended by some ten or a dozen 

or my assistants and advisers . I like t o look 

upon this group as a sort or Treasury Cabinet . 

It is not a formal cabinet but consists or those 

whose departments are closest to the special 

problems of policy which confront the Treasury 

from day to day, and who are therefore in a 

position to contribute most . 

There are a great many people who think 

that Treas~J activities are confined to t he 

highly unpopular sport of collecting taxes and 

who fear that when they hear from the Treasury 

it must be because t here is something wrong with 

the 1r income tax ·returns . we had an amusing 

example of that last week . One or the Assistant 

Secretaries called up an important bUsiness firm 

in Chicago to obtain some needed information . 
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When the Washington telephone operator announced 

that the Assistant Secretary of the Treasury was 

calling , there appeared to be considerable to-do 

at the other end . After much delay Chicago 

reported that the President of the firm was out; 

the three Vice Presidents were out too; everybody 

was out . Apparently there had been an exodus 

in the middle of a working morning and one lone 

stenographer was holding the tort. About a halt 

hour later the Attorney tor the company anxiously 

called back to find out what the Treasury 

Department wanted from his concern and was much 

relieved tO knOW 1t was only SOme technical 

information . so the next time you get a tel ephone 

call from the Treasury don't run tor your lawyer. 
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The Treasury does a lot or things besides 

collect tng taxes . We collect money and we spend 

money; we borrow money and we print money; t he 

Treasury engages in gol d and s!lver transact! ons, 

and makes the purchases or supplies ror the 

~ederal Government. 

It runs· down smugglers or narcotics and 

counterfeiters or our currency ; it supervises 

national banks and examines your baggage when you 

return from abroad . It takes care of lighthouses , 

patrols a lmost every mile of our enormous shore 

ltne at least once a day; helps boat s in dtstress; 

enforces the Tariff Act and neutrality legtslatton , 

keeps government accounts, and until thiS year 

took care of Public Health, and construction or 

Federal buildings , when under the Reorganization 

d ~rtmentaltzed. 
Plan those services were ev-
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We administer the two b1111on dollar stabilization 

!und and protect the internal and external value 

or the dollar . We even print postage stamps. 

can 

You might well wonder how so many activities 

cr~J 
possibly be administered by one person . one 

1\ 
o! the rirst things I learned ln my government 

experience ts , that a prerequisite or good 

administration is to separate the important 

!rom the unimportant; and policy !rom routine . 

I try to carry this out . Only 1! the less 

important and the routine are delegated to 

subordinates is it possible to get through~ ~ 
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The second prerequisite ot good adrntntstratton 

ts to select a starr ot highly competent , l oyal 

and able assistants who w111 supervise the 

routine work or the dt fterent branches or 

Treasury activity and will consult t he head 

only on important matters or policy, kee~tng 

hlm abr east of all main developments 1n their 

respective divisions . l,'Y n1ne-th1rty group is 

recruited from these assistants . 

I t hink you will be interested in what 

happens at one of my nine- thirty meetings . 

~ere are a dozen men assembled . I start the 

ball rolling . If I have any special problems 

on my mind - - and I usually have -- I lay t hem 

before the group in order to get their reaction 

and advice . 
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When there is any sharp dirrerence or opinion 

"yes" men are or no use to me - - I appoint an 

i nformal subcommit tee to meet during the day and 

report back. Thi s happens very frequently . 

I turn first to Mr . Bell, the Under Secretary, 

ror his report . Somettmes he will raise questions 

on preparation ror a bond flotation . Questions 

or rates, amounts, and timing must be settled 

be tore we go into the market to bOrrow. Actually 

before a large rtnancing operation ts undertaken 

many days are devoted to a careful examtnatton 

or market prospects which in times ltke these 

involves analysts or the rore!gn sttuatton . The 

economic dtvt ston always prepares preliminary 

reports on the money market in antictpatton or 

conrerences on a bond tssue . 
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All the government borrowing, including those 

ot independent agencies, such as R.F.C. and 

u .s .H.A. , 1s undertaken with the cooperation 

ot t he Treasury to make sure there is no 

conflict in the money market and that the 

age_nctes are borrowing at the best ava!lable 

rate . 

Or Danny Bell -- as he ts known t o all ot 

us - - may have some material pertaining to the 

national banks or to the questions or the 

Feder al budget . Incidentally, ~. Bell happens 

to be an outstanding example of a career man 

who has risen !rom the r anks . He started in 

the Treasury twenty-eight years ago as a clerk 

and 1s now one ot my most valued assistants . 
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After he has presented the problems which 

he wants to raise for my consideration or tor 

discussion b.Y the starr, I turn to Mr. Gaston who 

has charge or the coast Guard, secret Service, 

and Narcotics, and the enforcement or our neutrality 

laws. He was one ot the men who were with me tn 

the Conservation Commission in New York . These 

divisions or the Treasury usually have something 

exciting on toot whether it be a tracing or 

narcotics out o! Marseilles en route to New York 

which we have learned abOut !rom our agent in 

Shanghai , or whether it be the discovery or a new 

counterfeiting ring which has been turning out 

bOgus !!t ty-dollar bills. 

Then comes Mr. Sullivan who has charge of 

the Internal Revenue and TaXation . Needless to 

say, these bureaus cover a lot or territory. 

Regraded Uclassified



- 12 -

Mr . Sullivan is apt to brtng up a number or 

problems . It may be a question or a closing 

agreement wtth soro~ contractor who ts doing 

business with the war or Navy Department under 

the provi sions or the Vlnson-Trammell Act . The 

Treasury , as you know, makes closing agreements 

between armament nanuracturers and t he Government. 

In this connection, I established a new poltcy 

or publishing these agreements ln rull so that 

the public will at all times know t he arrangements 

t heir government ts making . 

very frequently there are Important tax 

matters calling tor discussion . As a pr inci ple 

or tax collection we have tried at ~ times to 

be fair. We have i mpressed upon the taxpayer 

that he can always get a hearing himself right in 

hts own dtstrtct . 

403 

Regraded Uclassified



- 13 - 404 

He doesn't have to come to Washington. we have 

de-centralized the Bureau of Internal Revenue 

so that there are oftlces ln all the large ctttes 

where a man can go to lron out hls dtfftculties. 

The Treasury does not penni t any tax case to be 

settled privately or secretly. The ftrst week 

I was 1n the Treasury I gave instructions to all -
ot our six 1nvest1gat1ng agencies to "let the 

chips tall where they may•. These instructions 

are carried out irrespective of how much influence 

a man or a woman may have . It was a. shocking 
.. 

experience to me to learn in my tirst. year at 

the Treasury ot the number ot people who try to 

defraud the government in their tax statements . 

It 1s an incessant and never-ending fight to run 

down fraud and el1m1na.te illegal tax evasion. 
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I think that the public reali zes by now that 

there is no back-door to the Secretary's o!!ice . l f ~ ''-"). As I go !rom porao" to parao" at the ""' 

meeting I assign each task and problem arising 

!rom the previous day's reports or events to the 

person responsible !or that particular field . 

Uany or the assignments call !or a report and 

inter-bureau conferences . These play an essential 

part 1n the !ormation or my opinion . 

To give you an idea or the varlet~· or 

problems that come before me tor policy decisions 

I jotted down the matt ers which happened to come 

up ror consideration on a single day . Here are 

some or them: 

.. ;os 
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A loan project to Ecuador; 

The Annenberg tax case; 

Proposed Argentine trade agreement ; 

Act1v1t1es or British and French Purchasing 

Mission ; 

Bank ror North and South Amer!ca; 

Colombian debt settlement negotiations; 

Plan t o rinance tin and TUngsten exports rrom 

China to the United States; 

Certtricate plan ror Agriculture ; 

Weekly report on bustness situation ror the 

Presi dent; 

PurchaSing or stock piles or strategic materials; 

Port delay or shipments or Red Cr oss supplies 

to Finland; 

T.V.A. rtnancing proposal ; 

These are 1n addl tton t o the numerous matters 

brought up at the ntne- thtrty starr meeting. 
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I then turn to Ed Foley, my General Counsel 
I 

who has 445 l awyers working under h1m. I beli eve 

this ts the second largest legal starr tn the 

country . I needn't tell this audience that 

wtth 445 lawyers there t s plenty or trouble . 

or course , only those logal matters 

tnvolvlng poltcy or special dectston are brought 

up at starr meetings . VIe always have cases 

pending before the Supreme Court or t he Board 

or Tax Appeals, or the Cour t or Customs, and 

before t he numerous Feder al Courts throughout 

the country . 

{?u(/IJ...} Next comes Mr . Norman Thompson , my 

Adm1ntstrattve Assistant . 
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You may well imagine that it is some Job to 

look atter the personnel problems ot ?3, 000 

employees when they are engaged in such diverse 

activities, and there are ottentimes cases which 

should be brought to my attention . The ~el!are 

o! the people working !or the Treasury is one 

ot my !irst considerations; I have a rule that 

if any employee !eels he 1s unfairly treated he 

can always come to me personally as a !1nal court 

ot appeal . 

Another duty that ~. Thompson has ts to 

investigate all persons applying tor the more 

impo~tant positions in the Treasury so that 

among other t htngs we are always plentifully 

supplied with good reasons why we do not have 

to take on politi~al hacks . 
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Basil Harris, the Commissioner ot 

Customs , i s next . His Bureau is responsible 

for patrolling our bor ders and preventing 

smuggling, col lecting import duties, and 

excluding improper literature and painting~ 

Whereas formerly an inspector without any 

special education used to pass on books and 

pictur es , now we have authorities on literature 

and painting, so t hat no real work ot art i s 

excluded on "Comstockian" grounds nor can obscene 

materi al get by under the guise of art . 

(Story ot urs . Y.orgenthau -- the picture 

Ecs tacy) 

I next come t o !f.r • Haas and ur . 1'/hl t e who 

are in charge of economic research . 
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They keep me posted on current economic 

developments and prepare r eports on domestic 

and international economic problems with which 

we have to deal . It may be or interest to the 

businessmen here that among the numerous sources 

or economic intonnatlon, we receive con! ldenttal 

reports !rom large corporations . Some 28 or 

them, each one in a separate field, report their 

weekly orders or new business . This Is one or 

our best indicators tor anticipating business -
condit ions . For obVious reasons we cannot 

publisp them. No one sees them except the 

President and mysel! . 

On the international rront we receive 

literally hundreds or cables, reports, and 

consular dispatches rrom all parts or the world 

each week. 
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Any important developments are brought to my 

( immediate attention . 

r~J I next call on tT . Harold Graves , our 

trouble shooter , -- it he happens to be 1n 

Ylashington ; his work takes h1m all over the 

Un1 ted States on all sorts or special asstgrur.ents . 

l~r . Schwarz comes next . He heads up our 

tnrormation bureau and keeps us posted on a 

variety of Congressional and public inquiries 

with regard to Treasury activities . 

Then corr.es J.:r. Cot ton , who is the Treasury 

representative on the Ex~rt-Import Bank . He 

r eports on the status or negotia tions of lo~ns 

to various countries , such as Finland, Norway, 

Sweden, and Chtna . He also assists on matters 

pertaining particularly to South America . 
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With reference to the Export- Import Bank a strange 

case came before the Treasury Department last 

year which illustrates the ramt!icatton or 

Treasury operations . It involved the investigation 

ot a disease on the China-Burma border that had 

been ravaging the country year a!ter year. What 

interested the Treasury in that remote and 

inaccessible area was the !act that a loan had 

been extended to the Chinese Government and the 

repayment was in danger because shipments or 

tung oil to the United States over the new 

China-Burma highWay were blocked. This tung 

oil provi des the money !or servicing the debt . 

It was impossible to maintain tra!!ic in the wet 

season because or the prevalence or the disease . 
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When 1t was brought to my attention , I got busy 

at once and had three u . s . Public Health 

Service men sent there to investigate the 

trouble . They discovered that the disease was 

malignant malari a and ini tiated steps to stamp 

out the epidemic . The Treasury ·."Ias , or course , 

interested in havi ng the loan repaid . The ract 

that by fac 111tat1ng the repayment or the l oan 

we were also saving thousands of lives made 

that particular task a very grat!fy1ng one. 

i ~v4:-) 
After the morning stat! meeting 1s over 

the real grind begins . Every minute or the 

day is fil l ed . There are innumerabl e telephone 

calls and conferences . 
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Frequently Senators and Congressmen drop 

1n regarding proposed legislation or on Trea.sury 

activit ies and my schedule has to be readjusted 

accordingly . 

Somettmes there are f1nanc1al representatives 

or rore1gn countries who come to take up Inter­

governmental economic matters . 

My regul ar day is , or course , always subject 

to call !rom the President and when t hat happens 

my secretary, t:rs . hlotz, has to rearrange my 

calendar . Any schedule I make !or myself 1s 

always subject to change depending upon when 

the President wants to see me . 
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I usuall y teke advantage or the l uncheon 

period and eat Ylith members of my starr, or men 

from other Depart~ents , or visitors, in order 

to discuss problerr~ in a more genial or 

philosophical mood than would be possible in a 

more formal atmosphere . I ' ve even had the 

telephone removed from the Treasury dining roo~ . 

Almost every J-londay I l unch w1 th the 

President . '•ie discuss urgent problems and 

t he President frequently ~signs to r.e special 

duties . This ts li'.Y opportunl.ty to take up i~1th 
• 

t he Fresident the special ~etters whlch he has 

asked me to take care of . On F'rlda:r there 1s 

the Cabinet meeting, for whiCh preparation has 

t o he made . What happens there Is , of course , 

confidential. 
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I 'm afraid you Wlll have to conti nue to rely 

on the Columnist s as your source or mtsln!ormatton - ' on Cabinet proceedings . 

Li terally hundreds or plans propostng 

monetary and !!seal changes are sent to the 

Fres!dent and to me . They are all carefully 

sl!ted. Y.ost of them are crank panaceas . \':hen, 

however, one mer1ts the President ' s attention, 

a report t s prepared tor him. You may be 

interested to know that , as be!tts a democratic 

government , we anSYier every l etter. And ':le 

rece ive thousands of letters each week . 

Besides confer ring wl th the regular Treasury 

stat! , I have followed the pl'actice of calli ng 

in experts !rom the outside when we have any 

ext r aord inary situation arising . 
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When, tor example, we were confronted Wlth the 

war tn Europe, I called in a group or experts 

to help us handle the new and spectal problems 

created by the war. The great advantage or such 

a procedure is that they frequently bring 1n 

fresh points or View . 

Again, when we have a legal problem or 

unusual complexity we have called in some or 

the leading legal minds or the country -- such 

as Jim Landis , Dean or Harvard Law School, 

Lloyd Garrison, Dean or Wisconsin Law School , 

and Eddie Greenbaum, Dean or the Y .M.H.A. Law 

School . 

'Mlere are t1mes when special banking and 

monetary problems warrant consultation and 

conterences wttb the outstanding men in their 

respective ttelds. 
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I remember one occasion when I had about a 

dozen or the foremost financ iers In the country . 

They st~yed behind Closed doors for two solid 

days giving me their reaction to Important 

currency developments . I t Is very encouraging 

to real1ze how some of the most Important men 

in the country in their respective f1el9s gladlY 

lay as ide their own duties , col!'e to Washington, 

sometill'es on a few hours notice , to contribute, 

generally without pay , to t ho solution of the 

nation ' s proble~s . I have yet to experience cy 

f irst ratlure to obtain tt.elr cooperation . 

Finally , my day at t he office ends f!ndtng 

me faced with the accumulation of the day's 

mall to sign . 
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But even that 1sn•t the end or the dAv•s k 
~ wor • 

The reports I get are so voluminous and so 

numerous that I very seldom get a chance to 

read them during the day, which means that I 

have to do my homework arter dinner. Frequently 

I am forced also to have conferences in the 

evening at home . 

I think you will have gathered !rom this 

outline or my day that wprking tor our government 

is an arduous occupation. The United States 

Government unquestionably asks a great deal or 

its workers. But it also otters a stimulus 

Which 1s tonic , and whtch year by year 1s drawing 

men or very high calibre into the government 

service . These men are not being disappointed. 
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My seven years 1n Washington have convtnced. 

me that there are great opportunities tor men 

ot ability and 1n1t1ative to rtse in the 

Government service . Government ts confronted 

with problems ot such magnitude and complexity 

that 1t needs the very best brains tn the country . 

The work ts strenuous , but tt is also tnteresttng 

and often challenging . Here ts a career whtch 

I have no hesttatton tn recommending to 

enterprising and patriotic young men. I can 

assure them that work 1n the Government will 

provide them wtth ample opportunity to use 

their abtltty to the fullest extent . 
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It is the common boast or dictatorship 

that their governments !unction more eff iciently 

t han democracies . If efficiency means lack of 

considerati on tor t he tndtvidual , tr it means 

acting wtthout due deliberation for the public 

welfar e , then they may be r ight . But 1t 

government e!f!c!ency means that t t i s operating 

smoothly tn response to the needs and demands 

of the popular will, then democracy as an 

i nstrument of governoent is without peer . But 

tt we are to maintain the supremacy or democracy 

and continually tmprove t ts erracttveness , then 

Government must tncreastngly attract to tts 

service men of the highest calibre , both 

intellectual and moral . 
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Government as well as business needs men 

wtth 1n1t1attve . They are just as much the 

dr1vtng !orca or public administration as they 

are or prtvate enterprise . Wise policy cannot 

be made w1 thout competent technical assistance 

and advice . And the beat policy can go astray 

unless you have an erttcient government service 

to administer i t . We need a constant stream 

or recruits !rom the country's best • young 

men and women . Fortunately there is no scarcity 

or such . The !act that the United States is 

well endowed with such material augurs well !or 

t he ruture o! Democracy. 
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Dear D11.111 

THE WHITE HOUSE 

WASHINGTON 

January .31, 1940. 

Thank ;you for your letter of Jonua..,. ~th in 
answer t o lline t o t he Secretary or J anuary 12th. 

I u al'r&id I d i d not llll.ke 111 requeat alto­
gether clear , I etated that •u an OPinion 1188 
prepared on the queetion I raised and 011 this 
further poaaibility I should appreciate vnry .uch 
having an opport..Ut;r to s~· itl. B;y the •queet1on• 
I aaant the authority to sell t be abarea in queetion. 
lfas such an opinion prepared am, it ao,. lli.gbt I 
atw.l;r i t? 

Yours sincerely, 

lolr. Daniel Bell , 
Under Secretary of the Treasury 

1 
Washington, D. c. 
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