We ask {n to believe that we appreeiate this kindness.
We shall preserve the ecordisl relationship and aogord
whioh exists between us and our friend the Govermment of
the United States of Amerieca.

In elosing, we pressent to Your Excellency, to the
offioials of your government and to the Ameriean paople
our mugon good wishes and heart-felt salutations.
Written this third dsy of Dhu al-Eijja, 125E A.H.

(8igned) Baid bin Taimur



{i{l SECRETARY OF STATE
- WASHINGTON

July 9, 1934.

Dear Mr. President:
I attach a copy of a report which Mr. Child

has just submitted on his observations of the

European situatlon. He speclally asked me to
. put this in your hands while you were on your
trip, otherwise, I should not have bothered you
with 1t until you returned.

With kindest regards.
Faithfully yours,

Luec

o i

The President,

U.5.5. HOUSTON, at sea.






The repert will be in tws parts.

L nressat Berepesn Problems se they affect United States
Mesaamic Fellay.

This will be & pmnorass or & broosds of the Burepesm sit-
tion.

Teur Adviser visited twelve sapitals and twenty-siz oities
sad industrial cemters. He emitted visits to Spain, Portugal, Roumsnis,
Bulgaria, Turkey, Tugeslavia, Greece, the mew Baltic States and Seand-
inavia for tws ressems: (4] It was impossible in the time allotted te
89, sven wvhen invited, te all the sountries of the “outer oirele” of
Burepe er to ens without appearing te diseriminate. (B) Imformatiem
of sach seuniries flowed in from delegations snd diplesatic missiema,
frem offlalals ¢f contigusus soumtries snd from the press.

This repert, made cenfidemtially, is pressnted in lleu of
shickwm-fesd dispatehes) they would have besn bits of & Jig ssw passles
vith no eme to fit them together after their ressipt.

The views sxgressed are smslgamated from thoss gathersd from
huniveds of eomferences with (1) Statessen, (2) experts, (3) bexkers,
(4) industrialiste, (5] our own diplematio staffs, (6) the diplemats of
other matioms, (7) publishers and jourmalist-ebssrvers, (8) the fersigm
mlil-“mmumuq—mm.
{10) vooks and pamghlets official snd otherwise, (11) delegatioms of
semmgreisl mea, (1B] pudlio epiniem, (15) institutioms such as the
“League of Nations] "The Intermatiomal Imstitute of igriculture™ amd
the Saak of Internatismal Settlemamts at Basle. Aill views wers measursd,
by cemparisen with such fasts, statistles, realities amd ovumter opimicms
88 your Adviser travelling without a sseretary oculd assemble.

The material was gathered in smoh & mamner as to offend me
United States fereigs missiem or offiser thereef. Osoperation snd guis-
mmoe of sach misslen wers sought in all sases, even whem mot meeded, aml
wwally were ebialmed ln ganorous smd undersiandling spirit.

Im sash imstamee it was sxplaimed that the report of your




Adviser was in no way in competitiom with reports from the diplosstis
missioms and to support this pelicy your idviser turmed over smoh dstalil-
od material and mews informstiom which came to his hamdy ourremtly for
transmispslon to the State Departmemt, if the missien so willed, as, in
maay cases, It d1d met.

It sppeared imadvisable to dispatoh hastily to the Searetary
plecemsel impressicns whish might requirs revision in light of future ex-
Merstion. In saddition te this your idviser having been provided with mo

® travelling seorstary, was always faced with a oholas of reperting through
the alerisal staff of United States missions whers differenses of splniem
might exist or emgaging outsids alerioal assistsnos whars oemfidantial

matters snd oamdid statsmemts were at basard., Porthersore, the world is
i surfeited already with s flood of fasts to prove 1ts scomomis diserders.
Nere bulk of infermation is mo lemgar & treasurs, if na broad view or com-
perisons sre at hand to meke 1t Intelligible.
For this reasen your Adviser has sought to reduss by & varlsty
. of redistillations, by repert, te & minimmm of bWreviiy.
n
SFAETID OTATEERS
Under this hesding will be pressnted the impressions glvem by
the separate Hmropean mations visited, of the Leagus offiolals at Gemsva,
of the Imstitwts of igriosulture at Home, of the Imtermatiooal Chamber of

Jomsproe, eto.
In this seotlom JI, cantion must be exaroised lest 1t appear that
@ one mationsl view may e aceepted without regard for the mational views

slsewbere sot forth. Osution mast be exsrolsed also against mere propegesnda
motive and this phase I have pointed out whers Deosssary.

The names and titl es of inportant parsons interviewed ars submitt-
od to osnflidential treatmsnt by the Sseretary of Siate iz his diseretlem.

Tour Adviser has refraimed from sxpressing persomal views. Es .
is mot to be held respomsible for apprewal or disappreval of the axpressisms I
@athared, the epiniems given him or the sanolusloms to be drewa frem them |
or thelr supportimg faots, smsept in sush imstasses as he speaislly sets
forth material as being his swm eemtribtution of eplmiem.
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Thare is, however, no advise squal to faots se arranged that the
cemalusios 1s reached by the ome advised.
de

TR iied Siaies Tammonia Teller,

The sum total of epimions, almest withomt any gaimssy, suppert
the follewing major resognltiome.

In “mmmmmtmmuhﬂrn’-
s deairable amd its further or odmtlzued ebetructions will esuss ultimats ‘

& 1f mst lsmediste pain and poverty of life-cenditioms are drugs om the mariet.
These oonclusioms are ssoeompanisd, &3 in sur own coumtry, by weari-
some sxpositions, fasts, figures and heavy erndite verblage whish msks &
dise resord replayed upon the mashime of almsst every statesmsn and eoomon—
1st. The theorstisal scomcmist alse adds to the lupsdiwne®a by forgetting
that the world is as It is, and 2ot s we wish it to be. '
il
No ome even offers a short cut to restorstion of trade wmless it
. e thoss who haviig me respomaibility write pasphlets and memegraphs.
Bareps is all disgnosis snd,umless 1t bs from witeh doots and
evangelists, Burope has mo pressriptiom.
piig
F The political disease of Burcps, intermal and intermstiomal, has
a major part in the scomonic blight just as the soemomic Blight produces
bemkruptey and peliticsl orises. The affest of pelitical blight upom ecom~
emia probtless takes not one tut many forms. Among thess may be listed the
@ following grave factors which Imstead of smellorating scomomio matiomalism,
tend to socemtuate it.

Btatesmen who desirs to obtain or hald plase, partlsulsrly im
parlisssutary govermmats, uss fear as stoek in trade. This is mot omly
]ﬂluul!-rltlﬂlﬂ-u-_l-uﬂ-—“lﬁ.lﬂa-
of sempetition in the scomonis fleld. Thare are stlll mmsbers of gulding
statesmen with buresucratis satsllites who live in the prasties of a werld
of senquest - & werld which has net lest its tradition that fear is the re-
sort of thoss who dsaire to oling to office within & mstiom and that imter—
sationalisn Is & gase of ohess which has met varisd sines the days of

T —

' Eatternish. Thelr diplomatie agmmis sbroad are domizated by this attitande

. . i
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and melther in traimisg for seomomle thimking mor inm hablt of mimd are

they fitted to dsal with medern sconomic problems. They balk rather than
sdvanos solutioms. Eeemomics 1s & subject from which they withdrew thelr
pa=s 1iks oats who bave ired om water. Indeed, in the United States we
oureslves may take thought of the sfficlemay of the old sshool whish re-
gards protocel and political reporting as being the witimate purpess of
intermatiomal repressmtation.

Bareps is being homeyoombed by the ohamels of fesr. Bogliea
ﬂ_.—iﬂﬂﬂﬂ_dhuu_ﬂlﬂml_tﬂllﬂ-
ustruts:

h-lltlﬂﬂl-lﬂﬂ-tlthﬂ-hﬁhth“l
the thought that in the bullding of the werld market the majer problem is
ﬂﬁ”ﬂi!pﬂ._h&tﬁ“ﬂ_ﬂu-
purchasisg pewer. The average Suropsan political bellwsther of Batiom A
is sstoundsd at the ldes that the important questism msuslly is met that his
i-tth-llunu--ll-,--ﬂmﬂr.n-u-uhr
yostamte In Eation T and even surpassed A in the trade with ¥, but that
Hl—lﬂ--hu—h“mh—!uﬂulﬁ,—-
ehasing powsr by the trads with L. The duropean politisal mimd is relust-
—u“--ummu-tm-ﬂuummnu
-h-mh_-lu-mum-rm-h‘;—uﬂh—u
abroad to absorb its sutput.

The political mind does not properly estimate as evil the press-
nummwmmumtmum-ﬂ—
forward, tuildimg groat walls as, the political mimd does mot ses it a8 &
ruch toward retrograds. A hopslessness makes the Horepean politiolmn spread
hig banis apert in woe and fastem his eyes upom selfish today. The means
d-ﬂln-h-hﬂdh—-hm-ﬂ-u--tﬁplm
'-lu-l—-ur-nl-hﬂh—lhl-m“ﬂl_-n
problam.

Hemoe the majority of the palitisal leadsrs in Burope either
sdnit thet their swn purshssing power is exheusted, maless it san be re-
vived by the purshasing powsr of thelr meighber whish ia turm, is to be
restored by soms uniiscoversd sersery. Thay retrest relustastly to &
!ﬂlwm.-_“ﬂmhhhm ]




s lnstanoes, they ascept as & last resort the philesophy of self-saff-
lslenay sepscially when thelr mors pewerful industrial groups, as in is~
staness latar seiferth, offer processes, msshines and subsitutes, with
promises te supplemi thavely the meeds of impertatiom. The pelitisal lead-
or who will meot cemtest himsalf with imsrtis and scomomlic matioalism is
the smseption. B5till mere rare is the leader who fally recegnises that
the semplete demalitiom of & world scomemic strusture will mot stop st the
heuse of commonio mationaliss, but will alide dowmsard still further te
the hovels of parcchial soonomy whers dwells self-subsistemss of petty
groups or even iadividmals. OSush a retrograds, the pelitislams will met
always adnil, as desper thimkers do, 1s the way to the bottem. It is the
path backward to the weodem spoom, no matter how happy lts user may be.
The enly interraptioms te this glacial peried, say the mere enlightemed,
ﬂuhmmmmum-wu;—.. The
alternatives to interruptions of trade isclatiom, they say, will be the
resort of govermssmts, armasent or mome, to war or of pecples to Commmism
or ahaoa.

With these censiderstlions, the political mind in Europe com-
serns 1tself toe littls and me school of leadership has yet arisem to take
it » plaee.

-\

Fellowing the straits of politiclsss partioularly 1b sisk dem
corsales amd, oftem, of the pressurs of bankruptey, the whole fabris of
Bgrepssn eiviliszation has turmed its eyes sway from the problem of 1a-
terzatisnal seomomiss to the problems of imtermatiomal phobiss mnd of
making both ends mset at home. It is said in all quarters that this cemt-
erisg of attentien upon palitical, as distinguished from seonsmis imter—
matiomaliss, and upom domestlo problems of memployed, soolal =arest,
balanelng Wdgets, devisss of diverss tamatlom methods, intermal loams,
has drewn the eyes mot euly of leaders but of the peoples sy frem sush
queations as were presmted for solutliom bWy the London Oenferemss. Im
addition, s pernsating mynicise has grows up as to the great-cmfersmoes
mathed. Opinien is wmiveral, it mow sppears, that senferemes of sumber-
soms pretentiousness snd of unpreparsinsss oo the part of svem great matioms,

—m:.-il-l-lﬂﬂln—l-nhﬂm in sarry




array, only pricksd ballooms and the emasoulsted meemingless sxpressisms
of goed intentions lssued with ridiculous selemity.

iy epinice 1 Wold even after due weight is givem to the
value of sdvertlsing of the lemger vistas of the world's despersis meels.
Bverywhars 1t is sald that hosenity has less thes littls falth ia sash
m—:—um-fﬂtmw-—_mn—_h
path.

It is pointed cut, even by the more consploucus dalegates to
the Lendon Ocafersmse, that agreemsmts or truses arrived at, in less tham
s year, bave gons already towards fatility or in the case of the tariff
trace have been sbrogated in faver of a walter of reprisals, wmatural
bi-lateral bargaining upeard, increass of quota and licemse vices, farthar
tramsfor ssbarges. Imstesd of & consolouwsness of matiomal vislon toward
world scenomy, thaTe has beem an enlarged swarecess of matlomal ssoncmis
salf-defemss =nd aggTesslon.

Sven If mlti-lateral agreemsuts are fo be sought, it is We-
Hlﬂlﬂ“-lh_‘lﬁlhﬂmuﬂnﬂﬂﬁﬂ
susplelons and spleen, the qynicism mnd doudts engendered by former e=-

periments. Bvem such enthusissts as Leagne officials, today comsider
the passing areusd of the subject of world ecemomy, svem 28 & large con-
ferense subjest, enly upem & whelly mew platter.

Bot & volee in Harops sald to your Adviser that the Lsndon
Conferssse shonld ro—comvems.

) &

The faots, snl thelr implisatioms, howsver, are realised im
avery somtry by these with the time or imclimatiom to lock forward the
far, rather than the near horizoms of self-interest.

It is assspted that world trade has dropped to less tham a
third of mormal. It is well known that the United Btates has leet a
larger proportion tham the other maturally ccmpeting large matioms, but
ithmﬁ“““hm_-lt-mhl-
than that of Burcpsam powsrs dependent upom their foreiga trads, becanse
-—mu—umnm-:—u*-—u‘“
It be & vital part of cur satiomal busimess.
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Prem 1929 to 1953, the dapressing ipril 19854 figures formished
your Adviser, Wy Trip, Presldmt of the Bank of Netherlands, are aa

fellewsi-
ABEL e 1998 A0SR ta 1N 1NEP %o 1NN,
Aeseria laperia Isperta lxveria lmeeris seeris.
) TR -5 -8 =M =19 - -™
i:lﬂ-ihh
Inlemd, - &7 -m =8 -8 - & - &8
Franee. - % -3 -8 -8 =m =8
Germany. =% 40 =10 -85 -8 =
The Fetherlands. - 51 - -1 -~ - -®
Belginm &
Lozamboarg. -3 -3 -9 -8 -5 - B
Italy. -2 -3 =10 415 -8 -@
Switserlond. - - =10 -8 =8 -8

Sqlf-sufficlemay in mational seemomy, it ls admitted, Is mere
sasily cttained by the United Jtates, If sush is to b the world's des-
perate progran. Your ldviser was mot demied that assertiem, evem Wy
thoss whoss thesls was that the United Utstes somld mot maintais its fere-
or standard of living withomt selling and buying alrosd. In any case of
devil take-hind-mest, the United Statos, even If the devil fimally teck
oivilisations all,would break the taps far shesd of all other matioms.
The ealy pesslble saxseption would be Framoe with her savings snd har peo—
ullar ssomomls fabric asd lifs philossply.

Self-sufriclenay, and its bossts and apalsgies, prosesds im
Bureps saly frem politlesl snd fimamaial bemivwptay. added to thess are
splesns, sxhibited by such reprisal eswters as Irelsnd sgainst the Cmited
Eimglom. ¥here, De Valers revehled to your idviser his plan of sampalps,
& snsmpalgn mot withomt 1te significamse, somsidering the laportamcs to the
United Eingdom (Se0 Part I1). Comntriss of the Little Emtemts, becsuse of
spleen are determined to wall-im sueh unfortumats soomomls momstrosities
a8 dmstrin ssd Bmmgery.

fhls program of self-sufrisienay begins to be the last slender
thrend upon whish bankrupt dermmmy with ite comverting landustry is pretemd-

ing ts bang lts sommmy. -H—-l-uﬂt-l“
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oven though he was swure of the influense belng used by eertain greups of
Oerman indwstrislists who would profit by 1t processes.

‘-—hhlﬂqlhml-m.-ﬂp-
sistenss and, by clear implisatiom, & retwrm, not suly to pore matiomd
sconcmy bat alse to parcehisl cconomy and hemse sn ssospted amd vialemt
retrogressism to lower standards of living, somss primcipally from the
hatreds and finsnsial torture shambers oreatsd by the Var and its subsequent
troaties.

Opinien in Durops has ohanged in five yoars and indesd appsara
to have changed in five mmthe., Earops has bagun to ssk whisgh was the
greater sutrage - the Var or the Fease. It may well be that the imvasiom
of Belgiom and the ssbitioms of German militarism wore of loss damage to
the olvilised world than the injustices and the thush sorsws, the sahool
tey errors and the frothing at the mouth of the pesce maiers. For maw 1%
is the fosred and bankrupt wadigestsd Cermmny which domimates the sosme.
She keeps the minds of Eurepe sway from soomsmis solutlems. Amstria smd
Hemgary, ultimatsly will be impossible to sustain as matlomnl mwmits sad
therefors thay tos threatenm the politieal strusturs. The whole of pallt-
isal Buwreps is may tuilding defenss corrlders, allismess, and ssaret in-
trigues, sxsseding today svan the pre-war intriguss. We fall to reallise
how much such conslderstioms swamp all efforts teward mew world soomomy.

Whem your Adviser ssiked Eusselini if he would disouss sconomlss
with Eitler, he sald, "Will thers b any time left?~

It was the peass treaties which ereatsd the desperatiom of pel-
ftieal and fineneisl impessibilities. It was the pesse treatiss whish, in
part, st least begen the érive toward the desperstion of self-sufficlenay
to be assopted hy woeful and wearied pecples, long after perscmal blame for
war sttashed to smy of those livimg. Evem the forelgs diseiplimariess of
throtiled losers of the War begin te realise that in soolal dsondemes,
violsmes, baniruptay aml secmomis stagmailem they have sroated, from hate,
& valture hrosd of almest inseluble prodlems, reosting ou the slills of Both
vunquished and vioters, ssaiting decsdence or svidemaing themselves in sush
s veloans as Germamy, about to srupt again.

oL
What them 1s to be dene? The essense irewn from lmireds of com-—



versatisss ln Burcpe indicates that the problem is primsrily s Baropsan
problem. 4 significant resark upom Wallaee's pamphlet "Americs mest choome™
was mnds oftem to your Adviser, to wit; "The palighlet should hawve besm oall-
od, “Jan beerics OhooseT" It was often lsplied thet she eam-ot in the semse
that she ssamot, probably will mot and should mot sttespt to Lrem cut the
ommplax political wrinkles of amother semtinent mow im sommomls chass large=
1y vecsase of the hopolsss tangle of ecomomis vislom with politieal exped-
lency. 3Endless are the views that time will be required to straightem out
the Baropsan iftermal probloms befors deaisive notiom oan be obtaimed fer
monetary and trade barrier momstrositiss.

Vhen oandid epinion is evoked in England, Framse, Germamy, Italy
snd other mations, ths immedlate lmportamoe of Amerlos ls diminished. Part-
foularly it is diminished becaase of past exparience with her wise restraimt
n—mth;h-hn‘-h-nnrmumrmumumht
fitasss to pake offers or dictate solutioms. *Too oftem”, sald Buropesn
statesmen to your Adviser, "YTour sealows representatives bave promisesd the
tresaures at the ond of the ralmbow. Too oftem, In the middle of cur blask
might, s after another of your dalegates has been foroed to abandon the
role of the mam from Oook's.®

The dmerionn ldsallsm whore 1t appears in simcerify is aprreeiatsd
but rated mo highsr tham its sotusl ashiovemsnts.

Thore is widesproad interest in Amerisca's experiments with her
domostie soonomy. The spirited and courageouns mammer In which it 1s oom-
dooted, the slome margins which Soropeans baliowe are invelved in some of
the domsstls measures takem, the slow spprocisntioms that whatever plight
we are in differs substantially from those of mations in Buorope, oreate =
ssgomdary presemt Intorest among statosmem, bankers mad induatrialists alfke.
Whatever ths opiniom of our homs polisies however, thore ls mo subatantial
oplalon that imerica will have the pansges for a slok world econemy or a
slek Eurupesn sdomomy. Thoss who assart differently do se for trading par-
posts. BEarope thongh looking to Amerisa with the faint hope that semshow
Amerisa will pass the sake agaim, does mot look to Ameries to glve ready
mads answers to “That shall we dof™ :

mmhﬂ-u-.wplqhnﬁ.-h
Opntinsmt oroe balieved, based upon am sommonis war with the British Bspire
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artifisial valuss and at the same tim to resp, by semothing likes & paim-
lmhﬂﬂlmm;ﬁlmmﬂnlwﬂvﬂﬁ“!ﬂlﬂ.
mainly thoss parsoms dislesnted from the comstrastion industry with its
high pressurs sales und bauker made distansions of plant investment and
lhm-m-rm'-ﬂlﬂm

Understanding is ooning that we, at the end were supporting
our exoested at homs by loams sbroad, mever to be repald, and that these
ﬂ-m-ﬁhﬂ-_umh—“m Unders tand~
mu“m-wmmmum——m;ﬁ
Mnrw—ﬂm-uhthh-ﬂnhﬂh-lu—hhn-
fally more than two-thirds of sll we sxperted.

As Lloyd George desoribed our soumen to your sdviser, we were
unu-:-r——hn—um-um-mn-mu“.
The wandersr asks for the loan of & sizpence. The bum mam says “Fhat
fort™ nl_u:'!nlqm-lu-n-:--lnﬂﬁlm
to ride home om."

Understanding is soming that wo have loarsed sur lessom. Bureps
bolisves that we msy extend comservial ervdits im eur sxport tirade whars
sudh eredits are sound bt it is mot belloved that lomg-term eredits or
l_m-ﬁl'n-nhnnhlunl--_nu--tﬂqth
penny bum man e¢ven In the sass of Emsals. Everywhere, whether the subjeat
disgussed be it Emssis or any other coumtry with a doubtful intermal scom-
q.mmtm—tmmmmmmnm:mm
of mere unconsglidated oommsrcial eredits, would be a prodigous folly.

In respscts sach as these, America must satablish a reality of comwom
semss, sound prastice and resistence to the importunings of wild-cat foreig
borrewers. befors Barope, her statesmen or ber psople will ascord te Ameris
the right to wise and sound leadership,

That Burope in every instance will try to prowe that imerisa ls
in part to blame for trade stagmamoy, eamnot be denied. From ome endte
the othar of your Adviser's explorstiom thore was reiterated the gild
siatesent of the vital mecessity ® us of eaport trade and the meed ta
lewsr tariff walls of our own im order to buy in exchauge for what we sell,
and of our part in disturbing the momstary and exbbesngs stabilisstiem.
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The argemest that ooumtriss, seme of whieh have nome of the gold
we want or othars whioh have the gold we do mot wani, therefors have m
way to sbeerb cur goeds mnless by sending us theirs, becomes something of
s worm-eut cermet sele. Bir Jebm Simom, Barthou snd Rist, Sohmidt snd
Behachi, Hosselini snd Asquini, Dellfuss, Imredy and Benss all play the
same tume. Wars the priveiple to be spplied to whole world sosmemy them
the theory of "balamss of trade or tust” is correct smough; spplisd how-
ever betwesa two mations It is mmoh 1ike the theory of the village Matoher
who refoses to engage the undertainr to bury his wife umnless the undertaker
agrees to be paid in lewh shops. Tetsuoh is the desire to ebtalsm saxy
adnittance to Amerissn marksts that ezamples are everywhare glvea in show
that Amgrigan imperts mast be shut off iy tariff, uotas snd licenses wa-
less imerica’s tariffs are lowered. In Gerssny they say oil will be shat
sut snd 1iquid fuel will be obiained from osal; im Italy is threatsmed
the wsa of hamp adulteration te out im half the sensumption of cofitom.
The mimisiriss of comsares snd industry all over Burope are tesaing with
substitates which are shakem wnier the imerican mose as threats of & self-
suffiolemey to supplant imerioam imperts.

In sddition there is growing & tendsmay to tell Amerlca sboumt
her own problems of export as they affect her domestis sommony. It is
pointed out that other countriss with large agrisultural production hawe
aot enjeyed the high standerd of living whish the Amerisan farmer has em-
mum-m-tnmmﬂmpmmﬁ
the sols reasen fer our superier living standsrd. Ohins with its §3. per
sspita of foreign trade snd 1ike soumiries, theay say, can stand the
storm of salf-subsistense becscse they are wsed to if, but imeriss with
only 26 per semt of har populstion engaged in agriculture snd with har
agricultural wage alresdy malsdjusted unfavorsbly in relation to B im- |
custrial wage, finds in expert her scle salvatism from agrisultural dis= |
sster. If & progrem of seomomlo nstliomalism, self-sufflciemey and self-
sulistente 1s $0 be impossd mpom the world, it is the agricaltural
svamtries which eam best stand the storm. Amsrica, however, thay say is
aispreportioately indnstrisl and urbanized. Homse in & trade frossa i
world snd with mo purebasing power in her agricultural popalation imeds s
mmy find valves in the strests of her bossted lndustrial oltiss snd owls




hooting from the windows of the Empire State Bullding.

Sach is the thesis of those who do met leek to imsrisa for &
werld solutiss of the soomomis imdurstiem but who meverthsless still hepe
for her to &0 semeihing lmsediste and handsoms in opming har domestis
markets to the world.

s & forther inducemsmt for her to do so there ls sdded the
argmmat thet imerosa from the poimt of visw of maval defemss, &8 well =
frem semonlo eompetition is exposed to the Yellew Feril. is %o the
firet your Adviser, in comversations reported in Fart II of his repord
tock the positism of inquiry. What would be the sssus belli? The
Pailippimest Probably they are not as desirable ss the Dateh Imiies mew
a8 much threatemed as iustralis. Them is it the problesm of the spam deer
on the Aslatis mainland? Bat we sall rew msterial to the comverter, Japan,
If the Ohimess purchasing power is dsveloped by snyome, evem by Japam,
1t will be momey In the Bag. At least a developed mariet, opsm or half
open is incomparably larger than that of the consuming power in the pres-
emt Ohima jelly. The desire to oroate susplolem by the United States of
Japsa is evarywhare svidami. ;

uuﬁiﬁ-mtmm“nu
—mmmm-lm—th-“-ﬂ_.m-ﬂ
as the Engiish or Duteh tham for us who provide Japan with rew mterisls.
o one can galnsey the fast that the comosrn as to Japamess competitiom
in Burope and im the Far East is great indsed. Hsbargo is s word upom the
lips of all, Bverywhers cne hears of Japaness bloyeles retalled for sevem
or slght dollars, shoss whish whisrsell sny mads, sllk alothing for sumses
wear in attrastive imitatlon of light woolems sold at absurdly low prices.
Debates as to whether 1t is the low standerd of living in Jupam or the
-.mﬂ—-ﬂnﬂr.ﬂl-ﬂﬂh“ln.l-hn
affisieont methods whish sause tids heyday of Jupsness salesssmahlp ars to
be heard everywhare from foreiga offlces to the sireet cormers. The
rathsr sbyious prophesy that Japsa with an ever incressing luvestmeny
will faoe mew tariff quotas, embargos and gluts of markets snd will them
be tempted to extend worthless oredits, leading Japanm to ruim, just as
we did, doss Bot figure in the Buropesn pemis. Today's muace is the
wital interest. The Japamsse with whom I heve talked in Burepe, however,
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-a-u_-—p-tu-u-m-ng-:h—uw
ing produative sapasity st howe and finanolng our owm abmormal and self-

purshessd sxport. Fer If the bubble bursts in Japsn sveryihing is rigs

for sa imtermal sosial diserder wequelled in the histery of Nippem and

meueolng Oomrmnl me.

In relatisn to Japan, the smglish are desply comcermed with
Eseping cut of egm:itmemts in Eorops whish prevest free sstiem in the Pas-
ifis. It s evidemt to tham em sscond thought, about Japemsse armssent and
Japamess prodwotion and salosmsmship, that friendly relations are to be re-
tained, If seolding is to be dome, & oatspew should bo used. If sympathy
with Japaness alaime for Fasifie sea powsr are to be supporisd, thay mmst
be pald for by trade agmeents with Jopam. France is in & somswhat sim-
1lar positien, bt of comrss, has no great influsmes to proposs am opam
or tasit or sseret comsession s to maval armsment in exchamgs for opsm o
taslt or ssaret soms, territorial or trads sgresmsmts. At the sase moment
whas in the last two momths your Adviser is told of the trade snd other
mommoes of Japam and of sempstition by yellew rases, & powerful seotiom
of the British press is saying thet Japea mmat be allpwed slmeat scmplots
freciom of develapment of Mar Industries snd of har pomstratisn of the
malnlsnd. Sosh may be the adequato reasoms why dalsy ln somcltmssts aa te
saval defemse may appeal to wise Amsrlcanm pellay or svem the playisg of
sath a onrd proposing s relsass of all commitments as te bullding and let
the abllity to spend be the chesk upon relative power in the Paalfis.
Sces Centinental statesmen suggeat that this is the euly sard at this
memant left in sur lnmocent hamd.

Summing wp them the questiom of what to do to avert further
hardening of trades artories with its Ilspliocstiom of retura to matiomal er
even parcchial secnomy and what o do to restors Iy painful bullding, It
appears that me particular burden llse mpom imerisa ts glve the mmssesr.
*mm_ﬂ—ﬂu.-l--h—-huu
to lead ws to some mistrust of Buropean ability to resslve and sot wpem e
sivios. To add te the tidal wave of wosful diagnosis snd prophesy unless
we ars shls to induse sooperative sotlon elther by effestive pressurs or by
geod intentioned sajoling words, 1s Just mow te be futile ani waste owr

powdar.

T
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Esally sincers acd friendly coopersilon from the highsst gmarter,
Britain, apparemtly is met rips. Thare is mo vislom yet to pass over diff-
srensss and sempetitioms in order to cooparats with wa to save the world
fabris or to save sven that small proportiom of the world's total populatism
which has ssoendsnsy beoauss 1t has schisved m high standard of living by
ships, and treds and exshange of produsts, mow alse seriously jeopardised.
e salf-subsistence peoples of yesterday can taice oars of themselves or
may oven supplamt, im some oases, alvilisatlions whose lssk of vitality
will be disclosed whem thelr scomomis doors are locksd.

Hurepe kmows all this. Necessity snd pain after a little while
will be her dissiplime. If war is averted docaase it is kmewn to pay mo
ome or if weary populations take the matter of exshange of goods inte
thelr own hands and 0 rocover from the politioal messes ivto whish parl-
ismsmiary govermmenits and imedequate diotators have led them, there will
be hops of dealsive astlon in Barope toward & world esonomy.

JLIL

In the sheomse of declalve goneral cooperative astiom in Barcpe
and in the abesnes of our imoediate petomoe to guids or attrast, svem im
mimor measure, the Europesn msiloms frem thelr welter of boundariss amd
thelyr winter of frosem trade, it Is the Bellef of the best equipped mimds
in Europe that the memetary and sscmomls questloms befores the Lomdom Jom-
ferenos are new more subjeot to skillfull treatment in slowly bullt prast-
ises, in mew methods of dealing, in the paimstaking re-sstablishment of
soms univarsal ond interchasgeabls measure of valus, than thay are now reo—
spomaive to gensralities ar te wholesale statemsmts of mors dlagmesis or
msaningless exprossions of laterest.

For thls more skillful treatment there ars bright sldss to the
Burepssn pemarama - svem simes the Londom domforemes. In geneyal, ordars
of raw or secl-sammfastored goods are Imgreasing in sise. Whers comvert—
ing mamfasturers wers ordsring say fowr and five tems of sush smd suak,
your Adviser was often informed that thess orders had imersased to tweaty
and thirty tems. Though thls may bhave besn the stimalatiom, semetimes
artifisial, of domestls predmotliom for domestls purpeses, it was some
measurs of inoreasing omfldencs. This is lmportant becanse sonfldenss

mesze oredif amd oredit, in one form er smother, supperts most of the

—r = T T ———




world's mormal businsss.

Thisg confidemss appears in part dus to & mew appralsal of the war
soarss. Theose should be examimed from the poimt of view of restoratiom of
normal trade through slow processes based om mow theoriss of ebtalning se-
ourity and by sutoal Interest in soconomiss and new attentivensss to mew
soonomie rather tham to old political problems. Though by mo means is
there assurance against comfliot, the dangers appear lesseming oven te
Enropean loaders. At the momemt they are even more comsermsd and dis-
trasted by umstable Jermanmy and sosndals which have robbed the Fromah of
almost their last shred of falth in thelr parlismemtary exiravagansa.

The prognosis of scomomis trends depending ss it does upon the
disturbed politisal apprehemsions, extermal snd imtermal, the latter re-
quire exmsination. The consemsus of opimiom of course is that Gersany,
slther s & possible aggresser or &s & cemter of soeial disimtegration is
the dominent figure im the ploture. ¥he English foars of airplane atfask
and of future maval rivalry based on mow techmigue have, it is sald, some
mmm-ﬂ—_ﬂﬂmmlthlﬁ“ﬂ.“
matter how fear insplring ls much lower tham popular cpimion belioves. The
Fronch are im & state where for more than a decads the politiolans stok im
trade has been seourity from Germen invasion. Today the best informed
minds believe that through preparing for and smosntrating om what ls gem-
arally kmown as machine gun defense, there ls little prospect of Jermany
squipping herself with the heavy movable weapons for advanse and subatantlal
imvasion. What resains however is the saturatiom of the Fremsch populatiom
with the fear of such sggressiom. Barthou calls on Londom to sign security
plodges,mont of which are mads already by the situstiom itself rather tham
by signatures: The Franoh Govermmemt must pleass its popalsas! As betwesn
nun-ll-.mnnu-tmummmmmtuuuu-
punuutumu-u“mmm—.-wmmun

lm-m--th-mﬁnt-wh-nuuuu_n-huu-ﬂw
the nams of proventlve asts or of sanotioms. The tloklish momemt, 1t in
Mwﬂﬂhhﬂu&duhmmrﬂuhuml—ﬂ-
of Germany to reisburse Prance for all her investments there. She camnot
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In passing It mast be poimted out that exiles er refugecss from
Germany, partloularly those of the bamking olass, who ones were forces for
-luﬁ-tl-—.m_hhﬂnlnﬂ-hh“l—h-
als againet Germamy snd oheos or imvasiom If pessible.

The German reginemtation of wniferned men - and woms - has less
mlmmﬁ-wmnuum Ay ome Oubinet
m.i-l-n-utﬂﬂ-l-tl-unuur-rm.ﬁ
ﬁﬂﬂlhﬂh.ﬂnhﬁ“ﬂ.ﬂl-ﬂ—lﬂh_‘
Shildrem are required to march in good order.” The implication is elear.
h-_m“dﬂm-l“ﬂnm-tﬁn-dl
ﬂmmlﬂmum#nmﬂ-ﬂuhm—
were formerly sugaged. Oermuy is far from stable; Hitler is botween the
Saylla of Commmniss and the Jharybdis of comservetive matiomaliss.

The regimentation howeverhow has lost its hloem im Germasy. After
twolve years in Italy, Fasolsn 1s more sestful tham ever; after a short sz
perisnce your Adviser sess the Oerman people with no stommah for thet whioh
ﬁ'ﬂlhﬂﬁuwmt-mmm-vmn_h
© Part II. Oermanmy though bemkrupt en paper has the genins and the maltituds
of hands for laber. h”-m“wntm“l-
The restoration of some of her salenles for sm eutlet to population and
produats is being sericusly wrgsd within sol, in seme quarters, outsids of
Germany . The eriticel moment in her pressst govermmemt, it is sald, will
oome when her treasury motes, fssued in fast as & kind of seemdary surrensy
to stimlats business, have to be corsolidsted by sm intermal losn. That
losm will met be made. Five or six momths from now or scomsr the present
govermmnt, if no gatside sbuse gives it the weapon of fanatioiem, mey fall.
Its leadership has 5ot bewn strusg enoush %o shake off third rate lisutes-
axts or oven disleyal aide, snd $3s industrislists and beskers are losing
patienis as well as the pesple, The danger from the peint of view of the

“—h!—.ﬂhhmmnm““-

will be through with Berlin. Nor would 1t be bad mews to Mussolini 1f them
dustria jJolmed Davaris, Frases’s shjestion to the sontrary motwlthstanding.
hﬂu—m_“n“ﬁ-hu“



- A7 =

I the mesntime instris’s independsnse is supperted by Framse
and Italy, Trance fearing Germasy and Italy desiring te maimtals & serrid-
or along bar shore-expossd frontiers. Dollfuss should met be undersstimat-
ol. Nis weskmeas is thet he is without leyal military support and is de-
pendent upon allen patromage. He sssures the shserver that the iustrimm
danger is for the time belng allayed or suspended.

Hilitary demimation of the govermmawts of Tago-Slavia, Houssmis
snd Bulgaria has & deep significamee, and this signifisancse is more potmmt
for Bodapest tham for Phllsdalphis. Hilitary cabals glve ne assursnoe
“ﬂﬂﬂ.irﬂ“t“lﬂﬂlﬁﬂ,ﬂl“ﬁ,h
ars mst ejuipped to cmtribute to soomomio solutlesms no mmtter how small the
comtribatlon of thess soumirles in any cass might be.

Tha Frensh sorrider and the Little Entecte ssamot be said to be
stremgthening. Fremsh fimsneial support betomes more diffioult for Framse
the more the tmoket leses its bottem. Pueland, who has Whwed herself with
har defenseless position betweesn two flres, bas suddenly realised that ahe
may play ome side aguinst the other. The sbeense of matural boundary de=
fonges bag beem minimised by new mothods snd instrosests of war, “Poland”
sald one expart in the Fremeh foreigm offlos, "1k fesling her oats. Duf
this samnot be sald to be an indication of Foland being s disturbing slement
in Burope: perhaps like Italy her slowly forming slogam of "Nothing for

Fothing™ my militats for peass. 411 Im sll them, the dangers and the fears
of war in Barope, whatever the imsimense of intermal chase, are, if smyihing,
less than whem the Londom Comferencs assesbled. To the extemt that this
glves tether to the solutlom of sotmomle problems and to confidemos, commm
opinion emters it upm the bright side.

Barope 1s mot as baniorupt as she appears. Wers world shamge of
goods to take am upward twrm, England would fill the vasumss of har lost
taxtile amd ¢olliery produstliem with somsthing else. Gormsmy weuld have
almost mo gold bat starting at the bottom fimanaially she is still an in-
dastrial power of brains and hands to comverd goods almost without an squal.
Franee 1s the same old France, whoss pinoh-pemny people, liks hems, will
glve wp their lives bat mot thelr eggs evem to thelr own govermment. The
“-.ll—t“ll—lﬁﬂl_l-l-hlhﬂl-m-

Geld Espolesms are met often ou the streeis dut hmuble homes resk with

. ————— e, —— ———
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thelr falst arems. BStabllity of sosial texture iu Framse L somewhat im-

mured by what the Fremah pecpls have saved) whatever thair politisal
passions may be, thay resssber the money in the ald sosik. The srisls of
less of Maith in their parlissentsry goversmest sither besanse of ite
fotlility or cutrageous corrupilom, has boen bridged by the mansgessmt

of the “0ld mem's govermment™ of Doumergee. Though they have lost some—
what thelr grip npem their “ring sroumd Jermasy~ their sseurity of boumnd-
ariss is sonsidered by those who kmow to be doubly imsured by their milit-
ary supresasy. The dsnger is & Frames disintegrated withis sad led by a
govermment which saves itself by the gesture of aggressive war,

Italy say bo finansislly sabarrassed but her populatiom is com-
plataly Fasolst, ready for saorificss sad procnd of matiomal wmity, and
sonsequently possessing s resilisst ressrve. Nossolinl sees clsarly the
1ight of Italy®s meed for a reocversd world seomany.

dustris, Osecho-§levaris snd Folemd are begimning s resovery im
the same sezse that thay aye beglimming to sesk and give marists.

AL

The two greatest obetacles te restorstiom of embange of goods,
it 1s ebvigus, are (1] the absemoe of any commom memstary msagure of valne,!
permitting tramsactions o be sxpressed In terms of & standard wnit o by
boakkseping on the basls of sash & wnit. (2] the absents of the proper
megotisting meahinery to maks exshanges with reciprocal mdventage.

As to the first 1t is almest wseless, thay say, to resite sgals
that the world, umless it desires uimoet Inconvenionss amd perbape socmom-
is wregkags, mat find some fized msasurs smd the soomsr the Detter.

' A% the Bank of International Settlemsmts this is he domimest
Lden; 1t saturstes the banks of Enrops and the thought of the Intormational
Ohmsbar of Comres "Hoallsing the perisd of intermal meed of t he United
States for mmetary mmipulstion” says the sonsemsus "we mow the less
agsert thet this period has coms to an emd. H-h-_lﬂ.-ﬂ*
csnded the United Statss to disembewel the Londom Conferenss by dsstroylng
M“H“mﬁh_-lim-m
msasurs. That intersational meesurs must be simple and rare. It is gold.
Ragardloss of the level of ourremsiss im relation te gold, geld mmst be
the malp; the altermatives are sllver, irem, Uheshire Chesss wampam snd
small shalls.



The ssemomis world is & flesk of hems whish lay geldem eggs.

the basis of & flexible pemgo, shillimg er lims, they sammot tall what thay
bay or sell snd swoon imie the imk.
It is time, many sssert, that esomomie stabllity be found withim

F!E!i‘!-n!l-}lltiil

the Londom Jemiersnos. Today when this is urged the saggestion ls made that
ill!ll'l!'#f"li‘%.-
e the gold standard. Wore Italy $o jeim (see Part 1I) snd Belgius and

Ififilllnni!i.ﬁlﬂ!ﬂii

'!r%ﬂ!%liiif

0,66 0,26 40,84

Peant Bterling. 22,33 29, 35,91
South Africsm Foumd. 2,12 29, 36,9
dostrelism Found 57,84 43, 49,43
New Zsaland Pounmd. 2,21 42,9 43,33
Japansse Tem, =, Bé, &4 s, T2
Danish Erems. 22,30 Az, 08 4,7
Borweginn Erome. 25,58 34,00 AR, 40

3,88 82,18
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The bast information which cam be gathered today from the gold
tles and, imdeed, from the finanginl mimis cutside of it, indisates o
strengthening rathey tham & weskening of the gold sehosl.

Passing from the lask of mensfary msasure of value as am obotaale
to & reweaving of warld trads, the other, and seccnd obstaclse, is found im
the shbetrustions te smbange of goods inherent in amtimuated methods of
irsatment of reciprocal szshamgos. The large omference method boing ahelved
ty Barvepesn opimism, 1t is the probless of bi-lateral, tri-lateral or plu-
lsteral dealing whish require, both imtermally ia descliag with one's owm
mationals snd extermally in maintaining comstamsy of matual sdvamtage, &
Righly developed and umtil now apparenmily, a spsolal tecmique eomblosd with
vigorous 9oWNN SERSS.

As stated already diplomssy with & mentality as now traimsd, with
lﬁmlthﬂ”hﬂﬂtlﬂﬂ_ﬂlﬂlﬂ#
—ﬁ-ht-l-tmth“q-ﬂn-'lﬂﬂﬁmﬂ_
of such techmique. Nor does the olvil service evem whem as highly developed
as that of England offer mach hops exoept the sxpeatanay of expert advige
bassd on figures of the past. Reciprosal trading doss mot imply ebtaininmg
of & uni-laters] sdvawtage but the setting wp of & matual gain bi-laterally.
To bulld otherwise 1s to bulld on the smnd, to eagender haireds md dise-
trusts end to mke agrosmemts to be evaded, broien or descumesd. The diplom-
at does mot usually now mey want to imow the sssplex baskgrounds for trads
dsals; the eivil pervant tends to ballieve he is smart if b gives nothlng
swny ard takes what 1z bayond goed conselemes. He saves his own skinm and
offios and hes wreaked the future of mmtualify.

potators howsver om thoss with untrammlled pewer o appoint, may
-l‘t-ﬁ#ﬂl_.mﬂuﬁmﬂp_tﬂﬂﬂ
bodles te hesr the respective sases of importers, of protested imdastriss,
of sensumers. Esgland as might be sapeoted, has chossm sush o method of
dealing with Impert and expert problems sad the recomcandations to the
Sressury sad the Board of Trade are ascepted im slmost all sasss ss & basis
for reciprosal dsaling in tariff smd quota quest!oms. One fast sppears ob=
wises in this peried of complex trading prodlems wheye t he meed is 10 wee
oxshange of osds awey from fthe realn of hlocked ecmmercs smd hlosksd pay-
monis, to convines pudlis opiniom, to su gress selfish ledlying amd pelitie~
al presswrs sn the lagislative slde of govermmemt, %0 kesp semstamay of

e e e m— —_— == ———— - S



resliprecity; that faot Ls that mere trade agresssnts signed, sealed and deliv-

Today the sommerelial relationship of sme sowmmtiry with another de-
pamads, 1t appsars, upon making thess relatiomships dymamic rather than statls,
basing them upon & technigue of dealing with tomorrow rather than upom the

in lomg term agresments. The old fashiomed trads tresaty falls to f1ll the

that whem tariff bargalning cesurs in paricdlsal snd politically managed
treaty confersmees, the result is mot lower but higher walls. The reasom ia
obvious; each slde engages in horse-trading, fixing valuss and sdvantages off-
ared far above the spirit of trus redliproalty.

The need for something more than flgure mongers and theorists be-
comes all the greater whem the dealing is tri-lster or plo-lateral. is am
imstance 1% requires comstruotive thought to appralse the tragle fast that the
Inil—ii.ri.-ifrﬂi.-ili
st loast temporsrily, s serious obstrution to thawing outthe world's trade
by reciprooity. It will require more oomstruotive thought after the imcorta

8till greater is the meed for couragecus thought and sotiom im ex-



part to restors world trads may not result in an intermatiomal labor move-
memi to take the matter of exchamge of commoditiss cat of thelr hamds, or i
demand & part ia the tesknique of sommares in an attempt to preserve, aml
squalise somewbat, the standard of living. HNenos in Jeneve cemtasts with the
Internationsl Labor Organisation, vhoss successes have not besn negligfhle,
reveal s new welght and significsncs to Lts Inmternational movement. llﬂlhﬂ
from the League which, thought 1t doss mot, oould injest it with a politisal
o-wﬂit'-ll,hiwu-rﬁ-—hﬂnh-—nmuru-ﬁ'-\’
that the United States should give it cemstant attemtion. Sush is the opinien
of snlightemed soropsan statssmen who bend their mimls ssross the adsmantime
difficulties shich stand in the way of restored and mormal trade-flow
threatening not enly standars of workers living btat the very sxistmmes of &
eivilisation higher than the self-subsistense Basls.

u

Your adviser realises that mach that he reports is already kmews
to you, that he may have in some instanses falled in his interpretations amd
fallem short im making them olsar. No has nelther tried to pleass mer to
find differscses with pressnt imerican pelisy. Hs has reserved his own ree-
essendations for imerican poliay for he reasserts that the best advise is a
sat of faots snd ispressions whish lead the ome sdvised to his cwn sonalus—
lomd.

Thare is & moral sids to thess scmolusions, 1t is said. Heprisal
is no step towmrd mutual advantage. dharp bargaining may sause gles to the
horse dealsr but ocomtribtutes less tham nothing to the comson and ultimate
welfare of the world's ssomomis texture. A poliay of self-sufficleney may
_uwn—_n:—m—mnuunﬁa—pu
all a8 to make & parish of marrow, short-sighted traders.

Thare is meed for lmventive gemius snd liberality as well as fer
statle knowledge to deal with the whole subjest but if Burope suggests that
mun-..m-:-mmuﬁ-—-uum.uuu
the memont to Duttem wp the watsh pecket. -

Tour Adviser im all his contaots has beom met with frisndliness
sad no small part of the valus of his services has besm in the fost that ke

had mo mafulfillable promises to give sway and ae missicasry superierity te
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bestow om less snlightensd people tham his owm. u*mh-ﬂ-
_-l—uﬂd_r-u-i-l-—-nﬂ-ﬂ ouly as
-m—nmummu-mn&mmn—uu—
ably transferred the fesl of ome eoustry where he had besm to others to which,
e was going.

Hltaﬂh”“tﬁthlﬂtwm-hﬂ
hﬁm-ﬂ-ﬂu-l—-hhhm#i it liss with
Baropsan goversmsnts and with Buropsan produsers. he initiative in elaboratp
-lﬂlttww—ﬂ—ﬂlmnuh-mp“-mluﬂ
vioes and other obstrmetioms to that pesss.






It L8 to be moted that in sash sase thess statememts are presesded by
the mames of those officials, fimamcial smd Industrial bedies or others frem |
whom epinions and statemsmts were dresm, but there is mo attespt to make the !
1ist somplote sinoe humdreds of mamy and varicus individuals added infermatiom,
anil soms In sonfidemss. Vhonsver possible those who were in the eppositiom or |

aritioal of the axisting goverssents wers sought to comtribats s varisat view-

polnt.
In some cases oertain candid views of individuals soch sa the Kings |

of Italy and selgiom are withhold from this writtem repert; also the imformatism _

{
of two smfidential agents of governmest and some of those of Massolini, ULollfuss |
and Vom Neurath, Foresign NMimister of Germsny, an old frisnd, and Ir. Bemes, "
sssoolsted with your Adviser at two former Oemfersnces. Alsc sertaln confidemt- _

1al statesests of indmstrislists or bamkers smch as a part of Erupp vom Bahlen's v

Seeretary dated iublism, April 9, 1934, Erratum in that repert - Sir Hare-
Belisha should resd Er. Hore bellsha and the name of Eoymes is to be strickem
eut.

Upon my return to Snglamd, your Adviser sew no offlisials but in &
dsy's time consulted the former somfldential sgent of Lord Curson whem the latter

had the Forelgm Offiee and also Sir Osell Earmeworth who is eme of the best in-

thess oomversations your idviser drew mmch of his Informstion as to Britlsh—
Jupsmose relaticms and the impressions that sttempts would be made to fores
proliminary maval agresments st onoe with limitations principally upes the United,
Btates program. Your Advisar cites the matter in thls report as some imdicetloms
'ﬁuﬁhﬂililﬂhlpi‘ilﬂ.l!plﬂi
somslderations affeating world trads.

BREAR b _Imx Qessiles

Prealdent ds Valera, dean Lesas:, Minister of Industry. or.

7. Bysn, Minister of Agricalture. F. Alhen, Hinister of befemse. . Faly,

Spesker of the Duil, V. 3. Ocsgrave. Oardinal EadBery. Lerd Enyor of Dublis.



Informatiss furnished iy eppositiom professors and soomomists. Jeseph Johmsom
of Trinity Osllege, Doblin. Oemeral O'Baffy and othars.

The passion of the present Free State leadsrship is to further sev-
ar the tiss with England. The Governor Oemswml is mot svem a figwrebead be-
sauss he lives in humble guartsrs and ls never seenm and sxpresses m0 oplnioms.

The move to abolish the Senate was on in sarly ipril. Here agaln the politie-

al wrge dominates the sgomomis problems for, with pelitisal domination of Eng-

land abolished the De Valers poliay as stated is to lsave no shanse for domin-

stiom throagh esomenis power. The program of self-sufficlemay is almed st

Hnglend, first to set up scomomic independenss, seocnd for reprisals against
English limitations of exports, particularly sattle, to the inglish merket.
I_Mhﬂ-hmm-muhwmu-ﬂhm

will give up har tes in reprisal.

Be Talera's own emphasis was a Justificstlion of the land ssmmity guar-

antesd payments snd & dememstration of the Lmportance of the Irish markets to
the Sritish suport smd re-sxport. B asserted that in 1331, the Fees State
teok frem the British 39 milliom pounis sterling in ismports wheress Imdia,

Germany amd Franes took sbout 32 milliom pounds sterling sl the United States

enly 26 millfom. This surprising set of flgures contimmed umtll the trads war
started iz 1932 and them wers reduced to the extent that the Fres State dropped
from first place $o sixth plase in 1953 and sderoded from the British exports
enly 23 milllom poumds storling. The figures were eenfirmed by diplematie
offises of Garmsny and Pramoe snd are not enly interesting becsuse they show
what the usually wmrealised importanse to the British of the Free State mariet
(only » part of Irelesd) but indissts the enormous amd rapld shrimkage which &
system of barriers may bring about.

There ip & tendemey to suppert the dostrine of self-sufflsiemsy by
s philosophieal willingness to ssoept & modest standard of living im exchange
for what are salled spiritusl valuss, the bappiness faster ssd mstiomal pride.

IAANIE 0. Dartheu, Minister of Fereiga Affairs. XK. Coulondre,
Direstor of Politisal Affairs. K. J. Rusff, Assistaat Minlster of Pimanes,
formerly Finsselsl Adviser in London. K. Lamsoursus, Hinistry of Fimanss. M.
Olement Noret, Gevernor of the Dank of Frames. Nlle. Fournier, Baxk of Frames.
mmmmu_mnm“—luﬁ



nﬂu—-ul—u—-mmn“-
Primes Minister, smmreus private bankers. Alpxmnder Lyssacowsky, former
mmwhh“mtmmi
Fronsh sommomios.

h-mh‘-‘:p‘ﬂ--_hl-tlﬂuul‘h_
salo snd finamelal affairs. The momth of April saw something of sn emuFg-
ﬂhtﬂﬂ“ﬂﬂtﬂ-ﬂrﬂwmﬂﬂm
govearmmnt . hmm—-n—u—u.—umm
lﬂhﬂt_lﬂihﬂﬂuhﬂihﬂﬁllhhﬂn_- In six
sosths, Berriot, Dlssisr, Sarrant, Dalsdler bad falled to gevers. The g
u—tfh_llll-_turhlhrh-nmhpwm
h“ﬂlﬂﬂ“m-uﬂl‘ﬂﬁﬂﬂ"
ulase haveln the Stats. Privats sredlt was vanishing alomg with publis
aredlit. n-u-l-tu--nununu-m.-u-u-;-u.-u
was rumoursd that the frame would g0« Hitler was a memace; oithor Jommmnlsm
or military nationalism to follow him Wers worss. Bow military sxpenses
ﬂi--mhmmﬂl‘lhﬂﬂﬂ.ﬂlﬂh“hﬂ
-hrlhhnlh-ﬂﬂl_hrtﬁ-lﬂﬁunmﬂlm

hnmmhm-mmtmm"—m
hmmh_l-t_ﬂlﬂ-ﬂhﬁtﬁnuﬂ- The Stavisky
sass Tillad tha pail; ltnmlﬂlhlhmm-u-m
peazant polltielisns. M_mil“n—lﬂﬂ—_hﬂiﬂl
and to demmstrate. Ihi“-tlﬂh—““mmm“
p-ﬁlmlﬂhmhﬂm- Thesa in Franse were sdmsarvat-
mmmmhwmmw-ummmmmuﬁ
ww*-mrlﬂﬂﬁ-ﬂﬁ_ﬂ“ The
“hhrhudl-lhnuﬂ_ Barriot, Tardien, Petain, ssoept-
uh—:--luuuu-“u—u-ulw-n—m-n—nm
here but honesty somotlmes is romanse.

Uhat them are the interssts of Framee? Thres. To soe Deumergus
avert finanaisl shaos. %o see him avert soolal viclemes. To ses him svert
war - whish the Fremsh detest.

uﬂ-puum-tmn—guum“u
n—-tu-mu-uwn-—n-u--rnn—-w

or tartinyy lnterset. The trads aegetistions with the Sritlsh falled im
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Narch and are being retaken. They emgage & secondary interest. Darthou tald
your Adviser quite candidly that he was too busy with Poland and Oseshosloweiis
o know mmch about world treds barriers. Bvem whem the Freseh mind flezes
toward the subjest 1t 15 sa soademls mind. Bush mitters are referred to the
"sempetent bureans.” The gold eover In the Bask of Franse im late April was
Tef. The threat of scalal vislemos er of fimansial panis howsver appears te
the Fromah official finamoinl amd sxpert group as far more lmportant lwssdiate-
1y, than exports and imports.

In this state of affairs Fronsh opinion asserts that it is Aisill-
uslonsd about attempts to thaw out world trade. Franoe ascepts the quota anmd
lisenss systems and imtends to uss them to fight with. To change this poliay
would requirs & far greater stability within Franes and something other tham
the pre-war mentality of the Jovermment of Old Nem. The (ots system wag
foreed whan 1931 showed & groat defiolt in trade balanoe and the pressurs of
tatornal business snd finsnoe ou the covermmemt was irresistable. The predes-
sssor of N, Lampuremy. iz tha trads tresty office was the ersator of the off-
loe, K. Fal Elbal, who far fre= belng an adhsrent of the doatrins of normal
international flow had ldsas of smtrusting all intsrmatiomal exshangs to ax-
elusive govermment oemtrol. -

Franse 1{ mmat be noted, it satalogued In the minds of most Smrop—
san finneolers and somomists as being & case spart. Har somonmic theory is
work and davings, snd & moderats, rather than & higher standard of livimg.
She Alsliles resimentation and modern industry. It is sald that only ome
ﬁumnmﬂ;#u-.m&uhm:h
fanily or scoperstive produstion im small emits. "Framse” as Lloyd Gecrge
ome sald “detest German organisation amd Industrial offlolemay. She detests
ths sentamimation of industrialies almost as muoh as she fears luvasions by
p—

For all the poat war yoars the system of perlissssiary goversmsamt
and short span wimisteriss have lived gmats lives politieally Wy appeals to
Frelloh fear of war and Prensh reluctanss to reash inmto the ald sodk snd pay &
son. Hemso the populatiom tedsy 1 satwrated with fear of German assendensy
and ultimate invasion and equally and quite simesrely resentful of amy saggeety
iem of pagment of "wurt debis™ as one of then Jooularly suggested. Thase
-m_“llﬂﬂlhﬁh_‘#-u_m-

!
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Frensh minds are set uwpom tryimg to decids which would be the worst - a Germany
mm har foot In industry, a Hitler foroed to viclemes to maintais office.er a
Btats of Germany in commnism with emmtaminatlem spreading to som tlaklish
sitmation in Faris whers trecps may in the futurs refuse to mow the mods, whare
sven today the head of the Parls polioy starts in horror agnimst aa indigmity
to the Fremah pecpls wham it Lls suggested that he might uss tear gas.

SRR (P) Bexlin.  Rersends Bestme
Serom Vom Newrath, Mimister of Forelgn Affairs. Sabmidt, Ninister

of Egonomy. MErmet Hanfetamgl, Direstor of Forelgn FPress snd Adviser of Eitler.

Bohsaht, Presidemt of the Helohabamk. Hischer, Mamaging Direetor of the
Dresdner Bamk, bruning, the Former Presldemt of the Releh, who is more or
less In hiding snd must be seen secrestly, varlous members of the Forelgm
Offics, varioos membsrs of the diplomatis corps inoluding English, Italism
and Belglan, from all of whom most valuable views wers obtalnable. Bussoher
and Siemsns of the Eleotriscal industry. Krupp Vom Bolbenm and Foemsgen of
Stell, Dimsburg of the Shonlcal imdustry. Other industrialists and under
ssoretarios of the dovermmnt. Dr. B. ¥. Vom Bulew.

To see Eitler, for vhish arrangenent was offered, appearsd to
promise no galm bessase of the diffisulty of language and for reasoms of pol-
ley.

The regime in Geroany faces moumting difrisultiss, maialy based
upon (1) lethargy smid searst dowbts of & people somewhat disiliusiomed about
Hasi famatiolsm, (2] The slow withirawl of tha support of Industrialists and
fimanglers. (3] the inoroasing dis-affectlon of momarchist or matl malist
mentalities. (4) sn imtrigos by the lattsr to supersade Hitlsriss which may
have the support of Hindemburg. (5) Beaping of the arop of uowiss axoesses
in perssoution, (6) Commmnist squirmings. (7) Govermmemt beskruptay. (8) The
fasts that & great industrial matlon ssger for produstive labor is reduoed
to a gold saver of sbout 4 § snd has no more resource for tamatlom amd prob-
ably sammot refund in any mamner, evom its intermal eblijmtioms, that am—
othar oollapes of the mark is inevitabls, that mo markets are found fir its
production, that over-population is volsanic amd fimally the fast that
Hitlsrism s thought to have imtesslified rather than helped the catalogue of

Your Adviser does mot regard seriowsly suy prespest of & retura te

]
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old comstitutiomal lesderskip. If Bruming has & selution, be falls to state
it. Yhen challenged for a cchereut program. he snd othems retrsat to geoceral-
itles about Inmmn liberties and to mere aritlelss. The fear of the old som-
stitatiomalists ls an ultimate revolt of broem Shirts in favor of Lhe oommn~
lsm whish maxy of them abundomed tewperarily. The dlsplecsd politisal figures
are smstantly bolng spprouched by offers of bribes from Faris to formet trouble
and are therefors ssare of the mti-Hitler propagands whish coms from privats
finaseial sourcos. Tho matiomalists, some of whom, ap the world komows areis—
digestibles within the Cabloet are begimning to fear cheos unless thay orgmn—
ise, and sseliorate HEitleriss. It is signiricsnt that in this jomsture Hitler
basics water, that bhe scammot throw off his llsutsssntis some of whom are irre-
sponsible and, in soms cases, grotesque mem, that the fipal step Lo reglment—
atliom - the cempletlon of the Arbsit phalanx is mot such & suposss as to
please industrial loaders.

Tho resulis of the Italisn rovolution are mot being mshisved in
Oermany. Opimlom in the coumtries surrounding Uermaay is thet Eitler falters
in the wrong places and goos to exoosses 1o others. [He has gashled upem
eratory which he dares amd haniles with akill rather tham upon adminmist-
ration in which his cspasity is limitod. Homoe any forelgn etitbelsm, boy-
aotts and reprisal hide raleer than oxposs his weanmosses and jlive him more
tother to sppoar as & parsecuted savicr of hls peoples

Tha alarmists raports of allitary prepuratlon have bsem grosaly
and imserally ssaggerated. Thare have beem purchases and assummlstlons of
raw material for mamition purposcs but thelr bulk, even if comverted imte
arms, does not warramt the balisf that sny aggression is possible, exsept
that of airplane ralds, mor that 1f aggressionm wers propossd the popmlation af
Gormamy itself would mot revolt because of its futility. Besides Framce,
Poland, amd Jssshoslovakis are alive with preparedness.

The possibility that saveria, which is Hasi but mot Berlin Nasi,
muy break sway, if chaos somos, s provimg & soures of comsidewabls speeul-
atiom. Fracos mad Italy, for different reasons would fiad this & relisf aad
ramours with soms foumistéam ssy that some plotiiag Le afeot.

The baskgrousd of this politisal ploture, with a smset of Goverw-
momtal bamkruptay, is mo advantageous plage to paint a world eemmeny program.
The latter ls met lmmsdistemough mo matter how vital to o Jermemy that mmsd



export to 1ive. Hamsed in by & ceomstrieting dimimuitien of sxport possibilit-
Lo, and with mo gold to pay, German peliey begins to welgh all the possibilis-
iss of self-suffleisnay. Schaght and Krupp Vem Bolhem, with whom your Adviser
ﬂtﬁﬂﬁl"uhwmh—--n—ﬁh
ummm"uhﬂmﬂhﬂmm
muﬂhw‘#lt“m’-ﬂ“hm‘h‘l-ﬂlw
gandived salf-sufflolenay. Meamwhile the pressure to bar lmports by all the
mmﬂmlm“mmium“tHlﬂ
from abroad. wmmn—ﬁumrmmmum
ing Amerlsan sotton and delegations depemdent upon laporting Amerigss oil amd
:M“ti-_umwm.ﬂﬂmnt-umm
lﬂtt_-u_”um:m-tuhurww-lmuurr
ocalved in Uersamy.

is stated in the maim body of your Adviser's repert the Oresat PFualt-
ln”hnﬂhﬂﬂn-fmn“ﬂﬁ'hmu
s problem to herself tham to all of Westera Jivilisatien. It is as Lf the
wrath of man bad evoksd the wrath of Ged; two millstones whish whils they
-lﬂ-hlﬂhnlhtitmﬂnrmﬂ-_ﬂum-‘
immoeant geoeratiom of forty-milllicn Germens.

SURERLAND R, Gsmeve. Lansiane. Masle.

mrmﬂmmmun-:—.—. The Labor
Organisation Seeretariat, Stopani. Ve A Eiddell. Its, the Japamsse msmber
of the Nochemis Sectlon of the Lomdon Jomferemos. K. nesmay of the Bamk of
Internstional settlements, sad varicus Industriallists particulerly in the dye
industry and others. The Sesretary Gemeral of the League was sbssnt ot &
weak-oni.

mwithmﬂnmmmth
gold stamdard. She is getting aleng botter tham the rest of the werld. It
is sdmitted that the standurd of living must be somewhet redused; it has been
mumhm.mwﬂlm—mmﬂm
dependent mow wpom Germam tourists. Switseriand is interested in reductiom of
Amerigan tariffs. nﬂ:um-mmn--—-m-m-
1f the United States would sensider & primeiple based on the Duely plem.

ﬁi-ﬂihllhﬂﬂﬂl_ih_“ Bambdrs
uu”mmmmmu-mum_
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be dems. The meetings of this seatlon have Doen emasculate. BSvery guestion
is put om ise. There is doubt that sny smter of ssmilon sad #imldily sam
dsal with smergenoy situstions or will dare to commit Ltsslf exsept to meaning-
less phueses. Thare are the lmward, if mot sutesrd sagressions. Nore impori-
amt wms the Dissrmsment meeting but mothing was expested of that slther.

The Leagus has been reduced to & servise station snd evem that has
began to fesl the dry rot of butesmsratic oumbersomeness aad the futility ef
centious mowthings and of the shy printing press.

The Imtermatiomsl Labor Organizatiom as stated bas taken om new sig-
alfiganse sines the problem of trade stagmation may =as standsrd of livisg
-nl.-p-_huutulhmﬁMHu-ﬂ-ﬂ.l.
Farthermers labor govermments im seversl hitharts eapltalistis countriss may
taks trade questions into its own hanis. The ssscolstion with the Leagme is
the Organizatiosd greatest burdem. Though this affilistion is slemder It
—"mmﬂtmumm-ﬁu—am-m
pelisy and imised to Usited States Labor ltself, which may mot be interested
iz equalisation of standards dewmsard.

ALY K. Bemae  KUlake Surin. Jeleces. Tenles.

The KEing, in two Intervisws. Mussclimi. Suvish, Forelgm Affairs.
Alolsi, Persign Affairs. Jung, Plasmge. Asquini, Corperatioms. BE. Barells,
Tablisher of Popolo 4*Italia, Hassolinl's owm paper and the Dnse's wnlisted
sdriser. mmmﬂ:nhwmmuwh
ure in Hems. Oeruttl, formsrly Chalrmes of the Oomfeleration of Cemmerce.
Somerees bankers snd indastrislists. Sir Brie Dremond, formerly Seeretary
Genemsl of the League of Hatlons, mow British isbassador. The Germsn Asbass-—
adery Varioms offioials of the Remsn Ohmred.

Italy in some respects like Scandimavia, Holland, Belglom, Bwits-
sriand, Portugal, Ireland (becsuse of her desire to ylald to imerica paris of
hm-lﬂhﬁhiil-“lﬂﬁll_mm
and Poland all enjay & stability, waity of mational spirit and & ecmparative
ﬂm““ﬁ*ﬂtﬂwﬂmh—m-
restors stabllization of values snd imtermstiomsl trade. Italy may b inmalud-
-hn--—m---m—nh—ummm-n
“M“hmm_mﬂm
secparation ia trade-fiew.
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. The imterest of Italy im Bawvaris, Anstris and Beagary is mot sole-
ly sh imtersst In & protestive ring at the Berth; it imclodes to some small
dagres interest in & fiald of dsvelopment and of ssomomis mniom to relisve
the memstrons positions of iustris and Bumgary smd replses them with an so-
smomie mutuality. The 1dea has persisted sines the days of Dom Sturse's
leadershiy of the Partite Populare whem he axpessd the whole program te your
Adviser.

Bussolini hopes for = stabllisaiiem of the peund, dellar, and lire
in which he may joim before Osteber. HEe bellsves that gold coumiriss would
have to revalusshers messssary, sven Franoe. He sees this as & prefase to &
theals of breaking the sscmomis loe.

"@laoigrs will tura into rivers.”

The kay mmst be tarned by somecms. Noomomio war betwsen the Ualted
States and Britajn is nltimate loss to beth so great that me Jask staws should
be plaged. (In the thought that British and Amerisan csoperstiom is required
ha differs from Jolljs and Trip whe beliews spparsntly that the Umited States,
mm-‘mmu:w—mm——u
mnmhﬁmq--m-ﬂ-ﬂnum
1. :

In the meantime NMugsolimi's ministers are plaging the same dise
reosrd heard sverywhore In Burops. “If you sam't take any good) I can't pay
hm-t_ﬁmlhtl-nw““iuﬂhihpﬂ.u
foroed to do sa, I will find substitutes to ersate self-suffisieney.” Asquimi,
Ninigter of Oorporations, sven finds virtws in sush mecessity. "It iz ==k
tree that self-suffisiemsy i mot always had socmomy simee it produces mew
rﬂhd-ﬂnhmﬂnﬂ.mmn-ulduh
ing. Es cxhidits samples of new textiles from hemp snd Jute and vegetable
silks. The world's meed for cottom may be eut in balf in the mesr fature smd
= "

In the fimsnaial situstion mosh that is depressing my be sald.
I-h-“l_lﬂur_“i-ﬁm_m
hﬂm-i‘-l-l-l‘llt-l_-lll--ﬂh--m
-mu—m-mmh“-ﬁ—“
from Rems. Dut the productive intermal secncsy is well in hamd snd publis

works to absord unesploymsi are wisely created sa o sapltal imwestmsmd,




The recovery of the Pemtime Narshes is & great schleovement, re—
forsstation and roads have eurished sad tisd tegether the intersal sssets.

The spirit of the pecple has met lagged. Par frem relaxing powsr by weari-

Begs, Massolinl has meliowed amd those who disgnoss this as approash of age

are far from the truth. The msshinme he has bullt is more effestive new them

ven, especially af & mashine indistimetion to an assembly of ambitlous per-
somalitiss. Thess are the bases of oenfldemos whish suppert the thin fin-
anslial margles.

& : ARTRLL. §.

(hamgaller Dollfess. Richerd Sehmller, Advisor om all sxternal
affairs and an old friend. Louils Hlass, Forelgn Office (hef de Oabimet. Dwi
Anton Apold, Mamager of dustria’s largest stesl amd i1rem industry. MNaaries
Frese, Adviser, National Bamk. Adrian Van Hangel, President Oredit-imshalt,
the largest bank. Jaques Kshane, Direstor Mercurbasik. The Nimister of For-
elgn Affalrs and varicas others. Otte Spemm, Frofessor of Boemomios, sald
to Bh the origimal sdvooate of the theory of the Jorporate State.

. A8 statsd already the pelitical and banking orisis in Amstria
thrsatensd allisnge or & merger with Jermamy. JAuostria, being am impossible
soonomioc unit as pared down by the peass, oould only hawe her independenes
guarantsed from without. Prance and Italy undoubtedly had usderstamding that
Dolifuss should be maintained but only German political stupldity is respems—
ikle for fallure of the Nasl plans. Imstead of woolng iostria whem the time
was ripe, stremger methods and distaterial attilndes defeated Oermen emds.
muﬂntmwulw--l--miinw-mu
atmen oame to the rescus.” The two cutstanding results are a sontimmed
mm—.mnumm—umwntnm-’*
forces of arms behind him. He depends upon cutslde flmamsisl props. Thess
have brought adout an Intense dank smalgamation wiping out breddly speaking
all other Austrian bamks. Nasism still sorrupts some military and police
and prosecoution exsept for the greatest smsessss 1s held bask by a govers-
memt which fesls that moderation is more potenmt than heavy handed diseliplins.

There 1s no sseured political stability emsept thet guaramtied
from without and by the very mature of instria's boumdsariss there 1s ever
pressnt gross seonomls ancmalies snd semstant finamelal apprehemsioms. Ne

Rope existe 1o sell to such & seuntzy waless there is semething to parehase

—————— ey =



frem har and this possible import from her 1s very thin. She is 800 weak to
-u.-nm_h-quu-u-—p Nor poople are Germ-

sals in fesling Wut like Bavaris have mo taste for Berlin or for sxsessive im-
terforence with pevsoml freedom. The Nasi movemest howsver is far from desd.
Released political priscmers of the Basi group tell your Adviser that the move-
ment will not down but enlightensd omes deplors the “smtrage” system which 1s
inspired from withouty for it will turs Amstris asti-Basi in the leng res.

EINGARY N, Bedapest sad industrial towss.

Oolomen de Kanys, Minister of Forelgn Affairs. Bela de Lmredy,
Einister of Flasmss. Adviser of the Natiomal Bamik. baron Naresl Besok, Dir-
sotor of the Numgerian Diseount and Ewshange Bsmk, Br. Bruss, Inglish, Leagos
of Batlons Adviser to Hungary (Royal Tyler was abeent). Underwecretarics of
Hinistries of Ferelgn Affairs and Fimsnos. (The Presidemt was absent for holie
days).

Bangary, as Nr. Bruce states 1t, has no bope of pulling out of the
Hﬂﬁﬂlﬂl“ﬂmﬂﬂhﬂhﬂﬂﬂiﬂﬂ-
erial or sconomis favors. Agrisultursl produsts sell for mothing and the cest
of manfestured articles is absurdly high, The standard of livieg of the gem-
eral population is dselinming rapldly. The privileged classes live em sredit
whish mst ultimately bresk down. Bvem im the Govermmamt there 1s mo pretemse
of any other siate of affairs. Nothing remsims smsept somplaint sbomt the
Treaty of Triancm and impertant hatreds. Without ssommis mmion with meigh-
mm--mmmmmhmmun—
atorships snd ememy ooumtriss with ssencmis walls raised sagalnmst her. As &
mrket for or a supplier to the United States, she maust be considered with
the hope of some measure of rebabilitation sserglng from sn scomomis uniom with
Italy and Anstra.

SERCEOSLOTAKLA. 1

Bemss, parpetual Ninister of FPorsign Affairs, an ald friemd. Jam
Nasaryx, son of the President. The Presldent had just passed through s tri-
waphent slestion but was very 1ll. Dr. Nasaryk, his deaghter. Mr. English,
Presidest of the Eatlemml Baak who sngimeersd the devaluatiom of the erows.

Other bank offisials amd Industriallsts.
The politisal stadility of Ossahoslovakia will remin saly while
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Mesarykx lives. What will bagpen afterward mo ome will say. From the peist
of view of a kay fastor in Franse's "Bastern vorridor® the best Informsilom
is that evem 1f Benss, regarded as fransephlle saml oven socused of belng s
Frensh agent, dsslres to suppert Frames, am oppositiom to comtimmed subserv—
ienee will sriss sspesially sinse Framce ssn mo longer afford forther fimes—
elal support. The industrialists ssek marists and leam towerds indepomdense
of satiom in so doing. "hile the army is being kept at comsert piteh, e
trading imstimat of the Osesh begims to look ferwerd to sommreisl sxzshanges
with Germeny. It is here in Osesheslovakia that we begin to find the am-
witiom of Gormemy te releass herself in an sastward directiom.

Amerlosn exports of colton and sotton yemms 10 Ossshoalevakia
drepped from 974 million krome im 1930 to 480 milliom in 1533. Nimery oils
drepped from 101 millien im 1950 to 45 milliom im 19385, PFats show abmi
ik somd deareased.

The govermmodt now desires to Wy direst from imerica snd mat
have ths parchasss pass over armaiy.

The willingmess to megotiate resiprocal arrsngement ls expressed
in almost all guartars,

BEAER. .

delomsl "alery Smwek, former Prime Himister, olessst pearsoml
frismd of Narshal Pilsodakl, who was sbeeat. Ninlster of Fimaes. Leshin-
Lok, Pedsski, inglo-samm Sestlom Forelgm iffairs. Bajebman, Eizister of
Industry and Cemmeres. Osembek, Umdar-searstary of Foresigs Affairs. Witald
Wankowits, Jhlef of Treaty and Oomssreisl Polley. Isbermiskl, Foreigs Off-
ies, Imtustrialists.

The standard of living in Feland is low Indesd. It is in large
’ttm_m-m“ﬂm-muﬁ“
part of its budget mow mearly balsmeéd. Neretofors guided ky Franss and
1ixe Oseshoslevakia, Peland feels & deaire to find her way more imdpendent-
ly. She regards herself se an importaat fostor in coming Buropean develep-
mint and tends to adopt the peliey of giving 2o pledges met well paid for.
hﬁnummlumuunmmummun
wndarstosd his mission failed. BEzseps for esports of ore thers is mot mah
unm-—u-#mmu—m-u—l

qualify.



It i of interest that the Jupamess mission in Peland of whish
hlﬁhﬂ-l-lh-mwh_imh“-h
minspring of Japasess muaiimlntion mnd propagamds om the Oomtimemt. Ita,
ﬁ-un-,-“.hdn“uﬁl_'-ml-—
Snd & mesber of the Hoenomio Bestion of the Lendsn Comfuremes.

AN, K. JMressols. Antwsrs. emvein. Ghent. stge

Eisg Leopald. Nr, Hymaas, Ninister of Forelgn Affaivs. Van Comvel-
sart, Ninlster of Satiomal Seoncmy &nd Agrisulture. Jaspar, Mlnister of Pereiga
Affiars. Bap, NMinister of Fimanse. PForthomss, Minister of Pablis Werks.
Franok, Govermor of National Bank, Pesmequi, Govermor of Soolétd Gémbrale .
Sastens, Foreign Offise, Ucmmereial Sestlsm. TVaricas industrialists. Halme—
ma, imerissn emtrepremsur with a wids vislom of Barope. Publishers.

dn overturm of the Osbimet was in proosess which ahifted the per-
Semmsl without substsntisl change exsept that Rgmaas was replaced by Jaspar
who was an old scquaintence from the days of the Gemos Comferemce. The pres—
emae of the old King is missed. His roots had gone deep. Iy Eureps he spoks
quiestly hore and there and to good effect. Ninistriss are wet stabls but thers
is stabdility in the regime sand oomstitmtiom. Furthermore, Balglum though mere
overptpulated than sny other olvilized country keeps har ghin above water and
bas & good positiom to leck around with some detechmewt. Ner ststecests amd
her bankers are scasomed without loss of vitality and the business mimd is be-
eoming more evidemt in policies than the palitisal mind, im apits of the div-
fslon of the coustry imto Flomish and Valloem fastioms. In Belgiem is foumd
the trall of an intereet for world soomomy, for axchamge amd s higher standsrd
of living or at lsast a stand against retrogressiom. Nem liks Van smweleart
ani the younger Van Zeeland, who has Just been gives s mimistry without port-
folle, are sager to dissuss ways nod moans to ereate ssomomic wmiems for reslp=
roalty. Fhough moribemd they suggest the Omely agresment primeiple as the path
for mations met too presssupied by the imternatiomal shessboards of fear oy gy
intormal imstabllity.

ds im Italy, the ices grows that matioms whish are fres te ast meed
ﬂﬂthﬁﬂh‘“mhhlﬂrﬁﬂh#“
noes in whigh thelr membership produces omly discord snd bad odors. (

Wﬁﬁﬁ-hﬂﬂ-ﬁhn&ﬁ.hﬂm“‘_

_""m-hi-ﬂ—._m_
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geld valoes sculd well preceds sttempts to from plu-lateral srrangemesis bui
that steps forward should be takenm in axy sase to wears mml-lateml, trimsg-
alar and maltrianguler exshanges.

BUdebl o Riiit ndel bl oF Gl

De Greaff, Kimlster of Ferelgn Affalm. Colijs, domimant persomal-
ity in the Oabimet and Ohairess of the Doomomis Seatlom om the Lomdom Oomfer—
enge, Trip of the Bank of Netherlands. Usder-sseretariss and wvarious banking
snd industrislist mesbers of the trade organisations im imeterdsm snd the Nagme.

Galijm amd Trip have two of the moat satisfestory and best realist
minds in Sorope. Hs who wogld deviss ways to recpen the flow of imtermatiomal
trade would make no mistake iz chooging thess two to be among his sdvisews, and
sings the Nstherlands are largely guided by thelr coumsal, it may be the bast
of all Buropean mations with whish te work on solutloms of the problems of
world seomosy.

Nalthor of thess mem balisve that mormml intermatiomal businsss sam
be dome umtll curremcles settle down om & gold value; both belisve however that
if world soomnomiss are to be freed from politios the places to begin the cam—
paign are the coummtries which have stability, whish refrain from tising te
eTery soomomis question & demend for a politisal somsession, pledge or somsld-
sration, which sam glve attemtiom to the subjest and regard reaiprosity as be—
ing matual advantage and mot a8 & flsh trap. Both assert that Scandinavis is
fertiles territery for such progress and perbaps Belgimm, Switserland amd Italy.

SONAENRUR

Ee re—cemvention of the Lemion Jenferenss ls prastleal.

Littls may ba sxpected in comtributioms to trads flow from govers-
monts sither (i) bemkrupt. (B) em & preciples of intermal diseord or fimasaial
sxplogion or im process of recrgenizatiem. (0) comsumed by war fear and tims
sngaged in twe businesses (1) armsmemt (2) iwtrigms with whish Barops mow
seethes a3 mevar bafore.

Some common measure of valus must be establisked to creats comfid-
snoe in temorrowd worth of axythimg, hemos stabilisatiom em a gold basis is
meeded for intermatiomal exshangs.

It is possible for s sertain nomber of trading coumtriss, fresr tham
others of impedimsnta, to begin at omos am attempt to form a resiprosity growp,
whish may bs relsased by judlolial imterpretation 8 & EISun frem the somstrist-
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ing ooile of the most favored mation elanse.

That the preblem in the ultimate is mot productiom of goods wmless
goods and aredit may be the means of bullding purshesing powsr.

The relative positiom of ome or mere sempeting trading matiems im
sny market 1s less important to any of then than the purshasing power bullh
by the sotivity of amy or all of them im that mmrieet.

Nemse soomomis umloms of reoiprosity may mot enly develop trade
between mstioms im the group, but will ald sll mstioms by bullding purehes-
ing espesity.

-
Tour Adviser has omitted from this report as irrelevant the extended

viows sbtalned of inter-govermmemtal dsbts, meratoris, snd bloaked transfer.
Ee has omitted ns woll the landatory or eritisal sxpressloms towards the
Reossvalt Adninistration and its seomomis programs; in large measure thay
have boen put at his disposal.

HEs bas omitted his own views as to tho mach meedsd resourcefulnsss sml
ohamges requirsd to build effisieney snd constancy im eeccmomls reclpreeity.

The expenditures of your Adviser have been much below the sstimates
amd budgei.



_,.:_ > PsFM%
-&,e:?‘sf ffg*r‘

@ ﬁ-\‘faﬂ DEPARTMENT OF STATE

WASHINGTON

Beptember 13, 1934.

My dear Mr. President:

I enclose herewlth copy of a E:_l_og;g
from Ambassador Grew in Japan reporting that
Hirﬂt;._hid told him yesterday that Japan had
definitely decided to give notice before
December 31, 1934, to terminate the Washington
Haval Treaty.

I have sent a paraphrase of this to Norman
Davis and another to the Becretary of the Havy
emphasizing its atrictly confidential nature
and the importance of preventing any lesk from
American sources before the negotlations scheduled
to be held in London in mid-Oetober.

Faithfully yours,

Enclosure:
Copy of telegram. [

The President,
The White House.
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This telegram must be

closoly paraphrosed be-

fore being communicated

to anyone {A) Tokyo
Dated September 18, 1934
Reo'd 2347 a.m,

Booretary of Btate,

Tashington.

204, Septeuber 1B, nocons

GLinbenepwnl, My 202, Beptember 17, noon and
previsus.

The Minister for Forel m Affairs told me yesters=
day that Japan had definitely decided to glve notice
before Degcember 31, 1834 to terminate the Washington
Navel Treatys The Minister said that although many
elementa in the Navy wished to abrogate immo. letely,
he had insisted on walting until after the London
conversations in Ootober beoause he intended to
discuss thls subject with the other signatories
before abrogation in order not to glve offense and
also in order to mvoid tho unfavorable atmosphere
prior to the next Naval Conferonce whioch might be
ereated 1f abrogation should take place without some
proliminary mutual understandings He sald that the
discussions comcerning abrogation would be conducted
with the various signatories separately and that the

matter







ASSISTANT SECRETARY OF STATE

-

October 11, 1934.

Dear Mr. President:

Atteched hereto is & memorandum relative
to claims of our nationals ageinst the Govern-
ment of Turkey,and also for your consideration
and for your signeture, should you epprove, the
documents euthorizing Fred E. Nielsen our repre-
sentative to conclude the settlement agreed on.
The suggestion that we should close the controversy
by accepting the Turkish offer of $1,300,000 and
avoid further expense by placing Nielsen in position
to act immediately has Secretery Hull's epproval.

Yours very sincerely,

Enclosures: (WW‘-

As stated.

The Fresident,
The White House.




DEPARTMENT OF STATE

THE LEGAL ADVISER

Dotober 10, 18934.

TURKISH OLAIMB

Mr. Fred K. Nielsen, designated by the President
several months ago to go to Turkey to endeavor to effect
a settlement of outstanding olaims of nationals of each
pountry against the other, nas recently reported that
he has been able to cbtain from the Turkish representa-
tives an offer of & lump sum gettlement of American
glaims. The original offer was $500,000. This was raised
after considerable discusseion and exanination of the
olaims to $1,200,000, to be peld in twelve annual install-
ments. Mr. Nielsen recommended acceptance of the offer,
put, on instruotions from the Department to endeavor
to obtain more money, payable in & ghorter period of
time, was able to have it inoreased to §1,300,000, payable
in thirteen annual installments. He reported that, owing
to the financial conditiom of Turkey, it was not poseible
to shorten the pericd for payment. He thinks this amount
will be sufficlent to cover all meritorious claims, other
than those of naturalized cltizens of Turkish origin

whioh
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which the Turkish Government has refused to ooneider,
since, under Turkish law, they are regarded &s Turkish
nationals. Turkey has not advanced any claims against

this Government. He was suthorized to accept the offer

as the only alternative to interminable ﬁally and increased
expenses with no prospect for i better settlement in the
end.

We have instructed Mr. Nielsen to remain in Istanbul
until a final agreement is signed. He now reporte that
such an agreement is in immediate prospect, but that the
Turkish representatives do not conslder that his present
commission is sufficiently broad to enable him to sign
the agreement and have asked that he be given full powers.

1f the President epproves the attached full power,
the text can be promptly cabled to Mr. Nielsen in order
that he may conclude the agreement and return to the
United Btates.

Machinery for distributing money %o glaimants will
be one of domestic concern only, recommendations for which

will be submitted at a later date.

Le GHH:AD
487.11/821
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THE UNDER SECRETARY OF STATE

]
o
'_ WASHINGTON

November 8, 1934

My dear Mr. President:

1 enclose & copy of & telegrem which has
just been received by the Bureau of Insular
Affairs from the Governor General of the Philip-
pines in reply to the two telegrams which we
have sent him with respect to changes in the
tariff. In view of the statement, as quoted in
the telegram, of Bpeaker Faredes and the adjourn-
ment of the Legislature, I do not see that there
is anything else we can do at present.

Representative Fish called me on the tele-
phone from New York and I gave him the substance
of this telegrem from the Governor Generel, He
seemed a good deal upset and critical of the

The President,
The White House.
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8tate Department for having failed to put through
the tariff changes, We all feel here that it was
better not to bring pressure to bear on the

Philippine Legislature,
aithfully yours,

Enclosure!

Oopy of telegram from
Governor General of
the Philippines,
November 8, 1934

—— o




Radiogram received November 8, 1834,

Beoretary of War,
Oox

8%h. No. 497,

SOUNTIDINTINL. Reference Buresu's 648, November
7th, Bureau's B31, November let, was immediately considered
with President Pro Tempoue of Senate, Bpeaker of the House,
and Secretary of Finance. Opinion was firm that, with but
few days of session left, it was impossible to sucosssfully
retake position on tariff measures, particularly changing
basis from rates to quamtitmtive limitations. On Tuesday
November 8th a cautus of Majority Party was called and
thereafter Speaker Paredes issued the following statement:
"After consultation with President Quesom, and the other
legislative leaders, we have decided to defer aotiom on the
tariff wuntil a thorough study is made of the whole question
of American~Philippine trade relations and the views of the
Congressional Gommittes arriving from the United States nre
asoertained as to the definite future trade relations be-
tween the Philippines and the United States. We hope thl.ﬂ,
upon the establishment of the Oommonwealth, all the necese
sary data will be at hand %o formulate a definite trade
polioy, 2ot only with Amerioa, but with other countries,

We



We have already started hearings on the tariff bill
drafted by the commdttee headed by Senator Quirine and
we hope %0 get% through with the work very soom., We would
bave preferred to aot on thie tariff leglelation during
the present sessiom, but such am lmportant measure requires
careful consideration and the Legislature has mot had the
nocessary time to study and consider the bill submitted by
the ocommittes,”

durphy.
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DEPARTMENT OF STATE
DEFICE OF THE BECRETTARY
WABHINGTON

November 9, 1934.

The Secretary of State encloses for the informa-
tion of the President a copy of the telegrams indicated

below.

Enclosuras:
¥o. 55, November 8, 4 p. ®., Ban Jose, from Sack.

Telegram from Minister Baker at Bangkok.






mar GRAY
BAN JOSE
Dated November 8, 1834
Rec'd T:10 pm
Secratary of 3tate
Washington

55, November B, 4 pm.

FOR THE INFORMATICH OF THE PRESICENT.

The overwhelming windisation accorded President
Roosevelt in Tuesdey's elsctions has prefoundly impreassd
and, insofar as I ocan ascertain, has delighted Costa
Rigans, I have been congratulated for tha President by
President Jiminez, the Frasident of ths Congress, and
many other prominent officials and diplomats.

' SACK
CIB MAM
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V' ASSISTANT SECRETARY OF STATE
r{'.}. WASHINGTON

A\ )\?}f/‘ November 24, 1934,

Dear ¥ao!

1 am sorry that apparently our wires were

crossed when we talked last night on the tele-
phone about Secretary Hull's memorandum which
I dictated to Mr, Kannee over the telephone
yesterday afternoon. I am afraid some of the
note got garbled in the transcription.

I am encloseing herewith a copy of the
memorandum., It is merely & very private and
confidential memorandum which Becretary Hull
wanted to go to the Preeldent so that the

B

President might have & full understanding of
the situation with regard to the Bragilian
Trade

The Honorable
Marvin H. McIntyre,
Assistant Secretary to the Presidenmt,
The White House.
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Trade Agreement, Because of the recent state-
ments of Mr, Peek, the Becretary felt out of
abundance of caution that he would like to keep
the President informed at every stage of the
proceedinge and would like to have the President's
authorization before he delivers the draft texts
to the Bragilian Ambassador,

In accordance with the authorization which
you gave from the President over the telephone
last night, we are handing the proposed draft
texts of the Bragillan Agreement to the Brazilian
Ambassador this morning, As I explained to you
over the telephone, these are rather lengthy
doouments and I need hardly add that neither the
Brazilian Ambassador nor anyone else will see
the private memorandum which I telephoned to

¥r. EKannee yesterday afternoon.

Ever aincey yours,




On October 30, 1834, a carefully prepared memorandus
we handed to the Braeilian Ambassador sett ing forth the
siggeations of the United Btetes ms to the basis for the
trade mgreement to be entered into between Bragil and the
United Btates. This memorandum had been the sub ject of
discuseion between the State Department and organizations
repremented by the Trade Agreements Committee on the one
hand and Mr. Oeorge ¥. Pesk on the other, Aes & result of
& disoussion between ¥r, Peek, Ur, Welles, and Mr, sayre,
fimal agreement wam reachsd as to this memorandum, The
President approved it and 1% wae sccordingly handed to the
Brazilian Ambassador,

The Brazilian Asbaseader now states that he believes
that his Government im favorably disposed toward going
forward mlong the lines indicated by this memorandum but
that before glving & definite reply he wishes to submit
to hie Government & definite text in order tn indloats
with precision what the United States Government has in
mind, The acceptance of the United States proposal will
mean the rejection of proposale now being made to Bragil

by



by the Qerman Government. The Erazilian Jovernment haas
therefore declined to make any commitments to the German
Government until & decislon is reached with respect to
the United States. A OJerman delegatiocn empowered to ne—
gotiate with the Brarilian Government left Aio when this
became kmown to them And will return to Rio in about ten
daye. The Brazilian Ambassador therefore saye that time
is of the essence and that the chanoces of the Bracillan
Government's Bcoepting the Ameriocan proposals will be very
greatly inoremaped if the American proposals can be put
before the Bragilian Oovernment at once,

The drafte hAve therafore been prepared of a proposed
trade agreemént between Brazil and the United Btates, in-
cluding a Yoint dedlaration of policy to be given out by
the two Oovernmente upon the eigning of the agresment, These
drafte have been prepared in accordaboe with the suggestions
contained in the memorandum handed to the Brarilian Azbas-
pador on Ootober 30th and approved by the President. These
draft texte have been worked out by the Interdepartmental
Trade Agreements Committees and have had the approval of
these Jommittees. At the meeting of the Executive Oommittee
on Oommercial Policy held this morning the fexts were ap—
proved and agreed to unanimously by all present except
¥r. Deorge N. Peek who voted against them all, Bince the

urgency
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urgenoy le great, the Beoretary of gtate would like to
present these drafte to the Brazillan Ambassador tomorrow
morning, ; '

Ae hes mlready been expleained to the President, the
principle embodied both in the trade and financial clauses
of the agreement is that of unconditiomal-most-favored-
mation treatment. The Bragilian Qovernment &nd curselves
pledge reciprocally in all matters dealt with in the agree-
ment that each shall accord to the other treatment no less
favorable than that given any other country. This means,
an far aa t.lm handling of forelgn exchange matters go, that
if Bragil should enter into an arrangement with any country
providing better exchange treatment than is now being
granted such improved treatment would have to be ascorded
to American trade, It leaves liberty of action to Bragil
and protects American trade againet amy form of inequality
or discrimination., The Brazilian Asbassador has informally
atated that his Government will be prepared to relingquish
all exchange control om future commercial transactions
upon the conolusieon of the proposed treaty and to take
etepe, within & pericd of some twelve monthe, to olear up
present bloocked exchanges provided normal American banking
facilities are cbtalmed, It will be our intentlon upen
the comclusion of the proposed trade agreement to request

the



-4~

the Bragilian Government to make similtansously & declara—
tion in thie sense,

Ae regarde the trade treatment, the Bragilisn Oovern—
mént would reduce various tariffs now applying to exporte
in the United States, Naturally we have eelected in our
requests for reduction those commodities that we are in &
position to supply to the Bragilian Government in ocompeti-
tion with the ocuteide world.

This general approach is the one prevalling in exlsting
treaties of the United States, It is aleoc based on the
view that the rule of equality of treatment and the com~
tinuation of & system affording full pessibilities for
triangular trade operations Are necesesary in order to main-
tain the position of American commerce in many countries
which now buy much more from us than we buy from them,
particularly the chief Eurcpean trading countries. The
conviction that this 18 the soundest gemeral approach to
the subject 1s sbAred by all the Departments represented
in the trade agreements work except that of the Bpecial
Adviser on Foreign Trade., The documents in the case wera
voted on favorably at this morning's meeting by the repre-
sentatives of the State, Qommerce, Treasury, and Agriculture
Departments, and by the Agricultural Adjustment Adminie—
tration, by the Tariff Oommieseion, and by the National

Recovery Administration. ty



November 28, 1934,

My dear Mr, President:
mmnmmdnmmm
I”rmﬂ'ﬁiﬂlmmulﬂ
Chago dispute. l-mﬂﬁmmﬁ-uﬂﬂ
mmmw-:mmntmtnu-
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“Jnmumm.
As you will resall, this Oovermment has upon
nl-hdunlhlilmulunﬂ!m-m;puu-

The President,
The Thite House.



MMHNMM. From 10239 un%il
1933 the United States, with other American republies,
m-m-mmnwnmuu
mmum&mnntumpu-
Mhthﬂ“hﬂﬂum“ﬁuh
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aent of the controversy, "hile the Leagus of Nations had
faken cognisanse of the dispute from 1ts ineeption, since
“mmmummm,-mum
-mu—uunumurmmm-
tiening, the Leagus supported the endesvors of this Oom-
wission and it was only upon the rejection of the forwula
, ToX settlement fimlly sdmitted by the Commission that
the League in the spring of 1933 adopted a more active
pelisy. In the autumn of 1933 a Gommission of the League,
tomposed largely of representatives of the European
powera, was dispatohed %0 South America with instructions
10 seak o bring about & cessation of hostilities and to
obtaln an agresment on the part of both belligerents to
submit the controversy to arbitration, During the course
of the Montevideo Oonference, as you will recall, the
moral suppert of the American republios repressnted in
the Oonferense, including that of the United States, was

offezed this peace agenoy., The efforts of the Leagus
Commission



Gommission, however, failed, inasmuch as none of the
reports oF recommendations whigh they formulated were
asoeptable %o the belligerents, Upon the failure of
this phase of League aotivity, the initiative in July
last was taken by the Argentine Govermment, whieh re-
quested and obtained ths aetive cooperation and support
of the United S%ates and Brasil in seeking %o bring
about an agreement Detween Pareguay and Bolivis upon
bases fornulated by Dr. Saavedra Lamas, the Argentine
Toreign Minister, which provided for a peageful adjudi-
eation of the dispute. In September last, owing to the
fagt that the League Assembly was due to meet and, under
the terms of the Oovenant, was obligated to take further
cognisance of the dispute owing %o the demand previously
fommlated by Bolivia, these negotiations were suspended
at the instigation of Argentina and with the soquies-
oenes of Paraguay and Bolivia,

The report now adopted by the Assembly provides
primarily for three separate stages in the proposed
solution of ths dispute:

(1) The emeation of a Weutral Bupervisory Commis-
sion to be composed of representatives of Argentina,
Ohile, Peru, UVruguay, (all members of the Leagus) and
of Brasil and the United States, neither ons of which
is & member of the League, should the latter two states

agree
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agres to participate., The duties of this Commission axe
%o supezvise and facllitate the oessation of hostilities
betwesn Bolivia and Paraguay, and to regulate the control
of & Semporary neutzal sons betwsen the military foroes
of the two gountries the widsh of which shall be fixed
by the Commission, The Commission is to assemble at
Buenos Aixes and %0 decide where ite headquarters shall
be. It is authorized to determine its own methods of
work and to make its own Fules of procedure; and its
decinions are to be by a majority vote of the members
present, The ghair is to be held by all members in rota-
tion and should the votes be equally divided, the chair-
5 man 48 %0 have a gasting vote. I% is stated that the
! ereation of the meutral zons is "s measure of & purely
military charaoter", and that 4% 4is not the intent "to
prejudice in any way the settlement of the territorial
or frontier questions involved im the present dispute”.
(3) There is to be constituted with its seat in
Genava an Advisory Ocmmittes composed of the represen
tatives of twenty-three states, including European and
f Asiatio powers as well as American states, whigh i
[ constituted "to follow the situation more especially as
regards the execution of the Assembly's recommendations

for the settlsment of the dispute and %o assist the
neabers




members of the Leagus $o conoert their aotion and their
attitude mmong themselves and vith non-member states,
mo¥e particularly as regards the most effective applioa-
tion, the modification, or withdrawal of the pwohibiting
of the supply of amme®, The Committee shall have power
%0 make any comsunioation, recommendation, or proposal
vhieh 1% considers desirable %o the members of the League,
the Assembly, or the Oouncil®] 1% is partioularly to

' "bear An mind the Asseubly's desire that the state of
breach of obligations (of the Covenant of the Leagus of
Bations) to settle disputes Dy peaceful means shall
prempily be brought to an end".

(3) The holding of a conferense of representatives
of Amsrican states to meet at Buenos Aires within one
month of the date of cessation of hostilities, for the
purpese of condueting negotiations looking %o the econ-
clusion of & treaty of peage. This conference would be
1imited %0 the American republies and would assemble
upen the invitatien of the President of the Argentine
Republioe. Its puzpose would be to find within a period
of not t0 exesed two months an agreement between Bolivia
mmmwmnmmmmm-tm
frontier between the two countries, and upon seourity
and soonomio olsuses, In the svent that this conference
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should mot susceed in attaining its objestive, the report
of the Leagus provides that the two belligerent Covern—
mente are bound %o eall upon the Permansnt Court of Im-
ternational Justiee %o give judgeent in aceordance with
provisions which they shall previously have agreed upon,

Nelther Bolivia nor Paraguay have as yet expressed
themselves with yegard to the repows,

Throughout the years that this controversy has ocon~
timued, and during the period when aotual warfare has
existed, the finding of a peageful settlement has re-
peatedly been hampered by disagreement bdetween the Amer-
tean medisting nations, The pressnt report of the League
provides the first occeasion upon which all of the Amer-
mm!-mmmmmmumml
have offielally agreed upon s forsal recommendation for
the settlement of the dispute, There has likewiss, as
mm.mm-:mmumumn—nm
Fepublies the suspicion that the United States might
attempt through i%s major influence %o dietate to the
mucmmm-mmmu-nn
the gontroversy. Because of the special ciroumstances
m:mmu-mmmmmmum
umu-tnmnmumumnmm
Hmﬁ.nﬂuutnmuhu.nﬂm

other
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other American republics in this peace effort which has
met with their offiocial approval, the blame for the pos-
sible failure of the Leagus efforts, or for the refusal
of Bolivia or Paraguay to agree $o the terms of the re-
port, would be placed definitely upon the United States
and that as a result thereof a very considerable amount
of resentment might be oreated against this Govermnment.
While it would unguestionably be desirable that all
inter-American disputes be adjusted by purely American
peace agengies, the time has not yet come when the neo-
essary machinery is funotioning, nor have the peacs
agencies oreated by common agreement between the Ameri-~
oan nations #¢ far asquired suffiolent prestige to prove
their usefulness at this junoture, On the other hand I
am, of oourse, olear that the United States should not
take part in any committes which is constituted %o sit
in Geneva and whioh is responsive solely to the neces-
sities and exigencies of the League organiszation.

For the reasons above expressed, and after very
full consideration of the important elemerts in this
situation, I believe that the wisest ocourse for this
Govermment %o follow would be to decline the invitation
to participate in the Advisory Committes of Geneva, but

%o indioate its willingness to take part in the confer-
ence
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onee %o be called by the President of Argentina, and in
the work of the Neutral Supervisory Commission, provided
the American representative on the latter Commission
shall be without power to vote or %o commit this Govern-
ment in any way without speoific instruetions to thas
effect.

1 am attaching herewith for your consideration the
text of the two invitations received from the Searetary
General of the Leagus of Nations and of the draft replies
which I Tecommend should be sent in reply thereto.

Throughous the sourse of the past months the Gov-
ermment of Brazil, which is, as I bave said above, like
ourselves, not a member of the League, has bDeen in close
and friendly consultation with this Covernment regarding
sll developments in the Chaoco dispute. Similar invita-
tions have been extended %0 Braszil, and before our offi-
oial replies are sent %o Geneva, I desire %o consuls
fully with the Government of Brasil in order that if
possible our replies may be of similar tenmor.

1 shall greatly appreciate your early decision as
to the polioy here recommended, inasmuch as if our offi-
eial reply %o Gensva is not sent in the near future
considerable misunderstanding of our position may ensus
and an opportunity say be afforded for misgonstruetion



Faithfully yours,

of the motive for our delay in replying to the invita~

tions of the League,




November 27, 1834,

Draft reply %o Leagus invitation %o
participate in Advisory Committes.

AMCONSUL
GENEVA (SWITZERLAWD).

Your 358, November 34, midmnight.

Please addresa the following reply to Avemol:

QUOTE My Govermment has direoted me to make the
following reply to your letter of November 34, 1034,
transmitting the inwitation of the Advisory Committee
appointed by the Aasembly of the Leagus of Nations in
agocordame with part siz of the report adopted on that
date by the Assembly conperning the dispute between
Bolivia and Paraguay.

My Govermment has given atientive consideration to
the duties and responsibilities of the Advisory Committee
as set out in the aforement ioned report. The Advisory
Committes, which has already met at Geneva, is composed
of representatives of twenty-three States, inoluding the
Btxtss mesbers of the Counocil of the League of Hatlions
as wall as other States. Ths Committes has been consti-
tuted "to follow the situation, more especially as

regards the exeocution of the Assesmbly's recommendations
forx
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for the settlement of the dispute and to assist the mem-
bers of the Leagus %0 coroert their action and their atti-
tude among themselves and with non-member States, more
partioularly as regards the most effeotive appliocation,
the modifiocatioa, or withdrawal of the prohibiting of

the supply of arms", as well as "to make any proposals

it may think dssirable”. The Oommititee "shall have power
to make any communication, recommendation or proposal
which 1% considers desirable to the members of the League,
the Assembly, or the Council. I% shall ocommunicate its
reports %o the Govermments of the States non-members of
the League whioch are cooperating im its work, as well as
to the members of the League. The Committee shall moTe
partioularly bear in mind the Assembly's desire that the
gtate of breach of obligations (of the Covenant of the
Leagus of Nations) to settle disputes by peaceful means
shall promptly be brought %o an end".

In view of these powers, duties, and responsibilities
of the Advisory Committee as above briefly reviewed, my
Government, inasmuch as it is not a member of the League
of Nations, does mot find 1t possible to collaborate in
the work of this Committee. However, in acocordanoe with
the polioy of my Govermment, which it has consistently
followed, and repeatedly announced, of furthering in

every
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every possible and pragtical maner, the pespeful settle-
mend of this dispute, my Government will be glad %o
instruct me %o maintain informal contaot with the members
of the Advisory Oommittee for purposes of information,

if this should be found agresabls by the Committes.
END QUOTE.
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November 27, 1934,

Draft to League invitation %o
participate Neutral Supervisory Commission.

ANCON3UL

Genmeva (Switzerland)

Your 354, November 24, 10 p.m,.

Please make reply to Avenmol as follows:

QUOTE I duly treansmitted to my Covernment the courteous
invitation of the Assembly of the League of Netions econveyed
in your letter of November 24, 1984, to cooperute in the work
of the lieutral Supervisory Commiseion set up under paragraph
twelve of part four of the repert adopted on that dete by the
Assembly econcerning the dispute between Solivia end Parsguay.
In reply I am diregted to express the appreciation of my Gov-
ernment for this invitation and to say that my Governmemt,
taking into comsideration that the Neutrel Supervisory Commission
will be composed of represeniatives of American Stutes meeting
on American soil for the specifiec purpose of supervising and
facilitating the execution of measures relating to the ecessation
of hostilities, which measures would have been previously agreed
to by both parties to the dispute, will be happy to cooperate
with the FNeutral Supervisory Commission by eppointing a member
of the Conmission, who would, however, participate im the labors
of the Commission without power to vote or to commit the United
States except under specifie instructions from the Covernment of
the United States.



My Government desires me to add s reference to pars=
graph thirteen of part four of the repert, which provides
for a conference of representatives of imerican States to
meet at Duenos Adres within one month from the date of the
ocessation of hostilities for the purposs of conduoting nee
gotiations looking to the eonelusion of a treaty of peace.
My Covernment has notéd that the report provides that the
Fresident of the Argentine Republie would be requested to
rfix the date of the conference and to invite, among other
American States, to participete therein the States represent-
od on the "Washington Committes of Neutrals,” of whish the
United States is one. I am directed to inform you that my
Oovermnment upon receipt of am invitation from the President
of the Argentine Republie to toke part in such conference will
be happy to assept. UNJUOTE
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Istanbul, Turkey
Oatober ia % 1?54;:

Fersonal and
G il

Dear Mr. Frosidenmt:

Almost the last remark you made to me
when I sew you in Washington one year ago, or
thersabouts, was to ask that I write you pri-
vately my impressions of the Gazi, Mustapha
Kemal. I have put off doing so from day to
day, knowing thet you hed meny more impertant
thinge to read, but as my esteemsd predeces-
sor hes now told me thet he intends writing an-
other book, one that ie to be in the Flutarch-
ian style, drawing a parallel between you and
the Gazi, it seems high time that I break my

silance.

The Frosident,
The White House,
Washington.




eilence. I can think of no one in a promin-
ent station in the whole world so little like
yourself as Mustapha Kemal, and if I were
writing the book instead of my friend Sherrill,
instead of drawing a parallel I should draw my
lines at right angles, as the only meeting
point is in the fact that both are presidents.

That is not to say that Mustapha Eemal is
not a remarkable man — anyone who runs a eon-
siderable country sucocessfully for eleven years,
and at the same time wastes his physical re-
sources as he does, is, in more ways than one,

a remarkable man, There are as many stories
afloat about him as there used to be about Fresi-
dent Coolidge, soms true, some apoeryphal — and
very few indesd Sunday school stories!

When the Shah of Fersia visited Ankara, on
two nights in succession, and after long days
spent in reviewing troops and what-not, the
Gazi went into poker games that lasted from mid-

night
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night until nine o'elock the next morning on
one occasion, and tem o'olock on another, and
the one man who emerged from these games fresh

and well disposed was our Fresident,

To illustrate his almost uncanny hold up-
on the people, who try to antioipate his light-
est wishes, let me mention that whem he came to
Istanbul this summer, he liked going with his
eronies to the Fark Hotel to watch the daneing
and the attractive girls. One evening, having
heard the muezzin in a near-by minaret ocall
the faithful to prayer, he made some not too
complimentary remarks about muezzins, minarets,
and prayer. That was all. The next time he ap-
peared at the Fark Hotel, which was within a few
days, the offending minaret had disappeared. His
worshippers had had it demolished. It was a

very nice minaret.

There is much honesty in his make-up. When
I oame out here everybody was reading the "Grey
Wolf™,
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Wolr", (a biography of the Gazi), and as its
eireulation was then prohibited we kept it
ocarefully out of sight. It gives the Gazi
oredit for many things, and it also tells of
his relations with women in the Plainest lan-
guage. It got to the Gazi that there was such
& book, and that its eirculation had been for-
bidden, so he procured a copy and had its con-
tents made known to him. Then he called in the
Proper people and said:

"Why have you excluded the book?"

"Because it is extremely soandalous, Ex-
cellency."

"Nonsense," said he, "Does it not say that
I am a great man?"

"Yes, Excellency."

"A great patriot?"

"fes, Excellenoy."

"A winner of battles?"

"Yes, Excellency."

"That I oreated the Turkish State?"

"Yes, Excellency."

"Well,
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"Well, where is the harm in letting the
people read all thatt"

"True, Exoellenoy, but there is much about
women, ™

"What of i1t? These things simply prove
that I possess all the qualities of a real Turk."

"True, Excellenoy."

"What I did, I 4id. The book tells the
truth, It gives me much oredit. Your prohibi-
tion is idiotio."

I like the following which indicates that
this singular, crude, brilliant at times, ruth-
less man possesses also a heart. A certain
politician who at one time had been close to
the Gazi died last winter when I was in Ankara,
It was said of him that he had told the Gazi a
g£ood many unpleasant truths, in consequence of
which their relations had become somewhat strain-
ed and they no longer saw each other. A seore-
tary at the presidenoy knew that this politician
had fallen desperately 111, but did not mention

the
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the matter to his ohief until the poor man was
actually dead. Mustepha Kemal inquired:

'Iﬁu knew that was very low?"

"fes, Excellency."”

"And you failed to tell mef?"

"fes, Excellency. I knew that your rela-
tions were not as good as they had been, and I
thought it best not to disturb Your Excellency."

"Fool., TYou should have told me at once
when you knew that he was about to die., That
man and I have been friends. Had I known that
he was going to die I should have gone to him
at once and I should have held out my hand and
have assured him of my affection. Now it is

too late."

The particular secretary referred to soon
left the presidency.

Nowadays the Gazi takes little exeroise,
no doubt drinks much more than is good for him,
and enjoye hearty feod. Probably one day he

will
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will pay the penalty of his indiscretions, but
today he oan work harder and longer than any
of his mescciates, and his appearance indicatas
an sxpellent state of health.

But all of the foregoing is by way of lead-
ing up to what coours to me as the great mchieve-
mant of this man who, born and bred under the
Sultans, a witness to the rise of dictatorshipa
in Europe, who might have said: "I em the State,
and after me the deluge,” yet who decided to
found a Republie. Unguestionably the Turkish
pecple, ignorant, poor, illiterats, are not to=-
day qualified to operate a demooratic state ao-
eording to our notioms; unquestionably today the
strong-arm governmsnt of Mustapha Kemal is the
kind of government that can keep order and get
things done; but the Gazi, as I try to read his
aonoeptions, ham looked out into the future when
he himself shall have passed on, and he has made
up his mind while he possesses power to 1lift up
his pesople, if it can be done, to such a point

that
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that 1t will be possible for them to take over
the liberal institutions whioh he has founded
and to continue the orderly administration

that he has organized. Therefore, today, every
act of government follows the constitutional
rule. Let us admit that these mots are practi-
cally dictated from the top; nmevertheless, the
mere carrying on of parlismentary proocedure,
the mere repetition of a variety of constitu-
tlonal practices, forges habite not easily shak-
en off, and in the long run may render possible
the full realization of the plan. At least so
it looks today. When we take into account the
cheap and 111 thought-out attacks on democracy
now rather popular in Europe (but less so sinece
the executions in Germany) is it not remarkable
that it remained for Turkey to say to the world:
"We heave lived under a dictatorship for a thou-
sand years, we know more about dioctatorships
than any country in the world. It was an asuto-
eratic system that brought ruin to Turkey. We
have now resolved to prepare ourselves to live
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as a republic as more likely to give us peace
end happiness than any other known system of
government."™ And they are making quite a suo-

cess of 1it.

I must apologize, Mr. President, for ven-
turing to take up your time, I am always, very
respeotfully and

Sincerely yours,
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THE SECRETARY OF STATE
WASHINGTOMN

November 28, 1934.

Dear Mr. President:

I think it would be well if you can find the time
to devote thirty or forty minutes to an examination of
the attached three memoranda on different phases of
commercial policy. The several departmente of the
Government, acting through thelr experts, are, accord-
ing to my understanding, in entire hammony with the ideas
expressed herein, with the sole exception of our goocd
friend Peek. The press, as I stated to you on the %ralnm,
is generally supporilng tnEe- same.

I trust you are thoroughly enjoying your vielt to
Warm Springs. I ehall send you a memorandum early in
the week offering a few suggestions for whatever they
may be worth.

Uy best regards,

S WYY | 8

The President,
Warm Springs, Georgla.

y\’d :
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A manifest goal of governmental policy must
necessarily be the achievement of full and stable pros-
perity. Pecple in most parts of the world will not
te satisfied with less, Buch a degree of prosperity
oan be brought sbout only by & restoration of the normal
volume of international trade. Tull experience with
the many narrow and short-sighted trade methods and
devices which have been introduced during the post—
war period, and especially during the depression, have
dsmonatrated that the limited scope of barter transaoc-
tions and purely quid pro quo bilatersl bargaining
methods of trade give im the main only temporary rellel.
They do not, therefore, have the effect or the tendency
%o bring sbout a general lowering of trade barriers
g0 as to permit & general and healthy inorense of trade,
They do not in most instanoces gontemplate the favored-
nation policy.

The wider and comprehsnsive trads poliey, the
initisl step in which im our present reciprooity program,
embodies the dootrine of equality of commercial and
industrial treatment, the selimination by agresment of
the more objectionable trade methods and practices, and
the gradual removal or reduction by nations, proceeding
simultaneously, of excessive trade barriers to the

fullest volums of mutually profitable trade between them,
Thie |
|



This renders it possible for the hard-headed
business man in every part of the world, without even
the knowledge of governments or government officials
anywhers, to enter into a vast range of trading trans-
aotions deemed mutually profitasble, and to carry them
out without unreasonable obstructione at international
boundaries, This constitutes an immense and valuable
portion of international trade.

The present commercial situation in the world
violatee the very essentiale of the program of liberal
commercial policy sbove defined, and thie in epite of
the faot that it is univereally agreed that nations
gust return to this broader commercial and economie
gourse before satisfactory business recovery can be
expected. The United Btates by contimuing to stand
for and to seek to keep alive the doctrine of equality
of treatment, in contrast with the present narrow and
disoriminatory practices and methods prevalent 1n a
large part of the world, can perform an incaloulable
servioce for iteself in world leadership and in the pro-
motion of worldwide recovery. Bhould the United Btates
now reverse its position, throw overboard a liberal
commercial policy, and join in the procession of nations
pursuing disoriminatory economic policies, the one
remaining ray of hope in the restoration of world




gommerce would be blotted cut. It is manifest that
the United Btates never faced & more cutstanding re-
sponsibility to furnish the world both a program that
is sound and leadership that is alert and aggressive
then at this oruclal etage while there is yet a chance
%o save and finally to restors a normal eccnomic situationm,

It 48 in these olroumstances that this Gow-
ernment 1s adhering steadfastly to the unconditional
most-favored-nation policy es nearly as possible. To
ghandon the dootrine of equality of com-ercial treat—
mant would be inconsistent with our persistent demand
that the German Oovernment oease violating that doctrine
and pay the debts of §2,000,000,000 due our nationzls,
in order to invoke preference to colleot only §20,000,000
due to our nationals from Bragil; would be %o sbandon
pur recent protests to many governments for cpen
violation of the same dootrine of equality of commercial
and industrial rights under sclemn treaty provisions by
proposing to give themselves trade pnﬂ:mﬁn; and in
brief to reverse our entire attitude of complaint %o
many ootuntries againet discriminations or unfair
practices to which our internatiomal financial and
commercial interests are being subjected.

Furthermore, should this Government sbandon
1ts present policy, 1t would have to dencunce its

preseant
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present thirty-odd unconditional most-favored-nation
treaties and agreements, and during the indefinite

future join the forces of economio short-sightedness

and disaster and march with them in the direotion of

lese trade, lees employment, lower living standards,
steadily inoreasing friction and strife between countries,

¥ikE Tesulting increases of armament rivalry, and more

unsatisfactory international relationships in every
eseential respect.

Those without adequate vision and without
real mmiuhmnnn of the full economic ploture, pro-
claim to the American people that today they are suf-
fering severely because they have delayed entering into
discriminatory and narrow trading arrangements and
devices such as are being pursued in Europe. It is
necessary to keep in mind the long-run objective of
commercial policy and not to destroy the large advantages
whioch now flow to us from most-favored-nation treatment
by embarking upon & policy of counter-disorimination.
That our present commercial policy ie not proving to
be & hindrance is shown by the fact that during the
gurrent year the increase in exports from the United
S8tates compares favorably with the exporte from Europe,
although it is true that our ourrency policy as compared

with the ocurrency policy of the gold bloc countries in

Lurope must be taken into account.
It




1t should be recognized that there 18 a grave
danger that quid pro quo pargaining and other narrow
methods of trading result in the reduction rather than
in the inoresse of the total volume of commerce between
nations, Under the increasingly ghaotic and confused
conditions mow prevailing, the policies and methods
which 1 have oriticized, incduding the praotice by each
t4rading country of raising tariff and other cbetructions
for bargaining purposes, fosters increase in rates rather
than reductions.

¥hy should not the United Btates in this
grave orisis proclaim and strongly maintain the broad
1iberal program of economic restoration which was adopted
at Montevideo, which has already enlisted the support
of many countries and awakened hope in others not yet
able to follow? Why ehould we not plead with other
nations to proceed simultaneouely with the United Btates
in support of tﬁ- gound and comprehensive program for
international businese Tecovery, which even they agree
sust be finally supported if thie great economic objeotive
18 to be attained? If and when other natiocns should
prove obdurate to this sane policy, there would then
be ample time for this Government to consider modifying
or abandoning any of the fundamentals of this broad

program of policiles, 0f course, in the present die-

1ocated economic situation the unconditional form of

the




the favored-nation doctrine will encounter difficulties
in 1te administration. It ie believed that any sub-
stitute policy will encounter still more difficulties,
as heretofore indicated.

Naturally, therefore, instances may arise
in which this Government will find it necessary to make
a modification here and there, preferably temporarily,
to the unconditional form of the favored-nation doo-
trine. The latter, however, should at all times be
kept alive and made the ultimate economic goal of all
trading nations,



The gquestion of the desirability of following & most-
favored-nation policy in our trade agreements program railses
fundamental issues., In shaping American commeroial policy
two possible courses are open. The one is to follow &
polioy based upon most-favored-nation treatment, & generali-
sation of rates and an effort to accord equality of treatment
and commercial privileges to all nations which do not disorimi-
mite against Ameriocan trade. The other is to adopt & polioy of
trading with individual natione privilege for privilege on a
bilateral bargaining basis, thus acocording frankly preferential
treatment to individual countries with consequent general
disorimination against others, At present there is & strong
trend in Furope in the direotion of the latter policy. Which
of the two the United States will find it more advantageous to
follow ultimately will depend upon future developmente which
at present no ome can foretell, The present determination of
polioy, however, must rest upon the effort to seoure the
maximm advantages to American commerce and industry in the
light of existing oonditions and future probabilities in so

far as they can now be gauged.
The
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The policy best oaloulated to achieve the ultimate
objectives which the United Btates seeks would seem that of
most-favored-nation treatment and generaliszation of com—
meroial treatment. Five ocutstanding rul.cnl mAy be suggested:

I. The rule of commercial equality and most-favored-
pation treatment is in general the rule of least distur-
bance in international trade and of eoonomic peace, The
contrary is the rule of disequilibrium and economic war. A
policy of preferences accorded to individual nations and of
consequent general discriminations is & polioy of irritations
and consequent economic conflict; amd economic conflict
intensifles the danger of armed oonfliot and therefore the
need of increased expenditures for armament.

II. The polioy of equality and generalized tariff con-
ocessions to all natione alike is the prevailing praoctioce
between the United States and most countries, the main ex-
ceptions being France, Oapada and Spain, To those mations to
which we are now according equality of tariff treatment, either
under most-favored-nation treaties or in aoctual practice, we
#ell a very subetantial part of our exports. A departure from
our present practice would involve & grave risk of retaliatory
aoction on their part. The danger is that by suoh & reversal of

policy
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polioy we would lose more in dollars and cents by reason
of such retaliatory aotion than we would gain.

III. The polioy of equality of treatment to all
is best caloulated to inorease the sadly shrunken trade
of the world, Natione today are suffering grievously from
reduced trade due to high trade barriers such as tariff
walls, quota restrictions, exchange comtrol, govermment
monopolies, and the like. Our objeotive should be to Tre-
duoce these trade barriers. A poliocy of general equality
of treatment would operate to widen the sphere of trade
more effectively than any other prineciple because the
trade of every country benefits from each reduction rather
than the trade of a single country. It is therefore this
policy that offers the greatest promise for & substantial
expansion of world trade, and of American trade.

IV. The poliocy of epecial preferential treatment
to some nations and disoriminations to others would tend
to stimulate other nations with whom we are about %o
negotiate to reduce quotas, raise tariffs, and ereot other
trade barriere in order to seoure increased bargaining
advantage 8s against the time of entering into trade ne-
gotiations with the United Btates; for when special privi-

leges are traded off bilaterally one against another
which
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