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HIGH LIGHTS OF THE MEMORIAL

1. For'settling difficulties in Eastern Asia, Japan Wit
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Furope and Asia; in order to conquer Europe and Asia Japan
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the above programme in ten years. :
§. Japan regrets that she has signed the Nine-Power

“ reaty which was intended by England and America to crush

wtmmm'm.-wmmmt Man-
churia and Mongolis are Chinese territory. This has grestly
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railways in Manchuria.
5. The South Manchurla Railway Co., act in Manchuria as
the Governor-General in Korea. In order to blind the eyes of
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demands, to secure priority for building railroads, Tight of
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guised as teachers and traders, sclentists, and Chinese citizens

to Mongolig to influence the Mongolian princes to. reyplt against
China,

8. Koreans should be utilized by Japap ps vanguard for
colonization of and as spearhead for penetration . Manchuria
and Mongolia. : i o

9. Taking adventage of the local disorder in: Fengtien,
Japan should manipulate the situatjon so that the Fengtien
Bank notes will depreciate to zero, apd the Yen will take to
o plags.. t a2 b

10. :wmmmwamumm
eakes, timber, coal, jron, fur, wool, and all other products of
Manchuria and l{ou_nlija and perfect control of transportation
#0 that Chinese influence would be wiped out, and Europe and
America, when in need of these suppligs, would be at the merey
of Japan. 8 gt T R, g







ovder to exploit these resources for the perpetuation of our
national glory, we ecreated especially the South Manchuria
Railway Company. The total investment involved in our un-
dertakings in railway, shipping, mining, forestry, steel
manufacture, agriculture, and cattle raising as schemes pretend-
ing to be mutually beneficial to China and Japan amounts to no
less than Yen 440,000,000. It is veritably the largest single
investment and the strongest organization of our country. Al
though nominally the enterprise is under the joint ownership
of the government and the people, in reality the government has
complete power and authority over it. In so far as the South
Manchuria Railway Company is empowered to undertake diplo-
matie, police, and ordinary administrative functions so that it
may carry out our imperialistic policies, the Company forms a
peculiar organization which has exactly the same powers as
the Governor-General of Korea. This fact alone is sufficient
to indicate the immense interests we have in Manchuria and
Mongolia. Consequently the policies of the suecessive adminis-
trations since Meiji towards this country are all based on his
injunction, elaborating and continuously completing the develop-
ment of the new continental empire in order to further the
advance of our national glory and prosperity for countless

generations to come,

Unfortunately, since the European War there have been
constant changes in diplomatic as well domestie affairs. The
authorities of the Three Eastern Provinces are also awakened
and gradually work toward reconstruction and industrial deve-
lopment following our example. Their progress is astonishing.
It has affected the spread of our influence in a most serious
way, and has put us to so many disadvantages that the dealings
with Manchuria and Mongolia of successive governments have

“resulted in failure. Futhermore, the restriction of the Nine

Power Treaty signed at the Washington Conference have re-
duced oar special rights and privileges in Manchuria and
Mongolia to such an extent that there is no freedom left for
these obstacles are removed, our national existence will be iz




secure and our national strength will not increase. Moreover,
the resources of wealth are congregated in North Manchuria,
If we do not have the right of way there, it is obvious that we
shall not be able to tap the riches of this country. Even the
resources of South Manchuria which we won by the Russo-
Japanese War will also be greatly restricted by the Nine Power
Treaty. The result is that while our people cannot migrate
into Manchuria as they please, the Chinese are flowing in as a
flood. Hordes of them move into the Three Eastern Provinces
every year, numbering in the neighbourhood of several millions,
They have jeopardized our acquired rights in Manchuria and
Mongolia to such an extent that our annual surplus population
of eight hundred thousand have no place to seek outlet. In
view of this we have to admit our failure in trying to effect a
balance between our population and food supply. If we do not
devise plans to check the influx of Chinese immigrants im-
mediately, in five years’ time the number of Chinese will exceed
6,000,000. Then we shall be confronted with greater difficulties
in Manchuria and Mongolia.

It will be recalled that when the Nine Power Treaty which
restricted our movements in Manchuria and Mongolia was
signed, public opinion was greatly arouséd. The late Em-
peror Taisho called a conference of Yamagata and other high
officers of the army and the navy to find a way to counteract
this new engagement. I was sent to Europe and America to
ascertain secretly the attitude of the important statesmen
toward it. They were all agreed that the Nine Power Treaty
was initiated by the United States. The other Powers which
signed it were willing to see our influence increase in Man-
churia and Mongolia in order that we may protect the interests
of international trade and investment: This attitude I found
out personally from the political leaders of England, Franca
and Ttaly. The sincerity of these expressions could be depend-
ed upon. Unfortunately just as we were ready to carry out our
policy and declare void the Nine Power Treaty. with the ap-
proval of those whom I met on my trip, the Seiyukai cabinet
suddenly fell and our policy failed of fruition. It was indeed










belongs to the country having food supply; industrial pros-
perity belongs to the country having food-supply; industrial
prosperity belongs to the country having raw materials; the
full growth of national strength belongs to the country having
extensive territory. If we pursue a positive policy to enlarge
our rights in Manchuria and China, all these prerequisites of a
powerful nation will constitute no problem. Furthermore, our
surplus population of 700,000 each year will also be taken care
of. If we want to inaugurate a new policy and secure the
permanent prosperity of our empire, a positive policy towards
Manchuria and Mongolia is the only way.

MANCHURIA AND MoNGoLIA—Nor CHINESE TERRITORY

Historically considered, Manchuria and Mongolia are
neither China's territory nor her spetial possessions. Dr. Yano
has made an extensive study of Chinese history and has come to
the positive conclusion that Manchuria and Mongolia never
were Chinese territory. This fact was announced to the world
on the authority of the Imperial University. The accuracy of
Dr. Yano's investigations is such that no scholars in China
have contested his statement. However, the most unfortunate
thing is that in our declaration of war with Russia, our govern-
ment openly recognized China’s sovereignty over these regions
hnd later again at the Washington conference when we signed

* the Nine Power Treaty. Because of these two miscaleulations

(on our part) m&wmmmmumm-
is established in diplomatic relations, but our interests are
seriously injured. In the past, although China speaks of the
Republic of five races, yet Thibet, Sinkiang, Mongolia and




eign rights are clearly in their hands. If we want to enter
these territories, we may regard them as the ruling power and
negotiate with them for rights and privileges, We shall be
afforded excellent opportunities and our national influence will
increase rapidly.

Positive Poricy 1N MANCHURIA

As to the rights in Manchuria, we should take forceful
steps on the basis of the Twenty-One Demands and secure the
following in order to safe-guard the enjoyment of the rights
which we have acquired so far:—

1. After the thirty-year commercial lease terminates, we
should be able to extend the term at our wish. Also
the right of leasing land for commercial, industrial and
agricultural purpose should be recognized.

2 Japanese subjects shall have the right to travel and
reside in the eastern part of Mongolia, and engage in
commercial and industrial activities. As to their move-
ments, China shall allow them freedom from Chinese
law. Furthermore, they must not be subject to illegal
taxation and un‘.llwful examination,

8. We must have the right of exploiting the nln-lun iron
and coal mines in Fengtien and Kirin, as well as the
right of timbering.

4 We should have priority for building railroads and
option for loans for such purposes in South !llm-.hurh
and Eastern Mongolia. i

5. The number of Japanese political, financial and military
advisers should be increased. Furthermore, we must
have priority in furnishing new advisers. 2

6. ﬁghtn!nhﬂmhrml‘alhmthxm
J,'ln China). .
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Chinese clothes in order to escape the attention of the Mukden
Government. Scattered in the territory of the Prince, they
may engage themselves in farming, herding or dealing in wool.
As to the other principalities, we can employ the same method
as in Tushiyeh. Everywhere we should station our retired
military officers to dominate in the Princes’ affaira. After a
large numbér of our people have moved into Outer and Innmer
Mongolia, we shall then buy lands at one-tenth of their worth
and begin to cultivate rice where feasible in order to relieve our
shortage of food-supply. Where the land is not switable for
rice cultivation, we should develop it for cattle raising and
horse breeding in order to replenish our military needs. The
mtoithhndmldh&awhﬁtothnmnufutumutunmd
goods which we may expert to Europe and America. The fur
and leather will also meet our needs. Once the opportunity
comes, Outer and Inner Mongolia will be ours outright. While
the sovereign rights are not clearly defined and while the Chi-
nese and the Soviet Governments are engaging their attentlon
elsewhere, it is our epportunity quietly to build our influence.
Once we have purchased most of the land there, there will be no
room for dispute as to whether Mongolia belongs to the Japan-
ese or the Mongolians. Aided by our military prowess, we shall
realize our positive poliey. Innrdat_tqurrgmt.thhphn.
we should appropriate Yen 1,000,000 from the “secret funds"
of the Army Department’s budget so that four hundred retir-1
Mdhnuhcdutuchulﬂﬂhimldﬁnmmheunt
into Outer and Inner Mongolia to mix with the people, to gain
thuoqnﬂdanuo!thaﬂounﬂwmiuu.huqniuimmm
rights for pasturage and mining and to lay the foundation of
our national interests for the next hundred years.

' ENCOURAGEMENT AND PROTECTION OF KORBAN IMMIGRATION

Mﬁumﬂmﬂm“hummlm
ummtwwmmnﬂmﬂmuu-

divine revelation to the suppressed peoples. The Koreans ave
20 exception. The spirit of unrest has permeated the whole



couniry. Both because of the freedom they enjoy in Manchuria
due to incompetent police system and because of the richness of

] less than 1,000,000 Koreans, The unlooked for development is

EOrve ac the spear-head of oyr cconomic penetration. This will

naturalized Japanese ip California and South America. They
are naturalized as Chinese only for temporary convenience.
When their numbers reach two million and a half or more, they
can be instigated to military activities whenever there is the
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is taking every precaution against thin eventuality. If we want
to make use of the Koreans to develop our new continental
«empire, our protection and regulati¢cns for them must be more
«carefully worked out. We should increase our police force in
North Manchuria under the terms of the Mitsuya Treaty so
that we may protect the Koreans and give them help in their
rapid advance. Furthermore, the Eastern Development Com-
pany (Totuku Kaisha) and the South Manchuria Railway
Company should follow then to give them financia' aid... They
should be given especially favourable terms so that through
them we may develop Manchuria and Mongolia and monopolize
the commercial rights. The influx of Koreans into these
territories is of such obvious importance both for economic and
military considerations that the Imperial Government cannot
afford not to give it encouragement. It will mean new opport-
unities for our empire. Since the effect of the Lansing-Ishii
. Agreement is lost after the Washington Conference, we can

only recover our interests through the favourable development
arising out of the presence of several millions of Koreans in
Manchuria. There is no ground in international relations for
raising any objection to this procedure.

RAILROADS AND Dmmuﬁr oF oUR NEW CoONTINENT

Transportation is the mother of national defence, the as-
surance of victory and the citadel of economic development.
China has only 7,200 to 7,800 miles of railroads, of which three
thousand miles are in Manchuria and Mongolia constituting two-
fifths of the whole. Considering the size of Manchuria and
Mongolia and the abundanee of natural products, there should
be at least five or six thousand milss more, It is a pity that
our railroads are mostly in south Manchuria, which cannot
‘reach the sources of wealth in th® northern parts. Moreover,
there are too many Chinese inhabitants in South Manchuria
to be wholesome for our military and economic plans. If we
wish to develop the natural resources and strengthem our
national defence, we must build railroads in Northern Mah-
churia. With the opening of these railros@s, we shall be able
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to send more people (Japanese) inta Northern Manchuria,
From this vantage ground We can manipulate political and
economic developments in South Manchuria, as well as streng-
then our national defence in the interest of peace and order of
the Far East, Furthermore, the South Manchuria Railway was
built mainly for cconomic purposes. It lacks encireling lines
necessary for military mobilization and transportation.® From
now on we must take military purposes as our object and build
circuit lines to ecircle the keart of Manchuria and Mongolia in
order that we may hamper China’s military, political and

penetration of Russian influence on the other. This is the key
to our continenta] policy.

There are two trunk lines in Manchuria and Mongolia.
These are the Chinese Eastern Railway and the South Man-
churia Railway. As regards the railroad built by Chinese, it
wiﬂduubﬂmbumwrrpnmfnllnﬂmhuhdbrthﬂ
financial resources of the Kirin Provincial Government. With
the combined resources of Fengtien and Heilungkiang Provinces,




south, For the bencfit of the Chinese themselves, there are
alse advantages for these lines to run in this direction. Con-
sequently our interest does nol necessarily confliet with the
Chinese. Now that Russia iz losing influence and is powerless
to advance in Manchuria and Mongolia, it is certain that the
Chinese must act according to our beckoning in the developmant
of railways in the future. Much to our surprize the Fengtien
Government recently built two railroads, one from Tahushan
to Tungliso and the other from Kirin to Halning both for
military purposes. Theose two railroads affect most seriously
our military plans in Manchuria and Mongolin as well as the
imterest of the South Manchuria REailway., We therefore pro-

tested strongly sgainst it. .

That these railways were built was due to the fact that our
official on the spot as well as the South Manchuria Railway
anthorities miscaleulated the ability of the Fengtien Gevern-
ment and paid no attention to it. Later when we did intervene
the railways were already completed. Besides, the Americans
have been anxious to make an investment in developing the
port of Hulutao through British capitalists. Taking advant-
wmge of this situstion, the Fengtien Government introduced
American and British capital in theso railwags.in order to hold
our interest at bay. For the time belng we have to wink at it
and wait for the epportune moment to deal with Chioa about
these two railroads.

oy

Recently, it is rumoured that the Fengtien Government s
‘planning to bofld a railroad from Tahushan to Harbin via
‘Tung Liao and Fu Yu, so that there may be a direct line
‘between Peking and Harbin without touching either the South
Manchuria Railway or the Chinese Enstern Railway What is
‘more astonishing is that another railway beginning at Mukden
passing through Hailung, Kirin, Wuchang terminating at Har-
bin is also under way. If this plan be realized, them these
two lines would encircles the South Manchuris Railway and
limit its sphere of activity to n small area. The result is that
our

' economic and political development of Manchuria and
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coming an accomplished fact and the Chinese Government
making especially Igy freight charges in order to compete with
the South Manchuria Railway, not only we but the Chinese
Eastern Railway will also sustain great losses. Japan and
Russia certainly would not allow China to carry out such ob-
structive measures, especially as the Chinese Eastern Railway

Iatunnmﬂhrmuindoﬁﬂthmnﬂtln raiiways
projected in Manchuria and Mongolia.

China contemplates:

1. Suolun-Taonan Railway,




west. For although the power of Soviet Russia is declining,
her ambition in Manchuria and Mongolia has not diminished
' for a minute. Every step she takes is intended to obstruct our
progress and to injure the South Manchuria Railway. We
must do our utmost to guard against her influence. We ghould
use the Fengtien Government as a wedge to check her southern
advance. By pretending to check the southern advance of
Soviet Russia as a first step, we could gradually force our way
into North Manchuria and exploit the natural resources there.
We shall then be able to prevent the spread of Chinese in-
fluence on the south and arrest the advance of Soviet Russia
on the north. In our struggle against the political and econ-
emic influence of Soviet Russia, we should drive China before
us and direct the events from behind. Meanwhile, we should
still secretly befriend Russia in order to hamper the growth of
Chinese influence. It was largely with this purpose in view,
that Baron Goto of Kato's eabinet invited Joffe to our country
and advoeated the resumption of doplimatic relations with
Russia.

Although we have an agreement with the Chinese Eastern
Railway eoncerning transportation rates, according to which
46% go to the Chinese Eastern Railway and 559 to us, yet
the Chinese Eastern Railway still grants preferential rates
detrimental to the interest of the South Manchuria Railway.
Moreover, according to a secret declaration of Soviet Russia,
although they have no territorial ambition they cannot help
keeping a hand in the Chinese Eastern Railway on account of
the fact that north of the Chinese and Russian boundary the
severe cold makes a railway useless. Furthermore, as Viadi-
vostok is their only sea-port in the Far East, they cannot
give up the Chinese Eastern Railway without losing also their
foothold on the Pacific. This makes us feel the more uneasy,

On the other hand, the South Manchuria Railway is not

adequate for our purpose. Considering our present needs and
future activities, we must control railways in both North and
South Manchuria, especially in view of the fact that the re-

e e
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sources of North Manchuria and Eastern Mongolia will furnish
no room for expansion and material gains, In South Manchuria
the Chinese ig inereasing at such & rate that it will sorely
damage our interests politieally and economically. Under such

necessary step

“Egrandisement, Uﬂﬂlﬂﬂlhﬂdumuthlhpnnpwrlhip
unhnnumuthﬂﬂhc."ﬂtlhwumdmmdfmu
mmmwhmmmmm:wwui&u#-
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hthrthllmimhufuunq.u. When Soviet Russia
inhmmm .u%mmmthmmﬁ' rtunity for open
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two catt'cs of wool per head per year, the sheep in Mongolia
can yield six eatties. The South Manchuria Railway has made
many experiments, all of which confirm this fact. Besides, the
wool is many times better than that of Australia. Its low cost
and high quality eombined with its abundance in gquantity make
Mongolia a potential source of great wealth. When this in-
dustry is enhanced by the facilities of railway development,
the total production will increase at least ten-fold. We have
withheld this knowledge from the rest of the world, lest Eng-
land and America compete with us for it Therefore, we must
first of all control the transportation and then develop the wool
industry. By the time the other countries know about it, it
would be already too late to do anything. With this railroad
in our hands, we can develop the wool industry not only for our
own use, but also for exporting to Europe and America. Fur-
thermore, we can realize our desire of joining hands with Mon-
golia, This railway is a matter of life and death to our policy
in Mongolia. 'ﬁ!’i}_haut it, Japan can have no part in Mongolia's

development.

2. Suolun-Taonan Railway. This line is 136 miles long
and will cost Yen 10,000,000. Looking into the future of Japan,
a war with Russia over the plains of North Manchuria is
inevitable. From a military standpoint, this line will not
anly enable us to threaten Russia's rear but also to curtail its
re-inforcements for North Manchuria. From an economic
standpoint, this road will place the wealth of the Tao Er Ho
Valley within our reach, thereby strengthening the South Man-
churia Railway The princes nearby who are friendly to us can
also use this road to extend our influence in order to open up
their respective territories. Our hope of working hand in hand
with the Mongolian princes, of acquiring land, mines and pas-
turage, and of developing trade with the natives as preliminary
steps for later penetration, all depends upon this railway.
Together with Tungliso-Jehol Railway, they will form two
supplementary routes into Mongolia. When the industries are
iu,lljydﬂtlw we shall extend our interests into Outer Mong-
olis. But the danger of this line is that it might provide facili-
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cles for Chinese migration into a new region and spoll our own
policy. Look at our experience with the South Manchuria
Railway. Hasn't that served the interest of China®? The
redeeming feature, however, is the fact that the land and mines
along this railway are in the possession_of Mongolian princes,
If we can gain possession of them first, we need have no worries
about Chinese migratior Moreover, we can make the princes
pass laws discriminating against Chinese immigrants. When
life there is made miserable for the Chinese, they naturally will
leave for places afar. There are other methods to bar the Chin-
ese. Only if we try hard enough, no Chinese foot-prints will be
found on Mongolian territory,

line runs from Changehun to Fuyu and Talai, the section be-
tween Changchun and Taonan is about 131 miles and coste ap-
proximately Yen 11,000,000. This line is immensely important
from an economic standpoint, for the wealth of Manchuria and
an easy access to North Manchuria on the one hand, and pre-
judice the Chinese Eastern Railway to the benefit of the South
Manchuria Railway on the other, It runs through the upper
valley of the Sungari River where the soil is fertile and agri-
cultural products abound. Further, in the vicinity of Talai
there is the Yuehliang Falls which could be harnessed for
electric power.” That this section of the railway will be a pro-
sperous center for industry and agriculture, is beyond doubt.
After the completion of this line, we shall be able to make Talai
& base and advance on Siberia through three directions; namely,
by ways of Taonan, Anshan and Tsitsihar The wealth of
North Manchuria will then come to our hands. This will alsc
be the first line of advance to Heilungkiang. It will further
form a circuit with the railway between Changchun and Tao
nan, which will serve well for military purposes when wc
penetrate into Mongolia. Along this whole line the populatior
is sparse and the land is rich and extensive. No fertiliser wil!
be required on the farms for fifty years, A possession of thi:
mﬂummmummmqnm
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Manchuria and Mongolia. In this reglon there is room for
at least 30 million people more. When the Tunhua Railway is
completed and joins up with the line running to Hueining in i
Xorea, thr products will be brought to the door of Osaka and [
fokyo by a direct route. In time of war our troops could
be despatched to North Manchuria and Mongolia via the Japan
@pa without a stop, forestalling all possibilities of Chineze forcea
entering North Manchuria. Nor could American or Russian
submarines enter the Korean Strait. The moment the railways
between Kirin and Hueining and between Changchun and Talai
are completed, we shall become self-sufficient in food-stuff and
raw materials, We shall have no worries in the event of war
with any country. Then, in our negotiations about Manchuria '
and Mongolia, China will be cowed to submission and yield to ‘ |
our wishes. If we want to end the political existence of Man-
churia and Mongolia according to the third step of Meiji's plan,
the completion of these two railways is the only way. The
Changchun-Talai Railway will greatly enhance the value of
the South Manchuria Railway, besides developing into a pro- N
fitable line itself. It is an undertaking of supreme importance I
in our penetration into this territory. .

4. Kirin-Hueining Line. While the Kirin-Tunhua Line
is already completed, the Tunhua-Hueining Line is yet to be i
built. The narrow gauge of 2 #t. 8 inches of the tracks from
Hueining to Laotoukow is inadequate for the economic develop- |
ment of the New Continent. Allowing Yen 8,000,000 for
widening the tracks in this section and Yen 10,000,000 for
completing the section between Laotoukow and Tunhua, the
whole undertaking will cost approximately Yen 20,000,000, r
When this is done, our continental policy will have :umedgi!. \
Hitherto, people going to Furope have to pass through either
Dairen or Vladivostok. Now they can go on the trunk line
directly from Chingehinkang via the giberian Railway ¢ When :
we are in control of this great system of transportation, we
need make no secret of our designs on Manchuria and
mem:hthm;d step of Meiji's plans. The
" Ypmato Race ls then embarked on the journey of world
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conquest! According to the last will of Meiji, our first
step was to conguer Formosa and the second step to Annex
Korea. Having completed both of these, the third step is yeot
to be taken and that is the conquest of Manchuria, Mongolia
and China. When this is done, the rest of Asla including the
South Sea [slands will be at our feet. That these injunctions
have not been carried out even now, is a crime of your humble
servants,

In history -the people living in Kirin, Fengtien and part
nf Heilungkiang, are called Sushan, They are now scattered
along the sea coast and in the basins of the Amur and Tumen
Rivers, They were known as Kulai, Sushan, Hueibei, Palou,
Wotsu, Fuyu, Kitan Pohai and Nuchen at different stages of
history, They were of a mixed race. The forefathers of the
Manchurian dynasty also began in this viciniey. They gained
control of Kirin, first, and then firmly established themselves
in China for 300 years. If we want to put into effect our
Continental Policy, we have to note this historical fact and
proceed to establish ourselves in this region first also. Hence
the necessity of the Kirin-Hueining Railway.

Whether the terminus of Kirin-Hueining Line be at Ching-
chin or Lochin or even Hsiungchi, we are free to decide accord-
ing to circumstances. From the standpoint of national defence
at present, Lochin seems the ideal harbour and terminus.
Eventually it will be the best harbour in the world, On the
one hand it will ruin Vladivostok, and on the other it will be
the center of the wealth of Manchuria and Mongolia. More-
over, Dairen is as yet not our own territory while Manchuria
is yet not a part of our empire, it is difficult to develop Dairen.
That being the case, we shall be in a precarious situation in time
of war. The enemy could blockade the Tsushima and Senchima
Straits, and we shall be cut off from the supplies of Manchuria
and Mongolia. ot having the resources there at our eommand
we shall be vanquished, especially as England and the United
States have worked hand in hapd to limis our action in every

 possible direction. For the wne of self-preservation apd of




giving warning to China and the ‘rest of the world, we must
fight America some time., The American Asiatic Squadron
stationed in the Philippines is but within a stone's throw from
Tsushima and Senchima. If they send submarines to these
quarters, our supply of food-stuff and raw materials from
Manchuria and Mongolia will he cut off entirely But if the
Kirin-Hueining Railway is completed, we shall have a large cir-
cuit line through all Manchuria and Korea, and a small cir-
cuit line through North Manchuria. ‘e shall have access in all

direction gaining freedom for the transportation of soldiers -

and supplies alike. When our supplies are transported through
this line to our ports at Tsuruga and Niigata, enemy submar-
ines will have no way of getting into the Japanese and Korean
straits. We are then entirely free from interference. This is
what is meant by making the Japanese Sea the center of our
national defence. Having secured the free transportation of
food and raw materials, we shall have nothing to fear either
from the American navy because of its size, or the Chinese or
Russian army because of their number. Incidentally, we ehall
be in & position to suppress the Koreans. Let me reiterate the
fact that if we want to carry out the New Continental Policy,
we must build this line. Manchuria and Mongolia are the
undeveloped countries in the East. Over this territory we shall
have to o war with Soviet Russia sooner or later. The battle

ground will be Xirin. Y

When we carry out the third step of Meiji's plans with
regard to China, we shall have to do the following things:—

1. Mobilise the army divisions in Fukuoka and Hiroshima,

lndm@-mmanﬂhﬂmhmkm This .

will prevent the northern advance of Chinese soldiers.
.'l,mﬁmﬂﬂmm*ﬂwmxnmhsm
\ to Chingchin, and thence to North Manchuria via the
Kirin Hueining Line. . ¥
" g, Send the army in Kwantung through Niigata to Ching-
* ™ chin or Lochin, and thence by Kirin-Hueining Line to
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4. Send the army divisions in Hokkaido and Sendaj to
embark the ship at Aomori and Hakodato, and gail
for Viadivostok and thence, via the Siberian Railway,
to Harbin. Then they ean descend on Fengtien, seize
Mongolia and prevent Russian forces from coming
South.

. 5. Finally these divisions in all directions will meet and
form themselves in two large armies. On the south,
they will keep Shanhaikuan and close it against the
northern advance of Chinese forces: on the north, they
will defend Tsitsihar against the southern advance of
the Russians. In this way we shall have all the re-
sources of Manchuria and Mongolia at our command.
Even if the war should be prolonged for ten years, we
need have no fear for the lack of supplies.

Let us now analyze once more the Kirin-Hueining Railway
from the standpoint of its access from our ports.

First, with Chingchin as starting point:

1. To Vladivostok ........ sveens.180 miles
2. To Teuruga ....... snssnnsass 870 miles
O 50 Al S L e «ss. 0600 miles
4. To Nnagasaki ...... ey ++++.660 miles
" 6. To Fusan ....... tevsssnssses 000 miles

Second, take Tinrunl as the port of entry and compare it
with Dairen. In this case we should consider it from the point
of view of Osaka an industrial center.

1. From Changchun to Osaka via Lochin, the distance
is 406 miles by land and 4756 miles by sea. In point
time the route will take 51 hours, 9

Changehun to Osaka vie Dairen and Kobe, the
nce is 635 miles by land and 870 railes by sea. If
of time it takes 92 hours. [‘
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I{ Teuruga instead of Dairen is made the e‘unmﬁn:
link, there is a saving of 41 hours. Calculated at the rate
of 80 miles an hour on land and 12 miles an hour by sea,
we can use fast boats and trains and cut the time 4n half,

Manchuria and Mongolia are the Belgium of the Far East.
In the Great War, Belgiom was the battlefield, In our wars
with Russia and the United States, we must also make
Manchuria and Mongolia suffer the ravages As it is evident
that we have to violate the neutrality of these territories, we
cannot help building the Kirin-Hueining and Changchun-Talai
Railways in order that we may be militarily prepared. In time
of war we can easily increase our forces and in time of peace
we can migrate thousands upon thousands of people into this
region and work on the rice fields. This line offers the key to
economic development as well as to military conquests.

In undertaking the Kirin-Hueining Railway, it is necessary
to take advantage of the dry season and finish it at one stretch.
The mountains it must go through are all granite. The tunnel-

ing would need modern and up-to-date machines. As to the

sleepers and ballast required, there is an abundance all along
the line. Limestone and clay for making tiles and brick
ave also to be had for the tlltlnz.‘ﬂnljr rails, cars and
locomotives have to be brought in. The cost of construction
could therefore be reduced st least thirty per ceat and the time

required forty per cent,

Now, let us look Into the economic Interests along this line.

According to the careful {nvestigations of our Geners) Staff and
ilway, the total reserve of timber is

the South Manchuria Ra
200,000,000 ton: If one million ton is fallen and imported to
sur country each year, it will last two hundred years. This

will stop the import of American timber which has been costing
us Yen 80,000,000 to Yen 100,000,000 a year. Although our
information is reliable we cannot make it known to the world,
for i China or Russia learns that we get so much timber from
Ameries, they would try W {nterfers with the canstruction of

[
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this line. Or else, the United States may buy from the Feng-
tien Government all the timber rights on the one hang to protect
their own trade with us; on the other, to control the mmupuir
and incidentally kill our paper industry.

Kirin was known as the “ocean of trees” even in the days
of Emperor Chien-Lung. Added to the original forests are the
growths in the intervening years since that time, Imagine the
vastness of the resources! To transport this timber from Kirin
to Osaka via Changchun and Dairen, there is a distance of 1,385
miles, " For every cubic foot, we have to spend 84 cents.
Because of this high cost of transportation, we cannot compete
with the United States. If the Kirin-Hueining Lime is com-
pleted, the distance is reduced to about 700 miles. We can then
ship timber to Osaka at the low rate of 13 cents per cubic foot.
We can certainly defeat the timber importation from the
United States then. Supposing we calculate the profit at Yen
5.00 per ton timber and supposing there are two billion tons
of timber, the construction of the railway will bring to us the

_easy profit of 10 billion yen. We will bar the import of Am-
_erican timber into our country. Furthermore, the industry of
paper manufacture furiture making, and wooden wares which
the cheap timber makes possible will add 20 milion m ‘more
to our country’s annual income.

There is also the Hsinchin coal mine, which has a reserve
of 600,000,000 tons of coal. The quality of this coal is superior
to that of Fushun coal, easy to excavate and suitable for the
extraction of petroleum, agricultural fertilizers and other
chemical by-products which we may both use at home and sell
fncﬁhl. There are numerous other advantages which will

come to us from the building of the Kirin-Hueining Railway.
It' is all gain without labour. The coal will supplement the
Fushun collieries” With both coal mines in our control, we
hold the key to the industries of all China. Speaking of the
Hduhheul,mmumpaproﬁtﬂ?mtuﬁmmm
when it is shipped to Japan. With additional chemical by
mmmuu-pnpmﬂtotfm 16,00 from each ton of

- H -




!
*é
i
b
:
¥

coal. Taking an average profit of Yen 15.00 a ton, the total
profit will amount to 200 billion yen. All this comes as a
by-product from the operation of the Kirin-Hueining Railway.
There are, besides, the gold mines along to Mutan River. The
acquired rights of the South Manchuria Railway in the. gold
mines of Chiapikou in the province of Kirin and the timber
in its neighbourhood will all be within reach of exploitation once

AHemthe Kirin-Hueining lies is in operation.

In the wicinity of Tunhua the agricaltural products, such
as oats, wheat, millet and kaoliang, yield an annual output of
.gver a million catties. There are twenty distilleries of wines,
‘thirty oil mills yielding an annual output of about 600,000 catties
of oil and 600,000 of bean cakes, besides many places for moking
vermicelli. All these will depend upon the new railway, The
trade along this road may be estimated at 4 million yen a year.
The transportatien charges of farm products alone will not
only defray the running expenses, put also yield a net profit of
Yen 200,000 a year. Including the profit from timber, coal and
its by-products transported by the railway, we can safely count
on a profit of Yen 8,000,000 a year. Besides, there are indirect
‘benefits such as the strengthening of the South Manchuria Rail-
‘way, the acquisition of rights over forests, mines and trade as
well as the migration of large numbers of our people into
North Manchuria. Above all, is the shortening of distance
‘between Japan and the resources of wealth in North Manchuria.
It only takes three hours from Chingehin to Hueining, three
‘hours from Hueining to Sanfeng and three hours more from
Tumen river to Lungchingtsun. In 60 hours we can reach
the wealth of North Manchuria. Hence the Kirin-Hueining
Railroad alone can enable us to tap the immense wealth of

North Manchuria. :

4. Hunchun-Hailin Railway. This is 178 miles long and
costs Yen. 24,000,000, All along this line are thick forests. In
order to strengthen the Kirin-Hueining Railway and to exploit
-the forests and mines ir North Manchuria, this line is needed.
‘In order to transfer the prosperity of Viadivostok to Hueining,
“this line is w=lso urgently needed. The greatest hope for
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prosperity, however, is the fact that south of Naining and north
of Tunhua there is Lake Chungpo which can be used to generate-
electric power. With this electric power, we shall have control
over the agricultural and industrial undertakings of the whole
of Muanchuria and Mongolia. No amount of China's agitation
can matter in the least to our industrial developments, Accord-
ing to the investigations of the South Manchuria Railway, the-
water power in the lake can generate at least 800,000 horse-
power. With such an enormous quantity of electric power, the _;
industrial conquest of Manchuria and Mongolia can be easily
accomplished. In the neighborhood of this immense power
plant, there will be phenomenal growth of wealth. We must
build this railway quickly, in order to provide facilities for
transportation. Lake Hsingkai, which is owned jeintly b
China and Russia, ean also be developed for the generation o
electricity. In order that these two countries may net eom
bine to frustrate our plans, we should introduce a resolution in
the International Conference of Electrical Engineering to be-
held in Tokyo this year, to the effect that in the same area of
; electricity supply there should not be two power plants. Be-
: gides, in the vieinity of Niigata and Hailin, the Oju Paper Mill
has aequired extensive rights of lumbering. They need the
i immediate establishment of the power plant at Lake Chingpo.
! and the early .completion of the Hunchun-Hailin Railway in
J order to bring to the factory at home the raw materials growing

wild in Mongolia.

| Moreover, the reason that the Fengtien-Kirin-Wuchang
Railway and the Kirin and Fengtien authorities intend to build"
the Wuchang Railway and the Kirin-Mukden Railway, with
Hulutao or Tientsin as sea-port, is that they want to recover to-
themselves the wealth of North Manchuria. By building the-
Hunchun-Hailin Railway we shall not only strengthen the Kirin-
Hueining Railway, but also defeat the Chinese scheme and draw-
the weath of Manchuria to Chingchin harbour. The tran-
sportation charges will be two-thirds less compared with the-
Chinese line and one-third less compared with the Siberian line.
They cannot compete with us, Our victory is a foregone con--

clusion.




The total trade in Manchuria is seven or eight billion yen
a year, all of which is in our hands. The business we do in
wool, cotton, soybeans, bean cakes, and iron, forms one-twentieth
of the total volume of world trade. And it is steadily increasing.
But the Namihaya Machi at Dairen (the wealthiest strget in the
city) is still in Chinese possession. The sad story goes further.
0il is a basic industry in Manchuria. We control only 6 percent
of it. Of the 38 oil mills in Yingkow, there is not one Japanese;
of the 20 oil miles in Antung there is only one Japanese and of
the 82 or 83 oil wills in Dairen there are only seven owned by
Japanese. This is by no means an optimistic outlook for us.
In order to recover the lost ground, we must first of all develop
transportation. Then, by securing a monopoly on both finished
products and raw materials, we shall be able to gain the upper-
hand eventually, Furthermore, we ought to assist our people
in oil business by extending to them financial credit, so that the
oil industry of the Chinese will be forced out of the market.
There are many Chinese on Kawaguchi Machi in Osaka who are
dealers of our manufactured goods in Mongolia and Manchuria.
They are strong competitors of our own business men in China.
Our people ame greatly handicapped because of their high
standard of living which compels them to figure at a higher
percentage of profit. On the other hand, the Chinese also have
their dmdmum'?' The goods that they get are of an inferior
quality, but the price that they pay is at least 10 percent higher
than what our own people pay. Basides, they are also obliged
to pay Yen 2.70 more than our people for every ton of goods
transported, and yet they can undersell our merchants in
Manchuria It clearly shows the inability of our own people.
When one thinks of it, it is really pathetic. The Chinese is.
single-handed, receiving no ‘assistance from the government.
But the Japanese in Manchuria has every protection from the
government and long term credit as a low rate of interest. Stilr
there are innumerable cases of failures, Hereafter, we should
organize a cooperative exporting house to China The steam-
ship lines and the South Manchuria Railway should give it
special discounts, and the government in Kwangtung should
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extend to it finaneial credit at a very low rate of interest. Then
we can hope to beat the Chinese merchants and recover our
trade rights, so that we may develop the special products of
Manchuria and send them to all parts of the world.

The first step in gaining financial and commercial econtrol
of Manchuria and Mongolia lies in the monopoly sale of their
products. We must have the rights of monopoly for the sale
of Manchurien and Mongolian products before we can carry
out our eontinental policy and prevent the Invasion of American
capital as wall as the influence of the Chinese traders.

Althoug: the products of Manchuria and Mongolia may go
through any of the three ports, Dairen, Yingkow and Antung,
nevertheless Dairen holds the key to the situation. Every year
7200 ships pass through this port with a total tonnage of
11,665,000 tons. This represents 70 percent of the total trade
of Manchuria and Mongolia. Fifteen navigation rovtes radiate
out from it with definite sailing schedule. Most of it is costal
sailing. We have in our grasp the entire transportation system
of Manchuria and Mongolia. The monopoly sale 8f Manchuria’s
special’ products will eventually come inte our hands. When
that come true, we can develop our oceanie transportation in
order to defeat both Yingkow and Antung. Then the large
quantities of beans which the central and southern parts of
China consume, will depend upon us entirely. Moreover, the
Chinese are an oil eating people. In time of war, we can cut
off their oil-supply and the life of the whole country will become
miserable. Bean-cakes are important as fertilizers for the cul-
tivation of rice. If we have control of the source of supply as
well as the means of transportation, we shall be able to increase
our production of rice by means of a cheap supply of bean-
cakes and the fertilizers manufactured as a by-product at the
Fushun coal mines. In this way, we ghall have the agricultural
work of all China dependent upon us. In case of war, we can
put an embargo on bean-cakes as well as the mineral fertilizers
and forbid their exportation to Central and South China.; Then
China's production of food-stuff will be greatly reduced. This
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is one way of building up our continental empire which we must
not overlook. We should remember that Europe and Ameriea
also need large quantities of beans and bean-cakes. When we
have monopoly of the supplies and full control of transportation,
both on land and sea, the countries which have need of the
special products of Manchuria and Mongolia, will have to seek
our good-will. In erder to gain trade monopoly in Manchuria
and Mongolia, we must have eontrol of the complete transpurta-
tion system. Only then can we have the Chinese merchants
under our thumb.

However, the Chinese are adepts in learning our tricks and
beating us at our own game. We have yet found no way by
which we ean compete successfully with them in oil-making and
gail-boat transportation. After building up the new system of
transportation, our policy should be two-fold. On the one hand,
wreck the sail-boat trade by means of heavy investment in our
own system, On the other hand, encourage our men to learn
all they can from the Chinese about sail-boat business. Another
thing we should be careful about is teaching the Chinese our
industrial methods. In the past we have established factories
in Manchuria and Mongolia, and carried on industries near the
source of raw materials, This gave to the Chinese the opport-
unity of learning our secrets and establishing competitive
factories of their own. Hereafter, we should ship the raw
materials back home and do the manufacturing there, and then
ship the finished products for sale in China and other countries.
In this way we shall gain in three ways: (1) provide work for

our unemployed at home, (2) prevent the influx of Chinese into-—

Manchuria and Mongolia, and (3) make it impoasible for the
Ghinese to imitate our new industrial methods, Then iron of
Penhsihu and Anshan and the coal of Fushun should also be
sent home to be turned into finished produc..

For all these considerations, the development of ocean trans
portation becomes the more necessary. The Dairen Kisen
Kaisha Company should be enlarged, and our government should
mdhhhuulthwhhrutthﬁuhm South Manchuria
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Railway Company. By next year, we should complete 50,000
tons of mew ships for oceanic transportation. That will be
suflicient to dominate over the traffic of the East. For on the
hand, we have the South Manchuria Railway for land trans-
portation; on the other hand, we control the large quantities of
products in Manchuria and Mongolia waiting to be transported.
The success of this enlarged activities in oreanic transportation
with Dairen as centre is assured by the iron laws of economics.

GOLD STANDARD CURRENCY NECESSARY

Although Manchuria and Mongolia are within our field of
activities, yet the legal tender there is still silver. It often
conflicts with our gold basis and works to our disadvantage.
That our people have failed to prosper as they should in these
places, is due to the existence of silver monetary system there.
The Chinese have persistently upheld the silver basis, and
therefore have made it impossible for us firmly to establish our
colonization plans on a firm economic foundation. We have
suffered from it the following disadvantages:

1. The money that we bring into Manchuria is of gold
standard. When we use it either for daily livelihood or for
industry and trade, it has to be exchanged into Chinese silver
dollars. The fluctation of exchange is not infrequently as much
a8 20 percent, resulting in serious loss to our people. Specula-
tion becomes a regular business and investi .money becomes a
matter of gambling. When one plans an t of two

~ hundred thousand yen, one may suddenly find that his capital

has been reduced to one hundred fifty or one hundred sixty
thousand dollars due to fhe drop in exchange. The creditor
would then have to call in tha laan and business failures have
often resulted. )

2. The Chinese businesemen use silver money throughout
and are free from the effects of exchange fluctuations. There-
fore their “junk” trade is prosperous. Although they have ne
whﬁ&ehewhdnufuhmnnlmdnldudlﬂvu.thw
always gain in the transaction. They have a natural gift for
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it, we suffer the more. And we lose in spite of our control of
transtation and special backing of banking houses. Because of
the handicap of monetary system, people in Central and South
China always buy beans and bean-cakes from their own people.
We have no chance against them, In consequence, we cannot
conquer the whole of China.

3. With ‘the' silver standard in existence, the Chinese
Government can increase their notes to counteract our gold notes,
Consequently, our banks will fail to carry out the mission of
extending our eountry’s influence. :

1

4. If the gold standard is adopted, we can issue gold notes
freely. With the credit of the gold notes, we can acquire rights
in real property and patural resources and defeat the credit of
the Chinese silver notes. . The Chinese will be unable to compete
with us; and the currency of the whole of Manchuria and
Mongolia will be in our control.

6. The Government Bank of the Three Eastern Provinces,
the Bank of Communications, the Frontier Development Bank
and the General Credit & Finance Corporation have in ecir-
culation silver notes amounting to 38,000,000 dollars. Their
reserve funds in the form of buildings and goods are estimated
at 1,350,000 dollars. (It is natural that the Chinese notes should
depreciate. It is only by acts of the Government that these notes
are still in eirculation. Until we have entirely discredited the
Chinese silver notes, we will never place our gold notes in their
proper place in ManPhuria and Mongolia, much less obtain the
monopoly in currency and finance of these two countries. With
the depreciated and inconvertible silver notes, the government of
the Three Eastern Provinces buys all kinds of products, thus
threatening our vested interests. When they sell these pro-
ducts, they demand gold from us which they keep for the
purpose of wrecking our financial interests including our trade
rights in special products, For these reasons, our gold notes
are having a harder time and a gold standard for currency
becomes the more urgently necessary. !
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In view of the above-mentioned considerations, we must
overthrow Manchuria’s inconvertible silver notes and divest the
government of its purchasing power. Then we can extend the
use of our gold notes in the hope of dominating the economie
and financial activities of Manchuria and Mongolis, Further-
more, we can compel the authorities of the Three Eastern
Provinces to employ Japanese financial advisers o help us gain
supremacy in financial matters, When the Chinese notes are
overthrown, our gold notes will take their place.

Tue NecessiTy oF CHANGING THE ORGANIZATION OF THE
SourE MancHURIA RAmLway

The Seuth Manchuria Railway Company functions in
Manchuria as the Governor-General of Korea did there before
the annexation. In order to build up. our new Continental
Empire, we must change the organization of that Company so
as to break away from the present difficulties. The functions
of this Company are varied and important. Every change of
Cabinet involves a change of the administration of the SBouth
Manchuriz Railway, and conversely every activity of the South
Manchuria Railway also has important consequences on the
Cabinet. Thi= is because the South Manchuria Railway is
semi-governmental, with final authority resting in the Cabinet.
For this reason, the Powers invariably look upon this railway
as a purely political organ rather than a business enterprise.
Whenever a new move is made for the development of Manchuria
and Mongolia, the Powers would invoke the Nine Power Treaty
to thwart the plans of the South Manchuria Railway. This has
greatly damaged the interests of our empire.

Considered from the point of view of domestic adminis-
tration, the South Manchuria Railway is subject to a quadruple

- control. There are the Governor of Kwantung, the Chief

Executive of Dairen, the Consul-General at Mukden, besides the
President of the South Manchuria Railway itself. ﬂllt:l'nur
officers must meet and exchange views at Dairen before any

thing is undertaken. whthwhmmﬁumh
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camera often leaks out to the Chinese authorities of the Three
Fastern Provinees. They in turn would try to obstruct any
forward movements of the South authorization, it again has
to run the gauntlet at the Departments of Foreign Affairs, of
Railways, of Finance and of Army. If these ministers do not
agree, the matter is dropped. Therefore, although the present
prime minister realizes his own incompetence, he has never-
theless taken concurrently the port-folio of foreign affairs, so
that our movements in Manchuria may be kept confidential and
the execution of our plans may be swift and decisive, On
account of these reasons, the South Manchuria Railway should
‘be radieally re-organized. All appurtenant enterprises which
are profit-making should be made independent companies under
the wings of the South Manchuria Railway, so that we may take
determined steps on the conquest of Manchuria and Mongolia.
On the other hand, Chinese, Europeans and Americans should
be invited to invest money in the South Manchuria Railway on
thecondiﬂnnthntﬂblﬂtplnﬂlﬂyﬂfitlstmh- In that

short, by inviting international participation in the South Man-
churia Railway, we can blind the eyes of the world. Having
achieved that, we can push our advance in Manchuria and
Mongolia at our will, free ourselves from the restraint of the
Nine Power Treaty and strengthen our activities in that country
with foreign capital.

The important Iqupnrunmt enterprises of the South Man-
.churia Railway are:—

1. Iron and Steel




vative estimate of the reserve is 10 billion tons. At first when
there was a lack of technique, the Anshan Iron and Steel Works
was involved in an annual loss of Yen 3,000,000, Later, new
methods were discovered, and the technique developed so that
during 1926 the loss was only Yen 150,000 and a year later
thore was a profit of Yen 800,000. If the furnace is mproved,
we ought to earn at least Yen 4,000,000 a year.® The quality
of the ore at Penhsihu is excellent. By amalgamating it with

" the Anshan Iron Works, we shall have the comfort of being

self-sufficient in iron and steel.

The iron deposits in Manchuria and Mongolia sre estimated
at 1,200,000,000 tons; and coal deposits, 2,600,000,000 tons. This
coal ought to be sufficient for smelting the iron ores. With such
large amounts of iron and ccal at our disposal, we ought to be
self-sufficient for at least seventy years. At the rate of $100.00
profit on each ton of steel, for 850,000,000 tons of steel we shall
ha%e a profit of Yen 86,000,000,000. This is a tremendous asset
to our economic resources. We shall save the expense of Yen
120,000,000 which we pay for the importation of steel every
year, When we can have sufficient iron and steel for our own
industries, we shall have acquired the secret for becoming the
leading nation in the world. Thus strengthened, we can conguer
both the East and the West. In order to attain this goal, the
jron works must be separated from the South Manchuria
Railway. Such unified control will keep China from preventing:
us to become self-snfficient in iron and steel.

2. Petroleum

Another imporfant eommodity which we lack is petrolenm..
It is also essential to the existence of a nation. Fortunately,
there lie in the Fushun Coal Mine 5,200,000,000 tons of shale
oil, from every hundred catties of which six eatties of erude oil
may be extracted. By means of American Machinery, every
hundred catties will yield nine catties of refined oil good for
motor cars and battleships. At present, Japan imports from
foreign countries 700,000 tons of mineral oils every year valued
at Yen 60,000,000. These figures are on the increase. As there
are 60 billion tons of shale in the Fushun Mines, the yield
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calculated at five percent would be 250,000,000 tons; at nine
percent, 450,000,000 tons of oil. Taking an average of the two,
the yield would be 850,000,000 tons, and assuming the value of
the oil to be fifteen yen a ton, the oil shale contained in the
Fushun Mine would bring us Yen 2,250,000,000. This will be
& great industrial revolution for us. From the standpoint of
national defence and national wealth, petroleum is a great
factor. Having the iron and petroleum of Manchuria, our army
and navy will become impregnable walls of defence. That
Manchuria and Mongolia are the heart and liver of our empire,
iz o truthful saying. For the sake of our empire, we should be
congratulated.

AGRICULTURAL FERTILIZER—AMONIA SULPHATE
AND OTHER PRODUCTS

Agricultural fertilizer is a great necessity for the production
of foodstuff. Chemical fertilizers depend upon the ammonia
sulphate extracted from coal. The Fushun coal yields especially
good results. At present, our total consumption of ammonia
sulphate is 500,000 tons. Of this, only half is manufactured at
home, using the coal from the Kailan or the Fushun Mining
Companies.. The remaining half is imported from abroad at
the cost of Yen 86,000,000 a year. With our agricultural work
daily increasing and in view of the development of our new
empire in Manchuria and Mongolia, we shall easily need
1,000,000 tons of ammonia sulphate every year during the next
ten years. From the soot gathered from the burning of Fushun
coal connected with the manufacture of steel, we could produce
large quantities of ammonia sulphate. If the yield is put at
900,000 tons a year, we shall add an annual income of more
than Yen 40,000,000. In fifty years, this will mount up to
Yen 2,000,000,000. This money could be used for the improve-
ment of our agriculture. If there is any surplus, we can buy
bean-cakes with it and then invade the farms all over China.
and in the South Seas Islands: In order to accomplish this, we
must separate this enterprise from the South Manchuria Rail-

way. We shall then be able to control the fertilizers of the Far

East. -
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Sopa AND Sopa Asn

We import 100,000 tons of Soda Ash at the cost of mowe
than Yen 10,000,000 a year. Both soda and soda ash are
valuable materials for military and industrial purposes. Soda
is derived from nothing more than salt and coal, both of which
are cheap and abundant in Manchuria and Mongolia. If we go
into this manufacture, we can supply not only ourselves but
can also sell it to China with a view to controlling its industrial
products. We ought to gain from it a profit of at least ¥em
16,000,000 a year. We can also supply our own military and
chemical needs. Again this industry must be separated from
the South Manchuria Railway.

MAGNESIUM AND ALUMINIUM

According to the independent surveys of the South Man-
churia Railway Company and Dr. Honta of Tohoku University,
magnesite and aluminium is a very promising business (ia
Manchuria). Magnesite is found in the surroundings of
‘Tashichino, and aluminium in the vieinity of Yentai. The
deposit is one of the largest in the world. A ton of magnesite
is worth Yen 2,000 and a ton of aluminium is worth about
Yen 1,700, An estimate of the deposits of both minerals in
Manchuria is Yen 750,000,000. These substances are especially
useful for making aeroplanes, mess kits in the army, hospital
apparatus and vessels, and other important industries. The
United States alone has extensive deposits of these substances.
The output of our country is one ton a year! Such materials
are becoming more useful every day, but the supply is insuffi-
cient, Its price is growing high, as if never reaching a limit.
‘The deposits in our territory of Manchuria and Mongolia, are
nothing less than a God-given gift. The metal is really
‘precious, being indispensable to both our industry and national
dersence® It also should be made in independent business,
separate from the South Manchuria Railway. Its manufacture
should be in Japan, so as to keep the Fengtien Government from
imitating it on the one hand and to avoid the watchful eyes of
the British and American capitalists on the other. After we
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have gained control of it in the Three Eastern Provinces, wa
may harness the water power of the Yalu River to work on
these metal ores. In view of the devélopment of aircraft, in
the future all the world will come to us for the materials neces-

sary for aeronautics.

1f all the enterprises mentioned above are made independent
undertakings, they would make rapid progress and bring us at
least a profit of 60 billion yen a year. The industrial develop-
ment in South Manchuria means much to our national defence
and ecomomical progress. It will help us to build the founda-
tion of an industrial empire. As to the eultural undertakings
such as hospitals, schools and philanthropic institutions, they
are our signal towers in the advance into Manchuria and
Mongolia. They are the institutions for spreading our national
prestige and power. More specificially, they are the baits for
rights and privileges. Let us separate all these from the South
Manchuria Railway in order that we may redouble our efforts
and advance into North Manchuria to reclaim the sources of

the wings of etonomie development, we could make rapid advance
ﬂthmtdwmlummsﬁdmdmmwﬂumﬁ-
anﬁﬂﬂuufthmpbdthnﬁmﬂuhrn?mﬂm
hnhuddmmmmamhhmhhuﬂdmﬂmm-
tinent Empire with ease and efficiency. _



to foreign investments, the powers will be glad to lend more
to us and China ean do nothing to block it. This is an excellent
way to further our plans in Manchuria. We should lose no
time in doing it. As to the wealth concentrated in the northern
part of Manchuria and Mongolia, we should be likewise. The
two new railways from Kirin to Hueining and from Changchun
to Talai, as well as the lumber and mining interests, should also
be managed as separate institutions.

The South Manchuria Railway will also be greatly enriched
by our exploits in North Manchuria. Already Chinese im-
migrants are pouring into South Manchuria in large numbers.
Their position will become stronger every day. As the right of
renting land in the interior is not yet secured, our immigrants
are gradually losing ground. Even if our government's backing
will maintain our people there, they cannot compete with the
Chinese due to the latter's low standard of living. Our only
chance now is to defeat the Chinese by heavy capitalization.
This again necessitates the use of foreign loans, This is so,
especially because the riches of North Manchuria are even not
accessible to the Chinese immigrants. We must seize the present
opparﬁn&y.mﬂhutmthumoiimmlmﬁnnbrwrm
people and take possession of all rights there so as to shut out
the Chinese. But in order to encourage immigration, rapid
transportation is essential. This will both afford facilities to
our people and bring the natural resources there to the would
be market. l{om,buu:kmhmdouunlmhnum
increasing armaments. On account of geographical positions,
we have conflicting interests. If we want to obtain the wealth
of North Manchuria and to build up the New Continent accord-

Jing to the will of Emperor Meiji, we must rush our people into

North Manchuria first and seek to break the friendship betwean
Russia and China. In this way, we can enjoy the wealth of
North Manchuria and hold at bay both Russia and China. In
case of war, our immigrants in North Manchuria will combine
with our forces in South Manchuria, and at one stroke settle the
problem forever, Inuuthhumtpuﬂhh,thnunm_ll
ﬁ:htﬂnﬁlhdwnhﬁwthﬂlmhuﬂum-nmmm#
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us with food-stuff and raw materials. As the interests of North
Manchuria and our country are so wrapped up, we should march
directly into North Manchuria and pursue our settled policy.

Tag NECESSITY oF ESTABLISHING A CoLoNiAL DEPARTMENT :

Our exploitation of Manchuria takes a variety of forms.
Often those in authority take such different views that even the
most profitable undertaking for our country cannot be earried
out. Because of the lack of speed, our secrets are often exposed
and are made propaganda materials by the Mukden government
much to the detriment of our country in international relations.
Whenever a new undertaking is projected in Manchuria and
Mongolia, it will become the subject of discussion of tens of
meetings and conferences in Dairen. Not only the approval
of the four-headed government there is necessary, but also the
sanction of the cabinet at home has to be secured before any-
thing can be carried out. Because of all these obstacles, any
undertaking will take months and months before any definite
results are seen. In the process it is possible for the Chinese
to employ Japanese adventurers to steal our secrets so that
before & project is launched it is often reported to the Chinese
and in turn it becomes common property of the world. We are
suddenly brought under the check of world opinion, and more
than once we have incurred hardship in putting into practice
our poliey toward Manchuria and Mongolia. Furthermore, the.
opposition party has also made capital out of what they find
in these regions in order to attack the government. All these
‘have many serious have with our diplomatic relations. Hence-
forth, we must change our practice in order to proceed adroitly.
The centre of control must be in Tokyo. That w‘;ll (1) insure
secrecy, (2) etop China from knowing pefore-hand our plans,
(3) avoid the suspicion of the powers before a thing is done,
(4) unify the multiple control in Manchuria and (5) bring the
government agencies in Manchuria and Mongolia in close touch
with the central government so as to deal with China w!_th
undivided power. For these reasons we should follow  i.e

original plan for absorbing Korea 1aid down by Ito and Katsuia
e B -



and establish a Colenial Department, the special function of
whieh is to look after the expansion in Manchuria and Mongolia,
The administration of Formosa, Korea and Saghalien Island
may be its nominal function, but our expansion in Manchuria
and Mongolia is its real purpose. This will blind the eyes of
the world on the one hand and forestall the disclosure of secrets

on the other.

It is my personal conviction that the fact that the absorption
@i Korea could not be effected during the administration of Ito,
is due to the lack of a special office for contrel. Therefore, there
were always differences of opinion and secret policies were
impossible. ;Such a state of affairs played into the hand of
international obstruction and Korean opposition. Then a
number of propagandists went to Europe and America as well
as Korea itself, declaring that we firmly respected the inde-
pendence of Korea and had no designs on an inch of Korean
territory. The result of their work was the recovery of inter-
national confildence. After that, a colonial department was
established under the pretence of Formosa, Then we seized the
opportunity and the object was gained! It goes to prove that
in order to undertake colonization and immigration, a special
office for it is absolutely necessary. Moreover, the creation of
a new empire in Mongolia and Manchuria is of utmost import-
ance to the existence of Japan. It is necessary to have a special
colonial office in order that the politics in that vast territory
may be controlled from Tokyo. The officers in the field should
only take erders: they should not interfere with the execution
of




poliey of expansion in Mongolia and Manchuria of the Imperial
Government and complete the creation 0f the new empire,

TALING RIVER VALLEY oF PEKING-MUKDEN RAILWAY

The Taling River Valley is a wide area sparely populated
but infested with bandits. Many Koreans have made invest-
ments here, especially in rice field. Judging from its resources,
this region is bound to be prosperous !! will also be an advant-
ageous foothold for us if we want to expand into the Jehol
region. We should give full protection to our Korean subjects
here and wait for an opportunity to secure from China the
right of colonizatian so that our immigrants may live here and
act as our vanguards to Jehol and Mongolia. In case of War-
fare, this valley will be a strategic point to quarter large armies
of soldiers, We shall then not only check the Chinese soldiers
from advancing morth but also hold the key to the immense
wealth of South Manchuria. When Koreans come into this
region we should finance them through our Trust and other
financial organs with a view to gaining for these organs the
actual ownership while the Koreans may satisfy themselves with
the wealth of herds at the disposal of our country. This same
must reside with the Koreans. It is 8 convenient way of
securing rights from the Chinese government. Henceforth the
trust companies and financial organs should give them full
backing when our own and Korean subjects wish to gain land
ownership. If they need money to buy farms from the Chinese.
the right of farming only. Ostensibly the ownership of land
ably we shall gain control of the better rice fields which we
may give to our own emigrantsg They shall displace the Kore-
ans who in turn may go on o new flelds, to deliver to the
convenient use of our own people. This is the policy with res-
pect to the colonization of rice fleld and bean farms. As to the
policy for herd farming, the Development Company should be
especially entrusted gradually to expand, eventually placing all
the financial organs should also come to their ald. Unnotice-
company may also take care of horse breeding and select the
best out of Mongolia for the use of our national defence,



PRECAUTION (AUAINST CHINESE MIGRATION

Recently the internal disturbances in China have driven
large hordes of immigrants into Mongolia and Manchuria,
thereby threatening the advance of our migration. For the
sake of our activities in this field we should not fail to take
precautions. The fact that the Chinese government welcomes
this migration and does nothing to hold back the tide oppresses
our policy even the more seriously. A noted American sinologue
has made the statement that the Mukden authorities are carry-
ing out such effective government that all people are moving
into their territory. Therefore, the influx of immigrants s
looked upon as a mark of effective government of Mukden
authorities, We, of course, are concerned. Unless we put a
stop to it, in less than ten years our own policy of emigration
will prove an instrument for China to erush us with. Political-
ly we must use police force to check this tendency as much as
possible and economically our financiers should drive the Chin-
ese out with low wages. Furthermore, we must develop and
expand electric power to displace human labor. This will keep
out Chinese immigrants as well as monopolize the contrel of
motor force as a first step toward controlling the industrial

development of this vast region.
HoSPITALS AND ScHoOOLS

Hospitals and Schools in Manchuria must be independent
of the South Manchuria Railway. For the people have often
considered these as Institutions of imperialism and refuse to
have anything to do with them. When these are separated
and made independent institutions we shall be able to make
the people realize our goodness so that they will feel thankful to
us....But in establishing schools emphasis should be laid on
normal schools for men and women., Through these in educa-
tional work we may build up a substantial good-will among the
people towards Japan. This is our first principle of gultural
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50 Peking Road,
Shanghai, China.
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The China Critic’s Special Features:

1—Editorials on current affairs, impartial and fearless;

2—Speeial Articles on all subjects of general interest, con-
tributed or specially written by leading nutharitial.

3—~Facts and Figures, giving statistical data on induatrill and
financial conditions; i

l—_{'}'hiuf Events of the Week, classified .and condensed, to save
you time in keeping touch with the current devalupmmtn

h—Chinese Press Comments, rendered in good Englinh for
easy reading;

6—0Oversea Chinese, drawing the attention of the people at
‘home to the glorious feats of these unknown heroes of
China, and devoted to the promotion of their interest.

T—The Little Critie, criticism on various interesting topics in
the lighter vein, that will make the reader both smile and

think.

8—Book Review, thorough and scholarly, serving as a good
reader's guide;

9—Official Documents published for historical records in the
fature;

10—S8tyle, popular and pleasing;
11—Stock, best among all weeklies in China;
IB—Pﬂnﬁﬁg. clear types, making reading a pleasure;

13—Subsecription rates, reazonable, only M.§7 in China, or G.86
abroad a vear, postage included.




May 20, 1987

Dear ¥r. Seoretary:

1 ax snclosing m copy of & joint letter from the
Secretary of ®ar and the Secretary of the Navy undar date
of October twenty-seeond, 1036, whioh togeiher with its two
enclosures, 18 self-explanatory.

1 telieve that soms practical solution to the
protlem presented by the War and the Navy Departmunts ean
be worked out through cooperation between the Depurtuents of
State, Treasury, Justice, labor, Interior mod, of course,
War and Havy.

The Secretary of War has besn designated by me
Chairman of & Committes to conaist of the Secretuarica of
Stats, Treamsury, Labor, Havy and Wer Departments, as wall as
the Attoroey General, to study this problem.

The information transmitted herewith is of & secret
paturs and must be so regarded, This L2 sent to you because
of the interest of the Governor of Hawail.

Very sinceraly yours,

The Honorable
Segretary of laterior
washiogton, D. C.

Same latter to:
Secretary of State
Becratary of Treasury
Attorrey Cenaral
Secretary of Labor



May 20, 1937

Dear Kr. Secretary:

With reference to the Joint letter which you anpd
the Becrotary of Mavy seat to me, I believe that some
practical solutlon to the problem presented can be worked
out through cooperation betwosn the Departments of State,
Treasury, Justice, laber, Interior and, of course, War and
Havy.

I am designating you as Chairman of a Committee
to sonsist of the Secretaries of State, Tremsury, labor,
Hary and Ear Departments, a8 well as the Attorney Ceneral,
to study this problesm,

The information transmitted herewith is of & secret
naturs and must be 8o regarded.

Very sincaerely yours,

The Honorable
Beoratary of War
Washington, D. C.



May 20, 1937

Dear Mr. Secretary:

With reference to the joint letter whieh you and
the Secretary of War sent to me, I believe that mome
practical solution to the problem presented can be worked
out through cooperation betwsen tha Departments of Stata,
Treasury, Justice, Labor, Interior and, of coursa, War and
Navy.

The Secretary of War has been designated by me
Chairmen of a Committee to consist of the Secretaries of
State, Treasury, Labor, Navy and Tar Departments, as well as
the Attorney Genersl, tc study this problem,

The information transmitted herewith is of a seeret
nature and must be so regarded.

Very sincerely yours,

The Honorable
Secretary of Navy
Washington, D. C.
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MEMORANDUM FOR THE PRESIDENT:

1. The attached joint letter from the Secretaries of
War and the Navy answers certain guestions propounded by you in
your memorandum to the Chief of Naval Operations, dated August
10, 1936, on Japenese esplonage in Hawaii.

2. This joint letter, together with its enclosures,
indicates clearly that many activities of Japanese Naval person-
nel visiting the Islands of Hawaii are in violation of the
"Espionage Aet", and of customs and immigration laws, The lettar
concludes with recommendations that certain proposed legislation
be given high priority in your legislative program, snd that the
Joint letter, together with ita enclosures, be brought to the
attention of other interested departments of the Covernment.
Legislation similar to that proposed is now under consideration
by the Congress or interdepartmental cormittees,

3. It is suggested that a copy of the attached Joint
letter and its enclosures be transmitted to the Departments of
State, Treasury, Justice, and Labor, snd to the Department of the
Interior for the consideration of the Governor of the Territory
of Hawail, by memorandum substantially as follows:

"Herewith copy of a joint letter from the
Secretaries of War and the Navy, dated October 22,
1936, which, together with its two enclosures, is
self-explanatory.

"Certain of the information contained in
the above-mentioned ecorrespondence is of interest
to your Department. I believe that some practical

SECR
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solution to the proplem pressnted by the War and

Navy Departments can be worked out through co-
operation between all the Executive Departments

concearned.”

"Tha information transmitted herewith is
of a seeret nature, and I wish it so regarded.”
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J.B. Ho, 304. I, svelt Libr i
(Serial No. 583). B 1 “’l /,__,, )
kL W v
E{'r ) Ooctober E2, 1938,
Vie

Liile 5200.9 (9,/27/58)

The President, Date- 7= o
The White House. =

Dear Mr, President: Signature= Qu/ -

With reference to the enclosed report by the Locel Joint Flenning
Comnittee, Hawail, subject: "hctivities of Jepanese Mavel and Civil Person-
nel in Hawaii™, which has heretofore been referred to you informally by the
Chisf of Naval Operations, and upon which you requeated certain information
by memorandum, dated August 10, 1936, to the Chief of Neval Operations,
your attention is reapectfully invited to the letter from the Acting Secre-
tary of War to you, dated August 89, 1936, covering your comments on
matters in which the War Depertment is primarily interested.

With reference to paragraph 1 of your memorandum, the Locel Joint
Planning Committee, Haweii, made no specific recommendations in this partie-

ular report.

With reference to paragraph 2 of your memorandum, lists of suspecta
are maintained by those responsible for militery intelligence and such sus-
pecta will normally be the first interned in the event of trouble.

With reference to the concluding sentenre of your memorandum, The
Joint Board has for ysars suspected eapionage activities on the part of the
indicated nation in the Pacific. Desirable as it may seem to terminate
definitely and completely these activities, which are inimical to our
national defense, The Joint Board has realized that such an objective would
ba impracticable. It would involve elther the designetion of the important
strategical islands of the Hawaiian Group as militery or nevel reservations
and an increase in the local garrison in order to police effectively these
areas, or the closing of the important Hawaiian commercial ports to the
commerce of the world. Rither one or both of the foregoing soluticns to
the problem are considered %too drastic end accordingly are not recommended.
The Joint Boerd, however, has consistently advocated reascnable and effec-
tive solutions to specific related problems., The following recent instances
of War and/or Wavy Department efforts to curteil espionage primarily in the
Pacifio are cited:

Exscutive Ordera No. 7404 and 7405 dated July 1, 19326 and
July 8, 1936, respectively, amend the clvil service rules sc as to permit
the Secretaries of War and Navy to employ civil service personnel outside
the continental limits of the United States (except the Canal Zone and
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ilaska) upon satisfactory completion of & non-competitive civil service
exsmination. Under suthority of these Executive Orders, 1t is expected
that vecancies occurring hereafter in military or navel civil service
positions in Hawaii will be filled by selected cltizens of unques tion-
able loyalty rather than by citlzens generally of alien extraction
whose loyslty may be questionable.

Durinz the 74th Congress, the War and/or Navy Depariments
advocated the enactment of the following bills paertinent in the
premises:

a. S. 1815 or H.H. 5705, identical bills "to require
certain documents of vessels not wholly owned by citizens
of the united States and navigated in the Territorial waters
of the United States, its Territories or its possessions, to
regulate vessels engaged in the fisheries, and for other
purposes,” By the egnactment of this legislation, it i3 ex-
pected to galn more gffective control over alien-owned and
alien-operated fishing boata operating in our territorial
waters and thereby eliminate meany hazards to our national
dafense.

b. S. 4495 (Section 3 only) - 4 bill "To amend certain
of the navigetion laws of the United States to remove incon-
sistencies end inejualities therein, end for other purposes."
Should the amendment proposed in Section 3 of this bill be
snacted, it is believed that the effect will be to force ell
vessels engaged in the fisheries to be owned in whole by
aitizens of the United States.

e. S. 92 or H.R. 3436, identical bills, "To prohibit
the making of photographs, sketches, or maps of vitel
militery end naval defensive installations end eguipment, and
for other purposes.® By the enactment of this legislation,
1% is expected to control more affectively the activities of
free lance motion pieture end still picture operators in
vital militery and navael instellations, whers the intent of
the photographer is not necassarily so flagrant as that com-
templeted under Section 1, Publie Yo, 24, 65th Congress,
"Esplonage Act.”

4. None of the ebove mentioned bills, however, was
passed by the Congress - end 1t is eccordingly recarmended
that similer legislation be given high priority on the
President's legislative program in the next Congress.
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The Joint Doard is of the further opinion that the Depertnents
of Stato and Justice would be intorested in the attachsd papers perticu-
larly fram the viswpoint of foreign poliey and proceeding against the
violators of the "Bapionege dot," Public Fo. £4 - GOth Congreas end/or
the Revissd Lews of Hawaii, which the Juige Advocats General of the Mawvy
is of the opinion (copy inclosed) heve been violsted by gartain ectivities
desoribed in the report of the Lecsl Joint Flenning Committes, Hawell;
that the Depertments of the Tressury and Labor would be interested partie-
ulerly from the viewpoint of implied wviclations of the customs end
immigration laws; and the Depertuent of Commerce in connection with the
racomended legislation.

The Secretaries of War and Mavy deem the curbimg of esplonage
aativities in the Hawaiian eree to be of the highest {importance to the
{ntarests of national defense, They, therefors, ucge that the othex
depertments of the Zovernment concerned be enjoinad to zive this matter
thelr attention, in cooperation with the Wer and Fevy Departments.

Reapectfully yours,

Secretary of War. | -
gérﬂmy of ;EE& an. i

fopniliin D, gaoaavell Librery
1l FED
g (8/27/58)
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From: The Judge Advocate Gencral.

To: The Seeretary of the havy.

Sub ject: Activities of Japenese navel end civil personnel

in Hewaii,.

Reference: (a) Letter from the Secretary of the Navy to the
Judge advocate General, August 28, 1936, Op-
18A-CTB (SC)AB-56 SECRET, inclosing report of
Local Joint Flenning Committee-Hawaii, Mey
25, 1926, end pepers sttached thereto.

Inclosure: Reference (m).

ls 1n reference en opinion is requested as to whether

or not certein of the subject sctivities indicate wviclatione

of existing laws of the United Stetes for which the perpetrators
could be prosecuted. It 1s further requested thet in erriving
st 8n opinion on the above subject it should be assumed thst (1)
the Hawaiisn ereas involved is of such strategical cheracter thet
ite defense is deemed of first importence, end (£) thet evidence
is available supporting the allegetion that detelled informstion,
sketches or photographs ere being gathered or mede.

2, An exemination of the report of the Locel Joint
Plenning Committee of Heweii end the snnexes there to indicete
thet some of the sctivities complained of on the part of the
Jepanese sliens and resicdente constitute viclaticns of either
the Esplonage Aet of the United Stetes (U.S. Code, Title 50, Sec-
tions 31, 32, 34 snd 36), or chapters 287, 294, 295 and 297 of the
Revised Lews of Haweii, 1925, or both. In this connectlor per-
ticular reference is msde to the incident in Februsry, 1936, at
the Roysl Hewsiien Hotel when six Jepenese sallors from & tenker
ascended the tower of the hotel end were observed taking pictures
of the herbor esnd neerby fortificetions with & lerge cemers, =nd
the incident of the visit of the Jepenece tanker Ondo to Hiio in
April, 1926, when the crew thereof not only took measurements of
the Hilo dock but made detsiled photographic studies of its fix-
tures. The other incident to which reference should be mede is
that reported by Mrs. Keneksnui, of Xsmuels, Hewail, of & number
of Jepenese who on April 19, 1936, entered & new house in thet
vicinity and took besrings on surrounding points of interest.
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s Under the Constitution of the United States

(Article 4, Sestion &, peragroph B) Congresz has the power
to make sll nesdful rules and reguletions respecting the
tarritory or other property belonglng to the Upited Stetes.
Acting under this suthority Congress hse provided for the
goverament of the Territery of Hewail (U.0.C., Title 48,
Chepter 3], In establishing the government ol the Ter-
ritory of Hawsif, Congress hes provided (U.5.0C., Title 48,
Section 495) that the Comstitution, end, except es other-
wise provided, ell the lewa of the United States, includ-
ipg laws cerrylng cemeral sppropristions, which ere not
locelly inappliceble, shell heve the ssme force end effect
within the Territery of Hewnii se elsewhsre ln the United

Statee.

G To old in carrying out the lawe of the United
States which sre thun made epplicable to the Territery of
Hewaii, Congress hes estoblished in thot territory & distrio%
pourt to consist of two judges (U.5.0., Title 48, Section &41),
which court hes the same jurisdictlion ss the District Courta
of the United States, snd the procedurse therein is the same
as in o distriet courtj end the said judges thereof, district
attorney, snd mershal have end exercise in the Terrltory of
Hemaii all the powers conferred by the lsws of the United
Stetes upon the judges, diastriet attorneys, snd morshals of
district courts of the United States. (U.5.C., Title 48,
Section B4E).

e By By virtue of the sequence of suthority sbove
outlized the Esplonege Act of the United Stetes, asbove referred
to, is elearly sppliceble within the Territory of Hewsil, sad
any individusl residing in that territory or elsewhere, whe-
ther & citimen of the United States or en slisn, who vicletes
the provisions of the Esplonage Act within the Territory of
Hewsii is subject te prosscution im the Distriet Court of
Howa ila



il Lihmesy

Op-124=~CTB o (2/27/58)
(5C)aB=5
K
?hﬂ :—-1" }'
-
Ll pud e Qo o
= gl
Bs In order to determine whether or not any of

the sctivities referred to in refersnce come within the
purview of the Espionege Act, ettenticn ies invited to the
following provisions thereof:

(e) Any person who, for the purpose of ob=
taining informetion respecting the netional defense with
intent or ressom to believe thet such informetion is to be
used to the injury of the United States, or to the sdvan-
tege of eny foreign nstion "goes upon, anters, flles, over,
or otherwise obteine informstion ocncerning any vessel, mir-
eraft, work of defense, nayy yard, nevel stetion, submarine
bese, coaling station, fort, bettery, torpedo station, dock=-
yerd, cansl, reilrcad, ersensl, cemp, fectory, mine, tele-
graph, telephone, wireless, or signel steticn, building, of-
fice, or other plece connected with the neticnal defense,
owned or constructed, or in progress of construetion by the
United States or under the control of the United States, or
of any of its officers or sgents, or within the exclusive
jurisdiction of the United Stetes, or any place in which
eny vessel, airoraft, arms, gumitions, or other mesterisls
or instruments for use in time of wer are being made, pre-
pared, repeired, or stored, under any contract or sgreement
with the United Stetes, or with any perscn on behslf of the
United States, or otherwise on behelf of the United Stetes,

or any prohibited place * * #»

(b} Any persom who, for this same purpose
end with this same intent or reescn to believe, coples, takes,
mekes, or obteins, or attempts, or induces or elds enother
to copy, teke, make or cbtain, amy sketch, photograph,
photographic negetive, blueprint, plen, mep, model, instru-
ment, spplience, document, writing, "or note of enything con-
nected with the netionsl defense;™ snd

(e) Any person who, for like purposes afore-
seid, "receiwes or obtains or sgrees or attempts or induces
or alds snother to receive or bbtein from any person, or from
sny source whatever, sny document, writing, code bock, signal
book, sketch, photograph, photographic negetive, blueprint,
plen, mep, model, inetrument, applience, or ncte, of eny-
thing connected with the nstionsl defense, kmowing or having

-
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reason to believe, at the time he receives or obteins, or
agroes or attempts or induces or alds enother to receive
or obtein it, thet it hes been or will be cbteined, teken,
mede or disposed of by eny person contrery to the provi-
slons of this title; * * * ghnll be punished by & fine

of not more then {10,000, or by impriscnment for not more
then two yesrs or both."” (U.S.C., Title 50, Section 51,)

Te In addition to the foregoing this Act further
provides thet eny persom who, with intent or reeson to be=
lieve thet 1t is to be used to the injury of the United
Stetes or to the advantsge of & foreign netion "communicates,
delivers, or transmits, or ettempts to, or aide or induces
ancother to, communicete, deliver, or transmit, to eny for-
eign government, or to eny fection or perty or militery or
navel force within e foreigm country, * * * or to sny rep-
resentative, office, agent, employee, subject, or citizen
thereof, either directly or indirectly, eny document, writ-
ing, code bock, signal book, sketch, photograph, photographie
negetive, blue print, plen, map, model, note, instrument, ap-
pliance, or informetion relating to the naticnsl defense,
shall be punished by impriscoment for not more then twenty
years; * * *,» (U.5.C., Title 50, Section 32.)

B Another se¢tion of this seme Act provides thet
if two or more perscns conspire to wiolate the provisions of
Section 42 or 33 of this title, &nd one or more of such per=
sons does any ect to effect the object of the conspirscy, esch
of the parties to such conspiracy shell be punished by im-
prisonment for not more then twenty yeers. And if they con=
spire to viclate the provisions of eny section of the Aot
and do any act to effect the object of the conspirecy they
shall esch be punighed by impriscoment for twe yesrs. (U.35.C.,
Title 50, Section 34.)

e It will be noted from the foregolng that the
Esplonage Aot is very broed end comprehensive., It not only
covers ell ceses where individuals go upon or fly cver any
navy yard or pavel station for the purpose of cobtalning in-
formation respecting the netional defense with the intent
that the informetion so obtained i{s to be used to the injury
of the United States, but it elso prehibits them from meking
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any sketch, phetogreph, photographic negetive, blue print,
writing or note of enything connected with the nationael
defense for this purpose. In fact the various provisions
of this Act ere sc comprshensive thet it is prectically
impossible to explein them except in the exsct languege

of the Act.

10, Heving in mind the inatructions contained
in refersnce thet (1) the Hewaiien eres involved is of such
strategicel cherscter that its defense is deemed of firast
importence, and (2) thet evidence is aveilable supporting
the ellegation thet deteiled information, aketchas or photo-
graphs are belng gethered or mads, it is the opinion of this
offiece that the provieions o the Esplonege Act ere suffi-
clently comprehensive to cover such ceses epd that the per-
petretors of the ineident in the tower oi the Royal Hewaiien
Hotel, es well ss the incident reported by Mra. Kansksnui,
are subject to prosecution under the provisions of the Espion-
ege Aot, provided they may be found within the jurisdietion
of the United Stetes and returned to the jurisdiction of the
District Court of Hewaii,

11, Acting under the suthority conferred upom it
by Congresc the Legisleture of the Territory of Hewaii is em=-
powared to emmct legislation not inconaistent with the consti-
tution and laws of the United States applicable to the Ter=
ritory of Howeii, (U.S.C., Title 48, Section 562), In the
exercise of this power the Legislature of the Territory of
Hewaiil has created the crime of syndicelism, which i% defines
as 8 dootrine edvoceting crime, sabotege, vioclence or other
unlewful methods of terrorism es & meens of mccomplishing in-
dustriasl or political ends. Under this lew any person who
by word of mouth, or writing, edvocates or tesches the duty,
necessity or propriety of crime, seabotage, violence or other
unlewful methods of terrorism as & measns of sccomplishing
industriel or politicel ends, or who prints, publishes, edita,
issues or imowingly circuletes, sells, distributes or public-
ly displays= eny bock, peper, document or written mettar in
any form, containing or esdvocating, edvising or teaching
this doctrine or helpe to organize, or becomes a member of
or volunterily essembles with any soclety, group or assemblage
of persons formed to teach or advocate this doetrine is gullty
of a felony end punisheble by impriscnment for not more than
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ten yeers or by & fine of not more than
five thoussnd dollsrs or both, (Section 4357, Revised Laws
of Hewaii, 1925,)

12, The easembling of individusls together for
the purpose of advocating syndicelism is elso made & felony
which 1s punisheble by imprisonment for oot more than tem
yeers or by & fine of not mors then five thousand dollers
or both: LEven the use of & building for this purpose is
mede a misdemeanor snd the cwner or those charged with
the care and upkeep of auch building who wilfully end know-
ingly permit its use for such purpose are punisheble by im-
prisonment for not more then cne Year or by a fine of not
more then five hundred dollers or both. (Section 4358,
4359, Revised Lsws of Hawaii, 1925,)

13, The Legislature of Hawaii hes also mada it
e misdemeanor for eny group of persons to organize, form,
or maintain eny secret msscoistion for any purpose whetever,
unless they heve obtained s liconse from the Governor for
this purpose. Any violetion of this license sub jects it
to belng revoked by the Governor, Any secret mesocistion
formed without a license constitutes s misdemesnor and upon
the convietion of the individusls who form it they shall
be punished by imprisomnment not to exceed three months or
by @ fine not to exceed one hundred dollsrs or by both.
The owner of the building who permits en unlicensed secret
essocliation to sssemble within such building is slso guilty
of & misdemesncr end subject to imprisonment not to exceed
sir months, or by & fine not to exceed two bundred do.lers
or by both. (Sections 4515-4521, Revised Laws of Hewai,

19286, )

14, In addition to the foregoing the Legislatuwe
of the Territory of Hewaii has provided thet any individuals
who essoclate themselves together with others within the
limits of the Territory as = militery compeny or organization
for military purposes or to give or receive military instruc-
tion, other then those belonging to the regularly orgenized
militery and naval forces of the United Stetes, or of the
Territory, without the writtem permission of the Governor,
which he mey &t any time revoke, shall be gullty of & mis-
demeancr and upon conviction thereof shall be fined not leas
then one hundred dollars nor more then rive hundred dollers,
or imppisoned for e term mot to exceed six months, or both,
(Section 4583, Revised Laws of Hewali, 1925,)

=B=
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15. In this connection ettention im specificelly
invited to Section 4527 of the Revised Lews of Haweidi,
1925, which provides that eny person () who shall st any
time or plece within the Territory use eny langusge in the
presence or hearing of enocther or or concerning the govern-
ment of the United Stetes of America, or of end concerning
the ermy, nevy, or marine Gorpe of the Uaited Stetes, which
lengusge shall be contemptuocus or disloyal to the United
States ol Americe, or sbusive in its charscter or celculsted
to bring into disrepute or contempt the United States of
America, the ammy, navy or marine corps of the United St=tes
of smerica, or (b} who shell commit sny mct or uae any lengu-
age of such disloysl neture as shell be ressconaebly caleculeted
to ceuse & breach of the pesce, or who shall use such coa-
temptuous or disloysl lengusge of or concerning eny flag,
stendard, color or emnsign of the United Stetea of America,
or concerning the uniform of the srmy, mavy, or marine corps
of tie United States of Americe, or (¢) who shall either
individuelly, jointly with snother or others, or ms part
of & general propagands meke or publish or circulate any
book, pemphlet, picture, paper, letter, writing, print or
other publication ealeulated to bring into disrepute or con-
tempt the United States of America, the army, navy, or marine
corps of the United Stetes ol imerica, or any fleg, stendard,
color or ensign of the United Stetes of Americe, or (d) whe
shell publicly or privetely mutilate, defece, defile, insult
or tremp upon any flag, standerd, coler or emsign of the
United Stetes of imerlce, or eny representative thereof,
"shell be guilty of e felony end shell be punished by = fine
of not less then one hundred dollers nor more then one thous-
and dellers, or by impriscnment st hard lebor for not less
than one yeer nor more than ten yesrs, or by both fine and

imprisonment.”

164 The foregolng enalvsis of the Acts of the
Legislature of Haweii on the subject of syndicalism, un-
licensed secret essocletions, unsuthorized military organ-
izations, end disloyelty, discloses that, while thesa laws
cover a fiald entirely apart from that covered by the
Esplonsge Act, they supplement it most effectively and pre-
sent & further avenus of approsch to the problems submitted
in reference. Under this set mp an incident or & situation
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pccurring in the Territory of Hewail may constitute en of=
fense under both the Esplonasge Act and the Territoriel Acts
sbove analyzed. Where this condition exists sll that re-
mains to be done is to enforce that Act which would be moat
likely to mete out en eppropriste punishment.

17. To eid in the effsctive administration of
the lsws enected by the Legisleture of Hewail, Congress hes
grested o complete judicisl eystem for the Territory vest-
ing the Judieclsl power thereof in one supreme court, circuit
courts, end in such inferlor courts es the Legislature may
from time to time eotablish. (U.5.C., Title 48, Section
631ls) The justices of the supreme court snd the judges of
the oireuit courts of Hewsii are sppointed by the President
a1 the United States, by and with the sdvice end consent of
the Senste, end mey be removed by him. (U.5.C., Title 46,
Sections 632-633), As the judges of the District Court
of Hewaii are elso sppeinted by the President, ¥ and with
the advice and consent of the Senete, end mey be removed by
him, both the territorisl end the district judges sre in-
directly under the juriediction of the President of the
United Stetes to such sn extert thet if they fail to per-
form their judieisl duties in connection with the enforce-
ment of the laws ambove referred to they ere lmmedistely
subject to removal by him.

18, In thia connection it should elsoc be re-
merked thet the Governor o: the Territery of Hewsii, in whom
81l executive territoris] functions are lodged, 1s slso ap-
pointed by the President, Ly end with the sdvice and consent
of the Senste, for & term of four yeere end until his sue-
gessor hos been eppointed and gueliried, unless sooner re-
moved by the Fresideant. (U.S5.C., Title 45, Section 531.)
As herein before noted the Diatriet Lttorney for the District
Court of Heweii snd the United States Mershal for that die-
trict sre slec sppointed by the Fresident of the United Stetes
snd subject to removel by him. Under these eircumstences the
Federal Government of the United States should not experience
sny extraordinery difficulty in securing a most effective ad-
ministration of the Esplonage act end the Acts of the Legiosms
1sture of the Territory of Hewail, ebove referred to. ALssum-
ing that & situstion now exists in the Tarritory of Hewsii such
as is desoribed in reference, this cffice is of the opinien such
situaticn ia directly dependant on the quality or effectiveness
of the sdministration end execution of the Netional and Ter-
ritoriel laws sppliceble to these problems,

==
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13. On the genersl question of the edministration
of the lews sbove analyzed snd the prosecution of cases aris-
ing thereundsr, sttenticn is Invited to certain provisions of
the Treaty of Commerce and Navigatlon entered into betwean the
United States snd Japsn in 1911 (37 Stat. 1504), which have a
direct bosring thereon. In Article I of this Treaty liberty
is confarred upon subjects of Jepen "to enter, travel and re-
side in the territories® of the United States to "cerry on
trade, shilleczale and retell, to own or lesse and cccupy houses,
menufactories, warehouses end shops, to employ agente of their
choice, to lease land for residentiul and commercial purposes,
and generally to do anything incident to or necessary for
trade upon the same terms as native citizens® of the United
States subject to the laws and regulations esteblished in
such territories. Uncer this Article subjects of Japen may
not be compelled, under uny pretext whatever, to ps; any
cherges or texes other or higher than those thai are or msy
be paid by citizens of the United States.

20. The subjects of Japsn shell recelve In the
territories of the Unlted Btates "the most constent protection
and security for their persone snd property, snd shsll enjoy
in this respect the same rights and privileges a5 ere or may
be granted to native citizens" of the United States, on such
Japanese submitting themselves to the conditions imposed upon
such citizems. While in the territory of the Unlted States
the subjects of Japan shall be exempt from compulsory milltery
service, either on land or sem, in the regular forces, or in
the netional gusrd, or in the militia, and from all contribu-
tions imposed in lieu of personsl service, mnd from all forced
loens or military exactions or contributions. (Article I)

2l. Under Article II of this Treaty the dwelllngs,
warehouses, manufactories and shops of the subjects of Jepan
in the territories of the United States, and &ll premises per-
teining thereto used for purposes of residence or commerce by
the Jepenese, shall berespected. "It shall not be allowable
to proceed to meke & domiciliary viseit to, or & sesrch of, any
such bulldings and premises, or to examine or inspect books,
papers or accounts, except under the conditions and with the
forme prescribed by the laws, ordinances end reguletions for
nationals® of the United States.

22. There shall be reciprocel freedom of commerce
and navigetion between the territories of the United Stetes
and Japsn. The subjects of Jepan "equelly with the eitd-
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sens or subjects of the most favored nation, shull have liberty
Freely to come with their ships end cargoes to sll places,
ports end rivers In the territories of the other which are or
mey be opened to lorelgn commerce, subject alwaye to the laws
of the country to which they thus come®. (Article IV)

23, The laport dutles om artlcles, the produce or
menulacture of the territories of Jupen, upon importation into
the territorles of the United States, shall be regulated either
by treaty betwecn the two countries or by the internsl legls-
lation of esmch. MNor shall sny prohibitlon be Imposed by either
country on the lmportation or exportetion of sny article from
or to the territories of the other which shall not equally ex-
tend to & like article imported from or exported to any other
country. This last provision ls not, however, applicable to
prohiblitions or restrictlons melntained or imposed as sanltery
measures or for purposcs of protecting snimals and useful
plants. [Article V)

28, Subjects of Japen shall enjoy in the ter-
ritories of the United Stetes = perfeet equality of treatment
with citizens of the United States ™I all that relates to
warehousing, Countries, feeilities and drawbacks®., [Article VI)

25. All items which &are or mey be legally imported
into or exported from the ports of the United States in the wves-
sels of other forelgn countries may likewise be imported into or
exported from those ports of the United States in Jepenese wes-
sela in the same mannear aa I such itema were lmported or ex-
ported in vessels of the United Stetes. Such reciprocal
equality or treatment is required by this Article of the Treaty
to take effect without dlstinction regardless of whether such
items come directly from the place of origin or from any other
foreign place. {irticle VIII

26, In 01l that pegards the stationing, loading und
unloading of vessels in the porta of the territories of the United
States no privileges shell be grented by the Unlted States to 1ts
vessels which &re not equally in 1ike cases granted to Japanese
vesgels, the lntent belng that in these respects "the respective
vessels shell be treated on the footing of perfect equality®.
{Article IX) And merchant vessels navigating under the flag
of Jupen und cerrying the papers required by the nationsl laws
of Japan to prove their nationality shell in the United States

-10-
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be deemed to be vessels of Jepeh. (article i)

274 Jepenese vessels charged with parformence of
reguler scheduled postel service, whether belonging to the
State or subsidized by it for the purpose, shell enjoy in the
ports ard territories of the United Stetes the seme fecilities,
privileges and immunities es ere grented to like vessols by
the United Ststes of the wmost fevored nation permitted to per-
form regulsr scheduled postsl service. (article XII)

The coesting trede, however, of the United Ststes, is excepted
from the provisions of this Ureety, (article XIII) Except as
etharwise expressly provided in this Treaty, howevcr, it is
required thet in nll thet concerns comuerce and nevigation,

sny privilege, favor or imounity which either contrscting
perty hus setuelly grented to the citizens eff subjects of any
other Stete shell be extended to the subjects of Jeprn gretul-
tously, if the concession in fevor of the other State shell
heve been gretultous, and on the seme or equivslent conditions,
if the concession shall have been conditionsl, (Article XIV)

28, In sccepting this Treaty the Japanese Embecsador
in Weshington, L.C., steted thet he hed heen duly suthoriged by
his Government to declare thet the Jepenese Government is fully
prepasred to meintain with equel effectiveness the limitetion end
control which L. hes for the pest three yeers exerclesd in regu-
lating the emigration of lsborere to the United Stetes. With
this exception the Treaty of Commerce end Nevigation entered
into between the United Stetes end Japen in 1911 continues in
full force end effect at the present time,

29, There iz one provision sbove noted in coa-
nection with article IV of this Tresty which should be emphe-
sised which is that the liberty grsnted to the Jepanese free-
ly to come with their ships snd cergoss to ell placea, ports
eénd rivers in the territories of the United States which sre
or mey hereefter be open to forelgn comcerce is "subject
elways to the lews™ of the United States., In other words
the liherty grarted by this treasty to subjects of Japan in
the United States does not suthorize them to violete either
the Espionsge Act or the territoricl laws releting to syndi-
calism, illegel secret mesocistions, illegel organizetions
for militery purposes, or disloyslty. However, in the ade
ministrotion of these lews and prosecutions thereunder care
should be teken to see thet these treaty provisions sre not

alls
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vicleted and thet the rights of the Japanese secured there-
by invaeded, This should not be permitted to impede or ob-
atruet in sny wey the sdministration of the laws nor prevaat
the prosecution of eny or all Jepenese who ere I'ound to have
viclated these lews, or to be violeting them either et this
time or ot eny future time,

ol It is perfectly obvious, however, that so
long es this treety is in force certain drestic messures
eennot legelly be adopted, such as prohiblting all Japanese
wessels from touching ell ports in the Territory of Hewell
unleas the wvessels of sll other foreign countries mre pro=-
hibited from touching et these ports. Likewise, subjecta
of Jopen who ere now in this Territory or who mey heresfter
desire to enter it for the purpose of carrylng on pursuits
of commerce and nevigation may not be prevented from so
doing unless their presence ie otherwise shown to be un=-
desirable, as in the csse where they have been found to be
plotting egeinst the sovereignty of the United States, or
their presence is inimicel to the pesce end good orde” of
the community.

3 The following ectivities ot the Japensse
navel and civilien personnel in the Territory of Hawall,
with particuler reference to the Islend of leweil, sre noted
in refersnce and the annexes attached thereto:

(&) Vieit of Jepaness ships.
(1) Jepenese Nevel Treining Sguadron for
1935, Honmolulu, June 15-18, 1935,
{2) Visit of & number ol navel oll tankers
to Honolulu between June 14, 1940, and
Mey 24, 1946, both dates lnclusive.
(3) Visit of Mercentile treining vessels 5
at the Islsnd of Heweil between
August 20, 1935, and June 18, 1936,
both detes inclusive.
(B) Conduct of personnel of visiting Jepanese
vessala while on shore.
(1) Incident at Hoyel Hewsiien Ffotel.
(2) Comveying to loczl Jepanese, toth allen
and native, the greetness of Japen, her
virility, end her absolute superlority

=]l
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over sll other countries, through
lectures, moving pletures, and ex-
hibitions.,

(C}  Conduet or civilien personnel on the oc-
casion ol vislts of Jepanese vessels,

(D) Visit of the Jepenese nevy oil tenker
Ondo et Hilo, Island of Haweii, April
18-19, 1936,

o8, An examinetion of the elrcumstances surrounding
the visits of the Jepenese ships to the Hewaiion Islsnds enumer-
sted under (4) doss not indicete thet any of these visits were
mede for the purposes of commerce mnd trade, es covered by the
United States - Jepenese Tresty of 19ll, ebove outlined. Un-
less the visits of these vessels come undar the provisions of
this Treaty they may very properly be made & subject of dip-
lometic representetions by the United Stetes to the Jepenese
Government for the purpose of restricting such visite in the
future to cecurrences of necessity,.

38 The conduct of the personnel of Jepenese vese
selas while on shore in the Hawsiimn Islends, with perticular
reference to (B) (1) end (2), appears to be reprehensible,
The ineident in the tower of the Royul Heweiien Hotel, ms re-
ported in reference, is apparantly & violetion of the Esplonage
dct end it also appesrs that those ineldents enumersted under
(B) (2) violate one or more of the provisions of the laws of
the Territory of Hawaii, asbove enelyzed. It appeers that
the necessery administretive precsutions could be teken by
the Territorisl Goverament to provent the recurrence ol such
ineidents in the future or to apprehend end prosecute the
perpetretors thereof under the eppropriste provisions of law,

34, The conduct of some of the civilian populetion
on the Hewsilen Islende in connection with these vielts by
Jepenese vesgels, as reported im referance and the snnexes there-
to, indicates that the members of these groups are viocleting
either the Espionsge ict or the laws of the Territory of Hewaii
concerning syndicalism, illegal secret essoclations, illegal
orgenizetions for militery purposes end disloyelty, or both
the Federel and Territorirl laws. The importance which these
visiting Jepenese vessdls ettach to the Islend of Heweii and
the fmct thet the Japenese oil tenker Tsurumi went cut of her
way to peout the Midwey Islend indicete thot their purpose is
inimiesl to the netional defense of the United States,
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35. The corduct of the personnel of the Japenese
Nevy tenker Ondo on the occesion of her recent visit to the
Port of Hile, Islend of Heweii, April 18-19, 1936, sppesrs to
have been such a displey of contempt for the sovereignty or
the United States &5 to regquire specisl conelderation. The
scts of meking drafta, and teking photogrephs end messuraments
of the docks st Hilo sre reprehensible. The members of tre
oerew in teking ashore peckeges without elearing through Customs
obviously violeted the Hevenus Lews of the United States,
The teking of ranges end the meking of sketches of the sres
of Waimea by the crew of the Codeo, es reported in annexes (1) mnd
(£), sre elesrly viclaticns of the Bepionege Act,

S6. Other matters reported in reference snd the
spnexes thereto indicete thut m thorouch investigation into all
phases o! these activities, especially thoee occurring on the
Island of Hewsii would be aprropriete, The visit of the
Jepenese Nevy oll tenker Ondo &t the port of Hila, in April,
1936, could be brought to the attention of the Depertment of
State, with 8 request that this matter be investigated further
by that Department tc the and thet it may be rede the besis
of diplomstic represantetions to the Japanese Covernment,
pointing out that such visits ere ob jectionable to this Covern-
ment and thet in the future they will not be permitted, except
under such clrcumstences us Japanese men-of-wer sre permitted
to visit imericen ports.

37 It 18 not belleved thet eny sdditicnel stetu-
tory suthority is necessery to pemit a proper handling of
such sctivities as heve been reported in referance, nor is any
edditionel legisletion recommended. This siturtion might well
be brought to the attention of the Prasident of the United States
to the end that he msy, through thm proper depertments of Covern-
ment, communiceate with the Governor of the Territory of Hewaii
end the Federsl and Territorisl officisls sppointed by him in
thet Territory, directing them to investipate snd to take such
meesures 45 msy be necessery to bring to justlice sll viclstors
of either the Espionage ict or the laws of the Territory of
Heawaii,

B4 Summarizing, this office is of the opinion
that existing laws are sufficlent in gensrsl to protect the

=l4-
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interests of the United Stotes, end thet action depends

primaerily on proof &s to fmet end on a disposition to
aot.

—SECHEL,

G. J. ROWCLIFF

AFFROVEL September 18, 1936.

Claude A. Swenson

Secretary of the Nevy.
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COPY=ACW

oW }{L Received at the War Department

%,

80 WIT . August 3, 1937,
5145 A,

From: Msnila.
To: The Adjutant Gensral.

Tientein quiet Japanese has tmken over police
gontrol of lst special area. 2,000 Japanese troops reported
arrived here by railroad yesterday. No confirmation obtainable
here of persistent rumor northward movement of troops Centranl

Oovernment along Tientsin-Fukow line.

MO ANDREW-HOLBROCK ,

Received AG0 9:38 August 3, 1937,
Reoeived Mimec. Div. 9:40 A.M, Auvgust 3, 1937.

AQ 380.3 (8-3-37)(Misc.) ACH

War Department, i.,0.0., August 3, 1937.-Toi0=H.
BY SPECIAL MESSENGER 9:50 A.M,

COPY TO: m-Yor Stafr. foosavalt Library
Frank
|,
\ B i

!‘. .9 (9/27/b8)

b p=2q-20

Bimaturg- 9V$"
CONFIDENFA



COPY OF RADIO RECEIVED AT THE WAR DEFT. 8-3-37, 3;E50am.

(RECD AGO MISC DIV 9;40am)

AQ 380.3 (B-3-37)(Misec.)
From MANILA -- To The Adjutant General:

Tientein quiet., 40 Japanese planes in air sarly
today seem to have gone south. Japanese now taking over
police control of lst special area with consequant
excitement among Chinese police of this area.

MCANDREWS - HOLBROOK

AG 380.3 (B-3-37)(Mise.) ACW/mh
War Department, AGO, Aug. 3, 1937 - To: G-2, BY SPECIAL MESSEIGER
9: 50anm

o

P
r

p.
Copy made in AGO for Chief of Staff.
| .r:ru_r'_‘f‘,'i'
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WAR DEPARTMENT FSF: )»{o/"

OFFICE OF THE CHIEF OF STAFF
WASHINGTON, D. C.

SECEET August 24, 1937,
c COPY.
MEMORANDUM FOR THE ADJUTANT GENERAL:
Flease send the following radiogram, in double code,

to Ceneral Macirthur:

He your forty-seven WIJ the decision to recall you

Bumber 92. for duty in the United States was reached only after full
Sent in "Secret"
Code, 7:10 FN, consideration of the wany aspects of continuing upon your

B=24=37 - (MWW)
present duties an officer of your high rank and prestige.

That decision cannot be considered as in any sense a
disciplinary action or as implying any criticism of the
gonduct of your duties. On the contrary because of your
outstanding record and comparative youth the Commander-in-
Chief feels that the very qualities which make you of great
valus to the Commonwealth of the Philippines call for your
continued cloee contact with the armed forces here at home.
Thies is especially true becsuse of existing world conditions.
In view of your absence in the United States the
order for your relief will be modified so as to prescribe
your return ou the transport leaving kanila at the end of
February unless world conditions make it necessary for you to
return sooner, and to avold the poseibility of any unfavorable

futar
interpretation this order will be ilssued 1:1 tht nu..r_l_ﬂ_n"m“ Liboary

DECLASSIFIED

Uul DIK. s200.9 (8/27/68)
Date- 2- f'!'*-s-'?
Eimmatureas M .#(#-1



CORRECIED COPY.

The President requests that you express his apprecistion

to President Quezon and High Commiesioner McKutt for their
radio and endorsement of you giving them the gist of this
radio, which will acquaint ¥r. Queson and ir. Mclutt with
the fact that their views have been received and that the

foregoing covers the decision of our President.

CHAIG.
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w u. 193‘?.
MFMOFANDUM FOF THE ADJUTANT QGENERALg

Please pend the following radiogram, in double code,
to General MacArthuri

He your forty-sevem WIJ the decision to recall you
for duty in the United States was reached only after full
coneideration of the many aspects of continuing upen your
present duties an officer of your high rank and prestige.
That decision canmot be considered as in any sense &
diseiplinary action or as implying any criticism of the
conduet of your duties. On the contrary because of your
outstanding record and comparative youth the Commander-in-
Chief feele that the very qualities which make you of great
value to the Commonwealth of the Fhilippines call for your
continued close contact with the armed forces here st home.
This im especially trus becmuse of exlsting world conditions.

In view of your absence in the United States the

order for your relief will be modified so as Lo prescribe
your return on the transport Leaving Manilse at the end of
February unless world conditions meke it necessary for you te
teturn sooner, and to avold the poseibility of any wunfavoreble
interpretation this order will be issusd in the near [luture,



N

The Preaident requests that Fou express his appreciation

Lo President Queson for his radio and endorsement of you

giving him the gist of this redio, which will acquaint Mr,

Quezon with the fact that his views have beem received and

that the foregoing covers the decislon of our President,
CRAIG



: WAR DEPARTMENT
OFFICE OF THE CHIEF OF STAFF
WASHINGTON, D. C.

Avgust 3, 1937

MFMORANDUM for Homorable Stephen Early,
Secretary to the President:

1. Herewlith are the opinions of the Judge Advocate General
on specific questions brought up in our conversation yesterdsy,
and also excerpts from the records covering the general subject of
officers of the United States Army on duty with the Commonwealth
Government .

2. The coples of letters herewith, formally signed by The
Adjutant General and by order of the Secretary of War, were written
in General MacArthur's office and he sent them to The Adjutent General
for signature. These letters cover the alleged attitude of the Presi-
dent upon the request of the President of the Commonwealth Government
in the detail of the officer in question and cover the granting to
him of almost unlimited authority.

3. All this happened before I became Chief of Steff and while
Mr. Dern was Secretary of War, and owing to the illness and absence
of Mr. Dern, the Chief of Staff as the Acting Secretary of War handled
the matter with practically no records except those given,which were
left in the War Department.

4. Since the present incumbent has been the Military Adviser to
the Commonweslth, there has been nothing thet I know of vhich hes
happened which would be open to military objection or censure, but
there might be a difference of opinion as to some of the views expressed
by the present incumbent ss to Commonwealth defense. Consequently,
there ig no military basis on which any action could be taken. Of
course if the President desires withdrewel, the Wer Department will
issue the necessary instructions, but in this connection I must again
reiterate my opinion that the object which the President has in view
of withdrawel will not be accomplished, es the present incumbent will
either retire or resign and continue in his present capacity.

s
P2 s S
LN o
Chief of Staff. (

encls.
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WAR DEPARTMENT
OFFICE OF THE JUDGE ADVOCATE GENERAL
WABHING TON

August 3, 1937

MEMORANDIM for General Craig:-

l, May the incumbent be replaced by another Ammy officer without
the request of the government concerned for such other officer?

Answer; If the incumbent was detailed fellowing & specific request
for him by name, the answer is "Ho".

If the incumbent was detailed following a general request,
the enswer is "Yes" - subject to the qualificetion that en expressed un-
willingness by the govermment concerned to accept the replacement would
be tantemount to a withdrawal of the original request,

O0f course, the President may at any time relieve the
incumbent, and there is nothing in the law requiring replacement,

The law in question is the act of May 19, 1926, as emended
by the act of May 14, 1935 (44 Stat, 565, as amended by 49 Stat, 218,
USC 10:540 /Supp/).

Note - To preserve secrecy I have made no search of the filea for

the original request for the incumbent,

2. If the incumbent should retire from the Americen Army can he
draw retired pay in addition to emoluments from the government concerned?

Answer: Yes, There is no objection on legal grounds, If, howsver,
the President of the United States should decide that perfommance cf the
duty under the government concerned is not in the best interests of the
American Army or Govermment the President could by regulation prohibit any
retired officer from serving im any capacity either the govemment con-
cerned or any government other than the Unitaed Statea,

3+ If incumbent resigns from the American Army cen he econtinue to
sarve the govermment concerned in his present capagity without the consent
of the President of the United States?

Answer: Yes, He becames a civilian, recovering his freedom of actinn,.
He would not expatriate himself by contimiing to serve the government con.
cerned for, until 1946 that government is not a foreign government., More-
over, until 1946 every officer of the govermment concerned must take an

cath of allegiance to the United States,

1t Library

IED Uty Wottters,

DUD DIR. s200.8 (8/27/08)

Eﬂlml, JnAtng\
The Judge Advocate General,

Date- 2-/¢- 59

81gnature~ (pmf#m,
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WAR DEPARTMENT

THE ADJUTAMNT GENERAL'S OFFICE

WABHIMNGTOMN

INREPLY 4G 093.5 Phil.Is.(8-3-37)

« MELORANDUM for the Chiaf of Staff:

Subject: U.S.army Officers on Duty with Commonwealth of Philippine
Islands.

l. According to the records of this office the following is a sum=
mary of the incidents leading to the appoiniment of General HacArthur as
e Eilitary and Naval adviser to the Commonwealth of the Philippine Islands.

&« The Honoralble Manuel Quezon, Fresident of the Fhilippine Senate
on November 19, 1934 requested the Secretary of War te furnish assistence
to the new Commonweslth Government as wane done in the cases of the Latin-
American countries. The VWar Department requested that the act of lLay 19,
1926, "An Act to suthorize the President to detail officers and enlisted
wen of the United States drmy, Navy, and Marine Corps to assist the govern-
ments of the Latin-American Republics in military and naval matters,"™ be
amended s0 as to include the Commonwealth of the FPhilippine Islends. The
amendment wae passed by Congress and approved by the FPresident on lMay 14,
1935.

b. Parasgraph 2, Special Orders, No. 220, War Department, Septenber
18, 1935, detailed General Douglas MacArthur to assist the Commonweelth of
the Philippine Islands in lilitary and Naval affairs. Attached are copies
of instructions to Generel HacArthur end the Commanding General, Fhilippine

Department.

¢« The following named officers were ordered to report to General
KacArthur for duty and to accompany him to the Philippine Islandsi

Lisutenant Colonel Dwight D. Eisenhower, Infantry,
Lisutenant Colonel James B. Ord, Infantry,

Eajor Howard J. Hutter, Ledical Corps,

Captain Thomas J. Davis, Adjutant General's Depertment.

Capteins Lucius D. Clay and Hugh J. Casey, Corps of Engineers, are now under
orders to the Philippine Department to report to the Military Adviser for duty.
Seven enlisted men were also directed to report to Ge hur for duty
and to accompany him to the Philippine Department.

or General,

Inclse —Phe Adjutunt Gonergl.
l=Copy Let. 9=18=-35 to Gen.lacaArtiur —
2=Lopy let.9-1E-35 to CuGeyP.Bapt.

Fe Ind Cfoy i [l foans ons Tt Degiriaam oy Hos P L




September 18, 1935,

M yelt Librualy
e e o ik E

General Douglas MacArthur, Uik, 9 (9/27/58
Chief of Staff, United States Army, DOU Libki. szo0.o co27/08)
Washington, D.C.

bate- - /§-5 7

Bignature- (Zz¢{ c}/»#dh

At the request of the Government of the Cormonwealth of
the Philippine Islands the Fresident of the United States,
in his diseretion that the public interest renders such a course
advisable, det=ils you to assist the government of the Common-
wealth of the Fhilippine Islands in military and naval matters,
You will act as the Military Adviser of the Cormonweslth Govern-
ment in the establishment and development of a system of National
Defense., You will take with you to assist you such officers and
such enlisted men as you deem advisable, You will confer and
advise with the President of the Commonwealth Government under such
conditions end arrangements as may be mutuslly determined and author-
izeds You amdyour assistants are authorized to accept from the
Commonwealth Govermnment the military offices and ranks and the com-
pensation and emoluments thereunto appertaining which have been pro-
posed by the President-elect of the Commonwealth Government on behalf
of the Commonwealth Government end which are hereby approved by the
Secretary of War, You are authorized to negotiate such changes
in sald offices end ranks and saild compensation and emoluments as
may be mutually agreed upon at any time by you and the Commonwealth
Government, Any such changes are hereby approved by the Secretary
of War,.

My dear General Macirthur:

You will take station at Manila and will establish headquarters
at the Santa Lucla Barracks or at such other plece as may be deemed
advisable by you. You are authorized to call upon the Cormanding
General, Philippine Department to vacate such buildings for this
purpose as you may direct, You are also authorized to call upon
the Department Commander to furnish you any additional officers or
enlisted men as may be required by you., He will also furnish you
with any help or assistance you may desire in the general overheasd
and maintenance of your headquarters. You are alsc esuthorized to
eall upon him for such service from his cempand as may be deemed
advisable by you in training the cadres for the mew Philippine Army,.
You are also authorized to ¢all upon him to furmish you for training
purposes on memorandum receipt such material as may be in reserve
in the FPhilippine Department. In general terms he will furnish you
every reasonable assistance and give you every possible help in the



accomplishment of the mission of establishing an adequate native
netional defense for the Cormonwealth,

You are hersby given the greatest latitude and gemeral suthority
in carrying out this importent mission, In all cases not specific-
ally covered you will use your own judgment and are empowered to call
upon the Department Commander for whatever assistance you may require.
Your mission must be accomplished - ways amd means are largely left

to you.

You will in addition carry out the verbal orders glvem you by the
Prasident of the United States and the Secretary of War and such other
confidential directions as may be transmitted to you from time to time.

The limitation of time on foreign service is waved in your case
end that of the officers and enlisted men at your headquarters. It is
expected that your term of service will be at least seven years and
probably much longer. Those under your immediate command will be re-
lieved when you so request, Your status will be that of command duty.
That of the other officers at your headquarters service with troopas.

You are authorized to confer directly with the Secretary of War,
the Chief of 3taff or the Deputy Chief of Staff on matters appertaining
to the accomplishment of your mission.

You and your assistants will proceed to Manils without delay. You
will travel by rail to San Francisco and take such American commercial
steamer there as will take you by way of Japan and China so as to enable
you to earry out the secret instructions appertaining thereto given by
the Secretary of War,.

You will stand relieved from duty on the Genaral Staff and as
Chief of Staff on December 15th, 1935.

By order of the Secretary of War:

E. T. Conley,
Brigadier Ceneral,
Acting, The Adjutant Ceneral.



September 18, 1935,
Instructions,

COMFIDOIT I

The Commanding General,
Philippine Department.

ls The President of the United States, upon the request

of the President-elect of the Commonwealth Government, has
detailed Gemeral Douglas Macirthur as Military Adviser to the
Commonwealth of the Philippine Islands to assist that govern-
ment in military and naval affairs and in the establishment
and development of a system of Natlonal Defense, He will
establish his headquarters at the Santa Lucias Barracks or at
such other place as mey be deemed advisable by him. You will
cause to be wvacated such builldings for this purpose as he may
require, You will furnish him with any help or asslstance

he mey desire in the general overhead and maintensnce of his
headguarters. You will detail to him any additional officers
or enlisted men he may require. You will make available such
gervice from your command as may be desired by him in training
egadres for the new Fhilippine Army, You will furnish him

for training purposes on memorandum receipt, sich material

as Be may require and which may be in reserve in the Philip-
pine Department, In general you will furnish every reasonable
asaistance and give every possible help in the accomplishment
of the mission of establishing an adequate native national
defense for the Commonwealth,.

2, (Genaral MacArthur has been given the gregtest latitude
and general authority to carry out his all important mission,
In all cases not specifically covered he has been empowered
to use his own judgment and ca®l upon you for whatever assist-
ance he may require, You will co-operate snd co-ordinate with
him to the meaximum degree to the enmd that there will be no
friction or handicap in the successful accomplishment of the
daeaired objective. It 1s of the gravest importance to the
United States that there be no failure and successful accomplish-
ment aa far as your powers are concerned 1s hereby madd rthe meost. scvelt Libragy

important peace-time mission of your command. BECL/ SSIFIED

By order of the Secretary of War: (1]1]1] IR, s200.9 (8/27/58)

Date- 7. /£~ s~ 7

E. T. Conley, o
Brigadier Genersdigmature. ¢ 2 ,4«.! :
Aeting The Adjutant Generals.

>



EXTRACT COFY

HEFORT ON MATIONAL DEFENSE
IN THE FHILIFPINES

By
Mnj. Gen. Douglas MacArthur

Military Advisar to the President of the Fhilippines

This letter met with sympathetic consideration in Weshington and result-
ed in the enectment of the desired legislation. Thereafter, upon mutual
sgreement between Fresident Roosevelt and Fresident-elsct Quezon, I was de-
talled to the post of Military Adviser to the Commonwealth, the appointment
to become effective upon the inauguration of the new government and upon my
reliaf as Chief of Stalff of the American Army. I iemediately selocted
several officers of the Ameriocan Army to serve as my assistants and with
them began the development of a defenss plan applicable to Fhilippine re-
quirements,

This report submitted by letter of April 27, 1936,
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S snpAzss meeLT TO WAR DEPARTMENT

CHILF OF EMGINCERS, U, £, A3MY
WaupneaTw, B, €, OFFICE OF THE CHIEF OF ENGINEERS

WASHINGTOMN
L LR LT E T -

September 18, 1937,

The President, I

The White House.
Dear Ur, President!

Hespeeting your purpose to appolnt me to the Maritime
Commignion upon the ndvent of the next vacancy, ae exnressed
at my vielt to Hyde Park on Monfay last, I am sending, mnclosed,
ag you directed, a form of Joint Resolution, and carrying letters,
for your slgnature, to the Spesker of the House., and the Chairman
of the Sennte Committee on Commerce.

I am quite certairn that I can Block out report cover-
ing my aselgnment in Hawall by the time Congress convenes, and
can complete it promptly at sny time thereafter. I ahall thus
be avallable to return to Washington immedistely upon notifi-
cation of your wishes in the matter.

Avolding undue repetition, I trust it is not inappro-
priate to exprese once more my very deep apprecistion of your
commitzent to me of the apvointment in comcern, and my complete
confidence of returning to you, and to the publle, effective
service,

And in approaching the expiration of my four years of
duty as Chiefl of EZnglneers, I cannot withhold a further brief
expressicn of appreclation of your always generous and encour-
aging kindliness and cordiality.

Sincerely,

.

Knjor Oeneral,
Chief of Enginesrs.

Encls.



January « 1938,

Honorable William B, Bankhead,
Spenker of the House of Representatives,
Washington, D, C.

My dear Mr, Bankhesd:

At my suggestion, Colonel Edward M. Markham, Corps of
Englaeers, has remalned on the active list of the Army since the
expiration of hie term of office as Chief of Englnesrs.

It is my desire and purpose that the Government shall
esntimis to have the benefit of the services of Colonel Markham,
whose abllities and qualifications should be avallable for more
important duties than those normally sxsreised by m Colonel on
the active list, I therefore recommend that leglelation be
enpcted mathorizing the appolntment of Colonel Markham mo a
member of the Maritime Commiasion, for which he is peculiarly
well fitted by his background and talents. To the end desaribed,
I an sending you the enclosed draft of a Joint Resolution, which,
favorably acted upon by Congress. will accomplish the purpose in
vigw,

Very sincerely yours,

FRAMELIN D, ROCSXVELT,

Encl,



THTH CONGHESS

WD SESSION
H. J. FES, __
IN THE HOUSE OF REPRESENTATIVES
JANUARY _ , 1938
Mr. intreduced the follewing jeirnt resslution:
which was referred to the Cormittee on Merchant Marine and
Flaheries.

JOINT RESOLUTION

Authorieing the appointment of Colomel Edward M. Markham, Corps
of Englneers, United States Army, ms a meober of the United
States Maritime Commiseion.

Hesolved by the Senate and House of Depresentatives of
the Tnited States of Americs in Congress assemtled, That the
President is hereby suthorized to appoint Colonel Edward M.
Markham, Corps of Engineers, United States Army, to any
present or future vmcancy in the membership of the United
States Maritime Commisslon; and ncceptance of such office by
Colomel Markham shall not affect his status as an officer of
the Army on the active list! Provided, That Colonel Markham,
wille serving as a member of sald Commiesion, shall not draw
eny pay aa an officer of the Army, but shall receive only the

ealary to which he is entitled as a mesber of the Commieslon.



Jamary « 1938,

Bonorable Eoyal 5. Copeland,
Chalrman, Senate Committee on Oommerce,
¥ashington, D. 0.

My dear Senator Copeland:

At my sugpestion, Colonel Bdward M. Markham, Corps of
Engineers, has remalned on the astive llst of the Army since tle
explration of his term of office as Chief of Englneers.

It is my desire and purpose that the Government shall
continus to have the benefit of the wervices of Colonel Markhas,
whose abilities and qualifications should be available for more
important duties than those normally exercised by a Colozmel on
the mctive list. I therefore recommend that legislatlion be
enncted suthorizing the acpointment of Colonsl Markham am a
member of the Marltime Commlssion, for which he is pecullarly
well fitted by his background and talents, To the end desoribed,
I am sending you the enclosed draft of a Joint Eesolutlon, which,
favorably acted upon by Congress, will sccomplish the purpose 1n
view.

Very sincerely yours,

FRANELIN D, ROOSEVELT,

Encl.



THTH CONOHESS
2ND SESSTON

8. J. HES,

I¥ THE SENATE OF THE UNITED STATES
JANUAEY __, 1938
Mr, intreduced the following Jolnt resclutlon;

which was read twice and referred to the Committee on
Commerce.

JOINT RESOLUTTON

Authorieing the sppointment of Colonel Edward M. Markham, Corps
of Engineers, United States Army, 88 & member of the United
States Marltime Commission.

Besolved by the Senate and House of Hepresentatives of
the Thited States of America in Congress mssembled, That the
Presldent is hereby anthorized to appoint Colomel Edward M.
Morkham, Corps of Englneers, United States Army, to any
present or future vacenoy in the sembership of the United
States Maritime Commission; and acceptance of such office by
Colonel Markham shall not affect his status ne an officer of
the Army on the motiwve listi Provided, That Colomel Maricham,
while serving as a mezber of sald Commission, shall not draw
any pay an on officer of the Arsy, btut shall receive only the

ealary to which he is entitled as an member of the Commlssion.



Dctober 23, 1987

The President,
The White Houss.

In re1 Crestion of am "Advisory Bosrd for
Industrial Mobilization™.

Leer Mr. President:

After much study and sttemtion to the plans for the mobili-
wation of the industrisl resources of the nation ss suthorized by
the Naticnel Defemse Act, I am of the firm opiaion thet it is highly
advisable that our plems be dispassicoetely reviewsd by m competent
group of eivilian suthorities.

To this end I eat for your eonsidersation the crestion
of such an orgecization (1) to examine our plans; (B) to determine
whether they ere sound, practical, sdequate snd in mcoord with Amaricsn
prineiples; and (2) to make recommendations of messures to lnprove the
readiness of the seonomig structure of the natiom to assume the bur-
dens of national defense. In mocord with this suggestion, I encloss
herewlth:

"A Buggested Procedure for the Creetion of an Advisory Bosrd
to the Assistant Becretary of War on Industrisl Mobilimation®™, - whigh
embodies the following!

1. ™0utline® of proposed Prosedurs

8. FProposed "Executive Order®

3. SBuggestions for Membership

4. OQutline of Letter of Invitation

5. Proposed Letter from you to the Members

&, Outline of Proposed Or:l Direstive of
Aseistant Becretury of Wer



The President
Page Two
October B3, 1937

7. Buggestions ms to method of Reimbursement

I realize thet this may not be an opportune or des!rable

moment for any ssnounoement, in that Jingoes might give such
announcement an unfair

and uowerrented interpretstism of prepara-
tion for immediete war,

At your convenience I should like to discuse the metter
with you,

Falthfully yours,




-

A SUGGESTED PROCEDURE
FOR THE

CHREATION OF AN ADVIBORY BOARD TO THE ASSISTANT
SECEETARY OF WAR ON INDUSTRIAL MOBILIZATION




QurLiNe

oF
Proceoure



1937.

QUTLINE OF PROCEDURE

1, In the preparstion of the attached drafts of the directive and
letters necessery lor the orgsnisstion of the Advisory Board for the
Mobilimstion of Industry, the methods of creation of the Wer Department
Spacinl Committee on Army Alr Corps, July, 1934) the War Industries
Board) the President's Aireraft Board of Septesber, 1925) snd & nuaber
of the boards and councils of the present adainistration were cersfully
sxeained with a view to determining the best procedure.

2. The following plan 1 suggested:

8. BExecutive Orer cresting the Advisory Poard for
Industrisl Mobilisstion.

b. Selection of Board membership, (A tentstive list
is inclosed.)

go Letter of inguiry from The Assistent Secretery of
War %o the selected members asking whether or not
they will be willing to serve on the Board,

4. Upon significetion by the Board Member thet he
will serve, letter of appolntment from the
President,

2. At the Tirst meeting of the Board, directive and
orientation tslk by The Assistant Bécretary of Wer,

3., A discussion of methods of psyment is included, It will be
noted thet the Bxecutive Order in g, sbove, ia not included under
altarnative relsburssment program,



ExEcuTivE
ORDER




Crection of The Advisory Board for Industrial Mobilisstiom.

WHEREAS, the mopt effective meann of insuring peace is to be pre-
pared ageinst wer, and

WHEREAS, the successful prosecution of modern werfare, should the
defense of the metion require it, is directly dependent upon the sbility
of the nation to produce the requisite mumitions end supplies, and

VHEREAS, under Section Se of the Nationsl lefense Act The Asslstant
Becretary of War, under the direction of the Secretsry of Far, ls
charged specifieslly with the sssurance of adequate provision for the
mobilisation of matédrisl and industrisl orgenizations essentlsl to wer-
time needs, mnd

WHEREAS, the Wer ond Navy Departments, in sccordance with the pro-
visions of the National Defemse Act, heve, in Septesber, 1976, completed
the Industrial Mobilisation Plan, snd

WHEREAS, the burden of producing smitions of war will fall upon
privete industry snd the psople, and the hardships incldemt thereto
reach svery citiren of the matiom,

WOY THEMEPORE, 1t is highly scviseble that plans for the mobilims-
tion of the industrisl resources of the nation be dispassionately re-
viewed by an suthoritetive group of civilisns and sccordingly there is
hereby crested an orgonisstion that shall be known sr the AINISORY
BOARD POR INDUSTRIAL MOBILIZATION, which shell examine the plans for the




mobilisetion of material rescurces prepared uncer the Notional Lefense
Aot snd shall determine whether they are sound, precticsl, sdequate and
hwdﬁmmﬂnﬂmummumu{
measures that will ummmﬂmmmmor
the nation to sesume the burdens of the nationsl defense.
Mnlulﬂnmhumu-rh-mnuﬂhmwmm
pmﬁmm“mmllnmwhmhnnuw
of War.
The members of the Board shall ba compenssted for their services
and expenses &n prescribed by the President.
thtfuﬂliﬁltdh'uhprﬂiﬂllh“m!hhhhﬁl
Board in the prosecution of its fumctioms.
r«mwdwmh—dumm
iﬂﬂ.ﬂﬂ]hhﬂ!ﬂhﬂiﬂhhﬂdﬂﬂlﬂﬁfuwm—
{1izstion from the appropristicn suthorized by

FRANKLIN D, ROOSEVELT.

THE WHITE HOUSE
1937.






PERSONNEL OSUGGESTED FOR MEMBERSHIP
oN
PALVISORY BOAKD FOR INDUSTIIAL MBILIZATION®

1. "Elder Statessen® with experience gained in the World Wer, (Three

to be selected):
Bernerd M, Baruch, ‘%
Chairmen, War Incdustries Board, 1918,
Benedict Crowell, 68

Aselstent Secretary of War end
Director of Sunitions in World Wer.

Frunk 4. Seott, 6l
Former President, now Chelrman of Board,
Farner sod Swassy Co., Cleveland, Ohloj
Chairmen, Generel Munitions Board and of

Genervl James G. Harbord, n

Chsirman of Board, Radio Corp. of Americsj
m' m 'r hﬂ 1.”4, 1"}1-".'

Walter 8. Gifford
Presldent, hu-iunm.mhl. Co.j
Comoil of Natlonal lefense, 13516-1d.
2, Hen qualified to pass upon the effect of the plen on the ecomoalc
setivities of the mation. (Two to be selected):
Harold G. Moulton, 53
Economist, President of Brookings
Institution since orgenizstion in 1928,

Virgil D, Joxden, i
Economist, Nationsl Incustrisl Conference

52




]

1, Industrialists qualified to sxssine the plans with refersnce to
thelr effectivensss in Industry, (Three to be selected):
Esnneth K. Kingsbury, %
President, Standard 011 of Califernis,
Donaldson Brown, 52

¥illism F. Barrett, 5l
Vice President, Union Carblde end Carbon Corp.

Willism G, Marshall, 49
Vice President, Westinghouse Elsctric anc

Manufscturing Co.

Lewis H, Browm, i3
Preanident, Johns=Msnsville Corp.

Edward R, Ih‘l-ﬂuilll-, l'h, J?
Chairsan, Finance Cosmittes, U, &. Steal Corp.

indrew W. Fobertson, 5T

(heirman Board, Westinghouse Electric snd
Hemufacturing Co.

Calvin Verity, LB
Exscutive Vice Prosident, imericen Rolling

L., Mesbars to consider the ;lens from the viewpoint of labor, (Four
to be selectsd)s
Edwary MoGrady,
1 Hepresentative from A.F.L.
1 Representstive from C.I.0.
1 Hepressntative from Rallwsy Drotherhoods,




5 Msmbera to reviss the plans From the standpoint of the civilian
populstion, (Three to be selected) of group in parentheses, one
mnly to be selected):

Colonal Lecmard P. dyres, ‘ﬂ
Mmmﬂ‘lhthuu, #ar Industries Board,
Priorities Board, Coumcil of Natlional Defense,
mmmmmumm.
Chlef Stetlsticel Officer, 1.5, Army sad
AXF., as Calouwal, 0.5,
Viee President, Cleveland Trust Co,

Jomes 0. Adler, i5
Vice h-lid-t, Wew York Times,

(Harry Emsrscn Posdick, 58
Hector, Riverside Church.)

(habbi Stephen 5. Wise &
Free Bynagogus, Hew ‘Ink.)

(Bishop Jumes Edward Freeman, T
Bishop of Washington, I-‘.l: )

{Mgr. Joseph M. Corrigen, si
Eoctor, Cathslie University.)






Lear Mr, 1
Will you please examine the inclosed Exscutive Ordar,
n;roun-,nhuﬁhhmwtumﬂumhw-

ness and feanibllity of owr plsns Tor the mobillsation of industyy in

the unfortunate eveat of war,

As Assistent Secretury of War, I sm charged by the Netionel De-
fense ket with the assursnce of adequate provision for the mobilize
tdon of metdriel and industrisl organisstions sssentisl to war-time
needs. In the prosecution of this duty I am foreibly imgressed with
ﬁl'hﬁn-hhhm,lfluﬁﬂnﬂ.dhrmuupnu,ﬂllplm:m
the entire industrial structure snd the people of the nation., Wer is
no longer simply s battle between armed forces in the flald—it is
& struggle in which esch alde strives to bring to bear sgainst the
enemy the coordinated power of every individusl end every material re-
source at its commend. The conflict extends from the saldler in the
most forward line to the humblest citisem in the remotest hamlet in
the rear,

Accordingly, sinee the burden of wer must fell so drastic:lly
“hmﬂtndprhnhm-thm,u-lm
advissble to obtein & nonmilitery review of the plans which have been
“lﬂhﬂmnﬂndmwhmmr“m
sound, adequste, end in sccord with Ameriesn prineiples. Our aim in



creating the Board, therefore, 1s to organize a group of gqualified
representatives of industry, leber, and of soclel snd humsnitarisn
interests, to scrutinise as suthoritative civilisms the Industrianl
War FPlens of the militsry establishment.

The President has asked me to inguire if you will consent to
serve on this Board. The final appointment, should you sequiesce,
will, of course, come from the President.

Unfortwnately, our appropristion does not permit us to compen—
sote you in s manner et all commensurate with the velue of your serv-
fces., These sorvices must be, therefore, to a large extent woluntery,
although all your expenses will be covered,

It is expectsd to cell the first meeting of the Beard on or about
end it ip belleved that thorough examinantion

of a1l of the elemsnts of the Industrial Mobilisation Plans cen be ef-
fected in meversl sittings of the Board, with imtervening recesses for
examinstion ond analysis.

¥ill you kindly let me know at your sarliest convenience whether
you will be eble to serve on the Board?

da the organisstion is still in the formatiwve state, it 1i»s re-
guested that you consider thie letter ns confidemtial,

Sineerely yours,

LOUTIE JOHNSON,
The Assistant Secretary of War,



PRESIDENTS
LETTER



My dear Mr, ]

Imunmwmwnm“uummm
mmrnhmwlmu-umﬂﬁmmmnmmunn
!mhtmmuuhimlmﬂxmm
you to meet ot an .
I feal ﬂ-trmﬂrvaUhmmmhiuumu
thet Plane for the Nebilisation of the Netlon's Industry in event of
war ars sound and precticsl,

Very sincerely,




L



ORAL LIRECTIVE

To be given by The Assistent Secretery of War et the first meet-
ing of the Advisory Board for Incustrisl Mobiliention.

Gentloment
Iummumdmmummw“m

“Sec. 5a, Hereafter, in sdiition to such othar
duties as may be assigned him by the Secretery of War,
ﬁ-m:mnrhr,wmm#
.ﬁlmoflulnuhwﬂihmmnm
of the procurement of all military supplies end other
tusiness of the War Department pertsining thereto snd

the & of adequate provision for the mobilisation
of ma and industrisl orgsnisstions essentlsl to
war—time needs.¥

In sccordsnce with this msndete the Planning Breneh of my office
hu,lmiummmmlm,dmmﬂmmmpﬂ-
rlﬂﬂdnufm-dﬂqhﬁplmfurmﬂﬂmﬂmdﬁ-h—
mlm#huunmhlhm“uﬂdend
socisl nnd ecomomic distrese in event of war, Coordinstion with the
lauhnbmmhymduuhwlﬂlwhlﬂmm
ﬂﬁjnﬁtﬂwﬂﬂﬁﬁr-&huhq—r—ﬁhurﬂulhﬁh
the Industrisl Mobilisetion Plsn of 1936, which lays down the baslc
prlutpluudpondufwﬁ--hﬂinund'wmn
of the nation in evemnt of war,

hmdﬁ“hﬂ:m,mmn-ﬂm
-ﬂtﬂhmi#ﬂllhﬂnppuﬂnlfumhofﬂuﬂ-
ments of the industrisl mobilisstion progrom—cosmodities, power, fuel,
trsnsportation, etc.



I am going to resd from the introduction to the Industrisl Mobili-
sation Plan, Parsgreph 1, Page VII,

"Complicated weapons and machines are used up rapldly
in war, Armies and nevies must not only be well supplied
initially but maintenence must be adequate end contimmous,
Thus, the success of a modern Tighting foree is directly
and immedletely dependent upon the =hility of the natlon's
resources to satisfy promptly its requiremsnts in tions,
In sddition, throughout the duretion of the wer the natlon
mast continue to provide sll the materiel things upon which
the health snd well-being of its population depend., War inm
no lenger simply a battle betwesn armed forces in the field—
it is & struggle in which each side strives to bring to besr
ageinst the enemy the coordinated power of every individusl
end every materisl resource at its comasnd, The cenflict
extends from the soldier in the mest forwnrd line to the
hmblest eitizen in the remotest hamlet in the resr,”

It is for this resson that this Board has been crested, It is felt,
since the burden of wer will reach every individusl in the nation,
that the opinion of a nommiiitary body should be cbtained to sszsure us
that the plans will be effective end thet they ere in accord with soelsl,
humenitarian snd industrial prineiples, as well es with Amerlesn trodi-
tion,
The following spproach to the problea is suggested:
1, g+ Exsminstion of the 1936 Mobilisation Plan,
b. Exsmination of esch of the subsidisry plans prepared
thereunder,
8+ Exsmination of the agemcles for coordination by the
Army end Nawy,
2, Answars to the following spscific gquestionan
fs Are the besle policles set forth in the Industrial
Mobiligation Plan sownd? If not, =hy not?



b+ Are the organizations crected in the plan adequate?
S« Are the methods for the utilisstion and coordination
aof the industrial wer a&ffort practical?
£ Are the sssentisl needs of the civilian populstion
suf {ficiently cared for?
8 Is there adequate provision for transition from pesce
to war?
L. Ia the allocetion system sound?
g+ Is thers sufficient coordinstion between the Army and
the Newy?
h. Are the plams and proposals set forth in sccord with
the principles of Americenigm?
4. ¥ill the plans work?
3. Such recommendstion sz the Board may ses it to make &z to
messures which would lmprove the sbility of the netion's industriel and
soglsl structures to ssmme the burdens of the naticnal defense,



MeTHODS

Remm-



LISCUSSION OF METHODS OF REIMBURSIMENT OF ALVISOKY BOARD FOR
INTUBTRIAL WOBILIZATION
The servicea and expenses of members of the Advisory Board for
Industrial Mobilisstion may be reimbursed by either of two methods:
1. Ey allecation of emergency funde under control af the
Presicent. Foutine iw ar follows, -

As Secretary will sake request to the Presicent
for sllecttlion fros emergency funds.

k. This request ls tumed over to the Buresu of
the Budget which prepares & ‘irective to itself for the
President's signature authorising alleestion,

Noter It should be noted thet, normally,under Executive Order
T298, Februaxy 18, 1936, the Executive Order eresting the id-
vigory Boar: for Industrial Mobilisstion would be cleared by

the Buresu of the Budget anc the Attorney Genersl before sub-

alssion to the President. Under such comditions clesrence of

allecation of funds by the Buresu of the Budget would be auto-
mutic, In the present instsnce, should the Executive Urder be
taken up ‘irectly with the President, the opinion of the Buresu
of the Budget us to practicebility of obtaining necessary money
from Emergency Muncs will be rendered at b, rbove,

£+ Buresu of the Pudget submits this directive to
the Tressury, which issues warrent semding ssme through
the Comptroller Generrl for coumtersignature,



4. dcooumts Division of the Tresrury submits wer-
runt end ellocation mumber to the Chief of Finence, who
may then meko psyment upon voucher from Chelirman or Fe-
corder of the Board,

7« By employing mesbers ar sxpert advisers to the Jeeretery of

fer, reizbursing them from current Army o propristlons.

£+ Under thie method mo Ewecutive Order cresting o
boerd or council may be issued, Esch member will receive
e lettar of appointment from the Searvtary of Wer, which
letter is filed with peyroll sigmed by Chalrman or lecerder.

b. The Adjutent Gemeral instructs the branches to el-
locate pro rete sums {roam thelr eppropriations,

§+ Bronches then set up an allotsmnt for this smount
with the Chief of Finanee who will muke pgyment on voucher
from Chairmen or Hecorder of the Board,

The majority of the ssmbars of the Board should be content to serve
with reimbursement of thelr expenses. Certain mesbers may, however, re—
quire aciitional peygemt. No additionsl procedurs is required in -uch
svent, Voucher from Chalrsen of the Board will specifly smount %o be
peld sach member,



coEhERTIN p

WAR DEPARTMENT
NAVY DEPARTMENT

November 11, 1937.

The President,
The White House.
Dear Mr. President:

With reference to your memorandum of October 21, 1937, re-
lating to Coastal Frontier Defense Joint Air Exerclses, the following
exercises are planned for F.Y. 1938, and, subject to availability of
funds, for the F.Y. 1939:

Exercise Location Date Forces
No. 3 Off Chesapeake Capes May, 1938 Units of the U.S5.Fleet,
(NOTE: No. 4 held on West Coast in August, 1937.)) Neval District Forces,

No. 5 East Coast 4th Qtr. F.YX.1939 Units of the G.H.Q.

e S S S i St N

No. 6 West Cozst ird Qtr. F.1.1939 Alr Force.

In addition to the foregoing, U. 5. Fleet Landing Exercise No. 4
will be held from January to March, 1938 in the vieinity of Culebra
Island, P. R. The Training Detachment, U. £. Fleet, the East Coast Con-
tingent, Fleet Marine Force, and an Army contingent of 500 officers and
men will participate. Subject to availability of funds, a similar exer-
cise (No. 5) is planned for the F.Y. 1939.

Minor joint exercises, arranged and carried out by the commanders
concerned, are encouraged. Such an exerclse was held in April, 1937, in
the Hawaiian ares by the Commander-in-Chief, U. 5, Fleet, and the Command-
ing General, Hawaiian Department. The proposed location of Fleet Problem
XX in the vicinity of the Canal in the F.Y. 1939 may make feasible a sim-
jlar exercise in the Panama aresa.

Franklin I".‘I‘xc:navalt Library
DZGLASEIFIED = K ot
DOD DIR. sz00.0 (8/27/58)

Secretary of War.
Date- 7-,9-59

Signature- é““"‘?‘@mﬂ
Secretary of the Hawvy.

o 4 T
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=t {A :
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uﬂ-mrm'mnm/y},k:'// boton il 2 ' \
b REPLYING REFER TO / OFFICE OF THE CHIEF OF ORDMNANCE

" . Vel o

December 15, 1937

MEMOFANDUM FOR:s The Chief of Steff.

1. The following shows the present stetus of the design and development of
high priority items of egquipment.

Antisireraft

A 37-mm., Browning sutomatic gun (3000 f/s) and wount will be tested zt
the Aberdeen Proving Ground during the week of December 20, 1937.

A 37-mm. sutomstic gun (3000 f/s) of Ordnsnce design using the seme
mount &8 the Browning gun will be tested during the same period.

Two new 37-mm. sutomstic guns (Browning 3000 f/s) with & higher cyeclic
rate of fire (minimum 100 rds. per minute) are in process of manufecture by Colt's
Petent Fire Arme Corporetion, with delivery scheduled about August 1, 1938.

Prices and delivery dstes ere being obtuined on 37-mm. Rheinmetsll end
40-mm, Bofors A.A. guns and mounts., Inforaution will be aveileble shortly.

Adreraft

Six 37-mm. sutomstic guns (Browning 2000 f/s) hove been ordered from the
Colt's Paotent Fire Arms Company with delivery expected sbout July 1, 1938. These
guns will fill the requirements of the Air Corps, &8 expressed in their letter of
recent dote.

One 37-mm. sutom:stic gun (Browning 3000 f/e), end one 37-mm. sutometic
gun (3000 £/s) of Ordnance design, same =5 under "Antisircreft® above, will be
tested the week of December 20, 1937.

In addition to the sbove one .%-in. sutomatic gun is being manufectured
et Rock Islend Arsenal with delivery expected by Februsry 15, 1938, and one
l.1-in. autometic gun is being prepered for manufecture &t the watervliet Arsenzl.

Designs are slso being drawn up in the Ordnence Office for a .9-in.
gun of the blowbsck type.

The following guns have been ordered from abrosd: Four 23-mm. Hadsen
type (not yet celivered but expected shortly), two 20-mm. Rheinmetall guns,
delivered at the Aberdeen Proving CGround, one 20-mm. Hispemo—Suiza gun, not yet
delivered.

Design studies of 75-mm. ALA gun ere being made in the Ordnance Office.



Two 37-mm. sntitank guns snd carrieges (2600 £/s - 1l.85 projectile)
will be resdy for test on February 15, 1938.

The following entitenk guns have been purchssed abroed £nd &are now
6t Aberdeen Proving Ground: One 37-mn. Rheinmetsll sntitank gun and mount;
one 25-mm. Hotchkkiss sutomstic gun ond mount; one 20-mm. Solothurn sutomatic

EUn.
Tank Armement

The new medium tenk is to be equipped with at lesst one 37-mm.
sotitenk gun., In addition, it will mount six cel. .30 machine guns,

lenks

The new medium tenk for the Infantry has nearly completed its
ghop test st the Fock Islend Arsenal end will be delivered to the Aberdeen
Proving Cround about February 1, 1938.

10 o

This equipment is practically completed at Rock Island Arsenal
and will be deliversd to the Aberdeen Proving Ground for test Janusry 15,
1938.

—

%

¥. H. TSCHAPPAT
Major General,
Chief of Ordnunce



December 29, #93%.1 i, 1. Roosevelt Library
DEGLASSIFIED
Mr, Bernard M, Baruch, DOD DIR. s200.9 (/27/88
597 Madison ivenue, 57
New York City. batez 2-16-
My desr Mr. Baruchi Py _(ima(,d’/m

1 need not state thet the subject matter of your letter of
December 24, 1937, has for months glven me deep concern. Your continued
nmaumm.mﬂmqutumu-—,au perticularly
your offer to help, are encouraging indeed,

> hmmWW,htumhtntmtqmu
&re besed upon the mew Protective Mobilisstion Plan recently prepered by
the War Department. mhpluhuhmld-n-nmltnrnrmt
-m-unrmwmwuranuumhmmumm,
uﬁmhmuiulmunmmm.numhrmm
foree considered sdequate for nsti-mal security. The needs of this minimum
romfor-nittm-nhllppuddﬂurrm-nmhmhndnrfmm
production. This new production must come almost entirely from private
industry. hrwmnmhrwm;bmmumt
ﬂusnhhfnhmufmmtmhtlmwmldnm
hmmmmurmmmuﬂn. There ir sn irreducible
liﬂnnfﬂum-w.hm,twlﬂnnrhmnihﬂfhm

1, The problem of smsunition supply is felrly setisfactory,
Fith some important lmitetions, the minimwm smsmnition recuireaents of the
Protective Mobilisation Plen can be met. Much removation will be required,

necessary. Deteriorstion of emmunition has been severe, but not in excers
of that estimated. Some replecesent hes slresdy been effected.




3« TYour understeading thet the cepacity of this country
for sackeless powder 1o now 40,000 pounds per day end that o minimun of six
2onths would be required to obtaln quamtity jreduction is correct. The pro-
curement of & ressrve of speclal machinery, such s2 hydreullec presres, would
materinlly lesssn the tims to secure quantity production. Grester current
produstion would also halp,

4. The requirements of the protective foree for riflec emd
aschine juns must necessarily be mupplied “rom existing stocks plus new
production. New production sossibilities for thess fteme are not st all
promising. OGevere shortages will ococur in emtiairereft snd smtitsnk gums,
in semisutomstic shoulder rifles, and in col, ,50 mechine pums. A reserve
of speclsl mechinery would meterially improve this scerious situation,

5. There ia no existing supply of ddes, Jigs end flutures
for mmitione produstion owtslde of the smell stocks at the sperating sr-
eemale, and ¢ limited quentity ressining from the World War.

6. With regerd to production of items for the Hawy, the Nawy
bBepartment preparer 1ts own plens, but the Army snd Nawy lhmitlons Board is
#o ellocating preduction frcilitier sz to minimize conflicts and competition
betedsn the Ywo services,

With refersnce to the stetememt in your letter - "snd 2o on ed
in{initua® - it mey be sedd that the shove are only some of our difficult

preblens.

In reply to your squestion: "What can be done about 117" the
snswer is - WONEY ND LEGIL AUTHOMITY FOR:

- Aumentetion of wer reserves for finished sunitiong —
s proxtaataly $500,0005000¢
in eppropristion of mpproximstely sne-half billion dol-
lars to elininate the shortsges In stocks of griticsl finished items of the
war ressrves shich should be om hand on M-Day to equip and ssintain the
?ml.m,m-u sobilized under the paw fer Departemt Protective Nobile
“M!h-

It would require spproximstely an sdditionsl helf billion
dollars to provide = wur ressrva of spproved stapdani items essentizl to
the combat efficiency of these seme 1,000,000 men.

The figure of 1,000,000 men hes s politicsl wignificencs,

slnee Tor yeprs it has had congressionsl spprowsl n: m basis for the reten-
tim of war rescryves,

k- Wﬂl
/ aroduction olens — »000,

——



These Mumds would provide vitslly necessary lunspection

sages snd, rhen lesal suthority is ebieined, by comtrsct with importent
allocated firme, =

(1) Analysis, from & production viewpoint, of
drewings and spocificetions fumished by the
Covernment.

(2) Development af production plans.

(3) Determinstion of requirememts for special alds
to memmfecture, preparstion of drewinge for
same, snd determination of sources fer supply.

(4) hetusl scquisition by the Govermment of o
limited stock of these mamufecturing aids to
insure prompt initistion of production at the
plants involved, in an emergency.

g Specisl mechinery for wer production — spproximately

$28,000,000.

This would provide » mucleus of the speclal machinery
for the mamufacture of such itema as smokeless powder, high explosives,
small erms smsomition, eel, .50 mechine gune, contrifugelly cest snd cold
worked cenmon, and ges maskes, snd thus reduce the time to get into quantity

h
sxisting Goverpment estsblishments — epproximately Eﬁlmn:m.

These machine tools are needed to replace sld snd cbsolete



=

P de to what you cem do to help, you of course slrecdy see the
answer, Ho ome in the country is mare fsxillar with the problems of ob=

tadning the suppliss necssonry Tor war ond no one speeks with grester
suthoridy.
Corddally yours,
LOUTS JoEMSON,

The Assistsmt Seeretayy of Tar,

LRI -
BT Y

- g4 -
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BERNARLD M. BARUCH
597 Madison Avenue
New York

Decembar 24, 1937.

Hon. Louis Johnson,
~gpistent Secretery of War,
Washington, D. C.

My desr Mr. Secretery:

Sgmething hes been lying very heavily on my

heart since my last visit with you. What would be the answers

to the following questions?

l. What is the condition of our smmunition?

2+ What is the condition of ocur gquns? I nresume the metel is all
right, but how sbout the carrieges? What facilities heave we for
meking modern big guns and what fecilities hsve we for getting
quantity producticn in them and in shells?

3. I em given toc understend that the totsl capmeity in this country
is about 40,000 pounds of powder per dey and that it would toke
8ix months to ineresse that capscity. This is a condition that
should not exist.

4. What capacity have we for meking small guns, including mechire and
anti-aeireraft guns in quantity?

5. What is our position in regard to dies, jigs, fixtures end designa?

6. %“ow ebout the production of thirgs for the Navy?
And so on ad infinitum.

I think I ean guess st the answers to scme of these
queations and no doubt they give you sleepless nights.

What can be done sbout it and what osn I do to help?

1 hear gquestions about these thingzs end the eirecle
of questioners is widening.

With kindest regards, I am

Sincerely youra

Bernard ¥. Baruch
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WAR DEPARTMENT !J[Iﬂ ﬂlli. O W T
OFFICE OF THE ASSISTANT SECRETARY
Dates 2-18- 59

WASHINGTOMN,. D.C. i
S Deoatuped,, 1077, A

:m"‘*ﬁﬁ: e T e - "“r"
MEMORANDUM FOR THE PRESIDENT. ek 3 #ﬂ«
Subject: Advisory Bourd for Industrisl Mobilization.

1. In response to your memorandum of November 26, 1237, 1 find thet stetu-
tory nuthority esteblishing the Council of Notional Defense still exists, and
I have, therefore, investigated the possibility of reviving the ectivities of
thie Council to perform temporarily the functions proposed in my previous memo-
randum for en Advisory Boerd for Industrial Mobilizatlon. I advise against such
ection, for the following resasons:

g. MAs you remember, the Council of Metionsl Defense consiste of the
Secretaries of Wer, Nevy, Interior, Agriculture, Commerce and Labor. Two of
these six, viz., the Secretsries of Wer snd Nevy, have alresdy considered end
approved the plans in question, while the departments of Stute and Trecsury,
slthough charged with importent war responsibilities, sre not, under the law,
represented on the Council.

b. In the original concept, it had been my feeling that no individual
connected with the Government should be associated on & board of the character
suggested. I believe that a group of civilizns, netionally known &nd of suffi-
cient sbility end prestige to give weight to their mdvice, is to be preferred
to any orgenization of povernment officers., Since the stress of wer will fell
a0 heevily on sll of the people, it is believed that representetives chosen
directly from the people should enalyze and evaluete the plens.

¢. Under the law an Advisory Commission to the Council of Natlonal De-
fense is suthorized which might function in the capecity proposed for the Advi-
sory Boerd for Industriel Mobilizationm, though no direct appropriation is avelil-
able for expenses. However, in the National Defense Act of 1920 (Section 5a)
the responsibilities originally pleced in the Council of National Defense have
been specifically charged to The Assistent Secretary of ¥War, who has actively
performed them since that time. It would seem advissble, therefore, to contln-
ue this procedure rather than to revive an agency which has been dorment for
seventeen years, to perform functions which will duplicste those of The Assist-
ent Secretery of War.

5. The Industrisl Mobilizetion Plen provides for the immedizte esteblish-
ment in time of war of a War Resources Administration which would perform func-
+ions similar to those of the War Industries Boaerd in the World War., The mem-
bership of the proposed Advisory Board for Industrial Mobilization closely per-
gllels & typical membership of & War Resources Administration end thus would
permit comment on the plans by the individuels who might be celled upon to par-
ticipete actively in such an orgenizetion in war.

LOUIS JOHMEON,
The Assistent Secretary of Wer.

Al — e ————
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[Report No. 480]

IN THE SENATE OF THE UNITED STATES
Jaxvary 6, 1937

Mr. Suerearn introduced the following bill; which was read twice and referred
to the Committes on Military Alairs

May 6, 1937

Reported by Mr, Sugrearn, with amendments, and referred to the Committee
on Finance

[(vmit the part strock throngh)

A BILL

To prevent profiteering in time of war and to equalize the
bhurdens of war and thus provide for the national defense,

and promote peace.

1 ve it enacted by the Senate and House of Ilepresenta-

[ B

tives of the United States of Ameriea in Congress assembled,

That whenever Congress shall declare war or the existenee

W 2

of o emergeney due to the mminenee of war; the President

En

is hereby authorized to determine and publicly proclaim it
to be unlawful to buy, sell, or otherwise contract for any
article or thing enumerated in such proclamation, or proc-

lamations, at a higher rate, rent, price, commission, com-

© o =3 o

pensation, or reward than was in effect at a date determined

10 and set forth in such proclamation or proclamations,
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SEC. 2. Whenever in the sole discretion of the Presi-
dent he shall determine that any maximum price, rent, rate,
commission, compensation, or reward previously proclaimed
shall he adjusted either upward or downward, he is hereby
authorized to make and publicly proclaim such adjustment,
and such adjustment shall have the full force and effect under
this statute of such price, rent, rate, commission, compen-
sation, or reward before such adjustment.

SEc, 3. That in the event of war; e of & national emer-
genex declared by Congress to exist, which in the judgment
of the President demands the immediate increase of the
military establishment, the President be, and he is hereby,
authorized to draft into the military service of the United
States such members of the unorganized militia between the
ages of twenty-one and thirty-one as he may deem necessary,
subject to such conditions, exemptions, rules, and regulations,
as the President may preseribe and publicly proclaim. Like-
wise, during such time of war er natiennl emergeney de-
clared by Congress, the President shall have power to deter-
mine and publicly proclaim from time to time the material
resources, industrial organizations, and publie services over
which Government control, including requisitioning materials
for use or resale by the Government, shall then be necessary
and such control shall be exercised by him through agencies

then existing or which he may theun create for such purposes,
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SEc, 4. During the period of any war e emergeney
declared by Congress the President is hereby anthorized,
when in his opinion the suceessful proseention of war renders
it advisable, to require, under such rules and regulations as he
may establish, the registration of all or any class of persons
engaged in the management or control of any industrial or
manufacturing establishment designated by him.  Theres
upon, at his option, such persons registered pursnant to the
provisions of this section may be brought into the service of
the Government as civilians for the duration of the war under
such rules and regulations as the President may preseribe,

SEC. 5. During the period of any war er emergeney
declared by Congress the President is authorized to deter-
mine, and by public proclamation, or proclimations, an-
nounce what classes of publie serviee, real property, or
right, or of dealers, exporters, importers, manufacturers, or
producers, of any article or commodity shall be required to
operate under licenses, to fix the conditions. of such licenses,
and to grant licenses under such conditions.  After such
determination and proclamation by the President, it shall be
unlawful for any such determined classes to engage in
business without such license.

SEc. 6. During the period of any war er emergeney
declared by Congress the President is authorized to deter-

mine and publicly proclaim the order or priority in which
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any manufactarer, dealer, producer, exporter, importer, or
public service in the United States shall fill orders, or trans-
port anything or furnish power, and after such determination
and proclamation it shall be unlawful for any sueh manunfac-
turer, dealer, producer, exporter, importer, or publie service
to fill sueh orders in any other order of priority,

SEc. 7. That during the period of any war er emergeney
declared by Congress the President is empowered to create
sich agencies, boards, or commissions, including the employ-
ment of neeessary personnel, and to designate agents or
agencies to exercise sueh portion of his powers as he may
deem necessary and proper to accomplish the purpose of this
Act. Likewise, at such time, he shall have power to make
sueh rearrangements of Exeentive agencies, and of bureaus
and divisions thereol, and to transfer sueh duties, powers, and
personnel as he may deem necessary for the proper conduet
of war—or for the meeting of steh mntionn] eergeney,

Skc. 8. That any person, firm, or corporation violating
any of the provisions of this Act, or violating any publicly
proclaimed orders, rules, or regulations made by the Presi-
dent for executing the powers contained in this Aet, is hereby
declared to be guilty of a misdemeanor and shall be liable ta
indictment and trial therefor, and upon conviction thereof

shall be sentenced to pay a fine, not exeeeding £100,000, or




3
to serve in prison, not exceeding one yvear, or both, at the
dizeretion of the court,

Hge, 9, That upon the decluration of war, and during
the period of such emergency, there shall be imposed a tax
of 85 per centum of all ineome above the previons three-
vear average, with proper adjustments for capital expendi-

tures for war purposes by existing or new industries,
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[Report No. 480]

A BILL

To prevent profiteering in time of war and to
equalize the burdens of war and thus pro-
vide for the national defense, and promote
peace.

_— —————
By Mr, Sueprarp
_————
JANUARY 6, 1087
Read twice and referred to the Committee on Military
Affalrs
May 6, 10987

Reported with amendments and referred to the Com-
mittee on Finance
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Tiran CoNcress } HOUSE OF REPRESENTATIVES Rerort
Jat Session No. 808

TO PREVENT PROFITEERING IN TIME OF WAR AND TO
EQUALIZE THE BURDENS OF WAR AND THUS PROVIDE
FOR THE NATIONAL DEFENSE, AND PROMOTE PEACE

Mar 12, 1937.—Committed to the Committee of the Whole Honse on the
state of the Union and ordered to be printed

Mr. Hit of Alabama, from the Committee on Military Affairs,
submitted the following

REPORT
[To accompany H, R. 6704)

The Committee on Military Affairs, to whom was referred the bill
(H. R. 6704) to prevent proiiteeﬁng in time of war and to equalize
the burdens of war and thus provide for the national defense, and
promote peace and for other purposes, having considered the same
Eﬁport. favorably thereon with the recommendation that the bill

0 pass.

BPONEORED BY THE AMERICAN LEGION AND WORLD WAR VETERANS

The bill is sponsored by the American Legion with its 11,000 posts,
which is the great organization of the veterans of the World War.
the veterans came back home they learned that while they
had left behind them many of their co es sleeping in France be-
neath the white erosses, row upon row, and while many thousands of
their comrades were confined to hospitals or asylums shattered and
blasted in mind and body, many ﬁpun o who never even smelled gun
der had profiteered and pro tremendously during the war,
he veterans learned that while they were ﬁghﬁ:ﬁl some twenty-two
thousand individuals at home stepped from the shadow of financial
obscurity into the millionaire class, that hundreds of persors already
millionaires saw their fortunes mount higher and higher, that other
thousands entered the luxury class, and that nearly every person at
home at work, and there was a jnI; for everybody who wanted one,
made more in one hour than the man at th:r{;nttla front received per
day. The veterans found upon their return the great shadow of the
deflation period stretching across the land, closing factories, mills
stores and business houses, and bankrupting the farmers, They found
that the war had cost the country and its unborn children at least
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509, more than it should have cost. They found that even as George
Washington had bitterly complained in the days of the Revolution of
people who “would build their greatness upon their country’s ruin”
many people had built their greatness upon the sacrifices, :ﬁe heart-
aches and the suflerings of the World War. The veterans, through
their organization, The American Legion, declared that if this Nation
ever had to go to war again there should be no such profiteering, but
that there should be equal burdens and equal sacrifices for all,

BRIEF HISTORY OF EFFORTS TO BECURE LEGISLATION

At the request of the American Legion there was introduced in
Congress in 1922 the Capper-Johnson Bill, seeking to enact legisla-
tion to the desired end. B-:: th, Senator Arthur Capper of Kansas and
Representative Royal C. Johnson of South Dakota, worked diligently
in an effort to secure favorable action on the bill. The bill, however,
was so far reaching, and there were so many other matters pressing
upon Congress at the time that it never recelved favorable considera-
tion. At the same time, the late Representative John J. McSwain of
South Carolina introduced a joint resolution providing for the creation
of a special Federal commission to study the whole subject and to
recommend legislation. Through the years the American Legion
sought to secure favorable action in the matter and finally in 1931
the McSwain Resolution, then known as the Wainwright-Snell Reso-
lution, was passed, and the so-called War Policies Commission was
established. The extensive hearings before the Commission particu-
larly the testimony of Mr, Bernard M. Baruch focused attention on the
subject and provided information which laid much of the ground-
work for the bill H. R. 6704. During the last Congress the House
of Representatives by the overwhelming vote of 368 to 15 passed a
bill sponsored by the American Legion and introduced by Representa-
tive McSwain, the then Chairman of the Committee on Military Af-
fairs of the House. The bill as it passed the House was in principle
and in substance the same as the bill H. R. 6704. It is the feeling of
your Committee, however, that the bill H. R. 6704 in its provision as
to taxation and in a number of minor ways is infinitely stronger and
better than the bill passed by the House last Congress. Permit us to
say here, that too much honor and eredit cannot be given to the late
gentleman from South Carolina, Mr. McSwain, who for years labored
and wrought in an effort to bring about legislation on the subject.
The bill H, R. 6704 is more nearly his bill than that of any member
of the present Congress. The passage of the bill would be a monument
to his untiring efforts and his devoted work.

DIFFICULTIES OF WORKING OUT A PLAN

All men will agree that a plan to mobilize effectively the resources
of the Nation for war which shall eliminate war-time profiteering,
prevent war-time inflation and equalize war-time burdens is devoutly
to be desired. The difficulties come and the differences of opinion
arise over just what the plan should be and how the plan should be
written into the law of the land. Even casual thought on the sub-
ject will readily suggest the many problems that necessarily arise in
an effort to effectively mobilize the many and varied resources of a
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nation as great and complex in its industrial life and in its population
as is ours. One way that quickly suggested itself in the beginning to
the proponents of the idea was to have the Government through con-
scription take over everything. The more study and thought that
has been given to this plan, the less desirable the plan has seemed and
the more its original advocates have chilled to it. In the first place,
such a plan would mean that upon a declaration of war there would
be a complete disruption and dislocation of the entire industrial and
economic life of the Nation because of the Government's taking over
and attempting to operate everything. Such a fundamental and
revolutionary change of our whole industrial and economie life might
bring about such an upheaval as would mean the loss of the war for us.
As Woodrow Wilson said at the beginning of the World War, “In the
sense in which we have been wont to think of armies there are ro
armies in this struggle there are entire nations armed”. In the
second place, such a plan would virtually mean the communizing or
sovietizing of American life and once this step was taken, even though
the war were won, how could the eggs ever be unserambled, and our
Nation returned to the American system? Your Committee, there-
fore, definitely eschewed any such plan.

THE PLAN

The Committee after weeks of devoted work proceeded to adopt a
plan that would neither militarize industry nor American life on the
one hand nor industrialize the Army on tﬁa other hand, a plan that
would hold prices to a normal basis, eliminate profiteering and pre-
vent inflation, that would mean the elimination of wuste, loss and
unnecessary accumulation through frantic competition by procure-
ment agencies, a plan for the rationing and allocation of shortage
items, in order that more necessitous uses might have priority with
avoidance of undue hardships to the civilian population, a plan of
conservation by which is meant standardization of types and designs
elimination of any but necessitous uses, prevention of hourding an
accumulation, postponement of deferrable uses, thus increasing sup-
ply by sharply curtailing demand,

We provide a plan whereby the management runs industry and the
Government runs the management, having in mind the words of
Woodrow Wilson when he said, “The highest and the best form of
efficiency is the spontaneous cﬂoEara.t-ion of a free people”. To carry
out the plan the bill gives to the President the authority to put a
ceiling over prices, beyond which they may not rise. Prices are not
fixed but may fluctuate as they see fit beneath the ceiling. The ceilin
is placed by selecting prices at a previous date or dates determin
by the President, and the President is given authority to adjust when
necessary by public proclamation the ceiling on anly particular article
or thing. ﬁack in 1780 in the days of the Revolution the State of
New York enacted a law by which the profits of manufacturers, wages
of mechanics and laborers, and prices of a long list of commodities
were fixed at a figure “not to exceed twenty fold of the prices paid in
1774"—the latter date was taken as reflecting the normal operation
of the law of supply and demand, and the twenty fold as measuring
the debasement nf) the continental currency. This was an attempt to
check inflation after it had occurred. The plan of your Committee is
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basically the same, except that we now propose to check inflation
before it occurs.

The bill gives to the President such control over the material re-
sources, inguatrial organizations, public services, and security or
commodity exchanges as he shall determine and publicly proclaim
from time to time to be necessary. The President is also authorized
under such rules and regulations as he may establish to require the
registration of any ur?ﬁ individuals engaged in the management or
control of any industrial establishment designated by him. Such
individuals may be required to enter into the service of the Govern-
ment as civilians for the duration of the war under such rules and
regulations as the President may prescribe. The President is au-
thorized from time to time to determine and to publicly proclaim
what classes of public service, real and personal property or rights or
interest therein, and what classes of owners, dealers, exporters, im-
porters, manufacturers, or producers of any article or commodity
shall be required to operate under licenses, to fix the conditions of
such licenses and to grant licenses under such conditions. News-
})npﬂm periodicals, and books, however, are specifically exempted
rom this provision of the bill so that there may be no interference
with the freedom of the press. The President is authorized to deter-
mine and publicly proclaim the order or priority in which orders
shall be filled, or articles, services or things transported or delivered.
The President is given authority to create agencies and boards, to
make temporary transfer of existing agencies and boards, and to
employ the necessary personnel for the administration of the Act.

THE PROVISION AS TO TAXATION

Consideration of the subject will reveal that even though a ceiling
is placed over prices and the other provisions in the bill for controlling
and licensing are carried out, there may yet be some profiteering due
to the fact that some producers can produce more cheaply than others
and due to the further fact that war means increased production in
many industries, and this means increased profits.

As a back-stop and catch-all to prevent profiteering the Committee
proposes that in time of war there shall be in effect a system of taxa-
tion, which, without preventing a fair normal return to f;‘lhﬂl‘, manage-
ment, and invested capital, such return to be fixed by Congress, shall
absorb all surplus rofits above such return, and the bill directs the
Secretary of the Treasury to cause a continuing study to be made
from year to year, to be the basis for such a system of taxation which
the bii'l requires the Secretary of the Treasury (o transmit to Congress
within thirty days after the declaration of the war.

The question naturally arises why the system of taxation should
not now be written into the law. In the first place, the Committee
has no jurisdiction over the writing of tax bi]]l; as this is a matter
under the jurisdiction of the Ways and Means Committee. In the
seccnd place, your Committee after considerable consultation with
tax experts, and after careful consideration of the matter, is of the
opinion that it will be practically impossible to write at this time a
wise and effective tax bill for some unknown and uncertain date in
the future. No one at this time can know what the tax structure
of the country will be, what the best sources of revenue will be, what
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the needs of the war will be or many of the other factors which must
enter into the writing of a wise and effective tax system.

THE PRESIDENT'S COMMITTEE REPORT

Mr. Bernard M. Baruch was by appointment of President Wilson the
Chairman of the War Industries Board during the World War, and in
that position he undoubtedly acquired a background and a knowledge
of the industrial, financial and economic life of America at war,
ﬁreatar than that possessed by any other living American. This was

oubtless the reason for his appointment some two and a half years ago
by President Roosevelt as Chairman of the Committee to prepare a
plan for the effective mobilization of the Nation for war which should
eliminate war-time profiteering, prevent war-time inflation and
equalize war-time burdens. Mr. Baruch was of indispensable help to
the Committee in the preparation of the plan embodied in H. R. 6704,
His first-hand experience during the World War, his comprehensive
and unerring grasp of the whole situation, and his unselfish and de-
voted efforts to bring about legislation made possible the plan. Speak-
]inng ufdtha plan and the benefits the country would achieve under it

e said:

(1) “It would pass from a peace to a war status with a minimum of confusion,
waste and loss,

(2) “It would mobilize war supplies almost as quickly as it eould mobilize men.
4 (3) “It would reduce the cost of war by 509 and I believe by an even greater

gure,

(4) “It would eliminate war profits and inflation.

[I;ili “It would preserve its credit and its economic prestige throughout the
world.

(6) “Its war effort would be conducted with less interference with normal
economic processes and the lives of the eivil population than has ever been the
experience of any nation in the history of the world.

(7) “It would conserve its resources and preserve the morale of its people to
:):u:h nin extent that it would be able to outlive any antagonist in a long-drawn

ruggle.

(8) “It could pass from a war status back to a [‘vﬁacu status with a minimum
of the prostrating economic aftermath that has hitherto been the invariable
experience of every ex-belligerent in a great war.

(9) “The efficiency of the combined military and economiec machine that ecould
be derived from these policies would constitute this nation an Instrument for
war effective beyond the imagination of an.}' military expert even of this advanced
date—powerful beyond the possibilities of any antagonist and perhaps of any
combination of antagonists,

l(]1'I]]|| "Cnnﬂidering the obvious fact that the military aspirations of this nation
will never disturb the J)Eﬂl.-‘ﬁ of the world, the mere acceptance of (and deliberate
ﬁmviniun for) the kind of annniz.a.t.ion here suggested, would go very far toward

eeping the peace of the world.”

WHAT THE BILL DOEB NOT DO

There is absolutely nothing in the bill that would in any shape,
fashion, or form draft or force any person to work in any factory,
workshop, or industry, or on any farm The bill does not draft an
person into the military or naval forces. There is nothing in the bi
that would in any way interfere with the freedom of the press. The
bill does not become effective until the Congress of the United States
shall have declared war, It does not cost anything or authorize any

appropriation, '
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POWER IN HANDS OF THE PRESIDENT

The bill does vest great power in the hands of the President of the
United States, but if profiteering is to be eliminated, war time inflation
prevented and war-time burdens equalized the power to effect these
results must be in the hands of someone and surely the President is the

roper person. He is the Commander in Chief of the Army and the

vavy, and in time of war has the %mver to mobilize armies and to
send human beings to their death in battle. Why should he not have
the power to say to the selfish and the avaricious, “Thou shalt not
profiteer from the misery and suffering of your fellow men”’? Further-
more, in time of war it is absolutely essential that full authority and
control over materials, services, and supplies required to support the
Army and maintain the Navy be placed in the hands of the Chief
Executive, who is the constitutional head of the defense forces. Such
concentration of power in the hands of the Chief Executive has always
proved necessary in the wars of the past.

CONSTITUTIONALITY OF THE BILL

If anyone has any doubt as to the power of the Congress to enact
legislation such as H. R. 6704, we believe such doubt will be readily
dispelled by the reading of the decisions in the following cases:

nited States v. ﬂfc!gztosh 283 U. 8. 205, 222;

United States v. McFarland (C. C. A., 1926), 15F (2d) 823;

Moore & Tierney (Ine.) v. Roxford Knitting Co. (D. C. 1918), 250
Fed. 278; certiorari denied (1919), 253 U. S. 498,

THE RIGHT TO COMMANDEER UNDER EXISTING LAW

In connection with H. R. 6704 it might be of interest to review
existing law as to the right to commandeer, Sec. 120, National Defense
Act:

Provisions or NationaL Derexse Act or Juxe 3, 10916

Sec. 120. PURCHASE OR PROCUREMENT OF MILITARY SUPPLIES IN TIME OF
ACTUAL O IMMINENT WAR.—The President, in time of war or when war is immi-
nent, is empowered, through the head of any department of the Government, in
addition to the present authorized methods of purchase or procurement, to place
an order with any individual, firm, association, company, corporation, or organ-
fzed manufacturing industry for such product or material as may be required,
and which is of the nature and kind usually produced or capable of being pro-
duced by such individual, firm, company, association, corporation, or organized
manufacturing industry.

Compliance with n'llyuuch orders for products or material shall be obligatory
on any individual, firm, association, company, corporation, or organized manu-
facturing industry or the responsible h or heads thereof and shall take prece-
dence over all other orders and contracts theretofore placed with such individual

rm, company, agsociation, corporation, or organized manuf&uturinf industry,
and any individual, firm, association, mmpﬂn{; corporation, or organized manu-
facturing industry or the responsible head or heads thereof owning or operatin
any plant equipped for the mnufacture of arms or ammunition or parts o
ammunition, or any necessary supplies or equipment for the Army, and any
individual, ﬁm. association, company, corporation, or organized manufacturing
industry or the responsible head or heads thereof owning or operating any manu-
facturing J)]ant. which, in the opinion of the Becretary of War shall be capable of
being readily transformed into a plant for the manufacture of arms or ammuni-
tion, or a.rga thereof, or other necessary supplies or equipment, who shall refuse
to give to the United States such preference in the matter of the execution of
orders, or who shall refuse to manufacture the kind, quantity, or quality of arms
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or ammunition, or the parts thereof, or any necessary supplies or equipment, as
ordered by the Secretary of War, or who shall refuse to furnish such arms, ammu-
nition, or parts of ammunition, or other supplies or equipment, at a reasonable
rice as determined by the Secret-aﬁy of War, then, and in either such case, the
sident, through the head of any department of the Government, in addition to
the present authorized methods of purchase or procurement herein provided for
is hereby authorized to take immediate posscssion of any such plant or plants, and
through the Ordnance Department of the United States Army to manufacture
therein in time of war, or when war shall be imminent, such product or material
as may be required, and any individual, firm, company, association, or COTPUTA~
tion, or organized manufacturing industry, or the rf-sponsii:]a head or heads thereof,
failing to comply with the provisions of this section shall be deemed guilty of a
felony, and upon conviction shall be punished by imprisonment for not more than
3 years and by a fine not exceeding $50,000,

The compensation to be paid to any individual, firm, eompany, association,
corporation, or organized manufacturing industry for its produets or material,
or as rental for use of any manufacturing plant while used by the United States,
shall be fair and just.

The Secretary of War shall also make, or eause to be made, a complete list of
all privately owned plants in the United States nqui]}alpnd to manufacture arms or
ammunition, or the component parts thereof. He shall obtain full and complete
information regarding the kind of arms or ammunition, or the component parts
thereof, manufactured or that can be manufactured by each such plant, the equip-
ment in each plant, and the maximum capacity thereof. He shall also prepare,
or cause to be prepared, a list of privately owned manufacturing plants in the
United States eapable of being readily transformed into ammunition factories,
where the capacity of the plant is sufficient to warrant transforming such plant or
plants into ammunition factories in time of war or when war shall be imminent;
and as to all such plants the Seeretary of War shall obtain full and complete
information as to the equipment of each such plant, and he shall prepare com-
}:mchensivc plans for transforming such plant into an ammunition factory, or a
actory in which to manufacture such parts of ammunition as in the opinion of the
Secretary of War such plant is best adapted,

The President is hereby authorized, in his diseretion, to appoint a Board on
Mobilization of Industrics Essential for Military Preparedness, nonpartisan in
character; and to take all necessary steps to provide for such clerical assistance
3! he bgany deem necessary to organize and ecoordinate the work hereinbefore

28Tl .

Covrt Decisions.—Under this sestlon, the President, as Commander in Chief of the Army and Na.v'{.
has the copstitutional power in wartime, |n cases of Immediste snd pressing exigency, to npprn"pjriu a
EHM& property to publie uses, the Governinent being bound to make just compensation therelor. niled
'es v, MeFarland (O, C, A, 1026), 15 F, (2d) B23,
This sectlon lmposes 8 duty on & menufacturer to comply with an order of the United States for war sup-
plies, although such order may prevent him carrving out earlier contracts with private ;;armm Moare
Tlerney (Inc.) v. Rozford Knitting Co. (D, C., 1018}, 250 Fed. 278; certlorari denled (1910), 253 U. 8. 448

NECESBITY FOR LEGISLATION AT THIS TIME

It is important that legislation on this subject be enacted at this
time for two reasons:

In the first place, the lﬂ;islutiun can now be enacted much more
calmly and thoughtfully than it could possibly be enacted during
war time with all its hysteria and haste.

In the second place, if we wait until war is declared to enact legis-
lation and prices in the meantime begin to skyrocket and get all out
of hand, economic conditions become distraught, and inflation begins,
it will be much more difficult, if not impossible, to secure the ends
sought by the legislation than if the legislation can be put into effect
immediately upon declaration of war.

BILL PROMOTES PEACE

The bill is not a militaristic movement, but distinctly apeace
measure. It serves notice on every citizen in the land that the full
power of the Government will be used to prevent profiteering and that
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no citizen can expect to profit from any war in which we might be
engaged. In this way the bill kills any incentive that anyone might
have to do anything that might ancoura.ge, rovoke or lead to war,
We foresee only peace for our country an that we ask is that our
country shall live in peace, in friendship and in cooperation with all
the other nations, but the passage of the bill would bring to the
attention of other nations the fact that if we were again forced into
war our whole economie, industrial and financial life would be effec-
tively and efficiently mobilized for the protection of our country.
We ask passage of this bill as one more important step to the great
goal of peace.
@]
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Mr. Suepparp, from the Committee on Military Affairs, submitted
the following

REPORT

[To accompany S, 25]

The Committes on Military Affairs, to whom was referred the bill
(S. 25) to prevent profiteering in time of war and to equalize the
burdens of war and thus provide for the national defense, and promote
peace, having considered the same except as to section 9, which deals
with the question of taxation, a matter properly within the jurisdiction
of the Senate Finance Committee, report favorably on the remaining
sections of the bill as presented to the House and Senate by the
American I..Egion with amendments proposed by the Senate Mili-
tary Affairs Committee eliminating all references to prewar emergen-
cies, and with the further recommendation that before action by the
Senate the bill be referred to the Senate Finance Committee for con-
sideration of section 9, and for such other consideration as the Senate
Finance Committee may deem advisable. This is in accordance with
the undarstandi.n‘f governing the consideration of a measure with
similar purposes during the last Congress.

Amendments eliminating all references to prewar emergencies in
the sections of the bill preceeding section 9 are specifically as follows:

Page 1, line 3, following the word “war" strike out all down through
and including the word “war,” in line 4.

Page 2, line 9, following the word “war” strike out the following
““, or of a national emergency’’.

Page 2, line 18, following the word ‘“‘war” strike out the words “or
national umarganulv”.

Page 3, line 1, following the word ‘“war”’ strike out the words “or
emergency’’.

Page 3, line 12, following the word “war’’ strike out the words “or
emergency’’.

Page 3, line 23, following the word “war” strike out the words “or

emergency’’. -
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Page 4, line 7, following the word twar” strike out the words “or

emergency’’. ) 3
Page 4, line 17, following the word “‘war” strike out the following
“ or for the meeting of such national emergency”.
This legislation is sponsored by the American Legion. In a bro-
chure prepared by the American Legion and distribute by the Legion’s
national headquarters, the following appears regarding this bill :

UniveErsaL Service—Wuar Is It?

The universal service legislation sponsored by the American Legion primarily
is intended to promote peace by removing the profit motive as a cause of war,
It serves, however, two other vital purposes; if war gshould ecome again it would
equalize the burden of war by bringing into the service of the Nation capital
industry, and manpower, with special privilege and profit for none; and it would
strengthen the national defense by providing for instantaneous mobilization of
industry on an orderly, efficient, and economical basis for wartime service.

At the outset it should be thoroughly understood that the law sought by the
American Legion will not become effective until war has been deeclared, or duriup{
a national emergeney preceding such declaration, by the Congress of the Unitec
States; and it would cease to operate when peace had been restored. Thus, it
would cause not the slightest interference with business or industry in time of
yeace, as will be demonstrated later. Equally important is the fact that though
it would not cost a dime, experts have asserted it would be equivalent to a standing
army of a million men from the standpoint of national defense.

The American Legion,-with a membership of approximately & million men, has
full faith and confidence in the honesty and loyalty of the American people. Our
membership is drawn from every walk of life. I'L our posts, now numbering in
excess of 11,000, will be found bankers, brokers, doctors, and lawyers; industrial-
ists, manufacturers, storekeepers, and vendors; engineers, machinists, mechanies,
and common laborers; in short, it may truly be said that the membership of the
American Legion is an outstanding eross-section of American life. o it follows
as a matter of course that when we speak of removing the profit motive as a cause
of war we do not imply dishonesty or disloyalty to Ehe great mass of our people,
;vrhx:ther their vocation be that of banker, industrialist, businessman, or work-
ngman.

@ of this generation know, both from experience and history, however, that
every war in which this muntrw engaged has been accnmpnnied by inflation
and profiteering which literall broken the economic back of the Nation after
the conflict has concluded. e know that because industrial preparedness did
not even keege]:aca with military and naval preparedness, meager as the latter
always have n, there has been untold waste of lives, resources, and money.
We know that if we had been prepared, some of our wars either might have been
averted altogether or at least cnnnldnrni)lf ghortened.

Ours is & Nation of 130,000,000 people. We of the Legion believe that no finer
or more honest citizens ever lived, but it would be childish to claim that among
us are not some who ‘“‘would build their greatness upon their country’'s ruin.
Pure selfishness, however, is not the only psychology which enters into the ques-
tion of the profit motive as a cause for war. When the drums beat and the guns
begin to flash, human reasoning leaves the bounds of normaley and men no longer
respond to the steady yiudgman which would protect them in other times; hysteria
spreads like a destroying contagion.

If a general war should break out in Europe, it is safe to predict that every
man and woman in this country would stand firmly against America entering
that conflict on the military front; but there is another front that is oqiunﬂ}r ag
dangerous, it is the back road into the military front. It is the economlic front.
There would be a tremendous demand for supplies of every character and kind,
with the price no object. Before such a lure, even the most stringent neutrality
laws would prove difficult to enforce. Without realizing the overwhelming risk,
we mlgh.t.i well find ourselves rushing in through that economie front almost before
wo knew it.

The American Legion believes that a universal service act will serve as a
powerful deterrent to that danger. When we put a law on the statute books
uneauivoeally providing that in time of war there shall be equ‘ni__'n?llvica lrLor all—
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less chance of some persons taking chances, whether their Intentions be good or
bad; there would be few, if any, who would care to run the risk of mrylnlgl uckets
of gasoline through the fire lines. A law taking the profits out of war will act as a
powerful national sedative to prevent rash acts in & moment of hysteria which
might draw us into a war not of our making.

hus the American Legion believes that a universal service act, as sponscred
by our organization, would become the most potent instrumentality for peace yet
devised. It would remove entirely the profit motive as a source of propaganda for
war and it would furnish vital support to our neutrality laws by placing a firm
brake upon those who would be tempted to trade with warring nations in & manner
which eould jeopardize the peace of Ameriea; it would serve notice on the reckless
that wartime trade will prove an expensive business if it is carried to the extent of
leading us into war.

Now let us consider this question of taking the profits out of war from the
economic standpoint.

The American people will give no just cause for any nation to make war upon
us, and certainly we shall not seek war with anyone. Our whole foreign policy
is expressed in our desire to be good friends and good neighbors to all, eonduetin
our trade peaceably and lawfully. We harbor no national ?rejudjce, we do no
hate; we nurse no spirit of revenge; we do not dream of empire or covet anything
which others may have; and our armed strength is pointed solely toward the
needs of actual defense. Yet, we know that a nation thus peacefully inclined
may not escape war.

he American Legion does not want war, we shall bend our efforts to prevent
it. The American ﬁegiﬂn knows what war means, every member having served
in the armed forces during the fighting days of the World War—between April
6, 1917, and November 11, 1918; only those who served honorably during tﬁat
period may wear the blue and gold emblem of our organization. So when we
gpeak nst war, when we seek to spare our children and wf;enerntiunu yvet to
come from another baptism of blood, we speak and act with the voice and
knowledge of experience.

Pledged thus to serve the cause of l:en.oe, we make yet another pledge—that if
war should come , in spite of all our efforts to prevent it, our country and
our people shall not be visited again by the scandal of inflation and profiteering
whi&e has marked previous wars, has led the Government into unnecessary debt,
and has plun us all into the ab{m of economic chaos and disaster. The
universal serviee bill we sponsor will prevent repetition of these un-Ameriean
conditions, if we must fight again, by placing a ceiling at time levels over
prices; and above that ceiling prices shall not be permitted to rise by force of law.

Let's review, very briefly, what occurred during the World War,

We well remember that immediately after our country entered that conflict
the Congress passed a law empowering the Government to bring into its service
by force of law, the manpower of the country to protect the honor, prestige, an
li{u of our common Government. It was right and proper that such a law should
have been passed, the constitutionality of such an act having previously been
upheld by the Supreme Court of the United States. The man in the armed
gervice received $1 per day for his period of training in the United States and
$1.10 per day for overseas service. And no protest was made about that. But
while the man with the gun was swentiugmin the training eamp or shedding his
blood overseas, what about those who held bomb-proof jobe back home—in
shipyards, munition factories, behind polished desks in executives' offices, and
all of those other places that had to be filled to keep the fighting man supplied
with the tools and necessities of his temporary occupation?

While we had a law to draft men for service at the front, the service of dollars
and materials and supplies back home was on the volunteer basis. The average

rice level of all ecommodities during the World War rose to nearly two and a half
{’imu the average peace-time level. Rents, food, clothing, war materials—every-
thing, went skyrocketing to the mad heights of war-time boom, and with them,
of course, went wages and salaries for every class of worker from president of
industry down to charwoman. Even departments of the Government bid against
each other for materials and labor.

And during that od, some 22,000 individuals stepped from the shadow of
financial obscurit to the class of millionaires, hundreds of persons already
millionaires saw their fortunes mount higher and higher, other thousands entered
the luxury class, and the man who home to work In the factory, separated
by the breadth of the Atlantic Ocean from the nearest eneminmmhinn gun, made
more in 1 hour than the man at the front received per day. d all the whila. the
boys who wore the uniform were dying under the crashing barrage, in the entangle-
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ments of the barbed wire, before the spitting machine guns, or in the agonizing
shroud of the gas attack.

The American Legion has no quarrel with the profit system; indeed, we would
not destroy profits even in time of war. But, we do eay, and we emphasize the

olnt, that excessive profits in time of war should not and must not be permitted.
asonable profits at peace-time levels, yes. Profiteering, no. In the legis-
lation we have presented to Con , we do not seek vengeance for that which
has been done and cannot be undone; we seck only to protect our country, and
our children and thelr children, against such conditions in the future, to sale-
guard their peace so long as it may be had with honor, and if they ma{ not be
spared the horrors of war, then to make the burden an equal one upon all.

Although not generally known, it 1s & fact that 40 percent of the money raised
and disbursed by our Government during the period of the World War was ob-
tained through taxation. If we, therefore, bring this fact together with the
previously stated fact that price levels were inflated to two and a half times their

e-time level, we arrive at a significant conclusion. If peace-time levels had

en maintained, as our universal service bill provides, literally the entire cost of

the war would have been financed by taxes, the $20,000,000,000 debt that was

piled up by the sale of Government bonds would have been eliminated, and our

country and our people could have been spared the economie collapse that fol-
lowed the war-time inflation and profiteering.

The law that is now sought by the American I:a‘%{un, in the opinion of econo-
mista and those who held high office during the World War, would reduce the
cost of war by at least 50 percent, would preserve the country’s eredit, would
conserve the national resources, would prevent profiteering, would hold inter-
ference with the economie life of the eivilinn population to & minimum, and would

ermit the Nation to pass from a peace to a war basis, and at the conclusion of
he war back to a peace status, with a minimum of confusion, waste, loss, and
economic dislocation,

We now come to the effect of universal service as a medium for strengthening
the national defense, which can be discussed but briefly here.

To the average person the term “national defense’ means goldiers and battle-
ships and fighting planes, but it has a far deeper meaning in these times. Modern
war s something more than the mere Impact of men; we learned that during the
World War, In time of war the Nation Is fighting for its very life, and avarg
resource and every effort must be thrown into the utrugqlﬂ to bﬁnﬁnvictory wit
tho least possible loss of lives and resources. The Nation must have not only
men and ships and airplanes, but it must have a quick and steady source of sup-
plies both for the fighting forees and the eivilian population. This means industrial
mobilization,

Until recent years the United States has d behind other nations in the
matter of national defense. At last we are building toward the minimum needs
of defense from a military and naval standpoint. This will not suffice, however,
unless we have indus preparedness at the same time, This does not mean
military supervision of our industries or the regimentation of our factories in
time of peace; it does not mean the :Lﬂe&htut disturbanece to industry or business
or finance as long n;guna Is maintai i

Industrial prafpa ness means the setting up of a plan, and authorization for
the President of the United States to put that plan into effect by force of law
when war is declared, or in time of emergency preceding a declaration of war,
Under this plan the President would be authorized to bring into the service of
the country, in time of war, capital, industry, resources, services, and manpower,
with special privileges or profit for none; nn?’l:o use them for the national defense
and common welfare during the perlod of the war emergency.

When war comes we must have an Army, Navy, and air corps to protect us
on land, at sea, and in the air. Our combat forces must be supplied with ﬁum,
ships, airplanes, ammunition, shoes, clothing, and the hundreds of other things
wh}:ﬁ are vital to a fi htinlg force in modern war. Bimilarly our eivilian popula-
tion, which becomes literally a vast service of supplies behind the lines, must be
g]mperly housed, well fed, adequately elothed, and provided with all of the cus-

mary comforts that are possible. And for eombatants and noncombatants
alike, these things must be obtained at reasonable prices if we are to avoid the
mistakes of the past which have plunged the country into debt and economie
disaster following war.

In America we have a vast industrial er, as potent a fighting force as any
army or navy. If we have a law which will put this tremendous power into
instantaneous oﬁentinn for war service, it is doubtful that any nation will dare
attack us: and if one should, we wuulci ba prepared to meet and stop its force
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%ﬂck!y, efficlently, and economically. Bernard M. Baruch, ehairman of the

ar Industries Board, has declared that such a law “will be more of a protection

to this country than a standing army of a million men."”  If we had n thus

r&nd dt"ﬂ-’ fight, it is questionable whether we would have been foroed into the
0T, ar.

Gen. John J. Pershing, commander in chief of the American Expeditionary
Forces writing a foreword to an article bﬁ Mr. Baruch, in the American Legion
Monthly, pointed out that (although the United States entered the World War on
Apr. 6, 1917), it was not until the spring of 1018 that “the flow of troops and of
supplies to France was encouraging.” thinuiDPﬂ, the commanding 'fanarni of
the American forces at the front added thie significant statement: “There was
evidence of a lack of authority and of proper organization at home with the attend-
ant results of confusion and unsatisfactory progress.”

Can any one fail to believe that if there not been this laek of proper urgnnia
gation “with the attendant results of confusion and unsatisfactory progress” the
World War would have been terminated considerably before it did end, that
thousands of American boys would have been saved from death and injury, that
vast amounts of resources would have been saved, and that the cost would have
been reduced greatly? The German army made its supreme thrust toward Paris
during the months we were preparing ami confusion, seeking a conclusive victory
before we could make ready. Be it ever said to the glory of American manhood
that our Army stopped that drive through sheer valor. But at what a cost?

QOfficial statistics about the equipFing of the American Expeditionary Forees are
enllﬁhtening, When war was declared, the United States had sufficient light
artillery to equip an army of 500,000 men and shortly found itself confronted with
the problem of preparing to equip nearly 5,000,000 men. American factories
produced 20,000,000 rounds of complete artillery ammunition and we had to buy
10,000,000 rounds from the French and British. Of the 3,500 pieces of artillery
we had in France, only 500 were made in America; we used on the firing lines 2,250

icces of artillery, of which 100 were made in America. Of 2,608 airplanes sent
Eo the zone of the advance for American aviators, 667, or less than 25 percent, were
of American manufacture,

When the American industrial machine finally was organized on a war basis,
it functioned with a degree of skill and efficiency and power that no force on earth
could have defeated. But that was approximately a year after we had declared
war. And it requires little imagination to estimate what would have happened
to us if we had not been fortunate in having allies who were prepared to furnish
the equipment we needed for immediate use. We may not so fortunate
again, and what happened in 1917 and 1918 need not hap again; through
the American Leglon’s universal service plan we can prepare industrially without
{nterfering with the peacetime operations of industry and without cost.

To attain these objects—all of them—the American Legion caused to have
Introduced through its friends an identical bill in the Senate and the House of
Representatives of the United States Congress. In the Senate this bill was given
the original number 8. 25, and was introduced by Senator Morris She d, of
Texas, chairman of the Senate Mili Affairs Committee. In the House, it
was gfwn the original number H. R. 1954, and was introduced byMRepmnntat{va
Lister Hill, of Alabama, chairman of the House Committee on Military Affairs.
The complete text of this bill, as originally introduced, will be found on 21
of this brochure. For the convenience of readers, however, its provisions are
summarized as follows: :

Upon the declaration of war, or of a national emergency due to the imminence
of war, the President of the United States is authorized to determine and publicly
pmnln{m and limit prices—to put a ceiling over prices beyond which they may
not rise: the President is given authority to adjust these prices, when necessary
by public proclamation; to draft manpower between the ages of 21 and a1, nuh}ad
to such conditions, exemptions, rules and regulations as the President may

reseribe; and to take into the military service, as civilians, any persons engaged
& the management or control of industrial or manufacturing establishments
designated by the President.

The bill ni‘;o proposes to license those classes determined b{hthe President as
necessary for the successful prosecution of war; fix priorities of the filling of orders
by any manufacturer, dealer, producer, exporter, importer, or publie service in
tl{e United States, and to grant the President the power to create agencies, boards
and commissions, and to employ the necessary personnel—all of tiﬂngn in

time of war.
Mo kel neannecs a severs taxing nrovislon to recapture incomes derived from
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rovision ealls for a tax of 95 percent of all income above the previous 8-year
Evamga. with proper adjustments for capital expenditures for, war purposes by
dsting or new industries.

Some PERTINENT QUESTIONS ANSWERED

In econsidering legislation of such far-reaching importance and effect, it is nat-
ural that a number of questions about it will come to mind. While no attempt
is made here to anticipate all of the questions which may arise, some of the more
fmportant ones are answered below,

WILL THIS2 LAW DESTROY ALL FROFIT IN TIME OF WAR?T

No, it will not and should not.
The term, “‘to take the profit out of war”, apFlfeu to excessive wartime profits;

In other words, to profiteering. The purpose of the American Legion in sponsor-
ing this legislation is to promote peace first, and if peace may not be had, then to
increase the ability of the Government to defend itself in war and save the country
from unreasonable price rises with war as the excuse. To eliminate the profit
system entirely would be as great a mistake as to permit another era of inflation
and profiteering. Let prices be held, by foree of law, to reasonable peacetime
levels; let all serve on an equal basis, and we shall accomplish at one stroke all of
the benefits of universal service. Business and industry must have profits to
survive and to render the vital assistance our country must have in time of war.
The American Legion does not strike at legitimate profits; it seeks only to pre-
vent illegitimate war profits.

WILL THIS LAW REDUCE THE WOREINGMAN TO A DOLLAR-A-DAY BASIS?

No; it will not and should not.

Those who are opposed to this luiislatiun created that bugaboo to scare the
American workingman and alienate his support. He has been told that under
such a law every workingman in the country would be put in a uniform, sub-
Jlgcted to military discipline, and paid a dollar a day for his work. This is untrue.

he Legion's bill does not provide for the conseri tion of labor. While it is true
that wages soared during the World War, it must be remembered that price levels
were inflated first. If rents, food, clothing, and the other necessities of life are
heid to normal, the patriotie workingman will be content to hold wages to normal,
If there should be a selfish few who would attempt to profiteer in wages, they would
be restrained by force of law. The civilian status of the workingman in time of
war, however, would not be disturbed.

I8 BUCH A LAW CONSTITUTIONAL?

Yes; we are confident it is.

The Supreme Court of the United States in several cases has unequivoeally sus-
tained the power of Congress to bring into the Nation's service by sclective-
service draft the “human instrumentalities,” either men or women, that Congroess
may declare to be essential for the common defense,

he Constitution reserved many powers of sovereignty to the several States,
but in the interest of the general welfare and common defense the war-making
power was vested solely with the Federal Government, which represents all of the
people of all of the States. The Constitution conferred upon the central govern-
ment not only the power to declare and carry on war, but the power also to
“raise armies” and “provide a navy", and the power to ‘support armies’’ and to
“maintain a navy.”

These words certainly imply something more than merely enlisting men in
the Army and building ships for the Navy. If the Government can only “raise”
an army and then depend wholly upon volunteer means of supporting it
when it is in the field, that army could be totally paralyzed by the failure of those
back home to volunteer the necessary support. va Congress, therefore, can
reach out with sovereign power and take the human instrumentalities that
are necessary for the common defense in time of war, it is inescapable logic that
it can reach out with the same power and take the resources that are Necessary
to ElHJpﬂr‘t and equip it. And it is to be remembered that the law sponsored by
the American Legion does not deny just and proper compensation Pm- the su
plies and resources thus used; it only protects the Government and the people
against being compelled to pay unjust and improper compensation.
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WHY DOEB THE BILL VEST POWER IN THE PREBIDENT?

As etated earlier in this brochure, the primary purpose of the American Legion's
universal serviee bill is to promote peace. In time of war, however, it would
serve as a powerful support fﬂ the common defense. The President of the United
States is the commander in chief of the Army and Navy; in war it is essential
that full authority and control over the materials, services, and supplies required
to supﬁurt the Army and maintain the Navy be p[nced in the hands of the ]%xer:u-—
tive who is the constitutional head of the defense forces.

This is not a new practice. In the World War, the President of the United
States was given full power to obtain and J:mvidu whatever was necessary for
the armed forces; the same authority would be granted in a future war. alu-
able time would be lost, however, while the necessary legislation was being pre-
pared, debated, and enacted. This law provides for such authority in war-time
as & standing national policy, to become operative only upon the arrival of war
or & pre-war emergency. It will permit the %uvernmant to put all of the neces-
sary machinery for defense into operation instantly, and to prepare a long-range
program in advance, thus avoiding dangerous delay at a most eritical period of
the Nation's struggle for existence.

OTHER QUESTIONS

There are a number of other questions about this legislation which can Le
anticipated. The more vital ones, however, are answered above; In the interest
of a thorough understanding, it was felt that they should be considered specifi-
cally. Information that is necessary to supply answers to other questions will be
found elsewhere in this brochure.

Brier HisTory oF THE UxiveErsaL Service Figar

The American Legion has been fighting actively for a Universal Service Aot
since 1921, The Legion originated the plan in this country, earried it to Congress
15 years , and worked for it virtually alone until now, when the prospect is
excellent that an adequate law will be enacted by Congress and approved by the
President. In the last 2 or 3 years, as a result of continued effort in tﬁe educational
and legislative field, the Leglon has succeeded in bringing to its support the
tremendous foree of public :F nion, governmental leaders, and other organizations,
We welcome this uufport th open arms; in the enactment of such an important
and beneficial law, there will be glory enough for all,

The prineiple of universal service probably had its origin in the American
Expeditionary Forces during the World War. SBomething over 1,390,000 Ameri-
can soldiers were fighting in France. As the months passed and these men found
themeselves constantly supplied with guns and airplanes and ammunition of French
and British make, they sensed that “something” was wrong with America's
vast industrial structure back home. They did not know what it was, they had
no time to think of it then; the big job, the only job, was to get the war won.
But they had plenty of time to reflect and remember when peace came and, at
last, they were returned to their civilian status,

And when they eame back home they learned something else, something that
stung deeply as they remembered t comrades they had left in France,
eleep ngha.ww time beneath white erosses row on row, and the many thousands
more who were confined to hospitals or asylums, shattered and blasted in mind
and body. They learned about the inflation and profiteering that flourished
back home while they fought and suffered at the front; and they saw the dread
shadow of the deflation period stretching across the land, closing factories, mills,
stores, and business houses.

When the American Legion was organized earliy in 1919, it had two big jobs to
accomplish first; it had to obtain adequate hospitalization for the wounded, and
iobn for the able-bodled returned soldiers, sailors, and marines. Onee these

mmediate duties were done, the Legion turned its attention energetically to the
question of universal service. There had been much discussion at post meetings
and in department conventions, so when the question formally eame up at the
national convention in Kansas City in 1921, the Legion was pre to put
machinery into operation to make the prinei le a reality.

Realizing the vast import of the subject, the convention determined to have an
exhaustive ntudhmnda ¥ a committee of competent experts before proposing a
definite plan. e committee appointed for this purpose consisted of thenﬁ:l-

8. Rept. 480, T0-1—2
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lowing: Col. D. John Markey, chairman; Col. George E. Leach; Maj. Gen.
Hanson E. Ely, commandant of the Army War College at the time; Maj. Gen.
Edward L. Logan: Col. Arthur F. Crosby; Brig. Gen. John MeA. Palmer, alde-
de-camp to General Pershing; and Col. Oswald MeNeese.

During the next year, this committee made an exhaustive stud{ of the ques-
tion. It interviewed many of the best qualified economic and military experts
in the country; it studied the experience of France and England in the World
War, and even of Germany; it reviewed all of the wartime le slai.on enacted by
our own Congress; and it examined many speciall pr:Ear briefs and articles
touching upon the subject. As a result, it was wel tk‘l fied to render its report
when the Legion’s next national convention met at New Orleans, in 1922,

The committee recommended the enactment of legislation which, except for

minor changes to meet the results of further studies, is the same plan the Ameri-
can Legion is pressing toward enactment in the present session of Congresa.
The New Orleans convention unanimously adopted the report and recommenda-
tion of the committee and when Congress convened in December 1922 there
was introduced the legislation which became known as the Capper-Johnson bill,
in honor of its authors, Senator Arthur Capper of Kansas and Representative
Royal C. Johnson of South Dakota, a I..egs);nnaire. Simultaneously, Repre-
sentative John J. McSwain of S3outh Carolina (now deceased), also a Legionnaire,
introduced a House joint resolution providing for the ereation of a special Federal
commission to study the subject and recommend the form the legislation should
take,
At first, there was distinet apathy toward the legislation, not only in Congress
but elsewhere. It was mmethm{z new and, eonsequently, it was misunderstood.
Some groups were afraid it was “socialistic” ; the pacifists branded it as militar-
ism for no better reason than that it originated with men who had served during
the war; they were foolish enough to believe that men who had lived in mud and
filth in the trenches, facing violent death momentarily for months, and who had
seen gomrades beside them blown into eternit ', could ever again want more war,
The House Military Affairs Committee failed to hold hearings on the universal
service bill; although the House J udiciary Committee did have hearings on the
MeSwain resolution, it failed to report the measure to the House.

The Legion had anticipated these conditions, however, and it was prepared to
meet them; it knew from the beginning that a long period of education would have
to ensue before action could be had. Indeed, the Legion desired that a record
ghould be built up, not only as a means of properly informing the publie, but also
as a source of accurate information for the Nation in the event of another war,
Bo, undaunted, the Legion again had the Iugis]utiun introduced simultaneously
In the Senate and the House in December | 23. This time some progress was
made. The House Military Affairs Committee held hearjnga on bnfh g‘:.e John-
son bill and the MeSwain “resolution. Although it failed to report the bill, it
favorably reported the MeSwain resolution. Congress adjourned, however, with-
out further action being taken.

The legislation held over until the next session, In 1924, but as this was a
‘short session” no action was taken. Another advance was marked in 1925,
however, when the Legion again had the legislation introduced and this time the
Benate Military Affairs Committee held hearings on the Ca per bill (which was
the same as the Johnson bill). By this time, Senators were Ee ning to become
sy;tilpnthntic toward the question, but again Congress adjourned without definite
action,

In this same vear, however, a most important gain was made, when Secretary
of War Dwight W. Davis, in his annual re to the President (Dec. 6, 1925,
gave public support to universal legislation In the following language:

“That drastic control over all the essential elements of industry is necessary in
war was proved in this country and all others en aged in the World War. is
control, to be effective, must be exercised rum]ioﬁy. That our resources may be
used to support our combatant forees andp supply the essential needs of our civil
population, authoritative prioritics must be enforced. It is vital that there be
8 control over prices that affect the cost of war materials and especially over
price;ﬂ tih?t affect the living expenses of our people who must produce supplies

1 n war.
mi‘ﬁ law, in broad ianmmga should grant to the President the essential authority
to control industry and stabilize prices. Bill H, R. 13201, Sixty-seventh Congress,
fourth session, proposes that control be exercised over manpower and Industry.
The Frinciplfa_ embodied in this bill should be enacted into law, effective in the
event of a major war. With such a law on the statute books, the detafled plans
on which the War Department has been working may be carrled to completion.”
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Through 1926, the leglslation eontinued to gain support, although there re-
mained strong opposition from Influential sources due to lack of un erstanding.
Some labor groups opposed it on the theory that its enactment might lead to the
conseription of labor in peacetime industrial controversies, a theory entirely
without foundation. By 1927, however, it became a;)ps.rent that a majority
{n the Senate and House favored legislation designed to accomplish the end
sought by the Legion, and to give impetus to the education campaign, at the
Ent-nnce of the national legislative committee, authorization was obtained to seek

slation providing for & commission such as had been proposed originally in the
eSwain resolution.

Party prestige was dropped by Legionnaires in Congress in their efforts to ob-
tain effective results, and accordingly Representative McSwain, who was a
member of the then minority party, voluntarily stepped aside and permitted the
necessary resolution to be introduced by Representative Wainwright in the
House.  Senator David A. Reed of Pennsylvania introduced a similar resolution
in the Senate. The Louisville national convention approved this course of action
and in 1028 the Legion focused its efforts upon obtaining passage of the resolu-
tion. The resolution was Fmed by Con , received executive approval, and
in 1930 there came into being the War Policles Commission.

Hearings were begun by the Commission in 1931, and in 1932 the Commission
reported its findings to President Hoover. The report substantiated the position
taken by the American Legion and legislation was introduced in the Senate and
House in support of the findings of the Commission. The country, however, was
in the throes of the depression, and Gon?rem, straining to handle the economie
emergency, adjourned without taking action on universal service. The Hinden-
burg line of opposition, however, was erumbling and the Legion moved swiftly
on toward a victorious conelusion.

We caused additional legislatlon to be introduced in 1933, and in 1934 came an
advance which was destined to solidify rpublin opinion definitely in faver of uni-
versal service. It was the adoption of the Nve-Vandenburg resolution which
created a special Senate committee to Investigate war Eruﬂt.a, review the findings
of the War Policies Commission, inquire into the desirability of creating a govern-
ment monopoly in the manufacture of munitions, and conduet inquiries into other
pro s to take the profit out of war.

he committee was appolnted and became known as the Munitions Investigat-
ing Committee. For a whole year the country was rocked h{ the findings of this
ccmmittee, which mercl]eaul:}' brought into the %gut]i ht of publie opinion the
facts about profiteering and inflation during the World War. It is a significant
fact that the preamble to the resolution creating the committee s ifically gave
credit to the American Legion by declaring the step was taken ‘in response to
the long-standing demands of American war veterans speaking through the
American Legion for legislation to take the profit out of war.”

Thus, as a result of the sincere and continuous efforts of the American Legion,
the vear 1935 found both Congress and the public ready for definite action; the
apathy that had existed for o many years was re laced by a Nation-wide clamor
for the kind of legislation the Legion had sought since 1922, The press of the
Nation, both in their editorial and news columns, demanded immediate action;
war clouds were descending upon Europe and the need for speed was ap nt to
everyone. And the gave unstinted praise to the patient, efficient, and
valiant fight the American Legion had waged single-handed for many years.

In 1035, the House of Representatives, by the amazing vote of 368 to 15,
adopted a f)ill sponsored by the American Legion and introduced by Representative
MeSwain, who was then chairman of the House Military Affairs Committee,
his party having assumed control of Congress. The bill provided for putting a
ceiling over prices, the capture of excessive profits, and control of all resources—
all in time of war. One provision requested by the Legion, the power for drafting
manpower, was eliminated from the bill, but we were ready to request its rein-
statement in the Benate.

In this form, the bill was sent to the Senate and referred first to the Munitions
Investigating Committee. On May 3, that committee reported to the Senate
a bill containing 218 pages, as compared with the compact bill adopted by the
House. Title I;uf the committee bill pertained entirely to taxes and this was
referred to the Senate Finance Committee; titles 1T and 111 were referred to the
Benate MIli Affairs Committes, where they were reduced to simpler language.
The Military Affairs Committee reported its sections to the Senate on June 14,
1935; but It was June 10, 1936, before the Finance Committee could report, and
the bill failed to reach a Senate vote before adjournment,
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The Cleveland national convention of the Leglon, in the fall of 1938, relterating
the stand we had taken for 15 years, unanimously adopted the following resolution:

“Whereas the existing international situation is again threatening the peace of
the world to such an extent that it behooves this representative gathering of
American citizens to take cognizance thereof; and

“Whereas the American Legion has continuously, since its organization, advo-
cated a Universal Service Act, providing for the draft of capital, industry, and man-
]:m;rur. as well as men to fight, in the event of a national emergency or actual war;
anc

“Whereas notwithstanding these vears of continuous efforts by the American
Legion on behalf of this prineiple, the only favorable action to date has been the
passage of a bill by the House of Representatives of the Congress embodying, in
part, the recommendations of the American Legion: and

“Whereas the American Legion feels that the enactment of this principle into
law will be the most effective contribution to the promotion and preservation of
peace; therefore be it v

*'Resolved, That the eighteenth national convention of the Ameriean Legion
demands that the principle of universal service be presented to the forthcoming
session of the Congress as a major point in the legislative program of this organi-
zation to the end that immediate action may be had thereon, so that the principle
of ‘equal service for all, special profits and privileges for none' may be enacted
by the Congress and approved by the President in advance of any national emer-
geney or war,"

Now the American Legion has the question of universal service before Congress
again. During the months since the adjournment of the last session, public
demand for enactment has increased, and the prospects for final victory are
regarded as excellent. 1f the road to success has seemed long, and sometimes
disheartening, there has been reason and some degree of excuse for past delay. The
best interests of the country were served by educating the people to the real need
for this legislation before making it a law, and we have established a record which
will furnish valuable information to those who will administer the law in the future
if it ever becomes necessary to invoke its provisions in time of war. Every Legion-
naire will hope that the law itself will prevent war, but if our prayer for ce is to
be unanswered, then this legislation will become a double- %?J sword, enabling
the country to defend itsclf with greater certainty of a swifter victory and a
minimum of human suffering.

ProriteeriNng Lovne CoNpEMNED

It would be a mistake to imagine that wartime pmﬁt.eerlnf is an evil developed
by this generation; it has stained our national shield of justice and patriotism In
every conflict we have fought since and including the days of the American
Revolution; it will continue to weaken our national defense and build up un-
NECessary debt until we take the stedx to ntamg it out by force of law.

While it is probably true that profiteering and inflation flourished on a grander
seale in the World War, we may learn from reading the following facts, obtained
from official sources, that it plagued George Washington when his valiant Colonlal
Army was battling to establish our demoeracy; that it plagued the Nation during
the Civil War, and we know from experience what Eappened in the Spanish-
American and World Wars,

The seandal of profiteering reached such heights in 1778 that on December 12
of that fyesr the immortal %‘f'ﬂhingtun wrote the following letter to a patriot
in one of the States:

“It gives me very sincere pleasure to find that there is likely to be a coalition
of the Whigs in your State (a few only excepted) and that the assembly of it are
so well disposed to second your endeavors in bringing those murderers of our
cause—the monopolizers, forestallers, and engrossers—to condign punishment.
It is much to be lamented that each State, long ere this, has not hunted them
down as the pests of society and the greatest enemies we have to the happiness
of America. 1 would to God that one of the most atrocious in each State was
hung in gibbets upon a gallows five times as high as the one prepared by Haman.
No punishment, in my u?inion. is too great for the man who can ‘bulld his greatness
upon his country’s ruin,’ "

It requires no streteh of the imagination to understand how severe conditions
must have been to have called forth from George Washington such strong words,
When the Revolutionary War was coneluded victoriously for the cause of freedom,
there was some public diseussion about the subject of profiteering, but no steps
were taken to prevent repetition In the future. That is understandable when
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you conslder the overwhelming task that eonfronted the framers of our Govern-
ment in those days. The notes of James Madison on the Constitutional Conven-
tion show that one representative “‘expressed his dissatisfaction lest the new
Con, should compel payment to the blood-suckers who had speculated on
the distresses of others.” Beyond this, however, nothing of moment was noted.

The scandal of profiteering reared its head on a large seale during the Civil
War. Conditions were such as to cause a committee of the House of Representa-
tives to make an investigation, and in its report to Congress the committee,
among other things, had this to say:

“The system of public plunder which pervaded * * * was inaugurated at
the very beginning and followed up with untiring zeal; the public welfare was
entirely overlooked, and as effectually ignored as if the war was gotten up to
en:bla a mammoth scheme of peculation at the expense of the people to be carried
ou .I‘J

To this, & member of the committee added:

“Such robbery, fraud, extravagance, ﬁcculation as have been developed
* % % pean hu.rdli' be concel of. There has been an organized system of

illage. * * * I fear things have run on 8o far there is no remedy. * * *

he credit of the government is ruined. * * * Everybody knows there has
been such an extent of swindling that payment ought not to be made. i
1 am utterly discouraged and disheartened.”

Again there was investigation, considerable talk, but no action. The same
thing was true of the postwar od of 1917-18, and we do not have to go that
far back for facts; disclosures brought out by the Senate Munitions Committee,
which are fresh in the mind of all, will suffice. Thus, following each war, there
has been academic discussion about the seandals of profiteering and inflation,
but there never has been decisive action. This, too, {s understandable. A people
who have just emerged from a war are in no mood to consider laws, no matter
how beneficial they m:ly be, looking to future wars. The people are weary of
war and their principal desire is to turn their thoughts to reconstruction and

peace.

Thlu; in itself, is one of the soundest arguments in support of the American
Legion’s request that we act now to protect the country and the peo le in &
future war. More than 18 years have uligped into the record of time since the
Armistice ended the World War, as far as hting is concerned, on November 11,
1918; and well we know from hitter experience what war-time profiteering and
inflation can do to us years after the fighting has ceased. And now other nations
flve signs of muvini toward another titanic conflict. We shall do everythin

hat can be done with honor to keeﬁ out of that fight, but we cannot be sure tha%
our efforts to maintain peace wi &mvﬂ effective. We know that universal
service will prove a mighty buttress that effort, and we know also that if war
must come, it will at the same time g;ut.aut us nst the mistakes that have
been so costly in the past. The time to act, therefore, is now.

Leapers Favor UNIVERSAL BEnrvicE

The need for this legislation is recognized by national leaders and those who
mould public opinion. It has the endorsement of the national commander of the
American Legion and past national commanders; of three Presidents of the
United States since the World War; of Mr. Baruch, chairman of the War Indus-
tries Board during the World War; of the War Department; of the press; and
others too numerous to mention. Tt is imposeible to quote here all of those who
have spoken publicly in favor of the immediate enactment of a universal service
law, so & very few have been selected as representative of the whole, as follows:

Harry W. Colmery, national commander of the American jon: “When this
policy is written upon the statute books of our nation, we shall have taken a long
u? ward maintaining the peace all of us cherish and would keep. But we can-
not, we must not, shut our ears to the voice of experience; and the voice of experi-
ence tells us that what has ha ed in the past, in your time and mine, can
happen again unless we take now, before the tocsins of war are sounded
anew, to prevent it. When war mes & matter of equal sacrifice for all, with
smﬂ vilege for none, there will be less lp nda for war, less taking of
chances for purposes of profit, and a more united will fnrl{e.me.”
ast national commander: “The bonus fight is

Murphy, imm stag
Another ﬂigt ooms; the fight to write into law & universal service act. *
1f those who have opponetf the bonus will join us In this fight they need fear no

ended.
P
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more bonuses, If all the materlal resources of Amerlea and all the man power
of America are made available to the Nation's defense in time of war, with special
privilege and profit for none; if the economic diseriminations which prevailed
as between men in the World War are thus eliminated, neither the soldier nor
the Congress will feel that a bonus to the soldier is needed or justified.”

President Roosevelt: “I have much sympathy for the argument that some who
remained at home in elvillan employ enjoyed special privilege and unwarranted
remuneration. That is true—Dbitterly true—a recurrence of that type of profiteer-
ing can and must be prevented In any future war. I Invite the ongress and the
veterans with the great masses of the Ameriean poEulatiun to * * * o0t
recurrence of such injustice out of American life. LI o

President Coolidge: "Undoubtedlr one of the most important provisions In
the preparation for national defense Is a proper and sound selective service act.
Buch a law ought to give authority for a very broad mobilization of all the ro-
pources of the country, both persons and materials, * * * There is little
defense which ean be made of a system which puts some men in the ranks on a
very small pay and leaves others undisturbed to reap very large profits, * * #
In the advent of war, power should be lodged somewhere for the stabilization of
prices as far as that might be possible in justice to the country and its defenders,”

President Harding: “There is something inherently wrong, something out of
accord with the ideals of representative demoecracy, when one portion of our

itizenship turns its activities to private §uin amid defensive war while another
fsﬁght.ing. sacrificing, or dying for national preservation. Qutof * * * yni-
versal service will come a new unity of spirit and purpose, a new confidence and
consecration, which would make our defense impregnable, our triumph assured,
Then we should have little or no disorganization of our economic industrial, and
¢ommercial systems at home, no staggering war debts, no awnhen fortunes to
flout the sacrifices of our soldiers, no excuse for sedition, no pitiable slackerism, no
outrage of treason.”

General Pershing: “* * * 1In time of peace we should formulate a definite
and detailed plan for such mobilization and by periodical revision keep that plan
up to date. * * * Profits to individuals should be cut as low as they can ba
cut without interfering with the flow of supplies in wartime. No one should ba
permitted to enrich himself by taking advantage of the necessities of the Govern-
ment in wartime."

Bernard M. Baruch: “Wars are no longer dynastic. They are entirely eco-
nomie¢ in their origin. Buch wars are never won, They are only and always
lost both by the victor and vanquished alike. We can make a start toward
freventing war; toward minimisinﬁ the loss of a war on the Industrial front after

he fighting is over on the military front. This can be done by, as far as possible,
g]iminsting the profit that war brings and by paying as we fight, as far as may be,

y increased taxes. But in eliminating profits, we must be careful not to eliminate
our actual war defenses,"

Maj. Gen. Hanson E. Ely, long-time commandant of the War Army College:
#When you go to the lives of men and the suceess or failure of war, there comes the
question of time, which in war is much more valuable than mone . If such a
bill is enacted in peacetime, so that all plans can be made, so that when Congress
(declares that war is imminent or war exists, the President is given those powers
o exert through those agencles which he may need, we will undoubtedly profit
in any future war.”

It can be stated definitely that the press of every State in the country has
come out unequivocally in support of the American Legion plan for universal
pervice. Of hundreds of editorials received at national headquarters in tho past
year, only one has criticised the Legion's stand, and this was due to the writer

f the editorial misinterpreting the intent of the law. He seemed to believe that
rt provided for the elimination of all profit in time of war; he overlooked the true
fact, that the bill would eliminate only war profits, excessive profits above peace-
time normal. A brochure the size of this one could be filled entirely by quoting
only excerpts from the favorable editorials that have been received at h quarters.

CONCLUBION

The whole story about universal service—the full arguments in its favor
details of the American Legion's fight for its accomplishment, presentation
excerpts from the statements of all of those who have come out publiely in sup-

ort of it, and similar data—would fill & volume many times as thick as this one,
he sole purpose of this brochure is to present a brief outline so that those who
are carrying the fight in what we belleve to be the final phase of our effort, will
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have vital facts and an accurate knowledge of the American Legion's plan. We
are now at a vital stage; we can win this important victory for America and the
American people. rite or wire vour Senators and Congressman to support
and vote for the American Legion bill.

The first eiﬁht sections of the bill amended as recommended by

the Senate Military Affairs Committee will read as follows:

That whenever Congress shall declare war the President is hereby authorized
to determine and publicly proclaim it to be unlawful to buy, sell, or otherwise
contract for any article or thing enumerated in such proclamation, or procla-
mations, at a higher rate, rent, price, commission, compensation, or reward
than was in effect at a date determined and set forth in such proclamation or
proclamations.

Sgc. 2. Whenever in the eole discretion of the President he shall determine
that any maximum price, rent, rate commission, compensation, or reward pre-
viously proclaimed shall be adjusted either upward or downward, he is hereby
authorized to make and publicly proclaim such adjustment, and such adjustment
ghall have the full force and effect under this statute of such price, rent, rate,
commission, compensation, or reward before such adjustment.

Sec. 3. That in the event of war declared ny Congress to exist, which in the
Ludgment of the President demands the immediate increase of the military eatab-

shment, the President be, and he is hereby, authorized to draft into the military
gervice of the United States such members of the unorganized militia between
the ages of twenty-one and thirty-one as he may deem necessary, subject to such
conditions, exemptions, rules, and re ulations, as the President may preseribe
and publicly proclaim. Likewise, during guch time of war declared by Congress,
the President shall have power to determine and ublicl;;(i)mclnim from time to
time the material resources, industrial organizations, and public gervioes over
which Government control, including requisitioning materials for use or resale
bv the Government, shall then be necessary and such control shall be exercised by
him thrnugg agencies then existing or which he may then create for such purpose.
8rc. 4. During the period of any war declared by Congress the President is
hereby authorized, when in his opinion the successful prosecution of war renders
it advisable, to require, under such rules and regulations as he may establish,
the reTiatmtiun of all or any class of persons w::n%Ijl ed in the mnm&m&nt or
control of any industrial or manufacturing establishment designa by him.
Thereupon, at his option, such persons istered pursuant to the provisions of
this section may be brought into the service of the Government as civilians for
the duration of the war under such rules and regulations as the President may
rescribe.
o Skc. 5. During the period of any war declared by Congress the President is
authorized to determine, and by publie proclamation, or proclamations, announce
what classes of public service, real property, or right, or of dealers, exporters, im-
rters, manufacturers, or producers, of an article or commodity shall be required
operate under licenses, fix the conditions of such licenses, and to grant licenses
under such conditions. After such determination and proclamation by the
President, it shall be unlawful for any such determined classes to engage in
business without such license.

Sgpe. 6. During the period of any war declared by Congress the President is
authorized to determine and publicly proclaim the order or priority in which any
manufacturer, dealer, producer, exporter, importer, or publie service in the United
States shall fill orders, or transport anything or furnish power, and after such
determination and proclamation it shall be unlawful for any such manufacturer,
dealer, producer, axfortar, importer, or public service to fill such orders in any
other order of priority.

Sgc. 7. That during the period of any war declared by Congress the President
is empowered to create such agencies, boards, or commissions, ineluding the
employment of necessary personnel, and to designate agents or agencies to exer-
cise such portion of his powers as he may deem nec_eami and proper to accom-
plish the purpose of this Act. Likewise, at such time, he 8 | have power to
make such rearrangements of Executive agencies, and of bureaus and divisions
thereof, and to transfer such duties, powers, and personnel as he may deem
necessary for the proper conduct of war, or for the meeting of such national
emergency.

Skc. 8. That any person, firm, or co ration violating any of the provisions
OB, B v publicly proclaimed orders, rules, or regulations r‘tmdg
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to be guilty of a misdemeanor and shall be liable to indietment and trial therefor,
and upon eonvietion thereof shall be sentenced to pay a fine, not exceeding
S}DII},{]DH, or to serve in prison, not exeeeding one year, or both, at the discretion
of the court.

Report of the War Department on S, 25 follows:

Marcn 10, 1937,
Hon. Morgris Snerrann,
Chairman, Commiltee on Military Affairs, United Stales Senale,

Dear SENaTOR Suepparp: You have referred to me for comment a copy of
B. 25, Seventy-fifth Congress, introduced hfv you on January 6, 1937, and entitled
“A bhill to prevent profiteering in time of war and to equalize the burdens of
war and thus provide for the national defense, and promote peace.”

The bill as a whole is favorably considered by the War Department. The
broad control measures provided form the basis of the recently revised Indus-
trial Mobilization Plan of the War and Navy Departments to launch an orderly
procurement program_of munitions and carry it promptly forward when an
emergency is faced. In the interest of national defense, it is considered desir-
able that a basic law delegating these controls within the authority of the Presi-
dent be enacted in time of peace. Buch action in time of peace will tend to
insure prompt execution in time of an emergency, and, moreover, will give war
{}mcuremcnt planning a sound basis of legal authority. In this connection
t may be stated that one of the efforts in this planning is to initially distribute
the war production load to such an extent that the regular peacetime voeations
of industry may continue to the extent possible under the circumstances. In
order to provide this production distribution, and to effect this desired result,
the control measures carried in this bill should be immediately available to the
President if and when a war emergency is at hand.

Sections 1 and 2 of the bill contain price-control measures. The War Depart-
ment has heretofore proposed and endorsed wartime price control. The wording
of section 1 leaves uncertainty as to whether or not control of wages and salaries
for personal services is authorized therein. In measures previously proposed
b}.r the War Department there has been advanced the premise that all elements
of the Nation should be treated alike in war legislation, and it is felt that, if the
control of prices in general is provided, the control of wages should be included.
Any effective price control must, of necessity, include all elements entering into
cost. Therefore, it is suggested that the word “service’ be included with “article
or thing" in line 7, page 1.

The enactment of an inflexible plan of price control would, in the opinion of
the War Department, be highly inadvisable. The proposals in sections 1 and 2
of the proposed bill are excellent in that they will permit the President to appl
the price-control structure in successive segments or panels for groups of matenali
or commodities rather than as one all-embracing imposition of a price ceiling.
The administrative difficulties that would be entailed by the latter procedure
would be insurmountable, and the price-control activity would soon become
discredited through failure of enforcement. The flexible provisions provided in
this bill would enable the problem to be met through successive steps as the
necessity arose and the administrative machinery had been constructed to make
the legislation effective.

That portion of section 3 providing for a military draft of the unorganized
militia in the discretion of the President, subject to such conditions, rules, and
exemptions as he may impose, is fnvumhfy considered. In the interest of clarit
it is believed the words “and naval"” should be added after the word “military”
in line 12, page 2, and “or naval” added after the word “military” in line 13, 2,

The further provisions of section 3, for needed governmental controls, through
the President, of the material resources and industrial organization of the Nation,
form the foundation upon which industrial mobilization in time of an emergency
is built, Immediate authority will then exist to set up and function a wartime
civilian agency, similar to the War Industries BonrJ, to guide the Industrial
effort of the Hat-iau in support of the armed forces and to protect insofar as
possible the peacetime pursuits of the Nation, Security and commodity exchanges
should be specifically included within such control. Procurement planning, to
date, has emp]w.nizecr the fact that certain war matériel production must be given
initial preference by industry; certain raw materials and commodities must be
nationally controlled; certain regulations affecting conservation and prevention
of wasta mav be nespazarv: tranenortation nower and fuel muest ba siinerviaesd

S
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Department endorses the principle that war should not be an excuse nor an
opportunity for undue or excessive profits and maintains that the controls herein
discussed, concentrated in one or more agencies responsible directly to the Presi-
dent, will be of material assistance in limiting profit as well as in the coordination
of the industrial effort., It may be further stated that this provision is not con-
gidered to be in confliet with section 120 of the National Defense Act, which per-
mits the President, in time of war, or when war is imminent, to place compulsory
orders with industry for required ﬁ:mducts or material,

Section 4, giving the President the optional authority to require persons engaged
fn industrial management to register and to be brought into the service of the
Government as civilians, is favored by the War Department as a compulsory
adjunct to the industrial controls provided for in the preceding section just dis-
cussed. While it is expected that industry and the managements thereof will
eo0 te with the Government in any war effort in which the security of the
Nation mayv be imperiled, occasion may arise when the exercise of the arbltrary
authority conferred by this section may be necessary,

Section 5 provides for the control of designated business activities through
licenses. Similar control was exercised in a number of instances durlng the
World War by authority of a serles of statutes. License control is an adminis-
trative measure necessary to put into effective operation the controls ?mvidcd
for in this hill. Tt appears that “owners' should be included with “dealers,
exporters’’, ete.

tion 6 provides the priority controls necessary to bring the national assets
to the national needs. Through priority, acting under the controls covered in
section 3, the needs of the Nation will be filled in the order of essentiality.
Priority is one of the basic Industrial controls to render effective industrial support
to the Nation in time of war.

Section 7 authorizes the President to create new and to rearrange existing
agencies to carry into effect the provisions of this act. It is not deemed advisable
to limit the authority over existing agencies to those of strictly executive functions.
Other agencies may be in existence at the time, having certaln administrative
responsibilities relating to procurement of military supplies, and for this reason it
is recommended that, if any such do exlst, the same authority be extended over
those functions. It is also recommended that the President be given authority to
suspend, during the period of the emergency, the whole or part of any law or laws
of the United States relating to the procurement of nupipﬁua for the Military and
Naval Establishments when, in his opinion, such laws impede such procurement
activities.

No comment seems warranted as to penal provisions, section 8.

Seetion 9 imposes an excess-profits tax to be effective during the Eriod of war.
The War Department refrains from commenting on this section, believing that
other agencies of the Government are better qualified and have more direct
maponmﬂitles in connection with taxation measures. It is desired to emphasize,
however, that any tax measure adopted must not remove the incentive to produce,
and thus threaten the more vital activity of securing the munitions required in war.

Attention is invited to some rather peculiar results which might come from
the operation of this section as now writlen. Assuming that this section
applies to every person, soldiers as well as civilians, regardless of the amount
o? his income during the 3 years next preceding the declaration of war, then
officers and soldiers of the inﬁlulu Amﬁ' promoted during the revious 3
years would receive a decrease in pay during the emergency, and officers, non-
commissioned officers, and c}:rivnt.aa promoted to higher g during the emer-

ney would have to refund practically all of the amount representing increase
n pay due to such promotion. Similarly, it is possible that the average incomo
of many of the soldiers drafted for the emergency, with respect to the 3 vears
next preceding, same principle would npplato the pay of some emergency
officers regardiess of rank. If this section is not intended to apply as above
indicated, it is su that it be amended so as clearly to be inapplicable.

It ap advisable to add two additional sections to the bill—one, suspend-
ing during the effectiveness of the proposed bill all acts or parts of acts con-
flicting or inconsistent with the provisions thereof; and another section provid-
ing that the whole act shall not become invalid in the event any provision thereof

ghall be nullified.
To make effective the changes discussed above, and other small changes in

phraseology to insure uniformity, the following specific amendments are recom-
mended:
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Beetion 1. Change line 7, page 1, to read: “article, service, or thing enumer-
ated in such proclamation, or proc-."

Bection 3, Change line 10, page 2, to read as follows: "ency due to the im-
minence of war, declared by Congress to exist, which in the judgment."”

Change lines 12 and 13, page 2, to read as follows: ‘'Military and Naval Estab-
lishments, the President 'be, and he is hereby, authorized to draft into the mili-
tary or naval service of the United.”

hange line 21, ga.ge 2, to read as follows: “‘resources, industrial organizations,
public services, and security or commodity exchanges over.”

Section 4. dhnnge lines 1 and 2, page 3, to read as follows:

“See, 4, During the period of any war or national emergency due to the im-
minence of war, declared by Congress to exist, the President is hereby authorized.”

Section 5. dhnnge lines 12 and 13, page 3, to read as follows:

“Sge. 5. During the period of any war or national emergency due to the im-
mlncn’t‘:a of war, declared by Congress to exist, the President s authorized to
deter.

Change line 16, page 3, to read as follows: “right, or of owners, dealers, ex-
porters, importers, manufacturers, or.”

Change lines 21 and 22, page 3, to read as follows: "unlawful for any such
determined classes to operate without such license.”

Bection 6. Change lines 23 and 24, page 3, to read as follows:

“Sgc, 6. During the period of any war or national ame?enc}' due to the
in:u‘:lijinenc? of war, declared by Congress to exist, the President is authorized
to deter-.

Change line 1, page 4, to read as follows: “any owner, manufacturer, dealer,
producer, exporter, importer, or."”

Change line 4, page 4, to read as follows: "“and proclamation it shall be unlaw-
ful for any such owner, manufac-."

Section 7. Change line 14, page 4, to read as follows: “such rearrangements
of executive agencies, or any other agency having administrative responsibilities
relating to procurement, and of bureaus.’

Change line 17, page 4, to read as follows: “of war, or for the meeting of such
national emergency; and, likewise, he is authorized to suspend by proclamation
the whole or ?nrt of any law or laws of the United States relating to the procure-
ment of supplies for the Military and Naval Establishments when in his opinion
guch laws impede such procurement activities.”

Bection 10. Add a section 10, to read as follows:

“Brc. 10. All acts or parts of acts conflicting or inconsistent with the provisions
of this act are to the extent of such conflict or inconsisteney suspended during
the effectiveness of this act."

Bection 11, Add a section 11, to read as follows:

“Sec. 11. If any provision of this act, or the application thereof to any person
or circumstances, is held invalid, the remainder of the act, and the application
:{1 nuI;:h _ valsinm to other persons or circumstances, shall not be affected

ereby.

It is requested that Col. C. T. Harris, Jr., United States Army, be permitted
to appear before your committee, as the War Department representative, in
nquart of the recommendations submitted herein.

his report was submitted to the Bureau of the Budget, which advised that
there would be no objection by that office to its submission to Congress, it being
understood that no commitment would thereby be made with respect to the rela-
tion of the proposed legislation to the program of the President.
Sincerely yours,
Hanry H. Woobpriva,
Secretary of War.

Report of the Navy Department on S. 25 follows:

DEFARTMENT OF THE Navy,
OFFICE OF THE SECRETARTY,
Washington, March 11, 1987.

My Dear Mr. Cuamman: The bill (8. 25) to prevent profiteering in time of
war and to equalize the burdens of war and thus provide for the national de-
fense, and promote peace, was referred to the Navy Department by your com-
mittee with a request for views relative to this measure,

The purpose of the bill 8. 25 is to place in the hands of the President, when-
ever Congress shall declare a war or the existence of an emergenci due to the
imminence of war, the power to fix prices, control prices, place the selective-
service law in effect, draft the management of industrial concerns, license the
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operation of Industries, direet priority of produetion and revise the executive
a.gen;':fiea of the Government as necessary. It also includes a penalty and a tax
provision,

This bill, if enacted into law, would go far toward strengthening the hand
of the President in any national emerg;m}r and greatly assist in the orderly
mobilization of the industrial forces of country in the support of the armed
services, insure that the interests of the civilian population are properly taken
care of, and make the transition from peace to war and back again far easier,
avoiding many of the tragic economic and social consequences of the last war,

It is believed that the following amendments will strengthen the bill and
bring it even more closely into accord with the Eu]icie:: enunciated in the indus-
trial-mobilization plan revised 1936, approved by the Secretary of the Navy,

Ee-gg-;nbm 8, 1036:
ion 1, page 1, line 7: Insert the word “service’ after “article’.

This change is suggested in view of the fact that it is impossible to fix the
prices of commodities without at the same time fixing the cost of services.

Bection 3, page 2, line 12: Insert the words “and naval” after the word
fmilitary".
tsBmﬁun 3, page 2, line 13: Insert the words "or naval" after the word “mili-

ry'.

hese changes are suggested in order to prevent any possible misunderstanding
as to the inclusion of the Naval Establishment in the bill. The use of the term
“military” alone in the National Defense Act led to some confusion which was
cleared up, to some extent, by the administrative definition but modern dictionaries
continue to apply the term solely to the Army,

Section 5, page 3, line 16, after “of”, insert “owners”,

Bection 6, page 4, line 1, after "any" Insert “owner”.

Bection 8, page 4, line 4, after the word “such”, insert the word “owner”.

These changes are suggested as it is believed that these insertions more clearly
exg;:m the actual intent.

tion 7, line 14, insert after “agencies”, the wordas “or any other agencies
having administrative responsibilities relating to procurement.”

This change is Bu;geated in view of the fact that the General Accountin
Office ie included under the legislative functions of the Federal Government an

ot under the executive agencies and is one of the offices which must be controlled
Ey the President in time of national emergency.

Section 7, line 17, after “emergency’’, change the period to a comma and add
fignd likewlse he is authorized to suspend by proclamation the whole or part of
any law or lawas of the United States relating to the procurement of supplies
for the Military and Naval Establishments when, in hie opinion, such laws impede
such procurement activities."

The eurrent difficulties being experienced by all of the urement cics
of the National Government due to the restrictive provisions of the Walsh-
Healey Act (49 Stat. 2036) as regards the employment of labor, and the Vinson-
Trammell Act (48 Stat. 505), as amended by the act of June 25, 1936 (49 Stat.
1926), restricting the profits of Government contractors seem to indieate the
necessity for the removal of these restrictions to insure the smooth operation of
the Government procurement services in time of national emergency.

Bection 3, page 2, line 21, eliminate “and" and add after “public services" the
words “and security and commodity exchanges."

Tax provisions in any measure come solely within the purview of Congress,
and, therefore, the only comment offered on section 9 Is quoted from exhibit 1
of the first day's hearings before a subcommittee of the Committee on Mﬂiugr
Affairs, Uni States ﬁut% Beventy-fourth Congress, first session, on H. R.
5520, May 25 and 81, 1935, ““That the tax provisions must not be of such a nature

to hinder the procurement of munitions when the necessity for their manu-

ture arises.”

It is considered that the following corrections will tend to bring the various
sections more closely into accord in their Phra.miugy:

tion 3, page 2, line 10, after “ency”, add "“due to the imminence of war."”
tion 4, page 3, line 1, after “or", add ‘inational’ ; and after “emergency’’,
add “due to the imminence of war."

It should be noted that this provision is permissive and not mandatory.

Section b, page 3, line 12: After “or” add “national” and after “emergency”
add “due to the imminence of war',

Beetion 5, 3, line 13: After “Congress” add “to exist”,

Make same ges in line 23, section 6.
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Bectlon EI page 3, line 21: Bubstitute the word “operate’ for the phrase “angage
in business",

Section 7, page 4, line 1: After “or” add “national” and after “emergency"

add “due to the imminence of war”,

Section 7, page 4, line 2: After “Congress” add “to exist",

This uses the same phraseclogy employed in line 18.

It appears advisable to add the following usual legislative provisions to this

bill:

Sec. 10. All Acts or parts of Act conflicting or inconsistent with the provisions
vof this Act are to the extent of such confliet or inconsistency suspended during the
.effectiveness of this Act,

Sec. 11. If any provision of this act, or the application thereof to any person
-or circumstances, is held invalid, the remainder of the Act, and the application
,of such provisions to other persons or circumstances, shall not be affected thereby.
: Thadbtll 8. 25 if ennctecr into law as drawn, does not involve any expend{ture

of funds,

There is enclosed a draft of the bill 8. 25 with the changes recommended above
-added thereto and indicated through the use of the Ramseyer Rule.

The Navy Department recommends that the bill (8. 25) be enacted, if amended

as recummende:P in the accompanying draft.
Sincerely yours,
Craupe A. Swanson.

The Caairman, CoMMITTEE oN MILITART AFFaIRs,

United States Senate, Washington, D. C

A BILL To prevent profiteering In time of war and to squalize the burdens of war and thus provide for the
natlonal defense, and promote pesce

" Be it enacled by the Senate and House of Representatives of the United States of
America in Congress assembled, That whenever Congress shall declare war or the
existence of an emergency due to the imminence of war, the President is hereby
puthorized to determine and Fubllcl:.r roclaim it to be unlawful to buy, sell, or
‘otherwise contract for any article, service, or thing enumerated in such proclama-
tion, or proclamations, at a higher rate, rent;xrica commission, compensation, or
reward than was in effect at a date determined and set forth in such proclamation
or proclamations,

EC. 2. Whenever in the sole discretion of the President he shall determine
that any maximum price, rent rate, commission, eompensation, or reward
previously proeclaimed shall be u:liusted either upward or downward, he |s hereby
authorized to make and publicly proclaim such adjustment, and such adjustment
shall have the full force and effect under this statute of such price, rent, rate,
commission, compensation, or reward before such adjustment,

Sec. 3. T'hut in the event of war, or of a national emergency due to the
Amminence of war declared by Congress to exist, which in the judgment of
the President demands the immediate increase of the Military and Naval Estab-
lishments the President bah:nd he is hereby, authorized to draft into the mili-
tary or naval service of the United Btates such members of the unorganized
militia between the ages of 21 and 81 as he may deem necessary, subject to
such conditions, exemptions, rules, and regulntionu, as the President may pre-
#cribe and publiely Erouhlm Likewise, during such time of war or national
emergency declared by Congress, the President shall have power to determine
and publicly proclalm from time to time the material resources, industrial
organizations, public services, and security and commodity exchanges over
which Government control, including requisitioning materlals for use or resale
%y the Government, shall then be necessary and such control shall be exercised

y him through agencies then existing or which he may then create for such
purposes.

Sec. 4. During the period of any war or national emergency due to the im-
minence of war declared by Con , the President is hereby authorized,
when in his opinion the successf ution of war renders it advisable,

require, under such rules and regulations as he may establish, the ra-

ion of all or any elass of persons ang;gad in the ma ment or control of

any industrial or manufacturing establishment designated v him. Thereupon,
at his u%tion. such persons red pursuant to the provisions of this seetion
may be brought into the service of the Government as civilians for the duration
of the war under such rules and regulations as the President may preseribe,

Sec. 5. During the period of any war or national mmn}r due to the im-
minence of war declared by Congress to exist the ent s authorlzed to
determine, and by public proclamatlon, or proclamations, announce what classes
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of publle service, real property, or right, or of owners, dealers, exporters, im-
porters, manufacturers, or producers, of any article or mmmucﬂty shall be re-
quired to operate under licenses, to fix the conditions of such licenses, and to

ant licenses under such conditions. After such determination and proclama-

n by the President, it shall be unlawful for any such determined classes to
operate without such license,

Sec. 8. During the perlod of any war or national emergency due to the im-
minence of war declared bI: Congress to exist the President is authorized to
determlne and publicly proclaim the order or priority in which any owner, manu-
facturer, dealer, producer, exporter, importer, or public service in the United
Btates shall fill orders, or transport anything or furnish power, and after such
determination and proclamatio: it shall be unlawful for any such owner, manu-
facturer, dealer, producer, exporter, importer, or public service to fill uucf: orders
in any other order of priority.

S8rec. 7. That during the perlod of any war or national emergency due to the
imminence of war declared by Congress to exist the President is empowered to
create such agencies, boards, or commissions, including the employment of
necessary personnel, and to designate agents or agencies to exercise such por-
tion of his powers as he may deem necessary and proper to accomplish the pur-
pose of this act. Likewise, at such time, he shall have power to make such re-
arrangements of exeeutive agencies, or any other agencies having administra-
tive responsibilitics relating to procurement and of bureaus and divisions thereof,
and to transfer such duties, powers, and personnel as he may deem necessary
for the proper conduct of war, or for the mecting of such national emergency,
and likewise he is authorized to suspend by proufau:m.t.iun the whole or part of
any law or laws of the United States relating to the procurement of supplies for
the Military and Naval Establishments when, in his opinion, such laws impede
such procurement activities. fits.

S8ec. 8. That any person, firm, or corporation violating any of the provisions
of this act, or x’iulntin§ any publicly proclaimed orders, rules, or n:;gula,t.ionu
made by the President for executing the powers contained In this act, is hereby
declared to be guilty of a misdemeanor and shall be liable to indietment and
trial therefor, and ggn convietion thercof shall be sentenced to pay a fine,
not exceeding $100,000, or to serve in prison, not exceeding 1 vear, or both, at
the diseretion of the court.

Sec. B. That uimn the declaration of war, and during the perfod of such emer-
geney, there shall be imposed a tax of 95 pereent of all income above the pre-
vious 3-year average, with proper adjustments for capital expenditures for
war purposes by existing or new industries, ¢l

Sec. 10. All nets or parts of acts conflicting or inconsistent with the ri)mvi-
sions of this act or to the extent of such conflict or inconsisteney suspended during
the effectivenecss of this act.

Sec. 11. If any provieion of this act, or the applieation thereof to any person
or cireumstances, is held invalid, the remainder of the act, and the application of
such provisions to other persons or circumstances, shall not be affected therchy.



MINORITY VIEWS OF MR. NYE AND MR. LUNDEEN

Since there is today such large public insistence that the United
Btates be prepared to resist inﬁvement in another foreign war, that
the burdens of war shall be shared by soldier, labor, and capital alike,
that profit from war be absolutely removed, it is unfortunate that this
bill, g 25, is understood in some quarters to be a war-profits and
universal-draft bill. It is neither.

PUTS PROFIT IN WAR

Indeed, it can fairly be said that this bill puts profit in war, not out,
in a way that will later be discussed in this report.

NOT A UNIVERSAL DRAFT

As to its right to title as a universal-conscription measure it should
be pointed out that the bill, however seriously it may seem to want
to accomplish the result, leaves capital and property quite free of any
such draft as human lives are subjected to um?er the same bill,

There can be no plan worthy of the name of “universal conscrip-
tion”” which is not accompanied by stringent wartime tax rates and a
constitutional amendment assuring the right of Government to take
property and capital as it takes and uses ﬁuman lives counted neces-
sary to the winning of a war. 8. 25 does neither.

SOMETHING FOR EVERYBODY

This bill represents a varﬂﬂpeculiar kind of bargain. It offers some-
thing for every shade of believer in what ought to be done in time of
War. :

MORE PROFIT IN WARTIME

Those who want this Nation to stay our of foreign wars are given
something: A provision that industry shall make only a little more
in wartime than in peacetime. The idea seems to Be that cutting
down the great war-profit incentive even a little will make any
industrial hotheads cooler.

On the other hand, those who want this Nation to engage in foreign
wars are given something: A provision that, in advance of any war,
the Nation will commit itself to the proposition of drafting 2 to 3
million men, obviously not for defense of this Nation from attack
but for use abroad. No responsible Army or Navy official has stated
that we need such a force to repel invasion. This is definitely a draft
of service overseas,

Again, those who want the Government to be able to control
capital in wartime are given something: Language which, on paper,

20
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gives the Government the power, on paper, to do to industry what-
ever it wants to do.

On the other hand, those industrialists who may not want the
Government to exercise any such control, have the pleasant realiza-
tion that the bill is not coupled with any constitutional amendments
authorizing Congress either to fix prices or take property.

FIX COMPENSBATION FOR LABOR

Again, those who think labor is getting too large a share of the
national income are given something: ey get a provision that
“compensation” for all civilian work shall be fixed by the Government
even as it is today in Italy and Germany.

On the other hand, lugur is given the assurance of a representative
of the War Department that tﬁmrﬂ will be no attempt to draft labor

formally.
PRICES TO BE FIXED—NOT PROFITS

Again, those who are interested in preventing the high cost of living
in wartime from inflicting injury on the recipients of the very modest
Government allowance to aul?irers' families get something. A pro-
vision that prices will be fixed.

On the other hand, all the low-cost industrial companies in the
country get something: The assurance that nothing will be done to
stand 1n the way of getting the fullest production possible with the
result that, exactly as in the first World War, the prices will be high
enough to make profits for the high-cost companies and fortunes for
the low-cost companies.

DICTATORBHIF AND PREBB CONTROL

Again, those who believe that the President always knows best, get
something: Complete abdication of power by Congress over practically
Il phases of our political life, allowing even the regimentation by the
lrm of the Comptroller Ganaral.lmql‘hia abdication has been suffi-
clently clear for the conservative Chicago Tribune and New York
Herald Tribune to call the bill undisguised dictatorship.

On the other hand, those who don't like either the Chicago Tribune
or New York Herald Tribune get something: The suppression of the
slightly critical press in wartime through absolute control of priorities
of shipment of paper, ink, and machinery.

BUILD FOR GREATER MILITARISM

Again, those who believe in militarism receive something: The
rospect of providing in peacetime an officer class, like that in pre-war
any, large enough to command the 2 to 3 million men who will
walk to arms upon the declaration of war, all eager for promotion and
ay and extension of the draft age downward to 18 and up to 40, and
gngar for action, and as determined as munitions manufacturers that
every unit should have supplies long in advance of war, and all the
rest of the things which cl‘;mwt.arized pre war German militarism.

1 Colons! Harrls' testimony on 8. 28, Senate Military Affairs Committes, p. 144.
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On the other hand, those who do not believe in militarism or that
& great conseript army is now needed for defense of this Nation (in
addition to the present Regular Army and the National Guard) get
something: The phrase in the preamble which says that the purpose of
the bill is ““to promote peace.”

EQUALIZE BURDENS WITHOUT BURDENING

Again, those who think property should always have more adequate
rotection than human life, and especially in wartime, get somet ling:
he provision that if a man makes 5 million a year in peacetime (after

taxes) and increases his gross income by 5 million more in wartime,
he shall be allowed to keep $5,250,000 (after taxes) in wartime.

On the other hand, those who do not think property should receive
more Erutect,inn than human life, but should instead be placed on & par
with human life, get something, too. They receive some very noble
language in the Preamble that the intent of this bill is “to equalize the
burdens of war.”

TAKES HUMAN LIVES—PROMISES TO TAKE PROFPERTY

This bill represents a bargain with a little in it, either in the form
of word or deed, to please everyone, except, perhaps, those who are
to be killed on foreign fields in the next war. Perhaps we do not
expect to hear very much from them. Perhaps all billg in Congress
are more or less bargains; but very few are bargains between life and
property, as this one is, between life and death, and are consequently
not of equal importance with this one.

The essential bargain of this bill is the assumption that men will
allow themselves to be drafted to die overseas itP they but have the
assurance that the war will not be utilized as an opportunity for
profit and self-enrichment by the same men and corporations who used
1t in that way during the last war, but, that to the contrary, the
burdens of war are really equalized.

Does this bill enable us to face the parents in our States and give
them the assurance that when their sons are sent abroad to take tileir
chances of dying they can rest assured that the other elements in the
ﬁuutry are going to be called upon to sacrifice equally with them-

ves?

The answer is clearly, “No.” None of us can say to the parents or
to the young men that anybody else will be called upon to sacrifice,
under this bill, to compare with them. They will give their lives
while, under this bill, the rich become richer.

ABANDON DEMOCRACY TO BAVE IT

wes this bill enable us to face the yo men in our States and
give them the assurance that when they go abroad to make the world
safe for democracy again, we will under this bill, be able to retain
democracy in this Nation, at least? The answer is clearly, “No.”
Whether 1t will be a socialistic dictatorship set up under this bill, as
is feared by the Chicago Tribune (which says that it opens the doors
for the commissars), or whether it will be a Fascist, authoritarian,
big-business-plus-Army-machine dictatorship, as the liberal and labor
papers fear, no one can say now. It depends on whether we have a
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President who has socialistic leanings or a President who has ideas of
treating the people tough in the interests of property. The one thing
we can say to them is that democracy wil[pba suspended over here
“for the duration.” Nor is there any time limit on the duration.

This bill, then, does not equalize the burdens of war. Perhaps no
bill ean fully equalize them. If no bill can do so, let us at least
strike out of the preamble the claim that we can do so—the words “to
equalize the burdens of war” and substitute the language used in the
1936 Annual Report of the War Department concerning similar
control measures; namely, to “help the country to pass promptly and
smoothly to a war footing.”

MORE PROFIT IN WAR

Another question raised by this bill is this: Does this bill prevent
the profit seekers from doing their best to make war profits, and in the
course of that activity to influence our Nation's entry into a foreign
war, involving the transport of American boys to foreign fields?

The answer must be that this bill does not prevent that, even though
it contains the fine-sounding provision of a 95 percent tax on income
above the average enjoyed during the 3 years preceding our entry
into war. Had this provision been in effect during the 2 years we were
in the World War it would have collected no tax from our great war
industries like the du Pont Corporation. The fact of our geographical
advantage makes it almost inevitable that the experiences of the wars
of 1812 and 1914 will repeat themselves to the extent that no other
nation will seem even a remote danger to our safety or interests until
it has demonstrated superiority in the course of foreign war or begins
to interfere with our war commerce with the other belligerents. A

riod of several years of foreign war might elapse before our entry
into it. The result of this may well be a pre-war increase in our shi
ments of metals, war materials, and food, at high prices, to the bellig-
erents, or, as at present, to the arming nations, the belligerents-to-be.
The result is, in either case, high profits before our entry into war,

BILL ENCOURAGES WAR TRADE

The question is, Does this bill really put any check on the war
interests of the industries engaging in this traflic? One cannot see
how it will do so. This bill, as it stands, puts every business on guard
that unless it makes all the profits it can in the pre-war period it will
be penalized in the war years. It will have to pay more taxes than
its competitor which has been engaging in the trade with the belliger-
ents nng making high war profits prior to our entry.

One comment occasionally made on the neutrality Fmpuﬁals was
that they did not change the 1914-17 situation in which we were the
natural sellers to England. The fact that England has the naval
power to keep Germany off the seas is something we cannot legislate
about. Dut this bill legislates an obligation on to every American
company to deal as frantically and heavily with the future belligerents
as it can, in order to avoid the unequel taxation (95 percent of profits
above 3-year pre-war average) which will fall on it compared to its
competitors if it fails to sell to the belligerents before our entry into

A war.
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WAR BUSINESS MEANS WAR OR PANIO

Again, it is held doubtful if any legislation to take the profits out
of war will do much to discourage our entry into a war if and when the
alternative is panic. Secretary Lansing and Secretary MeAdoo both
pointed out in 1915 that we had to go on selling to ngland even by
using our own money to pay ourselves, or face a panic. So the loan
embargo of that day broke down. Ambassador Page pointed out
that probably the only way we could save our war-made markets
was by going to war. If we base our economic life on foreign sales
we are lost. Businessmen will be faced, in the course of a foreign
war, with the alternative of shutting up sho completely (as soon as
foreign cash has run out) or of approving such other steps as may get
us in—at which time they will Ee sawa§ from disaster by a flood of
United States Government orders. While no one wants war, when
that alternative is presented we will not find the industries of the
Nation protesting against war. Some profit is always better than
no profit. Five percent more than the d-year pre-war average is
a fortune compared to taking a loss resulting from the early close of
& foreign war and discontinuance of war purchases.

Deaﬁﬁg only in economic terms—the terms which this bill attempts
to uit:-e to discourage war spirit—the bill cannot accomplish the desired
results.

COMPARISON OF BACRIFICES UNDER BILL

The third question is: Is capital called upon to sacrifice sufficiently
to warrant calling upon labor to sacrifice so greatly as is proposed in
this bill?

All statutes standing in the way of wartime procurement are to go.
I take it this may mean the National Labor Relations Board Aect and
State minimum wage and hours laws. The War Department repre-
sentative has told us frankly that even the Comptm].gr General is to
be regimented. Under a really determined Executive every labor
union in the Nation could be broken up, exactly as Hitler has done.

Even as the bill stands, without the addition suggested by Mr.
Baruch and the War Department for further lan e specifically
fixing wages, wages can and will be fixed under this hiﬁl.l Hﬁ‘he President,
is allowed to fix “compensation.” That certainly means wages. The
Walsh-Healey Act is spa-ciﬁcall‘r slated to go, according to the War
Department. Doubtless the Vinson Act attempting to hold down
naval shipbuilding profits to 11 percent will be another vietim of the
war.

Is capital called upon to sacrifice as much as labor under this bill?
There is no evidence of it. The equivalent of depriving labor of unions
of the right to collective bargaining, would be to deprive capital of
the right to a fair return for its services—which is not remotely at-
tempted in this bill. Practically every witness has pointed out that
capital must have what it wants or the successful conduct of the war
will be slowed down and jeopardized.
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INDUSTRY DOES NOT OBJECT

It is significant that no witnesses representing capital or industry
have q];[:em:ed in opposition to this bill. The only one with prominent
financial or industrial connections who appeared, was strongly in favor
of the bill. 1In this connection the Philadelphia Record has remarked:

It is notable that none of the political upuke&men for business, big or little, has

launched a vigorous campaign against this bill, which is supposed to be such a
body blow to the predatory elements in business.

Cin the complacence of these interests mean that they know the bill is not
aimed at them but at liberal and labor groups which might feel its heel in time of

“national emergency”'? 3
CAUSE OF LABOR THREATENED

In return for a bill under which the du Pont Co. could have more
than its pre-war profit, labor may be deprived of almost all of its
hard-won rights. It does not seem to be quite a fair bargain, even
though it might explain why there has not been the slightest protest
against this iﬂ] from big business interests.

We are given War Department assurances that no draft of labor is
intended, and these should be noted with proper attention and in
the light of the War Department’s own plans for industrial mobiliza-
tion. At the same time Mr. Baruch’s statement that the work-
starve-or-fight arrangement could be expanded enormously may
make a formal draft of labor simply a matter of name.

What happens to labor depends somewhat on the strength of labor
and sumewﬁnt on the President, who is made the wartime dictator
under this bill. But what happens to capital does not depend upon
the President. Capital and industry are among the things most
needed in war and hardest to replace—far harder to replace than
soldiers—and they can be expected to name their own terms pretty
thoroughly, as they did during the last war.

Mr. A.” F. Whitney, president of the Brotherhood of Railroad
Trainmen, has spoken emphatically of the interest of labor in this
bill. In a prepared statement on tﬂe subject he said:

I regard the principles of the Sheppard-Hill bill as inimical not only to organized
labor g:;t- to the fun ental principles of freedom and democracy. It threatens
this Nation with the odious principles of fascism under an excuse of war emer-

encies. To lay the basis for such a military dictatorship, as is proposed by the
eppard-Hill bill, is to make war more inviting to war lords, and consequently
more impandit;ﬁ. All lovers of peace should oppose this bill. Particularly
should organi labor fight this threatening legislation, as labor undoubtedly
would suffer most from the enactment of such lation.

CAPITAL ABBOLUTELY NOT DRAFTED

It must be thoroughly understood that there is not the remotest
idea of drafting capital under this bill, The mistaken idea that this
was being done has doubtless secured some support for the bill, in

error.
The Senate Munitions Committee made a significant finding in

connection with the possibility of really forcing capital into line
(Rept. 944, pt. 2, p. 3):

This question has been raised before at various times. It was raised during
the war by industrial groups, in an endeavor to weaken any attempt by the

1 Editorial **Beware of the Fhony War Bill", Philadelphis Record, Apr. 7, 1037,
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Government to fix low prices. It was raised again In the ereation of the War
Policies Commission of 1930. In fact, one of the chief duties laid upon that
Commission was to consider the necessity of amending the Constitution. It was
raised again in 1934 when this committee was created and charged with the duty
of reviewing the findings of the War Policies Commission,

The eommittee now undertakes to discharge this duty. On the basis of a care-
ful review of the World War experience with price fixing, based on the study of
all the minutes of all the governmental bodies involved in that price fixing, together
with studies and analyses of large groups of profit figures and income-tax returns,
the committee finds that in order to prevent widespread profiteering in o national
war emergency several amendments to the Constitution will probably be Necessary.

The committee takes into consideration the serious objections to these amend-
ments. It realizes the possibility that the adoption of such amendments may
create other situations far worse than the situation of profiteering in a national
emergency. It simply states its findings, based on the evidence in this report and
in Report No. 577, that if the sole purpose under consideration is the avoidance
of ﬁruﬁteering. the following amendments to the National Constitution must be
made:

1. The first of these amendments should permit the commandeering of plant,
goods, and industrial equipment for public use in time of war without the de-
termination of “fair compensation” in the present way through review by the
courts which results in payment at the highest possible price levels. This i: not
an amendment to abolish the payment of fair compensation, but to allow for the
determination of fair compensation according to the directions of Congress rather
than of the courts. (See pp. 111-116.)

2. The second of these amendments should make certain the power of Con-
gress to tax for war-profits control on such bases of investment or fixed capital
assets as it finds to be fair and {uat regardless of the possible inequality among
taxpayers of such bases and without the elaborate procedure which may be
unavoidable under existing law. Without this amendment the tax bases proposed
In H. R. 5520 may be successfully attacked by those bent upon securing larger
profits than it permits. (See p. 8, note 3; p. 26, notes 70 and 72 and see pp. 19-20).

3. The third of these amendments should permit Con to tax the interest
of tax-exempt securities during a national Bmerégncy. ESee . 52.)

These three amendments would give to the Government the NEeCcessary power
to fix prices and pay the costs of a war through taxation. The other possible
effects of these amendments are considered later.

The Munitions Committee doubted, however, whether such amend-
ments even if passed would give the Government more than a paper
power. It pointed out (Rept. 944, pt. 2, pp. 4-6):

While the Government would, with the passage of H. R. 5529 and the adoption
of these three amendments, have full and adequate power to control the economiec
forces of the Nation in the carrying on of a war, it is still open to question whether
these powers would be so used by the officials of the Government as to eliminate
all pmﬁtaering. There are two reasons for believing that these powers would
not be so used.

1. The main interest during wartime of all concerned with the eonduct of the
war is not that of saving money, but of securing production as rapidly and as
fully as possible. Lowerod prices, higher taxes, avoidance of inflation are all
secondary interests. As Mr. Charles Hayden told the Price Fixing Committee in
May 1018: “Our Allies are erying for copper; representatives of foreign govern-
ments are telling me as an Individual; * t do we care about a cent or more in
price? What we want is the stuff.

The moment an industry threatens that lowered prices will slow down its pro-
duction, or that high taxes will make it im ible for it to secure working eapital,
the Government will yield as it yielded in the last war. In Janu 1918 the
War Industries Board approved a large contract with the Hercules Powder Co.
at a price which it thought too high for the reason that “it was either necessary
to pay the 70 cents per pound or go without the meden”

e apparent alternative of commandeering industry is in fact not an available
alternative, If the owners of ind are compensated to their own satisfaction
and surrender their enterprises and the benefits of their operating experience to
the Government, as in the case of the railroads during the World War, the cost
s as at as the cost of meeti:g industry’s demands for its services, On the
other hand, if any significant part of industry were to be arbitrarily confiseated
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the wishes of the majority of the business community, the chaotic eon-
dition resulting from the great social and political animosity which would be
aroused thereby would definitely retard the production which is of paramount
necessity for the prosecution of a modern war.

During the World War the mipar industry simply refused to produce at even
the liberal prices first pro d by the Government. (Sce p. 85 et seq.) The
steel industry similarly refused to fill Government orders until prices had been
stabilized at levels satisfactory to the industry. (See F 100 et seq.) Judge
Gary, representing the steel Industry, told the Price Fixing Committee that
“manufacturers must have reasonable profits in order to do their duty.” The
du Pont Co. refused to build a great ]@nwdar plant which it alone was qualified to
build until it was assured of what it considered sufficient profits. ( p. 107
et seq.) Mr. Pierre du Pont wrote that “we eannot assent to allowing our own
patriotism to interfere with our duties as trustees."

The Government is more at the mercy of such a strike by capital or manage-
ment than at the mercy of a strike by labor. The War Department bills, which
have been prepared for adoption upon the outbreak of a war, glmvida in effect
that labor can be drafted and that men must either work or fight. It will be
entirely within the power of the Government, under these bills, to require men
to work where they are told and to select any leaders of a labor strike and draft
them into the military serviee the moment any strike is threatened. With these
powers, and with a whole labor pool to draw on in the form of the conseript army,
there is no question that the Army can break any labor strike. As pointed out
above, it is in no similar situation in regard to a strike by capital or management.

There is also another factor which makes a strike by capital or management
harder for the Government to handle than a strike by labor. The latter is open
and advertised. All the foree of patriotic public opinion ean be brought to hear
to stop it. The former is neither open nor advertised. It was not until the
hearings of this committee, some 17 or 18 years after the event, that the strikes
of certain of our industrial companies in connection with wartime price fixing
became known.

2. While this incapacity of the Government to take over or to dispense with
the function of any industry is the main reason for the expectation that even
ecomplete theoretical authority and power will never be invoked, there is another
subsidiary reason. The administration of prices and procurement is inevitably
put into the hands of ple who have been industrially trained and who are
sympathetic to private industry's demands.

During the last war the interests of the administrative officials were definitely
close to the interest of the regulated industries. (See ps. 13-83.) Mr. Brook-
ings told the nickel industry: “We are not in an attitude of envying you your
profits; we are more in the attitude of justifying them if we can. t is the way
we approach these things." The experience of such men must be used by the
Government and yet their attitude toward the contentions of industry is inevi-
tah}*v favorable. Buch men will not use theoretically full powers to eliminate
profiteering even if they have them.

With these two considerations In mind the committee makes the following
findings with respect to wartime taxation and price control as means of equalizing
the burdens of war and of removing the profita from war:

1. It must be recognized that war inevitably involves waste and increased
living costs. The increase of costs due to the shift of production from etime
to war purposes, to the use of untrained labor to rep men drafted into the
army, to the high risks of wartime production in many industries, and to the
necessity for rapid production and delivery, requires an increase in some prices
in wartime whatever form of price control is exercised. The interrelation of our
industries will spread the effect of these increases thrm.lfhuut. our economy. This
means that no arbitrary r{ﬂ.n.n of keeping all prices at a given level is ti-
ﬁ?lul ;E{;. no individual prices must be fixed by governmental agencies. (See pp.

2, The necessity that the governmental price-control agencies must largely
rely upon industry for their information as to costs, capacity, production needs,
and other fundamental information, and the fact that the personnel of these
agencies must be largely made up of men who have been industrially trained and
who are sympathetic to private Industry’s contentions, when added to the eritical
importanee of increasing industrial uuta;.lt in wartime, prevent the fixing of J)ricna
below such a level of prnﬁtablﬂi‘;iy as the bulk of the producers in any industry
agree is fair. (See pp. 73-83 and pp. 55 and 62-63.)

3. The fact that costs are in the last analysis matters of opinion and are not
susceptible of scientifie determination, and the tie nature of the adminis-
trative task involved In enforcing any price provisions opposed by a substantial
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portion of industry make it impossible to eliminate war profits by priee control
except to the extent that industry agrees to accept a limitation of its profit-making
potentialities. (See pp. 84-91 and pp. 92-94.)

4. There are large profits and there is inequality in peacetime. The strain and
stress of war Is not conducive to the adoption of fundamental reforms which
eannot secure acceptance even in time of peace. We must guard against a blind
bl?i]iff that n]ll profiteering can be ended by proposals for wartime taxes and indus-
trial control.

5. Severe wartime taxation insures the subjecting of the administrative officials
responsible for its operation to heavy direct and indireet pressure for the allevia-
tion of tax burdens, it increases resistance to tax collection, and if it reaches a level
which the majority of businessmen feel is confiscatory, will discourage or prevent
the volume of production so essential to the suceessful prosecution u? A major war
and thus defeat its own ends. (See pp. 37-43 and pp. 10-12.)

6. Because of the difficulties of determining in any exact manner the costs of all
business and hence the profits from business and because of the impossibility of
closing all loopholes in legislation designed to apply uniformly to our immense
and complicated business and industrial structure, income taxation ecannot
eliminate all war profits. (See pp. 27-34, 84-01, 44-52, and 25-26.)

The Munitions Committee saw some objection to two of these
amendments.
PROFITEERING GOES ON

This bill is & bad bargain for the boys who will, under it, be sent
abroad. They get no real assurance that profiteering is abolished or
that democracy is saved in the very country which proposes, in this
bill, to send an army overseas, supposedly again to save the world for
demucmcg.

3 It Eils a bad bargain for labor unionism. Unionism takes the risk of
eath.

Under certain types of Presidents this might even, although barely
conceivable, be a bad bargain for capital. At present, of the three
groups, capital stands to lose least.

What alternative can be proposed? The Munitions Committee
was confronted with the dilemma which is not solved in this bill.

It said in H. R. 5529, Seventy-fourth Congress (as reported out from
the Munitions Committee) and several of the members of the com-
mittee repeated it in 8. 1331, Seventy-fifth Con , that if the
economic interest in war trade is to be discouraged, tEen capital should
have only enough to live on—4% percent—and individuals should
not have over $10,000 after taxes. That is the essence of that bill.
After such a bill is passed then there will be time enough to pass a
draft of men. But that part of the bargain should be made first or
gimultaneously; it will probably not be made at all.

If Congress is not willing to underwrite the draft of capital through
taxation, then it should not take the responsibility for drafting men
for death, except in case of invasion or actual attack. And in the
event of invasion no draft would be nec , so great would be the
response of our people to a strict defense of their country.

DEFER DRAFT OF MEN

In the face of this dilemma the Munitions Committee proposed to
defer a decision on the draft of men for service outside continental
America to the people, in a referendum in 1038. If the people then
expressed a willingness to have the boys be drafted to serve outside
the two Americas then Congress could do what it saw fit about im-
posing limitations on capital and labor. If the people did not see fit
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to vote for the draft of boys for service outside the two Americas, then
Congress was under no obligation to make any claims that it was
attempting to, or could, draft capital during another war,

The committee recommended (Rept. 944, pt. 4, p. 5):

Recommendation (4). The committee recommends, in view of the seriousness
of the possible effeet of such wartime controls that the Nation and Congress
consider the draft bill, with all its implications of control over labor, prior to the
moment of emergency. Congress is now considering a bill which allows all tax-
payers to know their status prior to any such emergency and is planning that, if

ible, any war emergeney shall be met with the minimum of inflation or other
wrm to the economie stricture of the Nation and with a maximum of taxation
on profits,

t appears to the committee equally just and proper that all citizens should
know before the event of an emergency their status in regard to their lives and
the conditions of their employment.

It will be very difficult in wartiine, even through the high taxation recom-
mended by the eommittee in H. R. 5529 (as reported from the committee), to put
eapital on a level with men drafted for front-line service.

T'he draft of men for the trenches will not, under the War Department plans,
be lifted until 6 months after such time as the President chooses to declare an
end to the emergency. The draft of labor, under one name or another, will con-
tinue for the enme length of time. During all this period there will be eensorship
of the press.

In \';IJ'EW of the growth of dietatorships in the world using labor under military
control, it is very important that the people weigh the grave dangers to our
democracy Involved in the draft of manpower and labor under the conditions
proposed. The price of & war may be actual operating dictatorship, under mili-
tary control, in this country. Pmib{liy, under certain circumstances, that price
wilfnut be too high for the people to desire to pay it. . X

But in this matter the committee aug%esta that Congress consider putting a
limitation upon its own powers, and submit a national referendum at the election
in 1038 on the military draft of men for service outside continental Ameriea.

The matter is certainly of sufficient importance to warrant Congress in aski
the consent of the Nation before imposing the type of draft indicated to be p;:lg
of the War Department plans.

This is a sound proposal. 8. 25 could be made far more acceptable
if section 3, covering the draft of men, should carry an amendment
along the following lines:

Provided, however, That this section shall he considered severable and separate
from the rest of the act, and shall not become effective until a majority of citizens
of the United States voting in a referendum held by direction of Congress before
the yvear 1939, shall have signified their assent to the draft of American citizens for
mIliiar;.r and naval service overseas, outside of continental America, except that
such referendum need not be held in the event of actual invasion of the United
States or its territorial possessions before the date of that referendum.

If the bill comes to the Senate from the Hquaa with the draft of
men in it, amendments along the lines indicated in this minority report

will assuredly be offered.
VIEWS OF VETERANS OF FOREIGN WARS

There is difference of opinion on the war profit and wartime control
legislation pending at the present time among the service organizations,
The American Legion through its aﬁnkesmen before the committee
strongly advocates S. 25.  On the other hand the Veterans of Foreign
Wars more largely favors the bill of the Senate Munitions Committee
which was approved by the Senate Military Affairs Committee at the
last session and reintroduced in the present session as S, 1331. Testify-
ing before the committee, Millard W. Rice, legislative representative of
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The other bill (8. 1831) contalns specific provisions as to finance control, revoly-
ing funds, loans to industries or essential manufacturing plants, and the precise
methods By which to make repayments, as well as limitations as to the eapital
adjustments which can be made. Most important of all, the other bill (8. 1331)
provides for steeply graduated income taxes, excise-profits taxes, inheritance
taxes, ete. This bill contains only a brief provision to the effect that 95 percent
of all income above the previous 3-year average shall be imposed, providing that
there shall be proper adjustments for ecapital expenditures for war purposes by
existing or new industries, but no specific tests or rules, by which to ascertain what
a proper adjustment might be, are set up, and therefore that might be subject to a
great deal of abuse by wartime pressure, whereas, if methods of adjustments were
specifieally provided for, as in 8. 1331, there would be less likelihood of such abuses,

Moreover, a tax of 95 percent of all income above the previous 3-year average
would not seem to be entirely desirable or equitable for several different reasons.
First, there might be those industries which, beeause of the imminence of war,
had a high profit during the 3 years immediately preceding war and therefore
would be able to retain a higher rate of profit as compared with capital invested
than would other industries which had not had such high profits during that time.
On the other hand, there would be industries which had very little profit-durin
the preceding three years, where, because of the fact that war had come, a-grea
deal of initiative might have been developed resulting in large profits: that
individual industry would be penalized comparatively as to the taxes which it
had to pay, by reason of the fact that it had very little profit during the 3 years
preceding war. Existing big industries would begulm&ad an extra advantage.

This 85 percent provision is not sufficiently flexible to allow for the develop-
ment of private initiative which is needed during war, as in peace, and the care-
fully worked out provisions of the graduated taxes provided in 8. 1381 would
certainly be more equitable and effective. Those taxes are worked out im such
way practically as to provide that there shall beé no extra profit derived by reason
of war, and that the taxes shall be increased to take care of all of the expense of
vonducting a war during the time it is on.

This committee devefuped and reported out the provisions of the bill as now
incorporated in 8. 1331 somewhat more than a year ago, and it would therefore
geem to us that this committee should take advantage of its previous studies
and labors in that et by amending this bill to include all of Ehu provisions it
had previously worked out in that respect.

Gerarp P. Nye.
ErnesT LUuNDEEN,
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