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ADLAERE OFFICAL COMBMUMEATIGHE T
THE SECRETARY OF STATE
R AR TN, B, €

DEPARTMENT OF STATE
WASHINGTON

Septemper 7, 1939,

The Becretary of 8tate encloses copies of the
telegrams and despatches indicated below.

S8ince some of this material was transmitted in
one of the Department's confidential codes, it would
be appreciated if the enclosures could be returned to

the Department as soon as convenient for appropriate

disposition.

Enclosurest

Telegrams Nos. 255, Belgrade;
35, Dublin.



!'r ALS
1w Belgrade
This telegram must be Dated September 6, 1939
closely paraphrased be-
fore being communicated Rec'd 8:05 p.m.

to anyone. (Br)

Secretary of State

Washington

855, Septeuber 8, 7 p.m.
An official German source informe us as follows:
Had Zngle=1d and Fraace not declared war it ves
contemplated that German operations would ceasa with
the Tiret phase. This phase was intended to take that
pert of Poland which Hitler demanded. With that decla-
ration of war by England and France ‘here will be no
let up on Poland until all resistance hae been crushed
and the entire country subjected to German occcupation.
Germany deeires to have Italy and all Balkan
couniries neutral or inactive until Polish operations
have been contemplated. No more fighting on several
fronte at the same time as during thc last war if it
can be avoided, there will be a partition of Poland
betwecn Germany and Rusela. Russia is to become an
active military ally. Museolini's actions thue far have
been in complete accord with Hitler's deeires. The war
will be of very long duration and will result in ultimate

German



lw -2- No. 355, September 6, 7 p.m. from Belgrade

German victory. About two thirde of Rumania would be
interceting territory for Germany. Ruseia's operations
will keep Turkey and Rumania very much occupiecd.
Rueseia and Japan will eventually arrive at a non-
aggreesion oact,

The Unitcd States will cnter the war in about

three months.

[ANE
JRL



ADURERE GFFICIAL COMBUSEATIGNE Ta
THE BECRETARY OF STATE

WARMINOTON, O, €

DEPARTMENT OF STATE
WASHINGTON

Septempoer 7, 1939,

The Secretary of State encloses copies of the
telegrams and despatches indicated below.

Since some of this material was transmitted in
one of the Department's confidential codes, it would
be appreciated if the enclosures could be returned to

the Department as soon as convenient for appropriate

disposition.

Bnolosures!?

Telegrams Nos. 1114, Berlin;

1115, Berlin;

- , Danzig (Sept. ©);
802, Snenghai;

483, Tokyo;

480, Tokyo,
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This telegram must be DANZIG
closely paraphrased be-
fore being communicated Dated September 6, 1939

to anyone, (A)
REﬂ-‘d 6:30 B oMMy y 7th
Secretary of State,

Washington,

September 6, 4 pem,

There began in Danzig at ebout 4:45 morning of
September lst, bombardment by German naval vesscl
SCHELESWIG FOLSTEIN of Polish munitions depot at Wester=
platte at entrance to harbor and bombardment continued
intermittently during the day. Depot was bombarded the
following day by Germen alrplanes but up to the present
time Poles have not surrendered. Inhabitents of Neu=-
fahrwasser were evacuated early morning of second in
anticipation of aerial bombardment and some houses there
demolished by concussion. Sixth Polish contingent in
Danzig was able to hold out until late afternoon September
1l but owing to sudden seizure of main railway station in
Danzig Poles there were not in & position to put up re=~
gistances Gdynia has not yet been taken nor hasa Hel
Peninsule and fighting still continucs just beyond Zoppot
but on Polish territory. All Americans safe,

KUYKENDALL

DDM:C3B
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This telegram must be BERLIN

closely paraphrascd be-

fore being commmnicated Dated SEptember 7, 1939

to anyone, (D)
Rec'd 10:38 a.m,
Secretary of State,

Viashingtone.

1114, Sepurnber 7, 10 a.m,

— TR Lol DR UM, The ltalian Agbassador here
has given me the folliowing accomnt of the last moment
efforts of Mussnlinl to avold war: ..s a culmination of
the Italian efforts towards a peaceful solution of the
German=Polish controversy (see my 932, August 27, 3 p.nm.)
Mussolini on the evening of August 3lst proposed a con=
ference. France and England egreed to this step and the
German Government declared that it was not averse thereto
but requested twenty-four hours in which to consider,
Hostilitices commenced early on the following morning and
Mussoling procecded no further as the matter seemed
hopelesse The French Government however expressed it=-
self in favor of a continuation of the Mussolini plan and
negotiations were renewed, It was at that moment however
that Englend decided to demand the withdrawal of German
troops from Polish soil, a demand which the Ambassador

charecterized as unprecedented and 2all further negotlations

were futile,
It



-2= #1114, Scptember 7, 10 a.m., from Berlin

It was clear in the course of this exvosition thet
the Ambassador was discuassing these steps only from the
point of view of negotiations and not as bearing upon
their influence on the actual intent of Hitler, The
general purpose of his remarks was to prove that the
British Covernment had at the last deliberately sabotaged
peace and that the Polish Government and especially the
Poliah Ambessedor here in failing to further diress negotia~
tiors with Zermany hed placed thenselves in the WCOLE ,
at lesat insofar as the record of tliE negotiations was

concerned,

KIRE

PHD
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This telegram must be BERLIN
closely paraphrased be-
fore belng communicated Dated March 1, 1940

to anyone, (SC)
Rec'd 4:26 p,m,

Secretary of State,

Washington,

532, March 1, 5 p.m.
SEGREF FOR THE PRESIDENT FROM WELLES

Had two and a half hours conversation with Ribbentrop
this morning. Twenty (repeat twenty), Hitler is receiving

me at eleven tomorrow, Saturday morning,

KIRK

CSB



JR
This telegram muat be

closel” narajhrased be- SErlin
fore DeEinz communicated :
to anyone. (SC) Dated March 2, 1940

Rectd 2:55 puai.
Secretary of State,

.ashington.

o603, Harch 2, 1 p.m.

SESRSP FOL TiiZ PRESIDENT F10:t WELLES,

I was received this morning by the Chancelor and
had approximetely an hour and three-quarters cenversation
with him. 43 repeat 43. I am having conversations
tomorrow with Field lMarshal Goering, Hess and Schacht. I
am ylanning to leave tomorrow night for Switzerland en route

to Paris.

KIRK



JR .
This telegrom must be

closely paraphrinsed be- Berlin
fore being commumicated
to anyone. (SC) Dated Morch 2, 1940

Ree'd 4:45 pen.

Seeretary of State,
Weshington,

539, M rch 2, 2 p.n.

ST LOPIRRESRAl, FOR THE SECRETARY FROM WELLES.

In accordonce with our agresment I am not telegraphing
you cny detalls of the conversctions I hrve hoad with the
Choncellor and other members of the Germon Govermment, I
have spoken ot some length with the Choncellor, with the
Foreign Minister, and with the Under State Secretary
concerning our views on intszrnational trode relcotions. I
am gratified to report to you that I believe they tcoke
ipproximctely the scme sosition cos taken by the chief of
the Italion Government nomely thot while present conditions
malie 1t impossible for them to relincuich the cutorchic
system now in operction they nevertheless support the
principles which we support uzs the deairsble objectives to
which the Germon Government should return if ond vhen o
sound ond losting pecce is estoblished., I am being
received tomorrow by Field Marshal Goerding ond I sholl lecve
with him the full text of the principles as finally zpproved

by ourselves,

KIRK



JI

This telegram must be Berlin
closely paraphrased be-
fore being communicatigd - Dated Ilarch 3, 1940

to any one., (SC)
Rec'd 6:26 p.m.

SEcretary of State

Washington

544, March 3, 7 p.m.
SEGREP FOR THE PRESIDENT FROM WELLES.
I spent three hours with Field Marshal

Goering today 49 (repeat 49), I alsc had a

brleler interview with Deputy of the Leader

Hess 5 (repeat 5).

KIRK

EKN
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This telegram must Dbe

closely paraphrased DE- Aome

fore Deing communicated

to anyone. (D) Dated larch 13, 1940

Rec'd 11:55 a.m.
Secretary of State,

Washington.,

178, Harch 13, 2 p.m.

FOR THZ PRISIDENT FA0l LiY0J4 TAYLOA.

s, ifarch 12, midnight.

I had a lonz vizit late tonight at the Vatican
and under pledges of astrictest confidenece I was told
the following cdetalls of Ribbentrop's interview with
the PonE.

At the beginning of the audience he talked steadily
for twenty minutes displaying the greatest assurance and
agserted as indicated in my previous telegram that Germany
could win the war within a year; that the entire German
public were behind HHitler and that Gemany finds no
sericus difficulty because of the blockade in respect
to food and sup:liesy that it is petting odequate supwlies
from the ecst including Russia, Rumanio and other countries;
thct Germany alrezdy on war rations could with added
supilies from the outside enswre the well-being of 1its
nopulation on & reduced ration vasis now largely in force,
that Itcly must stand with Germany because of its

EXtensive



=2~ /178, Mcreh 13, 2 Dems., from Rome,

ExXtensive and exposed frontiers ond beccouse its fomn of
Govermment so closely resembles the Germon form thot if
one fell both would fall,

(END SECTION ONE)

JHILLIPS
RR
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This telegram must be fome
closely paraphrased be-
fore being communicoted Dated March 15, 1940

to anyone. (D)
Ree'd 1:50 pem.

Secretary of State,
iizshington.

178, lMarch 13, 2 pem. (SZCTION TVO)

(The Voticon shares the view thot if Hitleriom falls
Kussolini will f211 too unless russolini mokes some
compromiss with the Allifo to uAVE himeelf whiceh ia consider-
gd by the Votican authorities to br unlikely ot the present
time).

The Holy Fother when he found on opportunity to reEply
to Ribbentrop referred to the condition of the Catholic
Church in Germcony and the condition of the Polish people.
Ribbentroo urged upon the Pope that his Goverrment hnd
granted lorge sums of money and subsiuies in Gemony to
the churchea ineluding the Catholic :nd th~t the churches
~pe ~llowed to LE open. He insisted thot the church hod
noe rizht to conecern itself with »solitles, to which the
Pope rspiizd thnt the closing of the churches and schools
and the peroccution of priescsts woe not o yoliticnl but o
church motter. tibbentrop's sole cllegotion cgoinst the
church was its sarticipation in olitica.

In regnrd to Poland the Pope czoin asked thot an
apostolic visitor be ptrmitted to enter Polond for the

DUrposts

£5



=2= #178, licreh 13, 2 p.m, (SECTION TW/Q) from RomE.

purposes of investigation and report, Ribbentrop

evaded this question by saying tirnt he would look into
the matter; that they had no definite plans in regpect to
religious questions but thot he would give further study
to the condition of church aff2irs in Germany.

(172 followa)

PHILLIPS
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THE SECRETARY

March 18, 1940.

MEMORANDUM FOR THE PRESIDENT

I herewith return cable from
James D, Mooney. Also the complete
memorandum relative to the equal em-
ployment guestion in Panama, which I
think you will want to go over, in
subetance, with Mr, William Oreen.
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THE WHITE HOUSE
WASHINGTON

SEenEi—
March 15, 1940,

LUEMORANDUM FOR
THE SECRETARY OF STATE

This 1is for your eyes
only. As it 1s in gecret code
please read and return. I will
let you see the rest as 800N as

1t comes in.

F- Dl R.

.\Lﬁﬁ”i"y‘t 6‘"4 : b
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NAVAL MESSAGE <

(NAVY DEPARTMENT)

from MR JAMES D MOONEY x| 7o

g | THE PRE |
Reloased by V1A NAVAL ATTACHE anE & | = BRSO Fil

- P - |
12 HAREH .awu'm = § » |

Date........ z To ;é
NITE to. E gl‘

z | =
WRITEE b - g “ronk | H, Foosevelt Library £i|
PRIORITY ts ... .. & | ,uPI ’f‘.i‘:ij

(D0 NOT WRITE IN THIS sn.:q

TEXT

Uad UL se00.9 (8/27/58)
Date- 2 — 4- 2}

Sigataes RAL

I ARRIVED IN EUROPE VIA ROME ON 11 FEBRUARY AND IN ACCORDANCE

WITH MY CONVERSATIONS WITH YOU DURING DECEMBER AND JANUARY AT
WASHINGTON | HAVE ABSORBED MYSELF IN EXPLORING THE WAR AND PEACE

SITUALION IN EUROPE PARTICULARLY IN
W o e Wl

RELATION Tﬂ THE POINTS OF

oy el
N ERSATIDNIB gaoef nISTATEMEr]T fo [rﬁ* Jp ILBE_E?RE XMpS

DIAJTE
THROUGHYUN E|

URQPE PAR

LA

LLgwifve my Refurl sRob € THSTVE TRAVEL

rs'ﬂt. I GE '?tEriT cnumnmr

MANY N AND F&H E DURING

THE {IAST| FQUR MONTHS Fo [THE

EMRECT JAAT DF THE SPORKS

OF THE PEOPLE FROM ARISTOC
INDIVIDUAL FROM NOBLEMAN T

OTHER THAN A CATASTROPHE F(

IT WAS CONSIDERED A

PRIME H

APPALLED ~T THE THOUGHT OF

ON THE WESTERN FRONT X THEY

Make original only. Deliver te Commu-

nication Watch Officer in person.
Art. 76 (4), Navy Regulations.)

(See

N‘ﬂrs |\_l|.u p H EVERY CLASS

R EUROPE
IECE OF

S/CRIFIC
WERE HO

CY TO BORERS | HAD FOUND NO
qQr TER WHO CONSIDERED THE WAR

X AMONG THE COMMON PEOPLE
JNSANITY AND THEY WERE

NG THEMSELVES TO SUICIDE
RRIFIED AT THE PROSPECT OF




NAVAL MESSAGE
(NAVY DEPARTMENT)

From............. z I To i
= -
Released by LTI SRS 3 | |§§;
IBlgnatare) e .
Date | | g®
§ : To {i
NITE te................. ; | E'
ROUTINE to..... . 9= E | ii
=
FRIORITY to ... INCER e T AR &
3 MBIl i (B0 NOT WRITE IN THIS mlinﬁn-'ﬂ?‘?H.ﬂﬂlt Library o
DEGLATSIFIED
PAGE TWO G0 pli s200.9 (8/27/68)

 TEXT

STARVATION ALREADY UNDERWAY IN EUROPE WHICH WILL INCREASE IN
INTENSITY AS THE WAR CONTINUES X THIS SITUATION STILL TRUE X
AMONG PEOPLE WHO HAVE TO BEAR BRUNT OF IT NO EMOTIONAL BACKGROUND

FOR WAR EXISTS JUST AS IN UNJTED STATES AMONG OUR QUN PEOPLE
- ﬁﬁ@w umﬁem{mmn’us#—wnpwbue

oF |4 FLAGROUE s 1TTER|X FO\A\MATIE] OF FACT ANY
AoER In AN ONE oF THEsH conirIEs [wHo 15 not| ndw
s

PLMYN I NG_HOW [TO ABSYT EIHHSI@T WTTH THE Hw AND

PRESTIGE OF HIS COUNTRY 18 fA FLAGPOLE SITTER .HILE
MAKING BELLIGERENT SPEECHES

THIS LEADER WHICHEVER HIS CQuN
CROWD 1S SHOWING EVIDENCE NQT ONLY OF NOT LISTENING BUT OF

ACTUALLY WALKING AWAY FROM AGPOLE K DISILLUSIONMENT OF FIRST

#ORLD WAR STILL DOMINATES FHELINGS OF EVERYONE IN EUROPE TIME

SINCE WAR S0 SHORT POIGMANT MEMORIES|STILL FRESH FROM GRIEFS

Make original only. Deliver to Commu-
nication Watch Officer in person. (See
Art. 76 (4); Navy Regulations.)




NAVAL MESSAGE
(NAVY DEPARTMENT)

From ... S To
f 2
E =]
Released by ......... et s = .g}!
|"'|ﬂ:|ll'.||.h'. | |
Date ... SR A a | To "%a
] |®
NITE to £ ¥
z |‘E
ROUTINE to.... 2 (48
£ |E
&

PRIORITY to ...............
== : (DO NOT WRITE 1M THIS SPACE

franklin D. Rocsevelt Library
dQluTy

000 Wi s200.0 (9/27/68)

TEXT

INDUCED BY LOSS MILLIONS HUSBANDS OR SONS BY FOUR YEARS STARVATION
ECONOMY MISERY AND LONG YEARS PAINFUL RECONSTRUCTION SUFFERED DURING
POST WAR PER10D THESE MEMORIES NATURALLY POWERFUL AN STIMULATING

N PE NSEWM X

UN ER Ay fuifr R LL-_IEEEEQS| *IL]TARY adrin on

ON NC&S[&EF;ENDI wni Wity sE_Fad more [oifasT

AR] FOR Twp REASONS FPRST_TREHNQUES OF SLAUGRTERIN
AIHING]G&E{:-ﬂASSES F\peorLe wpL{iPhidp JURING PAsT Tyfenfy g
EfFE E ELURGPE BEAAN WRAR IN FOURWEEN WITH
L—% 1T BOTE S atajmsu wmr'—-n-‘-v; acauv

ECONOMIC SKIN ON ITS BONES TY STRICKEN NOW AS YOU KNOW MR

PRESIDENT FROM ORDINARY ECPNOMIC ICES X THIS POVERTY HAS COME
ORES OF TIMES IN THESE FAST

UNDER MY OWN PERSONAL OBSE
T COUNTRIES WHERE | AM NECESS-
DARDSOF LIVING AMONG WAGE
LAND AND FRANCE GERMANY ARE

YEARS PARTICULARLY IN THE
ARILY BROUGHT FACE TO FACE
EARNERS AND SALARIED EMPLO

Make original only. Deliver to Commu-
nication Watch Officer in person. (See
Art. 76 (4), Navy Regulations.)
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NAVAL MESSAGE
(NAVY DEPARTMENT)

From ............ é To |

z |

Released by oo ; E !}|

faghink e i . i ‘ | -

ale . To .{i
NITE to .. E ¥

z | .cg

ROUTINE to ... 5 é!i

PRIORITY to ... . |

(D0 NOT -'I'O'RITI. IN THIS SPACE)

PAGE # Frnnklin.n.lﬁuonavﬁlt Library
DECLACEIFIED

00D Ui s200.0 (9/27/88)

TEXT
BROKE AT BEGINNING OF WAR EVEN IF WAR WERE TO END RIGHT NOW EVERY
ONE OF THESE THREE COUNTRIES IS5 CONFRONTED WITH HUGH SOCIAL PROBLEMS
THAT ARISE OUT OF BAD ECONOMIC CONDITIONS EVERY ONE OF THESE COUNTRIES

WiLL C T5 OF A DMIGFDJ-FFFMT-EHHA-?-]
- -4

CONFROPFED YU U Tglok/D As[PRESYDENT FOR YOUR F RefT TERM

THE CEAPLE OF EJ%RE ATHET1CALUY Am TO[SEE—*6y MR P Eé}DE'R
.

AKE no br [a Hano [inf THE WHUL'E "1 o FFQ—':H'D REn*m}a Fln;)
Y HAVE Rp GONF1DENCE| IN_YOU dEcE'bg (OUR HUMANE *ALIITIL_

anD Dupasdioff FURTHER Yo vl-:j{:m{ba ,GH\Tﬂ\VT.‘r IN_YOUR SP"ECHES AND
PUBL DEL THAT Hodev e _br cAyBrlue CONS[RUETED OR

OPERATED IN ANY COUNTRY IT SHW AS ITS INSPIRATION THE FREEING
OF MEN FROM THE HAUNTING FEARS| OF PRESSION AND STARVATION K THE

SECOND POINT 1S A VERY PRACTICAL POINT|THE POLITICAL LEADERS IN THE

BELLIGERENT COUNTRIES ARE VERY| CONSCIOW@S OF THE POLITICAL ECONOMIC AND

MILITARY POWER OF UNITED STATER THEREFQRE ARE EXTREMELY EAGER TO AVOID
rC OPINIQN IN ANY WAY THEY WILL RESPECT

OFFENDING YOU OR AMERICAN PUBL

Make original only. Deliver te Commu-
nication Watch Officer in person. (See
Art. 76 (4), Navy Regulations.)
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NAVAL MESSAGE
(NAVY DEPARTMENT)

R R N (A e D z To -
g il
Released by .. = | }
(Blgnature) e -
Date ... x To ":,E
NITE to . : ti
| -
ROUTINE to .. E - 'ng
&

PRIORITY to .. e P s |

(DO NOT WRITE IM THIS SPACE)

Franklin D. Roosevelt Library
DEGLACRIFIED

i y
S —_— - -'f-'u} | LLAEI Y ol (9/27/58)

PAGE 5

WHAT YOU SAY OR ANY POSITION YOU TAKE BECAUSE YOU HAVE A LOT OF CHIPS ON
THE TABLE OTHER NEUTRALS ARE NOT POWERFUL ENOUGH TO BE LISTENED TO VERY
ATTENTIVELY X | HAVE HAD A RINGSIDE SEAT AT THIS EUROPEAN SHOW FOR PAST
ouG E RANCE

LAL in FCONONIC CRISES PF |THE

D
HAS BEER /1agco| of] sATPOLITICS] Anc@@L

PAST 2 YEARS—PA IQULARLY BETWEE| {Enmy’
R [CO\MAVATIING 1N HANGINE AN A

eprdre FRQHPE AN 1RONTE FUTILE AND

TRAGTC ThicIne A\gd N THE_3 1 TUATION
T AND EXPERIENCED UNDERSTANDING

WHO BROUGHT ME REASONABLY UP TO |DATE ON B TALIAN FRENCH AND BRITISH VIEW
POINTS | MEAN NOT ONLY OFFICIAL [VIEWPOINITS BUT ACTUAL FEELINGS OF THE PEOPLE
IN THESE COUNTRIES | PROCEEDED Y0 GERMANK WHERE | HAVE SPENT PAST 3 AND ONE

Make original only. Deliver to Commu-
nication Watch Officer in person. (See
Art. 76 (4), Navy Regulationas.)




NAVAL MESSAGE
(NAVY DEPARTMENT)

From .. 5 To
F y
Reloased by ....... : o 3 | }

(Hignatisre |

Date ... ; To la‘i
NITE to z | d
o 5 | kL
ROUTINE to .. g | i;
A =

PRIORITY 1o |

(DO MOT WRITE IN THIS SFACE)

Feanklin D, Rooeavelt Library

DECLACSIFIED

PAGE &
r.nn &20N.a (8/27/68%

TEXT
HALF WEEKS X DURING MY VISIT TO GERMANY | RECHECKED THE OBSERVATIONS

| HAD MADE TO YOU AFTER MY LAST SEVERAL MONTHS STAY THERE ENDING
JUST BEFORE | LEFT FOR NEW YORK IN DECEMBER 1| HAD SEVERAL INTERESTINE
DISCUSSIONS OVER THE PEACE AND WAR PROBLEM WITH GOVERNMENT OFFICIALS

incy00 e _Cyance Tk Qe vay Ryseefvraae asl wBLL s shverat
TRER LEADING [OF fICIALS foF[GO nuufn'q X 1Edps TED TO THEPE| <
GENWE UNORF I Ly ; anRuAlLLimjun 0 nmﬁ

BOUT OUE YAR AND| PRACE PROBLE _AF?(JN Tuiﬂ RECEIVEQ F

FOR YOUR |NHoRMAJ 10N cEinu oF THEIH UNOFY 1q1Af INFoRMAL farfiTIOES—
pERYONAL MESSAGES | AM JORKING UP
You abms T FEW DAYS
GENERALLY ATTITUDE OF GERMAN GOVT

AS EXPRESSED PARTICULARLY BY nFrlcu:f | HAVE MENTIONED WAS ONE OF

WAR X RESPONSE TO YOUR PERSOJAL INFORMAL UNOFFICIAL INTEREST IN

WHOLE PROBLEM THEY SEEM EAGER TO WORK WITH YOU TO RESOLVE PRESENT

DIFFICULTIES IN DIRECTION MORE ORDERLY POLITICAL AND ECONOMIC WORLD
SEEM EAGER ALSO TO DO WHATEVER CAN BE| DONE TO IMPROVE RELATIONS BETWEEN

Make original only. Deliver to Commu-
nication Watch Officer in person. (See
Art. T6 (4), Navy Regulations.)
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(NAVY DEPARTMENT)
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MNITE o : Er
%
= | .‘I'E
ROUTINE to g 1
Z
FRIORITY to

(DO HOT WRITE IN THIS SFACE)

FPAGE T

TEXT

OUR -TWO COUNTRIES X OUTLINE OF MY DISCUSSION WITH CHANCELLOR HITLER
REVOLVING AROUND FOINTS YOU HAD EMPHASIZED IN YOUR DISCUSSIONS WITH
ME IN DEC AND JAN WILL BE FORWARDED IN A DAY OR 30 JUST AS QUICKLY

'\"-'-ll—l :—
S F SRR N
oy " L]\

Rocpavelt Library

TAHT SR I

BUU utie 5200.9 (9/27/68)

pate- 2- 2)- 7§

Make original only. Deliver to Cnm?ﬁs:; almtu.. W

nication Watch Officer in person.
Art. 76 (1), Navy Regulations.)
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(NAVY DEPARTMENT)
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o
o
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_spoaevelt LitTary
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l', ‘fj L iis. 5200.9 (8/27/58)

Write ACK. after sddresses

rrgilring seh sowledgmeni

pate- 2=—4-9)

sipﬂuﬂ-w U f-lj_ﬁf

MEAR MR, PRESIDENT:-

TEXT

DURING THE PAST SEVERAL DAYS CABLES HAVE BEEN SENT TO

YOU COVERING THE EXPLORATION WORK THAT | HAVE BEEN ABLE TU DO 30 FAR IN

THE WAR AND PEACE SITUATION IN EUROPE,

IN THIS CONCLUDING MESSAGE OF

THE SERI E JOVARE A GES ¥ TION
0 (THE CURREN] PROBLEM. {1 fHAVE“BEEN _SATYRATEL W ITH THE PROBLEW
A T SE'H'EHIL p.mnﬂk I«n‘@ESENTH?{H 9
UGGES THAT THE{ MIGHKBE BLIGHTLY HELPFUL IN
ELOPI AND PLAN. g T '
PE THAT THE
PRESENTWAR € BEE RTE A SELF IN
TEREST APPEAL FUR ALL THE BEUUNGEREAT| PEOPLE IN MAKING PEACE THAN IN
CONTINUING THE WAR. NOBODY QAN DOUBT| THE WISH OF EVERY BELLIGERENT
COUNTY FOR THE ENDING OF THIJ WAR, THE WORLD FACES MANY PROBLEMS
TODAY JUST AS SERIOUS AS WAR |AND FAR MORE WORTHY OF SACRIFICES, NONE
OF THESE PRUBLEMS 1S GOING TP BE SOLYED BY THIS WAR, THERE ARE TIMES
WHEN A MAN OR A NATION MUST FIGHT, THERE ARE THINGS WORTH MURE THAN

Make original only.

nlcation Watch Officer in person.
Art. 76 (4), Navy Regulations.)
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TEXT
LIFE ITSELF. THE DEATH OF MARTYRS SOUMETIMES ENABLES OTHERS TO LIVE

ON IN A BETTER WORLD. NOBODY IN EUROPE SEEMS TO BELIEVE THAT A BET-
TER WORLD WILL COME OUT OF THIS WAR., |IN OTHER WORDS THE WAR IN EUR-
OPE TODAY 1S NOT HEGARDED AS MARTYRDOM BUT AS SUICIDE FOR WINNERS AND

LIVES HAVE BEEN LOST, BEFORE EUROPE HAS BEEN MADE SHAMBLES,

BEFORE BITTERNESS HAS BEEN PLA IN THE HEARTS OF MEN HERE FUR AN-
OTHER GENERATION, PEACE AT|THE BEGWNNING OF THE WAR MIGHT PRUVIIE
SOME HOPE FOR THE SOLUTION OF EUHDPE]N PROBLEMS, EUROPE CAN ONLY
COUNT ON THE PRESIDENT OF THE UNITED [STATES TO TAKE AN EFFECTIVE HAND
IN THE MEDIATION THAT 1S NECESSARY IN THE PRESENT SITUATION, | KNOW

FROM MY RECENT EXTENDED CONTRCTS BACH HOME IN DECEMBER AND JANUARY

Make original only. Deliver to Commu-
nication Watch Officer in person. (See
Art, 76 (4), Navy Regulations.)
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INFORMATION
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(8a/22/8) 80029 I

THAT THE AMERICAN PEOPLE BELIEVE fU0 THAT IT 1S AN INSANE WAR AND
THAT THE UNITED STATES SHARES SOME RESPONSIBILITY FOR THE DEEP CAUSES
OF THE PRESENT WAR, |T SEEMS THEREFORE THAT THE AMERICAN PEOPLE

WOULD SUPPORT A DISCREET POSITION AS A MODERATOR ON THE PART OF THE
S50

PRESHTENTS M - GT W : . T EXTRO
THK&\GI of tHis AiAfE 0 odsify, 1 sroud {

ON \HENQTHER uml__u_zbsjn TO MAKE dugs IjETG You i
RACTI i4rs] THat whd Have To| BE cafisidergn IN BulLL
” £ [oF My GrouND

ROACH KU PEACE. I\FHtL REASO
THES THUN

c

AC EURUAE WITH

THE P EM 0 AST ' 3 AR LY NG THE
PAST SIX MONTHS OF THE WAR, ]
ESSENTIALLY ONE OF PRACTICAL
THREE BELLIGERENT COUNTRIES HAVE THROWN SU MANY DEAD CATS OVER THE

Make original only. Deliver te Commu-
nication Watch Officer in person. (See
Art, 76 (4), Navy Regulations.)
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i THESE POLITICAL FACTORS NOT ONLY DISTRUST EACH OTHER IN A PERSONAL

WAY BUT THEY HAVE BEEN TELLING THE WORLD VIOLENTLY AND FREQUENTLY
THAT THEY HATE AND DISTRUST E@CH OTHER,

ONE CANNOT HELP RAISING THE GUESTION HERE,WHEN IT 13 SAID

Lamrn,_d T0 HOW

SPECT IF FHE| w
THATITIME NUTSA 3

HER SIDE,

s b

vAn | sKILLED 1] PRACTICAL

unul: TNUBLEME
€S, BUT NO POLITICAL LEADER IN
EUROPE, WHEN IN A FRANK MOPDINGCL|CONTEND FOR KILLING OFF SEVERAL

MILLIUN MEN AND MAKING A SHAMBLES OF EURUPE AS A MEANS FUR SETTLING
THE PRUBLEMS,

UF ECONOMICS AND PULITICAL

(#g/Lz/8) 80028 ':.;m

~ THE ROOT OF THE TROBLE AT TE&ENT SEEMS TO LIE IN THE PRO--
E BLEM OF PERSONAL PRESTIGE,[XNE IN GENERATING THE PEACE PATTEKN ONE
s WAL NELUBE, 4 JARGE ELEWENT OF FAFE SAVING, | SAY THIS WITHOUT

nication Watch Officer in person.
Art. T8 (4), Navy Regulations.)
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TEXT
{ THE SLIGHEST IMPLICATION OF CRITICISM OF THE VARIOUS PULITICAL

LEADERS PERSONALLY BECAUSE THE EVENTS OF THE PAST TWO OR THREE
YEARS HAVE BEEN APPALLINGLY DIFFICULT,

LI TICAL
AND

; PEOPLES, AS TO THE PEOPLE§ THEMSELWVES EeEmesssgsy |N THE BELLIGERENT
& COUNTRIES TWO THINGS AREMTU THEIR HEARTS, FIRST IMMUNITY
E FROM PHYSICAL DANGER IN QTHER WORDS A PEACEFUL LIFE,SECOND THE

'; RIGHT TO EARN A LIVING,

E | HAVE SENT YOQU A |COMPLETE| OUTLINE OF THE DISCUSSIONS WITH

CHANCELLOR HITLER AND FIHLD MARSHRL GOERING ON THE SUBUECT OF WAR

Make original only. Deliver to Commu-
nication Watch Officer in person. (See
Art. 76 (4), Navy Regulations.)
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AND PEACE AND IN PRESENTING THESE OUTLINES | HAVE TRIED CAREFULLY TO
AVOID INTERPOLATING ANY OF MY OWN PDINTS OF VIEW ABOUT GERMANY'S
ATTITUDE INTO MY REPORT OF THEIR CONVERSATIONS, | CONSIDERED IT MOST
INPORTANT TO REPORT THE CONVERSATIONS TO YOU AS FAITHFULLY AS POSSIBLE

FR HEM,

Hf G

DROINT

Ny IS EAGER
Y |ANY GREAT
K|FROM

NUT LIKE THE R WGGRESSIVELY BUT THEY ARE JUST AS
GRIM AND DETERMINED ABOUT SEE| THROUGH AS ENGLAND AND FRANCE.
BOILED DOWN IN ESSENCE GERMANY |13 WILLING TO MAKE SUCH CONCESSIONS FOR
POLAND AND CZECHOSLOVAKIA AS WQULD PLEASE WORLD OPINION IN RELATION

TO0 THE

Make original only. Deliver to Commus-
nication Watch Officer in person. (Ses
Art. 76 (4), Navy Regulations.)
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INFORMATION

(D0 HOT WRITE IN THIS SPrACE)

TEXT

RELIGIOUS,CULTURAL, AND POLITICAL AUTUNOMY OF THESE NATIUNS.UN THE

UTHER HAND GERMANY

OF THE NUISANCE VALUE GEMERATED BY ENGLAND AND FRANCE

BECAUSE GERMANY REALIZES THAT

ENSUE TU ENGLAMD AND FHRANCE iM

PRESENT BOUNDARIES, WERE ACTUARLY TAKEN

SEEMS THOROUGHLY DETERMINED TO PHEVENT RECURRENCE

THROUGH THEIR

T THE

ouf |

G VALUE.AFTE
ERMANY WOULD
E URIE

W
3 et
THE
BE|WILLING
&

1S 135

CERTAINPOLITICAL EMBARASSEMENTS WUULD
OMNIES, AS DEFINED BY THEIR

OVER BY GERMANY,GERMANY MIGHT

FOR INSTANCE,BE WILLING TO TRADE THE WHOLE LOT OF HER FORMER COULONIES

IN AFRICA FUOR A NEW BLOCK OF
WHICH SHE COULD OPEN UP AND CQLOUNIZE,

Make original only.
nication Watch

Deliver to Commus
cer in person. (See

Art. 76 (4), Navy Regulations.)
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TEXT

IN SPIRIT TO HAVE THE COLOUMIAL PRUBLEM HANDLED IN A MUTUALLY

CONSTRUCTIVE WAY,

Write ACK. alter sddresses
Peglilring sk now ledgment
|

SUME OF THE POINTS WHICH YOU EMPHASIZED TO ME DURING

UUR I 2o 10 WHI USE CEM FOR
IN IJT:;:? i ANY S\ COMI INTO THE MILY
FA\NAIONS FOR | AUJON
YOU A ET1HY E ACQCERTABLE TO GERMANY
PRINCIVYLA.RUR DI JCURS AONY | JHAD WITH FlcCI
OF GERMEN |GO LEEVE\ TRAT TRHEY WOULD ET YOUu
MOR AL BR UGR OR

RESULVING THE IMMEDIATE POLI
DIRECTION OF AN ORDERLY POLI

GERMANY AT THE PRESENT TIHE)
A VERY PRACTICABLE HUMAN POI

ME AND |

Maks original only. Deliver te Commu-
nication Watch Officer in person. (See
Art. 76 (4), Navy Regulations.)
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HAVE HEARD IT A GRE

Tar

ONE OF THE MOST

JCULTIES IN EURUPE IN THE 1k

ECOMOMIC WORLD PROGRAM ,

ANT POINTS IN DEALING WITH
MOST IMPORTANT POINT, IS AGAN
OFFICIALS HAVE OFTEN SAll TO

RING THE PAST FEW YEARS IN
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INFORMATION
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_F__ — IR

o
HERMANY GENBRALLY THAT THE GERMAMNS ARE VERY TIRED OF BEING TREATED

(sa/Lz/e) 8°

LIKE BAD SCHOOL BOYS, THEY ARE TIRED OF BEING TALKEL DOWN TO AND
OF BEING SCOLDED ALL THE TIME AS THOUGH THEY HAD A SPECIAL MONUPO-
LY AMUNG THE NATIUNS OUN ALL THE FAILINGS UF HUMAN NATURE, DURING

EN VST Wit WH NT OFR(C1ALS IN GERMANY, THE] FRIEND-
PHESSIONS FHAT YOy HRAD M E ﬂm EMANY IN YUUR (&Y
T IN[SOUTHING TUH ITATI ¢

N MY DJSQUSSIBG W) T FHANKLY

g

H
ELEMENYS lOF AMERIEAN P

IC\E RL;.N M
WHAT THIS SITUATION THE PHE=-

SENT, MR, PRESIDENT, IS THE WINFLUENCE OF SOME OF YOUR POWER

AND FRIENDLY PATIENT TYPE Of DEALINQ. | AM NOT GOING TO DISCUS3 WHAT

THE FRENCH WANT OR THE ENGL|SH WANT,| BECAUSE YUU ARE vUST AS FAMIMAR

WITH THIS AS | AM, EXCEPT | |SHOULD WIKE TU TOUCH ONE OR TWO POINTS
FRON THE STANDPOINT OF EIIHTH CUUNTHr JUST AS A MEAN3 OF INTRUDUCING A

Make original only. Deliver te Commu-
nication Watch Officer in person. (See
Art. 76 (4), Navy Regulations.)
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-5-'E'|l|‘ SUGGESTIONS FOR THE PRA

TEXT
CTICAL APPROACH TO PEACE, THE FRENCH WANT

SECUHITt’FUR1HER THEY WANT A RECONSTITUTION OF THEIR NATEONAL PRESTIGE

AND HUNOR WHICH THEY FEEL SUFFERED THROUGH THEIR NOT SAVING POLAND

AND CZECHOSLOVAKI 4.

!! Cussio

DF
chul

A p ) OSYOVRKIA FOR|C NJ NAFI
AND CUwJU AYTONOMY |AS UNDOUBTHD NCE| CQULD WEX GE

OM THE) G R w=IF 3UCH RIGHTS (DI T\INJE
| A§T BOR o| E

AND A RECONSTRUCTION OF HER
OURSELVES FOR THE MOMENT TO
ENGLAND AND PARTICULARLY TO
ICAL GROUP IN ENGLAND UNDER

NATIONAL PRESTIGE AND HONOR, LET US ADDRESS
OBLEM OF PRESTIGE AND HONOR FOR

WHE PROBLEM OF FACE SAVINGS FOR THE POLIT-
WHUSE LEADERSHIP AND INHERITANCE OF PREVIO=

US BAD POLITICS ENGLAND BECAME INVOUVED IN THE PRESENT SITUATION,

Make original only. Deliver to Commu-
nication Watch Officer in person. (See
Art. 76 (4), Navy Regulations.)
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(D0 HOT WRITE IN THIS SPACE)

TEXT

NOBODY COULD POSSIBLY TAKE EXCEPTION TO ENGLANDS HAVING

'%EELAHED WAR OM GERMANY AT THE TIME GERMANY DECLARED HER INTENTION
OF INVADING POLAND, ENGLAND HAD SAID THAT SHE WUULD DECLARE WAR IF
THIS INVASION TOOUK PLACE AND SHE WAS BOUND TO KEEP HER WORD, THIS

51X MONTHS SINCE THE OUTBR
THE POSITION OF A SCHOULB

AK OF WORLD WAR NUMBER TWO EMIXME I[N

FELLOW WHO HAS GOT HIMSELF INTO
ADVERSHRY 44AS IS THE WAY OF A SCHOOLBOY
A CHIP I

A BAD FIGHT AGAINST A TO
OR YPUNG FELLOW HE CARRIE
CHAMLENGES FOR A FIGHT QUIJTE LIGHTRY, AFTER THE FIGHT IS WELL UNDER

M HIS SHOULDER AND PICKS uP

WAY AND HE HAS BEEN ACCUM TING A|BLACK EYE HE IS INCLINED 7O WONDER

F HAD ﬂﬂT H%FN A BIT MORE POL|TE IN THE SITUATIONg FINALLY,
M-k- n ginal only. Deliver to nmmu

nication Watch Officer in person.
Art, 76 (4), Navy Regulations.)
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INFORMATION | ACTION
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5 _?‘“_“EW ) by
\E TEXT

:*F THE FIGHT 1S GOING BADLY OR THE OPPONENT SEEMS T0 BE MUCH TOUGHER

THAN HE HAD ANTICIPATED,HE 1S QUITE HAPPY IF A POLICEMAN HAPPENS TO
COME ALONG OR PERHAPS SOME OLDER MAN Tu STOP THE FIGHT, HONOR IS STILL
INTACT BECAUSE HE DID NOUT FAIL TO ACCEPT THE CHALLENGE MM AND HE DID '

413 NOBE 6—6¥ LL—REASONABLY
., : PG ’ . 0 = 45
;_E; PTATS IS THE |PERFECTA L
INTAIN HIS REPUTATRON IN , HE e
FELLLOW. \STPPHING A FIG S VERY OFTEN

HT |8 EURDF JURS] PARTH CYULARLY

DIFFICULT, BUT YOU ARE THE QNLY ON
NO
ITU&TIGHLIN HARMONY WITH AMERICAN PUBLIC

WHO CAN STOP 1T, MR, PRESIDENT,

PERHAPS SUME WAY ERMKN OR cbuLD BE FOUND WHEREBY YOU CUULD

PROJECT YOURSELF INTO THE
SAVING

OPINION AND IN HARMUNY WI ACE FUR THE POLITICAL LEADERS IN

THE BELLIGERNET COUNTRIES AND IN Hi#HDNT WITH THEIR NATIONAL HONOR

AND PRESTIGE, GOD KNOWS THH PEOPLES|OF THESE BELLIGERENT® COUNTRIES
M_aqum,,ﬁ;,,vsgw,,yQEﬂmgqa PEACE AND 1| AM QUITE SURE THIS INCLUDES THE

nication Watch Officer in person.
Art. T6 (4), Navy Regulations.)
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POLITICAL LEADERS THEMSELVES,

THE FINAL SUGGESTIONS | HAVE TO MAKE, MR, PRESIDENT, IS THAT
INSTEAD OF STARTING IN BY TRYING TO SETTLE SOME OF THE HEATED AND
IRRITATING 1SSUES BETWEEN ENGLAND AND GERMANY, THAT YOU SET FORTH

WOULD HAV RERUG-

I TUATION, FOR EXAMPLE
¥—43-r CONBTANT FAC=-

TOR FOR UNREST IN EUROPE AND THAT THE WORLD CANNOT SETILE DOWN TO

URDERLY PROGHESS UNTIL GERMA TO PRESS 1TS NUISANCE VALUE

AND STOPS GRABBING MORE TERKITORY, SDtE ASSURANCE MUST, THEREFORE,

BE GIVEN TO THE BRITISH PEOP THAT ©

CE GERMANY 'S LEGITIMATE DEMANDS

ARE FULFILLED GERMANY TUOO Wi SETTLE|DOWN TO BUSINESS AND CEASE PULL-

ING SOME NEW STUNT EVERY FEW |[MONTHS. AS EVIDENCE OF GERMANY'S WILLING-

NESS TO RESPOND TO THIS VIEWHAOINT AND SET OF PRINCIPALS CHANCELLOR
Make original only. Deliver to Commu-

in person. (See
i tions.)
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EMPHATIC ASSURANCE FOUR TRANSMISSION 0 yOU THAT WITH THE RECOGNI TION
OF GERMANY AS A FIRST CLASS PUWER ENTITLED TO HAYE SOME HEGEMONY IN
HER PART OF THE WORLD AND WITH THE SATISFACTION UF EEHM&N?‘S COLUNI AL
ME SU_FA GEHMAN CONCERNED

EL o E

NiM BY ST|RR|ING HN UP

Make original only. Deliver to Commu-
nication Watch Officer in person. (See
Art. T6 (4), Navy Regulations.)
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{T SHOULD BE REMEMBERED THAT THE UNBTED STATES COULD NUT
GUAHANTEE EITHER SIDE,THE AMERICAN PUBLIC UPINION IS DEAD SET AGAINST
ANY SUCH COMMITTMENT OR INVULVEMENT , THE ALLIES DID THEIR BEST TO
=RICA ,

THERg BUT H PRESIDENT

By DMEKING  —
DUCUMENT
d THEATY, wHjcHl THEv—swvE—
RESENTAT=-
PLEBGES

AND ALSU LET THE WORLD KN IOLATIUN UF THEM WUULD RAISE uP

THE ENTIRE MORAL FORCE UF E UNITED STATES AGAINST THE VIULATUR.SUCH

A MAGNA CHARTER uUF WUHRLD PHACE WOULD ASSURE THE BRITISH NATIUN THAT 1T

HAD NOT DECLARED WAR IN VAIN, ENEBEN|ENGLAND WOULD HAVE ACHIEVED WHAT

SHE COULD NOT ATTAIN AFTER |THE LAST|WAR, THEN 1T WAS CLEARLY A DICTAT=-
ED PEACE AND, UF COURSE, THE LOSER gUULD DU NOTHING BUT ACCEPT I

Make original only. Deliver to Commu-
nication Watch Officer in person.
Art. 76 (4), Navy Regulations.)
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TEXT

WITHOUT REALLY ENTENDING TO DU ANYTHING BUT THROW OFF THE SCHACKLES
AT THE FIRST UPPURTUNITY, IN CONTRAST, A PEACE AMUNG EQUALS WOULD BE

SUMETHING K TO THE LASTING UBSERVANCE UF WHICH BOTH SIDES COULD PLED=-

WORLD GU 10 HELL o THIS |
BEFURE MAKING ANY MURE CUN

franklin D. Roose

BECLACSIFIED

00D DIR. sz00.9) (o 27/58

A= e
Make 1:ri[l?vnl u:lr&ml}illm to Commus
nication Watc cer in me JSee
Art. 76 (4), Navy Regulations.
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MESSAGE UF THE PRESENT SERIES AND

CT8¥1 SHALL AWAIT YOUR FURTHER WISHES .

1t Library RESPECTFULLY YUURS,
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ED HE FOREIGN
MINISTER MRs VON RIBBENTR G THIS DISCUSSION WITH THE
FOREIGN MINISTER THE UNOFFICIAL INFORMAL CHARACTER OF MY ENTIRE
VISIT WAS MADE CLEAR TO H)M, THE ARRANGEMENTS FOR THE VISIT WITH
THE CHANCELLOR WERE ESTABLISHED THIS GROUND, WHEN 1 WAS
RECEIVED BY THE CHANCELLOR THE RD OF HONOR WAS TURNED OUT AND
GENERALLY | WAS TREATED MQST COUR[TEOUSLY. | NEED HARDLY TELL YOU
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THAT THIS WAS NOT BECAUSE OF MYSELF PERSONALLY. OBVIOUSLY THE
COURTESIES WERE INTENDED XSM AS MARKS OF RESPECT TO YOU AND TO
THE UNITED STATES OR IN ANY EVENT TO ME AS AN AMERICAN CITIZEN
CAR OR Sl - DLY
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HAD FELT THAT BY KEEPING SSION ON AN INFORMAL BASIS THE
HEADS OF THE GOVERNMENTS tTEH UNDERSTAND EACH OTHER AND
WHAT THEY REALLY WANTED Tq GET AT} THE PRESIDENT WANTED TO BE
INFORMED AS TO WHAT THE LHADERS Ik THE VARIOUS COUNTRIES IN
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OPPORTUNJTY TO EXAMINE CRITICALLY AND ATTENTIVELY THE DEFINI-
TIONS TRANSLATED INTO GERMAN OF THE PRESIDENT'S TERM MODERA-
TOR HE THEN RESPONDED GENERALLY AS FOLLOWS:BELOW,

THE CHANCELLOR BEG
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LOR FELT THAT FROM TIME TO TIVE UNFORTUNATE RUMORS AND PIEﬁéS
OF PROPAGANDA HAD DISTURBED BADLY THE RELATIONS BETWEEN OUR TwO
COUNTRIES., THE CHANCELLOR PARTICULARLY DEEPLY REGRETTED THAT
A FALSE RUMOR HAD BEEN CIRCULATED AFTER A CONVERSATION HE HAD
i ROPAGANDA

E RUYOR

ELY?

SED OPINION

THAT HE PERSONALLY GﬂHSIﬂEHEE;}ﬁtHHEELECTIGH OF THE PRESIDENT
TO HAVE BEEN A MISTAKE. [THE RUMOR WAS A LIE ON THO GROUNDS
FIRST THE CHANCELLOR HAD |SAID NO|SUCH THING AND SECOND THE
CHANCELLOR HAS H1S OWN IMPORTANT [PROBLEMS TO SOLVE IN GERMANY

WHICH ABSORB SO MUCH OF HIS TIME|THAT ORDINARILY THE PROBLEMS
OF AMERICA ARE TOO FAR AWAY FROM|HIS OWN MIND FOR HIM TO MAKE

Make original only. Deliver to Commus-
nication Watch Officer in person. (See
Art. 76 (4);, Navy Regulations.)
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COMMENT ON THEM, THE GH#HGEE:ER HAD BEEN FURIOUS WHEN HE HEARD
OF THIS LIE BECAUSE HE HAD NEVER SAID THAT THE REELECTION OF
PRESIDENT ROOSEVELT WAS A MISTAKE. ON THE CONTRARY HE HAD AL-
WAYS BEEN OF THE OPINION THAT NOBODY ELSE BUT PRESIDENT ROOSE~-

v U E T0/C0MPLRTH TH WHICH THE
EQIDENT HAD [BEGUN PUFING HIF

REFERGHNE Tq THE WAR THE
PRESENY, WR| wfs A CUR(fous ONE i
NOBODY)B AND AN

T|THE

e s ol -

CLARED WAR
l; ON GER=

THE WAR

AID, WANT TO DISMEMBER GERMANY
TO INTERFERE WITH HER OWN INTERNAL SYSTEM OF GOVERNMENT AND TO
MAKE HER SUBJECT TO A FR | SH HEGEMONY, THESE ARE THE
WAR AIMS, THE CHANCELLOR GDHTIIUED; WHICH NAVE BEEN GIVEN WIDE
PUBLICITY IN THE WESTERN |COUNTRIES, BUT ENGLAND AND FRANCE LACK

Make original only. Deliver to Commu-
nication Watch Officer in person. (See
Art. 76 (4), Navy Regulations.)
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L

THE NECESSARY POWER TO REhLlZEm?hESE WAR AIMS, THEY HAVE FORGOT-

TEN THAT THERE 1S A TREMENDOUSUDIFFERENCE BETWEEN 1914-18 AND
TODAY., IN THE LAST WAR GERMANY HAD TO FIGHT ALONE AGAINST THE
AT THAT TIME JAPAN RUSSIA AND ITALY WERE ON THE

WHOLE WORLD.

H

FOR (HH FIGHT

(NE| FRONT| WHILE HER
R
R T L

PRESENT BUT ALSO FOR THE FUTURE.
TAKE UP ARMS EVERY THENTY [EARSS

WHOLE GERMAN PEOPLE 15 IN
FUTILE FOR HER EMEMIES TO
GERMAN NATION, THE GERMA

THE NATIONAL STRUCTURE, W
MAB HAD: NO. SIGH BQOTS..IN THE MASSH

nication Watch Officer in person. (See
Art. T6 (4), Navy Regulations.)
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N es

GERMANY DOES NOT WANT TO HAVE TO 1
THE CHANCELLOR SA1D THAT THE

IRED BY THE SAVWE DETERMINATION, IT 18 T

HOPE FOH

DISBENSION FROM WITHIN THE
F TODAY HAS ITS ROOTS DEEP 1IN

lnsncn (
REAS THE GERMAN MONARCHY IN THE LAST

S OF THE PEOPLE. IN SPITE OF
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reguiring prk e ledgment
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‘franklin D. Roosevelt Lib:

bim camng o ro/0nEaN.

DECLACE

THIS LM}K GF £ BRI‘.}AD PﬂPULhWGUNI}ATIDH GERMANY FOUGHT A.GMHST

OVERWHELMING 0DDS FOR FOUR YEARS,.

SHE CAN NOW LOOK WITH ALL THE

MORE CONFIDENCE TO THE FUTURE IN VIEW OF THE MANY CHANGES WHICH
HAVE QCCURRED IN THE SITUATION ALL TO HER ADVANTAGE.

Tﬁ iEGA D ‘ .a

D AND|FF
MEARS THETH EMPIR
of THE ECO
FOR L&k
IMPORTATION OF NE
PERATIVE THAT SHE GET OU
MEANS OR ANOTHER CAN TAKE
OR IMPEDE THIS FLOW OF ES
IALS AND GOODS REFERRING
COLONIES THE CHANCELLOR

wd OREN FROM, THEM BY, THE

Commu-
nication Watch Officer in person. (See
Art. 76 (4}, Navy Regulations.)
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ESSARY FOODSTUFFS ANL

E
STEPS
SENTIAL
IN THIS

qAID THAT
NGLISH AND FRENCH

§TTONS, ] HE SAID

s

IS |
HE

RESPECT TO THE .
[ IT 1S IM-

POSITION WHERE ENGLAND BY ONE

T

EVERY TEN YEARS OR SO TO THRDTTLE!

FOODSTUFFS AND NECESSARY MATER-

CONNECTION TO THE QUESTION OF
THE GERMAN COLONIES HAD BEEN

IN CONTRADICTION TO

k.

R
ORL
VE
SAID F

OR
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ASSURANCES GIVEN TO GERMANY BY PRESIDENT WIESON THESE COLONIES |
WERE OF NO VITAL IMPORTANCE TO FRANCE AND ENGLAND BUT THEY

CONSTITUTE A VITAL NECESSITY TO GERMANY FOR THESE REASONS THE

HER OWN CURRENCY IN ORDER TO IR
NY MUST EXPORT FOR EXAMPLE

THERE MUST BE A CORRESPONDING
NTRY WHICH 1S FORCED TO LIVE

ILY FEEL THAT THE DICTATORSHIP

RECEIVE HER ESSENTIAL IMPO
FOR EVERY POUND OF COFFEE
QUANTITY OF GOODS EXPORTED

UNDER SUCH CONDITIONS MUST
WHICH COUNTRIES LIKE ENGLAND AND FRANCE EXERCISE OVER THE SEVEN

Make original only. Deliver to Commu-
nication Watch Officer in person. (See
Art. T8 (4), Navy Regulations.)
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SEAS IN UNENDURABLE. THE EFFECTS OF SUCH DICTATORSHIP HAVE ONLY
RECENTLY BEEN GIVEN FURTHER EXPRESSION THROUGH THE ACTION TAKEN \
BY 3REAT BRITAIN IN STOPPING MARITIME TRANSPORT OF GERMAN COAL

TO ITALY. WITH REGARD TO THE MILITARY SITUATION THE CHANCELLOR |

SAYD THAT JIN| THE ﬂ

AT FRONT LAND 14ff #N THE
AREZ -Wmﬂ WEST
e o i 1 e

ﬁhlillf+ ETHD oW1

i A 4 : AR AND 1IN THq
PRESENT WAR THE AGRESSORS pARE THJSE WHQ DECLARED WAR, NAMELY OR
ENGLAND AND FRANCE. SHOULD 1 E BAID THAT GERMANY HAD ATTACKED

POLAND, ONE MUST REMEMBER|THAT AC[TION WAS TAKEN BY GERMANY AGAINST
POLAND IN ORDER TO PUT AN|END TO POLISH TERRORISM AGAINST THE
GERMAN. MINORITIES IN THAT|COUNTRY} THERE WOULD NEVER HAVE BEEN A
GERMAN=PQLISH WAR |F ENGLAND HAD NOT INTERFERED IN THE POLISH

MIII:- T-i.-l:;;l n:lr. Deliver te Commu-
nication Watch Officer in person. (See
Art. 76 (4), Navy Regulations.)
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AFFAIR WHICH WAS NONE OF ENGLAND'S BUSINESS. THE CHANGELLOR SAID
THAT THEPRESENT WAR ©AN ONLY BE BROUGHT TO AND END IF ENGLAND
AND FRANCE WJEL ABANDON, THE IR WAR.AIMS. HE-WOULD BE VERY GLAD T0

LEAVE T9 PRESIDENT ROQSEVELT H ELF , HER THEY
HE - 3¢ . QT \MA AND UNTIL
H CEl A s $SUR .ﬁw:* TV
BEG AST % & JAS | ARED NAR
I, FIENCLAND BN B\ T\P Af uunur E GH‘" Y
REPAI ZED J (Eﬂ D [NOF HQPE FOR| ASSI STANPE [FROM OTHER ~
R NSTANCE W I TEDA_SY

Jev wpulD MAKE PEAC
A KIND QF SPORT IN WHICH THE
AD FIRST ASKED THE RUSSIANS TO
TRYING| TO GET ASSISTANCE FROM NORWAY
AD SUUMARIZING HAS ATTITUDE QN THIS
HE CHANCELLOR EXPRESSED HIS

ACH AN AGREEMENT WITH

munnn“. gncuun CONS IDE
OTHERS MYST DO THE FIGHTI
HELP HER, AND WAS NOW BUS
AND SWEDEN, IN CONCLUDING
PRESENT PROBLEM OF WAR OR [PEACE,
GELVEF THAT HE WOULD BE ABLE TO R

Make original only. Deliver to Commu-
nication Watch Officer in person. (See
Art. T8 (4), Navy Regulations.)
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TEXT
PRESIDENT ROOSEVELT IN TEN MINUTES, ON THE FOLLOWING BASIS:
FIRST, GERMANY 1S READY T0 RESPECT ENGLAND AS A GREAT WORLD
HIEI; IN LIKE MANNER OME 1S mnr TO RESPECT FRANCE AS A

‘q .ﬁ‘L" “_'ﬂ ... <o

8
3E EMPLOYED -5". CTIVE PU
NS OF A BETTE E NIYATIQN [OF INTERNQAT [ONAL TRADE
SUGRESHIONS-MADE B s RODSEVELT, THIS R
HE RESULTING IMPROVEMENT IN
ANTIME, UNFQRTUNATELY FOR THE

REFUSES TO AIMIT THAT GERMAMY HERSELF

T

OVERALL ECONOMIC CONDITIONS,
INTERESTS OF PEACE, ENGLA
IS ALSO A REALITY AS A W .

THIS CONCLUDES THE OUTLINE OF THE|DISCUSSION WiTH CHANCELLOR

HITLER.
Muan biignd .odposBymks - \"WHS RE SPEGTFULL Y.,

thongy JAMES D, MOONEY
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MEMORANDUM FOR THE PRESIDENT:

Breck Long brought this over by
hand and asked me to give it to you

confidentially.

He says you will recall the
reference on the second page of oecretary
Hull's memorandum "the same steps of

procedure" was referring it to the British.

ELAS

E.d.W,

Ol



DEPARTMENT OF BTATE
WABHINGTON

My dear Mr. President:

The attached memorandum is copy #1 of the translation
of the second part of the memorandum about Germany, the
first part of which you received last week. This is
just as confidential, and if you should see fit to hand
it to other persons, I trust that you will impress upon
them that our obligation in connection with its
acquisition requires absolute secrecy in connection with
it, including no reference to it whatsoever in publiec
and no allusion to or quotation from its text.

This section is the statistical review of the
finances of the German Government. It shows that the
grand deficit of 1940 is 102.5 Reichsmarks. Pages 2 and
3 of the memorandum attached contain the comment of the
author upon the financial consequences of thelr fiscal
poliey, whieh is a succinet, critical comment upon the

facts
The FPresident,
The White House.
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Tacts adduced in the pages following in the memorandum,
and you may be interested to read particularly Section B
and Seetion C on the pages indicated,

It is assumed you will desire me to take the same
§Fpps of procedure in connection with this whieh you
did in connection with the first section, and I will
be glad to receive your instructions in regard to it.

Faithfully yours,

Q/jﬁ%\d&)

Memorandum #1,



Berlin, January 24, 1941, WVe.

On the basls of the officlal tables and statements,
a financlal and statistical conspectus of the German
financial eiltuation 1eg submitted.

The budget figures for the fiscal years 1933-1937
and analyses thereof were set aside; only the most
important figuree from this perlod were taken.

The following report glves:

I. For the Reich:

1. Remalts of calculations of the budgets for

1938 and 1939;
2. Analyslse of the financial requirements for

1940 and covering therefor on the basls of the provislonal
flgures.

II. For States and Communes (Gemelnden) the total
financial needs for 1938, 1939 and 1940.

III. The financial needes for the public administra-
tion for 1938-1940.

IV. The budget for the Relch Office for Unemploy-
ment Insurance ete.

V. The financial needs for industrial insurance.

VI. The financial neede of the auxlliary fiscal
corporatione.

Following thie (Chapter VII), the financlal figures as
a whole are compared with the national or total social out-
put and the officlal statemente of the Relch Government on

these polnts are given. These statements serve as prooffar the
correctness
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correctnees and oapaclty of the conduct of finances by the
responsible Ministere of the Relch.

The material given at the close in the tabulatlons con-
tains the various figures set up parallel to the statements
under Chapters I - VII,

B.

Officilal data on the total public debt of the Relch,
the States and the Communee, as well as other public legal
scorporative bodies, have not up to this time been assembled
and submitted by any Minietry of the Relch.

The official debt figures given, the short-term and
long-term loans, non-interest-bearing Treasury notes,
ete., show as total a debt of 66,2 billion RM. as of
December 31, 1939, and 76.5 billion RM. as of December 31,
1940, In addition to these published officlal government
debts, there are the unofficial secret government debts of
all kinde, which are to be calculated at at least 16 to 18
billion RM as of December 31, 1940, There are to be added
the open book debts of the government and its instrumental-
ities, in partiocular arieing out of the deliveries of war
supplies to the army administrations, for which the suppliers
have not been pald yet., These figuree might be between three
and four billions., Thue the outetanding seoret debt amounts
to at least nineteen or twenty billione on the whole,

There
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There remains, lastly, to 1ist the unpublished debt of
the subsidiary government, the National Sociallst German
Labor Party (Reich treasury). These debt figures amount
to several billions; they would probably lie between three
and four bllllons.

c.

The estimates of Germany's financial position in the
earlier memorandums of the writer, for example, those of the
early part of October 1939 and the middle of February 1940,
are far exceeded by the figures in the present statement.
Thus for example the following estimate was given in the

memorandum of the middle of February 1940:

I e 2840 _
Eetimate in memorandum 80 billione 64 billione
Actual budget figures 66.2 billions 74 billlions.

In the same way, the figures on the status of indebtedness
ought in reality to reach the minimum amount.

The conclusione from the constantly rising expenditures
in the budget and the debts of all kinde are evident, both
with respect to capital as a whole in private industry and
aleo with respect to property in partioular in the case of
every private individusl, The bases for balanoces in private
induetry are shaken; savings, bank deposite, claims under

insurance
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insurance policlies, industrial insurance and other annuities
and the like are undermined, Finanoial and political judgment
ig given in full detail in the earlier memorandums,

In ocase the present finanolal situation, 1939-41, should
be placed in comparleson with the war finanocing during the
World War of 1914-1918, the reader is referred to the publi.
cation of the Carnegle Foundation for International Peace
(German Seriee v. Lodz, "German Government Financial Manage-
ment in the War", 1927 edition) for the figures for war

finaneing.



The Reioh budget was closed in the flscal year 1938
with total expenditures of 28,7 billion RM and total
receipte of 25,7 billion RM, so that there was a deficit of
approximately 3 billion RM, Of the total expenditures,
17.2 billion RM went for the budget of the armed forces
and 11,5 RM for the civil budget. In this division, the
war allotments and the pension burdens of the new army
are assigned to the civil budget.

In the fiscal year 1939 there was an extraordinary
budget in addition to the ordinary Reich budget. The
expenditures under both budgete together amounted to 48,9
billion RM, Against them were budget revenues of 36,4
billion RM, eo that for the fiscal year 1939 the deflelt
amounted to 12,5 billion RM, Of the total expenditures,
20 billion RM were aseigned to the civil budget (including
war allotmente and the pension burdens of the new army),
and 28,9 RM to the budget for the armed forces, There are
not glven in the latter figure the expenditures outside of
the budget that were financed by armed forces bonds, which
were, however, insignificant in comparison with the total

amount,
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amount, It 1s stated that there are at present about 150
million BRM worth of armed forces bonds in eirculation.
From the figures given, not only are the expenditures
for the armed forces considerably higher than in the preceding
year, which 1s explained simply by the breaking out of the
war, but expenditures for the civil budget have risen
decidedly, But in thls connection it should be borne in
mind that the major portion of this increase is explained
merely by a procedure in bookkeeping. That i1s, in the
budget year 1638, expenditures amounting to 2,7 billion RM
wére pald by treasury notes which did not have to be
redeemed until in the budget year 1939, Just as with
the oredlt finesncing of the budget years 1933 to 1937
(bonde for provision of employment and "Mefowe" bonds),
these expenditures, paid for with jJewelry, etc. turned in,
were not put on the booke for the budget until they were
due., For that reason, a sum of 2.7 billion RM was deducted
from the civil expenditures in the fiscal year 1938, but a
like amount was added to the civil expendituree for the
Tisocal year 1939, B0 in reality in the figeal year 1938
the expendituree for the civil budget were 2.7 billion RM
higher and in the fiscal year 1939, with 17,3 billion RM,
less by the same amount than ies to be assumed from the
closing figures for the two years (see Table I).

Nor
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Nor are these sums for the civil expenditures actually
made to be used for a financial and gtatlistical comparison
without further consideration. That 1s, besides the real
oivil sdministrative expenditures, they include a geries of
figures that are to be coneldered only as entries appearing
under varioue headings, Thie is true in particular of
thoee transfers to States, Communes and combinations of
Communes which are put on the booke in the Reich budget
as expenditures, To be sure, the great majority of the
tax transfers are immediately deducted from the tax receipts.
But a small portion of the revenue turned over to the States
from Reich taxes is treated as expenditure, Under this
oome transfers to the Saar Territory and, eince 1938, to
the new Relch areas which could not be embodled at once 1in
the transfer system of the old Relch, Therefore these sums
entered on the books as expendltures have played a consider-
able part, espeolally in the figoal year 1939, They amount
to B805.6 million RM, as compared with 356.5 million RM in
the fiscal year 1938, For a consideration of finanocee and
statistics that is to cover the whole officlal budget,
thege amounte which were traneferred must aleo be deducted
from the tax revenue of the Reich in order to avold duplica-
tion, as they are in the long run only incorporated into
the budget of and used by the regional unite subordinate to

the



the Reich., In that case, of course, they then drop out
algo as items of expenditure of the Reich (eee Table 2),

Just as with the tax tranefers entered under the civil
expenditures of the Reich, in a finanoclal and statlstlecal
investigation the expenditures of a profitable nature that
are in the Reich budget must be deducted from the clvil
expenditures and adjusted with the corresponding income
items, While gome of the Reich revenue derived from trading
capital, such ae, for example, the carrying of the Relch
mall or a share in the net profit of the Reichsbank appear
in the budget of the Reich only as net yleld (principle of
the net budget), other, namely the receipts from minting
and from the "other trading capital" are entered aes gross
receipte, againset which are placed the corresponding expendi-
tures. In the fiescal year 1938 there were 79,9 million BRM
g0 entered from minting and 511.4 million RM from "other trad-
ing capital®, In the fiscal year 1939 the corresponding sums
amounted to 27.8 million RM from minting and 662,3 million
RM from "other trading capital”, These items of expenditure
are entirely different from the expenditures of the oivil
administrative authorities. They are, no different from
the productive outlays of private enterprise, national
coets, while the real administrative expendliture of a publie
character 1s a binding or a comsumption of the national

inecome,
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income. It ie therefore customary in financlal and statis-
tical dlecuselons to take into consideration only the publio
trading capital in general with ite net yield. Under the
"other trading capital", which primarily embraces the
holdinge of the Reich in industrial and banking undertakings,
as well as the forests and public lands belonging to the
Reloh, the productive outlays in connection with the in-
vestments for the Four - Year Plan were greater in the
fiecal yeare 1938 and 1939 than the corresponding revenues,
80 there 1s here a deblt item for net yleld in both years.

Also in the case of the other general means of cover-
ing, in the Relch budget expenditures stand opposite gains
entered as grose profits; they are different in nature from
the expenditures of the civil administrative authorities.
Like the expenditures in connection with the trading capital,
these disbursemente have to a certesin extent an internal
connection wlith the 1temas of income, so that in a practical
way they are llkewise set off againet them, in order that
the real administrative expenditures of the Reich may be
worked out., 1In the fiscal year 1938 there was here an item
of expenditures of 27,3 million RM; in the fiscal year 1939
the corresponding sum amounted to 198 million RM (see Table
4),

If we take away from the clvil expendituree of the Relch
p0tually made in the flscal year 1938 and 1939 the amounte
mentioned, for the tax transfers put on the books as outlays,

as well
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as well as the expenditures in connection with trading
capital and the other general means of covering, we get

the expenditures of the olvil administrative asuthoritiee,
that ie, the oivil administrative expendltures of the

Reich in the narrower and real sense. These amounted

in the fiscal year 1938 to 13,2 billion RM and in the
fiscal year 1939 to 15,6 billion RM., The inorease le
explained to some extent by the lncrease in expenditures
for personnel in connectlon with the extenslon of terrltory
and the eliminatlon of part of the salary reductlions for
officlale, as of July 1939, But the civil expenditures

of the Reich have inoreased decldedly, chiefly through

the augmentation of ald to families since the outbreak

of the war., As early as the flscal year 1939 thie amounted
to 1.5 billion EM, Finally, with the further growth of

the indebtedness of the Relch, the expenditures for service
on the debt have rigen considerably. But a certaln rise

1a to be observed in the other civil administrative
expenditures also (see Table 3).

The expenditures of the olivil administrative authorities
and the expenditures for the armed forces combined give the
corrected sum for the administrative expendltures of the
Reich, In the fiscal year 1938 i1t amounted to 30.4 billion
RM, and in the fiscal year 1939 to 44.0 billion RM, 1In

order
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order to determine the net fisoal needs of the Relioch, we
must deduot from this a emall amount, that is, for the
special paymente of States and Communes, against which
there are corresponding paymente in the opposite dlrection,
among the expendituree of the oivil administrative author-
ities of the Reich. 8o both items must be balanoced agaln,
As these payments are listed as expenditures not only by
the Reich but also by the States and Communes, they must
in esch case be deducted from the expenditures of the other
organization in whose books they eppear as income. In the
case of the Reloch, thlis involves amounts of 103.9 and 121,9
million REM in the fiscal yearse 1938 and 1939, Hence the
net amount of money needed by the Relch in the flscal year
1938 can be calculated at 30,3 billion RM, and in the
fisoal year 1939 at 44.4 billion RM, Thie sum for expendi-
tures, finally cleared of dupllicate entries, can be compared
with the correspondingly prepared expenditures of the
States and Communes ( as well as those of the other public
organizations) and can be combined with them (see Table 6).
If we subtract from the figures for the net amount of
money needed by the Relch and the administrative income
and the proceeds from the budget borrowinge (financlal
statistios ocombine these receipte under the heading of
special means of covering), we have left the socalled

appropriatlon
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appropriation requirements of the Reich. These amounted
to 21.7 billion RM in the fiscal year 1938 and to 36,3
billion RM in the fiscal year 1939, To cover them there
were avallable as general budget means those receipts from
taxes, earned revenue and other income remaining after
deduction of the abovenamed correctlion items, that is, gll
tax transfers, productive outlays and the like from the
revenue ltems entered in the Reich budget.

b. d financi iremen

—of the Reloh and thelr probable
_coverage in the fiecal year 1940,

In consequence of the war, the financlal requirements
of the Relch wlll be determined even more than in the
preceding years by the needs of the armed forces. During
the last half-year, the armed forcee required on the average
an expenditure of a good 3 billion RAM a month. On the
assumption that the war will last until the end of the
fiescal year or elese wlll determine the financing of the
Reich in the main, we can therefore calculate the expendi-
turee for the armed forces during the budget year at
approximately 38 billion RN,

The expenditures of the oivil administrative authoritlies
will also rise further during the ourrent fiscal year., Ald
to families, which tock 1.5 billion RM in the fiscal year
1939, including only 7 war monthe, ought to demand more than

twice
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twice that much in 1940, as the number of men called to
the colore has greatly increased since the opening of
the war, A certain increase in expenditures for personnel
will also be noted, because the eliminaticn of part of the
galary cuts, starting in July 1939, will not show up except
in a full budget year. With the further increasse in the
Reich debt, the expendltures for service on the debt will
increase, The interest on the Reich debt, which took the
gsum of 1.95 billion BM in the fisecal year 1939, must call
for more than 3 billion BM in the fiascal year 1940, The
expenditures for amortization amounted during the past
two figeal years to from 1.25 to 1.30 billion RM per annum,
In thie connection it ie to be noted, however, that only
some 2/3 or 3/4 went for the amortization of loans, interest-
bearing Treasury bonds and other funded debts, while the
remainder wae used for the payment of bond maturities
from the so-called advance financing (provision of work
bonds and Mafowe bonds). It remaine to be seen whether
in the current fiscal year an amortization of such epecial
obligatione will take place also., The amortization of
loans and Treasury bonde will be undertaken to about the
game extent as in the previous year. In all, the expendi-
ture for service on debte ought to amount to from 3.9 to
4,7 billion RM, The paymente to Statees and Communes
likewlse
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likewise will probably be Jjust ae high as in the preceding
year, while a certaln augmentation ie to be anticipated 1in
the allotments for annuity ineurance, as wag the ocmee 1n
the preceding years. It is hard to tell to what extent the
other civil administrative expenditures will change, that
is, the expenditures 1n Eind and investmente, the payments
to corporations and private individuale (eybsidies), and the
granting of loane, In the domain of pavments in kind,
savings will probably be possible, but on the other hand
war business will demand further new investments and grante.
In addltlon, there are the demands which result from exten-
sion of the territory of the Relch. 8o on the whole a
further inocrease in expenditures ought to be counted on
here also, .
Taken altogether, we can probably count on expenditures
for the civil administrative authorities of from 18 to 19
billion BM in the filecal year 1940, as compared to 15,6
billion RM in the fiscal year 1939, Together with the
expenditures for the armed forcee, eetimated at approximately
38 billion RM, we get the amount of money needed by the
Reich as some 56 to 57 billion RM, To meet this need, there
are available first, as gpecial means of govering, the
administrative revenue and proceeds from the budget borrow-
ing. From previous observations, the placing of medium and

long-term



long-term obligations of the Reich might be conglderably
augmented as compared with the preceding year., In the flrst
third of the current fiscel year, 4.2 billion RM wae invested
in loans and interest-bearing Treasury bonde, in addition

to which there wes an increase of 75 million RM 1in the
mortgage bank (Rentenbank) loan granted to the Relch elnce
the beginning of the war. Hence we may assume that in the
final report on the 1940 flascel year some 13 billion RM

will appear as the borrowing under the budget. In the
fiscal year 1938 the administrative revenue brought in 1,1
billion and in the fiscal year 1939 1.8 billion RM, In
addition, there were in each of the two fiecal years fully
100 million RM in special payments of States and Communes,
80 in the fiscal year 1940 there should be avallable about
15 billion RM, in all, as special means of covering, eso that
the probable amount needed for appropriations by the Relch
18 to be calculated at 41 to 42 billion RN,

The general means of covering of the Reich budget at
the end of March 1940 were estimated at 24.7 billlon RM for
the fisecal year 1940 by the Reich Finance Ministry in an
estimate that 1e, on the whole, probably too cautlous,. Thie
amount was made up ae follows (in millions of RM):

Property and transfer taxes 14,366
Customs and consumption taxes 4,654
Speclel war taxes

Tax and customs revenue combined 21,700

War contribution of SBtates and Communes 1,500
Other general budget revenue

General means of covering, altogether 24,700,
In conneotifn
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In econnection with these figures it 18 to be noted that
the tax and oustoms revenue is the gross amount collected,
and hence that the tax transfers and the tax coupons
(8teuergutecheine) have not yet been deducted from them.
There are aleso among the "other general budget revenue",
that 1s, among the earned revenue and other general means
of covering, as in the two precedlng years, sSome groes
amounts, againet which there are corresponding debit
entries., These expenditures must first De get off againet
the receipts. The contribution of the German Rallways, an
i1tem of about 200 million RM, which 1n this study is calcu-
lated among the tax revenues, is contained in the preliminary
estimate of the Reich Minister of Finance in the “other gen-
eral budget revenue". Hence, including the Reich Rallways
contribution, the above preliminary ecetimate of the revenue
from taxee and oustoms amounts to about 21.9 billion RM,
while that for the other general budget revenue amounts to
about 1.3 billion RM without this contributlion.

For the tax transfers to the States and Communes, &
diminution of about 100 million RM for the fiscal year 1940
1g to be counted on, corresponding to the estimated return
of the total receipts in Reich taxes and customs. In
addition, the diminution in the transfers to States based
on the Second Law on Financial Measures in the Domain of

Policing
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Polieing will probably be 40 million RM greater. Besldes,
the transfers to the Austrian and Sudeten German territories
and Communes might be 160 million RM lower in the flecal
year 1940 then in the preceding year, 1n consequence of a
change in the distribution of dutles and burdens (transfer
of the elementary eschools to the Reich)., Lastly, the
remainder of the government of the State of Austria, to
which 171.7 million RM more had to be transferred in the
budget year 1939 (see Table 2, Note 3), will mostly
disappear in the ourrent budget year. On the other hand,
the tranefers to the new Reich Territoriee of Danzlg-
West Prusela and Wartheland and those to Prussla for the
newly incorporated eastern reglons will be not a little
higher than in the past fiecal year, slince they were not
granted until the second half thereof. In all, the transfers
to the States, Relch Territories, associstions of Communes
and Communes, which amounted to 2.8 billion RM in the balance
gsheet for 1939, the remainder of the government of the
State of Austria being included, ought to be at least 300
million BM lower in the fiscal year 1940,

The transfer to be made from the funde from the income
taxes to the Special Fund for Marriage Loans and Bonuees
for Children is set at 250 million RM in the fiscal year
1940, as in the preceding year. In the case of the grant

for
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for the Relch Auto Road Fund, made from the transfer, shipping
and petroleum taxew and from ocustoms duties, a diminution

is to be expected (it was 246 million RM in the fiscal year
1939).

A perceptible diminution in the portion of the revenue
from texes remalning to the Reich will take place in the
fiscal year 1940, through the presentation of tax coupons,
While the NF I tax coupons returning to the Reich financial
offices in the flecal year 1939 were subtracted from the
gross proceeds of the tax coupons 1ssued, they must in the
fiscal year 1940 be oalculated against the tax revenue, as
was done previously with the tax coupons of old type, since
no new issue will be made. The circulation of NF I tax
coupone reached ite maximum with 2,429 million RM at the
end of November 1939, It has diminished since that time:

b{ 164.1 million RM in December 19539

172.6 . " ¥ January 1940
1777 " " " February 1940
" 319 " " ¥ March 1940
" 157,86 ! "W Aprdl 1940
" 95,9 " "W May 1940
" 107,.9 . " " June 1940
" 27.8 " " " July 1940

S0 in the first four months of the current fiscal year 389,2
million BM in NF I tax coupons had already flowed back 1into
the Reich financial offices. It 18 to be noted, to be sure,
that the inward flow, which increased from month to month up %o
March 1940, has eince then unmistakably been receding. This 1s
explained merely by the fact thet the supply from which the re-
turn flow could take place i1g constantly diminishing., But 1t 1se
to
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to be assumed, firet of ell, that the great najority of
the NF I tax coupone still in circulation at present are
in the hands of bueiness men who wish to take advantage
of the freedom from depreclation connected with them.
These tax coupone might remain in the poeseesion of
their holders for a etill longer time, so that for the
present a further diminution in the return flow ie to be
counted on. In the final statement of the fiscal year
1940, the utilization of tax coupons could hardly exceed
the amount of 600 million RN,

The portion of the taxation and cuetome revenue of
the Relch which will be claimed for the honoring of tax
coupons, and for transfers to the Stetes, Reich Terri-
tories, Communes and aesociations of Communes, the
remainder of the government of the State of Austria, the
Reich Auto Road Fund and the Special Fund for Marriege
Loane and Bonuees for children will in the fiscal year
1940 reach a total amount of about 3,5 billion RM, As
the Relch taxes and customs (including the Reich Railways
contribution) would, according to the preliminary esti-
mate of the Relch Finance Ministry, bring in scarcely
22 billion RM, the avallable cash receipts from Relch
taxees and custome duties, that i1s, the so-celled Reich's
share of the tax and custome dutles revenue, would be

caloulated
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calculated at some 18 1/2 billion RM, If we conslder
that the preliminary estimate of the Relch Finance
Minietry, mentioned above, was on the whole probably
worded too cautiously (in the case of war taxes in
particular the estimate ought to be considerably sur-
passed by the actuel collections), the smount going to
the Reich may be rounded off at 19 billion RNM.

In comparison with the preliminary estimate of the
Reich Finance Minlstry of late in March 1540, there 1ls
a decidedly more optimistic estimate, which Deputy
Minieter Reinhardt recently made publie. According to
it, we may expect, on the basls of the payments recelved
eo far, that the Relch taxes and custome dutles will
give a yleld of as much as some 25 billion RM. With
such a favorseble development of receipts from taxatlon
and custome duties, the tranefers would probably be
somewhat higher, to be sure. According to this estimate,
the Reich's share of the receipte from taxes and customs
duties would be calculated at about 21 billion RM. At
any rate, we may assume that 1t will remain within the
bounde of the two estimates, that between 19 and 21
billion RM,

The war levy of the States and Communes, estimated

by the Reich Ministry of Finance at the end of March at
1.5
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1.5 billion RM, might not quite reach thet figure in the
fiecal year 1940, according to later calculatione. We
can count on a yleld of 1.4 billion RM,

According to the experience of the last two fiscel
yeare, productive outlays and outlaye under the "other
general budget revenue" amounting to some 600 to 900
million RM ghould be set off ageinst the "other general
budget revenue", that ie, the earned revenue and other
general megne of covering, which in the filscal yeer 19540
should bring in approximetely 1.3 billion RM (with the
Relch Rallwaye contribution), according to the preliminary
estimate of the Relch Ministry of Finance of the end of
March. Thus the net income from the earned revenue and
the other genersl means of covering that 1e left for the
Reich will heardly be much more in the fiscel year 1940
than 1/2 billion RN,

Of the sdditional smount needed by the Reich in the
flecal year 1940, which wae mentloned above &s 41 to 42
billion EM, esome 21 to 23 billion RM ought therefore to
be covered by general means of covering, that is, through
the Reich's share in measures of taxation and custome,
through the war contribution of the States and Communes
and through net revenue from the earned revenue and from

the other general meane of covering. The deficit of the
fiscal
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fiscal year 1940 would accordingly be calculated at some
19 to 20 billion RM, The evolution of the floating debt
so far corresponds to these figures. The financlal
ploture of the Reich (eccording to the syetem of finenclial
statistics) can now be put together from the individual

estimates, as follows:

Expendituree of the clvil adminlstra-

tive authorilties 18 to 19
Expenditures of the armed forces t
Total amount needed 56 to 57

Covered by speclal means of covering
(special payments of the Statee
and Commures, sdministrative

receipts and money borrowed) gbout _15
Balsnce: amount actually needed
by the Relch 41 to 42
Covered by general means of coveraﬁa:
a. Relch's share of the taxes an
cuetoms revenue* 19 to 21
b. War contribution of the States
gnd Communee gbout 1.4

¢. Earned revenue and other
general means of covering
(excess of receipts over

expenditures) gbout 0,6

General meane of covering taken
altogether (a - c) 21 to 23
Deficit 18 to 20

#Texation and customs revenue of the Reich, including Relch
Rallways contribution, less settlement of tax coupons and
lese all transfers of taxes entered on the debit eide of
the Relch budget.

I1I. The



The last flecal year for which final figuree of the
Tfinanclal statistics are avalleble for the States and
Communes is 1937. The data for the fiecal years 1938 to
1940 are therefore based on estimates. The date on which
theee estimates have been made differ greatly for the
different years, however. Thus it wee possible to collect
provieional results for the financlal statistics for the
flecal year 1938 in the States. For the tax and trensfer
revenue of the States for 1938 the receipte according to
the books could be used, but for 19395 only the cash
receipte. In the case of the receipte of the Communes
(aesociations of Communes) from taxes and transfers, for
1938 only the cash receipte are given, and for 192S5 only
estimates based on the cash receipte of the first three
guartere of the flscal year. All of the data for the
flecal year 1940 are based on estimates. For all figures
that had to be obtained by estimate, the changes in finance
end taxation legislation that have occurred since 1938 were
taken into account aeg accurately ae poesible, For all
three flscal years the date are assembled exactly in
accordance with the plan of financial statistice, so that

adjustments are no longer necessary, ae was the case with
the
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the figures for the Reich budget (see Table 7).
According to the investigatione and estimatee made,
the net amount of cash needed by the Statee in the old
Relch (including the Sser) in the fiscal year 1938
amcunted to 2.435 million RM, end that of the Communes
and aseocletlions of Communes to 7,255 million RM, For
Auetria and the Sudetenland no comparasble figures of any
kind could be secured for the fiscal year 1938, 1In all,
we get therefore a corrected total of 9.69 billion RM
needed for the States and Communes of the old Relch in
the fiscal year 1938. For the fiscal year 1939, the net
amount of money needed by the States of the 0ld Relch has
been assumed to be 2,450 million RM, almoet unchanged,
while for the Communes end associatione of Communes of
the old Reich a drop of about 1/2 billion RM was assumed
(6,745 million RM). In reelity, the geographic units
subordinate to the Relch have already been compelled to
make great savings, by the diminution in the means of

covering which wae connected with the collection of the

war contribution levy. Since 1t 1e in practice set off
againet the Reich tax transfers, this war contribution
levy 1e deducted, as a debit entry on the income slde of
the State and Commune budgete. Hence 1t 1s not contained

in the figures for the amount of cash needed. For Austria

and
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and the Sudetenland, the net amount of cash needed for
the Relch Territorles, msecclations of Communee and
Communes for the flecal yeare 1939 wae found by estimate
to be 1,094 millicn R, Hence we get a corrected total
for the Statee and Communes of the Great German Empire
(according to the territorial status before the outbreak
of the present war), of 10.29 billion RM as the amount of
money needed in the fiscal year 1938. In this total there
1s lacking the remainder of the government of Austria,
directly under control of the Reich, to which 171.7
million RM was given in the way of transfers in the
fiscal 1939 (see Table 2, Note 3). Besides, there are
of course left out the new Reich Territories and Reich
Districte of the East, which were not incorporated until
late in 1939,

The rough estimate for the fiscal year 1940, in which
a dietribution by Statee and Communes hee not yet been
poselble, refere to the same territory and the same misslon
g8 the figures for the fiscal year 1935, From it there are
still absent the Reich Territories of Danzig-West Prussia
and Wartheland, the former Pollish territories aselgned to
Prussia and the remainder of the adminietration of the
States of Austria, which could certeinly have demanded

only sceanty meane in the flecel year 1940. The net amount
of
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of money needed, estimated at 9,475 million RM, 1s taken
to be less by & good 800 million RM than in the fisecal
year 1935, which is explained by a further curtailing of
the means of covering. In this connection it should be
remembered firstly that there will be a certain falling
off in the collection of taxee and secondly that the war
contribution levy i1s now to be collected for a full fiscal
year,

If, in the recelpts which serve to cover the financlel
needs of the Statees and Communes, the amounte for the
Relich tax transfers do not coincide with the sums which
were shown for the Relch as transfers made, attentlon
should be called once more, in thie connection, to the
various delimitatione of territory end tasks. In the
financlial pleture of the States and Communes (Table 7)
there are omitted, as already mentioned, the transfers
mede by the Reich to the State of Auetria or its remalning
adminietration, as well as the transfers to the Relch
territories formerly belonging to Poland and the Free
States of Danzig. But certain deviations occur elsewhere.
They are mostly to be explalined from the fact that, with
the Reich, figures from the books are given mosetly, whereas
with the Communee (and from the fiscal year 1939 on, for

the States also) figures for cash are given, or estimates
based
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based on the figures for cash. In the fiscal year 1938,
thies was true particularly of the turning back, which was
gt1ll performed then, of the corporation tax of the publie
supply concerns. In connection with the transfers to the
Austrian and Sudeten German Reich Territories and Com-
munee, the deviatione in the fiscal year 1939 are ex-
plained in particular by the fact that a portlon served
ae cover for previous years' deficits and accordingly
were charged against the preceding year, while for the

Reich the time of transfer was the declding factor.
III. The Money Needed the P ¢ _Adminis

I1f we combine the net amount of money needed for
the Relch and the States and Commures, we get (after
the making of certain slight correctione, which will be
discuseed in the follnving} the expenditures of the State
end communal administration, cleared of duplicate entries.
This total for expenditures refers, corresponding to the
boundaries for the States and Communes (assocletions of
Communes, Relch Territories), to the old Reich (including
the Ssar) for the filscal year 1938 and to the territory
of the Relch enlarged by Austria and the Sudetenland for

the two flscal years 1939 and 1840, while the new eastern

areas are still omitted therefrom.
In
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In this connection reference is to be made once
more to the remainder of the government of the State
of Auetria., In order to understand the whole adminle-
trative expenditure for the fiscal yeare 1932 and 1940
for the terrlitory of the Reich enlarged by Austrla and
the Sudetenland, the amounts muset be included that were
used for this remalning government, which were deducted
by the Reich as tax transfers but are not included 1n
the statements of cash needed by the States, Relch
Tepritoriee and Communes. As thle remalining government
1e under the direct control of the Relch, 1T 18 probably
most practical to place the sums used for 1t under the
heading of cash needed by the Reich.

Another correction refere to the Speclal Fund for
Merrisge Loane and Bonusee for Children. Thie speclal
fund is fed from Reich tax tranefers, which ere deducted
by the Reich, and from grants from the Reich Institution
for Unemployment Insurance etc. Besides, 1t has 1te own
income from repayment of loans. From all of these means
taken together, marriage loans and bonusee for children
are granted in varylng emounte. The budget of the Special
Fund, which 1s thue set apart from end made independent
of the Reich budget, closed for the last two flecal years

with receipts and expendltures of 0.6 billion RM each.
It
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It is evident, however, that this involves the performance
of an adminietrative task assigned by the Reich. The
amount of money needed for the performance of this mission
must therefore be included in the totel of the expenditures
of the public sdministration. In that caee, of course,

the grants to the Special Fund muet be subtracted from

the expenditures of the Reich Institution for Unemploy-
ment Insurance etc. (see Section IV), as the tax trane-
fers made to the Speclal Fund have already been deducted

in the case of the Relch.

Fiscal Year

1938 1939
A. Disbureemente
Bonuees pald for children
l. lump sum 67.8 31.3
2. continuocue ol4.1 400.8
Total 38l.8 432.1
Marriage loans made 188.8 16,7
Bonuses and loans together 570.€ €01.8
B. H!%!iﬂi!
elch tax transfers 200.0 250.0
From the budget of the Reich
Ingtitution for Unemployment
Insurance etc. 298.6 331.1
Amortization of marriasge loans
Totel means of coverage 549.9 642.1

#Differences in amounts due to rounding off of figures.
Conditione
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Conditionse are the same regarding the expenditures
for the Relch Auto Roads Fund as they are regarding the
money required for the Epuclai Fund for Marriage Loens
and Bonuses for Children. The means required for them
are taken in part from Reich tax transfers and in part
from sume which are diverted from the budget of the Relch
Inetitution for Unemployment Insurance etc. Besldes,
there was in the fiscal year 1938 a loan granted by the
Reich, amounting to 608 million RM, which, in contrast
to the tax trenefers, is contalned in the statement of
money needed by the Reich. The meane secured 1n thie way
amounted in the last two fiscal years to from 1 to 1.1
pillion R¥., In addition, the Reich Auto Roads Fund aleo
hae recelpts of its own, whlch are however, as can be
imagined, low. They are both recurring receipts, in
particular from the operation of filling statlons, and
also lump sum receipts, as for example from the resale
of parcele of land. Neglecting these receipte of 1ts
own, we can, by and large, count the abovementioned sums,
taken from means of the Reich and means of Institution
for Unemployment Insursnce, as the money needed for the
Reich Auto Roade Fund in the fiscal yesr (the company
1teelf reports for the calendar year), a8 we can assume

thet the budget means made avallable are also used.

The



Fiecal Year

1838 1939
Reich tax tranefers 257.6 2486
Heich loan 608

From the budget of the Relch
Institution for Unemployment

Insurance etc. 210 ng
In all 1,075.6 1,04

If we enter these amounts in the financlal plcture
of the public administration, they must of course remaln
unconsidered for the Reich and the Relch Institution for
Unemployment Insurance etc. Ag the tax transefere have
already been deducted by the Relch, only the Reich loan
in the fiscal year 1938 1s to bpe gubtracted from the
money needed by the Reich.

The money needed by the publlc edministration, that
is, by the Reich, the States, the Communes end assocla-
tione of Communes, the Special Fund for Marriage Loane
and Bonuses for Children and the Relch Auto Roads, can
now be compared with the sume glven below. According
to the experience of the fiscal years 1938 and 1939,

0.8 billion RM has been inserted for the flscal year
1940 ae the money needed for the Special Fund, and 1
billion RM as that for the Reich Auto Roede.

ne

:
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Net amount of money needed
by the Relech

Flue: remaining government
of the State of Austria

Minus: loan to the Relch
Auto Roads

Corrected amount of money
needed by the Reich

Net amount of money needed
by the States, Communes
and aessocliations of Com-
munes (Relch Territories)

Amount of money needed by
the Special Fund for
Marriage Loans and
Bonuses for Children

Payments to the Relech Auto
Roade (from means of the
Reich and of the Reich
Inetitution for Unemploy-
ment Insurance)

Total amount of money needed

P

for the public administra-

tion

nist
to 1 .
Fiscal Year
1938% 1935%% 1940%#
Millions Billionse
of EM of RM
30,342 44,425 56 to 57
172
608
29,734 44,597 56 to 57
9,690 10,289 9.5
871 602 0.6
1,076 1,046 about 1
41,071 56,534 67 to €8

If these public expenditures are compared with the

gsocial product, as is to be done later, the expendlturee

for the smortizetion of debte under the budget ere to be

eliminated from the amounte of money needed by the Relch,

#0nly the old Reich (including the Saer).
##Including Auetria and the Sudetenland.

the
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the States and the Communes, as they ere to a greater
or lees extent compensated by the ccntracting of new
debte. OCnly the sdditional mesns of credilt cleimed by
the public authoritiee (that ie, the assumption of debt,
lese the amortizaticn) 1 & cleim egeinst the national
income, while only a shifting of portions of the netional
wealth ie involved in connecticn with the amounts which
gre paid off through emortization. In so far as the
State and Communes emortized more debts than they assumed
new ones during the past fiscal years, the margin of
credlt that was released became of practical beneflt to
the Reich. In the same way, account should be taken of
the reserves of the Communes, sccumulated during the
recent fiscal yeare by order of the Reich, since they
too heve lightened the debt of the Reich elther indirectly,
by investment in Reich cbligations, or directly, by rellev-
ing the capital market. 5o amortlzatlon of debte snd
formation of reserves by public bodles would, unlese sub-
tracted from the corrected total for thelr expenditures,
lead to duplicate figures in the same way as would be the
case with regard tc non-deduction of tax transfers in the
budget of the unite making the transfers.

While date, or at least estlimates, are evallable for

the smortization of debts by the Relch, the States and the

Communes
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Communee (see Tablees 3 and 7), it le decldedly more
difficult to get the figuree for the formation of
reserves by the Communes. At any rate 1t le to be

kept in mind in esoc dolng that only a comparatively

small proportion of these reserves formed 1s contalned

in the statement of funde needed by the Communes. In
large part the reservee are accumulated in the communal
busineeses, only the comparatively smell survluses of
which appear in the communal budget. Nelther ie the
so-called "generel egualization reserve" included in

the communal statement of funds needed, but 1s deducted
from the surpluses of the general cash capital. The

same thing is true of the "operating reserve", which is
formed from budget surpluses, that is, from surpluses

of receipts over the estimate under the budget. Only

the reserves of the Finance Adminigtration (Kdmmereiver-
waltung) are & part of the communal budget. But 1t le to
be borne in mind here alsc that certaln deductlionse are
regularly to be set off againet the formatlon of reserves,
which must be belanced againet them. In the fiscal yeer
1938 the builéing up of reserves probably exceeded the
withdrawals from reserves by approximately 300 million RM
in the case of the Finance Administrations. In the fiecal

year 1939 the building up of reserves and withdrawalse
therefore
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therefore probably balenced each other, while in the
flscal year 1940 the withdrawals will undoubtedly be
higher than the formation of new reeervee. The deficlits
that are to be expected in the communal budgete in the
flscal year 1940 will probably be covered elmost ex-
clusively by the breaking up of reserves, in doing which
the reservee not appesring in the budgets of the Communes
will be employed as far as possible. So in our scecounte
only the eurplus of the reservee esteblished by the
Finance Administrations in the fiscal year 1938, of
approxim tely 300 million RM more than the withdrewale
from eurplue, ls to be considered. Hence the amount of
money needed by the public edministration, lese that for
amortization of debts and formation of communal reserves,

is compoeed of the following amounts:

Fiscel Year
1936% 1939%# ]1540%#

Adjusted budget of the Reich

without amortization of debte 28.5x 43.3xx 55 to 56xx
Corrected budget of the States,

Communee and associations of

Communes, without amortization

cf debt or formation of

reserves 8.7 8,7 8,9
#0Only the old Reich (including the BSaar).

##Including Austria and the Budetenland.
¥Without loane tc the Reich Auto Roade (0.6 billion RM).

xxIncluding remaining government of the Etate of Austria.
Budget
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Budget of the Special Fund
for Marriage Loans and
Bonuees for Chlildren

Paymentes to the Relch Auto
Roade (from funds of the
Reich and the Relech In-
stitution for Unemploy-
ment Insurance, etc.)

Amount of money needed by
the public administration
without amortization of
debts or the formation
of reserves

0.8 0.8 0.6
- 7 N RS
5&-9 54.6 about 66,

Among the suppliers of induetrial insurance, the Institu-

tion for Unemployment Insurance alone publishes ite dlsburse-

ments and recelpts for the flscal year.

For all other ine

gurance offlices the business year is the calendar year.

If this external eign is alec a reason for handling the

budget of the Reich Institution for Unemployment Insurance,

eto., separately, there are aleo pertinent reasone for doing

so. In particular, the Institution for Unemployment In-

surance, ete., long ago lost its insurance character, which

was indieated in the meantime by a change in 1ts name.

It

is nothing but a part of the Reich administration, separated

from the Reich budget and provided with a budget of its own.

Begidee, the Institution now handles considerable surpluses,

since the high unemployment of the depression years has

been
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been overcome, but the amounts contributed remain un-
changed. These contributions are, by orders from the
Reich, used for the most varied administrative purposes.

In this way the budget of the Reich Institution is inter-
twined with the rest of the public budget in manifold ways.
It could be deelgnated ae a second Relch budget.

As the dlsbursements and receipts of the Reich In-
stitution for Unemployment Insurance, eto., are divided
according to State labor districte, 1t 1s poseible to
outline the financial ploture by areas in the same way
as has been done with the rest of the public administration,
that 1le, by restricting consideration during the fiscal year
1938 to the old Reich (including the Saar), and by changing
for the fiscal years 1939 and 1940 to the territory of the
Reich enlarged by Austria and the Sudetenland. Here too
the newly incorporated eastern areas are left out of con-
sideration (see Table 8).

Of the 1.7 billion FM which the Relch Institution
paild out in the filscal year 1938 for the 0ld Reich (including
the Saar), only 363.8 million RM went for unemployment relief,
procurement of work and adjustment of workers' deposits or
administrative costsa. The other expenditures were those
"general budget disbursements" which were made to other

branchees of the public administration, using the term in a
broad
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broad sense. Of them, we have already considered elese-
where the payments to the Reich budget, the Reich Auto
Roade and the Special Fund for Marriage Loans and Bonuses
for Children, so that they can be omitted here, Likewlse,
the small ocontribution of 1,8 million RM which was made to
other branches of unemployment relief has probably been
inocluded already in the budget of the Communes. The trans-
fer which the Relch Institution has made to the offices
providing annuity insurance will be considered under "other
induetrial insurance", as the amount wae used there. The
game thing is true of the payment of 8.3 billion RM which
the Reich Inetitution made in the flscal year 1938 to the
sick benefit funds for collection of contributlon. It
appears there as income and therefore as a means of covering
the financial needs for health insurance. Thus of the total
disbursements of the Reich Institution in the fiscal year
1938, in our accounting there need be considered in reallty
only the "special disbursements™ of the Relch Institution
within the old Reich, in the amount of 363.8 million HM.

In the budget year 1939 the Relch Institution pald
out 2.35 billion RM for the territory of the Relch, en-
larged by Austria and the Sudetenland. Of this amount,
only 439 million RM went to the "speclal digbursements®,

In
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In the "general budget disbursements" for the fiscal year
1939 there were again chiefly payments to the offices pro-
viding annuity insurance, to the Special Fund for Marriage
Loans snd Bonuses for Children, to the Reich Auto Roade and
to the Reich budget. A payment of 8.6 billion RM was again
made also to the sick benefit offices for collectlon of
contributions. In addition, the Reioh Insetitution formed
a reserve of 41,7 million RM in the fiscal year 1939, at
the order of the Reiech, which, like the reserves formed by
the Communes, was to benefit the oredit of the Reich and
therefore must be left out of consideration, on the same
ground as the former. The same is true, besldes, of the
surpluses which the Reich Institution achieved in the two
fiscal years 1938 and 1939 despite the high "general budget
expenditures"., Means for the Relch oredit were to be pro-
vided by them likewise., Thus in the fiscal year 1939 only
the special disbursements of the Reich Institution, in the
amount of 439 million RM, whioch apply to the territory of
the Reich extended by Austria and the Sudetenland, need be
taken into account, But in doing thle, 1t 1s also %o be
observed that from the fiscal 1939 on the administrative
costs of unemployment relief are entered im the form of
an administrative reimbursement for the budget of the
Reich Ministry of Labor; that 1s, 1t 1s already contained
in



um-

in the figures for the Reich budget. So in the fiscal
year 1939 it involved an amount of 198.7 million RM, a
small part of which, 3.1 billion (?) RM, went %o the
Reich Territories of Danzig-West Prussia and Wartheland.
Thus 195.6 million RM more are to be deducted from the
special disbursements of the Relch Institution in the
fiscal year 1939, in the amount of 439 million RM. So

the amount paid out by the Reich Institutiom for unemploy-
ment relief, procurement of work and adjustment of workers'
deposits amounted to only 243.4 million RM in the flscal
year 1939, without the administratlve expenses charged

to the Reich budget. In the fiscal year 1540, the cor-
responding amount 1s to be set at not more than 200 mil-
lion RM.

?-Mmmmmwm

Final figures for the expenditures and receipts for
industrial insurance (without unemployment insurance) are
not available prior to the fiscal year 1937. For 1838,
provisional figuree are to be had, while for 1939 only
estimates could be made on the basis of partlal figures.
All avallable data refer for the present to the old Relch
only, Thus the addition whieh had to be made, from 1939

on, for Austria and the Sudetenland, can Dbe mentioned only

as a rough approximation. Likewise only rough approximations

are
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are involved in the figures for the whole that are
given for 1940, In the case of the addition for Austria
and the Sudetenland it 1s to be observed that the standard
of income for those regions was rather lower (and even
today is somewhat lower) than in the old Reloch, ¥hile the
inerease in population amounted to fully 14 percent,
probably only some 10 to 12 percent need be added to the
disbursements and receipts of the Industrial Insuranoce
Fund (without unemployment insurance). At the same time,
the increase in payments for Austria and the Sudetenland
was probably somewhat greater than the increase in income
from contributions (see Table 9).

Attention has already been called to the fact that
the figures for industrial insurance (without unemployment
insurance) are published only by the calendar year. To
add them to the flscal year data of the publiec adminis-
tration and the Reich Institutiom for Unemployment Insur-
ance, etc., therefore entalle inaccuracy, whioch can, however,
scarcely be avoided. In oconsequenace of the difference 1n
time of 1/4 year each time, the grants from the Reich and
the Reich Inetitution which are entered by the Industrial
Insurance Fund as income do not correspond with the figures
whioh are given by those offlces as payments to the Industrial
Insurance Fund, In case of the adding up of all the publie

disbursements,
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disbursements, these grante are to be taken into com-
sideration in connection with the Industrial Insurance
Fund, as they are used by it. BSo they must be left out
of consideration in connection with the Relch and the
Reich Institution for Unemployment Relief, ete In the
case of the Reich Institution, they have already been
deducted, while a corresponding deductlion from the budget
of the Reich must aleso be made.

In 1938, in the old Reich (including the gaar), the
disbursements of the Industrial Insurance Fund amounted
to approximately 4.2 billion RM, of which about 3.8 bil-
lion RM were paymente. As opposed to these disbursements,
there were recelpts of about 5.5 billion M, so that
there was & surplus of approxime tely 15 billion EM, which
18 to be considered as the formation of capital for the
Industriasl Insurance Fund. As this amount, like the forma-
tion of reserves by the Communes and the Relch Institution
for Unemployment Relief, etc., benefited the ecredit of the
Reich (almost exclusively, to be sure, in the indirect way
of the taking over of Reich loans), the formation of capital
by the Induetrial Imsurance Fund can not be included in the
total of the public expenditures., Of the total income for
the year 1938, in the amount of approximately 5.5 billion
RM, about 4.1 billion RM were receipte from contributions,

fully



fully O.4 billion RM return on caplital and administrative
recelprts, and also 0.9 billion HEM grants.

In the calendar year 1939, the payments and aleo the
receipts of the Industrial Insurance Fund have alec rlsen.
Including Austria and the Sudetenland, the total disbursements
probably amounted to 5.2 billion EM, of which 4,8 bllllon M
were paymente, The recelpts probably reached the amount of
6.6 billion RM, so that a surplus of about 1.4 billion RM
wae probably available for the formation of capital. It 1s
not likely that Austria and the Sudetenland participated
in this formation of capital. Among the recelpte, contri-
butions probably amounted to a scant 5§ billion RM, return
on capital and administrative income some 0.5 to 0.6 billien
EM, and grante to about 1.1 billion RM.

In the ocalendar ruar_lﬂin the inorease in disburse-
mente of the Industrial Insurance Fund will probably con-
tinue. Thie is explained partly by the continued inorease
in payments for annuity insurance, which ls to be counted
on at present in view of the progressing inecrease 1in the
proportion of the working population that reaches retire-
ment age. The payments for sick and accldent insurance will
also probably have inereased, in connection with the inten-
sive employment. Austria and the Sudetenland being included,
expenditures of the Industrial Insurance Fund for the fiscal

year
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year 1940 are to be caloulated at about 5.6 blllion RM,

of which 5.1 to 5.2 billion RM would go for payments. In
contrast to the disbursements, however, the receipts will
presumably increase only to a slight extent. A slight
deorease in the income from contributions 1s even to be
counted on, but it ought to be about cancelled by the
increased recelpts from invested capital, in connection
with the progressive formation of capltal by the Industrial
Insurance Fund. The grants from means of the Reich and the
Reich Institution for Unemployment Insurance, ete., will
probably be somewhat higher in 1940 than in 1939. 1In all,
the receipts can be estimated at some 6.7 blllion RM, so
that the surplus avallable for formation of capltal would
be approximately 300 million HM less than in the previous

Year.

VI. Auxilisry Fiscal Bodies
The bueiness, professional and party organizationa
and other aescolations meet thelr expenditures partly from
Reich and other publiec grants and partly from dues. There
are no adequate data availlable on the amount of thelr dls-
bursemente., It 1s likewlse difficult to determine how
great the total of the grants is which are made to them
from the budget of the Reioh (or the budgets of other
responsible offices of the public administration). On the
other
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other hand, the receipts from dues can be estimated with
some certainty, at least as to their amount. It ls to be
assumed that the organizations named also use the means

at thelr disposal: the formation of reserves and budget
gurpluses could hardly play a part in them worth mentioning.

In consequence of the impossibility of determining the
total needs of the organizations, only the figures on the
receips from dues will be glven, or on that portion of the
expenditures that can be covered from such recelpts from
dues, differing from the procedure employed heretofore,

So the grants to these orgsnizatlons that are gontained

in the budget of the public administration, particularly the
budget of the Reich, are not to be considered in the budget
of the organization receiving the grant, but in the budget
of the body making the grant.

The total amount of dues collected by business, pro-
fessional and party organizations and other assoclatlions
probably amounted in 1938, in the old Reich, to about 1.8
billion RM. This sum was made up about as follows:

Dues of the business and trade
organizations 810 to 820 million EM

Dues of the Party and 1its
gubordinate and attached unlts,
including the Reich Alr Protection
League and the Reich Warriors'
League 350 to 380 milllion RM

Contributions



Contributions to the Winter
Relief Assoclation (1938-39) about 500 million EM

Other assoclatlone m__mmnj.gnﬂ
Total about 1,800 million RM.

It is to be assumed that among the business and professional

organizations the German Labor Front is represented by too

low an amount (about 440 million RM), but no more exact data

are avallable, Beslides this sum of 1,8 billion EM, there

1g also a sum of about 1l billion FM which was ralsed for

the purpose of promoting export trade. In 1939 the income

from dues of the organlizatlions in the old Reich could

hardly have been less, but was probably gomewhat higher

than in the preceding year. Besldes, there 1s the effect

of the extension of the terrltory of the Reich by Austria and

the Sudetenland. The dues of the organizatlione mentioned

ghould therefore, Austria and the Sudetenland being included,

have amounted to approximately 2 billion BM. About 0.9

billion RM was expended for the promotion of export trade,

In 1940 the receipts from dues of the organizations will

undoubtedly diminish in part, but on the other hand certaln

increases are to be ocounted on, as for example in the

German Red Cross. Among these there 1s algso the Joint Ald

Aesgoclation of Industry, necessitated by the war, which

would also claim amounts worth naming. 8o, on the whole,
the



the reeceipts of the organizations from dues and assessments
will, if the two last named are included, scarcely be lower
in 1940 than in 1939. For the promotion of exports, only
about 0.7 billion BRM will be needed, 1in consequence of the
drop in exportation. In all, we can thus assume that the
expenditures of the organizations, including the promotlion
of exportation, covered by thelr own income from dues and
assesesmente, were 2.8 billion RM in 1838 and 2.9 billion RM
in 1939 and will be some 2,7 billion RM in 1940. 0f these
figures, that for 1938 refers to the old Reich, while the
two figures for the years 1939 and 1940 are for the terri-
tory of the Reich as extended by Austria and the Budetenland.

VII. The Public Budget and the Social Product

If, eliminating the amortization of debts, the forma-
tion of reserves and of capital, and all duplications that
may result from transfers and ghifts of credit among the
various public bodlies, we combine the amount of money needed
by the Reich, the States, the Communes and assoclations of
Communes, the Reich Auto Roads, the Speclal Fund for Marriage
Loans and Bonuses for Children, the Relch Imstitution for
Unemployment Insurance, etc., and the other industrial in-
gurance institutions, as well as all auxiliary fisoal

organizations, we get an amount of 45 %o 46 billion EM in
the
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the old Reich for the year 1938, For 1939 we get net ex-
penditures of the total publie budget of fully 62 billion RM
in the territory of the Reich extended by Austria and the
Sudetenland, while a sum of approximately 74 billion RM can
be caloulated for the full war year of 1940, applying to the

gsame territery of the Relch.

1938% 1930%* 1940%+

Adjusted amount of money needed
by the Reich, without amortiza-
tion of debts 27.8%%% 42 .6# about 55#

Net amount of money needed by
the States, Communes and asso=-
clations of Communes (Reich
Territories), without amorti-
zation of debts or formatlon
of reserves 8.7 9.7 8.9

Amount of money needed by the

Special Fund for Marrlage
Loans and Bonuses for Children 0.6 0.8 0.6

Payments

¥  Only the old Reich (including the Saar).

##* TIncluding Austria and the Sudetenland.

### Without loan to the Relech Auto Roades and without grant
to the Sooclal Insurance Fund.

# Including provisional government of the State of Austria,
without grant to the Social Insurance Fund.
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1938 1839 1840
Paymente to the Relch Auto
Roads (from funds of the
Reiech and the Reich In-
stitution for Unemployment
Insurance, etec.) 1.1 1 about 1

Disbursements of the Reieh
Institution for Unemployment
Insurance, ete., in the
domain of unemployment re-
lief, provielon of employ=-
ment, and adjustment of

wages. 0. 444 O.2###  O.2###

Disbursements of the Soclal
Ingurance Fund, without
formation of capital 4,2 6.2 5.6

Disbursemente of the organl-
zatione (including promo-
tion of exportation), as
far as covered by thelr

ownn income (dues, assess-
mente) 2,8 £:9 2.7

45.6 62.2 about 74

If it 1s desired to messure the net expendlitures of
the publie budget againet the national income in the broadest
sense, we must first of all have an understanding of the
concept and the delimitation of the national income. The
national income for a year is the total velue of all commodi-
ties produced ih that year, and independent services, less

those commodities which are necessary for malntalning the
national

## Including administrative expenses.

### Without administrative expenses, which from 1939 on
are entered in the Reich budget.



national apparatus of production, as well as the total
national wealth, at the same level. Hence national in-
come and national production do not entirely coincide.

On the one hand, natlonal income is less than production,
which also embraces all those commodities which serve %o
replace the productive facilities that are worn out, other
durable producer's goods and stocks on hand., On the other
hand, the total amount of the national income 18 greater
than the national production, as 1t also covers those
services rendered that do not go into commodities, but
have an intrinsic value. Such services are 1in particular
the services of publiec officials.

In 1938 the German national income in the old Reich,
inoluding the Saar, amounted to approximately 80 billion RM.
In 1939 it probably increased decidedly, even for the same
area, Besides that, there 1 the extension of the territory
of the Reich by Austria and the gudetenland. Altogether, at
a rough provisional estimate, the German national income for
the year 1939, in the territory of the Reich augmented by
Austria and the Sudetenland, may be estimated at about
g4 billion RM. In the year 1940, the total value of the
German national income in the same area was probably some-
what lese than in 1939, but, from obeervations made up %o
this time, the deorease 1s not yet important. If we

disregard



disregard the recent increase in territory in the East,
that is, if we determine the total national income only
for the territory of the Reich plus Austria and the
Sudetenland for 1940, we can perhaps count on an amount of
about 90 billion HRM.

Now if we wish to compare the public expenditures with
the figures for national income that have been mentioned,
attention is to be pald to the following pecullarity in
method: according to the methed of calculation of natlonal
income that is employed with quite extensive agreement in
Germany, Great Britain and the United States, not all sums
which are devoted to public purposes are contalned in the
national income. This is due to the i1dea that a certaln
amount of governmental activity 1le absolutely necessary 1in
order that a national economy may exist and operate at all,
and that income may be obtained. To that extent therefore
the expenditurees of the public gadministration are not the
employment of income, but national expenses. In practice,
thie idea is applied to the calculation of German national
income by not including in the total national income all
public revenue secured from taxes and fees. Thie ie in-
ecluded only in so far ae 1t benefits, by its use, the
domain of ccneumption, that is, 1t appears in the national
economy, from the standpeint of the tax-payer, as a part

of
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of the use of income. Hence its total amount 1s messured
by the expenditures of the public bodles for government
payments "intended for consumption", such as educatlional
and welfare work, government transfers of lncome, such as
annuities and relief, and other similar expenditures. A
part of the taxes and fees necessary for covering these
expenditures is already included 1in private income, that 1s,
that portion which, under the income tax law in effeot,
can not be deducted as professlonal outlay, such as taxes from
income and property, school fees and the like, The granting
of credit also to the government 1s already contained in
private income as a portion of private savlngs. The total
of thie private income is therefore inoreased in the calculatlion
of the national income (aside from the net receipts of the
public trading capital) by that amount from the other tax
and fee revenue which is needed to make up the difference
between the public expenditures deslgnated above and the
public revenue still concealed in private income or pald in
ag earned revenue. All other revenue from taxes and fees 18
treated as national economic costs and therefore is not con-
sidered at all in the total national lncome.

Now if we should connect the total net expenditures of
the public budget, which also include that portion of the
public expenditures that are to be called national malintenance

costs,
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cogts, with the above-mentioned amounts of the national income
that do not embrace that portion of the national requirements,
that would be erroneous. 8o for the purposes of this com-
parison we must also add to the national income thosge re-
ceipts from taxes and fees which, according to the above
definition, are not ordinarily included in the total value
for the nationsl income. In 1938 (0ld Relch only) these
amounted to approximately 15 billion RM, and in 1939 and

1940 (including Austria and the Sudetenland) 19 billion RM
for each year. The totals for national income, augmented

by these sums, can be designated as soclal product in the
broader sense.

The net disbursements of the whole public budget can
now be subtracted from these figures for the soclal product
in the broader sense. To be sure, in the case of the figures
for the national income amounts are involved which are ob-
tained, taken all 1in all, on the basis of the calendar year,
while the public expenditures are ochiefly composed of flgures
from the fiscal year. But the error 18 insignificant. If
we establish this difference between social product and
public expenditure, we must understand that the portion of
the national income available from private enterprise is by
no means restricted to the remainder. To be sure, the
government itgelf uses the great majority of what it takes

from
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from the national income, either im the way of expenditures
in kind or by requiring the services of officials., But 1t
permits a not unimportant portion to flow back into the
ourrent of income as mere transfer of income. As early
as 1938 (old Reich only), an amount of fully & billlon RM
was involved. By the augmentation of rellief for famlilles
gince the outbreak of the present war, this transfer of
income by the public authorities has acquired a considerably
greater significance. In 1939 (Austria and the Sudetenland
included) it amounted to a scant 12 billion RM, and in 1940
(for the same territory) 1t will probably reach the figure
of 16 billluﬁ M., If we add these amounts to the difference
betwsen the social product in a broader sense and the publloe
expenditures, we get the portion of the national income
available from private enterprise, the greater part of which
18 consumed and the smaller portion devoted to new invest-
ments in the sector of private enterprise. In the year 1938
(in the old Reich), it amounted to a scant 58 billion RM.
In 1939 (Austria and the Sudetenland included), we get
63 billion FM. If we consider that an increase of 10 to
15 percent is due to the extension of territory, we arrive
at the result that even in 1939 the portion of the German
national inocome available from private enterprise must have
been somewhat less than in 1938, For 1940 1t 1s caloculated
at
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at about 50 billion RM, so that we can draw the conclusion
that the standard of living of the German people has been
lowered by nearly one-fifth. It should be kept in mind,

to be sure, that there were, in the first place, certain
possibilities of avolding consumption by the using up of
portions of the national wealth, as for example by decreasing
the number of cattle, fallure to make investments in place

of others, clearing out of stocks, ete.

1938% 1939%+* 1940%*
—in billions of FM
National income 80 about 94 about 90
Plus taxes not included in
national income 16.2 19,1  about 19
Soeial product in the broader
sense __96.2 about 115 about 109
Minus total expenditures of
the public authorities _45,6 62.2 about 74
Remainder 49,6 about 51 about 35

Plug transfer of income by the
government 8.1 11,7 about 16

Portion of the natlonal income
availlable for private enter-
prise 67.7 about 63 about 50

# 014 Reich, inecluding the Saar.

## Including Austria and the Sudetenland, but without the
newly incorporated eastern territory.



of the assoclations

old of Communes Total
HReich in the old
R
Am?unt of money needed
without war contributions) 2,800 7,460 10
Grants of States, Communes and : : i
agsoclations of Communes 2956 124 419
Hence:
Amount of money needed by the
States, Communes and assocla-
tione of Communes (without
war contributions) 2,506 7,336 9,841
Grants by the Reich 70 81 151
Hence:
Net amount of money needed
. (without war contributions) 2,435 7,256 9,690
axes:
Relch tax transfers 1,164 931 2,096
State and Commune taxes 688 4,459 §.121
Total taxes: 1,852 5,364 7,816
Trading capital (net income) 280 149 429
Other income 448 2,042 2,490
War contribution to thes Reloch - - -

Increased receipts (4) or

(=) 4+ 145 + 300 + 440

Pergonnel dlsbursements

1,697 £, 4,097
Service on debt: 490

Interest 103 267 370
Amortization 156 a3 668

2
3)
3
6)
7)

014 Reich only (including the Saar).

Including Austria and the Sudetenland, but without the
provislonal government of the State of Austria and without
the nauiga:nnarpurated eagtern territories.

Without burg and Bremen.

Including Hamburg and Bremen.

Less war contributions of the Prussian Provinclal Associa-

tione.
Plus war contributions of the Prussian Provinclal Assocla-

tions.
On the ass tion that there 18 a further deorease of
40,000,000 under the Second Act on Financial Measmires

in the Domain of Policing.



States Communes and agsoclations

Flgeal Year 1939 2) Fiscal Year 1940

of the of Communes
old In the Augtria, Sudet- Total Total
Reich 3) old enland and Relch
e Reich 4) Territorles
2,790 7,000 1,113.6 10,903.6 10,150
300 128 - 425.0 428
(2,490) (6,875) (1,113.6) 10,478.6 9,725
40 130 19.3 189.3 250
2,450 6,745 1,094.3 10,289.3 9,475
1,225 785 407.0 2,417.0 2,110
1888 4739 5022 §.766.5 2318~
1,900 5,64 769, 5 8,183.5 7,725
270 315 go.a 625.8 . 870
415 1,831 282, 5 2,528, 5 ,270
- 0058) <-'7508) i -'840.0 - 1,390
+ 45 £+ 165 - + 208,05 - 200
1,810 2,605 472.0 4,977.0 5,030
95 260 20 375.0 360

86 805 45 635.0 5860



1938 1939
Tax and custome income according to the
"Ministerialblatt® 17,712.1 23,675.1

i. Transfers to the States of the old Reilch
(unless entered as expenditures)
2. For Bpeclal Fund for Marrliage Loang and
Bonuses for Children (from income tax)
3. To the Reich Auto Roads (from tra efer, ship-
pingian& oll taxes and from customs)

2,668.2

2,626.7

200.0 -- 280.0

267.6 - 246.0

4. Application of tax couponsl) -  357.7 - 0.5
— Total deductions (1-4) - 3,483,56 - 3,123.2
Net amount of tax and custome revenue according
t0 the Beloh DUARET! . « 5 5 ¢ o s & s s » = = '» 14,228.6 20,451.9
Plus:
Decrease in the Btate trgnefere because of the
asgumption of administrative branches (Justice,
Police, et cetera) by the Reich 642.8 646.1
Contribution of the German Rallways (formerly
reparations tax) 172,89 198.0
—  Result _15,044,5 21,200.0
Lﬁﬁ&nafara which are entered in the Reich
budget as dlsburgements:
a. To the States of the old Relch - 126.6 - 30.5

b. To the Baar - 26.7_, - 22.7
22)-  499,23)

c. To Austria - 203.
d. To the Budetenland - - 161.2
e. To Prussla for the eastern dlastrlots

incorporated - - 56.0
f. To the Relch Territories Danzlg-West FPrusela

and Wartheland = = 46,0

=7} - 355,85 =
The Reich's share of receipts from taxes and custome (see Table 6)
14,688.8 20,489.4

* Deviations in the totals because of rounding off of the figures.

1) Only 0.5 million in tax couponsg of the old type were cached in the
figcal year 1939. The NF I tax coupone redeemed in the fiscal
year 193 (818.1 million RM) were not deducted from the tax revenue
in the budget Eaar 1939, but were deducted directly from the gross
yield of the NF tax.

2; To the State of Austria (for shortage in State income).

3) Of this amount, 171.7 million RM to the provisional government of
the State of Austria and 327.5 to the Austrian Reich Territories

and Communee (assoclations of Communes).



Special payments to States and Communes 100.1 106.4
To Communes for work in the domaln of town

bullding 46.6 71.3
Grants to annulty insurance offlices 640.4 676.0
Relief to famllies 72.3 1,489.6
Liguidation of the Austrian Natimal Bank 470.1 -=
Redemption of Czech bonds 203.4 -
Compensation for rate of exchange on purchases

of forelgn currency 11.4 -
Balaries and coﬁ?enaatinna, including wages 1,566.3 2,165.4
Ald allowances 429.2 504.0
Military ald allowances 1,090.1 1,161.4
Interest, on and amortization of the Reich's

debt 2) 2,741.9 9)3,234.9
Payments to cui?oratiana and private

individusls 1,624.3
Grants of loans and the like 5) 940.7  6,217.3
New buildings, new equipment and the like 1,626.5
Disbursements in kind and others 1,646.8

Total 13,199.0 15,626.3

* Deviations in the totals due to rounding off of the figures.

1) Including ald allowances of the new armed forces: 96.9 million RM
in 1938 and 71.4 in 1939.

2) Interegt: 1,472.6 million RM; amortization: 1,269.3 million RM
(including 358.6 million RM for the redemption of employment pro-
curement bonds).

3) Interest: 1,949.8 million RM; amortization: 1,285.1 million RM
(inecluding 27.9 million RM for revaluation of the guaranty debt of
the Reich for the German protective area loaneg).

4; Including 352.7 million for social welfare and pensions.
Including 608.0 million RM as a loan to the Reich Auto Roads.



From the Reich Institution
far Unemployment Insurance
From the Relch Post Office

Department and Relch Printing

Office
From the Mint: Receipts
Payments

Ehare in net profit of Reich

Bank

Other trading capital:
a? HRecelpts
Public lands and forests

Share in the "Viag"

Share in other commercial,

industrial and banking
enterprises
Payments and interest on
Reich bank deposits
Real estate and funded
property

b) Digbursements

Public lands and forests

Increase in capital of the

"Viag"

Increase in caplital of the

"Rowak"
"Hermann G8ring" Reich
Flant
German Settlement Bank
Prussian Ligquidation Bank
Dregdner Bank
Other business advances

Participation in and
advances to enterprlees
Real estate and funded

ropert
Othng ggnargi means of

coverage!
celpts
%gagugsamantu
Net income

l) From the estimate.

443.9 279.5
164.6 185.8
206. 8 178. 4
79.9 126.8 27.8 150.6
18.0 128.9
8.6 b .0
15.0 16. 4
25.2 190.0
7.5 R
91.8 147.9 El&;& 266.5
18.7 0.0
33.2 4.3
10.0 15.0
326.2 i
5.0 il
Eg'lu e
29.3 s
03. 4 6]
1
ol Le0.0
1.6  511.4 -363. 5% 3.0 662.3-596.0
2 3
L 8.8
553 388.1 4)
778.0 519.3

Deviations in the amounts due to rounding off of the figures.

2) Including a payment of 187.4 million RM by Austria for the transfer
of administrative branches to the Relch.

4

E; Including 77.9 million RM from the redemption of Czech tonds.
Including 9.7 million RM for covering the deficlit in the equaliza-

tion procedure for the Sudetenland; 4.3 million RM equalization

fund for States in dlstress.



1938 1939
Fees and charges of simllar nature 400.0 -
Repayment of loane 181.3 -
Other administrative lncome, for
example, rentals, proceeds from
sales, inteyrest on loans,
et cetera 1 472.1 -
Adminietrative income of the civil
budget 1,063, 4 1,416.5
Administrative income of the armed
forces §57.9 426.2
Total administrative lncome 1,111.3 1,842.7

# Deviations in the amounts due to rounding off of the figures.

1) Including 215.7 million RM su
Egge, ete. and 62.1 million

lus of the Reich Office for Grain,
receipts of the Reilch Ministry

for Popular Enlightenment and Propaganda from broadcasting

fees.



Fiscal Year

A. Expenditures of the armed forces 17,247.2 £8,920.5
B. Expenditures of the civil administrative
authorities 2) . 13,199,0 15,620.9
Expenditures of the adminlstrative authori-
ties all together (A and B) 30,446.2 44,546.8
Covered by special paymente of the States
end Communes 1035.9
Net amount of money needed by the Relch 30,342.3 44,424.9
Covered by speclal means of coverage:
1. Administrative income & 1,111.3 1,842.7
2. Borrowlng
Total speclal means of covering (1+42)8,645.6 8,112.6
Actual cash needed by the Relch ’ . . .

Covered by general means of covering:
a) Reich's share of tax and customs
reavenue (less transfers on the

debit side)4) 14,688.8 20,489. 4
b; Property secured from the Jews 498.5 633.1
¢) Issuance of NF tax coupons - 3,972.7

d) War contribution of the States, as

well as portions of salarles saved

and transferred to the Relch — 970.0
e) Earned revenue and other general

means of coverage (excess of recelpts

over expenditures)5) 778.0 £19.3
Total general means of coverage (a-e)
__15,066,2  £6.,484.8
Excess of expenditures over lncome 5,731.6 9,827.8

Amount of the delivery bonds (Lieferschatz-
anweleungen) iseued in the fiecal year 1938

but not due until 1939 - 2,700.0 4+ 2,700.0
Deficlt 3,031.5 12,527.8

® Deviations in the amounts due to rounding off of the flgures.

1) See Table 1.
2) See Table 3.
3) See Table 5.

4) See Table 2.
5) See Table 4.



Table 7

(Missing from original.)



Finﬂal 'Iear

1938 1839
0ld Relch Austria 014 Reich Danzig,
(including and Com- including West Com-
the Saar) Sudet- bined Auetria Prussla, Dbined
enland and Sudet- Warthe-
enland _land

—In millions of Reichgmarke *
I. Special disburse-

ments
a)Administrative
expenses 162.9 13.6 176.5 197.6 3.1 200.7 1)
b)Unemployment
rellef 122.4 50.2 172.7 122.1 15.1 137.2
¢)Procurement of
work 46.2 2.2 48 .4 41.8 1.8 43.1
d)Adjustment of
employment 32.2 1.9 34.1 7.5
Total 363 .8 67.9 431.7 439.0 15.9 458.9
II. General budget
disbursemen te

a) To other unemploy-
ment relief offi-

ces 1.8 - 1.8 e — ey
b) To annuity in-
gpurance offlces 379.0 - a78.0 461.1 - 451.1

¢) To the Speclal
Fund for Marriage
Loane and Bonuses

for Children 288.6 - 298.86 331.1 - Sol.l
d) To the Reich

Auto Roads 210.0 - 210.0 800.0 - 800.0
e) To the Reich

budget 443.9 - 443, 9 279.3 - 279.3
f) Formation of

reserves - - - 41.% - 41,7

g) To eick benefit
offices (for
collection of

contributions) 8.3 0.1 8.3 8,6 - 8.6
Total 1341.6 0.1 1541.7 1011.8 -
Total Disbursements: 1705.4 68.0 1773.4 2350.8 19.9 2370.6
I. Begespidcizge 1931.6 9.5 1041.2  2145.9 6.3 2152.2
II. Administrative
receipts 36,6 .1 556 18,0 Q.3 19,3
;atal receipts 1967.1 9.7 1976.8 2164.9 6.7 2171.65
L:araaaa in receipts
diéb&?a%gggggaf g . -—= 4 203.3 = a2 1903
P ance from
lggeceSing year == -= 191.1 -= —— .

EEEI Ei E EE §F 1t ; he fi res.
1) ludin 1 % mi 191%F %iﬁin§°% di 1n atrat ve expensees to the
o1 for ol pensions of the Relch.

Reich and 2 million
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Jleburgements and egelptg O e naueg . 2 ance Fupnd
-

[1& 1T OYINen (1 S BIl1L)E [] L8 CALENOAS & £ = ,.'__: o

1938 1) 1939 2) 1940 3)
0ld 0ld Including Inecluding
Reich Relch Austria Austria

and Sudet- and Sudet-

enland enland

In millions In billions
of RM of RM

Annulty payments 1,952 - - -
Lump sum payments 598 - - -
Payments in kind Bl - - s
Total payments 3,839 4.23 4,77 5.16
Administrative expenses 303 0.32 0.37 -
Other 4isbursements 63 0.06 0.086 -
Total disbursements 4,195 4,60 5.20 8.60
Contributions from
employees 2,174 -— s o
Contributions from
employers 1,960 - - -
Total contributions 4,124 4,50 4,95 4,90
Returns from capital 336 0.37 0.41 -
Other income of ite
own 112 Q.13 Q.14 ==
Total income of 1tes own 4,572 5.00 5. 50 5.50
Grante from the Reich 582 0.60 0.67 -
Grants from the Relch
Institution for Unem-
ployment Insurance
et cetera S0 0,40 0,43 =
Total income 5,489 €.00 €6.60 6.70

Excess of receipts over
dlebursements and forma-
tion of capital 1,204 1.40 1.40 1.10

1) Provisional figures.
2) Estimate on the basis of partial figures.
3) Rough estimate.
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DEPARTMENT OF 8TATE
WABHINGTON

March 1-3. 1941 .,

My dear Mr. President:

I am attaching the third document of a secret
nature. You have received one on oils and raw
materials; another on finances. The attached copy
is on labor. They were all obtained under the
same circumstances but have arrived at different
times. The question of secrecy is of the essence,
not so much because of the substance but because
of the source. Consequently if you decide to make
this document available to other persons, it is
hoped that you will impress upon them the necessity
of abstaining from quotation from or allusion to
the document.

Faithfully yours,

.
Enclosure: ‘*"&M
Memorandum. —~

The President,
The White House.
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____....._-Barlin, January 5, 1941.

Supplement to -
Estimate of the Situetion in the Armament Industry.

The Problem of Insufficlent Labor in 1941,

I

General Considerations

« I
In the Reich (including Austria and the Sudeten

areas) the number of laborers and employees engaged were

as follows:
On Septeamber 1, 1939.ccsecsscsesssely, 461,000
On - ToUMEY X, YUY csevssannsinein .22,652,000,

The decrease in the number of men employed amounted
to 2,100,000; the increase in the number of women employed,
approximately 2,091,000,

Of the totel number of laborers and employees engaged
on January 1, 1941 there were 2,900,000 employed in agri-
culture and forestry; in the productive branches (industry,
handwork, commerce and transportation) and in special
adninistration, altogether 19,252,000,

Since the beginning of the war there has been no
unemployment and no short time workers in Germany.

U 0 2. Before
NGl it id & d
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2.

Before the outbreak of war, about 20 percent of the
productive workers (industry and hand-labor) was employed
directly in satisfying the needs of the defense forces;
at the end of 1940 there were employed about 66 percent,
ineluding production units which have been working for
defense purposes. For defense needs up to April 1941
about 70 to 75 percent will be employed, consequently
the consumption goods production industry will be corre-
spondingly reduced to from 30 to 25 percent.

3.

The shifting of the workers into essential industries
was accomplished through the well known system of mobiliza-
tion of labor, that is, in the first place, through con-
centrating with great energy all available workers into
fectories engaged in public utilities and essential defense
production. |

Since the beginning of the war the total number of
persons engaged in compulsory labor service (in accordance
with the war-compulsory service law) amounted to 1,175,000,
In the meantime, for a large number of these persons
engaged in campulsory service, the period of duty has
elapsed. In February of this year a new recruitment of

persons obliged to do compulsory labor service will be
called
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called up amounting to about 900,000 men and women, in-
cluding laborers and employees. At the end of January
1941 the total number of forelign laborers employed in
Germeny was approximately 1,500,000, of which 800,000
were employed in agriculture end forestry, and 675,000
in industry and trades.

The total number of prisoners of war employed in
agriculture, forestry and the manufacturing industry
amounted to 1,240,000,

II
The Workers and The Army

Of male laborers and employees there are now in
active military service approximately 5,000,000. The
new class called up this year will esmount to 800,000
more.

The number employed in addition to the above, with-
out remuneration, is 3,500,000; thus the defense forces
employ altogether about 9,500,000 persons who are capable
of working in the trades or agricultural industries.

III

The New Requirements for the Period -
January, February, March 194l.

The employment agencies to satisfy all demands will
require 1,250,000 men. These demands come from industrial

orgenizations
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orgenizations, which, on account of the character of
deliveries made (essentiel war industries), are able
to c¢laim preference in their demand for labor. Among
these, 5 to 600,000 are considered as urgent demands.

The most urgent demand for labor, and also the most
diﬂl'icult to satisfy, 1s that for metal workers of all
kinds. These demands for additionmal workers are made
primerily by armement industries, chemlcal industries,
locomot ive, automotive, agricultural machinery, tool
machine industries, manufacturers of mining machinery,
water power, electrical machinery, and industries engaged
in export (that is, for the most urgent Russian orders).

From factories engaged in manufacturing munitions
at the beginning of 1941 there was an extraordinarily
urgent demand for approximately 150,000 workers, which,
it was estimated, would increase to 250,000 on the 3lst
of March and to 450,000 on the 30th of June.

Of & number of other urgent demands for workers a
few may be mentioned as, for instance, the need of the
mines for workers (from 60 to 70,000 men) for the purpose
of increasing the mining of coal from 25 to 30,000,000
tons.

For the building of importeant defense projects new

workers and tuilders required will total about 175 to
200,000;
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200,000; of these & large part is for projects for the
Army end Alr Force and the Nawy, that is, from 90 to
100,000.

The need for 200 to 300,000 workers for the puilding
of alr rald shelters will have to be met through taking
workers from current private and industrial building
projects.

IV

The possible measures which may be undertaken to
cover these needs are as follows:

1. Exemination of the program of armements manu-
facture with the object of postponing those least impor-
tant.

2, Energeticelly combing through all manufacturing
plents in order to be sure that a1l workers are employed
to the utmost, pearticularly expert skilled workers.

3, A greater employment of waomen at the right
political moment.

L. A greater employment of forelgners.

5, Greater employment of prisoners of war.

6. Greater consideration to the lack of skilled
workers in calling up new recrultments, particularly in
agriculture, in mining, mechenics, expert machine workers,

coppersmiths, welders in the iron and metal industries.

7. Deferment
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7. Deferment of projects heretofore regarded as
urgent for civil purposes which make s heavy demand on
skilled labor.

8. Measures for the utilization to full capacity
of all industrial plants.

9. A more intensive deferment of comtracts to avoid
bottlenecks.

10. A more intensive transfer of contracts to
industries in regions less exposed to air attacks.

v
The Result of the Insufficient Employment of
Labor in the Accomplishment of the Armaments
Flans for the Spring-Summer of 1941,

In accordance with recent decisions (January 1941)
vitel shifts in the employment of workers will be carried
through during February in the production-program for the
strengthening of the Alr Force and the Navy; these shifts
are to be made in accordance with the relative degree of
urgency. An immediate and urgent program for the extension
of the armements industries, shipbuilding docks, as well
a8 those industries working on orders for shipbuilding
enterprises, as well as airplane manufacturing industries
and their widely extended sub-contractors, must be carried
through in line with the changed plans, also with respect
to the employment and the meking available of labor.

The
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The extent of this immedieste progrem, according to
plans, is extraordinarily far-reaching. All the indis-
pensible factors, productive and technical, for the carry-
ing out of this program must be made available with the
shortest delay, and at the same time making available all
obtainable material for building and manufacturing, as
well as a sufficlent number of workmen. In order to
carry out this program the Reich Ministry of Labor with
its labor employment offices must meke available from
250,000 to 300,000 trained, speclial skilled workers.

A part of these speclal workers will be obtained by
recruiting skilled mechanics from certain productively

and technically related branches of industry. The short-
age of labor which will ensue in the productively and
technicelly related branches of industry on this account
will be made up by recruiting other workers from industries
engaged in consumption goods. A further part of the needed
skilled workers will be obtained by laying idle certain
industries related to trades employing skilled workers
similar to those required in the munitions industries.

The program of rendering certain plants idle might well
affect particularly such enterprises eas the Pforzheimer
factories (gold, silver, Jewelry and watch workers); also,

enterprises engaged in the manufacture of typewriters,
calculating
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calculating machines, etc.; also, industries manufacturing
mechenical toys, hardware, etc. These workers, after a
very short perlod of re-learning and apprenticeship, will
have to take up their work in the shops employing skilled
workers engaged on contracts for the Navy and Air Force,

These extraordinary and immediately urgent measures
require a further re-grouping in the armsments industries
which, up to the present time, have been predominantly
engaged in menufacturing for the land forces. The
technical possibilities for carrying through a sudden
transformation of these factories, the delivery of
materlals and the employment of skilled workers for the
manufacture of equipment for the Air Force and the Navy
are limited. Extending or rebuilding armament factories
which have been working heretofore solely for the Army
have not succeeded in the degree hoped for. For example,
it was impossible on that eccount to carry out at the
existing shipbuilding docks and other plants working on
naval orders the 1940 progrem for the building of U-boats,
fast boats, transport boats, cruisers, mine layers, etc.,
ete., even up to battleships.

Likewlise, for the Alr Force and for eir defense
artillery it was not possible to carry out fully the

planned increase for 1941. Especlally for this reason
the
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the program above mentioned of employing additional
workers in order to bring production to the maximum
was adopted.

Industries and factories engaged in trades for
supplylng the eivil populations will furthermore be
weakened. This situation will require a new law in
accordance with vhich the municipalities and the
functionaries of the National Soeclalist Party will
have the right of entering private households and
exemining and carrylng through confiscations. Through
these measures surpluses of clothing, shoes, underwear,
metals, household articles, etc., which are not required
for a certain minimum of existence and use will be con-
fiscated. The distribution centers of the munieipelities
and the National Socialist Party, etc., will meke a dls-
tribution of the confiscated goods to the other inhabi-
tants according to thelr needs. The same system will be
carried through, for instance, with respect to the con-
fiscation of private typewriters in order to satisfy the
war needs of other orgenizations of the State and FParty.

Appendix

Genersl Analysis of the Employment of
Labor in 1941.

1.
The revised armaments program for 1941 - ARMING IN

THE AIR AND ON THE SEA - requires an additional employment
of
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of experlenced tralned workers. This program is unreeliz-
able. There was found an extraordinarily greast lack of
skilled mechanics to whom it has been possible to ration
out armements-parts for the manufacture of airplanes and
navel weapons. This shortage of workers, for the most
pert, is to be overcome through limiting industries
engaged in the menufecture of consumption goods, and
furthermore, in laying such plants idle.

Through a further employment of women it is plenned
to obtain 500,000 more hends for industry and agriculture.

From abroad it is planned to obtain 200 to 300,000
skilled workers. TFinally, during 1941 apprentices end
additional workers will be obtained through the employ-
ment of youth, that is, it is expected to obtain 600,000
boys and 700,000 girls over fourteen years of age. In
addition to the intensely difficult situation on account
of shortage of workers, many other factors, which decrease
the labor potential, have to be teken into account, as,
for instence, disturbances through elir attacks; loss
through exhaustion of workers; deficient housing of
workers; insufficient food; the difficulties of a more
intensive and longer sustaining of labor effort by the
workers, Finelly, the unfavorable development of the
workers' incomes and the limited and decreased purchasing

power of weges.
The
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The situation with regard to the employment of labor
in egriculture was and remains most eritically difficult.
In order to harvest the grein crop of 1940, all labor
reserves hed to be utilized. In the eastern provinces,
especially in East Prussia, it was possible only to get
in the harvest through mustering prisoners, Poles,
students end other workers., Further dlfficulties were
encountered through the regulations concerning restraints
upon change of Jjob and the employment of youthful workers.
A sufficient number of workers for agriculture during
1941 is of supreme military importance. In conjunection
with the district food-provision-office exact statistics
of workers will be made and beginning in the spring of
1941 allotments carried through. The following measures
will be carried through: unceasing efforts to exhaust
every possibility of obteining workers from the conquered
areas of the East and from the Generalgouvernement (Poland);
the more intensive application of measures heretofore
adopted to obtaln additional workers; the further employ-
ment of wer prisoners; importing workers from friendly
and neutral countries; a more intensive use of compulsory
labor on the farms and & new regulation with regard to the

employment of youth.
2. A Few
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2.
A Few Examples of the Repercussions Caused
By Separating Workers from Certaln
Industrial Branches.

In the branches of industry of most importance in
the war effort, that is, in the mining, iren, metal and
machine industries, the shifting of workers was greater
than the average for the whole lndustry.

In the branches of industry importent to the war
effort over 75 percent of the employees are engaged in
the manufacture of arms end ammunition. Meking a further
ghift in these industries in favor of the defense forces,
in scoordance with the contrects thet must now be executed,
there will be by the end of March 1941 about 80 percent of
all workers employed in defense activity.

It is important to meke a few explanations with regard
to those workers employed in other industries. Generally,
these other industries are identified as those engaged in
menufacturing for needs of the civil populetion and in
this connection the idea creeps in that the needs of the
eivil population in war are more or less superfluous.

It will be seen that the needs of the civil population
are closely connected with & considerable number of pro-
ductlon sectors essential in war and indispensible.

There is, first of all, the necessity of maintaining the

egsential
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essential war economy and transportetion needs and the
development of production and transportation instsl la-
tions, above all things, for military purposes. Then
come the needs essential to the life of the eivil popula-
tion, and then, finally, those additional needs which
arise from the war, and, finally, there is that export
which 1s important to the war.

An excellent picture of the situation is afforded
by glancing at the production statistics in the iron
working industry. In that industry at the end of 1940,
of 100 tons of steel 65.4 percent were ordered for the
immediate use of the defense forces, 20 percent for
other important public needs of militery importence
(reilroads, postal requirements, the Four Years' Flen
and the G. B. Building Progrem) and only 15 percent for
other industriel emd private needs. The other industrial
and private needs are composed, for the most part, of
maintenance and repair needs which are also of military
importance (especially the maintenance of the mining
industries, the iron production and metal industries).
There must be added to that the important needs of agri-
culture, hand-working trades end export which, for the

most part, have military importance.
According



-14-

According to these statistics which are very much
elucideted by a study of the individual items, the entire
iron requirements, even to the smallest orders, are Very
urgent end are more or less important in the war effort.
By a further shifting of production durlng 1941 in favor
of the manufacture of arms and ammunition, decisions
must be made in the various sectors of production accord-
ing to urgency and military.impnrtanca, which decisions
must be carried out by postponing or rejecting the needs
of those sectors where the least damage to the war effort
and the general economic situation (degrees of urgency)
wlill oceur. As reports from the rest of the industrial
groups show, this status of development has already
arisen in a large part of industry; amd, indeed, not the
leest in this group--the consumption goods industry
(textiles, clothing, and food products).

In the building and in the consumption goods
industry the employment of male workers in the menu-
fecture of goods for the defense forces has made great
progress, especially noticeable is the high percentage
of employment on behalf of the defense forces in the
buildings and clothing industry, as well as in the saw
mills and woodworking industries, The greater activity

also in these industries for defense purposes becomes SO

much
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much more crucial since the building and consumption
goods industries have lost 100,000 workers through
recrulitment in the Amy or through transfer to other
industrial branches.

How serious the situation has become through dif-
ferentiation on account of the purposes of employment
of labor is clear from a report which has been received
from the industrial group of textile manufacturers.

At the beginning of 1941 supplying the textile
industry with workers had reached the point where only
the most essential orders could be filled, postponing
those which came from the Amy. Examples of this are
the deliveries of cenvasses and tents for the resettle-
ment of Immigre-Germens. The urgent menufecture of
200,000 mattresses for the alr raid shelters in Berlin;
the priority in the manufacture of sacks for the transport
and storage of gralnm flour, dry beans, sugar and salt as
precautionary measures against a dangerous crisis which
was feared in the distribution of foodstuffs. The especial
urgency of this and other tasks and the impossibility of
carrying them through with the available workers has al-
ready brought it to pass that for certain branches of the
textile industry, through the intervention of officials
wvho have an immediate interest in the fulfillment of the

contracts,
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contracts, certain workers have been ordered back from
the front or through forced induction into service, so
that the contraects could be taken cere of.

Similar reports are available from all sectors
engaged in the manufacture of consumption goods, For
example, an importent firm in the clothing industry
Teels that the determined quantity of clothing available
in accordance with clothing cards cen be made available
in view of the present availability of the workers only
with the greatest difficulty; and if in the future the
situation becomes more eritical with respect to the
supply of labor, the goods cannot be manufactured.

If the difficulty of the present situation has not
become apparent in a general way, that is due to the
fact that stocks of goods in the mills and retail shops
are being drawn upon.

It must also be mentioned, in connection with the
enployment of workers in the consumption goods industries,
thet these factories have to a very large extent been com-
pelled to employ workers of limited capacity (war veterans,
old retired persons, ete.) in order to make up for the
loss of workers to other industries.

An increase in 1941 of the production for the defense

forces of another 10 percent will mean the additional
employment
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employment of approximately 1,500,000 men. A supply

of labor to this extent can be obtained only through
transfering contracts for the civil population to
occupied territories or through an immensely increased
employment of women; otherwise, most grave disturbances
in the production of goods will take place. This shift-
ing of the labor supply in favor of the manufacture of
arms and ammunition must lead to a most serious dis-
ruption in the menufacture of other goods importent to
the war effort (reilroads, post, Dr. Todt's Orgeniza-
tion - building fortresses, roads, etc., the Four Years
Plan, ete.). This shifting will likewise disrupt the
manufsctures needed for absolutely essential repairs
and replacement needs, as well as the guaranteed pro-
visioning of the inhabitants with consumption goods
mrovided for in the rationing scheme, as clothing

cards, eto.
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MEMOFRANDUM FOR THE FRESIDENT:

Breck Long asked me to give
this to you.

e

E.M.W.
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DEPARTMENT OF BTATE
‘WABHINGTON
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My dear Mr. President:

I am sure you wlll be interested to receive
the attached memoranda marked 5 and 5a of the series
and of which this is #2 of this paper. It is
translated from the CGerman. It is secret and is
being used in the same manner its predecessors have
been used. In case you should care to show it to
others, please be good enough to impress upon
them that it must not be alluded to nor quoted from.
Our information is definitely confirmed to the effect
that the whole series represents an authoritative
disclosure of the situations with which they deal.

Faithfully yours,

==
closures O

Memorandum 5;
Memorandum 5a.

The Presiddnt,

The Yhite House.



May 12, 1941,

My dear Mr. iresideat:

I am sure you will be interested te rooeive
the sttashed memoreqnds marked 5 and 5a of the series
and of whieh this 42 §2 of this paper. It s
translated fyrom the Cerman, It is socret and is
being used in the same meamnor 1ts predesessors have
been used, In case you should eare to show it to
others, jpleuse be good snough to impress upon
them that 1t must not be alluded to nor yuoted Crom.
Our ianformation is definitely confirmed to the offeoct
that tho whole oeries representa an suthoritative
diselosure o the slituations with which they deal.

Julthfully yours,

The m.
The 'hite House.



The economic situation was discussed in special memo-
randums of January - March of this year, the following fieldes
being covered:

1. Relch fineances;

2. Situation with respeot to raw materials;

3. Labor;

4. Establishment of the "new order" in Europe;

The developments show further aggravation of the situation
in all fields. In detail:

1. Diminishing supplies of industrial raw materials for
military equipment or supply and for the supplying of the
eivilian population;

2. Unavoidable shortage of trained male workers in
industrial plants and farm operations; an unsystematie organ-
ization of the plants by the use of foreign labor;

3. Stringencies in the financial positionj deficiencies
in taxes in consequence of restriction of consumption by the
population; further oredit inflation of the Relioh and asceler-
ated and constantly greater immobilization of the oredit system
(banks, savings institutions, insurance companies, ete.)

2.

The Balance of Foodatuffs and hlﬂs-ﬁfi‘l.
The



The voluminous memoranda and statistics, as well as
the plans drawn up in the agrarian sector in January-March
of this year for agrioulture in the economiec year 1941-i42
show as the result the following pioture of the situation:

A. For the territory of Greater Germany;

B, Por Greater Germany under the influence of Italy
and the oocoupied territories in western and northern Europe
(without eastern and southeastern Europe.)

With the use of the existing reserves of foodstuffs
in Germany and counting on the new and smaller consumption
quotas for man and beast in Germany, Italy and the ooocupled
territories, whioh differ in amount and quality for all
the different countries, and ineluding the still expected
amounts of imports from the tripartite pact countries and
from Russia, the following figures for the balance are
found, according to a summary of the results of the memo-
rande referred to:

Germany Oooupled Europe
% (& Italy)
Supply of bread . . . + + + + « » 90 70 - 75
Supply Of £ab . » + + o + « = o « +60 = 65 40 - 50
Supply of meat . . « « « + « + o+ « 80 - 85 80
Balanoe of feeding-stuffs . . . . 70 - 75 50 - 60

These
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These figures will go up or down according to the
development of weather conditions and possibilities of
oultivation, the labor available, eto., in GCermany and the
oooupied territories.

3.

No opinion can be stated as to the winter wheat. The
damage done during the winter appears to be less, however,
than in 1940.

For 1941 the plans for oultivation have been made.
Their accomplishment depends on the provision of farm labor
and machinery, fertilizer and the further course of war de-
mands.

The shortage of two and a half million farm laborers
is to be made up for by agrioultural workers from Poland
and other eastern states, priscners of war from the west,
eto., However, the lack of agrioultural overseers remains
a decisive factor.

The supply of horses and farm machinery 18 inadequate.
The machine industry oan not supply traotors amd other
machines. Systematio joint use of the machimery available
is to rill in the gaps.

The plan for oultivation is to keep the areas under
oultivation for grains hitherto and also to open new areas
to sultivation for a larger yheld of root orops, sueh as
potatows, sugar beets and feeding-stuffs containing proteins.
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April 194l.

This statement is bdased on the same tested reports and
data as designated in the Jenuary memorandum. All dates are
from the period up to the end of Mareh 194l.

I,

Further Preparations for the Opening of
German Offensive Uperations.

l.

The putting into line of 10-12 divisions for the
Belkan theater of war has been aceomplished.

Because of the military froat against Yugoslavia
it is proposed to double the number of the Geman forees
that it was expected to use. The putting of the armies
from Hungary, Fumania and Bulgaria into line is contemplated,
partly on the new Balkan froamt and partly %o counterbalance
the withdrawals from the German easterm fromt.

2.

Systematio reenforoement of the strategic positions
for conecentration on the border of Soviet Russia, partly
by fully motorised divisions.

The troop eontingents for use under numbers 1 and 2
eome from the army corps stationed at home, as well as de-
tachments from the units of the amies of ocoeupation in
the osvupied areas of the west, also from the invasion army

eorps in partieular. 3.



3.

The disposition of the troops used against Soviet
Fussia is said to be as follows, aoccording to the prepar-
ations for oconcentration:

Part One - Operation: Hast Prussia and the Baltio (with
subsequent union of the advencing Germen armies, in combina-
ation with contingents from northern Norway, Swedem and Fin-
lend also being drawn in.

Part Two - Operation: Northern Ukraine, with Kharkov
as final objective.

Part Three -~ Operation: Bessarabia and southern
Ukraine, with Rostov as final objective.

May was set as the time for the conclusion of the
groupings now going on, and of all supply organizations.

This time ocould mot be adhered to in consequence of
the greater seriousness of the Balakn situation.

h.

Regarding the Channel offensive or landing operation
against Sngland:

f. See the date in the memorandum of January of this
year.

b. The main effort im comnesotion with the continued
further preparations consists chiefly in expansion and
strengthening of the air arm; great inerease in all branches,
in aireraft and personnel. To the kmown and improved types

of
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of seouts, pursuit planes, demolition planes, light and
heavy bombers, ete., the following have recently been added:

Large landing and transport planes. The new planes
have & oarrying capacity of from 125 to 150 men with full
equipment. In addition there are special types for the
transportation of one-man tanks, artillery arms and engineer
material, as well as other offensive and defensive weapons
of all types for olose and long-range combaet (such as flame
projectors, bombs, shells, anti-tenk amms, rapid-rire and
other amms).

The transport planes are combined with several rather
large gliders. As the result of new inmventions, the latter
are hooked onto the transport airplanes. Take-off, trans-
portation in the air and release are effected by automatie
devices and releases. In February these landing planes wWere
tested with positive results. The construotion procedure is
that of Messersobmidt, of Augsburg and Regensburg.

The produstion caloulated is dased on the transportation
of 300,000 men (about 100 divisions) within a given number
of hours, including take-off and landing. The air distances
are olaculated. Theme are besides the special transports
for the heavy munitions of war.

Adrerart
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Alroraft produstion was further SMifted during the
winter months of 1940-4l, as for “pli Messersohmidt,
Augsburg-Regensburg, ete. For example, Junkers and Heinkel
have compact produstion ceaters (building of engines and
assembling) at Dessau and Rostook. The rate of production
has besn reduced by decentralization.

5.

Operations at sea. Besides the kmown crossing boats,
there are mewly built fighting boats and assault boats with
the most modern defeasive and offensive weapons for sea and
coastal fighting. BSpeeial sigaifioance is attached to the
torpedc arm, which is belng developed at Eokernforde, north-
vast of Kiel, the only experimental and testing establishment.

II.

The Generelly Operating Forees of a Military -
and Strategio Nature.

ml—ul-hnmﬂ-mw.mtun-MIlw
Hull“ﬁl‘“llﬂl‘“ﬂ“mmmﬂlﬂl
1.
The dropping out of the Italian arwy, including the
air force and the mavy| this means an unexpected tying up
of rather nmmmmuunmnmm

(ineluding Nerth Afriea), as well as in the Balkans faoing
Greece
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Greeee (and now Yugoslavia)., 7The command of the German

army has to make dispositioms in advance in Ilﬁm-

with the internal political developments in Italy itself

(peril to the Faselst regime from within), so that other

divisions must remain im Italy itself, ready for oombeat .
2.

The tying up and maintenance of a high pereentage
of troop ocomtingents and arms of all kinds on the eastera
trontier, facing Soviet kussia.

3.

The excessive demands on the landimg corps and air
foree, as well as the maritime eombat forees on the coasts
of the westera front, against “mgland, by taotical exer-
eises, inspections, tours of duty in readiness for aotion,
training in offensives, eto.

III.
The Perieds Fixed

The use of offensive action cam, 1t is nl.l."“-
phuhﬂlﬂ-ulﬂm'lnmnruﬂu-m.

Goordination of eertain single actions can also take
plase. This is true for example:

a. With regard to the plans for orushing and rolling
ummmm-nmuhumnutmnlpw
mnnlwm-mmmummlqu

taotioally,



tactiocally, the so-called territorial solution;

b. With regard to the plan for ligquideting the
English-Balken front and at the same time starting an
extensive "trial® landing offensive agaimst the English
coast.

The plan under a means the delaying of the landing
offensive against Zngland, in consequence of the shifting
of foroes. To make up for this, reenforesments are pro-
vided for repelling English and American air and maval
attacking operations against the invasion areas in Franee
and the German industrial and armament centers in western
and ocentral Germany. It also means s renewed imtenaifiocation
for the completion of the preparations for & subssquent air
and landing offensive against England.

The plan under > means the adaptation of the offensive
plans in the Balkans to a possidle trial invasion operation
against England. It means at the same time a strengtheming
of the military pressure on Russia until the completion of
the operations in the Balkans end sgainst iEngland.

Although in the months of April and May approximately
one million more men will be placed under arms in She stand-
ing army, the not unlimited military teehmioal foroes make
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& simultaneous total solution in the sense of plans 8 and
b appear very unlikely. To be sure, the full motorization
of the old dividions, as well as the newly formed ones, is
being carried on without deviation; however, the air force
and, in particular, the maritime combat and transport foroes
will ecertainly not have attained their effeetive equipment
for the tasks devolving upon them for several months more
(even if work goes on without interruptionm).

The new motoriszed vehicles include chiefly the armored
divisions, the strongest new type of which is provided with
assault guns. Besides, all units up to the division have
repair shops and trailers. Motorization also extends to
armored vehieoles for the transportation of ammunition, menm,
foed, water, ete. BSpecial tractors oan be coupled up to
help other formations of vehicles across the roughest
terrain.

From this state of arfairs the conclusion oan only be
drawa that the planned German offensive operations in 194l
have also been divided into stages and will be so carried
out.

Reports disseminated, that the German Africa Corps
would be pushed forward toward Suez and large German ¢-n-
tingents toward Portugal (including Spain), are merely men-

tioned here.



On the other hand, the military preparations of Japan
in the Amur region and against the Coastal Provinece have been
carefully gone over between the seoctions of the German Amy
Staff and Navy Staff and those of the Japanese (military and
naval missions of over }00 officers) in conferences since
February of this year, sccording to the strategle plans sub-
mitted for that region, as well as for future spheres of
operations in the Chinese South Seas, imecluding the Nether-
lands Indies.

Iv.
The Antieipeted idvantages

Two decisive facts are given as the reasons for the
necessity for elimimating all mational armies, that is,
practically every foreign soldier on the mainland of Europe,
ineluding Soviet Russis and the French fleet:

1. The necessity for carrying on the war against England
and the United States for military and political reasons. This
compels Germany to maihtaim a powerful army, to be sure of ward-
ing off any English-American air and sea offemnsive, mno matter
how powerful, against the stroang points onm the Zuropean con-
tinent and to be sure of warding off mass knglish and Ameriecan
air attacks on Germany's eenters of production and industrial
1ife in the west and in central Gemany, the shipyards, ports,

eto.
2. The
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2. The development of conditions in German economis
life whioh will not permit for any length of time excessive
demands made heretofore.

There are specified as direot results of an actual con-
elusion of the “Luropean continental offensives and a total
di sarmament of all states:

&. The possiblility of a regrouping within the German

oombat foroes;

81. The formation of a highly mobile motorized
attack and protection army (all arms), for the
mmuu and proteotion of the reglions of

ope;

1. The release of from five to six millien of
trained German workers from the army, for
agrioultural, industrial and small shop
operations;

b. The release for the German propulation, industry
and agrioulture of the military stooks of foodstuffs, raw
materials, machinery, vehiecles, horses, eto. no longer needed,
both German and taken from foreigners;

¢. The incorporation of the productive forces of all
European states into the general system, for feeding and
the covering of the most urgent needs of life in the con-
quered or friendly countries; the development of an exchange
of goods under the principles of the German state direction
of economy; likewise an exohange of available foreign labor

from the different states, eto.;
d. The
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d. The ineorporation into the general system of
South Russiean agrioulture and of some sources of raw
materials, especially oil and gasoline; the removal of
the supplies secured; a large production under the new
administration introduced, by the corps of emigrents
trained in Germany;

@. The ereetion of a uniform administration in
Europe in acocordance with German reguletions, and ad just-
ment of the foreign automomous netional governments, and
also their subordination to German military and admin-
istrative supervision; standardization of law, business
agreements, eto.
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DEFLRT&,_IEN’R OF STATE
; . _'__
’ : THE'SEC%ETARY

June 5, 1941,
MEMORANDUM FOR THE PRESIDENT

I am attaching hereto three
more gecret documents concerning
Germany. These are a continusation
of those which have been furnished
formally concerning the military
plans, labor conditions and the
financial sltuation.

You will recall that they are
not to be alluded to or cuoted
from and that thie 1s necessary
in order to protect our source
of information.
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Berlin, April 24, 1941. Ve.

The reports on the sonditicn of the erops at the
beginning of April 1941 are based on extensive offielal
statistios of the State and Reiech offiees on the status
of foodstuffs. The results of the statistical tabulations
are given below for the Great German Releh.

The figures refer to the following territory! the
Great German Releh, inolwiing Austria, the Sudetenland
and all of the Warthe Valley (Posen, Hohensalsa,
Litsmannstadt).

The meaning of the qualifying figures is the follow-
Ang: 1, very good; 2, good; 3, falr; 4, low; 5, very low.

I.

Sondition of Orops.
RO R ST S
Water vheat . . . . « ¢ ¢ ¢ ¢« s+ ¢+ 3.0
B < i ¢ 650580 v uss s Bl
WMater DaFleF . « « ¢+ « s 5 o o+ 5)
Wintor PAPO. . . « « + « « « + « + « 31
BLOWOF . . « « & o &5 & & @ s s 0 s » 5.0
LGP . - + ¢ « o 0 4 s 8 0050 B0
Neadows without means for watering . 3.0
Irrigable meadows . . . . . . . . . 2.0
Pagture. . . « « « « & T

II.
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%
%- Jinter Damagse,

Joo Mttle  right %00 much
Winter molsture 4 B3 13
Preeipitation a0 12

Rene _ _alight _ mederats _sevyers

Winter damage to

csreals eto. 23 47 23 :
fodder orops & 4 22 4
meadows 80 2% 10 b
potato es ? 58 30 B

Spring vheat 3
Spring barley a3 8 2 3
Oats ™ 14 4 4 3 2
plowed 18 8 4 15 26 19
Iv.
Sondition of Winter Intarmediate (rops
Winter mixed oreps . - . . . + 4 s . . . 2.8
Orimson olover (with of grasses
and legumes) . . . . . . . . 8.1
WARGOP FP® ¢ « ¢« - & ¢ 0 0o 0 8 8 8 s 0+ 2 ¢ B8
Kohlrabi, winter rape and turmips . . . . . 3.1

epinions
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giﬂou & od fair bad

Keeping of winter intermediate

orops over winter . . . . . . 5,183 1239 3172 782
u ’ L] - - L1 - - m’ H-" ‘1- 1’ 1‘,
estimates favor- unfavor-

Weather for the production
of the winter intermediate

Qrope . « + + s s s 8 s o8 = s 5,366 184 1000 3282
B s e el 1008 3.4% 35.4%5 6l.2%
'l-
Seneral Qbservations.

A deterioration of at least 10% in the condition of the
erope during the month of April is to be eounted on,
because of dampness and cold. Henoe the general figure
for the orop condition at this date ought to be from
3.2 to 3.3. If the weather in May also remains unfavor-
able, a rather poer erop, 3.5, 1s to be counted on.

The winter damage ies less than for the winter of
1930-40; it is to be caloulated at about 36§, on the
whole. The winter intermediate orops are in an average
position (3).

Thus the general pioture in the Oreat German Reich,
with the inolusion of the famed granary of the East
(the Warthe Valley, Posea to Litsmannstadt), is that of
a poor harvest.

Asoording to the general (mot statistical) reports

of
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of the experts of the agriocultural offiees of the Reloh,
the condition of the crops in the countries of Europe
oocoupied and controlled by Germany is to De estimated
as follows!

Wegtern Europe . . . .+ . . I.ll- 3.0

Northern Europe . . . . . 3 = 3.2

Eastern Europe . . . . . . 5.2 = 3.8
. Great shortages

As a general figure, the situation of the cceupled

areas (without consideration of the Spanish Pm insula,
Switzerland, Sweden, Finland and Soviet Russia in
partioular) with respect to foodstuffs and feeding
stuffs would be 3.6. Depending on the developaent and
the further course of the war and the weather, this
figure of 3.5 will beocome still worse, and perhaps rise

Boutheastern Europe.

to 4.



Late April 1941.
I.
Bagarding the Bax Matarials Ealanae Shessk.
1.

The statements and figures in the memorandum on the
rav materials balance sheet are fully confirmed; likewise
the saleulations on the dAiffieulties regarding raw mater-
1ials that are to be anticipated in the fall of this year
at latest.

Reoent detailled investigations in the Relch
Ninistries that are concerned, regarding impertant raw
material items, show a greater change for the worse than
was antioipated, this being the remult of the cessation
of imports from the Balkans, as well as from northerm
and sastern Europe, which were counted on with certainty.
The additional amounts from unocoupled France and Soviet
Russia are less than expeeted; the shortages from the
Balkans amount to as mueh as 78% of the ascunts antiei-
pated. Thie shortage in imperts from Yugoslavia is to
be completely overcome in some J or 4 months.

The allotments of raw materials both fer large and
ssall plants that are working for the needs of the army,
as well as for private sonsumption, are subjested So
changes eonstantly. The redused allocations and the
deteriorations ia quality affeot chiefly the supplying of
the goods needed for dally econsumption.

2.
The prospeots of reaching a regulated and h.l.‘g‘nr
ra

3
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rate of produstion in the oocoupied countries of Europe
have, contrary to the expeotatlons cherished, not improved
markedly up to this time. The controlled governments in
the ocoupied countries of Europe have not provided any
surplus, despite the employment of German military and
oivil administrative exeoutives. In these ccoupled areas
the diffisulties respeeting foodstuffs, feeding stuffs and
raw materials are felt more than in Germany, because there
is a2 lack, to a great extent, of the positive ecomomie
conditions sush as a population willing to work, orderly
conditions as $o transportation, and adecuate stooks of
materials.

Thus the surplus in Germany's military and economie
potential that was caloulated in the winter months of
194041 has turned out less than was expeoted and made
the basis for military deolslons.

3.

For the sake of an orderly course of business, por-
tions of the valuable industrial plants of western,
southwestern and northwestern Germany are constantly being
moved to ocentral and southern Germany and Austria,
inoluding Silesia and Bohemia-Noravia. Because of this,
delays in produetion cecur, overburdening of the rail-
roads, diffioulties in transplanting the labor forees,
ete. It has not been possible to conduet this shifting

of
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of the manufaeturing plants producing articles for
military use on the seale planned. In the end, it is %o
be borne in mind that the well known indupstrial centers
have not been essentially changed; this 1s true in par-
tioular of the two kernels of German military industry:
the Ruhr and Central Germany (coal, iron, chemicals,
building of heavy machinery), as well as of the shipyards
on the coasts of the North Sea and the Baltie.

4.

The using up of labor, raw and other materials and
equipment in the plants operating at full capaeity shows
a rising ocurve. This development necessitates the
proourement of full relief, both with respect to the
workers and the position as to raw and other materials.
This is possible only by a military decision and the
regrouping of all factors in domestiec production, that 1is,
by a redustion of the gigantic army of men and the oon-
sumption of materials, and by returning to agrioulture,
the produotion of industrial equipment, ete., the laber
forees of millions that are tied up. Beslides, the sup-
plies hitherto tied up for the military supply offices
and the striking produetion of foodstuffs, olothing, and
machinery of all kinds must be released. Aoccording to
the estimates as of April of this year, over 80% of

produotion 1s operating for military equipment; of the
sound
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sound population normally engaged in agrioulture, manu-
faoturing (industry) and transportation, almost 65% of
the male population between the agee of 18 and 45 will be
in uniform by the undfg; ilillr. in eonsequenoce of the
new eall for over one million men.

The estimates in the balance sheet of foodetuffe
and feeding stuffs for 1941 have been reduced in conse-
cuence of the unfavorable weather conditions of the
month of April of this year. The shortage for Gemmany
must be estimeted as rather high, in comparison with
the spring ealeulations. Thet 1s true of almoet all
foodstuff items, and in particular of the situation with
respect to feeding stuffs (compare the earlier state-

ments).
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End of April 104l.
I.

The fellowing new supplementary resarks are made on
the same baesis as the January report and the supplements
belonging thereto.

1,

New measurss related to the extension of the opera-
tions against the mainland of Turkey to the Oreek 1slands
with a view to protestion of the Aegean Sea; beslides, the
Dardanelles and the Bosphorus, as well as eertala
strategiocally important plases on the Turkish coast, will
be drawn into the military seeurity zome.

These ocoupations of Turkish territory aim at absolute
gesurity of the sea route for the transportation of Russiaa
supplies from the Ukraine and the Causasus (sea route
as far as Trieste, for the purpose of relieving the roads
and railroads). The German adairalty staffs have long
sinoe been making the nesessary preparations, using the
help of the Italiam fleet.

2.

The strategie plans for the campalgn against Soviet
Russia have been worked out by the Chief of Staff of the
German Army, Oeneral Halder.

The fixing of a strategie objestive consists in the
planning of an eneireling vietory of the greatest spatial
extent; the enemy is %o be deprived of any possibility of

devel oping
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devel oping a counter attack, an orderly retreat is to be
rendered impossible, and, according %o the large soale
operations planned, eapitulation is to be brought about.
Broad possibilities of astion are accorded the lower,
middle and higher army headqus rters; these small, middle
and higher staffs are assigned speoi,l operations missions.

The offensive pemetrations and advances will be
exeouted by the use of armored divisions, motorized
units, and all types of the alr arm. The use of the ailr
ara will extend to direet attack on the enemy's air
foroes, their bases and ground organiszation.

-

These plans of operation consist (like all military
operations sinee 1939) in the exaet working out of the
strategie plans, the undigturbed building up of all
offensive formations (and the technical equipment belong-
ing to them), and the oonesalment of the deelsive lines
of advanee of the main armies.

The basie recuirement for certain suceess depends,
as usual , on an undisturbed concentration. A sounter
thrust of the enemy must be precluded, as in the case of
Poland, Franee and ia the southeast.

The Soviet Russian armies are at present not eompletely
oonstituted or dieposed; the Biberian eontingents ocan not
make up for the knowa weaknesses.

The
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The political and diplomatie preliminary work is to

provide the formulas

a. in Turkey;

b. in Soviet Russia
that are needed to favor the final positions for attack,
to gain time, and to maintain the treaty rights under the
tripartite paet and the Rugso-Turkish and Russo-Japanese
treaties of neutrality.

The negotiations with Sweden and Finland for the
purpose of bringing them into the planned offensive
aotion in the Baltie, as far as St. Petersburg, are being
aseelerated.

II.
1.

The liquidation of Boviet Ruseia is considered a
necessity

a. from the standpoint of the internal esonomie
situation amd

b. from that of the coming military problems in the
west.

The losses that will arise from the destructivensss
of a campaign in the sast are not estimated very high;
they would be made up for at onoe by the direet applica-
tion of the German military and adminiastrative meshaniem
to grain and feeding stuffs, large and small animals,
wood, coal, and minerals deposits, in partisular petroleus

and



-4

and manganese ore in the Caucasus, eto. (prinoipal fields
a% Baku and Grozay, with direot pipe line to Tuapse on
the Black Sea - good gasoline). In the main, the centers
of the railroad system (Minsk, Kiev, Kharkov, Ratov and
Stalingrad) are to be seized first, as well as the main
industrial ocenters, such as Yekaterinoslav and the Don
area in southern Rugeia, the middle and southera Urals,
the Kuznetsk region, as well as Kiev and environs, if the
offensive thrust leade more smoothly and more quieckly %o
the objeetive set than in the North.
2.

After the liquidation of the "last soldier® on the
continent, the machinery for the "new order in Europe"
will be get in motion, that is, all economiec produetion
of agriculture and industry will be employed for the
benefit of Germany, aceording to the cbjeectives set, the
status of needes and the urgenoy of military requirements,
the domestiec needs of the eonauered states, the eastern
states in partieular, being relegated to the background.

In addition to the mineral wealth and other products,
the demobilized labor forees will be utilized fully for
the benefit of Germany.

3.

By midsummer the freshly reenforeed defensive fromt

is %0 be established along the Atlantic Ocean (Belgium,
Holland,
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Holland, Franese), for the purpose of varding off enemy
alr attacks and aleo for -the purpose of facilitating the
attasks on Englamd, with -th maximum degree of military
efficiensy. The strength of the British alr arm attained
s0 far by deliveries from the U.8.A. will be more than
equalized by the portions of the German air foree that
have been tied up on the easterm front uwp to that time.

III.

1.

The offensive preparations of England and the U.8.A,
during the winter months of 1940-41 have not led to
any aotive military operations agalinst Germany or in any
other theater of war. Fears wvere felt that during Marech
the English-American alr offensives on a large seale
would be started, that is, that they would be executed
day in and day out against the highly sensitive
industrial eenters of western Germany.

England's military inecapaeity alloved the licuid: -
tion of the wnexpeotedly changed Balkan situation, vhich,
following the fallure of the Italian armies (defeats in
Albania and Afriea), eould de prepared for by Germany
undisturbed during the winter months and eould be exeguted
in Mareh and April.

Thies same English and American weakness permits the

licuidation of BSoviet Russia, and likewise the

conoentration
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concentration of Gersan military forees in West against
the island of Emgland by preparation for the attack
operations by air and by sea from the Duteh, Belgian and
Freneh coasts and portions of those sountries against
ports and munitions oenters on English soil and from the
defensive positions in western and northera Germany.
Besides, the military forees for an intensive eampaign

in the eastern Mediterranean area can be released by fall.
Other situations, as for example that ooncerning Spain,
inoluding Gibraltar, could be settled by arms before then,
vithin the framework of the present general situation.

Politiocal schemes of England and the U.8.A. are
considered unimportant; prooclamations of landings on
the continent of Europe as military jests. The con-
solidation of Germany's military power position is going
on and is eonsidered unshakeadble in the corps of leaders.
The laying of the foundation of the economie existence
of eonquered Burope is expested in the sourse of this
Or next year, with the voluntary or compulsory inelu-
sion of Russian supplies and produwctive forces,

From thies standpoint, 1941 weans the definitive
deolision, besause the American-British economic boyeott
ean not break the newly distridused and employed powers
of Europe. This boyoott will collapse of itself, because
the "new order® in Burope is held Sogether by military

foree
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force and oan always fix an economio pinimum, graded
according to nations.

An organized and fully motorized army for order
and proteotion, of 300 divieions, tested in battle,
constantly kept up to date with the most modern armament,
will be in a position %o perform with abeolute ocertainty
any military sission inside Burope and an "iavasia "

against England.
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