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On board Steamship WASHINGTON
! Jamuary 1, 1934

PERSONAL AND -SOMSEDENGikin

My dear Mr. Fresident:

In sdditicn to the report on my trip to the Union
of Soviet Soecialist Republiecs whieh I shall submit to
the Secretary of State, I should like to set down for
your own eye some of the more intimate eplscdes.

Paris

We passed through Paris on December & and Herriot
turned up unexpectedly at the railroad station to bid
me good-bye. We walked the platform together for a half
hour. Herriot asked me to convey to you his warmest
personal wishes and to tell you that when he had been
gsked to become Fresident du Comsell before the pest was
offered to Chautemps he had replied, "I will become
Fresident du Conseil on condition that you pay the de-
faulted instellments of the debt toc the United States
and that you make nrrungiﬁ.ntn immediately for a debt
settlement.” He added that he wes determined never to
become President du Conseil agein until France was ready
to meet her obligations. I asked him if thet would not
indefinitely postpone his return to power. He replied
that mueh would depend on the attitude of the United
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States, that many of the leading politicians in France
were most uneasy about the present situation, but that
Daladier end others were able toc argue that the United
States hed accepted the defsult without protest; that
France was saving & coneiderable amount each year by not
paying, end thet nothing should be done unless it were
shown that continued defeult would produce unpleasant
ecnsequences. I esked him what he advised. He said,
"Tell the Fresident that he must in some wey show his
disapproval of the French action and adopt some measures
whieh will show Franee that she has something to lose by
continuing her default."” Herriot is supporting Chautemps
and the Chautemps Cabinet looks more secure then it did
when it was first formed.
Berlin

On my way through Berlin on December § I lunched with
Dodd who asked me please not to take Flack permenently for
the Embassy in Moscow, as he wes the only person in the
Enbassy competent to deal with economic matters. I avoided
seeing any officials of the German Government, but "Putsi”
Henfstaengel, Hitler's intimate assistent, celled on me
and talked in his customary irrationel manner, saying
among other things, "Of course you and I know that the
Jews make all wars and are the sole beneficiaries of all
wars." I disagreed. The most fantastic thing which has
harpened in Germany letely is the christening of the new
militery academy "Ernst Roehm Kadetten Erzieungs Anstalt."
In view of the revelations about Roehm, the English
equivalent would be the renaming of Sandhurst "Oscar
Wilde Institute.”




We passed through Pclend without stopping and reached
Negoreloye, the Russian frontier station,Sunday afterncon,
December 10. We were met at the border by Ilinsky,
Litvinov's personal representative, who gave us 8 dinner
in the railroad station. All our party were impressed
by the faot that the Russians seemed almost pathetically
eager to please us. I learned later that this was the
firet time that any Ambassador, on arrivel, had been
greeted by an officiel representative at the frontier.

We reached Moscow on londay, December 11, where I
was met at the station by Troyenoveky, Divilkovsky,
Florinsky esnd & number of other officiels. We were taken
to the Hotel National, where the American flag was sus-
rended over the entrance. The apertment reserved for me
was the same whiech I was occcupying with my mother when
Austris sent her ultimatum to Serbia.

I hed & long talk with Litvinov, then set out to
look at houses.

The aspeet of Moscow has changed greatly for the
better sinece I was there a year and & half age. The
streets have been repaved from one end of the ecity toc the
other and the people, instead of being ragged, are well-
clothed, better clothed than the people of Vienna.

The two houses which the Govermment offered us were
(1) the Supreme Court Building, (2) the house of the
Central Exeoutive Committee.

The Supreme Court Building is a huge pile in
medieval style whieh might do well for a jail or a Ger-
man Embesey, but would produce deep gloom in any Ameri-
ean and would require & half million dollars worth of

repairs.




The house of the Centrsl Executive Committee was
constructed in 1914 by a merchant who traded vodka
for furs. It is cheerful and only minor repeirs are
necessary to make it hebitable, but it contains only
five bedrooms and the living rooms are emall with the
exception of a colcssal center hall. A new dining room
is being built at one side of the house, so that tem-
porarily there is no dining room. Nevertheless, this
house is the best available. It is, of ecourse, entirely

inadequate to house our entire staff and offices.

I suggested that two small adjoining buildings should

be given toc us. On investigation we discovered that they
were being ocecupied as living quarters by about 200
people, about eight to a room. That, it appears, is the
normal congestion in Moscow at the moment. In 1814 Mos-
cow was an overcrowded city of 1,250,000. There has
been practically no building since and Mosocow is today
a eity of nearly 4,000,000.

I spent every availsble minute during the succeeding

week in looking for sdditional quarters, but found nothing

and finally was compelled tc suggest that we should be
given the first of the magnificent new buildings which
are being planned for Lenin Avenue, which will run from
the Theatre Square past the Kremlin to the Falace of the
Soviets. Thise building should be completed about May 1.
The Moscow Soviet was naturally very reluctant to hand
it to us and we cbtained it only by a personal order of
Stalin.

The interior of this building will be finished in
accordance with ocur desires, part living quarters and




part offices. Until May 1 it will be necessary for us
to house nearly all the staff and offices in a hotel and
We have been offered the whole of the small Hotel Savoy
whieh has just been reconstructed.

It is, of ecourse, impossible to keep cocdes in a
hotel and until our joint office-building-residence is
coupleted the code room and a number of auxiliery offices
will have to be established in the house of the Central
Executive Committee in whieh I shall live. As my family
coneists of Anne alone, I shall be glad to have living
with me there temporarily some of the secretaries, keep-
ing for myself only one room end one edditional room.
After May 1 it will probably prove best to have all the
offices(exeept my own) and the code room located in the
office-residence buillding.

On Wednesday, December 13, at noon, I presented my
credentials to Kalinin at the Kremlin. Not only Kelinin
and Litvinov, but everyone else in the Soviet Government
was delighted by the remarks which you and I prepered
in Werm Springs, end es a very special politeness
Litvinov broke all diplomatic precedents and gave me a
copy of Kalinin's reply a day in adveance. I append a
copy of Kalinin's reply.

I had & delightful conversation with Kalinin after
Presenting my credentials. I had never met him and I
had thought from all that I had read that he was a simple-
minded old peasant, but he is far from simple-minded. He
has & delightful shrewdness and sense of humor. He asked
me to say to you that he was following with the eclcsest
attention everything thet you were doing in Ameriea, and
that he and everyone else in Russie considered you com-

pletely out of the class of the leaders of capitalist




states; that it was elear to them all that you really
cared about the welfere of the laboring men and the
fermers and that you were not engaged in protecting the
vested rights of property.
Kalinin said that he hoped that I would travel in
every part of the Union of Soviet Sceialist Republies,
end I told him that I should be delighted to do so, but
that the Union of Soviet Socialist Republies wes a con- |
tinent rather than a country and that I feared I should
be restricted to Moscow and Leningred unless I could
cover it by airplane. He told me that I could go any |
place I might wish in the entire Union by plene. I re-
plied thet I should perhaps be sble to arrange to have
a plane of my own in Moscow for trips if he would per-
mit me to use it without restrietions. He answered
that there would be no restrictions whatever on my move-
ments.
I was delighted by this proposal of Kalinin's, as
it has been the experience of foreign diplomatists that
visits to the provinces by them are not encouraged. I
now have carte blanche to go where I like. Kalinin wes
Pleased by our talk and said to & number of people in
the following days, "That is the first Ambassador I have
met who is also a human being.”
In the efternoon I received the Press and gave them .
my remarks and Kalinin's reply. The entire press of the
Soviet Unlon published erticles on my arrivel which were
not only enthusiastic but undeservedly complimentary.
Even the party press of the Communist Party which hither-
to has been uniformly hostile to Ambassadors unesrthed




remarks of Lenin about me from his "Testament” and
various speeches. Apparently he really liked me and
expressed his liking may times. In view of Lenin's
Present position in Russia, which is not unlike that of
Jesus Christ in the Christian church, this is & bit like
heving the personal endorsement of the Master recorded
in St. Mark. Divilkovsky, for example, said tc me, "You
cannot understand it, but there is not one of us who
would not gladly have his throat cut to have had such
things said about him by Lenin."

It had become evident that no Permanently satis-
fectory quarters for the embassy and consulate could be
established except by building, and on Friday, the 15th,
1 visited various building sites with Keith Merrill.

There was one which was not offered to us, but
which we offered to ourselves: a bluff covered with
beautiful woods containing a lake cverlocking the river
and the whole eity of Moscow in the center of the great
eity park. It i1s a situation whiech suggests Monticello,
and I cen conceive of nothing more perfect for an American
Embassy than a reproduction of Montieello in that setting
with houses for the entire staff of both consulate and
embasey arranged along the sides of the property. We
Wwere not modest in our demands, but asked for the entire
bluff containing some fifteen meres of ground. The Mos-
oow Soviet continued to offer us other building sites,
any one of whieh would be adequate but none of which
compared in interest or beauty to this site.

On Friday, the 15th, I saw Rosenholz, who controls
all the import and export trade of the Soviet Union. He

is a likeable Jew, rather reminiscent of some members of




the Warburg femily. I asked him, among other things,
how much manganese the Soviet could furnish to us per
ennum in addition to the emounts already contracted for
by other e¢ountries. He replied that in his opinion not
wore than 300,000 tons per annum could be furnished.

That afterncon I had a long talk with Molotov, who
is the President of the Council of People's Commissars.
He has rarely received en Ambassador and has never talked
with newspapermen, and I found that I had also underrated
him. He has a magnificent forehead and the general as-
peot of a first-rate French sclentist, great poise,
kindliness end intelligence. We had a frank and intimate
conversation and got on the best possible footing at once.

That night Litvinov, with whom I had Previously had
eeveral meals in private, gave me a formal dinner to
which nearly all the members of the Government were
present, It was & superb banquet with food and wines
of & quality that no one in America would dare to serve
nowedays, and many toasts were drunk to ¥you and to me and
to the United States.

I then began exchanging calls with the various Am-
bassadors and Ministers in Moscow and nacessarily wasted
a lot of time meeting these colleagues. The French Am-
bassador, Charles Alphand, is an exception--an extremely
intelligent, charming old gentleman who for many years
was assistant to Delcassé.

Sunday, December the 17th, I put some flowere on
Jack Reed's grave, as I told you I would do. This passed
completely unnoticed both by the Soviet press and other
Press representatives in Moscow; but it did not pass un-
notieced by the authorities in the Kremlin.




It is unnecessary to record the whole series of
dinners and conversations with the members of the Govern-
went that I hed, but there ars two, at leasst, which are
worth noting:

On Tuesday, December 19, I hed a long talk with
Grinke, who is the Fecple's Commissar for Finance, and
erranged with him to handle the knotty problem of ob-
taining roubles in & manner whiech will be satisfactory
to us. I am absolutely opposed to the smuggling of
roubles in our diplomatie pouech. The difficulties the
British have had in Moscow have come in large part from
their adoption of this practice, which seems to me be-
neath contempt. Grinko promised me that the cost of
supplies at Torgsin would be reduced and would be gol-
lated with the cost of living index of the leading coun-
tries eof Burcpe and the United States. He furthermore
promised me that he would make a private arrangement
with me for members of the Ameriecen diplomatic and con-
sular staffs in Moscow to obtain through me an adequaete
number of roubles for minor expenses at a fair rate.

1 asked one of his assistants whet this feir rate might
be end he said perhaps thirty to the dollar. I told
Grinko that we should probably cherge consular fees

in roubles at a rate to be fixed by ourselves and use
the roubles thus mequired for living expenses. He said
he had no objection. I am opposed to handling this
matter of rouble exchange except in an honorable and
above-board manner and I em sure that we can meke a
satisfactory arrangement with Orinko.

1 sat next to Grinko at a number of dinners and
banquets and managed to establish a friendly personal
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relationship with him which I think will be very help-
ful in the coming months. Incidentally, we agreed to
enter into a perscnal competition with Litvinov as um-
pire. On the first day of June, 1934, we are to compete
to see whether he speaks English better than I speak
Russian, and I venture to suggest that a suitable prize
for the winner would be a bronze mint medal with your
own head on it, if one exists. I hope you will agree.
0n Wednesday, December 20, Voroshilev, supreme gom-
mender of both the army and navy, hed invited me to dine
with him in the Kremlin, and Litvinov hed told me that
Stalin would be at the dinner. I had had several talks
with Voroshilov, who is one of the most charming persons
that I bave ever met. He has en immense sense of humor
and keeps himself in sueh perfect physieal eondition
that he looks like a man of 35. He told me that he was
especially anxious to have a full equipment of American
military, navel and air attachés in Moscow. I replied
that it was not our custom to have air attachéds. He
then asked if it might not be possible to have as
Assistant Military Attaché and Assistant Naval Attaché
men who were experts of the first weter in avietion,
as he hoped that he could obtain much good advice from
our representatives. I told him that I would bring
this matter to the attention of our Government when I
reached Washington. It is obvious that our representa-
tives in the Soviet Union today cen have a really im-
mense influence. If you wish, our military and naval
men ean play the part of an esdvisory military mission.
If we send men who will be ebsolutely on the level with
the Soviet Government and will refrain from spyling and
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dirty tricke of every variety we can establish a rela-
tionship whieh may be very useful in the future.

This will elsc be true of our diplomatic repre-
sentativea. There has been practically no sccial or
intellectual intercourse between the diplomats in Moscow
and the members of the Soviet Government. This lack
of elose relations has been due partly to the ineline-
tion of the foreign diplomatists to regard themselves
as sples in an enemy country and partly to the faoct that
the men who have been sent to the Union of Soviet
Socimlist Hepublics bore the Russians. The men at the
head of the Soviet Government today are really intel-
ligent, sophisticated, vigorous human beings and they
cannct be persuaded to waste their time with the ordinary
conventional diplomatist. On the other hand, they are
extremely eager to have contact with anyone who has
first-rate intelligence and dimension ms a human being.
They were, for example, delighted by young Kennan who
went in with me.

The dinner at Vercshilcv's wae carried out with
great formality. His military eside called for me with
his motor and conducted me through lines of scldiers
to Voroshilov's residence in a palace in the Kremlin.
There I found awaitiing me Mr. and Mrs. Voroshilov,
Stalin, Kalinin, Molotov, Litvinov; Egorov, Chief of
Starf; Me jlaouk, member of the Five Year Plan Commission;
Platakov, Assistant Commissar for Heavy Industry;
Koulbychev, President of the Five Year Plan Commission;
Kaganoviteh, Assistant Commissar for Heavy Industiry;

Ord jonikidzé, Member of the Revolutlonary War Couneil;
and the following men from the Foreign Office: Krestinski,
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Kerakhan, Sokolnikeff, and Ambassadors Troyanovsky and
Dovgaleveky.

Litvinov said to me as I looked over the room,
"This is the whole 'gang' that really runs thinge--the
ineide directorate."” I was introduced to Stelin after
I hed shaken hends with Kelinin end Molotov, but made
no effort to continue conversing with him before dinner,
considering 1t best to let him come to me in his own
good time. He drifted to one side of the room and I
to the other. I noticed that from time to time he looked
in my direotion out of the corner of his eye, as if he
Were sizing me up before coming to close quarters.

The first impression Stalin made was surprieing.

I had thought from his plotures that he was a very big
man with a face of iron and a booming voice. On the
contrary, he is rather short, the top of his head coming
to about my eye level, and of ordinary physique, wiry
rather than powerful. He was dressed in & common sol-
dier's uniform, with boots, black trousers and a gray-
grean ccat without marks or decorastions of any kind.
Before dinner he smoked a large underslung pipe, which-
he eontinued to hold in his left hand throughout dinner,
putting it on the teble only when he needed to use both
knife and fork. His eyes are curious, giving the im-
preseion of & dark brown filmed with dark blue. They
are small, intensely shrewd and continuously smiling.
The impression of shrewd humor is inereased by the

fact that the "ecrow's feet"™ which run out from them do
not branch up and down in the usual manner, but all
curve upward in long crescents., His hand is rather
emall with short fingers, wiry rather than strong. His
mustache covers his mouth so that it is diffieult to
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see Jjust what it is like, but when he laughs his lips curl
in & ecuricusly canine manner. The only other notable
feature about hie face is the length of his nostrils.

They are unusually long. With Lenin one felt at once

that one was in the presence of a great man; with Stalin

I felt I was talking to a wiry Gipsy with roots eand emo-
tions beyond my experience.

After we had consumed a tremendous hors d'ceuvre,
consisting of every conceivable kind of ecaviar and erab
and other Russian delicacy and every conceivable kind of
vodka and other aperitif we sat down. I was placed at
Medame Voroshilov's right at the center of ome cof the leong
8ides of the table. &Stalin was at her left. Immediately
opposite her was Vorcshilov with Kalinin on his right
and Molotov on his left. Litvinov was on my right and
on Stalin's left was Egorov, the Chief of Staff.

As soon as we had settled ourselves at the table
Stalin rose, lifted his glass and proposed a toast "To
Fresident Rocsevelt, who in spite of the mute growls of
the Fishes dared to recognize the Soviet Union." ZEveryone
drained his glass to the bottom and sat down again with
considerable leughter at Stalin's reference to Ham Fish.

I then proposed the health of President Kalinin and there-
upcn a series of toasts was begun which continued through-
out the entire meal. The next one was Molotov'e to me in
which he proposed "The health of one who cocmes to us as

a new Ambassador but an old friend."

After the tenth toast or so, I began to consider it
discreet to take merely & sip rather than drain my glass,
but Litvinov, who was next to me, told me that the gentle-
man who proposed the toast would be insulted if I did not
drink to the bottcm and that I must do so, wheresupon I
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continued to drink bottoms-up. There were perhaps fifty
toasts and I have never before so thanked God for the pos-
session of a head impervious to eny quantity of liquor.
Everyone at the table got into the mood of a college
fraternity banquet, and diseretion was conspiouous by its
absence. Litvinov whispered to me, "You told me that you
wouldn't stay here if you were going to be treated as an
outsider. Do you realize that everyone at this table has
completely forgotten that anyone is here except the members
of the inner gangt" That certainly seemed to be the casae.

Stalin proposed my health several times and I did his
once and we had considerable eonversation across Madame
Veroshilov. Toward the end of the dinner Stalin rose and
proposed the health and continued prosperity, happiness
and triumph of the American Army, the American Navy, the
Fresident and the whole United States. In return, I pro-
posed & toast "To the memory of Lenin and the ecntinued
success of the Soviet Union.®

There was a great deal of telk about the probability
of an attack by Japan. Stalin, on introducing Egorov to
me, sald, "This is the man who will lead our Army vio-
toriously ageinst Japen when Japan attacks," and proposed
a toast to Egorov and the Red Army in the same terms.
Just before the meal ended Stalin rose again and turning
to me sald, "There is one thing I want to ask of you.
The second line of our railroad to Vliadivostoock is not
completed. To complete it quiekly we need 250,000 tons
of steel rails at once. They need not be new rails.
Your rails are so much heavier than ours that the rails
you discard are good enough for us. Your reilways, I

understand, are reequipping themselves and will have
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many old rails to dispose of immediately. Cannot you
arrange for us to purchase the old rails? I 40 not ask
that they should be given to us, but only that our pur-
chase of them should be fecilitated." I replied that I
should be gled to do enything I eould in the matter and
asked where the rails should be delivered, to which Stalin
replied, "Vlaedivostock." I then asked whe in America would
meke the arrangements for their purchase and he replied,
"Bogdanov." Stalin then said, "Without those rails we
shall beet the Japanese, but if we have the rails it will
be esasier."

After dinner we adjourned to an ad joining drawing
room and Stalin seized Piatakov by the arm, marched him
to the planc and sat him down on the stool and ordered
bhim to play, whereupon Piatakov launched into a number
of wild Russian dances, Stalin standing behind him and
from time to time rutting his arm around Piatakov's neck
and squeezing him affectionately.

When Platekov had finished playing, Stelin came over
and sat down beside me and we talked for some time. He
sald he hoped that I would feel myself completely at home
in the Soviet Union; that he and all the members of the
Government had felt that I was a friend for 80 long, that
they had such admiration for yourself end the things you
were trylng to do in America that they felt we could co- .
operate with the greatest intimmey. I told him that you
slncerely hoped that war might be prevented in the Far
Eest and that the Soviet Government might work out its
great experiment in peace. He said, "I know that that is
what President Foosevelt wants end I hope you will tell
him from me that he is today, in spite of being the leader
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of a capitalist nation, one of the most popular men in
the Soviet Union.®

Stalin was feeling extremely gay, as we all were,
but he gave me the feeling that he was speaking honestly.
He had by this time made the impression on me of & man
not only of great shrewdness and inflexible will (Lenin,
you know, said of him that he had encugh will to equip
the entire Communist Party), but also possessed of the
quality of intuition in extracrdinary measure. Moreover,
like every reel statesman I have known, he has the quality
of being able to treat the most serious things with a
Joke and a twinkle in his eye. Llenin had that same quali-
ty. You have 1t.

A I got up to leave, Stalin said to me, "I want you
to understand that if you want to see me at any time, day
or night, you have only to let me know end I will see you
at once." This was a most extraordinary gesture on his
P&rt as he has hitherto refused to sea any Anbassador at
any time.

In order to avoid the Jealousy of my colleagues, I
said to Litvinov that 1t seemed to me desirable that it
should be made known to the Fress merely that I had been
at Voroshilov's and that Stalin had dropped in, and that
1 had had a talk with him., It was 80 arranged. It is
valuable to have the inside track, but it seems to me not
desirable to emphasize the faect to the world.

After I had said good-bye to Voroshilov and the
others, Stalin went to the door of the apartment with me
end said, "Is there enything at all in the Soviet Union
that you want? Anything?" There was one thing I wanted,
but I hesitated to ask for it, as Litvinov hed told me
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that the Moscow Soviet had definitely decided it would
not give us the building site in the center of the town's
park, and that & mep would be submitted to me showing
that the new canal would run through the property. There-
fore I firet said, "Everyone has been more than kind to
me and I should hesitate to esk for anything in addition,
éxcept that the intimate relations we have begun tonight
maey continue." Whereupon, Stalin said, "But I should
really like to show you that we appreciste not only what
the President has done, but also what you yourself have
done. Please understand that we should have received
politely any Ambassador that might have been sent us by
the Government of the United States, but we should have
received no one but yourself in this particuler way."

He seemed moved by & genuinely friendly emotion. There-
fore, I thanked him and seid that there was one thing
thet I should reelly like to have, that I could see in
my mind's eye en Americen Erbassy modelled on the home

of the author cof the Declaraticn of Independence on that
particular bluff overlooking the Moscow River, and that

I should be glad to know that that property might be
g£lven to the American Government as a site for an Embassy.
Stalin replied, ™"You shell have it.* Thereupon, I held
cut my hand to shake hands with Stalin and, to my amaze-
ment, Stalin took my head in his two hands and EBVEe me

8 large kiss! I swallowed my astonishment, and, when he
turned up his face for a return kise, I delivered it.

. This evening with Stalin and the inner eircle of the
Soviet Government seems slmost unbelievable in retrospect,
and I should have difficulty in convineing myself that

it was & reality if I had not on returning to my hotel
awakened my secretary and dictated the smlient faects to
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him. Moreover, the next day shortly before my departure
Litvinov told me that Stelin had given orders to the
Moscow Soviet that the property in the park should be
ours if we wished to have it.

I had a long and very importent conversation with
Litvinov on the morning of December 21 in regard to which
I cabled you briefly on my arrivel in Paris.

Litvinov began by =aying that he wanted to have a
serious telk with me and msked me whether the Government
of the United States would have eny objection to the Soviet
Government joining the League of Nations. I replied that
as I hed no codes I could not communicate with my Govern-
ment, but speaking for myself I could say without hesita-
tion that the CGovernment of the United States would have
nc objeetion.

I then msked Litvinov why the Soviet Government was
coneidering such a reversal of its established poliey.

He said that the Soviet Government was under great pres-
sure from France to join the league, that he and all other
members of the Soviet Government considered an attack by
Japen in the spring so probable thet everything possible
must be done to secure the western frontier of the Soviet
Union from attack; that he did not fear an immediate at-
tack by Germany or Polend or both combined, but that he
knew that conversations had teken place between Germany
and Poland looking toward an eventual atteck on the Soviet
Union if the Soviet Union should become embroiled in a
long war with Japan; thet he feared that & war with Japan
might dreg on for years and that after a couple of years
Germany end Polend combined might attack the Soviet Unionm,
Poland with the hope of annexing the Ukraine end parts of

-
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Lithuenia end Germany with the hope of annexing the re-
mainder of Lithuanie as well as Latvie and Estonia. France
hed offered to meke a defensive alliance with the Soviet
Union providing that if either party were attacked by
Germany the other party should et cnce declare war on
GCermeny, but France felt that thies could be done only with-
in the framework of the League of Netions because of the
diffioulties ceused by the Locarno agreements, and that

in order to obtain this defensive alliance with Franece it
would be necessary for the Soviet Union to enter the League.

I asked Litvinov how an alliance of this sort could
be reconciled with the Covenant of the League and he said
that it would be brought before the League as a "regional
understanding.” I told him that there eeemed %o me to be
a considerable region separating France and Russie and he
sald that the proximity of both to Germany wes a sufficient
excuse. I pointed out that Russie had no common border
with Germeny, but he said with a laugh that Germeny was
quite close enough to make an agreement a "regional
understending." I asked him if he considered it probable
thet the Red Army would march against Cermany to support
France. He said he considered that it would be easy com-
peared with the diffieulty of getting the French Army to
march ageinst Germany toc support the Soviet Union.

We had a long discussion of the situstion in the Far
East and he expressed the opinion that no one could say,
not even in Japan, whether or not an attack by Japan would
be made this spring; that the issue would depend on very
personal feotors; that the oivil government had today no
power whatever and that 1f Genersl Araki should reach the
position of Dietator, whiech was probable, an attack on the
Soviet Unicon this spring would be certain.




-0 =

We discussed weys and meane of preventing such an
attack. Litvinov suggested that in sddition to the supply-
ing of the steel rails, of which Stalin had spoken to me
the previous evening, the most effective meens of fore-
stalling an attack would be the institution by the United
States of proposals for non-aggression pacte between the
United States, the Soviet Unicn, China and Jeapan. I
explained to him the difficulties in the way of any such
propoeal. He then said that he felt that anything that
oould be done to make the Japanese believe that the United
States was ready to cooperate with Russia, even though
there might be no basis for the belief, would be valuable.
He esked whether it might not be possible for an Ameriocan
Bquadron or an individus]l warship to pay & vislt during
the spring to Vladivostoek or to Leningred. I said that
I could not answer that question, but would submit it to
you.

Litvinov said that it would be very important if it
should be possible to obtein essurances from Frence and
Great Britein and the United States thet loans or eredits
would not be given to the Japenese Government for war
purposes. I told him that I hed good personal reason to
believe that such assurances might be obtained. He ex-
pressed extreme skepticism. I did not go inte the de-
tails of the matter, but assured him that he could take
it from me personally that there might be such a possi-
bility.

I had in mind, of course, the assurances whiech I
obtained last January from Neville Chamberlain, repre-
senting the British Guv-rﬁm.nt on the one hand, and from
Faul Boneour, representing the French Government on the
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other hand. You will remember that Boncour gave & verbal
assurance thet the Japanese would receive no loans or
credits in France for war purpcses and Chamberlain gave

me an alde-mémoire which I turned over to you (which is
doubtless in your most personal file at the present
moment), which indicated that the British Government would
not ellew any money to be loaned by English banks to Japan
except for ordinary commercial purposes.

I had attempted repeatedly tc obtein from Litvinov
the figures which were wanted by the Department in regard
to Soviet obligations in Germeny, but Litvinov hed replied
inveriably that the figures were not available in Mosoow
tut only in Berlin; that he hed telegraphed to Berlin for
them and that he would telegraph them to Skvirsky to com-
munieate tc the Department of State as scon ms they were
available.

We then talked about gemerel commerciel poliey and
Litvinov expressed the opinion that the United States could
not take more than §60,000,000 worth of goods from the
Soviet Union in any one year, and that if we wanted an
export trade with the Soviet Union of more than this
amcunt we would have to extend long-term credits. He
said that the Soviet Union was not interested in develop-
ing & large export end import trade, but hoped to make
itself as nearly self-sufficient as possible. On the other
hand, if considerable credits could be cbtained, the
Soviet Union would be glad to continue to buy from the
United States considerable gquantities of imports of all
kinde. I asked him what was his idea with regsrd to
payments and he replied that his ldea was that the United
States should take from the Soviet Union each year
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sufficient imports toc cover interest payments and amortiza-
tion on long-term loans.

In this eonnection, it is perhaps worth while to point
out that Mr. Mejlecuk, member of the Five Year Plan Com--
migsion, informed me thet the new Five Year Flan would
bring up the tempo of production of consumer's goods to
the tempo of the production of producer's goods, and that
a great effort was to be made during the next five years
to raise the standard of living. He said machine tools
would be the chief artieles of import from Americe.

Litvinov's entire precccupation at the present time
is the ﬁrtlirfltian of peace in the Far East. 1 am con-
vinced that there ig mlmost nothing that the Soviet Union
will not glve us in the way of commercial sgreements, or
anything else, in return for our moral support in pre-
serving peace.

Litvinov gave a tremendous reception for me on the
next afternocn, December 21, and that evening we left for
Paris.

I arrived in Berlin on December 23 and lunched with
Dodd end his femily. Dodd asked me to speak to you frenk-
ly sbout the situation in the Embasey at Berlin. He eaid
that Flack was an exceptionally able secretary, much the
best man in his staff--and having had Flack with me on the
trip to Mbépcow I e¢an endorse Dodd's remarks fully. Dodd
said that the Department had recently sent him two socecial
favorites (1) Jack White, as counselor, and (2) Orme Wilson,
as sacreatary, who knew something about South America, but
knew nothing about Europe, and seemed to care only for
sooial things. Moreover, the Department, acting with thes
greatest irregularity, had sent him a letter ordering him




- BB =

to place Orme Wilson in charge over the head of Flack, who
88 the senior officer at the post in the same class in the
Service should normally sssume cherge in the absence of
bimself and White. He said that this hed been a terrible
blew to Flack, thet he could not understend it unless it
wWas simply a plece of sccial polities in the Department.
He said he had written vigorous letters of protest to
Fhillipe in regard to this action, which had upset his
entire Embassy staff. He considered Fleck essential and
Wilson relatively useless, adding that Wilson hed already
made himself scciaelly insufferable.

I reached Paris on Christmas eve, December 24. (Claudel
telephoned me from Brussels, where he is Ambassador, and
sald he wanted to have & talk with me. I sew him on Decem-
ber 27. He hed just spent the morning with Bonecour and
Hymens and I asked him to give me an sccount of French
intenticns with regard to Germany, which he did with his
customary frankness,

Claudel seid that France would continue to oppose all
German rearmement; thet when the Disarmsment Conference
reessembled on January 21 France would bring forth a plan
of disarmement which Germeny would not accept. I suggested
that Germeny would simply go on rearming and asked what
France would do in that case. He replied that France
would do absclutely nothing, that France had such con-
fidence in the new fortifications that she was convineed
that Germany could not atteck her and that when Germeny
had made herself strong enmough to attack France's allies
France would await the German atteck end would then attmck
Germany from the rear. I said to him that this seemed to
me & method of allowing Germany to dominete the Continent
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of Europe, whereupon he replied that the French Government
realized that it was very dengerous, but that the opinion
of France was absolutely pacifist at the moment; that no
Banctions would be supported by the country, end thet there
wes nothing to do but to rely on Germeny to behave with
her customary idioecy and arouse the people of France and
the whole of Europe.

I subsequently had meny conversations in Paris and
found that this feeble procedure is the one which will
probably be pursued by the French Government. Claudel
esked me to convey to you his warmest personal regards
end to tell you that through thick and thin he was fight-
ing to promote beliel in your sucocess. I have discovered
from different sources that this is true.

Thursday, December 28, I had lunch with de Tessan,
Under Secretary for Foreign Affeirs, who hes written e
book on you and your Administration and is an intense
admirer of all things American. He got very excited when
I told him that the debt situstion could not go on for-
ever and that it seemed to me rether tragic that with a
real friend of France in the White House and France need-
ing deeply the moral support of the United States against
Germany, it should be inevitable that the United States
should have to point out to the world the dishonest pro-.
cedure of the French Government in defaulting on its debts.

De Tessan insisted thet I should have tea with Boneour
at% the Qual 4'Orsay, which I did. Bonecour seemed somewhat
disturbed but not so upset as de Tessan and said that
French public opinion was absolutely unprepered to make
any debt settlement whatsocever, that there must be a new
"faot". I told him that the French Government had only
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itself to blame for the situstion end must take the con-
Bequences. He began to talk sbout approaches and I told
him that no approaches were possible; that if he had any-
thing to say to you on this subject, or any other of
prisary importance, he should say it directly through de
Laboulaye and through no cne else.

I had a chance to ask him about the matter of loans
to the Japanese and inquired whether the promise he had
given me last winter still held good., He said it still
held good absolutely, that there was no chence whatso-
ever of the Japanese getiing any loans or eredits in
France for war purposes. It seems to me that we should
have this matter pinned down by en offieisl eall from our
representative in Peris, ms my conversation wes of a
personal nature. We should obviously get in touech with
the British in regard to this matter slso, and since
Heville Chamberlain made the written promise to us last
year it may be possible to deal with this matter privately
through him in heonor and confidence, as Sir John Simon
need not know anything about it.

Dodd hed told me thet Neurath had told him that the
German Military Atteché in Tokyo had cabled that the
Japanese had definitely decided to make war on the Soviet
Union this spring. I did not repeat this to Boneour, but
I asked Boncour what his opinion was in regard to the
same matter. Bonecour replied at first that he feared very
much that Japan would attack, then said, "I do expect Japan
to attack this spring, but after all meny wars which omne
expects to break out do not break out.n
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In conclusion:

l. It is obvious that the French Government will do
nothing in the way of settling the debts unless we give
Frenoh opinion a severe jolt, as suggested by Herriot.

2. Talks on my way home with Prittwitz and Scheffer
and othere in Berlin convinced me that the German Govern-
ment will continue its poliey of talking like a lamb and
arming feverishly in the belief that within two years
Germany will be stronger than France.

3. It 1s obvious that the Soviet Government values
80 highly the moral support it may receive from the
United States in the matter of preventing war with Japan
that there is almost notiing we may not ask for end ob-
tain at the present tima.

It was & good trip, unmarred by a single unpleesant
ineident.

Blessings on you for the New Year.

Yours devotedly,

dﬂam@ﬂ_ﬂ—



REFLY OF MR, MIKHAIL FALININ, FRESIDENT OF THE
CENTRAL EXECUTIVE COMMITTEE OF THE UNION OF
SOVIET SOCIALIET REFUELICS, TO0 THE REMARKS OF

THE HONORABLE WILLIAM C. BULLITT, UPON THE 0(C-
CASION OF THE LATTER'S PRESENTATION OF HIS 1ETTERS
OF CREDENCE AS AMBASSADOR OF THE UNITED STATES

OF AMERICA TO THE UNION OF SOVIET SOCIALIST
REPUBLICS

Mr. Ambassador:

I have the honor to receive from you the letters
which aceredit you as Ambassador of the United States of
Ameriea to the Government of the Union of Soviet Soeialist
Republies. I am sincerely moved by the cordial and friend-
ly greetings which you have conveyed to me from the Presi-
dent. 4ind on my part I beg you to convey my sincerest and
most friendly greetings and wishes for the happiness and
Prosperity of your great country.

The outstanding role whigh you personally, Mr. Ambassa-
dor, have played in the matter of mutual rapprochement of our
two countries is well known to the wide public in the Union
of Soviet Soeialist Hepublics, and the very fact, therefore,
thet it was precisely you who were chosen by the President
of the United States as the first Ambassador in the USSR,
in itself is considered by us as an act of friendship.

1 was always deeply convinced that as soon as the
artificial barriers in the way of establishing cooperation
between the peoples of the USSR and the American people
Wwere removed, such cooperation would assums the widest and
most varied forms, and that with gocd will and mutusl respect
cn both sides, the difference in socio-political systems
a;iating in the two countries need not at all be an obstacle
thereto.

I fully share your convietion that between the peoples
of the USSR and the Ameriecan people there can and should
exist not only normal but genuinely friendly relations. I
wish toc assure you that on its part the Scoviet Government
is filled with the firm determination to help develor and
strengthen precisely such relastions. The best foundation
for suech sincersly friendly relations and for their all-sided
development is the unswerving will for the maintaining and
consolidation of peace which inspires both the peoples of
the Soviet Union and the American reople.

I thank you, Mr. Ambassador, for the cordial wishes ex-
pressed by you to the Union of Soviet Socialist Republics
and to me personally. I assure you that in the realization
of those high tasks in which you rightly see the important
historie significance of your mission, you will always meet
with the fullest and most mctive ecoperation on my part and
onh;.ha part of the Government of the Soviet Soeiamlist Re -
publiecs.
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This telegram must be Moscow

cloeely paraphrased be-

fore being communicated Dated March 18, 1934

to anyone. (d).
Rec'd 6:10 p, m,

Secretary of State,
Washington,

20, March 18, 6 p. m,

S T ——— i

Your 11, March 17, 1 p, m., juet received. I shall
communicate substance to Litvinov tomorrow, I saw him
this morining in hospital, At first he oategorically
refused to consider anything but a cash loan. However
after long argument he agreed to refer entire matter to
8talin,

The hundred million crown Swedish loan produced
general conviction in Mosocow that direct loans may now
be expected by the Soviet Union from many nations and
has stiffened greatly Soviet attitude,

What is the status of Johnson Bill? Are ordinary

oommeroial credits to Soviet Government now illegal?

BULLITT

CIB
HEM
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Copy .
f;m March 19, 1934,

AMEMBASSY

KOscOoW

Your 20, March 18, & p.m.

Johnson bill has passed Zenate and will probably pass
House April second. It prohibits the purchase or sale in
the United States of obligations hereafter issued by any
Government in debt default to our Government except in con=
nection with the Export-Import Bank emd credit transactions.
But by resolution of the Bank there can be no such transac-
tions with the Soviet Union until debt agreement acceptable
to the President is concluded. It follows thet enactment of
Johnson bill coupled with failure to reach sgreement would
prevent the Soviet Government end its agent Amtorg from
meking any purchases in the United States otherwise than for
cash certainly where the sellers expect to dispose of the
obligations. This stresses the importance of both countries
speeding sgreement relative to debts. Prior to ensctment

of Johnson bill existing situation with regard to ordinary

et .
Chy e ) -

commercial credits unchanged.

EE RFK:EBS
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This telegram must be

closely paraphrased be- Moscow
fore belng communicated
to anyone. (D) Dated March 21, 1934

Rec'd 9:30 Ps Mg

Secretary of State,
Washington,

25, March 21, 9 p. m,

Continuing my 24, Harch 21, 8 p. m,

We discussed the question of a general non-aggression
pact In the Pacific, Litvinov sald "There are two ways to
approach such a pact (first) in the hope that such a pact
may be coneluded (second) in the hope that such a pact may
be proposed and rejscted by the Japanese. To econclude such
& pact 1t will be nocessary to leave out China so that the
matter of Manchukuo will not arise." T expressod tho
personal opinion that the Government of ths Unitad States
would under no conditions desire to adhers to eny pact
which dld not ineclude China.

Litvinov then said that the Japancse would cartainly
nover agree to sign any pact which included china unloas
Hanchukuo should boe rocognized; that the Soviat Government
would be glad to aign a pact involving the rocognition of
ilanchukuo as a quid pro quo for Japan, I roplied that I
folt suro tho Goverument of tho Unlted States was not pre-

pared to recognize lianchukuo,

BULLITT
13B=CSB
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ASSISTANT SECRETARY OF STATE j t _e

WASHINGTON
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uafeh 22, 1934,

Dear kr, President:

The attached important despatches
from Lr, Bullitt cen be retained in your
file.

Ambassador Troyanovsky called at
my office this morning, but did not in-
dicate that he had received any important
information from Moscow and, therefore,
I did not bring on any discussion of the
subjects dealt with in Mr. Bullitt's des-
patchas.

Referring to Mr. Bullitt's mention
of the Johnson Bill, we are informed that
the Bill,which has passed the Senate, will
Probably pass the House on April 2nd.

Yours wery sincerely,

CEL Rt i
Enclosures:

Coples of despatches
Nos. 24 and £5.

The President,
The TWhite House.
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This telegram must be

closely paraphrased be=- Moscow
fore belng commun’cated
to anyone. (D) Dated March 21, 1934

Rec'd 11:40 p. m.

Jecretary of State,

Washington.

24, March 21, 8 p, m,

5 ittt A D

Litvinov, In another long conversation at the hospital
today, relterated his unwillingness to settle on the basis
of credits saylng "We shall nevor accevt credits in place
of a loan. We mipht agree to spend the entire proceeds of
8 loan in the United States but what we insist upon is a
stralght loan 1like tho one the Swedlsh Government has just
granted us so that we can pay for all our Amarican purchasos
in cash.,"

I repliocd that th» message I had received from the
Prosidont was decislve, that no loan could or would be
granted. I added thet if his position should be unaltorablo
I would wish to cable the Prosidont immediatoly so that the
sxport Import Bank might bo liquldated at onco and all
thought of trade with tho Soviot Union abandoned. I then
oxprosscd tho hopo that in the absonco of trado our relations
might novortheloss roemain friondly. Litvinov answorad
"Yo eould romain on friondly torms with tho Unitod Statos

without



2-#24, From Moscow, March 21,8p.m.

without mutual trade but I fear that the United States would
not remain on friendly terms with the Soviet Union." I made
no reply as it seemed to me that he had caught with
sufficlent force the implication of my remark, Litvinov
then sald that he had not yet submitted the gquestion to
Stalin but would do so within the next two or three days

in writing as he will be confined to the hospital for at
least a week. He said that hls Government might wish to
make a decision while ha was sti1ll in the hosplital but that
he thought decision would be delayod until he could discuss
the matter with Stalin personally and perhaps until
Bogdanov's arrival at the ond of this month,

It soems to me highly desirable that the Johnson Bill
should beo passed as soon ag possible and that the Depart-
ment should adopt a firm attitude with Troyanovsky and
bring to his attontion the revulsion of feeling which would
be likely to take placo in tho Unitod States 1f the Soviet
should so scon after rocognition fail to continuo tho policy
of cooperation botwcen our two countrios,

Frovious ncgotiations with Litvinov have lod ms to ob-
sorve that his docisive nogations arc often followed
by acquiosconce and I do not considor the prosont problom
insolublo.

BULLITT
RR=-WWC
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This telegram must be

closely paraphrased be- April 9, 1934.
fore being communicated

to anyone. (D) 4 p.m.

AMEMBASEY
Moscow

36

Your 43, 44 and 45.

Since you were present at all conversations with
Litvinov in Washington you are perhaps in better position
than anyone else to understand how perfectly indefensible
is his present attitude. Approve your idea of refraining
from any further suggestion for time being unless it is
invited by Litvinov and you can be confident there will be
no negotiations here with Troyanovsky or public statements
about debt agreement of which you are not previcusly notified.
You are wise to delay considering gquestion of establishing
consulates, even a consulate at Leningrad, Confidendally
you may think it desirable to intimate in your own way to
Litvinov that if the understanding had while he was here
is to be repudiated it may not be worthwhile to provide
any consulates or proceed in certain other prespects. S.A.
Trone dropped in while the above was being written and
expressed great apprehension that failure of contemplated

trade
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trade with Soviet will furnish encouragement to Japan.

It would seem that Litvinov should appreciate the necessity
of doing everything possible to retain the advantage he
obtained by recognition and the prospect of active trade.

(RWM)

A-M RwM-HM



DEPARTMENT OF STATE

THE SECRETARY
April 18, 1934.

HEMORANDUM OF CONVERSATION BETWEEN SECRETARY HULL AND
THE AMBASSADOR OF THE UNICH OF SOCIALIST

AL PUBLICS Lals i L LB Uy, ! HUVEK |

Debt.

The Soviet Ambassador called and stated that he
wae instructed by hie Government to discuss further
with me the debt situation existing between the Soviet
Government and the United States Government. I replied
that when I returmed from Latin America in Jamuary I
was informed that an understanding had been reached
between the President and Mr. Bullitt on the one side
and Commissar Litvinoff on the other, to the effect
the Soviet Government would pay from 75 to 150 millionm
dollars in settlement of all imdebtedness existing
againet his government and in favor of the United
gtates Government and its nationals. The Ambassador
then stated that Mr. Litvinoff was very much disturbed
about the reports he had changed his position; that,
acoording to his version of the debt conversations, he

had
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DEPARTMENT OF STATE

THE SECRETARY
=T

that of his Govermment. I asswed the Ambassador that
1 would be glad to lay thie matter of an engagement
before the President for him to determine. The
Ambagsador stated that he would be glad to see the
President before the 19th of April since he would be
obliged to leave for Chicago at that time.

. C.H.
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ASSISTANT SECRETARY OF STATE
WASHINGTON

April 21, 1934,

Dear Miss Le Hand:

Attached are a despatech end letter with
reference to kr. Rubinin, who is expected to
arrive in Weshington this evening, Mr.
Troyanovsky has been urging us to try to
arrange an interview for him with the President,
end it seems to me that you are wise in suggest-
ing that the Presldent may find it convenient
to see the two men &t the same time. Whether
thet would be satisfactory to the Ambessador,

I do not yet know, but will know before I ses
the Fresident.

I am holding back the other much more
lengthy letter of Bullitt to me, which, how-
ever, I will show you Monday.

Yours very sincerely,

Enclosures: Wmm
Letter and des-

pateh from Am-
bassador Bullitt.

Miss Marguerite A. Le Hand,
Personal Secretary to the President,
The White House,
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This telegram must be
closely paraphrased be=-

fore being commmnicated
to anyone (D) Moscow

Dated April 13, 1934
Rec'd 12:35 p.m,

Secretary of State,
Washington,

51, April 13, 1 p.m,

R T SOl R P

Your telegram Nc. 42, April 18, 1 p.n,

},#’;;’ Rubinin's trir ostensibly is to familiarize
himself with the United States, His real purpose is to
give Troyesnovsky an intimate view of Litvinov's position
with regard to the matter of debts and claims and to bring
back to Moscow first hand information as to the position
of the Government of the United States,

* I am informed unofficislly but I think reliably
that Troyanovsky has roported that he is in a helpless
position being unable successfully to interpret the
assurances which Litvinov gave in Washington or to contest
the position taken by the Department.

I feel sure that Rubinin has not been empowered
/4 enter into any negotiations but merely to give and

receive information. Ievertheless I attach great
importance to his roceiving a swift impact,

RR WSB
800,51 W 89 U.S.8.R./29 BULLITT



Moscow, April 3, 1934.

Dear Judge Moore:
I have just ascertained that MNr. Evﬁgéni
Vliadimirovitch Rubinin, who is in charge of

the Western European and American Sections of
the Soviet Forelgn Office, 1s leaving for the
United States on April 10. He will be in
Washington for about one week.

Mr. Rubinin is in a position to be enor-
mously helpful or harmful to us here, and I
trust that you will receive him with more than
the usual courtesies. He 1s a delightful young
fellow. His French 1s perfect and he has a
working knowledge of English.

Every good wish to you.

Yours very sincerely,

The Honorable Jﬁt@ﬁ_ﬁﬂ ' t ;

R. Walton Moore,
Department of State,
Washington.,
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This telegreom must be

closely paraphrased be= MOoBCOW

fore being communicated

to anyone (D) Dated April 22, 1934

Rec'ds 10,25 p.m.

Secretary of State,

Washington

60, April 22, 5 p.m.

Your telegraom No, 47 April 20, 6 p..

Soviet remction tc Japan's announcement in regard
to China is one of unalloyed delight, The position of the
Soviet Union is regarded ns greatly improvod  since it 13
considered likely thot thwe United States and OGreal Britain
now will have to pppose Japan openly whoroas the Soviet :
Tnion will be able to remaln dlserestly in the backgound
and may thus avolid the war with Japan which has been
conglderod inevitablo.

Litinov, grinning bSroadly, sail to me today: "
poerhaps your Govermmont will renlizc now thet thero is no
1lirit to which Jopan will not go. Any concessidén whatever
loads meroly to furthor demands. This is equivalent to
proclamation of a protoctorate ovor China,

I know that the Japanese Ministor in Peiping

informed the British and Gorman Ministors in nﬂvnnce.Th
o
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Tha British Minister scid ho eould not nsaont, Tho
Gorman nssontods You will noto.that tho Japanocso uunnuca;
mont was not diroet:d agairst tho Goran instructions of tho
Chinoso army which to my mind moans that thoso instructions
are tho agonts of the Japanoso Government rothor than of
tha Chinoso Govormment. Tho announcomont wons diroctod
against tho Unitod Stcotos 1nd against theo Loaguo of fintions
whoss committoo hoadud by R; mﬁ#ﬁf 8 about to ronort,
Thore is but on: way to stop Japan today ond that
is to eqll on 2ll powors intorestod in tho Foelfic for a
po.at protost, Tho Vnitod Status, tho Soviut Union, Groat
Britain, Pranco, Holland -nd Italy should bo invitid to
Jointin o protont:’
I asked Litvinov why hs did not ineclude Gornany.
o said that ho bolioved Gurmany wans much too closo to
Jopan at tho momont to do anything but make trouble, I
askod him if ho d1d not think action should como by way of
tho Loaguo. Ho roplicd that . tho Loaguo would tako
no action; that this wos o matter for tho Poclfic powors,
I askod him if ho thought words would bgfhny use unloss wo

worc reddy to baeck thum up by aets which none of us w-ore
anxious to porform. Ho answorod that thus fer Ja an had

only uscd words and thrt at’ tho momont words woro a fitting

ropl
ks T S
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Litvinoy said: "If you allow this statemont of
tho Japancso Foroign Offico to pass without commont tho
Japanose in tho futuro will insist thot 1t has ostablishod
a definlto poliey and thot you have acqubscod by your
siloneo",

I made no comment on tho forogoing obsorv-tions but
askod Litvinov how his nogotiations with rogard to tho
Chinoso Railway worc progrossing. Ho saild that ho had
su'mittod anothor offor to Japan.but akthough tho Japanoso
had promiscd to discrnss it thoy had not donec so,

Tho Chincso Chargo 4' Affnirs this morning informod
mo in strictost confidoneo that early in March of this yoar
“ho Soviot Governmont had said to him that if tho Chinose
Govornmont would doclare war on Japan tho Soviet Govogrnmont
would ontor that war on tho sido of China., Ho sald tht
this proposal had boon made to him in tho most formal mannor
but that his Govornmont had not takon 1t soriously and had
not roplicds The Chinosa Chargo d' Affairs told mo further
that nelther Litvinov nor any othor official of tho Forolgn
Offico had discussod tho rocont Japancsc announcomant with
him; that tho Russions woro dolightcd and would attompt to
rom2in completoly in tho background and pormit the Unitod
Statos and England to got into tho foroground of opposition

to Jopan. Ho oxprossod tho opinion that tho noto was
ossontially
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osgontlally dircetod against tho United Statousj that
Ingland eould not bo rolied on for anything but hypoeriticel
orposition to Japan as sho was attémptiuﬁpn do in Tibot
proclsioy the samo thirg that Japan was doing in Manchuria
and Worth China,

Tho Soviet pross undcr odors has rofraived from

commont on the Japanosu announcomont .

BULLITT

IRIC
HiD
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This telegram must be ;
clogely paraphrased be- April 23, 1934,

fore being communicated
to anyone. (D) 2 p.m.

AMEMBASSEY
MoSCOow

50 -SEREGTEY CONFIDENTIAT™

FROKM MOORE

I went over the situation fully with the President
Saturday and he approves your course. He concurs in your
thought we should awalt further suggestion as to debts
which we believe may be expected. If and when that occurs,
he may indicate some modifications he is willing toaccept.
He has entire confidence in you and you are at liberty in
your own tactful way to intimate to Litvinoff how the re-
lations of the two countries may be unfortunately affected
by failure to agree, this having reference to construction
of bulldings, establishing consulates, et cetera. For the
moment it would seem that only the Consulate at Leningrad
should be seriously considered. Troyanovsky now wishes to
see the President alone instead of calling at the White
House to introduce Rubinin. 8kvirsky pretends to regard
Rubinin as not officially important, but we will show him
all the courtesy possible.

PHILLIPE
ACTING

FWM: RFK: EBS RFK




DEPARTMENT OF STATE

ASSISTANT SECRETARY

hy 1'?,. 1934,

For The President:

Attached is a despatch received from Bullitt
this morning. A proposed reply is also attached,
but since the latter was dictated, I have thought
best to confer with Mr, Peek, and this has been
arranged for 2:30, following which, this afternoen

or tomerrow, I shall hope to see the President.
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ME

This telegraom must be

closely paraphrased be-

fore being communiccted

to anyone (D)
Mos cow _
Dated May 16, 1934
Recld B8:16 p.m.

3ecretary of State,

Washington.

B85, Moy 16, 10 p.m.

This afternoon I leid the original Dspartmont
droft agreement belore Hrestinsky and Rubinlin and
propoged that we shoul! nttempt to deflne our exact
points of dlangresment. Krestlinsky ls adverse to
take the Department draft os the basis for discussion
saying thot 1t was Impoasible to discuss detalls
such as total indebtedness and lntorest rates so long
as thore was no agrerment on the basle question of
tho fom of cirodlt,

After o long fruitless discusslon Krestinsky said:
"Plonse inform your Government that we will have
nothing to do with financlal standing of Amorlccon
corporations for crodits in which tho Expﬁrt-Impurt
Bank will partiecipato. 23ither a eredit at the bank
for double tho amount of dobt payment or o flat
agrooment by the bank to discount l00ioviot ob-
ligntions to twice th. amount of tho debt pa:muutliu

a -




CORRECTED PAGE Mg"
2-#85 from Moscow May 16, 10 pm

e 8#ho qua non for any settlement, Let the bank
agree at once to discount 100§ $200,000,000 of
Amtorg obllgations and we will pay 100,000,000 om
indebtedness and the matter will be settled, We will
make no agroement unless it places us in a position
to buy for cash and not on credit, We can get all
the private credits we want in the United States,"

I told Krestinaky that I was certain that my
Government would not make any such agreement and
suggested that it was mcroly & waste of time for us
to continue our conversations, adding that the
Department might as well present immediately ita
absolute minimum to Troyanovsky in written form so
that both governments might co@se to cherish illusions,
He protested that he preferred infinitely to continue

(when?)
conversations here, Rubinin followed me which I left
Krestinslir: office and for an hour tried to persuade
me to recommend acceptance of the proposal of the .
Soviet Union. I told him that acceptance was impossible,

Kreatinékyls acute disinclination to terminate
our discussions makes me inclined to believe that his
8ino qua non is not a roal ultimatum, But he was so

categorical






FROPOSED REPLY TO BULLITT

Your 85, May 16, 10 p. m,

0f course approve your refusal to acecept proposition,
which practically means an unconditional loan of two
hundred million dollars. Since all credit transactions
would be placed under the control of Amtorg with power to
decide terms, class of goods purchased, and what preference
given producers, it would to a large extent place our
business at the will of Amtorg, end the Export-Import Bank
would really pass out of the picture. Mr. Peek is also
pesitive in this view,

Likewise approve your statement to eofficials of
uselessness to protract discussion if their propesition
is final.

You may think it expedient to suggest in ocase that is
the situation, that they may desire to instruct Troyanovsky
to take up the matter here. The President might succeed
in impressing him with the fact that his Government is
deviating from all that was understood while Litvinov was
in Washington and the importence of egreeing differences on
a mutually advantageous basis so as to preserve entirely

friendly relations.
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IHE DERT NEGOTIATIONS WITH THE SOVIET ~  M-2 'l
Y

This memorandum summarizing the negotiations that have

a

e Sl
been had, the President may find of some use in advance of

his conversation with Mr. Troyanovsky.

1. The attached paper marked "A" is the proposal,
drafted before Mr. Bullitt left here, to be suggested to the
Boviet as expreseing the general underetanding reached while
Mr, Litvinoff wae here.

Bhortly after the statement was handed Mr. Troyanoveky,
following Mr. Bullitt's departure, he sald that he was not
in a position to discuss it but had trenemitted t to Mosoow
for discuseion thnrnf end eince then the entire negotiation
has been carried on in Moscow and Mr., Bullitt has requested
that nothing shall be done or said here without informing
hinfln as to avold any confusion,

8. The attached peaper marked "B" 41s Mr, Bullitt's deapatch
narrating his interview with Mr. Litvinoff and showing how
materially the latter had sought to escape the understending
by calling for a very large straight loan from our Government
and otherwise. The paper marked "C" is our reply to that
despatch.

2. The papersattached marked "D" is Mr. Bullitt's despatch
advising that Litvinoff had proposed a straight credit in sub-

stitution for a loan and that Litvinoff had angrily said that
thise
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this was his last word and he would have no other proposition
to make. The paper marked "E" ies our reply to that despatch.

The other day Mr. Rubinin, who 1s a very important
official in the Foreign Office at Moscow, came here, un-
doubtedly for the purpose of conferring with Troyanoveky
relative the matter under negotiation in Moscow. He was
Troyanoveky's guest at the Embasey and immediately
Troyanoveky began to urge thi?rggﬁggv:¥¥grdud an opportunity
to talk with the President.

What Troyenoveky will suggest is not known, but whatever
he suggests will have been inspired by Litvinoff through
Rubinin., I respectfully submit that any proposal he may
poseibly make differing from Litvinoff's ultimatum should
8imply be promised careful consideration and communicated
at once to Bullitt,

Troyanoveky may refer to the action of the Export Import
Bank in determining to refrain from specific credit trans-
actions until a debt egreement satisfactory to the President
is arrived at. When I was with Mr. Rubinin the other day,

I explained to him how reamsonable it was for the bank to take
that action in view of the fact that it was always understood
that the two subjects of a debt mgreement and the support by
the bank of Russian purchases in this country were so linked
together that it would be perfectly illogical for us to ex—

: tend
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tend any oredit in advance of a satisfactory debt agreement
and I believe that Rubinin, appreciating this, was inclined
to dl scard his previously expressed opinion that the mction g
of the bank waes an unfair method of trying to force the

Boviet into a debt mgreement acceptable to the President.

) ) (:;Lvr1~;€idfiz:r_:)ﬁ?zﬂﬂfﬁ-h-ﬁa
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The Honorable

The Secretary of State.

Eir:

I have the honor to refer to the conversations be-
tween the President of the United States and the Commissar
for Foreign Affairs of my Government with regard to the
question of the settlement of debts and claims, and to
subsequent discussions of that matter, and to inform you
that in full settlement of the indebtedness of former
Governments of Russia to the Government of the United
Btates and its nationals, and of all claims of natlionals
of the United States against my Government, arising prior
to November 16, 1933, with the exception of claims arising
out of contracts for services, goods, supplies, or materiel,
entered into between my Government, or an Agent therecf,
and American nationals, my Government will pay to yaur
Government, in currency of the United States, the sum of
One Hundred and Fifty Millon Dollars ($150,000,000.00),
together with interest, in the manner hereinafter provided,
the payment to be completed within twenty (20) years.

On all credits or loans to be extended after the date
hereof to my Government or any of its agencies by your
Government, its nationals, or any agencles of either, my
Government will pay, in addition to the charges or interest
contracted for in each particular transaction, an additional
sum hereinater called "additional interest", namely, ten
(10) per centum per annum of the respective amount upon
which the contractual charge or interest is based, such

additional
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additional interest to be pald at the same respective times
that the contractual charge or interest is paid. Such ad-
ditional interest shall be paid to the Export-Import Bank

of Washington, D. C., or to any other agency or agencies

your Government may designate, for the account of the

United States Treasury, and applied first toward the interest
on the above sum of One Hundred and Fifty Million Dollars
($150,000,000.00), and thereafter to the reduction of the
principal thereof.

A credit or loan 1s deemed to be extended under the
above provisions upon elither the opening of an irrevocable
credit or the granting of a loan.

My Government will submit to your Government from time
to time, as 1t may be requested, a schedule of all credits
or loans extended to it by nationals of your Government.

The said sum of One Hundred and Fifty Million Dollars
($150,000,000.00) shall bear interest at the rate of five
(5) per centum per annum, commenéing July 1, 1934, payable
semiannually, on the first day of January and the first
day of July of each succeeding year. Any interest remain-
ing unpaid on these respective dates shall be added to the
principal and shall thereafter bear interest at the same
rate per annum,

The said sum of One Hundred and Fifty Million Dollars
($150,000,000.00) shall not include, but shall be in addition
to, any assets that have been assigned or released to the
United Btates.

My Government walves all demands and claims of every
character by it or any of its nationals against the United
Btates or any of its nationals,
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This telegram must be
closely paraphrased be-
fore being communicated
to anyone. (D)
MOSCOW
Dated March 15, 1934.

Ree'd 10:10 a.m.

Secretary of State,
Washington.

13, March 15, 1 a.m.
e ————
Continuing my No. 12, March 14, midnight.
We then discussed the State Department draft of the
note in regard to claims and credits which Troyanovsky
had forwarded to Litvinov a copy of which he gave to me.
Litvinov expressed objection to almost every sentence
of the draft.
(a) In regard to the first paragraph of the note
he said that the wording of the note would compel the
Soviet Government to make settlements with all the dher
governments which had claims against the Soviet Union and
objected to the sum being placed at $150,000,000. He said
that he was prepared to suggest $100,000,000 to his Govern-
ment but without interest. He was vehement in his objection
to interest. I reminded him that the dollar had been cut |
to 680 per cent of its former value and that the Soviet Union
no longer ran the risk of the rise of the dollar to parity, |
that therefore the sum of $150,000,000 actually represented

onlv £90.000.000. We had some discussion on this noint and |
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and I gathered the impression that we may perhaps be able
to get the full $150,000,000. We should certainly hold
out for it at present.

(b) In regard to the second paragravh of the note
Litvinov took the surprising position that he had nd agreed
to pay any extra interest or any credits whatever but only
on loans to be given to his Government to be used for pur-
chases anywhere. I combated this assertion as vigorously
as possiblt reminging him that we had had long discussions
of the possibility of using frozen American credits in
Germany and emphasizing the faet that the President had
never had any idea of a direct loan to the Soviet Govern-
ment but only of a loan in the form of credits. I pointed
out that no loan could possibly be made by the United States
to any foreign country at the present time and thatwe had
assumed that he.was fully aware that a loan in the form of
credits was the only possibility. He agreed that he had
known that it would be extraordinarily difficult forthe
Government of the United States to make any loan to te
Soviet Hhiun but insisted that he had thought the President
would find a way to do so. I feel sure that the President
never envisaged a loan in any other form than that of a
commercial credit to be expended in the United States. An
instruetion from the President stating his point of view in

regard
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regard to this matter with vigor would be of great assistance
to me in subsequent conversations with Litvinov. If Litvinov's
physiclans permit I am to see him on March 16th.

Litvinov also objected to the fixing of ten per cent
as the amount of additional interest. He recalled to me
that in his discussion of this matter wkth Secretary of the
Treasury Morgenthau the Secretary of the Ireasury had sug-
gested the sum of four per cent normsl interest and six
per cent additional interest. Litvinov also recalled the
fact that he had offered the Secretary of the Treasury a
normal interest rate of three per cent and an additional
rate of four per cent and finished by saying "so you see
on this point also our points of view are very far apart".

In spite of Litvinov's highly unfavorable reception
of the State Department draft I derived the impression
that if we maintain our position energetically and foreibly
we shall be able to arrive at s solution in large measure

satisfactory to us.

BULLITT

WEB
HPD
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closely paraphrased be-

fore being
to anyone,

communicated
March 17, 1934.

l p.m.

AMEMBASSY
MOSCOW

11. Your 13, March 15, 1 a.m.

For your information President is convinced that the
proposal relative to debts and claims which you are dis-
cussing with Litvinoff is reasonable but he 1is willing to
glve consideration to any not vital modifications insisted
upon by Litvinoff which you may recommend.

You may inform Litvinoff that the President expressly
states that he has never had any thought of a direct loan to
the Boviet Government and that there is not the slightest
possibility of such a loan being made.

The Board of Trustees of the Export-Import Bank has
passed a resolution with the President's approval tothe
effect that the Bank shall not engage in any credit trans-
actions to faeilitate Soviatlpurchases in the United States
until the Soviet Government has submitted a debt ad justment

proposal acceptable to the President.

HULL
461.11/394

EE HRFK:EBS
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This telegram must be

closely peraphrased be- Moscow

fore being communicated

to anyone (D) Dated April 2, 1934

Reo'd, 11.54 p.m.

Secretary of State,

Washington

33, April 2, B p.m.

Litvinov today informed me that the Counecil of
Peoples Commissars had decided that it would arrange
the matter of indebtedness to the Govermment of the
United States and American nationals by way of a long
term credit coperation and thet the Soviet Covernment
would not insist upon a loan. He said that he was
authorized to make the following proposal: that a 20
year credit should be extended by the Export Import
Bank for double the amount of the sum to be paid in
settlement of elaims by the Soviet Govermnment; that if
the amount should be fixed at $75,000,000 the credit
should be for $150,000,000; that if the sum should be
$100,000,000 the credit should be for $200,000,000,
He proposed thet & credit to this undetermined amount

should
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should be opened by the Export Import Bank to be drawn
upon by the Euv;nt Govermnment if, as and when the Soviet
Government needed cash to pay for purchases made in the
United States. He asserted that the Soviet Government
desired to meke all purchases in the United States in
cash, I recurred to this point three times during our
eonversation but he insisted that this was so.

He proposed that the interest on such & eredit
should be 4 % during the first four years without extra
interest payments applied to liguidation of debts and
that the interest should be 4 % plus 3 % additional
interest for the subsequent 16 years. The additional
3 % over a period of 16 years would thus cover 96 %
of the recognized elaims, I told Litvinov that I was
certain that the sum mentioned for extra interest pay-
ments, 3 %, would prove to be entirely inacceptable
but that I would communicate his proposal to my
Gﬂvnrnmént and would refrain from further comments
to him until I had received instructions from Washington.

I should have taken a stronger line of opposition
to Litvinov's proposal except for the fact that it

marked
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marked a retreat from his position that there must be
a loan or no settlement,

I reminded Litvinov of this promise to the
President that he would recommend a payment of $100,000,
000 in settlement of claims, He said that he was still
ready to do so if the President should insist but that
the documents which had been turned over to the Soviet
Embassy in Weshington had revealed the fact that the
Eerensky Government had received almost none of the
funds placed at its disposal by the Government of the
United States and that Bakhmetieff and Ughet had used
these funds for the support of themselves and wvarious
armed attacks on the Soviet Government, He mentioned
specifically Yudenich and Denikin, He said that he
would have a dossier ready for me on this subject with-
in two or three days which he was sure would appeal to
the fair mindedness of the President.

Litvinov said that he did not expect to leave
Moscow for the meeting in Geneva on April 10 but I
suspect that he will do so at the last minute and I

suggest that the Department should if possible let me
have
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have its views in regard to his proposal within the
next few days,

Litvinov said further that he hoped the Government
of the United States would not interpret the Johnson
Bill to mean that it would be unlawful for anyone to
extend ordinary trade credits to the Soviet Government.
I should be greatly obliged for information on this
point, Litvinov added that it wes necessary to make
many purchases immediately which purchases would be
made by Arcos in London if they eould not be made by
Amtorg in the United States.

I em informed by a private source that the Swedish
Parliesment may refuse to vote the proposed credit to
the Soviet Government, If this rumor should prove to

be true we shall find Litvinov more amenable,

BULLITT
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A portion of this telegram April 5, 1934
must be closely paraphrased
before being communicated l pe m.
to anyone (d)
AMEMBASSY
MOSCOW,
31,

Your 33, April 2, 8 p.m. will be brought to the
President's attention on his return here next week.,
Meanwhile I regard the proposal as wholly unacceptable.
It substitutes for a loan which the President hereto-
fore declined to consider, a eredit which is the
equivalent of a loan, It may be assumed that the Ex-
port=Import Bank cannot extend such a oredit and that
Congress would not do so. Were the orcdit extended and
the other details of the proposal approved, the in-
debtedness to our Government at the end of the twenty
vear period would apparently be about twice what 1t was
et the beginning of the period. The proposal is so
unreasonable not to say fantastic ss to make unnecessary
comment on the inadequacy of the total amount of

indebtedness



MET 2-#31 to Amembassy, Moscow,
April 5, 1934, 1 p.m.

indebtedness it contemplates and the inadequacy of the
interest rates. Mr. Litvinoff probsbly knew when he
was in Washington how the proceeds of the Kerensky loan
were expended, but even if what he states were true the
rights of our GCovernment as a creditor would not be
weakened, since it incurred no obligation to control
the expenditure,

In talking with the Soviet Ambassador on March
26 I told him that the President and others who partiei-
pated in the conversations with Mr., Litvinoff were
greatly surprised and keenly disappointed to learn that
Mr. Litvinoff now seems to have a version of the debt
understanding entered into on his visit here completely
different from anything the American officials thought
they were discussing and certainly different from any-
thing they had in mind.}II informed him that our Gov=-
ernment could not for a moment justify to claimants in
this country a settlement for a specific amount payable
in twenty years, without interest. I finally suggested
that in view of Mr., Litvineff's new and unexpected con-

tentions it would perhaps be beast to keep all commercial
and



MET 3=#31 to Amembassy, Moscow,
April 5, 1934, 1 p.m.

and financial relations in suspense until the situation
is clarified,

Yesterday the House of Representatives passed the
Johnson BEill in precisely the form it had previously
passed the Senate, There was no vote against the Bill
in the Senste and there was no roll eall in the House,
where there was little or no opposition, There was read
to the House the resolution adopted by the Export-Import
Bank as follows, and the house relied on this assurance
in passing the Bill (GRAY) QUOTIE It is the sense of the
board of trustees of this Corporation that no actual
credit transactions with the Soviet Government shall
be undertaken unless and until that government shall
submit to the President of the United States an accept-
eble agreement respecting the payment of the Russian
indebtedness to the Govermment of the United States
and its nationals. UNQUOTE (END GRAY)

Of course you understand that the Bill will not
prevent cash purchases in the United States by the imtorg,
but will prevent the purchase or sale of obligations
glven for purchases.

HULL

A-M RWM
RFK:EBS EE A=M
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This telegram must be
closely paraphrased be-

fore being communicated
to anyone (D)

Secretary of State,

Washington,

URGENT
43, Aprll 8, 7 p.m.

Moscow
Dated April 8, 1934
Rec'd 10 p.m.

Your 31, April 5, 1 p.m., and 35, April 7, 5 p.m.

I had a completely unsatisfactory discusaion with

Litvinov this afternoon. He was angry and adamant.

refused to take the State Department draft as a basis of

discussion either now or hereafter alleging that it was

in absolute contravention of his understanding with the

President. I replied that our belief, on the contrary,

was that 1t was in accordance with his understanding

with the President. MHe sald that any falr minded person

could judge that the State Department draft contemplated

not a loan or a credit but a taxation of Soviet trade;

that the same proposal had been made by the French

Minister Demonzis yoars ago; that it had thon been

rojoctod and all similar proposals would continue to be

rojoctod by tho Soviet Government,

He

He a”f
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Ho asked mo what reply the Dopartmont had wmade to
his proposal. I told him that his proposal wes ontiroly
unaceoptablo evon as a basis of discussion and nsked him
if ho had anything to add to it. Ho said ho had nothing /
to add. With tho oxplanation that my quostion was
porsonal I asked him if tho Soviot Govermmont might bo
willing to put up actual motal sccurity in addition to
its oromiso to Pay. Ho roplied that tho Soviet Goveorn-
ment had nover dono so and would nevor do so,

I askod Litvinov if he had considored the con-
socquences of his attitude pointing out that ths credit
markeots of the Unitod Stntos would bo opon to nations
not in dofault and would romain closed to tho Zoviet
Union until an agroomont has beon roached. Ho said
that ho was fully awaro of this and was not disturbod,
Ho addod that tho Johnson Bill Prosumably applliod to
England, Franco and Italy, as woll as tho Soviot Union
and sald "wo shall bo in vory good company", Ho thon
sald: "This moons that wo shall buy nothing honcoforth

in tho Uniteod Statos., Wo can cover all our noods in

othor countrios and shall do so",

I ropliocd that such a courso would not leoad to
the devolopment of tho sort of rolations betwoen our
countrics which we both hoped might dovolop. Ho

anaworod
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MP 3-#43 From Moscow, Apr. 8, 7 p.m.

answered that the relatlons of the Soviet Union with
France, England, Italy and other countries had been
amicable without the settlement of debts and claims
and that there was no reason why the relations of the
Soviet Union with the United States should not remain
amicable under similar circumstances. He added that
our private clalmants would recelve no consldoration
whatever.

I asked him if there were nothing that he could
invent as a countorproposal which might have somo
chanco of acceptanco, Ho sald that he had said his laa://{
word and made hls maximum offor to me tho last timo /f
;;_Egg.diggﬁsanﬂ the mattor; that so for as ho was
concornod the matter was closed. I saild to him that if
he should adheore to thls attitude it might bocomo
nocossary for tho Govormmont of tho Unltod Etatos to
announco that no crodits of amy kind would bo p:rmittoed
for Soviot trado., Ho ropliecd that that had alriady
boon announcod in ashington and addod that tha public
anncunc mont by tho Board of Diroctors of tho Export
Import Bank that no crodita would bo oxtondod to tho
Soviot Union had boon a badly advisod thruat dosigned

to




MP 4-#43 From Moscow, Apr. 8, 7 p.m,

to bring pressure on the Soviet Union. He sald that
the Soviet Union would never be moved by such a threat,
I denied that any threat had been intended and I told
him that I could not contemplate without deep regret
and apprehension the development of our relations if he
should adhere to his point of view. He zaid that he had
ne apprehensions. I told him that I saw no chanco of
an alteration in tho point of view of my Governmont

and that there was nothing to be done unless he should
change his point of viow. Ho sald that ho would not
change his point of view.

I am not in a position to Judge tho goneral con-
siderations of national poliey involved in the decision
we now have to make. I have not dlscussed Litvinov's
recont proposal in dotail with him owing to the Dopart-
ment's and my own objoctions of prineciple to 1t, I
cannot thorefore indircate authoritatively for the
Dopartment's information what modifications of detall
he might mako in 1t 1f tho Dopartmont should wish to
take it as tho basis of discussion. My improssion 1is
lowovor that ho might raiso tho basic four por cont
to fivo and the additional throo por cont to fivo
and make provision for a sinking fund. Novortholoss
ho 1s 80 bolligoront and intransigoant at tho momont

that
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that even 1if the Department should wish to make his
proposal the basis of discussion T should not favor
doing so until he has had time to be impressed by an
attitude of complete negation on our part,

I shall continue therefore to cultivate tranquil
personal relations and to act as if the question of
debts, claims and trade did not exist. I recommend
that the Department should avold any initiative in the
matter with Troyanovsky and that when Rubin bin arrives
on April 19 he should be received with the greatest
personal courtesy and officilal firmness, We should
leave the next move to the Soviet Govermment,

In view of the above I belleve that we should
abandon the idea of opening Consulates in Vladivostok
and Odessa this summer; that the staff of the Consulate
in Leningrad should be drafted from the officors and
clorks now in Moscow; and that immigration visas

should continue to bo issued in Riga.

BULLITT

HPD
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ASSISTANT SECRETARY

April 30, 1934,

Dear lr. President:

Enolosed is a despatch received from Nr,
Bullitt this morning, and a despatch to the Inter-
netionel News Service from its Moscow correspondent.™

Ky understanding from Mr. McIntyre is that you
will see Mr. Troyanovsky at twelve o'clock today.

Should you desire the Secretery end myself or
anyone else from this Department to be present at the
interview, I will thank you to have lLir., leIntyre advise.
me a little in advance of the hour fixed for MNr.
Troyanovsky's call,

Yours very sincerely,

M’?;L,

Enclosures:
As stated.
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PoE Bussin
hsm Mogcow
A vortlon of this telsgram
=uit be closely paranhrese Dated April 28, 1934
bafore belng communicoted
to anycne. ?d Rec'd 8:30 p. m.

Saecretary of State,

Washington.

68, April 28, 8 p. m,

The organ of the Commlssariat of Heavy Industry
carrizs today a long editorial on Soviet-American trade,.
.8 all American newspaper correspondents here will rable
it, I shall not. The edltorlal bears every indication
that Litvinov participated in its preparation., He has
said nothing further on this subject to me.

You will note the change of tone between today's
editorinl and the editorial of April 17th in tho same
po.er, ZA INDUSTRIALIZATSIU, referred to in my 54,

April 18, 11 a. m. One passage in today's editorial is
a direct appeal to the President:

(GRAY) "Some fmeriran newspapers state that the
personal interference of I'resident Roocsevelt is expected
in this matter. We do not tnow how correct this information
is. In ony case we know that President Roosevelt, as one
of the greatest statesmen, has a specilal quality which
has been repeatedly displayed in the mutual relations of
the United Statss of America and the U.S.S.R. “hen any

kind
A
i

——
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2'f8, April 28, 8 p. m. from loscow
e
kind of complication arises the President quickly and
oasily solves those problers which are too difficult for i
individual non-elastiec organs of the governmental
apparatus." (END GRAY).
I have had many indications that the Soviet

Government is beginning to be most anxious to wriggzle
out of the present impasse and if the President should
feel Inclined to see Troyanovsky or Rubinin I should
conslder the present moment appropriate for a few
vigorous remarks.

BULLITT

HEM
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International News Service Staff Correspondent

Moscow, April 28-- (INS)-- The belief grew today that the
Soviet Union is willing at least to Legin discuseing a
settlement of the debts owed by the Kerensky Regime to the
United Stetes. That Russias is about ready to meet helf way
any initiative from the United States in this connection
appears to Ameriean cbservers from an editoriel in "Za
Industrializeta" officiasl mouthpiece of Sowiet industry,
again commenting upon the effect of the Johnson bill.

In & calm snd dispassionate analysis of the American
¢laims against the Soviet Government end the counter-claims
of the Soviet Union, the newspeper advanced the idea that
the amounts involved actuslly ere "insignifiecant” compared
to the "establishment of a solid economic bese for a politi-
cal rgpprochement between two great countries which at the
present time are closely connected in the meintenance of World
Peace".

The paper points out that though the amount of the Kerensky
loen for which the United Stetes 1s ¢le iming payment is
generally set at §187,000,000, actually only $15,000,000 of
thet ever was turned over to Russia. The paper says!--

In January, 1921, Russia hed on deposit in the United States
$171,800,000 which various Senators asked to have sequestered.
The United States Government failed to do so end the money waa
spent in financing Gen. Kolehak, Gen. Deniken and other White




Russians long after the provisional government had ceased
to exist.

"Are the tolling masses of the Soviet Union to be asked
to pey for the cennons and bullets which were used to shoot
them down? We have too good an opinion of the spirit of
justice of the American people and the politicel institution
of President Roosevelt to believe thet they would ask this".

The lack of eclarity about such problems and the nervous
tension caused by their existence are the prinecipal impadi-
ment to trade between the two nations, the paper declares,
and egein produces the argument:- .

nHow is 1t possible for the of ficers of the Export Bank
to place the Soviet Government on the same basis with the
United Stetes asnd then repudiste them, since the E.::nrin
Government has not medeany obligation to pay the pre-revolution-
ary debts and as far as its own debts are econocerned has paid

them faithfully end punctually".




l.]ril H’I, 15934.
DAILY ABFORT FOX BASTEHEN EUROFE

The Swedis: Minister informed me by phone o saturday
that he had Just reoeived a telegras from his Government
to the effect that the soviet Oovernment has informed the
:nluﬂ Government thal the sgreement providing for & loan
of 100 million erowns by the jwed.sh governsent to the
Joviet government will not be ratified by the seviet Gov-
arpment .

HOTE: This is & very important development in view
of the effeot whish the possibility of the Soviet Govern-
ment obtaining & girest loan irom & foraign government
pas had on the attitude of the doviet govemnent as ex-
presssd by Ur. Litvineff in the discussions at Mossow
with regard to the settlement of Ameciean dcbts snd
glaims against the soviet Uniom, In view of the op=
position wilah has developed te the loan in Jweden, it
sesns pretty sertaln that the Jovied Government has taxen
the ackion referrad to above in erder te preocluds the
injury te its pro.tige wnieh would emsue if the loan
agresment ve @ rejeated by the Rikedeg.

fgobert F. relley.



Yesterday, with Moore and myself present,
Troyanoveky, who had sought the interview, talked with
the President and was told that the negotiation should
not be transferred to Washington but continued at
Moscow, particularly in view of the faot that you and
Litvinoff are thoroughly familiar with all that ooourred
here last fall, and the interview ended with that under-
standing.

During the conversatiom, Troyamovsky said that, if
$75,000,000 dollars inm payment of the debte is uneatis-
factory, Litvinoff is prepared to imorease the amount.
On this point the President was very clear im showing
the effeot of the dewvalmtion of the dollar om the
minimum and maximum totals discussed last fall., Further-
more, the President stressed the faot as something
he must always bear in lhd/lht any debt agreement
will be subject to the Semate's approval. Troyanoveky
-hlnnhd & memorandum analyzing the expenditure of
the erensky losn.

There was some, but not definite or important,
mention of interest rates and other details and it was
-nhh_u to Troyanoveky that the matter of debte and
the matter of contemplated credits are so linked

together
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together as to make it unreasonable for the Export
Bank to engage in transactions in advance of a debt
agreement satisfactory to the Fresident.

There is really nothing conorete to say except that
the President leaves the negotiation in your hands with-
out having made any committal or statement conflicting
in any way with shat you have done or anticipating what
you may attempt to do.

Various considerations which may influence Litvinoff,
as, for instance, his apparent failure to obtain a loan
from Sweden, and the present Japanese situation you,
of course, fully appreciate.

We assume you will bring the negotiation to a olimax
88 B0on as possible and that, if Litvinoff remains
obdurate, you will wish us to acquiesce in Troyanovsky's
request that the negotiation be further carried on here,
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Eay 2, 1584,

Tith many thani's to you agaim, and
with my ware regards,

Very sincersly yours,

[iis Exoellency
lre Eaxin ¥, Litvinoff,
People's Commissar for Foreign Affairs
of the Union of Soviet Soclalist Republica,
:ﬂm’ fussia,

FDR/dj



by desor Ur.kresident,

1t affords me imnenae plessure to te sile

to rresent you; aa .on entluafsstio rhilnteliast,

with an £1bum contsining g compléte collection
of stamps dssued in mr country sinee 1917,

Tlense Bocert kr.siresicent, *1is nodest
aouvenir ua & tolen ol friendsiip and &s an
axpression of my sincerest regnect und hirhest
personel eateem.

ioure very sincerely
- ...-":' -
AP,

i

ot vtas




ASSISTANT SECRETARY OF STATE
WASHINGTON

May 8, 1934.

My dear Mr, President:

Afte; I saw you yesterday, %;L_Izgxgnnxaky came
in. He objec to the Soviet being classed by the
Agtq;qu;biﬁﬁigl as a defaulting nation and inclines
to make a public statement of his reasons. I urged
that to %o into the newspapere further would tend to
complicate the situation without any advantage to
either country. I further impressed him with the
fact that the opinion places the Soviet in even
better position than before because it sanctions
ordinary commercial transactions as not being within
the purview of the Johnson Act.

I told him that we are advised that Litvinoff has
said that he has spoken his last word, whereupon he
setated Litvinoff has cabled him that Bullitt has made
& similar remark. Then he authorized me to inform
Bullitt that Litvinoff will be very glad to resume
the negotiations, and I have wired Bullitt accordingly.
Troyanoveky went away in excellent good humor.

Yours very sincerely,

The President,

The White House.
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DEPARTMENT OF STATE Yney )8, 79 3¢,
. ASSISTANT SECRETARY

-

m:]" 1‘1, ll:ﬁ‘i'i

Dear Mr. President:

Attached are two despatches received from Mr,
Bullitt this moming that strike me as pretty hope-
ful. If vou can find a few minutes I will thank you
to read them before I see vou this afternocon or tomoTTow
morning for the purpcse of submitting the draft of a re-
ply which I do not care to submit until Mr, Bullltt's
questions have been considered by the Executive Committee
of the Export-Import Bank.

Mr, Bullitt's first despatch of noon, May 13th,
followed & little telegrem I sent him saying thet in the
interest of prompt &ction, I would be glad %o furniah any
clarification he might desire of any points covered by the
lest despateh to him, whieh you saw.

Yours very sincerely,

Enclosures: f Wm

Copies of
despatches as
stated,
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This telegram must be Moscow

closely paraphrased be-

fore being communicated Dated May 13, 1934

to anyone, {D}
Rec'd 2:10 p, m,
Secretary of State,

Washington

81, May 13, noon,

Litvinov absent yesterday. Shall see him today
and without committing our Government in any way shall
attempt to discover how far he will go,

I am grateful for the suggestion in your 73 in
regard to clarification of certain points in your 72,

It will be valuable to me to have more detailed instruc-
tions on the following points:

One, Last sentence of paragraph number ona,
Litvinov promised to pay the indebtedness only by extra
interost on credits, To obtain from him a promise to
pay & fixed amount of indebtedness unless he is promised
& fixed amount of credits for fixecd periods I beliove
will be impossible, ' Is the bank prepared to fix defi=
nitely the amount and duration of credits to be oxtonded
rogardless of credits which may or may not be oxtcndod
by Amcrican corporations or individuals and rcgardless
of conditions in the Soviet Union?

Two. As you know Litvinov is violon¥ly opposecd
to any intorcst on the acknowlodgod indobtodnoss and
doniocs all obligation to pay interecst, In viow of his

attitude would tho Dopartmont nnnsidnr accoptablo two
or



= 2 = No, 81 from Moscow

or three per cont intorost on the indobtodnoss,
Three, Paragraph numbered two, first sentence,

Litvinov will argue that the facetiousness 1in regard to

the Soviet Government becoming unstable or war cceurring
will prevent a fixed agrcement as to credits hence a
fixed agreement as to payment of indebtedness,

Four., Does the word "support" mean that the ‘bank
itself will discount Ambtorg obligations to an amount
double the agreed indebtodness or that the bank will
mercly assist in financing an indefinite proportion of
credits to double the aocunt of the indobtedness,

Five, Litvinov hos boon demanding a twenty yeap
credlt period if the ban): insists that no credit shall
run longer than five years as indicated by the second
sentence of paragraph numbered two. Is the bank prepared
to agree to re-lend immediately all repaid amounts and to

(outstanding?)
keep until my a continuous line of credit of any fixed
duration to an amount double the total indebtedness?
cr, alternatively, might the bank extend credits for o
peried substantially longzer than five years?

Six, What amount of Amtorg obligations 1s the
bank prepared to discount at once? .

Seven, If Litvinov should acqulesce in o five
por cent normal Interost rate plus five per cent to be
applied to both prineipal of and interest on debt would
such o settlement be Batisfactory to the Department?

Elght,



- 3 = No, 81 £Hbm Moscow

Eight, Paragraph numbered four, second section,
Con the bank indicate a minimum amount of each credit
which 1t would be prepored to carry?

At the present moment 1t will be difficult 1f not
impossible to tie tho 3ovict Govormment to a definito
fixed engagement unless the bank 1is roady to make o
definito commitment, If we wish to reach a sottloment

now we mast face this rofractory foct.

BULLITT
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This telegram must be

closely paraphrased be- MOSC OW

fore being communicated

to anyone. (D) Dated May 13, 1934.

Received 5:55 p.m,
Secretary of State

Washington,

82, May 13, 7 p.m,.

This afternoon I discussed with Litvinov the
proposals containad in your 72, May 11, 6 p.m, He
expects to leave Moscow either tomorrow or the following
day end will not return until mid-June., He said that
he hoped I would coneclude our negotiations with
Irestinsky and Rubinin,

I outlined your prﬁposal for revolving credits
with the Export-Import Bank approving each transaction
in advance and carrying only a part of the credit risk.
After prolonged discussion he seemed to acquiesce in
principle.

Wo discussed the ocuestion of interest rates and
he said finally that tho important thing for the Soviet
Government was to have cne all inclusive interost rate
which would include interest on theo acknowlodged in-
debtedness, He offercd a total permanent seven per cent,
I replied that less than ten per cent could not be
diacunnéd, After some Jdebate he seemed to agree in

prineiple that ten per cent was a minimum,
Litvinov
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No, 82, May 13, 1934, from Moscow,

Litvinov was most amliable throughout our conversa-
tion. I derived the impression that the absence of his
usual belligerency was cdue in part to the desire of the
Soviet Government to rcach agreement and the conviction
that we are adamant but in larger measure to the fact
that he was about to bo absolved from the necessity of
making concessions perscnally., As soon as I recelve
your reply to my 81, Ma, 13, noon, I shall call on
Krestinsky and Rubinin.

BULLITT

CIB
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LY dear Er. Seeretary:

Before Bullitt's departure, I told him that
1 wished him to meet me in lawaii on July l2th
and asked him to visit Japan and Chine end study
the pclitical situation im those countiries as
well s the Soviet Union before eabarking for
Hawail.

Will you please lssue orders to Bullitti to
agel we in Hawail, proceeding via Japan and Chine
by whetever route he may chouse? He should also
be instrueted to return Lo his poat by way of
Viedivestok, with freedo:z to stop in Japan or
Chira on his return journey il he should eonsider
it advisable.

Yours very sinecercly,

1he Honorable
Cordell Bull,
Seeretary of State.
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DEPARTMENT OF STATE

Washington, c 1
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This ocable was sent in oon-

fidential Code. It should June &, 1934,
be esarefully paraphrased be-
fore being communicated to 4 p.m,
anyone, D

ANMEMBASSY,

MOSCOW ( U.S.S.R. )

108.
Have jJust talked with the President. We are anxious

for your opinion as to whether there is any possibility

of satisfaoctory oonolusion of negotiation at Moscow, and
if not whether you think it should and oan be transferred
to Washington., From what he says, Troyanovsky realizes
importance of action since he is fully informed of many
oredit transactions of probable advantage to both ocountries

which await agreement on debts being reached.

HULL
( Rt )

A-M : WM : MIM S = AT ol v -\ il _,_2

et ot PP =
/QMJ'_/J?:

800.51 W 89 U.S.S.R.fﬁu
Confidential File



TELEGRAM RECEIVED

PT

This telegram must be From MOSCOW

olosely paraphrased be-

fore being communicated Dated June B, 1934

to anyone (D)
Rea'd. 8.50 a.,m.

Seocretary of State,
wWashington

124, June 8, noeon.

Your 108, June 6, 4 p.m.

I shall see Krestinsky tomorrow and then reply
fully. Until I can report Krestinsky's views I believe
that it would be inadvisable for the Department %o
negotiate with Troyanovsky who may or may not represent

the point of view of his Government,

BULLITT

o Oublbin fuutntA v bl :
P e S Sy FFrem

800.51 W 89 U.S.5.R./ 66 Loparst
Confidential File f f_/'?f
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This telegram must be

closely paraphrased be-

fore being communicated

to anyone (D) Moscow
Dated June 8, 1934
Rec'd 9:12 a.m.

Secretary of State,

Washington,

125, June 8, 1 p.m.

I am under constant pressure from American
correspondents for information regarding negotiations
with the Soviet Govermment particularly with respect
to debt settlement, Thus far I have consistently maine
tained that no negotiations worthy of the name were
being conducted here as the Soviet Govermment had
refused to accept any basis for negotiations,

In the interest of coordination I should be
glad to know whether the Department approves of this
method of presenting the matter op 1f the Department
desires me to take a different llne.

BULLITT
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June B8, 1934.

AMEMBASSY
MOSCOW, (U.S.8.R.)

Your 124 and 125, June 8,

In reply to oconstant inquiries from Ameriean business
men as to prospect of debt agreement we have replied that
negotiations are being carried on at Moscow with hope of a
sucsessful conclusion. We have not interpreted temporary
cegsation as meaning abandonment. We have no thought of
taking up matter with Troyanovsky until we hear from you in

answer to our 108.
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I will not tell {uu about our trip
except that it was a magnificent party and
helped the general scheme of things in Central
and South smerica and also in Hawail - nor will
I prognosticate about our seomomic future over

All the big guns have started shoot-
ing - A1 Mth. Juh W. Davis, James W. Wadeworth,
Their zation has

mm‘. -

already boen 1abated e o1 CNE Tiis 13 GLUB, *
Keep up the good work. We will all

be happy to have you back again.

As ever yours,

Hon. William C©. Bullitt,
American Embassy,
Mosocow.



Moscow, August 5, 1934.

My dear Mr. President:

I hope you had as good a time in Hawall
as we expected to have, I regretted not seelng
you every day of your trip.

Jean Mconnet, one of my closest French friends,
who has just spent six months advising the Chinese
Government on financial reorgenization, passed through
loscow & few days ago and gave me & creatively in-
timate pleture of Chine end Japen. He is definitely
of the opinion that the Japenese can be handled in
such a way as to settle Eastern questions by peaceful
means and I should like to spend a couple of weeks
in China and Japan trying to verify his observetions.

When our Hewallen meeting wes "spurlos versenkt",

you

The Honorable
Franklin D. Roosevelt,
President of the United States of America,
The White House,
Washington.
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you suggested that you would want me to come back

this autumn. If you still want to see me you might
order me to report in Washington for & conference
about December 1 and to come by way of the East. I
could leave Vladivastok about QOctober 15 and be in
Washington by December 1st with the latest Far Eastern
and Russian information. Do let me know scon how you
feel about such & trip eas I shall not make any plans
to leave here until I know your personal wishes.

I have not been able to get anywhere with Lit-
vinov and, while maintaining very cordial personal
relations with him, have tried to build & backfire
in the Kremlin by way of Voroshilov and Kerakhan.

As a means to develop close relations with
Voroshilov I imported a lot of polo eguipment and have
taught the Red Army Cavalry to play the game. We Play
every other day on a broad plain. The game at the
outset had a number of unusual features not provided
at Meadowbrook. All the ponies were sixteen-hand
stallions who savaged each other and the riders when-
ever they came to close quarters, and on the first day
8 Mongolien soldier with an undeveloped genius for
the game carried the ball in a bee-line three miles

eross
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gross country before he could be stopped! The polo
has brought not only myself but our military men
intoc the eclosest relations with the Red Army leaders
end has been most useful.

As you know, I have also started baseball here
and that has helped to bring us into intimeate relations
with the Moscow Soviet.

We have had dozens of indications lately that
Stalin, Voroshilov and Molotov are most anxlous to
develop really friendly relations with us and I think
the most important thing I can do at the moment is to
get my feeble Russlien into shape to have conversations
with them about various matters without the aid of an
interpreter. I got word from the Kremlin the other
day that all the leaders of the Government, including
Stalin, would be glad to see & great deal more of me
than they have been seeing and in the end I think we
shall be able to beat down Litvinov's resistance. I
do not expect any immedliate results, however, as Lit-
vinov is about to leave Loscow for a two months' holiday
and Stelin is leaving for a cure in the Caucasus.

Do you know that our pet courier service has been
stopped and also that the Comptroller General has

snarled
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snarled in scarlet tape the payment of Moscow salaries
in gold and that we are all rapidly going bankrupt?

I have had no explanation from the Department with
regard to stopping the courier service which is, of
course, absolutely essential to this mission. I am
sending my own couriers now to Berlin but our funds
are too limited to keep this up long. The exchange
equalization is alsc vital for us here and I should

be most grateful if you would give the Comptroller
Generel a graceful but swift kick.

I am really too eager to see you all. The sum-
mer here has been delightful with plenty of polo,
baseball, tennis and swimming in the late afternoons
but the sun is already beginning to leave us and
Washington is beginning to look more alluring than ever.

My very best wishes to Mrs. Roosevelt and )Miss
Le Hand, and the hope that I may see you all soon.

\S;“;-..:/Q_/\SMTW_
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August 31, 1934, e

Dear Walton:-

I see no reason why you should not
gomndﬂththngmmlumntimmm 1o
letter and try to b the Russian matter to
a conclusion., I do not think the coming election
presents a valid reason for delay and I am in-
clined to think that an honorable settlement
between us and Russia would help rather than
hurt. At all times 1t lhnuldb-udivm
clear, of course, that the credits we extend
will rnu:l.t in m.u orders for American
goods and thus put American workmen to work.

Ae a2 matter of fact, even if we
resune the conversations with veky,
the chances are that no final sgreement wu.'l.d
be made for a good many weeks,

Always sincerely,

Hon. R. Walton Moore, ~* *°

Assistant Secretary of State, r2,z
State Department,

Washington, D. d.
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DEPARTMENT OF STATE ' loj,. S |

4L

DIVISION OF EASTERN EUROPEAN AFFAIRS ‘ \

September 5, 1934,
8:30 p.m.

Conversation @

The Ambasesdor of the Soviet Union, Mr. Troyanovsky; | .
The Assigtant Seoretary of State, Mr. R. Walton Moore;
Mr. Robert F. Kelley.

Mr. Moore opened the sonversation by stating that, with-
out standing on ceremony, he had taken the initiative im pro-
posing this eonference, since he felt that both sides were
anxious to reach & settlement of the matter of debts and
alaims, He pointed out that when recognition was acocorded,
it was hoped that it would contribute both to the promotion
of world peace and to the development of trade between the
two ocuntries, and while we had no illusions as to the amount
of trade which might be developed, he thought that every ef-
fort should be made to realize the objectivea which had been
had in view., He referred to Mr. Troyanovsky's last proposal !
and said that the main point at issue was the loan demanded
by the Soviet Government. He did not think there would be
great diffioulty in reaching an agreement in respeect to the
amount of indebtedness, interest rates, et cetera, but that |
it was hardly worth while discussing these matters so long as
the Soviet Government insisted upon the granting of a loan as
e oondition of its paying the indebtedness whieh might be
agreed upon. Mr. Moore emphasized that it was out of question

for the Government of the United States to extend a loan to
= the
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the Soviet Govermment, either as proposed by Mr. Litvinoff f
or as proposed by Mr, Troyanovsky. If the Soviet Govermment o
insisted on this requirement, there was no possibility of
reaching a settlement of the matter,

It was stated to Mr. Troyanovsky that the Bank had con-
templated finanoing oredits of varying lengths agcording to
several categories of goods, - posaibly a year to a year and
a half for consumers' goods, two to three years for light
capital goods, and four to five years for heavy ocapital goods.
It was pointed out to him that these terms were mich more
favorable than the Soviet Government was receiving in other
countries. It was suggested that it was possible that the
President might agree to grant special terms in exceptional
cases, say for equipment for large industrial projeets; but
it was emphasized that the maximum terms even in such ocases
could not possibly exceed six to seven years, and such terms
would be granted only in very extraordinary cases. It was
made clear to Mr. Troyanovsky that this matter had never been
discussed with the President, amd it was not known whether he
would approve of any exceptions to the five year maximum.

The suggestion was set forth merely as a possibility.

Mr. Troyanovsky argued at great length that the main
diffioulty was the effect of any agreement with the United
States on the relations of the Soviet Union with other eoun-
tries, and that what the Soviet Govermment granted the United

y States
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States would have to be accorded to other countries. This

was the reason, he said, that the Soviet Government desired a
loan, It was suggested to him that, since it was impossible
for the United States to grant a loan, some other device might
be worked out which would serve this purpose just as well. He
was asked whether he could not give thought to this and propose
some other formula which would meet the difficulty im question.
Mr. Troyanovsky replied that he had exhausted his powers of in-
vention in his last proposal, but that he would be glad to son-
sider, of course, any proposal along this line which we might
suggest.

There was a brief discussion of the rates of interest,
and Mr. Troyanovsky stated that his Government was prepared to
pay a total interest rate on oredits of seven per cent, four
and a small fraction of which would eover the interest charges
and expenses of the Bank, two and & half per cent constitute a
sinking fund to liquidate the agreed indebtedness, aml the re-
maining fraction would be sufficient to liguidate the interest
of one per cent whieh the Soviet Government proposed to pay on
the agreed indebtedness. He declared that we had been willing
to accept & similar low interest rate in the ocase of our debt
agreements with other sountries.

In eonaluding, Mr. Troyanovsky said that he would be very
glad to have another meeting if any suggestions oocurred to
us, but he did not hold out the slightest possibility of hia
Government yielding on the gquestion of a loan.




NEW YORK HERALD TRIBUME, August 29, 1934.
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ASSISTANT SECRETARY OF STATE
WASHINGTON

August 29, 1934,

Dear Mr. President:

Enclosed are copies of telegrams to Messrs,
Long end Eullitt. In my letter to Bullitt it
wes stated that he i1s authorized to leave Moscow
ebout the middle of October and arrive in Washing-
ton the latter part of Decembter; thet his suggestions
es to the stops he shell make in the Orient will be
approved, and instructions issued aceordingly, end
that his salary will be teken care of., I mlso
wrote Mr. Long explaining thet there will be no
diffieulty in splitting up his one month consulte-
tion pericd, so es to avoid its being continuous,
should thet be his desiras.

There is elso enclosed mn article that appeared
in the NEW YORE HERALD TRIEUNE this moming. It
was written after the correspondent had an inter-
view with Mr. Troyanovsky which he reported to us.
One interesting point is that Troyanovsky did not
limit the debt payment to a hundred million dollers,
but talked ebout one hundred and fifty millien
dollars. Another interesting point is that
Troyenovsky, efter beating about the bush, admitted
that he seeks a loasn, his refesrence being mede to
the proposal that we shall give him an open credit
of a hundred million dollers to be repaid in twenty
years, in addition to ordinary credit trensections

through
The Preaident,

Hyde Park,
New York.



Troyanovsky

through the Export-Import Benk.

is so anxious for e settlement

as to make me rather hopeful that in further
conference with him we might be able to agree
(a) on the peyment of & hundred million dollars
in twenty or twenty-five years with interest,

say, at the rate

of not less than two percent,

or the payment of a hundred and Tifty million
dollare in that time without interest; (b) on

eredits extended

by the Bank and sub ject to its

apmroval totalling at any one date not more

than two hundred
repayment plen s

million dollars, end with &
tipulating five years as the

ordinary limit and a longer time on unusual

transections as,
all the equipment

I have not t
was here last wee
now except to asc

for insteance, the purchase of
of a faetory.

alked with Troyanovsky since he
k and would not trouble you
ertain whether you wish to have

the matter brought to a eonclusion, if that can
be done, as quickly as possible, or would prefer

to delay, unless
initiative, until

Troyeanovsky should teke the
after the eleetion, and I will

thank you to write or wire me as to this. On
the one hand there are, of course, many producers

of American goods
while on the othe

who are eager to find markets,
T hand there are politicians who,

in case of an agreement prior to the election,

would try to impr

ess a belief that we should exact

payment of a larger sum on account of debts and

that we should no
Government at the
thus the general

hesitate to raise
I should assume t

t pledge the credit of the

risk of ineurring loss, and that
interest is being sectificed, I
the question, since you may think
het we should go forward as ir

there were no eleection approaching.

Very sincerely,
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DEPARTMENT OF STATE
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S

DIVISION OF EASTERN EUROPEAN AFFAIRS ’ ‘|
St Mugust 24, 1934, 11 a.m,
The Ambassador of the Soviet Unien, Mr. Troyanovsky;
The Jeoretary of State;
The Assistant Searetary of 3tate, Mr. Moore;
¥r. Robert F. Kellay.

Mr. Proyanoveky handed to the Seeretary the attached
memorandum, which he termed a esompromise proposal, He said
that he had worked it out himself and endeavored %o sombine

b the viewpoints of both Governments.

: The Seoretary read the memorandum aloud and stated that
the twenty-year oredit referred to in the memorandum was in
aotuality a loan, and that terms of that langth of time were
unheard of in commersial transactions. After questioning Mr.
Troyanoveky with regard to various phases of his proposal,
the Seorstary stated that the proposal amounted in ite essence
to the United States granting the Soviet Government a loan

equal to the amount of its indebtedness to the United States,
and in addition a revolving oredit of an equivalent amount. i
Congress would certalnly never approve of such & transactienm, i
and it would be seversly oriticised by publie opiniem,

¥r. Troyanoveky was asked what interest he propossd to ‘
pay on the agreed indebtedness, and he gaid that, although

his Government d1d not think that it should pay any imterest, ‘

he proposed the payment of one per oant .

Eventually



Eventually the Seoretary said that the best way to
leave the matter was that if suggestions should cecur to
gither side whioh might be considered helpful, they would
be brought to the attentiom of the other side.

Following the sonference the attached statement was
read to the press.

Enol.



_{\

MEMORANDUM

The Soviet eide is convinced of the correctness of its
understanding of the Gentlemen's Agreement initimled on
Hovember 16, 1933 by President Roosevelt and Commissar for
Poreign Affaira Litvinoff, amd is prepared to substantiate
the complete justnese of i{ts interpretation.

Desirouas, however, of reaching a friendly settlement of
the questions at issue, the Soviet side is prepared to take
one further important step to meet the wishes of the Ameriecan
gide.

The Soviet side is willing to mocept one half of the
total amount of oredit, i.e., $100,000,000, in the form of
commercoial eredits to be advanced on conditions especially
arranged, and only $100,000,000 in the form of a finaneial
oredit with a maturity of twenty years.

This signifies that a credit sceount for $100,000,000
would be opened for the Soviet Government at the Export-
Import Bank, which credit would be repaid in twenty years.
The Soviet side would draw upon this acecount to pay for
goods purohased by it in the United Stateas.

The other $100,000,000 of oredit would be placed at
the disposal of the Soviet Govermment through the same Ex-
port-Import Bank in the form of commerciaml credits to be
used in mocordance with conditions especlally agreed upom.

The Soviet Government furthermore exprecsea its agres-
ment that the Export-Import Bank should finence the purchases
made by the Soviet side ageinst this commercial eredit accoudt
to the extent of 76 per cent only of the purchase price, on
ocondition that the remeining 26 per cent should be financed



by the seller. The Soviet Government also agrees to the
establishment of different maturities of credit for differ-
ent categorles of goods purchesed ageinst this second
$100,000,000. The minimum period for such credits,howsver,
should in no case he less than five years, and should be
established in edvemce in the main agreement between the
State Department and the Bmbassy of the U.5.5.RH.

This second $100,000,000 credit should be placed at
the disposal of the Soviet Governmmt in the form of a
revolring oredit, renewable during twenty yeers as partial
repaymenta of the oredit are made.

The Soviet side will pay on the firet as well as on
the second $100,000,000 an aggregate interest of 7 per
cent A yeAT .

From the time of the conclusion by the contracting
parties of en agreement on the lines of this memorandum,
all oleims of the Government end mationels of the United
States of Amerioca based on pre-revolutionary debts and
obligations and all analagoune claims of the Soviet side
againat the Governmment and the nationals of the United
States of America, will be considered mutually eliminated
as provided by the Gentlemen's Agreement of Hovember 15,
1938.

‘6? i fn‘l'.;-:lr.
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Mugust 34, 1934.

Secretary Hull was in this morning and, with

Assistant Secretary Moore and Mr. Robert F. Kelley,
Ohief of the Division of Eastern Buropean Affairs, met
the Boviet Ambassador, Mr. Troyanovsky, in the Seore-

tary's office,

The matter of the settlement of the olaims of the
United States and its nationals against the Sovie t Govern-
ment has been under discussion in Moscow and Washington
for many months.; Very promptly our govermment presented
a written proposal of a basis for the negotiation of an
agreement. Since then there has been a discussion of
detalls rather than of prinecipal guestions involved,
Today, however, the Soviet Ambassador presemted a oounter—
proposal im writing, in view of whioh it is mot possble
to be optimistic that any agreement will be reached;

£ %1
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Na. Mosoow, Ootober B, 19Z4.
Sub Jeot;

[&i C. DulITt
':_" '."F j ‘.'-J 1

The Honcrable
The Seorvtary of Stete,
Washington, D. C.

I have the honor to report certaln personal ob=
servations on conditlons in the Soviet Uniun.

No generalization on the Soviet Union can have
more than momentary vaelldity. The Russian Revolution
is still moving with such rapidisy that any ploture
is certaln to be fulse after the lapse of a few monihs.
I attempt the preparation of this repers, therefore,
with no illusione as to Lts volue but with the feeling
thut 1t may be of some interest to the Depertment w© heve
a few goneluslons from the many faots thet we have ob=

- served,



served,

The most striking feature of life in the soviet
Union todey is the general econfldence in the future,.
Uptimism i1s as prevulent now as was pessimism two yoors
8gos At that time even the leadsts of the Sovlet Unlen
were doubtful as to the future. Today there is no doubt.

The present optimlem has many roots. EStalin'a
sgricultural polidy, however appalling its cost in
humen suffering, has been successful. The pessents
have been starved, shot and exlled into submission,

The new harvest is adeguate, PFear of atteck by Jepan

has diminished. Industrial preduction is ineressing
repidly. Labor diseipline is improving. Consumers® goods
are ap earing on the morket in considerable gquantities.
The dietatorship is absclutely seeure. gtate capitelism
has been firmly o“aﬂﬁhﬂ.

The apperent willingness of the present leaders of
the Soviet Unlon to extend indefinitely the present stage
of State capltallem is the first polnt to which I desire
to invite the attention of the Departwent, There is no
8lgn that the Politburo is in & hurry toc move past State
ospitelism towerd soclalism and communism. Indeed, it
has been suggested to me by several ocompotent observers
that the Russlan Revolution will mever pass beyond State
capitalism,

Yhatever ochanges may come in the form of state
organizatlon, the dletatorshiiy und ubtedly will continue
for the foreseeable future. There will be no revielon of

the
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the present regime of tyranny and terror. Human freedom
and personal liberty will sontinue to be regarded as liberal
bourgeocis aberrations. Wormhip of the dictator will con-
tinue to be inculcated by avery means of propaganda known
to man,

The Bureaucracy which directs the State In secordance
wilth the desires of the dictator is becoming so large that
it 1s beginning to constitute & class with interests dis-
tinot from the lnterests of the Peasenis and the proletariat,
It is not inconweiveble that although bourgeoisie, aris-
toerecy, and peasant propriletors have been destroyed, the
bureaucracy may@merge as a third and dominant class in the
State. The power of the buresucracy over the Army and the
scoret police is absolute and the fear it inspires in both
peasantiry and proletariat is so great that its authority 1s
unquestionable end unguestioned. It faces no internal
oppoeition and possesses the weans to annihilate any oppo-
sition,

The problems of the bureaucracy remaln, of course,
énormous. To econtrol the entlres economy of a territory so
large as the Soviet Union by the exercise of human reason
is the most ambitious task that self-eonfldence has ever
dared. Nevertheless, in spite of the lack of trained minor
execut lves there is no sign that the direction of the af-
falrs of the nation by a central orcanization will prove
0 be impossible.

The buresucracy as a class has been able to garner
for itself the ohief benefits of the rise in the standard

of living. The bureauerats, their agents and sabedlites,
live
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live on & higher sonle than either the proletarint or

the peasants. The Army and the OGPU are comparatively
well housed, fed, and elothed and the leading members of
the bureancracy now have, in additien to thelr apartmsnts

in town, and their automoblles, pleassnt country houses
which thay huve hed assligned to them or heve purchesed in
the neighborhood of Mosoow. There they have thelr live-
stock, furniture, radios and belongings of all sorts. They
cannot own in fee simple the ground on whioh their houses
are bullt but they suffer no more sanse of the abemmnce of
ownership than do those house owners ln Londop whose houses
are bullt on land subjeot to the ground rents of the Duke
of Westminster.

The Department le, of course, aware that in the state
capitalism that has been establlished the ownership of private
property 1s now permitied exeept in the form of freal estate
and means of profuction or distribution. The senaes of pro-
perty of the town proletariat curiocusly snough seems to have
been anlarged, not diminished by the Revolution. ‘The fao-
tory workers talk about "our faoctory™ with very much the same
aanaa of parsonal property, propristorship and pride that a
child &n an American fanily talks about "our housa™ when
he refors to his family's dwalling. The peasant whose
land has been taken by a kolkhoz has still an aocute sense
of loas of personal pmperty, but great and not altogether
unsuecsssful efforts ere belng made %o inahloate in the
peasants the same fesling of proprletorship inm the Kolkhoz

that the town workmen have with regerd to the factory.
The
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The bureaucracy which is now direeting the life of
the country im its own interest and in the interest of

its own Rdeas must, of coursw, balance itself between the

. eonflieting lnterests of the producers of bread and factory

goods. The bureaucrascy is stlll standing on the side of
the town workmen and against the peasants. The price of
grain 1s being kept low and collections are being kapt large.
But the peasants are overwhelming in numbers, and with or-
ganlzatlion and education thelir strength ls inereasing so
rapidly that many competent observers have suggested to me
that the bureauersecy will find Iltself obliged, the next
time the guestion of bread prices and grain coli.ections
arises, to throw its influence on thé side of the peasantry.
At the present moment there is such a relaxation of
taut nerves that the old Bolsheviks who have been through
all the horrors of the elvil war are not disinolined to sit
about and discuss the entire revolution in a philesophic
manner as if they were talking ebout anclent history. In
addition to meny discussions with Litvinov I have talked
often with Voroshilov, Earakhan, Kollontai, Radek, Bukharin,
Mikhailsky end many other old Bolsheviks., They all explain
the extreme "war communism™ of 1917, 1918 and 1919, by
Lenin's desire to make s record which would stend as an
example for other revolutions. This desire was based on
the convietion that the revolution ecould mot last. [For
example, Bukharin told me that on the 9let day of the revo-
lution he went intc Lenin's office end found Lenin in a

state of hilarious good spirits. He sald that Lenin flung
his
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his arms around ils neck and saild, "Isn't it wouderfuls"
and when Bukbarin asked what wes wonderful, Leuln replled,
o%e have lasted ninety-one days, one day looger than the
m Qommune! That mesns the decrecs that we have adopted
are bound tu go down in history as an example for working
olass revolis."

The ability of the revoluticnary wmovement to maluseln
itself is attributed by all the old Bolsheviks wlth whom
1 have talked to the potency of the modern machine. They
all express the opinon that if the revolution of 1905 had
been suceessful the eatire movemwent would lave collapeed
under its own welght. They olaila that iu the intervening
years the machiue has been developsd to sueh & polnt of
eflelency by the iuventlve genlius of Americaus, Big i isluent
and Germans that If it is allowed to work unhampered it is
strong enough to carry on lts buck all the inefficleney,
stupldity and mist:kes lmpliclit in & revolutlopary wmovement.
In discussing this polut the old Bolsheviks stress the argu-
ment that ujder thelr system of State oapltalism the machine
can be allowed to work tweaty-fowr hows a day and produce
whatever quantitlies of goods 1t 1s cepable of produc ing with-
out producing st the sawe time the disasters that overtake
private eapitalism wheu the machines produce mare then can be
sold at & proflt. Ix disoussing the future of the Soviet
Union und the United States they usually argue thai the con-
tinued motivitlies of inventors and the inorsased efficleney
of machines will make inscluble in the Unlted States the

problem of meintaining privete profiv and at the sans time
giving
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glving employment, whereas they assert that the only effect
of lnereased efficlency of the machioe in the soviet Union
will be wider distribution of goods and cheaper prices.
If they put the matter conoretely, they usually olte sume
simple example, like the produetion of shoes, and argue
that &n ever lnereasing production of shoes in the Jovliet
Union will produce a drop ila prieea from say, JE.00 %o r31..&:"::!'
to rifty cents or less & palr to the great benefit of the
entire population; whereas, they argue that under our system
private profit is bound to disappear when the price of shoes
drops extraordinarily, and that the factories, belng depen-
dent for their ocomtinued activity upon the maintensnee of
private profit, will then be compelled to ¢lose and throw
thelr employees out of work. They have such confldence in
the future development of machine eetivity that they belleve
confidently thet the rise in the stendard of living in the
Soviet Union will be phenomencnslly rapid in splte of the
annual vast lnorease in population. They belleve that any
attempt to maintaln private profit by the limitatlon of pro-
duotion is doomed to ultimate failure because the lnereasing
effiolency of the maohines will necessitate even greater
gurteilment of the aotiviiy of the machines and ever greater
unemployment. And they argue that the prosperlity of e people
gannot be produced by the limitation of goods produced but
only by lnerease of goods produced.

The economie ideal of the Soviet Union at the moment ls
an ideal of self sufficleney. It 1s the hope of the Govern-
ment that within o decude the Soviet Union will be sble o

produse for ltself nearly all rew and flmished producis that
it



it needs.

The chlef needs of the Jewlet Unlon to-day are
machine tools, roud bullding mmphinery, and railroad
equipment of all sorts. The eumdition of transportation
throughout the Soviet Union is unbellevably bad. The
raldroads are in grest need of both rails end rolling stoock.
Modern highways do not exist. The latter statement may
seen exaggerated. 1t ls not exag srated. There are a
Tew asphalted rcads of an inferlor sort leading for a few
mlles out of a few citles. There iz no modern roud of sny
length in the entire eouniry. The koscow-leningred highway
itself is so full of holes as to be slmost impassuble. There
is literally no rosd whatscever from Losoow to Hiev or (dessa,
There is no passable road whatever along the north coast of
the Black Sea. In attempting to drive my automoblle over
that rosed recently I was compelled to take to the open rields
in order to obtaln & better surfece. The task of providing
the Soviet Unlon with modern roweds is ome which will econsume
vast energles for decades.

It would be out of plece in ihese general observations
to attempt io specify with regard to the progress of sSoviet
industry. It is sufficient to say that in spite of the
gross inefflolency of minor executives mnd foul housing of the
workers industry is going ahead repldly, It eppears, for
example, that the productivity of heavy industry will be
about 23% greater this year than lasi year.

The sducaticvnal system of the entire Unlon has been re-
organized by Bubnov durlng the past year and shows some signs
of leaving the realus of propagendsa for the areas of faot.

The aptusl resulis of bHubnov's reforms cannot yet be Jjudged
but
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but 1t 1s at least encoursging to know thot the teaching
of history no longer belugs with 1780 and is no lenger
confined to a history of revolts and revolutlons,

Greut emphasis is being plaeed ou sclentiflec research,
Competent Americun sclentists who have been here this sumuer

have lnformed me thut the work which is being done here now
in the flelds of biology, psychology, mathematics, and plant
and animal husbendry is at least equal to any work which is
being done in the United Statés.

In the fleld of art the Soviet Government is not atle
to point to any new mastorpleces, but can at least clalm
that it has not deastroyed the achlevements of the Czarlst
regime. The Moscow theaters are still the best in the
world, the ballet is incomparable, and the opera remsins good.
The orchestras are inferior to our own best orchestras.
Great encouregement has been glven to young painters but as
yot no extraordinary results have been produced. Indeed,
the best work I have seen is the work of the eriminals in
the reformatory at Bolshevo. Some of this work de so ex-
traordinarily fine that it inolices one to belisve that
modern penclogy may Cind it possible to turn certaln emotional
energles which cannot be expressed within the framework of
soclety away fron orime into art. The entire experimsmat
in the reclamation of eriminale, of whiech the institution
at Bolshevo 1s a part, ls perhaps the most suggestive achleve-

ment of the Soviet Union.
In general, it may be sald that while the men and women

of this country above the age of 25 feel that thelr lives

are drab and dresdful, the youth of the country is alive and

enthusiastie. Not only is a large propoption of the youth
convinged
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eonvineed that an earthly Paradise lles but a few years
ahead but alse much has sotuaily becn done to improve the
lives of the young.

The work for infants whieh ik done by the ochlldren's
greches is, on the whole, axcellent and the spread of sport
for the young has been phenomenal.

In 1914 sport In Russin was virtually unknown. To=-day
in Moscow alone there are 800,000 young men snd women en-
rolled in orgenized sport assoclutions. Hearly svery known
game is now played by the masses, Football, basketball,
volley ball, swimming, rowing, bleyoling, gymnestles, sksting,
hookey, skiing und gliding are the favorite sports, I be-
lisve that a considerabls interest in baseball may be de-
veloped.

The speed with which the Russians have tuken to polo
is charaoteristic of the avidity for sports and of the in-
terest of the Govemment insportas. As the Departmeént knows,
yolo was unknown %o the Soviet Unlon until this spring when,
as A result of a conversation with Vorosh 1lov and Budlemny,
I imported polc balls and mallets and with the assistanoce
of Mr. Charles W. Thayer began to teach the geme to the
oavalary of the Red irmy. The game ieg now belng played
by nine regiments. Varoshilov has ordered the geme to be
adopted by all eavalry regimente and Budienny informed me
a few days ago that a national polo championship tournament
would be held next sumer in the stadium at Moscow.

With internal affairs pursuing their normally abmormal
oourse, the single great worry of the leadera of the Soviet
Government is the poselbility of war. But the Soviet Foreign

mmummﬁ'nmmmuw
a
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& much more conelliatory attitude in all discusslons and

that it 1s belleved that there is no possibility whatever

of & Japenese attaok thia autumn, and but slkght posslbility
of an attack next spring. The Red Army has been so
strengthened end communications with the Far Eaet have been
80 luproved that the Soviet Government no longer fears defeat
in a war with Japan unless Jepen should have the ald of ger-
mony and Poland.

I have had many discussions with regard to the probable
oourse of a war in the Fer East. All Ruselans with whom I
have talked belleve that such a war would be long, that the
armies of the Soviet Union would be sble to hold out in-
deflnitely in the mountains to the eamst of Lake Baikal, that
Japanese morale would eventually disintegrate and the soviet
Unlon emerge as viotor.

The single great fear of the Soviet Unlon is that when
it had become fully engeged in war with Japan it might be
attacked by sither Foland or Germany or both. Litvinov's
efforts to esteablish the Eastern Locarno are, of course,
based upon this fear. 4t the moment, the Russlans mwye
suall hope that they willi be able to get through the Eastern
Locarno proposal but ere confident thé they will obtain an
sgreement with France and Cgzechoslovakia for mutual protea-
tion sgainst aggression. If the Soviet Union should be
able to obialn such an agreement with France end Czecho-
slovakia the leaders of the Government would feel that the
future was reascnably seoure.

For the moment at least, I believe thsat such s feeling

of security would not result in aggressive, lmpsrislistic
aotlvitlies. The pressnt thesis of the Soviet Government
is
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is that extensions of its domaln will come by voluntery
agglomeration and not by conquest. It is believed that

the rise in the standurd of living within the borders of

the Soviet Unlon wil. be so rapid and so grest that border
8tates such as Outer Mongolia, Fumanis, Lithuania, and per-
haps some of the Baltic States will eventually desire of
their own free will to become members of the Soviet Union.

The single large questlon mark in the forelgn outlook
of the leaders of the Soviet Unlon is England. The British
Government has made a number of friendly gestures toward
the Soviet Union recently but at the same time has made a
number of friendly gestures t-ulrard Japan, and whlle the
British Government supported the entrance of the Joviet
Union into the League of Natlons great skepticlsm was caused
in Moscow by the feot that England's g¢olonies end client
States (Portugel, Argentine and the Scandinavian countries)
all made difffoulties. |loreover, there ls a rumor about,
with regard to which I should bte grateful for any informa-
tion that might be furnlshed by our Embassy in London, to
the effect that when Barthou telked with Simon in London,
8imon sald categorically that England would view with great
disfavor a defensive allience betwesn the Sovlet Union and
France and intimeted that Frenee would have to chouse between
close cooperation with England and oclose cooperation with
the Soviet Unlon.

If at this lute date, the French should ococol in their
oocurtshlp of the Sovlet Unlon and should at the last moment
refuse to go through with the project for a defensive agree-
ment, the entire forelgn ocutloock of the Soviet Unlon would

alter greatly.
Our
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Our own diffioulties in coming to an agreement with
the Soviet Union in the meatter of debts and clalms are,
of oourss, intimately connected with the general soviet
position in foreigr affaira. If the Fremch should indeed
beoome ooocler in thelr attitude toward the Soviet Uniom

or if the Jepanese should become more menaclog, the Zoviet
Union would ferl much more disposed to reach sgreement with
us. At the present momsnt all the influence the Army
possesses in this country, and that Influence 1= very great,
is belng thrown on the side of close cocperation with the
United States. ILitvinov on the other hend hae been confi-
dent of late thst he need mot bother too nueh about the com-
dition of reletions between our countries. An elteratlonm
in the run of luck which he has had in the past year would
be apt to make him feel that our friendahip misht te of some
importsnce.

During the past year the activitles of the Third Inter-
national YJave besn subordinated complstely to the latereests
of the Soviet Unlon us a national Htate. Thers has Indeed
been a visible growth of natiomalism in the Sovlet Unlem.
Even the newspapers of the Communist Party now publish ar-
ticles under the heeding, "For the Fatherland." Ten years
ago such a heading would have been cause for a trip to
gilberia, if mot to an adjecent cellar and & Tiring squad.
Litvinov personally resers the setivities of the Third In-
ternational greatly as it has often diminisned the good
will which he has been engeged in bulldiany up sbroad. The
postponement of the Congress of the Third Imtermaticoal whieh
was scheduled to tuke place in August of thls jear to next
yoor was, I belleve, intimstely conuected with the delicete

aegotlations
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negotlatlons on the Zastern Bact whioh Litvinov was con-
Queting. He had no wish to neve his plans upset by wild
spesches in Moscow. The opinlon is now expressed widely
that the Congress of the Comintern will be postponed sine
die. Certainly st this moment the Soviet GCovernment ls
subordinuting the Third International completely to the
national interests of the Soviet Unlon.

In spite of the rapprochement with Frange, the Unlted
States remalns the most popular, or perhaps one should say,
the least unpopular and least suspected of capitalist
eountirles. The relationes of this Embassy with all ofri-
elals in Mescow are cordlal and the experiences in Central
Asia of Messrs. Westover and Enlow of the United States De-
partment of Agriculture show that the cordimlityand friend-
liness with which we ere received here may also be expeoted
by Amerlcan officlals in the remotest corners of the Soviet
Unlon. On thé other hand, (apropos of the entry of the
Soviet Union into the League of Nations) I was informed a
few days sge by a hlgh Soviet offlcial that it was now con-
sldered possible to reverse publie opinion in the Soviet
Union on any subject completely ln a period of three weeks,
Ae he sald rightly, "We have no Journalism and we have no
public opinion. ‘%e have a directed press which makes people
think whet we want them to think.* I cenuot guarantes,
thersfore, that any good will we may bulld up in Moscow may
not be completely demollished within e pericd of threes weeks.
But for the present our reletions, though unprofitable, are
agresable.

As I wrote at the begianning of this despatch, any

pleture of the Soviet Union becomes false almost as soon
as
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as it ls recorded. The spped of change slnoe 1914 has

been ineredible. And one can estimete the ksleldoscople
present only in terms of the derk past. The Russla of lil4d
was a swamp of llliterste peusants ouvered by an iridesocent
scum of aristoorats - dellightfully witty and gay arlstoerats
who viewed and ireated the lower glssses as anlmals and care-
fully kept them as close to animal status as posslble by the
use of pollice, sples, and corrupt priests.

The Russia of 1919 was & mass of starving onlldren and
starving mon and women fighting for bresd and agalnst the
tyrannies of the past under the leadership of Tanatles who
hed repleced koses by Marx, Christ by Lenin, Christianity by
Communlan,

The Fussla of 1954 still has no greator freedos than
under the Czars. It is = nation ruled by fanatles who are
ready to ssuorifice themselves and everyone else for thelr
religlon of communism. The general stenderd of living ls
atill below that of the lowest iduropean country. The old
are without hope. :

But the young have been caught yes and drllled in the
communist catechism and they belleve. ind there are many
spots of oleenliness and progress. There ls education
everywhere. There are magnificent factories snd dems. nd
there 1s the historiec soelident that the revolutlon colneided
with the development of the machine to & point of efficlency
whioch demanded & new form of distributive organizetlon and
that State capitalism offered a form in whleh the modern
mashine eould fumetion to full capacity. BGut off the beaten
track there 1s still the same filth, “l'lll.. fear, brutallty

and suffering of 19l4., It will be many years before the
fussian
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individual freedom and human dignity whioh are the birth-
right of égery imsrlecan.

Respectfully yours,

Williem ¢, Bullitt
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