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HEARINGS REGARDING COMMUNIST ESPIONAGE IN 
THE UNITED STATES GOVERNMENT 

SATUBDAY, JULY 31 , 1948 

UNITED STATES HOUSE OP REPRESENTATIVES, 
COMMITTEE ON UN-AMEKICAN ACTIVITIES, 

Washington, D. 0. 
The committee met, pursuant to call, at 10:45 a. m., in the commit­

tee room of the Committee on Un-American Activities, Hon. J. Parnell 
Thomas (chairman) presiding. 

Committee members present: Representatives J. Parnell Thomas 
(chairman), Richard M. Nixon, John McDowell, Karl E. Mundt, John 
E. Rankin, J. Hardin Peterson, and F. Edward Hubert. 

Staff members present: Robert E. Stripling, chief investigator; 
Louis Russell, William Wheeler, Donald T. Appell, and Robert Gaston, 
investigators; Benjamin Mandel, director of research; and A. S. Poore, 
editor, for the committee. 

The CHAIRMAN. The meeting will come to order. 
The record will show that those present are Mr. Mundt, Mr. Mc­

Dowell, Mr. Nixon, Mr. Rankin, Mr. Peterson, Mr. Hebert, and Mr. 
Thomas, and a quorum is present. 

Mr. Stripling, the first witness. 
Mr. STRIPLING. The first witness, Mr. Chairman, will be Miss Eliza­

beth T. Bentley. 
Miss Bentley, will you stand and be sworn ? 
The CHAIRMAN. Miss Bentley, please stand and raise your right 

hand. 
Do you solemnly swear that the testimony you are about to give will 

be the truth, the whole truth, and nothing but the truth, so help you 
God? 

Miss BENTLEY. I do. 
The CHAIRMAN. Mr. Stripling, before you start asking questions, 

the Chair would like to make a snort statement. 
Over a year ago this committee started to investigate espionage in 

the Government. We have had many witnesses in executive session, all 
of whom testified on this subject. 

The testimony received by us confirms in great detail the conclusions 
drawn by your investigative staff, and confirms the fact that there is a 
tremendous need for such an investigation and exposure and a convic­
tion in many cases in this country. 

We regret that the matter has not been prosecuted long before this. 
We believe that the matter should be prosecuted without further delay, 
and the committee recommends that a special grand jury be convened 
in Washington, D. C , in order to give special attention to the matter 
of espionage in the Government, and to bring the matter to an early 
conclusion. 
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HEARINGS REGARDING COMMUNIST ESPIONAGE IN 
THE UNITED STATES GOVERNMENT 

W E D N E S D A Y , A U G U S T 18 , , 1948 

UNITED STATES HOUSE OF REPRESENTATIVES, 
SPECIAL SUBCOMMITTEE OF THE 

COMMITTEE ON U N - A M E R I C A N ACTIVITIES, 

New York City, N. Y. 

EXECUTIVE SESSION 8 

The Mib'onimittee met, pursuant to notice, at 11:10 a. m., in room 
1400, Hotel Commodore, New York City, N. Y., Hon. Richard M. 
Nixon presiding. 

Committee members present: Representative Richard M. Nixon. 
Mr. NIXON. Let the record show that this is a meeting of the sub­

committee of the Committee oh Un-American Activities, in the Com­
modore Hotel, on the 18th of August 1945. The member present is 
Mr. Nixon. 

The witness will be Mrs. Alger Hiss. 
Mrs. Hiss, will you be sworn, please? 
Mrs. Hiss. Must I swear? 
Mr. NIXON. NO ; you can affirm, if you like. 

Mr. Hiss. Please stand. 
Mr. NIXON. Whichever you prefer. 

Mrs. Hiss. I much prefer to affirm. 
Mr. NIXON. Either one is standard practice. " 
Do you affirm that the testimony you are about to give will be the 

truth, the whole truth, and nothing but the truth? 
Mis. HISS. I do. 

TESTIMONY OF MRS. ALGER HISS, ACCOMPANIED BY ALGER HISS 
AND CHARLES DOLLARD 

Mr. NIXON. Mrs. Hiss, you are the wife of Alger Hiss ? 
Mrs. Hiss. Yes. 
Mr. NIXON. And you were living with Mr. Hiss in Washington, 

D. C , during the years 1934 to 1937? 
Mrs. Hiss. Yes; earlier than that. 
Mr. NIXON. I understand that. These are the years we are inter­

ested in. 
Now, at any time during the period 1934 to 1937 did you become 

acquainted with a person known to you by the name of George Crosley? 
Mrs. Hiss. I did. 

• Testimony taken in executive session and released during the public hearing, August 25, 
1948. 
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1012 COMMUNIST ESPIONAGE 

Mr. NIXON. Will you describe in your own words as well as you can 
recollect how you first became acquainted with the man, your recollec­
tion of the acquaintanceship? 

Mrs. Hiss. Well, I don't think I became acquainted with him 
Mr. NIXON. I am only interested in what you know yourself. 
Mrs. Hiss. My husband did, and through a business relationship I 

think it would be fair to call it. I don't think Tcan really be said to 
have been acquainted with him at all. 

Mr. Nixou. I see. 
When did you first meet him? 
Mrs. Hiss. I have no idea. I don't remember. I am sorry. 
Mr. NIXON. DO you recall whether it was the year 1934 or 1935 ? 
Mrs. Hiss. If I could just remember where I lived which year. 
Mr. NIXON. That would possibly be a help. Could you recall where 

you were living at the time you first met this man ? 
Mrs. Hiss. I don't remember first meeting him, so that isn't any help. 

What I was trying to remember was where I lived which year. I think 
it must have been in 1934. 

Mr. NIXON. Do you recall at what time of the year it was—summer, 
winter, spring, or fall? 

Mrs. Hiss. No; I don't. 
Mr. NIXON. I wouldn't ask you to remember the month, because it 

was a long time ago. 
Mrs. Hiss. I am sorry, I just don't. I just haven't the vaguest 
Mr. NIXON. DO you remember the occasion of the meeting? Was it 

in your home that you met him for the first time? 
Mrs. Hiss. NO; I am sorry; I don't remember that. I think it may 

have been. 
Mr. NIXON. Well, have you ever seen this man in your home? 
Mrs. Hiss. Yes; I have seen him in my home. 
Mr. NIXON. Well, can you recall the occasions of those meetings? 
Mrs. HISS. I have a vague recollection of this man and his wife 

looking at the apartment which we sublet to them, and I have a very 
distinct memory of their spending 2 or 3 days in our house before they 
moved into the sublet apartment. 

Mr. NIXON. And do you recall when those 2 or 3 days were spent 
approximately? 

Mrs. HISS. Well, they must have been in the summer of 1935, 
Mr. NIXON. And after they had spent the 2 or 3 days with you they 

moved into this sublet apartment? 
Mrs. HISS. That is right. 
Mr. NIXON. And do you recall approximately how long they stayed 

in your apartment ? 
Mrs. HISS. Well, several months. 
Mr. NIXON. Several months during the summer? 
Mrs. Hiss. Yes. 
Mr, NIXON. Of 1935? 
Mrs. Hiss. I think so. As I recall. I t all seems very long ago and 

vague. 
Mr. NIXON. Of course. Can you describe this man for us as well 

as you remember him? 
Mrs. Hiss. I have a very' dim impression of a small person, very 

smiling person—a little too smiley, perhaps. I don't recollect the face, 
but a short person. 
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Mr. NIXON. Do you recall taking a trip from Washington to New 
York with him and Mr. Hiss ? 

Mrs. Hiss. I don't really recall it. My husband spoke to me about 
that, and I don't recall it. 

Mr. NIXON. Do you recall the last time you saw this man ? 
Mrs. Hiss. NO; I don't recall it at all. I am afraid the only im­

pression I have was of being perhaps a little put out. 
Mr. NIXON. Put out about what? 
Mrs. Hiss. Well, I think the polite word for it is probably I think 

he was a sponger. 
Mr. NIXON. In other words, he stayed at your house, you mean, 

and 
Mrs. Hiss. I don't know whether you have, ever had guests, unwel-

corned guests, guests that weren't guests, you know. 
Mr. NIXON. He stayed at your house—you are speaking of the 3-

day period that he stayed there? 
Mrs. Hiss. I am not sure it was 3 days. I t certainly feels like more, 

but I don't know. I t was a short while. 
Mr. NIXON. But the impression from that 3-day period was that he 

was a sponger; is that what you mean ? 
Mrs. Hiss. I suppose I was busy and tired and it seemed a bother 

and inconvenience. 
Mr. NIXON. That completes the testimony. I have no further ques­

tions. 
Mrs. Hiss. Well, I am glad of that, and I have been very glad to 

come. 
Mr. NIXON. I appreciate your coming. 
Mrs. Hiss. I am glad it has been so quiet, because that was really 

what I had a strong distaste for. I would like to thank you for our 
just being together. 

Mr. Hiss. I greatly appreciate your courtesy, Mr. Nixon. 
. (Whereupon, at 11:20 a. m., a recess was taken until 11:45 a. m., 

at which time the subcommittee reconvened for further proceedings, 
the transcript of wliich will be found in another volume as of this date 
and place.) 
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Mr. BRAVERMAN. I do include the fifth amendment. 
Mr. STRIPLING. Mr. Chairman, I have certain information here 

which I do not wish to introduce a t this time. I want to introduce 
i t in open session. I have no further questions. 

I recommend that this witness also be cited for contempt of the 
committee. 

The CHAIRMAN. Tha t will be taken into consideration. 
Mr. Vail . 
Mr. V A I L . I have no questions, but I would like to comment briefly 

on Mr. Braverman's testimony. When a question is asked of any 
sound and patriotic American as to whether or not he is a member of 
the Communist Pa r ty , it has been our experience tha t he indignantly 
answered, "No," and when we find tha t individual who seeks refuge 
behind certain provisions of the Constitution refuses to answer tha t 
point-blank question we have no alternative but to believe, to assume, 
tha t tha t individual is a member of the Communist P a r t y , and you 
leave us, Mr. Braverman, with no alternative but tha t belief. 

You are satisfied to leave us with that impression; is tha t correct! 
Mr. BRAVERMAN. Mr. Vail, I repeat, the reason I have been sub-

penaed to this committee is because on two occasions I have represented 
witnesses before this committee, and this committee has seen fit on 
each occasion to a t tempt to put me under oath in front of my wit­
ness, has attempted to then go into my personal, private, and political 
life which is not at all material to the inquiry under investigation 
by th is committee, and that is my answer. 

Mr. V A I L . N O further questions. 
The CHAIRMAN. Mr. McDowell. 
Mr. MCDOWELL. I have no questions, but I would like to tell Mr. 

Braverman tha t there have been literally dozens and dozens of lawyers 
who have appeared here, some of them Communists, suspected Com­
munists, who declined to answer for various reasons, self-incrimina­
tion, and so forth. They were not sworn, and they were not asked to 
be sworn. The caliber of the answers of Mr. Rosen, your client, raises 
grave suspicion in the minds of the committee that a conspiracy 
to commit contempt has been established. This committee and all 
other committees of Congress will continue to have all the respect for 
the efforts of the law and lawyers, attorneys, but it is not beyond 
the bounds of possibility that an attorney, too, is a t ra i tor to his coun­
try. Tha t is all I have. 

The CHAIRMAN. D O you have any more questions? 
Mr. STRIPLING. No, sir. 
The CHAIRMAN. Does the chief investigator want this witness to 

remain under subpena ? 
Mr. STRIPLING. Yes, sir. 
The CHAIRMAN. All r ight , Mr. Braverman, you will remain under 

subpena, and you are excused now. 
Mr. STRIPLING. Mr. Chairman, on August 28, 1948, the committee 

issued a report entitled "Inter im Report on Hearings Regarding the 
Communist Espionage in the United States Government." I ask tha t 
this report be made a pa r t of this record a t this time. 

The CHAIRMAN. Without objection, it is so ordered. The meeting 
will now adjourn, to reconvene upon notice by the chairman. 

(Whereupon the meeting adjourned.) 

H i I 
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INTERIM REPORT ON HEARINOS RKOARDINO COMMUNIST ESPIONAOE IN THE UNITED 
STATES GOVERNMENT 

It has been the established policy of the House Committee on Un-American 
Activities since its inception that in a great, virile, free republic like the United 
States, one of the most effective weapons against un-American actvitles is their 
continuous exposure to the spotlight of publicity. It has also been our consistent 
position that the people of the United States—to whom this Government right­
fully belongs—are entitled to a clear picture of the extent of disloyal and inimi­
cal influences working secretly to destroy our free institutions whether they 
operate from within or without the Government. 

The current investigations and hearings dealing with past and present Com­
munist espionage activities in Government are therefore strictly in conformity 
with what the members of the House Committee on Un-American Activities con­
ceive to be their duty and responsibility to undertake. 

It is essential to the success of our efficient Federal Bureau of Investigation 
that it must not disclose all of its sources of information and methods of opera­
tion. It Is also a fact—although one which Is sometimes overlooked by the ill-
informed—that the FBI Is a fact-finding and investigating agency and not an 
exposure agency. Its duties are to find and record the facts so they will be 
available to jwliee officers, law-enforcement officials, and the prosecuting agencies 
of Government. It is not a vehicle for reporting to the public on the extent of 
nefarious activities. It is under the direction of the Attorney General of the 
United States, and its contacts with the public and with Congress are determined 
by policies established by him. 

In the United States we sometimes utilise the method of gathering and pre­
senting evidence which is represented by the grand jury. Grand-jury proceed­
ings are conducted in the greatest of secrecy. Jurors in these proceedings sit 
as judges of the evidence submitted, but their decisions as to guilt or to inno­
cence are made only after the officials conducting the proceedings ask them for 
a verdict as to specific points and on spectfic questions. In the case of a Federal 
grand jury, it therefore rests with the Attorney General as to what verdicts are 
sought, as to what evidence Is submitted, and as to what disposition is to be 
made of the material presented. Until a grand jury has Issued either an indict­
ment or a no-true bill, there Is no means of establishing either the guilt or the 
innocence of the people before it on the basis of what goes on behind its tightly 
closed doors. At best, the grand Jury Is not a vehicle for reporting to the public 
on the extent of un-American activities in a free republic. 

As contrasted with the FBI and the grand Jury, the House Committee on Un-
American Activities has a separate and a very special responsibility. It func­
tions to permit the greatest court in the world—the court of American public 
opinion—to have an undirected, uncensored, and unprejudiced opportunity to 
render a continuing verdlet on all of Its public officials and to evaluate the merit 
of many In private life who either openly associate and assist disloyal groups or 
covertly operate as members or fellow travelers of such organizations. It is as 
necessary to the success of this committee that it reveal its findings to the public 
as It is to the success of the FBI that it conceal its operations from the public 
view. 

The functioning of the Communist espionage rings In Government provides a 
dramatically vivid illustration of the functions of the three foregoing public In­
stitutions in their rendering of the service they are created to perform. 

The FBI functions to find and assimilate all of the facts available to that or­
ganization and to make them available to the prosecuting agencies of the Fed­
eral Government. The Federal grand. Jury functions to consider the evidence 
selected from these facts by the Attorney General and to pass judgment upon 
whatever verdicts It is asked to make by the Attorney General. The House Com­
mittee on Un-American Activities functions to alert the public concerning the 
existence and operation of these espionage practices, and to point up and pro­
pose the necessary new legislation to provide our country with greater safe­
guards and to enable it to protect itself against the constantly changing tactics 
and practices of world-wide and world-dominated communism and its American 
ramparts. 

We are an arm of the lawmaking branch of our Government. It Is our Job to 
explore, to study, and to investigate, and to determine if new laws are needed or 
present laws need strengthening. In pursuing this all-important function, full 
inquiry is essential, which Is the historic and special prerogative of the legisla­
tive branch of onr Government. The duties and functions of the Committee on 
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Un-American Activities are somewhat unique among the committees of Con­
gress, which are principally concerned with matters of commerce, taxes, and the-
operation of the Federal Government, but there is delegated to us the function 
of Investigating subversive influences which seek to destroy the Government and 
Institutions of the United States. 

In dealing with groups and individuals tha t engage in this subversive con­
spiracy, the commttee has the difficult task of pursuing Its Inquiry through reg­
ulations and procedures which, when formulated, were meant to apply only to 
law-abiding citizens of the country. 

It is noteworthy, for example, that not until the House Committee on Un-
Amerlcaij Activities began its current hearings on the subject did the 'general 
public have any knowledge that the now established and disclosed Communist 
espionage activities had reached into vital positions of high authority in Govern­
ment. Not until tliese henrings began did the general public or even the average 
Member of Congress have the evidence upon which to base decisions concerning 
the new legislation essential to our national security under prevailing conditions. 
Not until these henrings began did the people to whom this Government belongs 
have any direct evidence as to the men and methods being employed to subjugate 
our freedom to the tyranny nf a foreign totalitarian power. The false security 
of complacent ignorance is much worse than having eitiier no security or no 
complacency at all. 

I t is also t rue that in many Instances the crimes of treason and espionage 
are so difficult to punish by conviction because of technical devices and the 
necessity of so tightly defining tliese crimes, that if near treason and "virtual 
espionage" and "cold-war treason or espionage" are to be safeguarded against 
it is imperative that not only must the power of public opinion be marshaled 
against these disloyal and seif-serving practices but legislation must be enacted 
which will provide appropriate punishment for these specific derelictions. To 
do less than that is to deny to the people generally the protection and security 
they have a right to expect from alert public officials. 

REASONS FOB PUBLIC R E A B I N O S 

Questions are sometimes raised both by chronic critics of this committee and 
by sincere observers as to whether holding public hearings on questions of 
loyalty, espionage, and Communist conspiracy ever serves the public interest. 
These people hold that our committee should screen witnesses carefully in 
swre t executive sessions and sift the testimony, releasing to the public only 
such portions as the committee decides it should see or hear. 

I t is argued by those adhering to this position that this committee, in its 
zeal to protect the reputations and feelings of innocent people whose names may 
occasionally be injected into public bearings, should operate in large par t after 
the manner of a grand jury and in utmost secrecy, withholding from the public 
the steps by which evidence is accumulated and its decisions made. This com­
mittee yields to nobody in its earnest desire to protect the innocent and to 
expose the guilty. 

It is the established policy of this committee to protect in every feasible 
manner the reputations and the sensibilities of innocent citizens. It is also 
an established fact that in conducting public hearings—and this committee 
deplores the use of star-chamber, secret sessions unless public necessity requires 
them—an occasional mention of some innocent citizen in connection with a 
nefarious practice will inevitably occur. When it does, we provide every op-
jiortunity for those mentioned to clear themselves of all suspicion in the same 
forum before the same publicity media as in the case of the original allegations. 
In addition we have frequently inserted'memoranda in our fl?es to protect those 
innocently accused elsewhere from unjust attack or suspicion. 

At times, however, your committee is confronted with the necessity of running 
tile risk that a few innocent people may be temporarily embarrassed or the risk 
that 140,000.000 Innocent Americans may lie permanently enslaved. When neces­
sary to resolve the relative merits of two such risks as that, your committee 
holds to the position that its primary responsibility Is to that great bulk of our 
American population whose patriotic devotion to our free institutions deserves 
the greatest diligence in being protected against those who would utilize our B'll 
of Rights and our American freedoms to destroy permanently these great safe­
guards of personal liberty and human dignity. 

There is another very vital and Important reason why public hearings such as 
ere held by this committee provide an indispensable supplement to the off-the-



COMMUNIST ESPIONAGE 1 3 4 9 

record Investigations and activities of such institutions as the FBI and the 
grand jury. I t is Illustrated most recently by the controversial features of the 
Chambers-Hiss testimony. Despite the fact that Alger Hiss had l>een interrogated 
as to his connections with communism and Communists by at least two out­
standing Americans, Secretary of State Byrnes and John Foster Dulles, acting 
Independently, and by other Government officials, none of, these interrogatories 
had established the relatloship of Hiss and Chambers until our committee held 
its public hearings on this case. In fact, it was not until our public hearings 
had proceeded for some time that it was definitely established that Alger Hiss 
and Whit taker Chambers knew each other personally and rather intimately during 
the precise period of time that Whittaker Chambers testified that their associa­
tions took place. Mr. Hiss testified that he knew Whittaker Chambers by the 
name of "George Crosley" bnt he positively identified the man known today as 
AVhlttaker Chambers as the man he knew. He testified unequivocally that he 
not only knew Chambers (by name of Crosley) but that he let him use his 
apartment without ever receiving payment for it, that he loaned Chaml>ers 
money, that he loaned or gave him an automobile, and that he had even kept 
Mr. and Mrs. Chambers and their baby in his own home overnight on one or 
more occasions. Thus ttie connection between Alger Hiss and Whittaker Cham­
bers, as a man-to-man relationship, stands without challenge confirmed by the 
testimony of- both men and the public hearings held by this committee. This 
fact had never been established by other Investigations. 

It should also be noted that the stark fact that Alger Hiss and Whittaker 
Chambers, a self-confessed paid Communist functionary and espionage agent, 
were acquainted with each other and did have numerous transactions and asso­
ciations together, is of far greater significance under the circumstances than 
whether Chambers was known to Hiss by the name of 'Ca r l " or of "George 
Crosley." This fact has been established without challenge for the record by the 
public hearings of this committee, although through the years It had been estab­
lished by no other Investigation. 

Hiss will be given every opportunity to reconcile the conflicting portions of his 
testimony, but the confrontation of the two men and the at tendant testimony 
from both witnesses has definitely shifted the burden of proof from Chambers 
to Hiss, in the opinion of this committee. Up to now, the verifiable portions of 
Chambers' testimony have stood up strongly; the verifiable portions of the Hiss' 
testimony have been badly shaken and are primarily refuted by the testimony 
of Hiss versus Hiss, as the complete text of the printed hearings will reveal. 

IDENTIFICATION OF T H E ESPIONAGE GROUPS 

Elizabeth T. Bentley, in testimony before the committee, identified two Com­
munist espionage groups composed of Government employees and Government 
officials In Washington, D. C. Information supplied from the files of the Federal 
Government by members of these espionage groups was conveyed to New York 
City and turned over to agents of the Soviet Union, according to Miss Bentley. 
The members of these groups, as identified by Miss Bentley, and their employing 
Federal agencies for the period concerned in the testimony, are as follows: 

SlLVERMASTER G R O U P 

Nathan Gregory SUvermaster. Director of T.abor Division. Farm Security Ad­
ministration ; detailed at one time to Board of Economic Warfare. 

Solomon Adler, Treasury Department; agent in China. 
Norman Burster, Department of Justice. 
Frank Coe, Assistant Director, Division of Monetary Research, Treasury ; special 

assistant to United States Ambassador in London ; assistant to the Executive 
Director, Board of Economic Warfare and successor agencies; Assistant Ad­
ministrator, Foreign Economic Administration. 

Lauchlin Currle, administrative assistant to the President; Deputy Administrator 
of Foreign Economic Administration. 

Bela Gold (known to Miss Bentley as William Gold), assistant head of Division of 
Program Surveys, Bureau of Agricultural Economics, Agriculture Department; 
Senate Subcommittee on War Mobilization; Office of Economic Programs in 
Foreign Economic Administration. 

Mrs. Bela (Sonla) Gold, research assistant, House Select Committee on Inter­
s tate Migration; labor-market analyst, Bureau of Employment Security; 
Division of Monetary Research, Treasury. 
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Abraham George Silverman, director, Bureau of Research and Information, 
Service*, United States Railroad Retirement Board; economic adviser and chief 
of analysis and plans, Assistant Chief of Air Staff, Materiel and Services, Air 
Forces. 

William Taylor, Treasury Department. 
William Ludwig Ulimann, Division of Monetary Research, Treasury ; Materiel 

and Service Division, Air Corps Headquarters, Pentagon. 

PEBLO GROUP -

Victor Perlo, head of brand in Research Section, Office of Price Administrat ion; 
War Production Board; Monetary Research, Treasury. 

Bdward J. Fitzgerald, War Production Board. 
Harold Glasser, Treasury Department; loaned to Government of Ecuador; loaned 

to War Production Board; adviser on North African Affairs Committee In 
Algiers, North Africa. 

Charles Kramer (Krevitsky), National Labor Relations Board; Office of Price 
Administrat ion; economist with Senate Subcommittee on War Mobilization. 

Solomon Llschinsky, United Nations Relief and Rehabilitation Administration. 
Harry Magdoff, Statistical Division of War Production Board and Office of 

Emergency Management; Bureau of Research and Statistics, W P B ; Tools 
Division, Wl 'B : Bureau of Foreign and Domestic Commerce. 

Allan Rosenberg, Foreign Economic Administration. 
Donald Niven Wheeler, Office of Strategic Services. 

Miss Bentley also testified that Irving Kaplan, an employee of the War Pro­
duction Board at the time, was associated with both groups, paying dues to the 
Perlo group and submitting information to the Silvermaster group. She identi­
fied the late Harry Dexter White, then Assistant Secretary of the Treasury, as 
another individual who cooperated with the Silvermaster group. 

UNATTACHED INDIVIDUALS 

Miss Bentley further testified that there were certain individuals employed in 
the Government who cooperated in obtaining information from the flies of the 
Government for the use of Russian agents but who were not actually attached 
to either the Silvermaster or Perlo groups. These individuals, as named by Miss 
Bentley, and the governmental agency with which they were employed during 
the period concerned in the testimony, are as follows: 
Michael Greenberg, Hoard of Economic Warfare ; Foreign Economic Admin­

is t ra t ion; specialist on China. 
Joseph Gregg, Coordinator of Inter-American Affairs, assistant In Research 

Division. 
Maurice Halperin, Office of Strategic Services; head of Latin American Division 

in the Research and Analysis Branch; head of Latin American research and 
analysis. State Department. 

J. Julius Joseph, Office of Strategic Services, Japanese Division. 
Duncan Chaplin Lee, Office of Strategic Services, legal adviser to Gen. William J. 

Donovan. 
Robert T. Miller, head of political research, Coordinator of Inter-American Af­

fa i rs ; member. Information Service Committee, Near Eastern Affairs, State 
Department; Assistant Chief, Division of Research and Publications, State 
Department. 

William 7,. Park, Coordinator of Inter-American Affairs. 
Bernard Redinont, Coordinator of Inter-American Affairs. 
Helen Tenney, Office of Strategic Services, Spanish Division. 

William Remington, of the Department of Commerce, was mentioned by Miss 
Bentley before the Senate investigation committee as having been associated 
with this group. 

WAKE-ABT-WITT GBOUP 

On August 3, the committee heard the testimony of Whit taker Chambers. He 
testified regarding an underground apparatus which was set up by the Com­
munist Par ty in the early thirties for the purpose of infiltrating the Federal 
Government. The members of this group, according to Mr. Chambers, and their 
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governmental employment during the period concerned in the testimony, are as 
follows: 
Harold Ware (deceased), Department of Agriculture. 
John J. Abt, Department of Agriculture; Works Progress Administration; Senate 

Committee on Education and Labor; Justice Department 
Nathan Witt, Department of Agriculture; National Labor Relations Board. 
Lee Pressman, Department of Agriculture; Works Progress Administration. 
Alger Hiss, Department of Agriculture; Special Senate Committee Investigating 

the Munitions Industry ; Justice Department; State Department. 
Donald Hiss, State Department; Labor Department. 
Henry H. Collins, National Recovery Administration; Department of Agriculture. 
Charles Kramer (Krevltsky), National Labor Relations Board; Office of Price 

Administration ; Senate Subcommittee on War Mobilization. 
Victor Perlo, Office of Price Administration; War Production Board; Treasury 

Department. 
SUMMARY Or WITNESSES AND TESTIMONY 

Testimony regarding Communist espionage activities within the Government 
involving approximately 40 Individuals Was given before the committee by 
Kllzabeth Terrlll Bentley, Whlttaker Chambers, and Louis F. Budenz, admitted 
former functionaries of the Communist Party. 

Mr. Chambers was formerly editor of the (Communist) Daily Worker and of 
the New Masses. He is now a senior editor of Time Magazine. Mr. Budenz 
was formerly managing editor of the (Communist) Daily Worker. He is now a 
professor at Fordham University. 

Miss Bentley, according to her own testimony which has been verified by 
Mr. Budenz, was formerly active in Communist underground activity. The 
Committee is in possession of supporting evidence to establish these previous 
Communist affiliations. 

Of these forty-odd Individuals named, Lauchlin Currie, Harry D. White (de­
ceased), Bela Gold, Sonia Gold, Frank Coe, Alger Hiss, Donald Hiss, appeared 
before the committee at their own request and categorically denied the accusa­
tions made by Miss Bentley and Mr. Chambers. 

Henry H. Collins, Victor Perlo, Abraham George Silverman, William Ludwlg 
Ullmann, Nathan Gregory Silvermaster, John Abt, Lee Pressman, Nathan Witt, 
Duncan Chaplin Lee, Robert T. Miller, and Charles Kramer appeared In response 
to subpenas. Alexander Koral, who was allegedly involved in these activities, 
was also subpenned. J. Peters, alleged head of the Communist underground 
in this country, will be served with a subpena on August 30. 

Norman Bursler, Allan Rosenberg, Solomon Adler, Solomon Lischinsky, Mary 
Price, Donald Niven Wheeler, Edward J. Fitzgerald, Harold Glasser, Joseph 
Gregg, Rose Gregg, Irving Kaplan, and certain Russian contacts known only 
as Frank, Al, and Jack, have not appeared before the committee. Harold 
M. Ware is deceased, as is also Jacob N. Golos. 

Ten witnesses (Alexander Koral, Henry H. Collins, Victor Perlo, Abraham 
George Silverman, Nathan Gregory Silvermaster, William Ludwig Ullmann, 
John Abt, Lee Pressman, Nathan Witt, and Charles Kramer) refused to affirm 
or deny membership in the Communist Party on the ground of self-incrimination. 
These 10 witnesses on the same grounds, also refused to affirm or deny contacts 
with 1 or more of the 40 Individuals allegedly involved In espionage or with 
Elizabeth Terrlll Bentley or Whittaker Chambers. 

Nine of these witnesses (Alexander Koral, Victor Perlo, Abraham George 
Silverman, Nathan Gregory Silvermaster, William Ludwig Ullmann, John Abi, 
Lee Pressman, Nathan Witt, and Charles Kramer) refused to affirm or deny 
charges made against them by Elizabeth Terrlll Bentley or Whlttaker Chambers. 

No charge of Communist Party affiliation was made against either Lauchlin 
Currie or Harry Dexter White. Both denied such affiliation. However, both 
admitted acquaintance with various members of the espionage group named by 
Elizabeth Bentley and Whittaker Chambers. 

The following persons who were charged with being Communist Party mem­
bers denied such affiliation: Bela Gold, Sonia Gold, Duncan Chaplin L •<•, Alger 
Hiss, Donald Hiss, Robert T. Miller, and Frank Coe. They all admitted, how­
ever, associations and acquaintance with various members of the espionage groups 
named. Alger Hiss, after previous denials, admitted knowing Whittaker Cham-
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bers as George Crosley. Duncan Chaplin Lee and Robert T. Miller admitted 
knowing Miss Bentley, the former acknowledging also acquaintance with Jacob 
Golos, Miss Bentley's superior, now deceased. 

WHY THE8B HEARINGS WERE DEFERRED UNTIL JULY 

The committee would like to make It emphatically clear why we undertook 
public hearings on espionage activities within the Government a t this time. 
In February of 1947 the committee's investigations determined that , certain 
Government employees had engaged in espionage activities. We knew that 
certain divisions of the Government were under rigid surveillance by the FBI . 
The committee later became aware of the fact tha t a secret blue ribbon grand 
Jury had been convened in New York City to consider this Government espionage. 
In deference to the functions of the grand Jury, and of the investigative and 
prosecuting agencies of the executive branch of the Government, the committee 
took no action or pursued no investigation which would in anywise jeopardize 
or interfere with the prosecution of the persons involved. Several hearings 
which the committee had scheduled and was prepared to hold were postponed 
because of the grand Jury's investigation. 

In July of 1048, however, when the grand jury recessed after sitting for 
14 months without returning any indictments, or Issuing a no true bill, or 
making any other disposition concerning the persons involved In this espionage 
activity, the committee-felt compelled to bring to the attention of the American 
people the information that it had before it. 

When we called Elizabeth T. Bentley before our committee on July 31, we were 
fully aware that her Information and allegations had been thoroughly checked 
by the FBI, and that they had been substantiated. When the committee called 
before It Whit taker Chambers we knew that he had advised a high official of 
the Government as early as 1939, of the information that he knew through 
first-hand knowledge of the operations of the Communist apparatus within the 
Government during the period 1934 through 1937. Because of the fact tha t the 
Government files are not available to the committee, we could not determine 
what official action had been taken on the allegations of Chambers. We were 
in possession of no information that his story had ever been disproved or dis­
credited. We thought his testimony should be brought out to show tha t this 
Communist penetration in the Government began as early as 1934, and that it 
culminated in the actual operation of the espionage rings as described by Miss 
Bentley. 

HISS-CHAMBERS TESTIMONY 

One of the most difficult problems which has faced the committee has been that 
of resolving the conflict between the testimony submitted by Whittaker Chambers 
and Alger Hiss. Chambers testified on August 3 that Hiss was a member of a 
Communist underground group of Government workers during the period 1934-37 
when Chambers was serving as a Communist Party functionary in Washington. 
On August 5 Hiss categorically denied the charges of Chambers that he was or 
ever had been a member of the Communist Party, and furthermore denied ever 
having known Chambers or "having laid eyes upon him." As a result of exhaus­
tive investigation by the committee's staff and of hours of executive session testi­
mony from Hiss, Chambers, and all others who had Information concerning the 
conflicting stories. Hiss finally admitted on August 17 for the first time that he 
actually had known Chambers as George Crosley, during the period in question. 

As a result of the hearings and Investigations which have been conducted by 
the committee to date, these facts have been clearly established: (1) There is 
no doubt whatever but that Chambers from 1931 to 1938 was a paid functionary 
of the Communist Par ty and that from 1934 to 1937 he operated as a membar of the 
Communist underground among Government workers in Washington. (2) The 
refusal of Nathan Witt, John Abt, Henry Collins, Lee Pressman, and Victor Perlo 
to answer any questions concerning their activities as members of this group on 
the ground of self-incrimination and to answer as to whether or not they were 
members of the Communist Par ty during that period is in itself strong corrobora­
tive evidence for Chambers' story. (3) By his own admission Hiss knew Cham­
bers for a period of at least 10 months during the period in question and possibly 
longer. It is also clear that Hiss knew Chambers very well as indicated by his 
admission thnt he sublet bis furnished apartment to him, that be met him on 
various occasions for lunch, that on at least one occasion he gave him a ride to 
New York from Washington, that for several days the Chambers family visited 
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In the Hiss home and that he loaned money to Chambers, and that he gave him an 
automobile. (4) While admitting' that he knew Chambers, Hlsa still denies that 
he knew that Chambers was a Communist, and that he, Hiss, was a member of 
the Communist Par ty a t any time. 

Hiss testified on August 16 and 17 that at the time tha t he leased his apartment 
to Chambers he gave him a 1929 Ford-automobile. In his testimony In the public 
session on August 25, however, when confronted with documentary evidence which 
committee Investigators produced, that he actually had transferred the car In 
1936 to the Cherner Motor Co. who the same day transferred it to one William 
Hosen, Hiss changed his position on the car and testified in a manner which to the 
committee seemed vague and evasive. He stated that lie could not recall whether 
or not he gave the car to Chambers or whether he loaned it to him. He could not 
reqall whether he gave it to him at the same time he sublet the apartment to him 
or whether he did so several months later after Chambers had left the apartment. 
He had no recollection whatever of having transferred the car to the Cherner 
Motor Co. although he admitted that the signature on the transfer of title was his 
own. He said that it was possible that he could have given the car to Chambers 
and that Chambers could have given it back to him, and that he later could have 
transferred It to the Cherner Motor Co. but that lie could not recall what hap­
pened. 

This much concerning the testimony In regard to the car can definitely be con­
cluded. Hiss stated on August 10 and 37 that lie sold or gave the car to Crosley 
(Chambers) at the same time that he sublet the apartment to him, and that a t 
the time that he did this he had another car which he himself was using. A check 
of the records by the committee staff showed that Hiss did not acquire another 
car until several months after the apartment transaction was concluded and 
that he actually transferred the car over a year later to the Cherner Motor Co. 

His vague and evasive testimony on this transaction raises a doubt as to other 
portions of his testimony. In this connection it should be observed that on 19S 
occasions Hiss qualified his answers to questions by the phrase "to the best of 
my recollection" and similar qualifying phrases, while Chambers, on the other 
hand, was for the most part forthright and emphatic in his answers to questions. 

For example, Chamliers testified on August 7 that Hiss had expressed a desire 
to transfer the automobile in question to a Communist Par ty worker and that he 
effected this transfer by taking the car to a used-car lot which was operated by 
a Communist sympathizer, who in turn was to turn it over to a Communist organ­
izer. To date the committee's investigations of (be car transaction tend to bear 
out Mr. Chambers' version of what happened rather than Hiss' version. The 
only evidence of the transfer of the car Is of the transfer to the Cherner Motor 
Co. in 1936 and to William Rosen to whom the car was transferred by Cherner. 
When questioned by the committee, Rosen refused to answer any questions con­
cerning the car or concerning whether lie was a member of the Communist Par ty 
on the ground of self-incrimination. The committee will continue to pursue its 
investigations of this transaction. 

In summary, the developments of the Hiss-Chambers controversy to date war­
rant the following conclusions: 

1. Despite his denial that he has ever been a member of the'Communist Par ty 
or had any friends who were Communists, Hiss has admitted knowing and asso­
ciating with Harold Ware, Nathan Witt, John Abt, Henry Collins, I*e Pressman, 
and Whittnker Chambers, all of whom are either known or admitted members of 
the Communist Party, or who have refused to answer the question as to whether 
they were members of the Communist Party on the ground of self-incrimination. 
It stretches the credulity of the committee to believe that Hiss could have known 
these people, including Chambers, as well as he did without at some time sus­
pecting that the j were members of the Communist Party. 

2. The committee believes that Mr. Hiss was not completely forthright in bis 
testimony before the committee on August 5 when he failed to tell the committee 
tha t he noted a familiarity about the features of Whittaker Chamliers when a 
picture of Chambers was shown to him. He has since admitted that he told 
several friends before the hearing of his noting this familiarity but when shown 
a picture of Chambers he deliberately created the impression that the face meant 
nothing to him whatever. It is bard to believe that Hiss could have known 
Chambers as well as he admits he knew Crosley without being able to recognize 
the picture which was shown him during the hearing of August 5. 

3. Hiss has either failed or refused to tell the committee the whole truth con­
cerning the disposition of his 1929 Ford automobile. It is Inconceivable that a 
roan would not remember whether he had given a car away twice or a t all and It la 
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just as Inconceivable that he would not recall whether a person to whom he had 
given the automobile had later returned It to him. 

4. Despite the fact that Hiss Rays he knew Chambers under the name of Crogley, 
a thorough Investigation by the committee has failed to date to find any person 
who knew him by that name during the period in question. The committee be­
lieves that the burden is upon Hiss to establish that Chambers actually went 
under the name of Crosle.v at the time he knew him and that Hiss knew Crosley 
ag a free-lance writer rather than as the admitted Communist functionary which 
Chambers actually was during that period. 

OBSTRUCTIVE TACTICS BY W H I T E H O U S E 

The committee's investigation of espionage among Government workers has 
been hampered at every turn by the refusal of the executive branch of the Gov­
ernment to cooperate in any way with the investigation due to the President's 
loyalty freeze order. Not only have the executive agencies refused to turn over 
to the committee the loyalty files of the suspected members of the spy rings but 
they have even gone so far as to refuse to turn over the employment records of 
these individuals. The committee can see no excuse whatever for such arbitrary 
action since it is obvious that turning over employment records would in nowise 
involve disclosing sources of information or confidential data. Had the execu­
tive agencies of the Government cooperated with the committee In its investiga­
tion, there is no question but what the public would now have full Information 
concerning all the ramifications of the espionage rings. The committee has pro­
ceeded to obtain this information In every way possible and eventually will see 
that it is presented to the public, but the committee deplores the fact that the 
executive branch of the Government will In no way aid the committee In Its 
efforts to protect the national security from those who are doing everything they 
can to undermine and destroy it. 

RESPONSIBILITY OF T H E ATTORNEY GENERAL 

The committee again calls upon the Attorney General of the United States 
to vigorously enforce the existing espionage and other laws against those who 
are participating In the Communist conspiracy. These laws should be enforced 
without regard (o partisan or political considerations because the very security 
of the Nation is at stake. The failure of the Attorney General to enforce the laws 
as vigorously as he should has been in large part responsible for the growth and 
power of the Communist conspiracy in the United States. 
. The committee again calls upon the Attorney General to forward to the Con­
gress at the earliest possible date recommendations for strengthening the espi­
onage laws so that they will be adequate to deal with the Communist conspiracy. 
As long ago as February 5 the Attorney General appeared before the Legislative 
Subcommittee of the Un-American Activities Committee and declared that amend­
ments to the espionage laws were essential in order to meet the new techniques 
which had been developed by the Communists and other foreign agents. He 
assured the committee that his recommendations would be forwarded to the Con­
gress at an early "date. Members of this committee have repeatedly requested the 
Attorney General since that time to give the Congress his recommendations for 
needed changes of the espionage laws, and as yet have received no response what­
ever as to what changes are needed. 

The Attorney General has from time to time Inferred that (hose who partici­
pated in the Bentley spy ring might be immune from prosecution under present 
laws because of the Inadequacy of those laws. This investigation has shown 
clearly that a well-organized and dangerous espionage ring operated In the 
Government during the war; and if present laws are Inadequate, as the Attorney 
General has inferred, to prosecute the members of this ring, it is the solemn 
responsibility of the Attorney General to forward to the Congress immediately 
his recommendations for needed changes in the espionage laws so that the national 
security can be protected. 

It is also Imperative that the Attorney General proceed promptly to call the 
New York special grand Jury back into session to consider his recommendations on 
the disposition of the evidence he has placed before It. The public has the clear 
right to have this proceeding concluded by indictments where indicated, by a no 
true bill where warranted, and by a full report by the Attorney General on his 
disposition of the case. 
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T H E COMMUNIST UNDERGROUND APPARATUS 

In the past the committee has dealt primarily with the open manifestations and 
activity of the Communist Party. From time to time, however, witnesses have 
called our attention to the existence of a far-reaching and ramified underground 
organisation. The Communist Party lias been compared with a submarine with 
its small periscope exposed and its destructive apparatus beneath the surface. 

The testimony of Elizabeth Terrlll Bentley and Whittaker Chambers has dis­
closed the existence of compact, conspiratorial rings consisting of Communists 
within the Government. These rings maintained their contact with the Com­
munist Party through one designated person known to them only by a pseudonym. 
This person in turn contacted the representative of the Soviet military intelli­
gence. Through this single contact the members of each ring paid their party 
dues, received literature and instruction, and transmitted documents and infor­
mation. There is every reason to believe that the committee has merely scratched 
the surface of these activities, that more of these groups exist than have been 
disclosed by available witnesses, and that such groups are still operating within 
the Government, 

This condition provides a factual answer to those who raise the fear that appro­
priate legislation may drive the Communist Party underground. The party is In 
fact and by Its own choice already In large measure underground. 

HOW COMMUNIST CONSPIRATORIAL TACTICS CHANGE 

Throughout the world and throughout all time a prime facet of Communist 
conspiracies has been the utilization of every device and protection the law of the 
land provides to escape detection, to avoid punishment, and to utilize the safe­
guards provided to protect the Innocent to establish their godless tyranny to 
provide a dictatorship for all but the favored few. 

This committee has witnessed the constantly changing practice of these devices 
of deceit and this misuse of constitutional safeguards by American Communists 
Since its first inception. 

First, Communists sought to defy the subpena power of the Federal Govern­
ment as exercised by the regularly constituted committee of the Congress. Then 
they resorted to slander, abusive invective, and diabolic mistruths about the 
Congress as a whole and the members of congressional investigating committees 
in particular. They defied the right and the power of Congress to investigate 
their conspiratorial activities, seeking to protect themselves by untruthfully 
describing themselves as a "political party." 

For a time they refused to answer all pertinent questions before congressional 
committees. This committee continued to try to change its tactics and Improve 
Its techniques to cope with the chameleonlike tactics of these Communist con­
spirators. Finally, in the Josephson case the Supreme Court upheld the right of 
a congressional committee to cite for contempt a recalcitrant or contemptuous 
witness. A long series of convictions and jail sentences has now resulted as a 
consequence of cases cited for contempt by Congress. 

Confronted with this situation, the Communist legal cell in America has lately 
developed yet a new tactic. They now counsel their Communist clients to fall 
back upon the fifth amendment and to resort to the statement, "I cannot answer 
the question on the grounds of self-incrimination," when any question is asked 
whereupon a forthright reply uiight-expose their guilt or complicity. Utilization 
of the grounds of self-incrimination carried to the extreme and unreasonable 
extent now recommended by Communist counselors could conceivably develop 
to the point where all legislative investigation processes would be stymied com­
pletely and the Communists could cloak their conspiratorial and treasonable 
activities in and out of Government by this device. This committee is now 
studying methods of legally meeting this new challenge to constitutional au­
thority as It has studied past devices developed and utilized by Communists for 
similar purposes. It urges the cooperation and assistance of the best legal 
counsel in America to aid it in arriving at a proper course of action in the 
Interests of our national security in this uncertain and insecure juncture in our 
Nation's history. 

The committee recognizes and desires to protect the constitutional right to use 
the fifth amendment, but the Communist Party has now resorted to the extreme 
of Invoking this constitutional right as a cover-all for any and all activities 
whether possible incrimination may or may not be involved. They have employed 
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It as a device for refusing to provide the committee with any pertinent Informa­
tion concerning Communist activities In America. 

PRESENT OBSERVATIONS AND FINDINGS 

This committee will issue a final report on the Communist espionage hearings 
Just as soon as it appears that all evidence has been gathered, verified, and 
evaluated. In the meantime, this interim report is being issued to acquaint the 
public with the salient features of what lias transpired to date. For that reason, 
too, the complete transcripts of all hearings to date are now in the hands of the 
Government Printing Office and will be available to the public a t an early date. 

We are not attempting in this report to preview the final findings which this 
committee will make, since every day brings In new facts which we must erplore 
and exhaust. I t Is our purpose to ferret out and expose every available fact In 
connection with the entire espionage conspiracy which t h e Communists have 
established and operated in our executive agencies. Until that Is done, other 
Interim reports may be issued. The final report will not be delayed a day beyond 
that necessary to complete the vast amount of investigation, interrogation, and 
exploration which lies nhend of us and the staff investigators and subcommittees 
which will move forward diligently on this vital matter. 

As of this date, however, it is possible to record certain findings and observa­
tions which we believe will be helpful in aiding the public and the Members of 
Congress generally to understand the significance of what is being uncovered by 
these hearings. 

(1) It is now definitely established that during the late war and since then, 
there have been numerous Communist espionage rings a t work in our executive 
agencies which have worked with and through the American Communist Par ty 
and its agents to relay to Russia vital information essential to our national 
defense and security. Russian Communists have worked hand In hand with 
American Communists In these espionage activities. 

(2) It is established beyond doubt that there is grave need for vigorous, 
persistent, and courageous continued investigation to determine the identity of 
those guilty of past offenses, the methods employed in the past and at present 
to move carefully selected Communist agents and their sympathizers into key 
positions of Government, and to break up all Communist espionage conspiracies 
and activities prevailing at this time. These situations should command and 
receive the most diligent attention of this committee, of the Attorney General's 
office and the grand jury proceedings under Ills authority, and of the Federal 
Bureau of Investigation. They should proceed without partisanship and without 
prejudice, i t would be greatly in the public interest if they could receive the 
supiM>rt of the White House rather than to be obstructed by It. This committee 
believes the eradication of espionage from the Federal Government should com­
mand the same cooperation between the While House and the Congress and 
between the two major American political parties as has been utilized In the 
formation and implementation of our bipartisan foreign policy. 

(3) As evidence of this committee's sincerity in desiring to cooperate fully 
with the executive agencies in the ferreting out of all disloyal and un-American 
practices in Government during our committee's existence, we have opened our 
tiles to the security officers and loyalty board representatives of the executive 
departments. This year alone these representatives of the executive depart­
ments have paid over 14,000 official visits to our file rooms. They have been 
accorded full cooperation. Contrariwise, under the President's Executive order, 
the tiles and records of the executive departments on all matters of loyalty and 
security have been firmly closed, not only to our committee but to all committees 
of Congress and to the general public. We hold that this is an unwholesome, 
an unwise, and an unsafe situation. 

(4) Since the committee has not completed Its Investigation, it Is not prepared 
at this time to forward to the Attorney General specific charges of perjury. 
However, we have made available to the United States Attorney a complete 
transcript of the hearing in this case and shall continue to keep him supplied 
with the full text. The committee Is not a prosecuting body; that responsibility 
rests with the Department of Justice and not this committee. 

(5) Investigations and hearings thus far completed offer convincing and com­
pelling rensons why new legislation is necessary to safeguard this free Republic 
against the new and clever conspiratorial tactics developed by Communists to 
promote and conceal their espionage activities and their disloyal purposes. 
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Among the dangers which must be met by new legislation are at least the 
following, on the basis of existing evidence; continuing investigations may de­
velop the need for yet additional legislative act on— 

(A) Communists must be required by law to register so that the present under­
ground activities of the party will be subject to at least this additional weapon 
of exposure and detection. This was a feature of H. R. 5852, approved by this 
committee this year and overwhelmingly passed by the House on May 19. 

(B) Communists should be denied by law the privilege of employment by the 
Federal Government, with adequate penalties on both those seeking employment 
as Communists and those knowingly giving appointive positions to Communists. 
This also was a feature of H. R. 5852. 

(C) Passports should be denied American Communists who utilize these pass­
ports to further their conspiratorial plots against our American freedoms as they 
confer with their co-consplrators abroad. This, too, was a feature of H. R. 5852. 

(D) Legislation should be adopted making it more difficult for unlimited 
numbers of foreign Communists to enter the United States and making it easier 
for this Government to deport or imprison Communist emissaries who utilize 
their entrance into the United States to attack or undermine our American 
institutions. 

(E) The espionage laws of the United States should be amended or tightened 
so as to provide appropriate jienaltles for Government officials who, without 
authority, relay secret and significant information affecting our national security 
to the representatives of any foreign power, friend or enemy, peacetime or war. 

(F) Legislation should be adopted making it impossible for the executive 
branch of the Government to deny to the legislative branch of the .Government 
necessary information dealing with the loyalty of employees of the Federal 
Government. 

(G) All of the provisions of H. R. 5852 should be adopted at the next session 
of Congress, with certain amendments herein suggested, together with other 
definitive language and provisions enabling it to cope with some aspects of Com­
munist activities, evasions, and tactics which the current investigations and 
hearings are making apparent to all. Among these is the new Communist tactic 
of evading detection and impeding the processes of legislative investigation 
through an unwarranted and unjustifiable misuse of the protections which the 
fifth amendment to the Constitution rightfully provides for those unjustly ac­
cused or those decent, patriotic Americans who may at times And themselves 
required M defend themselves in a court of law. 

(H) Legislation should be adopted by the next session of Congress which 
sharply Increases the penalties for those convicted of contempt of Congress. 

(I) During the course of these hearings, our committee was shocked to have 
before it witnesses who hold Reserve commissions in our armed forces and who 
refused to answer under oath whether or not they were, are, or ever have been 
members of the Communist Party. It was equally shocking to have former 
high officials of the Federal Government take such a position. The committee 
therefore recommends that the armed services revoke the commission of any 
officer who refuses to answer this question. The Communist Party is now ac­
cepted In all quarters as not being a political party in fact but a conspiracy 
working for the overthrow of the Government of the United States. The com­
mittee further recommends that any official or employee of the Government who 
will refuse to state under oath whether or not he Is a member of the Communist 
Party should be removed, and his name "flagged" against any future Govern­
ment service. 

This report unanimously approved by a vote of the committee, August 27,1948. 
« 1 : 

» 



APPENDIX 

The following is material which has been ordered by the committer 
to lie included in the record of these hearings: 

WASHINGTON. D. C , August IS, 1948. 
Hon. J. PARNKLI, THOMAS, 

Chairman, Committre on Vn^Ameriran Activities, 
House of Representatives, 

Washington, D. C. 
M Y PEAR MR. T H O M A S : Under date of August 12, the following statement was 

given to the press : 
"1 have only recently returned to Washington, D. C , and wish to state that the 

charges which I have learned through the newspapers Miss Bentley has made 
against me are false. I have never knowingly associated with any person or 
group engaged in espionage. I have not transmitted confidential Information 
except as authorized in the line of duty as a Government employee. I have never 
heen and am not now a member of the Communist Party. To the best of my 
knowledge, I have never met Miss Bentley or coramuplcated with her in any way." 

I would appreciate an opportunity of appearing before your committee In order 
(hat I might deny Miss Bentley's allegations or implications arising therefrom 
concerning myself. I t would further be appreciated If you would make this 
communication a par t of your committee's official records. 

Very truly yours, 
WlMXMf.H. TATIX>R. 

Hon. J . PARNEU, THOMAS, > 
Chairman, Committee on Un-American Activities. 

House of Representatives, 
Washington, D. C. 

WA8HIN6TON, D. C , September 2,1948. 
M Y DKAR MB. CHAIRMAN: I was away from Washington at the time Elizabeth 

T. Bentley appeared before the House Committee on Un-American Activities on 
July 31,1048, and made certain charges against me. 

Upon my return to Washington, I issued a statement to the press denying in full 
Miss Bentley's allegations. On August 13, 1948, I wrote to you, enclosing a copy 
of my statement to the press, and offering to appear before your committee to 
deny Ruch allegations in person. I believe my letter was received by your office 
August 14, 1948, the day on which hearings In this matter were recessed until 
September 7. 

Two weeks after the hearings were recessed, the committee Issued an interim 
report, in which all of those named by Miss Bentley were listed. This list was 
followed In the report by a statement as to those who had appeared before the 
committee and had denied the accusations made by Miss Bentley, those who were 
subpenaed and appeared in response to subpenas, those who have not appeared, 
those who refused to affirm or deny membership in the Communist Party, those 
who refused to affirm or deny charges made against them by Miss Bentley, and 
those who denied membership In the Communist Party. My name did not appear 
\inder any of these classifications, nor was any reference to my denial made 
In the report. 

In view of my public denial of the accusations made against me and my offer to 
appear voluntarily before the committee, I am desirous that the commltte's public 
records shall show these facts. 
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In order to facilitate this matter, I am attaching an affidavit denying Miss 
Bentley's charges, which I have sworn to under oath before a notary public. I 
should like to request that this affidavit be included in the public records of the 
committee. 

Sincerely yoars, 
W I U J A M H. TAYLOB. 

Attachment. 

DISTRICT OF COLUMBIA, ««.-

AFFIDAVIT 

William H. Taylor, being duly sworn, deposes and says as follows: 
I was away from Washington when Miss Elizabeth T. Bentley first appeared 

before the House Committee on Un-American Activities and made certain 
charges against me. When 1 returned to Washington and had an opportunity 
of reading a transcript of Miss Bentley's testimony concerning me, I issued a 
statement to the press denying her allegations. Under date of August 13 I sent 
a copy of this press statement to the chairman of the committee, and stated that 
I would appreciate the opportunity of appearing before the committee to deny 
these charges in person. 

I was born in Revelstoke, British Columbia, Canada, on March 30, 190(1. I 
came to the United States in 1928 ui>on graduation from the University of British 
Columbia, to attend graduate (lasses in economics at the University of California 
in Berkeley, under the terms of a fellowship that had been awarded me. I 
received my Ph. D. degree in economics from the University of California in 1935. 
During the period prior to 1941. I held several academic positions both in 
American and Canadian universities. In 1937 I made my application for first 
papers as an American citizen. I completed my waiting period and was nat­
uralized in March 1940. 

My association with the Government began in January 1941. I had been on 
sabbatical leave from the University of Hawaii, and while visiting Washington 
1 was offered an appointment with the Division of Monetary Research of the 
Treasury Department as an economic analyst. My employment with that Divi­
sion continued ontll December 1940, when I resigned to accept a position with 
tne international Monetnry Fund. Of the 6 years I spent with the United States 
Government, nearly 4 years were spent In Government service overseas. 

It Is my understanding that the charges made by Miss Bentley against me are 
as follows: 

1. That I am or was a member of the Communist Party; ' 
2. That I participated as a member of an espionage group; and 
3. That I transmitted confidential Information to persons with the intent that 

such Information would be delivered to agents of the Soviet Union. 
I would like to answer each of these allegations in turn : 
1. I am not now and never have been a member of the Communist Party, nor 

have I ever been a member of any organizations or agencies which I had reason 
to believe were affiliated with the Communist Party or sponsored by It. 

2. In reply to Miss Bentley's second allegation, I have never been a member 
of any espionage group. It is true that I know some of the people mentioned by 
Miss Bentley. My relationship with these people was at all times one that was 
proper and in keeping with my position as a Government employee. Most of 
those whom I knew were also employed hy the Treasury Department. 

3. As for the third allegation, I deny that I ever transmitted confidential in­
formation to any person with the intent that such information should be delivered 
to agents of the Soviet Union. I deny that I ever transmitted confidential Gov­
ernment information or made Information available to any person other than as 
required or proper In my line of duty as a Government employee. 

in connection with the allegations of Miss Bentley and my denial of them, 
I wish to state that to the best of my knowledge I have never met Miss Bentley 
or communicated with her in any way. I have studied newspaper photographs 
of Miss Bentley carefully, and to the best of my knowledge I do not know this 
woman under the name of Elizabeth T. Bentley or any other name. Her state­
ments are certainly not bated on any personal relationship. So far as I know, 
she does hot contend that she ever knew or met me. Miss Bentley did state that 
she "believed" I had been in China and Portugal on. missions for the United 
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States Government. I t is of Interest that , of the 15 months that I spent In 
China, almost 9 months were spent as a prisoner of the Japanese. I have never 
been to Portugal. 

W W J A H H. TAYLOR. 
Subscribed and sworn to before me this 3d day of September 1948. 
[SEAL] 

SANDY X. DRMOU, 
Votary Public, District of Columbia. 

HOUSE or REPBESENTATTVES, 
COMMITTEE ON UN-AMERICAN ACTIVITIES, 

Washington, September 8, J948. 
Mr. WILLIAM H. TAYLOH. 

Washington, /) . C. 
DEAR MR. TAYU>B: I am in receipt of your letter of September 2 and the en­

closed affidavit. Pursuant to your request, I shall be glad to see that your letter 
of August 13, as well as your letter of September 2 and the attached affidavit 
a re included in the printed record of the committee's hearings which will be 
published sometime next week. 

• • * At the present time, I am unable to advise you whether they intend 
to call you before the committee. However, (f you desire to be heard, the 
committee will be glad to set a date for you. 

Sincerely yours, 
J. PARMELL THOMAS, Chairman. 

WASHINGTON, D. C, August 30, 1948. 
CoajMrrnts ON UN-AMERICAN ACTIVITIES. 

Vnited States House of Representatives, Washington, D. C. 
DEAR S I R S : In view of the publication of my name in your interim report 

this week end as an individual contacted by Miss Elizabeth Bentley, I would 
like to take this opportunity to repeat the statement I made to the press several 
weeks ago when my name first came up in the testimony, so that you may have 
it in your flies. 

This young lady, according to newspaper accounts, says I never gave her 
any secret information, so that makes It pretty clear. 

I am not now and never have been a Communist, as everyone who knows me 
will attest . 

Some <i years ago or so, when I was a news editor in the newsroom of the 
Coordinator of Inter-American Affairs, editing shortwave broadcasts for Latin 
America, a young lady interviewed iue three or four times about our news 
broadcasts and programs. 

She said her name was Helen Johnson and that she did articles and research 
for I'M and other publications. We discussed only material that was avail­
able and given to hundreds of other newspaper reporters and agencies, and that 
could have been gotten by listening to the radio any day of the week. I never 
handled any other kind of material, and would not have divulged any secret 
material, even if I had. 

I suppose this alleged Miss Johnson is Miss Bentley, but as she herself says, 
she never got anything secret from me. 

During most of the time Miss Jolmson-Bentley says she was working In an 
espionage ring, I was a sergeant In the United States Marine Corps. I fought 
overseas in the Pacific and was wounded In action in defense of my country, my 
home, and my family. I fought for the principles of democracy which this 
Nation represents and which 1 cherish, and am ready to defend once again, If 
ever the call comes. 

I have voluntarily supplied these facts to the Federal Bureau of Investigation 
since the question came up this month, and I will be glad to furnlBh any addi­
tional information about myself you may need, or to testify as to tbese facts 
under oath, if you think that will he useful. 

I would be deeply appreciative If—in view of the publication of my name In 
your interim report—you would be kind enough to include this letter or its sub­
stance In any future report you may publish. 
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And If, for any reason, you should care to have me appear before your com­
mittee, I would be grateful If you would advise me before my departure. As you 
know, I am staff correspondent for the news magazine, United States News and 
World Report, in Argentina and South America. I have been on vacation and 
temporary assignment here in the United States, but I am being sent down to 
resume my post in Buenos Aires In less than 2 weeks. I will be leaving Wash­
ington about September 9. 

Thank you. 
Very sincerely yours, 

BERNARD S. REDMONT. 

SEPTEMBER 8, 1948. 
Mr. BERNARD 8. REDMONT, 

Washington, D. C. 
DEAR MR. REDMONT : This office is in receipt of your letter of August 30 and, 

pursuant to your request, the committee will be glad to place your letter In the 
record of the proceedings of the committee in connection with the testimony of 
Elizabeth T. Bentley. 

These hearings will be printed within the next week, and I shall be glad to we 
that you receive a copy. 

Sincerely yours, 
ROBERT B. STRIPLING, Chief Investigator. 

SEPTEMBER 3,1948. 
Representative J. PABNEI.L THOMAS, 

Chairman, Bouse Committee on Vn-A merivan Activities, 
House of Representatives, Wush inaton, D. C. 

DEAR S I B : On August 13, 1948, I appeared before a special subcommittee of 
your committee and, after making a statement denying the allegation of Miss 
Bentley concerning myself and answering questions of the subcommittee, I re­
quested permission to ask Miss Bentley questions concerning the statement she 
had made about me. This was refused. Likewise, permission to make an oral 
statement in place of the questions or to amend my original statement was refused. 
The chairman suggested that 1 submit a written statement for the consideration 
of the committee. 

As the committee may recall, my original statement pointed out that the recent 
hearings of the committee have many aspects of a trial by a criminal court. I 
wished to ask questions of the person who had made the allegation in order to 
secure a t least part of the assistance which criminal courts provide to people 
accused—namely, the right of cross-examination. In my opinion the submission 
of questions In writing for the consideration of the committee is not in any sense 
a substitute for cross-examination and I have therefore decided not to present 
written questions. 

Very truly yours, 
FBANK OOE. 
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SOVIET ESPIONAGE WITHIN THE UNITED STATES 
GOVERNMENT 

INTRODUCTION AND SUMMARY , ' / 

Communist espionage has broken through "we security forces of trie 
United States Government and made off with secret information of 
both military and diplomatic character concerning our national plans, 
policies, and actions. 

This espionage system has been carefully developed over a period 
of more than 15 years and it has been successful to a degree critical 
to the welfare and safety of the people of this Republic. 

Following are some details, drawn together from testimony 
taken by the House Committee on Un-American Activities in recent 
months, concerning the operations of just ONE such Communist 
apparatus set up in Washington, D. C , for the benefit of world com­
munism. 

This report should be read as a supplement to the committee report 
of August 28, 1948, which dealt with operations of that same Commu­
nist apparatus known up to that time. It should also be read with the 
thought in mind that many of the more intimate and extensive particu­
lars of evidence sworn to by witnesses under oath are not here disclosed. 
The committee is withholding these for the time being because the 
Department of Justice and other agencies of the executive branch are 
undertaking to bring prosecutions against faithless Government ser­
vants and other Soviet agents on the basis of existing law. 

The experiences of the committee in collecting the evidence on which 
this report is based have led us to recommend new legislation, par­
ticulars on which will be found in the closing chapter of this document. 

BACKGROUND INFORMATION 

Forty-eight hours after publication of the Russo-German pact of 
August 23,1939, one Whittaker Chambers, a Communist agent, decided 
to abandon communism. He tried to see the President of the United 
States to expose the nature and details of the Communist conspiracy 
in this country. 

He was unsuccessful, but finally did reach Aasistant Secretary of 
State Adolf Berle and gave an outline of his activity on the basis of 
which Secretary Berle took notes from him for an hour and a half. 

In 1941 Chambers furnished similar information to representatives 
of the Department of Justice, the effect of which was to indicate that 
he, Chambers, had been an important member of a Communist ap­
paratus in Washington which was still at that time operating among 
officers of the United States Government holding positions of high 
public trust. 

l 



Conditions in America present the 
most fertile soil for Soviet espionage. 

—VICTOR KRAVCHENKO, 
Former Soviet official. 

The Communist Party is like a sub­
merged submarine; the part that you 
see above water is the periscope, but 
the part underneath is the real Com­
munist organization; that is the con­
spiratorial apparatus. 

—J. PETERS, 
Russian head of a Communist 
spy ring in the U. S. A. 
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2 SOVIET ESPIONAGE WITHIN THE U. S. GOVERNMENT 

On August 3, 1948, the committee subpenaed Whittaker Chambers 
before it in connection with its investigation of Communist espionage 
within the Government. He then gave testimony concerning the 
operations of the Communist apparatus and information which he 
had sought to disclose to the executive branch of the Government ! 

in 1939. 
After receiving Chambers' first sworn public testimony, our com­

mittee and its staff of eight investigators began a diligent investiga­
tion of his credibility and started exploring the many leads offered. 

This procedure led finally to the public confrontation before our 
committee in Washington on August 25, 1948, of Whittaker Chambers 
and Alger Hiss, president of the Carnegie Endowment for Inter­
national Peace, a former special assistant and director of the Office of 
Special Political Affaire, United States Department of State, and 
former Secretary General of the San Francisco Conference for the 
Drafting of the United Nations Charter. 

As a result of the evidence obtained by our investigators, plus the 
testimony brought out in the public hearings of Hiss and Chambers, 
(his committee issued an interim report on August '28,1948, from which 
report the following quotations should be helpful in reviewing the 
present status of the current espionage investigation: 

QUOTATIONS FROM COMMITTEE'S REPORT OF AUGUST 28 

Not until file House Committee on Un-American Activities began its current 
hearings on the subject did the general public have any knowledge that the now 
established and disclosed Communist espionage activities had reached into vital 
positions of high authority in Government. Not until these hearings began did 
the general public or even the average Member of Congress have the evidence 
upon which to base decisions concerning the new legislation essential to our 
national security under prevailing conditions Not until these hearings began 
did the people to whom this Government belongs have any direct evidence as to 
the men and methods being employed to subjugate our freedom to the tyranny 
of a foreign totalitarian power. The false security of complacent ignorance 18 
much worse than having either no security or no complacency at all. 

* * * * * V * 

It was not until our public hearings had proceeded for some time that it was 
definitely established that Alger Hiss and Whittaker Chambers knew each other 
personally and rather intimately during the precise period of time that Whittaker 
Chambers testified that their associations took place. Mr. Hiss testified that he 
knew Whittaker Chambers by the name of George Crosley but he positively 
identified the man known today as Whittaker Chambers as the man he knew. 
He testified unequivocally that he not only knew Chambers thy name of Crosley) 
but that he let him use his apartment without ever receiving payment for it, 
that he loaned Chambers money, that he loaned or gave him an automobile, and 
(hat he had even kept .Mr. and .Mrs. Chambers and their baby In his own home 
overnight on one or more occasions. Thus the connection between Alger Hiss 
and Whittaker Chambers, as a man-to-man relationship, stands without chal­
lenge continued by the testimony of both men and the public bearings held by 
this committee. This fact had never been established by other investigations. 

It should also be noted that the stark fact that Alger Hiss and Whittaker 
Chambers, a self-confessed paid Communist functionary and espionage agent, 
were acquainted with each other, and did have numerous transactions and asso­
ciations together i,s »f far greater .significance under the circumstances than 
whether Chambers was known to Hiss by the name of "Cart" or of ''George 
Crosley." This fact has been established without challenge for the record by 
the public hearings of this committee, although through the years it had been 
established by no other investigation. 

Hiss will be given every opportunity to reconcile the conflicting portions of his 
testimony, but the confrontation of the two men and the attendant testimony 
from both witnesses has definitely shifted the burden of proof from Chambers 
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to Hiss, in the opinion of this committee. Up to now, the verifiable portions of 
Chambers' testimony have stood up strongly; the verifiable portions of the Hiss 
testimony have been badly shaken and are primarily refuted by the testimony 
of Hiss versus Hiss, as the complete text of the printed hearings will reveal. 

• • • * * * • 
As a result of the hearings and investigations which have been conducted by the 

committee to date, these facts have been clearly established: (1) There is no 
doubt whatever but that Chambers from 1931 to 193H was a paid functionary of 
the Communist Party and that from 11)34 to 1937 he operated as a member of the 
Communist underground among Government workers in Washington. (2) The 
refusal of Nathan Witt, John Aht, Henry Collins, I^ee Pressman, and Victor Perlo 
to answer any questions concerning their activities as members of this group on 
the ground of self-incrimination, and to answer as to whether or not they 
were members of the Communist Par ty during that period Is In itself strong 
corroborative evidence for Chambers' story. (3) By his own admission, 
Hiss knew Chambers for a period of at least 10 months during the period in ques­
tion and possibly longer. It is also clear that Hiss knew Chambers very well as 
indicated by his admission that he sublet his furnished apartment to him, that he 
met htm on various occasions for lunch, that on at least one occasion he gave him 
a ride to New York from Washington, that for several days the Chambers family 
visited in the Hiss home and that lie loaned money to Chambers, and that he gave 
him an automobile. (4) While admitting that he knew Chambers, Hiss still denies 
that he knew that Chambers w a » a Communist, and that he, Hiss, was a member 
of the Communist Party at any time. 

Hiss testified on August 16 and 17 that at the time that he leased his apartment 
to Chambers he gave him a 1929 Ford automobile. In his testimony in the public 
session on August 2v>, however, when confronted with documentary evidence which 
committee investigators produced that he actually had transferred the car in 1936 
to the Cherner Motor Co., who the same day transferred it to one William Rosen, 
Hiss changed his position on the car and testified in a manner which to the com­
mittee seemed vague and evasive. He stated that he could not recall whether or 
not he gave the car to Chambers or whether he loaned it to him. He could not 
recall whether he gave it to him at the same time he sublet the apartment to him 
or whether he did so several months later after Chandlers had left the apartment. 
He had no recollection whatever of having transferred the car to the Cherner 
Motor Co. although he admitted that the signature on the transfer of title was 
his own. He said that It was possible that he could have given the car to Cham­
bers and that Chambers could have given It back to him, and that he later could 
have transferred it to the Cherner Motor Co. but that he could not recall what 
ha ppened. 

This much concerning the testimony in regard to the car can definitely be con­
cluded : Hiss stated on August 16 and 17 that he sold or gave the car to Crosley 
(Chambers) a t the same time that he sublet the apartment to him, and that at the 
time that he did this he had another car which he himself was using. A check 
of the records by the committee staff showed that Hiss did not acquire another 
car until several months after the apartment transaction was concluded and that 
he actually transferred the car over a year later to the Cherner Motor Co. 

His vague and evasive testimony on this transaction raises a doubt as to other 
portions of his testimony. In this connection, it should be observed that on 198 
occasions Hiss qualified his answers to questions by the phrase "to the liest of 
my recollection" and similar qualifying phrases, while Chambers on the other 
hand, was for the most part forthright, and emphatic in his answers to questions. 

* * * * * * * 
The committee again calls upon the Attorney General to forward to the Con­

gress a t the earliest possible date recommendations for strengthening the espion­
age laws so that they will be adequate to deal with the Communist conspiracy. 

* * * * * * * 
It is also imperative that the Attorney General proceed promptly to call the New 

York special grand jury back into session to consider his recommendations on Hie 
disposition of the evidence he has placed before it. The public has the clear 
right to have this proceeding concluded by indictments where indicated, by a no 
true bill where warranted, and by a full report by the Attorney General on his 
disposition of the case. 

* * * * * * * 
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The final report will not be delayed a day beyond that necessary to complete the 
vast amount of investigation, interrogation and exploration which Ueg ahead of 
us and the staff investigators and subcommittees which will move forward dili­
gently on this vital matter. 

KECENT DISCLOSURES 

Subsequent to the public confrontation before this committee, 
Chambers repeated his charges against Alger Hiss in a radio program 
in response to a challenge by Hiss to do so. Th i r ty days later, 
Alger Hiss brought suit against Whi t taker Chambers in Federal court 
in Baltimore, Md., charging libel and slander. On November 17, 
pretrial depositions were being taken by the attorneys for Mr. Hiss, 
and dur ing the examination of Chambers he was asked, in substance, 
whether he had any documentary material to support his allegations. 

Thereupon Chambers submitted a number of typewrit ten documents 
which he said Hiss had given him. Chambers said these documents 
had been copied from State Department records, most of which were 
very confidential and classified as restricted to high Government offi­
cials for use and knowledge.1 

Alexander Campbell, head of the Criminal Division of the Depart­
ment of Justice, was called in immediately and the material was turned 
over to him. The various part icipants in the deposition were directed, 
in the interest of national security, to keep silent on the whole matter. 
On December 1, 1948, there appeared in a Washington newspaper an 
item to the effect that new and sensational information had been sub­
mitted in the Hiss-Chambers controversy. Later the same day, the 
United Press s ta ted: 

[The Washington Dally News, Wednesday. December 1, 1948, p. 3] 

Hiss AND CHAMBERS PEEJUBY PEOBE HITS DEAD END 

(By United Press) 
The Justice Department is about ready to drop its investigation of the cele­

brated Alger Hiss-Wnittaker Chambers controversy, It was learned today. 
Department officials still have "under study" the question of a possible perjury 

prosecution. But officials said privately that unless additional evidence is forth­
coming, they are Inclined to forget the whole thing. 

The perjury question arose when Mr. Chambers, an admitted ex-Oomniunist 
who is now with Time magazine, charged under oath that Mr. Hiss was a mem­
ber of a prewar Communist underground in official Washington. Mr. Hiss, a 
former State Department official, denied It—also under oath. 

Their conflicting statements were made during House Un-American Activities 
Committee's hearings last summer on Communists in the Government. The 
committee turned their testimony over to the Justice Department for a perjury 
investigation. 

One department source said that on the basis of available evidence, officials 
in charge of the case believe it would be unwise to take it before a grand jury. 
But he emphasized this attitude could change overnight If the House committee 
or the Department investigators dig up some new evidence. 

The FBI has taken part in the Department's Investigation. Attorney General 
Tom C. Clark has assigned the case to Special Assistant John Ford Baecher and 
United States Attorney George Morris Fay. 

The suggestion of the United Press story greatly disturbed members 
of the committee who had, all this time, continued to press their own 
investigation. On the same day Representative Richard Nixon and 
the chief investigator to the committee, Robert E. Str ipl ing, proceeded 

1 See appendix, exhibits 5-65. 
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to Westminster. Md., to question Mr. Chambers, and to obtain, if pos­
sible, any evidence in his possession which related to espionage or other 
illegal activities. Mr. Chambers, when questioned by Mr. Nixon, 
stated that he had been informed he would be in contempt of court if 
he discussed what he had submitted at Baltimore, at the pretrial 
hearing. 

Chambers did not tell Mr. Nixon what evidence he had submitted at 
the pretrial examination except that he indicated it was highly im­
portant. That night when the chief investigator and Mr. Nixon re­
turned to Washington, representatives of the FBI were immediately 
informed of the conversation. 

The following morning, upon instructions of the committee, a sub-
pena was issued for Chambers calling upon him to produce all docu­
ments or material in his possession dealing with this case. While this 
was not the first subpena served upon Chambers by the committee, it 
was the first subpena calling for documents. 

It shoidd also be remembered that no other Government agency had 
ever before issued a subpena upon Chambers calling for documents, 
though he had, in September, been summoned to New York before a 
special Federal grand jury on espionage as a result of the disclosures he 
had made in his first public hearings by this committee. When he re­
ceived the committee subpena for papers on December 2, Chambers said 
he was prepared to turn over all information in his possession, and 
thereupon he was accompanied by Committee Investigators Wheeler 
and Appell to his home in Westminister, Md., where he produced the 
five rolls of microfilm. 

Three rolls were encased in a lightproof metal cylinder sealed with 
tape. However, one of the cylinders had been mashed or opened pre­
viously, and Chambers informed the investigators at the time of hand­
ing them over that he felt sure that this roll had been light-struck 
and would be worthless. These three rolls of film, he informed the 
committee agents, were undeveloped. The other two rolls had been 
developed and were wrapped in oilpaper. 

The two agents marked and identified the developed film and un­
opened containers and returned to Washington, arriving about mid­
night. Investigator Appell locked the film in his bureau in his home 
and brought it in to the committee offices at 9:15 the following morn­
ing. It was submitted to the chief investigator, who'examined the 
developed film through an enlarging equipment and determined that 
secret and confidential documents of the State Department were pic­
tured thereon. 

He then instructed Mr. Wheeler to proceed with the developed film 
to the laboratory of a photographic technician in the Treasury De­
partment, for the purpose of taking enlarged pictures. 

Mr. Appell, upon instructions, proceeded to the photographic labora­
tory of tne Veterans' Administration with the undevelopjed film, where 
a photographic expert formerly with the FBI carefully developed and 
preserved tne evidence in full. 

The committee wishes to emphasize that this film received expert 
technical attention from the time it was received by the committee 
from Mr. Chambers to the present time, and that none was destroyed 
or light-struck after it was surrendered to the committee. 
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IMPORTANCE OF T H E EVIDENCE 

State Department officials have testified before the committee that 
publication of some of these documents even today, more than 10 years 
after they were originally written, would endanger the national 
security. 

An indication of the wide diversity of the subjects covered, and the 
confidential character of the messages involved, can be obtained by re­
ferring to the appendix of this volume, in which are reproduced those 
documents which have been approved for release by the State De­
partment.2 

Perhaps the most significant and disturbing feature is the fact that 
Messrs. Sumner Welles, John Peurifoy, and Francis B. Sayre, present 
or past high State Department officers, 41II agree that with documents 
of this type in their possession, agents of foreign governments would 
be able to break the most secret diplomatic codes of the United States. 

Following is an excerpt from the testimony of Mr. Sayre : 
Mr. NIXON. Mr. Sayre, in this connection I have been somewhat interested in 

comments of some columnists and, in fact, one case attributed to an anonymous 
source in the State Department—I say "anonymous" because the official sources 
have spoken completely to the contrary on this point—to the effect that the in­
formation contained in these documents wasn't lmimrtant anyway and it dldnt 
make much difference if the Russians did get it or anything else. 

Do you agree there was nothing Important or nothing wrong with turning this 
stuff over? 

Mr. SAYRE. I violently disagree, not only because of the substance of these 
cables, but because some of them were In the highly confidential codes. 

Now, some of those codes—for instance, the Gray code, so-called—I suspect 
that other governments had that, but they didn't have these highly confidential 
codes; and for these telegrams to get out at the time they did meant that other 
governments could crack our codes, and that, I think, Is indescribably horrible. 

Mr. NIXON. In other words, it is not only a question of this information, but 
it Is the question of the potential information which they might have obtained? 

Mr. SAYRE. By cracking the code, which gives them the run of the whole thing. 
This, in fact, means that not only did the government which received 

these identified documents have access to the information available 
in them, but tha t they, without question, also had complete access to all 
of the secret and confidential messages transmitted by the State De­
par tment dur ing the period involved, through knowledge of the code 
system. Since this was in the general historical era of the Stalin-
Hi t ler pact, it is also likely that Nazi Germany and subsequently J a p a n 
may have known our State Department secret codes and communica­
tions, before and dur ing the war. 

I t should also be kept in mind that the documents which Mr. Cham­
bers turned over to the committee, and in the pretrial hearing, con­
stitute only 1 week's supply of information and a very small proportion 
of the total volume which Chambers had transmitted to the Soviet 
Union prior to the time he decided to break with the Communist 
Par ty . 

Chambers ' testimony is that he first started to microfilm documents 
and transmit them to the Soviet Union in the early par t of 1935, and 
that the operation had continued weekly until Apri l 1938. 

If the documents which have been released by the committee, only 
1 week's fraction of the total volume which Chambers had obtained and 

• See appendix, exhibit* 66-116. 



SOVIET ESPIONAGE WITHIN THE U. S. GOVERNMENT 7 

transmitted to the Soviet agents, were the only documents which 
reached the Soviet Union, the committee would consider the effect 
on United States security serious enough. 

However, the testimony of Whittaker Chambers is that during the 
2 years previous to the receipt of this particular batch of documents, 
he had been running a veritable espionage production line out of the 
State Department and other departments of the Government, the 
output of which was being funneled to Moscow by way of a skillfully 
run transmission belt. 

HOW CHAMBERS GOT THE DOCUMENTS 

Chambers testified that he had two sources of information in the 
State Department. His principal source, from which he obtained 
most of the strictly confidential documents, operated in the following 
manner: 

The source would bring the documents out in a brief case and take 
them home. There, Chambers would take over the brief case and go on 
to meet a photographic expert at a prearranged place. The expert 
would take the brief case and documents to a laboratory in Baltimore, 
put the documents on film, and would return the brief case and con­
tents to Chambers the same night. 

Sometimes Chambers stated it would be as late as 1 in the morning 
before he got the brief case back. He would then proceed to the home 
of his source, deliver the brief case, and the documents would be re­
turned to the State Department files. 

Chambers would then pick up the microfilms in Baltimore, place 
them in a tobacco pouch, and carry them to New York, where he would 
deliver them to a Colonel Bykov, of the Soviet espionage system, who 
was at that time known to Chambers only as "Peter". 

Because the committee does not wish to hamper the prosecution of 
cases under the jurisdiction of the Department of Justice, we are not 
making reference at this point to the names of the people whom Cham­
bers has given as coconspirators in this criminal activity. 

As far as the committee has been able to determine, Colonel Bykov 
had no official position in this country and was an illegally present 
alien spy. 

The committee has taken the detailed testimony in as many aspects 
of this case as possible without interfering with the grand jury. It 
has before it evidence of the manner in which Colonel Bykov ap­
proached the sources of information within the Government and ar­
ranged, in cooperation with Chambers, for the furnishing of this in­
formation which Chambers swears was sent to the Soviet Union. 

The leaders of the Russian underground in this country caused to 
be delivered to four high sources in the Federal Government, who, 
had been unusually productive, expensive Russian Bokhara rugs, in 
appreciation for their unusual service to the Soviet Union. The com­
mittee at this time is withholding the names of the recipients and the 
interrogating details in order not to interfere in the present investi­
gation of the Federal grand jury on espionage now convened in New 
York City. 

However, at the proper time, we intend to make full disclosure, 
not only of this rug deal, but all matters of evidence, with specific 
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details, as to one of the most serious espionage cases in United States 
history. 

Chambers testified that between 1932 and 1938 he obtained docu­
ments from the State Department, the Bureau of Standards, the 
Aberdeen Proving Ground, and certain information from the Navy; 
also that the same ring with which he worked got vital information 
from key United States industries. The documents pictured on the 
microfilm, which had been developed at the time we secured them from 
Chambers, were highly confidential and classified documents from 
the Department of State, the most important of which came from 
the office of Assistant Secretary of State Francis B. Sayre. 

These documents bore the official stamp of Mr. Sayre and have been 
identified by him as having been taken from his office. Four people 
had access to these documents once they arrived at Mr. Sayre's office, 
namely: Francis B. Sayre; Alger Hiss, his first assistant; Eunice 
Lincoln, his administrative assistant; and Anna Belle Newcomb, sec­
retary and stenographer for the office. 

The committee had before it Mr. Sayre, Miss Lincoln, and Miss 
Newcomb; all emphatically denied under oath that they had ever 
turned any documents over to any unauthorized person. 

The microfilmed documents in question, which were secret and con­
fidential for the Secretary of State only and which were sent in the 
highest code, were delivered to Mr. Sayre's office from the code room 
of the State Department in a black metal box. When this box arrived 
at Mr. Sayre's office, it was opened by Miss Lincoln with a key pro­
vided for the office by the code room for that purpose only. 

When Mr. Sayre's office had finished studying the documents, which 
sometimes took several days, the documents were placed back in the 
black box, locked by Miss Lincoln, and returned to the code room by 
code-room messengers, where, with duplicate key, the box was re­
opened and the contents filed in the code room's guarded record office. 

The testimony of Mr. Sayre and Miss Lincoln brought out that it 
was a practice /or both Mr. Sayre and Mr. Hiss to take documents in 
their brief case from the Department of State at night to their homes 
for study. Miss Newcomb and Miss Lincoln both testified that they 
had never taken any documents themselves from the State Depart­
ment. 

When Miss Lincoln and Miss Newcomb were shown photostatic 
copies of the typewritten and handwritten documents which were sub­
mitted by Whittaker Chambers at the pretrial examination in Balti­
more, both testified that these documents were not typed in the State 
Department and that the character and form of the documents were 
such that they could not have been prepared for the purpose of trans­
mitting information in the regular course of State Department 
business. 

Mr. Sayre testified that the handwritten memos had not been pre­
pared by Mr. Hiss for him or under his instruction. Mr. Sayre also 
testified that he could see no reason why the typewritten documents 
could or would have been prepared in the regular course of State De­
partment business. He denied that these typed or handwritten docu­
ments were brought to his attention. 

The committee is satisfied, as a result of the technical investigation 
and determinations which have been made by typewriter experts, that 
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it has been conclusively established where and on what machine these 
documents were typed. 

In addition to the typewritten documents submitted at the pretrial 
examination in Baltimore, and in addition to the microfilms which 
Mr. Chambers submitted to the committee, Mr. Chambers also pro­
duced, at the pretrial examination, 3 documents written in the hand 
of Alger Hiss, the text of which appear in the appendix of this report.' 

When these documents were shown to Miss Newcomb, she testified 
that they were not of the type which Mr. Hiss would prepare in con­
nection with the regular duties he performed in the office of Mr. Sayre. 

Mr. Chambers also testified that he received and transmitted to Rus­
sian agents information concerning a new self-sealing aviation tank 
developed by the Navy, the metallurgical formula dealing with the 
Norden bombsight, and the lists of foreign intelligence agents and 
naval intelligence reports. 

THE EXTENT OF THE CONSPIRACY 

The real dimensions of this case and its seriousness have been ob­
scured to an extent by the controversy which has centered around Mr. 
Hiss and Mr. Chambers. 

I t now appears from the testimony and evidence before the com­
mittee that there were at the time when Chambers operated as a spy, 
parallel apparatuses functioning inside our Government with equal 
success, and that they have continued. The evidence clearly indicates 
that, the Chambers apparatus continued to function for at least 1 year 
after he broke away, and it has now been clearly established that 
at least four of the individuals who were acting in the Chambers ap­
paratus were also acting as late as 1945 in the parallel apparatus ex­
posed to this committee by Elizabeth Bentley in the fall of 1948. 

We have no evidence to indicate that the operations of this second 
apparatus do not continue to the present time. The committee know6 
that the desire on the part of Russian Communists for information 
from America is necessarily stronger today than it was before or 
during the war. We also know that the cooperative techniques ex­
isting between the Communists in Russia and the Communists in Amer­
ica are still intact, and that there are Communists in Government 
today. 

Take the State Department for example. Between January 1,1947, 
and July 29, 1948, a total of 134 individuals were dismissed "for 
security reasons" from the Department of State alone. The screening 
and dismissal program is still continuing and is still highly important 
to our national security. Between July 29, 1948, and December 16, 
another 17 individuals have been removed from State Department 
rolls "for security reasons." Of the total figure of 151 State Depart­
ment people removed from the Federal pay roll because of findings 
of the Department's security board, 91 cases might be classified as of 
acute significance and 60 cases classified as secondary risks or bad 
general security cases. 

America must remain alert to this grave danger within our gates 
and within the citadels of our protection since the conspiracies of 
Communist espionage are a current and continuing threat to our na­
tional peace and security. 

1 See appendix, exhibits 1-4. 
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The committee desires to emphasize, in citing those statistics from 
the State Department, it is not singling out the State Department for 
special criticism. At this time, this is the only department on which 
we have the current authentic statistics. It should be added that 
Assistant Secretary of State Peurifoy is doing a fine public service 
with his security officers in identifying those disloyal elements remain­
ing in the State Department and in having them removed from the 
Federal pay roll. This committee expects to continue its full co­
operation in helping to obtain this objective in the State Department, 
as well as in all other departments of the Government. 

W H E N DID THE CONSPIRACY BEGIN? 

Mr. Chambers has testified that he first became active as a courier 
for the Communist espionage ring in 1032, and that he had every 
reason to believe that the ring had been in operation for several years 
before that time. Chambers further testified that, several months 
after he broke with the Communist Partv, he was informed by a mem­
ber of the ring that another person had taken his place as courier for his 
apparatus. 

GEOGRAPHICAL EXTENT OF THE OPERATION 

In testimony which Mr. Chambers gave to the committee on Decem­
ber 28, the committee questioned him for over 5 hours concerning opera­
tions of the Communist underground involving other facts than the 
Hiss-Chambers case, as well as that specific apparatus. Mr. Chambers 
said the espionage ring recruited its personnel primarily in the United 
States for operation in other countries, including Japan, Germany, 
France, Finland, and China. Mr. Chambers also disclosed to the com­
mittee that, in his position as courier for the party, he on one occasion 
took a money belt from New York to San Francisco containing ap­
proximately $10,000 for the purpose of financing west-coast spy 
operations. 

ENORMITY Or CRIMES INVOLVED 

We cannot overemphasize the enormity of the reprehensible crimes 
involved in the act of furnishing a foreign power with documents of 
vital security import. Here are crimes imperiling not merely a single 
individual but millions of Americans in the event of war and, as a 
matter of fact, the security of the Nation as a whole. Such acts pre­
cipitate wars, they destroy the fruits of martial victory, and they 
endanger the basic institutions of freedom upon which our liberties 
depend. They should receive the condemnation of all real Amer­
icans. They transcend in importance any considerations of partisan­
ship or any bickerings between individuals or departments or govern­
ment. All branches of government should cooperate in exposing the 
existence of these crimes and in bringing full punishment to all 
involved. 

CONCLUSION 

We have outlined now what has happened to date. There are two 
problems: 

1. What can be done to punish and expose those who were responsible 
for what has happened in the past? 
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2. What can be done to avoid such a thing happening in the future? 
The committee will continue to follow the definite leads developed 

through evidence now before it. We have agreed with the Department 
of Justice not to interrogate in public hearing a selected group of 
witnesses to be called in connection with prosecuting the perjury in­
dictment of Alger Hiss. Consequently, we are unable in this report to 
pursue to their logical ends many of the leads on which the committee 
has already developed substantial evidence. However, from the evi­
dence at hand, we are convinced that by diligently pursuing its activi­
ties on this case our committee, if aided by equally diligent activities 
by the Department of Justice, will secure further indictments or con­
fessions in connection with these espionage activities. 

In connection with the problem of what can be done to avert the 
continuation or recurrence of espionage, we make the following 
recommendations: 

1. Passage of legislation modeled substantially after the so-called 
Mundt-Nixon bill, which passed the House last year by a roll-call 
vote of 1519 to 56. 

2. The espionage laws of the United States should be substantially 
strengthened by early laws of the new Congress, with special attention 
to means for returning aliens to other countries upon conviction for 
crimes against the United States. 

3. The penalties for those properly cited for contempt of Congress 
should be increased to a minimum of 5 years in prison and a $5,000 fine. 

•1. Our immigration laws and passport visa regulations should be 
carefully studied to determine what changes are necessary to prevent 
disloyal elements from entering this country and remaining here. 

5. Finally, we believe that the work of the committee and its far-
reaching results provide a tribute to the foresight and persistence of 
the House of Representatives for creating and supporting, for the past 
10 years, its own committee, which has been in the forefront of those 
forces combating the evil of communism which has become such an 
imminent threat today to our Christian civilization. 

As a result of this decade of service, the House now has at its 
disposal the greatest file against un-American subversive forces which 
exists anywhere in the world today. The committee should be 
continued. 

L'ENVOI 

Our committee has learned with genuine regret that Chief Investi­
gator Robert E. Stripling has submitted his resignation and is re­
turning to his native State of Texas to enter private business. 

It is our studied opinion that Bob Stripling has become one of the 
best informed men in the United States on the identities, the tactics, 
and the end objectives of the Communist conspiracy. He has few-
equals and no superiors in his knowledge of the treacherous methods 
of disloyal, un-American elements in this country. 

At considerable sacrifice to himself and family, he has for more than 
a decade suffered the carping criticisms of the Communist clique in 
this country and the uninformed attacks of honest citizens who have 
been misled by irresponsible reports of his activities and motives. He 
has been a bulwark in the fight to maintain freedom in America. It 
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will be a task of unrivaled difficulty to find a replacement for him. 
Both in private life and as a soldier in the late war. Bob Stripling 
has been a splendid exemplification of the type of patriotic, clear-
thinking, and unselfish young men upon whom America must depend 
and whose devotion to public service and duty is a credit to our way 
of life. 

Unanimously approved by the subcommittee, December 30, 1948. 



A P P E N D I X 

EXHIBIT 1 

*~*<£aa ?*-**!-£h~r<f 

* » • • < 3 
#•»* 



1 4 SOVIET ESPIONAGE WITHIN THE U. S. GOVERNMENT 

EXHIBIT 2 

U»f( %JU* U*. 
>a*«&ic.» r^w*^, 4jCJUf+4 T&j 

A*"*' **mTf--'"f/-*f*+*l; 



SOVIET ESPIONAGE WITHIN THE U. S. GOVERNMENT 1 5 

EXHIBIT 3 

K.H347 O—49-



1 6 SOVIET ESPIONAGE WITHIN THE U. S. GOVERNMENT 

KXHIBIT -4 



SOVIET ESPIONAGE WITHIN THE U. S. GOVERNMENT 17 

K X H I B I T 5 

Tokyo 
Dated February I f , 1933 
Rec'd 1:10 p.a. 

Saoratary of Stat*, 
Washington. 

100, rabruary 12, noon. 
Strictly Confidential 

On*. My British colleague who talks to as freely aid *o fur aa 
I can judge frankly, has told as of the following conversation with 
the Minister for Foreign affaire on February 9 which would appear to 
be significant oaring to th marked change lr. the I'lnlstsr's usually 
placid, courteous and friendly bearing. The fact that for the 
flret tlae In our respective dealings with hla Hlrota twice loat 
his teaper with Cralgle a'ght be due to nervousness ar.gar.dered by 
the strain of the current eeselona of the Slat or the aountlng 
Irritation at the tone, laslate ce ar.d volume of Cralgle's continual 
repreesntatlons both oral and written In connection with Brltlah 
Interests In China or perhaps to both. The Klnlater's deaeanor ter.de 
to conflra reports which have cose to both Cralgle and Myself that 
Hlrota Is steadily becoalag harder and aore Ir.traralger.t as regards 
foreign Interests In the Far ast and that It Is Hlrota rather than 
Sueteugu who leads the ultra Chauvlrletlc elemei t In the Oovernnent. 
I erjrself have as yet aeon no outnard demonstration of any change 
of attitude on Klrota'e part as regards .jserlca interests. 

Two. The conversation referre- to arose when Cralgle Informs 
the Minister that he la In possession of evidence indicating that 
Japanese forces have occupied eeveral of the smaller Chinese 
lelanda In the general vicinity of hong Kong and again asked for 
specific aasurancee that the statements of the Japanese Governaer.t 
that It has no territorial deelgr.s In China apply as well to the 
Islands as to ths mainland, according to Cralgle the Kinlster In 
some lnetancee lr. their Intercourse became very angry, lnvslghed again 
ths continual Brltlah demands for renewed assurances, said that under ' 
present war conditions Japan had giver, all the assurances th..t 
can reasonably be expected, aid asserted that If the warfare Is 
prolonged Japan may be forced to occupy more territory whether 
Insular or on the mainland. If the warfare becomes permanent, aald 
Hlrota, the occupation will also be permanent. Referring specifically 
to Hainan, Hlrota eald that the Japanese could not possibly give 
a permanent pledge not to occupy. Cralgle pcirted out that r.-aereas 
Hong Kong cannot be reeiarded as t a threat to uap»n ths occupation 
of theee lalanda by Japanese forces doss constitute a very real 
threat to Hong Kong. The general tore of thle conversation 
appears to have been acrimonious. 

Three. Cralgle la aware that there are large concentration 
of Japanaee troopa In Formosa (ese our 61, January 31, 6 pjm.) 
and of Japanese ships in the port of Takao ar.d he believes that an 
attack on Canton or some other po*r,t In South China Is impending. 

Four. Cralgle'e general reaction to this convsrsatlon with 
Hlrota le that the longer the warfare la prolonged ths greater will 
be the likelihood of permanent occupation by Japan not enly of the 
lelanda but of territory on the mainland. He believes that Japaneee 
aaeurancee of "no territorial designs" are likely to be withdrawn 
at short notice. Theee prospects ao seriously concern 3rltlsh 

ter.de
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Interests that ha contemplates recommending 
" " * l or !._B already recomerded to hie Government" 
(a. t 'a t continued euo-ort of Chiang Kal Shek, whether by furnlahlng 
».ar s-jp l i t e and funee or otherwise, la detrlaental to Brltlah 
Interests and (b; that tV - 3rlt«ah Government ahould ba H a r t 
to fost.T any outlook for peace r.egotlatlone which alght 
leave to China any hope of eventual reaurraetlon. 

r ive . Cralple i s n. forme'1 a d bel ieves that i t wae the 
.'«N : « « Industr ia l i s t s a- *1 po l i t i c ians ar.d not tha Military who 
favored anJ brought about th« wl fdra"al of recognition froei tha 
Central "overnmcr.t. 

~.lx. I think that ths nature of thi converaatlon reported 
above l ' . J i c j t » t>-t our oi>n praetlca ot concentrating ou+rmpr*-
sentatl >r.a to the «."lnlster on Important leeuee and with dlacraet 
tlmlrv Is l ike ly to prove itore e f fect ive than the Brltlah practice 
of c >.ata: t homr.erli.g by alaoat dally notea, l e t tara , ar.d other 
com:.-.ui.let ions with, continual peraonal v i s i t s to tha M in later or . 
the .'ice .. lr.lstor both on ia-ortant and routlna leeuee. Tha Brltlah 
proce 'urn ap ears to be baaed on the t" aory that cor.atant hi—erlng 
*1H t« ir a*ay a stone but in t i e pre emit Ba teaper of the 
Japartse aovernraerit and military thla orartlce la l i ab le to defeat 
Its or.: oSJuct through the i r r i ta t i on which I t Inevitable*-
e:.-e:.ders, eleurly dezonstraterf 1:. Cralele 's laat interview with tha 
minister, i'hc repr< ee: tatior s of the jnerican Government are a t 
least llstcr.ud to v i th respect ana an evic.ent incl inat ion on tha 
part if the Foreign Cffice to meet our wlihee ao far aa tha 
military ea bi i.-.f luar.c .- i,. that d irec t ion . 

• e v n . About two weeke ago cralgio to d aa that ha had heard 
flora a trust., or thy s o u r c th_t there m to be » change for tha 
better 1: U.u Japanese attitude toward Oroat Britain and that 
prees and ot^er agltatl-r . ac i i ra t the Brlt lah -aa to ba dlaeontlnnad. 
I 'lid i.ot put much atock lr. Craigle'a information. Since than 
Oenersl i.atsui In the lr.tervlor which he rave to Toodhead aharpljr 
cr i t i c i zed tha Brit ish for trying to create p o l i t i c a l leeuee 
out of th< prolitm or rerarvir.g. Brltlah aconomlc and coawarclal 
1: t c i ee t s i. China while Cu Japanese orei a haa expreaaad tha 
convict! oi. that i t was Oreat 3r'ltali, whlcl in i t ia ted the thraa 
" » « r le-iarche • «th rygard to naval construction. The fee l ing 
in ,'ap.ir. a-ali .st the Jr l t l sh is rot in out opinion altogether 
a r t t f i e l d 1 l y e e . t i ! as Crjirle b^llevea i t to ba bat flowa 
from the conviction that the 3 r l t l t h are eonetar.tly endeavoring 
t" establish a common front against Japan An order to preeenre 
3 r l t l s h - 'Ollt i ial a i ' economic li:t< reeta It tha Far Eaat. 

. e- ate to Hankow . 
oRi* 
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(HUT 
Chaf oo Tla • Jl 
DaU« Tab. 14, 
Rso'u U:04 p.a 

Secretary of Stats, 
Veenlngton. 

XV 

February 14, 2 p .a . 
Japanese aarlnss bare been proceeding eastward tram Oaf— 

to Muplng (Nlnghal) by aotor 13th and 14th. Currant rsporta 
lndlcats that arasd Chlnsss In bodlss of oonsldsrabl* alas la 
aour.talns south of Huplnf ar* opposed to Chlnsaa author i t ies 
of the new reg i s* . There are no Aaerleans In Shantung aaat of 
Chefoo. 

ALUM 
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KXHIBIT 8 

•aaretary at Stat* , 
Vaeblngton. 

110, rebraary 14, a p .a . 
bibaaay'a 10a, Tabrpary 11, 5 p .a . 

0a*. Paaaanger train* on th* P*lplng Hankow Railway hay* not 
l o f t or arrlvod at Palplng yesterday and today axcapt for aarylc* b*4w 
t*ean Palplng and Cbaaghalr.tlan, a f*w a l l** aouth of Palplng. 
Thla p a r t i a l l y substantiate* widespread but unconflraed report* 
of a e t l v l t l * * of Chin*** brragaler* at Paotlng and point* along 
ta* railway aouth thereof. 

T»o. Pree* raporta of Japan*** advance southward In Southern 
Repel hay* not baan eonflraad. An Aaarlean report* that • • « • »1 
ban* of thouaand* of Japan*** troop* hay* aoy*d during th* laat 
fa* day* froa Shlhxlachuang In th* direct ion of Taljruan. With 
I f g* osabere of Japan*** troop* already In Shanal and In Southern 
•opal and Mortharn Hooan, I t la doubtful whether Irregular* to 

tha north of th*a can **rlou*ly haapar their aoy*a*nta unla** th* 
lrragulare are supported atrongly by th* National ooyernaent. 

Itepeatad to Hankow. By aa l l to ToRyo. 
LOCKHART 

ORAT 
P*lplng yla N .h . 
Dated rebruary 14, 193S 
H*e'd •i20 a.a. 
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EXHIBIT il 

Spaolal Oray 

Tlantaln Tla N.R. 
Datad February 17, 1936 
Ree d 8:30 a .a . 

Saaratary at Stata, 

Washington 

39, rabruary IT, Z p .a . 
Ky No. £9, Pabrnary 11, noon. 

I taa»a baan ral lably lnforaed that 412,000 gallona of 
karoaana havs baan laported duty fraa n r l en te ln under Japanese 
• l l l t a r y anaplcaa during rabruary and that 354,000 gallona of duty 
fraa karoaana vara forwards'' to Pelplnj by the Japanese Takas Petro-
laua Coapaay between January 1 and rabruary 12 to be placed on 
the aarket there . 

CALDWELL 
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KXHIRIT 111 

Oray 
Tokyo 
Dated rabruary IT, 1936 
Bac'd 9 :10 a , a . 

Secre tory of J t a t e , 
.Vaehlnrt'n . 

I l l , February 17 , 5 p.m. 

The B r i t i s h jnbagrador today fun. lahad • • ' 1 t h the f o l l o w i n g 
etatemer.t riffardlnr eourffl in<r 1;. .Vorth China: 

"Kls - . 'ujeety'e "harp lr. China haa r e c e i v e d r e l i a b l e 
c inf H e . - t l a l lr.f t>r.natlon t h a t during the period January 24th t o 
M s t over 17,Ci_^ pac«a-ea ere l~r.->e4 r.uW Ch'wrangtao wi thout 
puyae t of r»uty. The duty on «u«ar a l o e * thua arade<1 »aa a l a o e t 

5*-,i-'-'C even j t the ;.«»• t a r i f f r a t e a " . 
. p; e..te ' t> TjJipfcal . 

/RJW 
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February 9 , 1935 

ohftjaa r e n o r t s t h a t r . nlkawa I s scheduled to s a i l froa Japan 
the « . S . e h l c h l b u karu February £4 f o f the United S t a t e s . 
o r d l n s to a neA-paper Item In the Japan A d v e r t i s e r Ur. Alkaara 

pes t? r a i s e 3 0 0 , 0 0 0 , 0 0 0 . In the United S t a t e s . Another 
par.tsi- newspaper item s t a t e s t h a t the s u c c e s s of Ur. M k a n a ' s 
f o r t s In the "r.lted ~ t a t s s deperds upon Mr. Alkawa's a b i l i t y 

4 upon the a t t i t u d e of^Lhe <*merloar. government toward h i s 
t 'Te . 

: J o n e s : '.I'.. 
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KXHIBIT 12 

Par C u t 

^ { " ' i L o c k h * r t ° f 0 - S . Eabassy a t P a l l i n g cablad t h a t aa a r a a u l t 
o f th* protaata of tha Cnltsd S t a t e s , tha Japanese m i l i t a r y a u t h o r l t l * * 
had daoldad no t to quarter troopa In th* Tinghua u n i v e r s i t y b u i l d i n g * . 
J a S i S O . Ore* cabled froa Tokyo that the U .S . M i l i t a r y a t t a c h * had suppl l s t 
h l a wi th a memorandum s t a t i n g a u b a t o n t l a l l y th* f o l l o w i n g : 

"An unu*ually large nuabar of Japanese t roops has bean ae*eabl*d 
In Formosa, on* e s t l a a t * froa *arner a t Talhoku running aa high aa 100 ,000 . 
Great s ecrecy 1* being maintained regarding t h i s f o r e * , and i t ha* been 
l a p o a e l b l * to d e t e r a l n e l t a e t r e n g t h , c o a p o s l t l o n or l o c a t i o n . 

"HoweTar, tha presence on the I s land of Formoaa of anything beyond 
the noraal garr i son which Is u s u a l l y not g r e a t e r than 10,000 aen 1* 
s i g n i f i c a n t a t t h i s t i n e . " The memorandum added t h a t Formosa I s 
obv ious ly In no danger of a t tack by th* Chinee* and la a good baee for 
a t tack* on Amoy and other c o a s t a l c i t i e s . 
Jan . 3 1 . U.S. aar lne commandant (presuaably a t Shanghai) radioed that 
the Japanese were reported to be re in forc ing th* Wuhu region wi th 
5 , 0 0 0 troops which l e f t T ien t s in on January 2 9 . 
Jan . S i . Hull cabled P h i l l i p s , n . S . Aabassad»r to Roae, to I n v e s t i g a t e 
f u l l y the report of the U.". consul a t Vllon t h a t 60 I t a l i a n a i r c r a f t 
and SO a l r a s n had been ordered to Japan. Hull s a i d t h a t P r e s l d s n t 
Roo*ev*lt was disturbed that a nuaber ot I t a l i a n a i r c r a f t and e s p e c i a l l y 
a v i a t o r s of the regu lar or reserve f o r c e s should bs ordsrsd to Japan. 
Hull addad that If P h i l l i p ' s I n v e s t i g a t i o n showsd any baale for th* 
report h* wjuld probably ask P h i l l i p * to aak* a d i r e c t Inquiry of 
I t a l y . 
Feb. t . Lockhart cabled that he hid been lnforasd that ths d e c i s i o n not 
to quarter troops in Tslnghua Uri lvsrs l ty had been changed and the 
o r i g i n a l plan rould be adhered t o . 
Feb . 2 . Orew cabled froa Tokyo that the B r i t i s h nm baa red or Informed hla 
t h a t war s u p p l i e s to China through Hong Kong had been furnished by 
e o u n t f l e s according t o the fo l lowing percentages ; Germany 62£; 
I t a l y ilf.; France \Zf.; and Orsat B r i t a i n 3< . Ths remainder were d iv ided 
b*tw*en Belgium and the Unite''. S t a t e * . Cralgle had to ld Orew that h* 
took p a r t i c u l a r p leasure in ooaaunlcatlng theee f i g u r e s t o the Japanese 
Vie* M n l s t s r for Forslgn A f f a i r e . 

y 
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EXHIBIT 13 

<•. a 

Tar Bast 

Jan f g . froa T*lngtao, Dom, of th* U.S. Mi l i tary Attach*•» a ta f f 

o»bled that tha Japan*** landed on* bat tery of truck drawn 10 cwntlaeter 
howl t i e r s and four b a t t a r l * * of bora* drawn 77 e l I Hee l er (una. 

J a n . 2 2 . Johnaon, U.S. Aabaeeedor to China eablad froa Hankow tha 
fo l lowing aeeeage froa S t l l l w a l l , U.S. Mi l i tary Attach*, for th* 
war D*parta*nt: 

"On*. Mi l i tary a l tua t lon Tangtxe Vallay unchanged. Death of U a 
Halang and apnolntaent of Chang Cl-.ou aa Szeehaan Governor g i v e s 
Central Qovernaent battar hold on Szeehwan. Japan*** aaklng progreea 
toward Hauohowfu along r a i l r o a d froa South. Be l i eve Heudiowfu w i l l 
not hold l ong . 

"Two. R e l i a b l e report froa foreigner with long expedience In 
northweet lnd lca tea heavy t r a f f l s on(?) Lanchow(T) Mghtay. I s t l a a t e e 
1500 heavy Hueelan truck* operating hauling aun l t lona . Dilly a r r i v a l * 
Lanchow 100 to 200 truck*. H* haa counted 400 In on* day Saw four 
Ruselan tank* and over 50 Rueeltn plan** a t Lanchow on Jm. 1 . 
Highway being surfaced throughoit . Large ganga Chlneee lAorers working. 
TOO Ruaelan aechanlca , cbauf fe i re , ate quartered In v i l lage near 
Lanchow handling t ransport . Individual truck capacity fan; tone. 
Ruealar.* are chauffeur* weet of Lanchow; only Chinee* chatffeure eaat 
t h e r e o f . ' 
Jap . £7 . Lookhart, of the U.S Eaboeesy In China cabled roa Pelplng 
Jhat on Jan. £5 a Japanese o f f i c e r had ordered the evacuation of the so l em 

hemletry ar.d b io logy bul ld lnae of the Nat onal Telnhua Dnlreralty. A l l 
equlpaer.t would have to be reaovad by Jan. 27 . Tha o f f i c e r ixplalnad that * 
the b u i l d i n g * would a laply be borrowed tor uae a* barreaka f->r 3 or 
4 month* and war* n**d*d for housing part of the 20,000 Japaiase troop* 
that were to arr ive In Pelplng ehort ly . 

ln°»lr?ct 'oon?j3*no**^roa n ^Iei ?rell3ant*of'*to*ri*a?*d 

Managare of Sale* National Bank that Japan haa been putting oat f**l*re re 
gardlng p o a a l b l l l t y of obtaining a large loan In Switzerland. H» gave 
ae to understand that the Salaa National Bank la d e f i n i t e l y unfavorable.* 

J e n . J8 . Lookhart oabled froa Pelplng that Aaerlean a l l l t a r y obeervera 
a t Pelplng a s g l e a t e that SO truoka and IS narrow gauge loooaot lvee 
arr ived In North China bet* en Jan. 19 and Jan. 25 . According t o rraneb ob 
eervere 10,000 e f f e c t l v e e arrived In North China and 5,000 departed 
durli.g f l r a t two weeke In January. 

Jan. 29 . Sholee , U.S . conaul a t Milan cabled that MM "SO I t a l i a * 

Spenleh f r o n t , i t wouldapp*er , 'have been ordered to Japan. Fjebaaay 
waa Saforaed a i r c r a f t ahlpaanta January 23 l a s t , ay B r i t i s h *oIleague 
c a l l e d upon ae today. Hie f lguree p lace a i r c r a f t eent a t 5 0 . ' , 
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Far I w t 

fab, XI. Lookhart, TJ.l. eouaaaXor of Eabasay at Pelplng, cabled that 
report* ledic»V* that tha Jap«n*a« ara continuing preparation* for 
adranoaa southward along tha Palplng-Kankow Railway, and In Shane1. 
Tha masher of Japan*** troopa going aonth on that ral lray baa 
Increased; tha maabar of Japanese force* on tha Talyuan plain 
baa b**n lnoraaalng; railway M t a r l a l * haw* b**n aant •oath , 

5r*soabbly for repair of the Una daatroyad aouth of Changten; 
apaneee expedition* to cause tha retirement of irregular forcaa 

waat of tha Palplng-Hankow Railway and north and aouth of tha 
Shlklaohuang-Talyuan Railway have reportedly increased for tha 
purpoae of rendering flank attack against tha Japansse Bora d i f f i c u l t . 
Bnaora of a western aoreaent of Japanese In Sulyan can not bo 
eocflraad In Pelplng. 
fab. 11, Oauss, tr.F. oonaul general In Shanghai, eablad that tha 
University of Shanghai In the Tangtzapoo D i s t r i c t which wae 
oecuplad by Japanese Military and naval units waa adjacent to 
a golf course which waa being used aa an a i r f i e l d . 
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Japan J & 

On »arch SO the epartinent cabled to the U.S. legations at Ccsta 
Rica UT'I >t .anaraa: 

"The Ijenartnent has learned trom a presumably re l iable source 
that certain Japanese have approached the 2 . 5 . creeyy trading 
Company » l th respect to the a i s i i l i l l t y possible purchase of a 
«a:.f»i esa mine said to be owned by f a t company on Cocos Island." 

k'urch 31. <he II,". legation at ranua repl ied: 
"Neither of Creevys In Panama since "Scembar nor has shown 

act ive lnt.r*!>t 1: . an am a manganese although reported developing 
Juanacaste, Corta .i lea, depos i t s . '.'.a manganese deposit or Cresry 
l i . tereet li. or ta filcan :ocos leland heard of In presumably informed 
sources Ir. : anaraa but confirmation by the Legation at San JOB* i s 
SUIT; tSd . 

"Crcevyf reputedly capable of such deal or of publicising 
f i c t i t i o u s forelan offer for promotion purchases." 

nrrl l I . U.3. Lepatlor. at :un ^oss, Costa « lca , cabled that there 
were r.i manr^nes: deposits o: Cocos i s land, that the Creevys had 
available 4,0i-o tons on the Guai.acu.ste coast if Cocos 3ay. 

••arch 3 1 . The Fourth "eplmert of ''. = . Marines st i t loned at Peiplng ( t ) 
cabTe ' that one reyi lar ."apanese dlvis loi . hud recently bean trans­
ferrer' from Central China to Japan. 

Harch £3. U.~. co: r 1 at ."alren lr. a cable referring to commer-
c l a l treatment of ur.erlcar. products stated that a few days before 
a permit entry had beer crunted for 1,000 American motor trucks 
purchufced by the authori t ies In --'sinking. 

Guai.acu.ste
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EXHIBIT 16 

Far b i t 

Maroh 88 . Or*w, O.s. Aabaaaador to Tokyo, eabl*d that th* CoaaMr-
o la l Attaoba bad bean lnforaad by an o f f t o t a l of th* Bank of 
Japan of too following (old ahlpaente (preanaably to th* TJ.S.): 
•0 ,000,000 yon on Maroh Vt -via th* Klnkva Hani, ^0,000,000 y*n Tla 
th* Koaekl Maim on April 6 and 80,000,000 y*n Tla th* Tltlbu Kara 
on April 9 . 

U.S. Marin* d*taeba*nt a t Tl*nt*ln reported by naval radio on 
Karen £8 aa follow*: 

"Daring E1-E8 Mareh approximately TOO Japan*** wound*d or alok 
eraenatcd v ia CMnwangtao. No vnuanal troop aoToaanta. Hospital 
ahlp unloading auppll**, natur* nnd*t*raln*d." 
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arch 2 8 . U .S . consul a t faaplco , Lax lco , lr. a eabl* descr ib ing 
jAo11 Industry s i t u a t i o n s ta tad that a Japan*** tanksr was 

pscted at Tuxpaa th* morning of "arch 2 9 . 
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February 11 , lr-3 3 

Kr. Secre tary 
u. 
JCr. . e l l e s 
H.S. 

Mr. Sayrc 

Ur. FeIs 

fcr. i.'urphy 
I f e e l tSv*t you -11 wish t i Iw « <no*l-df of the f a c t s 

and a p p r a i s a l s p lv . i . In - r . J M S S ' very liif->rnatlv- i iiorai,.1uiii 
hereunder (based on Consul Soyce ' s r e n o r t ) . 

?KK 

PVH: SKK: ZUV. 
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tollable source report* that since signing the tripartite 

Anti-Connintern Pact an agreement has been reached whereby com­

plete Italian and Jerran military aircraft enrlneerlne and dealgn-

in .ta'.a, plus the services of technical advisers, are made avail­

able to Japan. 

n "^hanihai "ail" report states that oerman experts on 

ordirur.ee <u.d airplane matters are new in Japan. 

Anericar militar-' attache at Kangkow palr.ts gloosopicture 

of China's present militar- plight. States that a Chinese counter-

effeiioive Is unthinkahle and he doesn't believe a force that can 

of er 3"iioua resistance con nor; be created. 

Japanese are re; orted to lie novim: (i0,000 fresh troops frf 

Ja an via .'ublen. f irst of these troops arrived at Liukden on 

jecer.:»-r l th. ;e.ievos the;- are destined for the northern frontier. 

arrarKS witu a e.oac'ty of 50,CX)0 troops are reported to have been 

er-ctei at "haiimssu and r'oli in northeast Vanchuria. Other 

raivarks with capacities for J0O,0CO troops are reported to be 

locate! ..ctween railroads which are rapialy beint; pushed to the 

: or.Loiia/i and northeast frontiers. Japanese afents are reported 

to i>e fonor.tln. action by Lohaonedans in l.'inghsic and Chenphi , 

to iiarras" the irunchi-Lanclow i oad. 

( 

K:I:!47 O—4» :f 

ordirur.ee
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EXHIBIT 20 

GRAY 
London 
Data! February 16, 1936 

l ec 'd 3:02 p .a . 

Secretary of .State, 
.''aehli.gton. 

136, February 16, 7 p.m. 
Tour 57, February 4, 7 p.m., and prevloue. 
Strictly confidential. 
admiral Lord ChatfleLd talkei Informally but at eoae 

length yesterday with Captain 'Ulleon concerning aacalatlon under 
the London Treaty. Base-! on thla conreraatl n It appears 
probable that the ndmlrilty will favor for thla Tear's prograaae 
raising the bjttleeVln limit to about 39,000 tone and making no chance 
In cruiser Halts. Captain villaon forwarded a full report by 
•all to the I,"aTy Department In yesterday's pouch »la ~UEIK UA T Y . 

jorasoN. 



SOVIET ESPIONAGE WITHIN THE U. S. GOVERNMENT 33 

KXHIBIT 21 

London, No. £97, March 88, 8 p.m. 

•My 241, March 23, 7 p .a . 

"I hare luat flnlahad all hour'a talk with arandl rho recently 
raturnad froa I t a l y . ' 

T l r e t , ha la v i t a l l y concarnad regarding naerlca'a opinion of 
I t a l y , sacond, ha lnforaed aa that tha agreeaent with Inglanri w i l l 
poe l t lve ly go through within tha naxt faa waaka; tba Sparlah altuatlon 
•111 not atop tha agreeaent, ee t t l eaent of that problea balng taken 
oara of. Third, ha lapraaaad aa with tha fact that tha Itallane w i l l 
baave a algh af r e l i e f on Baking thla daal with England which wi l l 
re l i eve thea of balng ao cloaely Identified with Oaraany. In anaaar 
to Moffat'a la t ter to aa of Mexoh 14, I would aay that In ay opinion 
tha eueceeeful eonclualon of thla agraaaant would def ini te ly aaaken 
I ta ly 'a connection with Oaraany. 

"Orand1 aaa not particularly f lat ter ing In hit opinion of (Soaring. 
Hit ler aa did not dlaeuaa. Ha la vary lapraaaad with r'heaberlaln and 
•aya that ha haa enjoyed tha laat aonth in England aore than tha pre-
Tioua f ive and a half yaara bacauaa of tha Prlaa Mlr.later'a at t l tuda.* 

KEITSDT 
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Dated February 15, 1986 <* T 
deceived 3 j l 7 p .a . 

Secretary of Stata 
Washington 

£40, rabrnary IS, 3 p .a . Seetlon One. 
I have Juat dlaenaaad with Leper tha al tuat lon oraatad by 

Schusehnlgg'a T la l t to Barchtaagadan. 
Lagar aald that Schusehnlgg had lnforaed tha Frenoh Minister 

In Vlanna very private ly and oonf ldant la l ly that ha had baan 
received with tha utaoat b r u t a l i t y . Hlt lar had had thraa ganarala 
Including Relchenau atandlr.g bahlnd hla throughout tha conversation 
and had aad* tha following four daaanda: (one; that tha Auatrlan 
Government ahould daclara ar aaneety for a l l Kasla and psra l t thoaa 
now in Ocraany to return to .-.uatrle; (two) that thoaa Nazis who bad 
baan deprived of thalr panalona ar.d poaltlona baoauaa of thalr 
p o l i t i c a l a f f l l l a t l o n a ahould ba raatorad to thalr panalona and 
poaltlona; (thraa) that Seyee-Inquert ahould ba appolntad Minister 
of tha Intarlor and given oontrol of tha antlra Auatrlan po l io* fore*; 
(four) that Auatrle should agraa to take no action with ragard to 
foreign a f fac t s without previoue consultation with tha Qernan 
Oovernaent. 

Lagar went on to aay that Schuachnlgg had returned to Vienna, 
Intensely depreeeed and that Outdo Schaldt waa doing hla beat 
to persuade Schusehnlgg to accept theee daaanda of Oeraany. 

Lager aade tha obvious coaaent that tha acceptance of these 
daaanda would seen tha and of Auatrlan Independence. 

Sect ion Two. I aaked If tha French OoTernaent had taken any 
. c t l o n in Vienna or given Schusehnlgg def in i te adTlce. Leger replied 
that there had been no foraal oontact whateoever between Schuachnlgg 
and tha French Llnleter alnoe the foraer'e T la l t to Berchteafaden. 
Tha lnforaatlon which Schuachnlgg had Riven the French Minister had 
been glTen aoat privately and Schusehnlgg had not aaked for advice 
nor had any been given h l a . 

Leger want on to aay that he did not know whether or not the 
French Government would decide to org* Schuachnlgg to re jec t these 
daaanda. Tha question would have to ba decided by Chanteape and 
Dalboe after consultation with Chaab-srlaln aad Eden. The deolelon 
would In h i s opinion r s s t on toe Interpretation of recent events In 
Oeraany. 

n • • • saga had been received froa Francois Ponest giving what 
ba, Leger, bel ieved to be ar. acourate account of the genes is of tha 
Serchteacaden v i s i t . H i t l e r ' s old Nasi fr iends bad been urging hla to 
glTe ap th* Idea that ha could acquire ^uetrie by p*a**ful evolution* 
and to turn to th* aetbod of f e r e * . Hitler was aoat loath to uaa 
force becauee the generala of the Belehswebr bad oonvlnced hla that 
the a n y would not be In condition to f lgbt a aajor war against 
France and TUg-land for approxlaately another ywar. Hit ler therefore 
had wiehed to aeke a l a s t atteapt to gain hla objective by 
eTwrwhela'ng Sobasohnlgg's w i l l to r e e l e t . 

SeetIon Three. He bad had th* three g e n w e l e preeeot In *rd*r 
to aak* I t olear to So' uaehnlgt that If neeeeeary tbar* 
foro* behind h i s words. 

An additional reason far HIt ier ' s relaetanee 
throat af foro* waa th* fac t that daring th* pr***nt period af 
•rwparatlan af th* Oaraan ansy h* wiahed to awaid any a*t which 
alght produce a strong gsas i i ia t t i af national «sfana* l a 

i. 

tbar* would be 

• • to no* fera* ar 
a t period af 
say a*t which ' 
• M l a fraaai an 
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an l n t a n a l f l o a t i m of Brlt lah war praparatlona and Incidentally an 
lneraaaa In naiarlcar h o a t l l l t y to Oaraany. 

Beger wont on to aay t at both ha and Francois Poneat war* 
ant lraly convinced that If Sohuaohnlgg ahould accapt tha f l r a t 
two daaianda of Hltlar but re ject tha f inal two deaanda Hltlar 
would not dara to uaa force . Ha would eaploy egery aeana abort of 
aobl l igat ion to aake U f a uneoafortabbb and lnpoeslble for tha 
Auatrlan Oovernaent but would not a o b l l l s e . Lagar aald that ba waa 
not aura that Chautaapa and Dalboa would agraa with bla In thla 
dlagnoala. I t waa poaalbla to bel ieve that Hltlar would aobl l l sa 
thraa or four dlTlalona on tha Auatrlan frontlar and that Sohuaohnlgg 
would ba foroad to give way at a aoaant of groat European e r l s l a . 

Saotlon Tour. If ona adoptad tha l a t t a r Interpretation, I t 
would obTloualy bo laaa dangeroue to have Sohuaohnlgg aubalt now 
rathar than l a t a r . Lagar aald that Uior« war* lndleatlona that tha 
la t tar Interpretation alght ba tha Interpretation of the Brltlah 
Oovernaent. In that eaaa France would do nothing. 

Sohuaohnlgg would have to ba assured of at leaat aoral 
a u p o r t froa France and England and perhapa a l i o I ta ly In order to 
be In a portion to r e e l e t . 

Lagar aald that the French and Brltlah Oovemaente would 
dlacuas the problem thla aornlng. Ha added that Hltlar bad not 
del ivered an ul t laatua with a t lae l l a l t to Sohuaohnlgg and ha 
bel ieved that Schuechnlgg would at teapt to gain t lae by etending on 
hie d igni ty for a brief epace. 

BULLITT 

,- i 
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Pari a 
Da tad Tab. 1 5 , 1938 
n a c ' d 9 : 0 3 p . a . -

Secretary of Stata, 
"a hlr.gton. 

S4l, February 15, 4 p.m. 
•Reference my 194, February 4, 6 p.a. 
Confidential 
The same Informant In the Austrian Legation advised ua today that 

for the paat few weeks Italy ha: assure.' .Austria that in the event 
of Seraan aggression against .ikatrla Italy will aoblliza. Italy haa, 
however, at the same time urged .tuatrla to temporise as much as 
noitlllt with Oernany In order to gain time and not put Italy 
In the position of having to take auch action. 

Our informant likewise stated that ha had talked over the 
telephone to Vienna this aornlng and that It was his Impression . 
that Chancellor Schuschnigg would probably appoint Selae-Tiquart as 
kinistar of the Interior and head of public security but would have 
the control of the government police taken away from the latter 

department and put under the Prefect of Police In Vienna; thus 
out'ardly acceding to Kltler'e demands but actually not doing so 
In that the latter 'a real Serin- »ae to have a Nazi sympathiser 
control the police. 

' BULLITT 

4 
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Parle 
Datad February Id, 1936 

Rae'd 8:47 p .a . 

• f State, 

Waahington 
Mb* February U , S p .a . 
8 t r l e t l y ooof lde.-.tial for the Seoretery. 

- l b * aaatrUa l l a l a t a r baa Juet read to aa a telegraa which h. re-
^ W i i y i tbtb aarntat froa Sehueehnlgg. I t lndlcatad that Sehueehnlgg 
•Jhaaljr aa M M ! given up hepa of maintaining Auatrlar. lndapandanoa. 
? \ . JNfKtaabnltt baataaaf taanoe that ieyee-inquart, although a 
• •foa-Oaraaji, • • a i d M t work In ac underhadnd wanner for tha In tax­

ation af Vaala l a t a tha raglaa. 
«a»iwaty would ba extended at one* not only to Nazi* but alao 

' t * t o a l a l Paaoarato. Thie aaneety would, hcwerer, not .include thoaa 
„)ab» had aarlgratad traa aaatrla thaa excluding froa tha dbantry a l l 
thaaa Aaatrter, l u U m o ara now la O.raeny. 

Tba r ight ta f w r a r t p o l i t i c a l propaganda would b< extended 
abt aaly t o tba Koala bat alao to tha Monarchlata and Doolal Deoo-

Pa. Thooe l a x l a who bad bean excluded froa office and penelone 
baa a t thalr p o l i t i c a l opinion* would hawe thalr panalona r e 
•d bat a»ula aot ba glwon thalr foraar off ieaa. 
- • » poalt loa of Schueohnlgg waa, I gatbarad, tha following: 

""at ha would eoctiaae to etrugFle for "uotrlan Independence; that 
_ boViavod thte lndapeodenee aoald be aalntalnad In tha long run 

' Ttll* If thare abaal* ba reconci l ia t ion between England, Tranoa, and 
that ba oonatdered racogr.ltloo or Ethiopia aaaantlal for 

ah reconc i l ia t ion alnea tba Ital ian* vara genuinely eonwlnoed 
tha * r i u * b a* aoaa future data would attempt to drl»e tha 

taao out af Ethiopia which would aaan tha oollapaa of tha 
raawlet rogiae l a I t a l y . 

, •ootlem f * o . tabaeoajelgg f a i t that tba action* which ha waa 
about t« tako would produce a taaporary breathing parlod but In tha 

• to ba Jaat aa onaatlafaotory to Hitler aa hla aotlona 
tha aaoord of July 193*. Ha axpoatad tharafora that 

bar* data taraaay would attaapt again to repeat tha 
aad would aoc l l tae If nacaaaary on tha Auatrlan 

•owld aaka no further eonoaaal->na. Ha oould not attaapt 
aad I f faced by Oaraaa aobi l laat lon would 

af ^aatrlan axlatanaa aa an Independent atata 
aa «*• poaalb l l l ty that before Hitler again ahould 

i r r i ta t ed ba aobl l i sa oa tha auatrlan frontier 
U a t l o a between tagland, rranea and Italy and 
Mao* ataCU M aonport Auatrlan Independence. 
l a ter adgad that ba balleyed tha extenelon 

•aula bod greatly to tha atrength 
1*1 Diaaerate would be tha atroagoat 

VfcclfloatIon af Auattia. 
af tha aainloaa exsraaeed abora with regard 
tab* t k t i aaralag by a gontleaaa who aaye 

t laa ta ly t i a l tha l a t t e r 1. a hundred 

i 

racogr.lt
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par cant Natl by oon»lat lon althaaga a d m i t Catkolla « • • 
ha w i l l l n a a r t Nasla gradually Into a l l v i t a l paata • » • •»»•«• 
for a dec 1*ton In a fa* aontna . 

-

- v •<>" 

. -*£••" 

' • 

• 

» 

< 
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Pari • 
Data/ February 14, USB 
«eo d 4 :34 p .a . 

Sec-etary or State , 
Washington 

ESS. February IS, 9 p.a. 
In conversation today the Belgian «abaasador who aerred la Berlin 

before coalng to Parle eald that in hie opinion the Mistrlan eltuatlon 
alght eaally hare found a wore* eolutlon than the teaporary one 
actually reached, Everyone knew t'at In the abaenoe of a determined 
stand by Great Britain and Trance hltler could seise Austria whenever 
he wanted to. *a a aatter of fact he had not eelzed Austria but had 
coae to an agreeaent with Schuechnlgg by brutal aethode, it Is true, 
under which tustrla . ould be allowed to continue as an Independent 
etate for the time being at least. Karchovs attached great laportarce 
to the fact that Skubl ae V. dersecretary of the Department of Security 
le eppare.-.tly to continue 1: control ot the Austrian police and 
felt trat this as well ae other points which Schuechnlgg le reported 
to have obtained Indicate that there hag not by any ae-Jie been 
complete abdication in the face of Hitler's deaands. 

BULLITT 
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Pari a 
Data:! February 17, 1959 
Rec'd 3'-35 p.m. 

<69, February 17, 6 n.a. 
The Forei'i: Office s t - t e s that 'rubeola .oncet la eeelng 

ainbai.trop at f i v e o'elocV thir »f i r ioon . The ap olntaent rae ahked 
ttr the day before yesterday but J»lbb*rtro? was unable to aat ar. 
hour befort this j fter: oon. Fra..cols w i l l reqiiaat lnforaotlon con­
cerning the -.Xact e i r n l f l e . n c e of the n .eUng at Berchtea adan on 
Feoruary 1. w.!* irlU s t - t c that th« Frar.eh Sovernaent haa a deap 
l. .t*r«3t lr. rh..t»ver t«'<«s ;'lar<,' lr. Central Europe. 

Th Sr l t l sh .vibaci- dor'1,> 3 r l l n saw <~lbbantrop on the 15th 
an-J nud"- i rte>ittrch« a lon: th. I in- a of the foregoing. Ha was told 
that th'. Slscustlon at aerchtiFga^en r t th fchuechnlgg had bear, con-
cernc-1 only l th rtr.ov'i r t" i causes of d i f f i c u l t i e s •hlch had arisen 
fro- tr . orltln? of th«- ..uetro- T»rraar. arreoaenf of July 1936 and 
t h , t a co:anu:.l-'le o"M ">e issued shortlv e lvlnr a l l pertinent 
lv.forfr.jt.iin (thlr r _r beforo th* final declelor. of tho «ustrlan 
ov r̂nf!'.' r.t h.»' bec-o~c kno-.vn,. 

The f'rei.Ph Ao not expect t^ rac live any more sat i s factory or 
cul l : t.'/.'.n r-s --r.ee frorr .l»b»r.tror> thin was given to the o r i t l e h . 
?h«r e t . t e '-i -ver t ' - t th. f jot U a t . t h l a atep has b.an taken In 
....rllii by coin the *'• cr.ch an-! - ir i t i s ' Governm'nta has sons iapor-
t»: ci ->s o-.r.ifee .li.p tve lnt-i.-vst of both governnenta In what 
tr >r li r in i".-nt al urope. 

Tt aou'a c lo -r ho.-ever th- t the 'ranch and Brlt lah 
acti î. li. . ui llr. hut beer, ta'icn mainly for the eake of the record 
out of - f ce l t i i ' th_t the- conlJ hardlv afford to pass by recent 
C'.e:.te lr. coir lc to B'l-.'::ce. 

copier to Je'-Mn, i^.-.r.a. 

Secretary of .Hate, 
..'ash lnr ton. 

3"--ITT 

lv.forfr.jt.iin
--r.ee
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Ylenna 
Dated February 19, 1»»8 

. Ree'd 5:50 p.a. Fab. 19 

Secretary of Stata 
Washington 

17, February 19, 6 p.m. 
My Id, February 19, 1 p.m. 
Raporta from ral labla aourea Indicate that Hitlar aada 

unacceptable daaanda and that nuatrlan government la no* 
formulating eounter-proposala. Government inaccessible to 
Diplomatic Corp*. Z»en French minlstsr who waa proaleed 
appointment haa bean unabla to aaa Schmidt. I t aaaaa poss lbls 
that Hitlar la masking foralgn p o l i t i c a l triumph a t tba axpenss 
of Austria to radraaa adverse e f f ec t of party o r l a l s . 

Innsbruck c o n sspor.dent of an American noma agency reports 
Klbbentrop paaaad through today an route to I ta ly . Rumors from) 
ee»eral aources alleged that Sobuaohnlgg bad long telephone 
conversations with Mussolini before proceeding to Bsrchtssgsden. 

Small Helmwehr demonstration th i s afternoon for Starbeabarg. 
Austrian l a g l t l a l a t s reported discouraged OTar probable course 
of avents . 

nur 
• 
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EXHIBIT 30 

Vienna 
Dated February 14, 1938 
Reo'd 11:45 p .a . 

Secretary of State , 
Mating ton. 

18, February 14, 9 p .a . 
ay te legrea No. 1«, February 13th. 
Ha»e Jaat aeen (T I l l e g i b l e word) Sohaldt and he told ae that the 

Barehteagaden eonvereatlona had been extraaely "hard" end that he 
had to adalt that Sehnaehnlgg had baan under heavy preeouro. X 
lneralred whether Sohnaohnlgg had been confronted aa ruaored with the 
t e i t of an agreaaent already algned by Hi t l er . He denied thie and 
atatad that daring the protraoted oonveraatlono every poaalbla 
ooablnetlon bad been debated, ^e adalt ted, bovever, that three 
ranklnrcalierala had bean praeer.t in order to lneaeaee the preaaura 
and did not deny a ruaor that Hit ler bad thraatanad trouble In the 
eTent that Sehueehnlgg refuaed to aoeept Hi t i e r ' e propoaale. I t had 
a l l , however, eoae to a happy er.d ar.d be f e l t that a great 
eervlce had been rendered to world peaee. He woqflj/ net proalee that 
tba eolat ion would be a peraanent one. Probably Auatro-Oeraan 
re lat ione would again eoae to a cr i s ta and require rev la lon . 

I aakea. Sohaldt whether an agreeaent had actual ly been d e f i n i t e l y 
concluded. He replied that the agreeaent had not aa ye»t baan foi-aally 
raaobed bat that ha t ought I t would ba and that a jo in t eoaaunique 
would be leaved. I Inquired with regard to d e t a l l e . He told ae that 
the agreeaent would eaaprlee a l l of the baale aleaenta of the 
July 11th accord and adaltted that Hit ler had requeated the 
lneluelon of Seyeelr.quart In the governaant aa Minister of 
Public Seaurlty. Police Praeldant Skubl however would reaaln . 
Sohaldt aaeured aa that the Chancellor bad ooaplete oonfldenoe In 
Seyealnquart and that be, Sohaldt, did not regard hia aa an 
'ebataele to appeaeeaant. Ha aald that "If ha la loyal wa prefer to 
have Naxla arreated by a Mad. If ba la not loyal I t w i l l aean that 
appeaaeaent between the two eountrlea la not poaalbla and 
aoaethlng elae w i l l have to be done." I euggeeted that aa l a t e aa 
two yeara ago Seyaelnquart had been working act ive ly on behalf of 
the Nasla. Be repl ied that Seymlnquart wee a devout Catholio aad mia 
alnee that t l a e the "Kultur Kaapf" had broke oat . Moreover 
Seyaelnquart waa In deadly oppoaltion to Captain Leopold the 
I l l e g a l Austrian Mail leader. I auggeetea. that If 3eyaalnquart waa 
loyal to Schueebnlgg I did not under atend why Hitler placed aoeh 
eapbaala on hla lnoluelon In the governaant or If ba waa not loyal 
boa the Auetrlan Oovemaent eonld rlak turning over the po l i ce 
control af tba oniaajry to h la . Sohaldt rapliad that ha had ralaad the 
aaae queetlon with H i t l e r . However there waa alwaye a "alddle way" 
and ha hoped that I t would ba found in the preeant lnetanee. ( I 
eoald not obtain o l a r l f l e a t l e n of th la . ) 

I ( • ) Sohaldt i f I t waa true that Schueebnlgg had abown 
Hit ler dooaaonto eelaad In Tava a f fa i r lnerlalnatlag) Mail leadera 
l a Oeraany. Ha repl ied In the negative atatlng that thla had 
prevlonely baan dene through Papcn. (Papon de f in i t e ly leavee end 
of tb la weak.) 

Sehaldt added that while I t had been agreeable to work with 
•lawanwran ba bad the def in i te fee l ing that l lbbactrop had 
inwardly waa* aaab epeaei* to the reaalta achieves). 
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2 awarlad Scheldt with ra«ard to tha Italian attltada. Ha wa« 
a n W l t U l w w for tha adalaalon tha Italian r 
waa lnfatnad of tha nagatlatloaa vail In adwanaa. 

I told Sohaldt that ay wwwaraaant naintalnad a, daw and alnaari 
lataraat la tha walfara of Auatrla and Z waa aura It bapad 
aamaatly that tha Auatrlan Qowaraaant would f Imly raalat 
throata agalnat tha indapandanaa of Aaatrla. 

I hawa laarnad indlraotly but rallably fraa tha fadaral Praaa 
Samoa that la ratwra far tha appointaant of Say—In apart Hltlar 
proalaad tha •atntananoa of tha prlnalplaa tha July Xlth 
agraaaaot with raoognltlon of Auatrla'a Indapandanaa, saw (t) tha 
patrlotlo front a* tha on 1 qua pfcaawa palltlaal atraatura of Aaatrla 
togatbar with a pladga of aon-latarfarenaa In donaatla affaire; 
aeonoale aattara wara not aentloned. 

Sehoaehnlgg avoided eoaaittlne hlnaalf atatlng that ha waa not 
authorised to alga any agreaaant without prevleae eeaswltatlon with 
Preeldent alklae. Aeoordlng to tha preee aarrlaa tha attltada of tha 
Chancellor waa that tha portfolio of Publle Seewrlty whlah ha now 
retain* oould only ha eonfldad to aoaa on* having hla aatlro 
oonfldanea. Praaldant Mlklaa waa oppoaad to tha propoaad eanaaaalan. 

Iron anothar eeoree reliably lnforaed Hitler proalaad to 
dlaaolTo Auatrlan legion In Oarnaay. About • thousand aorhaan 
at Auatro Plat and Clayton Shuttlaworth faetorlaa aada a abort 
protaat atrlka thla aornlng against eonoaaalon ta national Seelalleta. 

My feeling la that lnelnelon of Seyeolnquart In tha 
Ooveraatnt would ha otopgap aolutloa refloating farea of 
Oaraan praaaura aad would profoundly dlaeourage aplrlt of raalatanaa 
la Auatrla. 

WIUT 

(•) Apparar.t oaaeeloo. 
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EXHIBIT 32 

Vienna, 
Dated February IB, 1938 
Hec'd 12:38 p.B. 

Secretary of State. 
Washington. 

Ruah. 
?0, February 19, 1 p.m. 
"y telegram February 14, 9 p.aj. 
Dined last night at a large dinner glren by Schmidt with 

Chancellor ^chuschr.lgg, eysslnquart, members of the Government 
ahd diplomatic cor pa. .ttaoaphere aost oppressive. To French Minister 
"chuecf.nlgp described visit to Serchteagaden aa the aost horrible 
day of his life. Ke saya that .':itler undoubtedly a aadaan with * 
mission «nrf In complete control of Germany. Hitler openly told hlia 
of his desire to af.nex «ustria and declared th'-t ha could march Into 
Huatrla with auch greater e»»e and Infinitely leas danger than 
he Incurred In remilitarization of the Hhlneland. Schuachnlgg admits 
that appointment ofSeysstnqmart la highly dangereus but atatea that 
he will make It In order to avert the -worst.* In raapeet of Italy, 
Schuachnlgg declared that he car. count only on moral not material 
supiort. 

Schuschnlgg Is attempting to make best of bad situation and 
was In a long and friendly conversation with Saysslnquart. lornbostel 
Is In utter despair and states openly that there la nothing left for 
him to do but to leave Foreign Office. 

Italian minister claims that he was Informed of Berchteegaden 
meeting only on the eleventh and denied that Italy took any 
Initiative In the matter. K" telegraphed full Information to 
kussollri. Letter however is engaged In winter sports and up to last 
night Ihlgl had no 1Jformation that his messages had reached the 
nuce. Italian minister gives anxious Impression. 

."apal I.'uncio admits that Seyaslnquart may be good Catholic 
but fears nevertheless that It Is the beginning of the end. 

The French Minister who has been hers fibs years states that 
this IS t>e aost critical moment alnce July 1934. "It Is not the end. 
It Is the moment before the erd." In his opinion Austria can only 
be saved by Immediate reconciliation of France and England with 
Italy and energetic Joint act. _nderrs author of May constitution 
made Identical remark this morning. 

In my opinion Austria's situation la moat unfortunate end 
menacing. If Seyaslnquart la loyal hia ap-olntment would not be a 
solution. If he le disloyal It Is a oatastrophe. Germany 
probably plar.a gradual Danzlgflcatlon and any unsupported efforte 
of dchuachnlgg may make to outmaneuver Seyaslnquart oan at heat 
only retard this nrocees. 

Repeated by telegraph to Paris, London, Berlin and home. 

WILEY. 
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V l l 
Dated r o b . 1 6 , 1938 
Hee'd 8:48 p .o . 

Secre ta ry of State , 
Washington. 

Hush 
£5, February Iff, 10 p.a. 
Strictly confidential 
My 21, February IS, 8 p.a. 
Haro juot aoon Minister for foreign Affairs Sehaldt who aesaed 

on the whole cheerful. He expressed eonfldsnoe that a period of 
Internal quiet would ensue but felt nevertheless that kike the ogrco-
aent of July 11 only teaporary appeaseaent could be obtained. The 
task of Seyeo-Inquart would be to' bring Into the fold those 
slsaente which have ao far been irreconcilable, e did not know 
how this eould be aecoapllshed ard foreeaw that Seyas-Inquert would . 
have difficulty with Nasi sxtrealsts. Probably several new councilors 
of state would be appointed but this had already been under deliber­
ation with Sayes-Inquart for sbas tlaa. 1 asked what further stepa 
the Austrlar Qove latent would take In carrying out Berchteogaden 
agreeaent. Ho replied that pensions would be given to ex-functlonarlee 
who we.• dlaalsssd for Nasi activities. They would, however, 
not be reinstated. The aaneaty did not apply to the Austrian 
Leglonalree In Germany. He desired that soaoone be appointed In 
administrative eapaolty to look after nuatro-oeraan prsss aattera under 
the two governaents. TV la aove he aald had not been dictate by 
Hitler. 

Sehaldt aald that pressrt Oeraan aaneuvers on the -eetrlen 
frontier had been planned for two aontha. He did not believe that 
they were e allitary deaonetratlon against «ustria. 

Also saw the French Minister who has Interviewed Sehuachnlgg 
and Kornboatel with both of whoa he has unusually close saaasstlaaa 
relatione. :aux to'd as that foraatlon of oablnet wae bitterly contest­
ed. Pep en aede a last alnuts effort to have Olalss Horetenau aade 
Vloe Chancellor and ar outstanding Nazi appointed Minister of 
Justice, 

(t aa r llably lnf oraed that Biahop Of oeliner of U n a rushed 
to Vienna despite lllneas and urged realatar.ee upon President 
Mlklas. In consequence Catholic Church olalaa credit for aavlng 
thess posts froa Nacls.) 

Sohuschnlgg Informed ahe Frsneh Minister that In Berehteegaden 
eonveraatlon Hitler boasted to hla of allitary prowess of Oeraany, 
deprecated Frenoh allitary equipment, alleged that everything he did * 
with respsot to Austria and the Sudeten Oeraans was In antlre agree­
aent with Halifax, (British minister haa telegraphed this to the 
Foreign Office) that In two years tlae Italy would no longer aaan 
anything to Oeraany and that It was holy aisalon to unit* 
80,000,000 Oeraans Into a nation whloh would rule Europe. 

In contrast with Sehaldt the Chancellor frankly resents 
Oeraan aaneuvers aa allitary ddaonstratlon agalnat Austria. 
AISO article In today'e National Zeltung of Essen that reconstruction 
of Austrian oabinst la flrat step In Olelehechaltung. 

Frenoh Minister believes laaedlata future unpredictable and 
hopes that there will be at leact a teaporary period cf quiet, fca re» 
aalna, however, aost pssslalatla regarding the future of Austria and 
to •PprehcnalTe that present Oeraan success will encourage Hitler to 

realatar.ee
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undertake some raw vewraaaaa adventere within a faa aontha whleh aey 
precipitate European rar. "a atatad that today tha °rltlah Government 
had aada representations at 3arlln and that toaorrow tha French 
Qevernment »o-ild do HXewlae. Ha feared, however, that these represen­
tations were of a hanaleaa Informative nature not likely to serve aa 
an affective deterrent. 

I have alao see.- the Italian minister who aeeuaes the attitude 
that nothing unusual is going on and that Austrian lndapsnder.ee la not 
aenaced. kuaaollr.l sent message last night approving proposed cabinet 
reorganization. 

.v prominent ..uatrlan banker who la exceptionally wall lnforaed 
described the situation as siet favorable poaalbla outeoaa for Austria, 
.ustria v. .< t! r atcr ed with radical aetlon by Oeraany whleh could not 
be rraiste'. "reaent compromise would prove far laaa euceaaeful for 
Germar. sins than Kltler expected. Seyss-Inquart was fundaaentally 
weak and wuclllatlg and w^uld be out-maneuvered by Schuachnlgg and 
Skubl the secretary of State for Public Security. He waa aura that 
..ustria ha.) gulns ' six aontha during which tlas International 
situation ml"ht change lr. soae way favorable to Austria. 

Indirectly but reliably lnforaed of vlswa of their present 
Left "lng Leader. He does not expect lnusedlate trouble from Auatrlan 
Natls and ball eves that ...ustria will havt soas aontha of relative 
oolet d'irinc which Seyas-Inquart will be lr. constant and Ineffective 
conflict with Okubl. There will be frequer.t threata of resignation 
from Seysa-Inquart a.-.d lr. due course ai.other crlele In relation* 
wlt'.i ~e. aany. 

ueneral consensus la that Schuachnlgg deserves syapathy and 
admiration for the aanner In vhlch he oame out of Serebteagadan 
ordeal. It Is felt that he yielded minimum end rendered great 
aervlce to ..ustria and peace of Europe-

Pending Hitler's speech of February SO and clarification of 
attitude of ^uatrlar Nasla It le laposelble to aaka any forecaet. 

WILET 

lndapsnder.ee
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Roae, 77, aaroh 89, noon 

"ay 69, March EO, noon. 

The 

"Tha Eabaasy laarna that In tha course of tha eonTaraatlona ba-
aan Clano and tha Brit lah Ambassador on Karon 26 tha Brit lah requested 

aeauraneea that a t tha and of tha war a l l I ta l ian volunteers ahould 
laara Spanish terr i tory and that a l l I ta l ian war material would ba 
withdrawn. Thaae aaauraneaa rare given tha following day but tha 
I ta l ian Oovernaent baa reserved tha r ight to aa l l or to give oartaln 

t i t l e s of war materials to the Franco Government whan they are no 
anger needed by tha I ta l ian foreaa In Spain. 

"Tha Ambassador aleo requested that soma o f f l o l a l I ta l ian reoog-
l t l o n ba given to thoaa passages In Chaaberlain•a recent apaeoh whleb 
eferred to tha sat i s factory progroaa of tha negotiations with I t a l y . 
l a aaa l lkewl-e agreed and tha Inforaaslona Dlploaatlea communique 

tad In tha Sabasay'a telegraa Ho. 76, March 28, 6 p . a . , was Issued. 
Br i t lah nabaaaador adds, however, that he had no prior knowledge of 

l a s t paragraph^ containing the warning agalnat French Intervention. 
"Aaauraneaa ware also given by the Ital ian Government that I t 

aid atart alaoat Immediately to withdraw troops froa Libya at tha 
te of a thousand a week unt i l tha normal peace strength or about 

half the present garrison has been reached. 
•Several other minor points to be c lar i f i ed bat I t Is believed 

t only outstanding major quaatlon to ba resolved re la tes to the 
form and publ ic i ty of the agreement. I t has been agreed that I t w i l l 
take tha fora of a general protocol with separate lnstruaerts covering 
tha various j o i n t s Included In the conversations to enter Into tore* 
at a date to be s e t bv the two governmente. This would permit tha 
Bri t lah to determine what progress had bean Bade In Spain and tha 
I ta l lane to await recognition by Bxxxxs Oreat Britain. Tha Ital ian 
Oovernaent l a , however, anxloua to make public the teraa before 
Hl t l er 'a v i s i t and Is Ins i s t ing upon sons fora of public pledre on tha 
part of Oreat Britain with raapect to the recognition of the Eaplre. 

"It Is not ye t known whether the Brit ish Oovernaent w i l l be wi l l ing 
to make such a public pledge before the League Council meeting. 

"It haa, however, been proposed that there be a public exchange 
of l e t t e r e between the Bri t i sh *abassador and ths Ital ian Foreign 
Minister se t t ing forth the undertUsXlng on the part of the Brit ish 
Oovernaent to go to "er.eva with a view to ultimate recognition of the 
Eaplre and the reaffirmation of Ital ian commitments with reapect to 
Spain. The Ambassador Is seeking ftaatructlone on thla point and bel ieves 
that ths negotiat ions may be speedily concluded If hie Oovernaent 
la wl l ' lng to aceppt the* proposal." 

PHILLIPS 

[M347 (1- 4!l 
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February 18, 1935. 
German domination of Central urone 
and Czechoelovak trade agreement. 

Kr. Vladimir Hurban, Czechoslovak minister. 
The Secretary, 
a*. Sayre, 

Mr Hurban called on the Secretary by ap ointment In order 
to deliver to him a message Just received from his Government. Jr. 
Kurban began by saying V a t the situation In Czechoslovakia Is crave, 
- "Tory, very difficult". He went on to say that Germany is threaten­
ing to dominate Central .'.urope economically as well as in other 
mays. Ha said that his Oovernment believed that the German Govern­
ment intends the complete domination of Central curope and that 
German activitlee seem to point to a plan of forming extensive 
clearing agreements with all the -.'uropear. countries of Central 
larope except Austria and Czechoslovakia. '.7ithin the ll.nlte of such 
aa extensive clearing agroeaent would be hunr.ary, Tugoalavmfcla, 
Bulgaria, Rumania, Greece, and other countries similarly situated. 
The economic effect of such a union .'ould be extensive bartering 
without money passing on the basis presumably of the "eraan m-rk. 
In the words of the Czechoslovak minister, It would b: equivalent 
to a large monetary union. lie said that ..uatrla and Czechoslovakia 
would be left out of this because of Genran pla.-.e to doer'nate th--e 
two countries through political mea.-.e. From t'e entire ?roup tra ie 
from the other countries would be virtual'." excluded. In other 
words, the plan was German dom'nstlJn of Certral ..urope, with a 
closed door to the trade ot ev^ry oth .r country. The Czechoslovak 
Klnl'ster said that his Government had brought t Is matter li the 
attention of the iritis1- «nd French Governments within the left day 
or two a. d that he waa nor lns'ructed to brine It to the attention 
of the On te-4 States Government. 

In view of this development, the Czechoslovak Minister 
maid that he hoped -e would not be rigid in lnsletli.g upon the 
language in our trade agreement covering the Danublai. preferences, 
for he said that some kind of a Danublar. alllar.ee seeme ' to be the 
only way successfully to prevent the achievement of euch a. 
German plan as he outlined. 

F.3.S. 

ll.nl
alllar.ee
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Bar1In 
Dat*d February 17, 1938 
..ec'd 2:25 p.a. 

Secretary of State, 
Washington 

60 , February 17, 6 p.a. 
This sver.lng's press announces that the new ..uetrlar Minister 

of the Interior Seyss- Inouart arrive' In 3erl ln this aornlnp 
•for a short v i s i t " and was received by Hl t l s r . It Is learned that 
he a lso saw .lbbentrop an<" I t Is reports' that the necessity was 
lapreaaed upon hi* In both of these conversations ot cleaning up 
in Austria -hot * • • dsserlesd as "Coaauftlst elements". I t aay be 
further noteworthy that he spent soas t lae at the off ices of the 
secret p o l i c e . 

The clrcuaslance of a nealv appointed aeaber of the 
.tustrlan cabinet rho Is known to be pro-Geraan ball g thus In 
a f f e c t "suaxoned" to Berlin Is construed here as sharply Indicative 
of ths nature of the ner relationship bet ear. ueraany and .mstr ia . 

SILK. T 



• 

5 0 SOVIET ESPIONAGE WITHIN THE U. S. GOVERNMENT 

KXHIBIT 88 

Warlaw. Ho. 3 8 , Uareh 2 9 , 4 p . a . 

"One. I l earn f o l l o w i n g lr. a t r l c t e a t conf idence f r o a Back and h l a 
a s s o c i a t e s : 

" ( A ) Beck g a i n e d d l e t l r . c t l a p r a s s l o n In c o n v e r e a t l o n a w i t h Musso-
l l n l and Clano dur ing Back'a r e c e n t Rome T l a l t t h a t they both ahared 
S a c k ' s view In r e a p e c t to Danublan V a l l e y : whereat I t a l y focuaed l t a 
a t t e n t i o n on the Mediterranean and Poland on the S a l t l o n e i t h e r would 
I l k a t o aae the hegeaony of any c o u n t r y d e v e l o p f u r t h e r In the Danublan 
V a l l e y . 

"(B) Of p e r t i n e n t l n t e r e e t a o r e o v e r during adjournaent of A n g l o -
I t a l i a n c o n v e r a a t l o n a Musso l in i had r e c e n t l y po in ted out I t a l y waa 
fundamenta l ly i n t e r e s t e d in a s c e r t a i n i n g the e x t e n t t o which B r i t a i n would 
be I n t e r e s t e d In do ing e jae th lr .g t o br ing about e c o n o a l c and o t h e r 
ap e a e e a e n t lr. t h a t area which had bean d i s t u r b e d by r e c e n t e v e n t s 
(such aa . t u e t r l e ) . My ln foraar . t s added t h a t in o ther words M u s s o l i n i ' s 
soundings or. t h i s s c o r e I n d i c a t e d M u s s o l i n i ' s I n t e r e s t in eabarklng 
on a p o t e n t i a l c o u n t e r p n l i c y Tie a v i s Qeraany's s u s p e c t e d a a p l r a t l o n a 
In Oanublan V a l l e y ; the c o u n t e r p o l i c y e n v i s a g i n g e c o n o a l c a s s i s t a n c e 
to r e s a u e the Danublan and Balkan s t a t e s froa b e i n g awept Into t h e 
Oeraan caap . 

"Two. My informants added t h e i r o p i n i o n V a t B r i t a i n would p r o ­
bably be i n c l i n e d to l e a v e t r e a t a e n t of t h i s p r o b l e a In abeyance 
u n t i l c u r r e n t o b s t a c l e s s t a l l r e t a r d i n g an n n g l o - l t a l l a n s o l u t i o n of 
ths p r o b l e a In Spain w i l l have been e l i m i n a t e d . " 

BITDLE 
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Jan. 8.. 
forSlg? 

KxHisrr 3!l 

B u l l i t t sa i l ed froa Pari* that U f o r , In oharge of «h« 
Offtoo l a Balboa" abnanoa, bad to ld h i . that the 

Preneh OoTarnsant « u vary apprananalT* l oa t the United s ta tae 
baaoaa tawlni with Japan. Lager said that alone Bri ta in would 
do nothing In tha Far Caet, no natter how insu l ted . But i f tha 
tktltad Stataa should go to war with Japan, Britain w^uld jo in In 
and thla would leave Prance alona In Europe. Lager aald that In 
auoh an eventual i ty Oaraany aid I ta ly would atrlka at onoo and 
rranaa wwuld ha no aatoh for than. 
Jan. I f . B u l l i t t eahlod that Pronaa, now Ita l ian eharga In Paris , 
bad to ld bin that Ooraany and I ta ly bad rsaehsd ooaplsta agrss -
aant as to Austria and that I ta ly did not object to Oeruany'a 
taking over Austria. B u l l i t t aakad whsthsr in that sysnt tha 
500.00C Tyroleans night not basoaa a danger to I t a l y . Prunas 
rspl lsd that I t was 4tx alrsady agrssii that tha Tyroleane <-ould 
aaigrats to Oaraany. Oaraany had expressed a dsslra for f a n 
laborers and aoaa 88,000 bad alrsady bson s s n t . Whan th i s was 
ooaplstsd I ta ly would ba safs at tha Brenner. 
Jan. 18. B u l l i t t oablsd that Delboa had told hla that Ponoat 
reported froa Barlln that tha Oaraana would agrsa to a l l a l t a t l o n 
of production of a l H t a r y planss and that In gsnsral prospects 
for a Preneh-Gernan rapproeheasnt ware encouraging. Dalboa said 
In addition that bs bel ieve* there waa eoaplata understanding 
be ween Ooraany and Italy as to Austria. 

)U 
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luropa 

England 

Jan. £4. j o n n , o n j . s . Charga at London, cabled that the n.S. Military 
Attache inforaed f.la that a representative of tba Brit i sh Air Ministry 
bad lntlaatad that day that hi* authorlt lee would probably request 
through tha Bri t i sh tabassador In Washington permission to purchasa 
csrtaln Aasrlcan a i r c r a f t . Tn* f l r a t ltea w i l l be not laaa that 1£ 
Boeing B-17 aodels for ds l lvsry within 1? weeks. 

Tha Air Ministry hopes epeolal consideration w i l l be glTen by tb« 
appnoprlate Aaerlean author i t i e s for releaaa for sale of these 
Booing aaoblnea and other a ircraf t to be specif ied l a t e r . 

Spain 

Jan. £1 . Bay, U.S. Consul In Sevil le tabled: 
"Po l i t i ca l optialoa deaorlbad In ay Deo. 7 has boon rudely shaken 

by events of Teruel. Moral e f fect of tie loaa of that a l ty far 
outweighs a l l l t a r y elgnlfleanee bit ulttaate l iquidation of the 
a f fa i r la expected by operation n»w devUoplng. Inforaatlon received froa 
widely separated sources Indicate* General franco waa on the point of 
launching a drive on Ouadalajara to tak< off froa Jadraque with 
Intention of coapletlng enclrcleownt of Madrid when attacked at Teruel 
These elrcuastances are generally regar6d as aerely delaying final victor 

Tightening of frontlere which s t i l l ont lnue. t . attributed to o lo t 
against Franco. Inforaatlon froa Osraan ourcss Is to the e f fec t that 
a nuaber of c i v i l i a n s were recently execitea m th i s connection at 
Caceree. Method of granting leave* to aeoere a l l l t a r y foreea baa bean 
revleed and r e s t r i c t e d . Masters aid crewiof foreign aerchantaan 
are not peraltted to go ashore In Sevll leexceptlon being aade for 
•hips of natlona having relation*with Oeeral franco. 

Foodetuffa, especia l ly s e a t s , teareer ban laat T U P urn M..I . . 
substantlal ly'hlgfiar. Hotels ana l e e U u r a t T a t n ! JSrttlmle Co'Sir*. 
a r t l c l e e not avai lable in local aarketa. s t a l l stocks pract ica l ly 
exhausted•" * 
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f''A / 
, Austria, atrunny 

r«b. It. "Hay , U.S. charge at Manna, eablad th« eablnat changee 
approved by lilclaa tha praeadlng night , adding that ha waa lr.foraed 
through offlela' . aoureaa that tha Oaraan Oovernaent bad deaanded 
act l >n on- i t * requeeta by aldnlgbt and had atagad an lapresslvs 
• l l l t a r y de onttret lon along tha front lar . 

fab. l e . Ollbdrt, 0 . 3 . charge at Berlin, eablad that Hassan, foraar 
1 Oeraan counaellor of iBbaesy at Suer.os Alraa and tha nagotlator 
I of tha Canadlen-Oeraan eoaaarelal agresasi.t of 1955 and tha 

Oers&n-French agraaaant of 19S? and now In tha aoonoale asetlon of 
tha foreign Off l ea , wae balng aant to tha United States . He would 
travel ..round securing eeonoalc lnforaatlon and would bs available 
after the algi.ature of th« t7.~. - Brit ish trade agreaaent 4o 
dlacuas p o s s i b i l i t i e s of negotiating a trade agraaaant between 
Germany and the United Statee . 

fob. 17. P M l l l p s eablsd froa fioae that Clano said that while tha 
lnelualon of 3ey sn-Inquart In tha eablnat aeejnt "a pronounced lnoreasa 
Of aaraan influence In Austria he nevertheleee f a i t that I t was far 
better t-j have cooperation between the two govemaente sines any 
inoreaaa of Aue<trlan opposition or h o a t l l l t y to Qeraany Bight ot 
l t o e l f be an Inv i ta t ion to Hi t l er to take eoae drast ic s top. Clano 
a lso told ae that there would be wary auah closer cooperation between 
th*. Oeraan and Austrian arai'js a.-.d that during the next year there 
would be an exchange of high ranking off lcere between the two 
era lee ." 

reb . 18 . Ol lbsrt , 0 .8 . chargs at Berlin: 
"The Military Attache renorte that as a resul t of nuajsrwaa 

conversations and discussions with amy a uroee he Is sonvtnsed thai 
the agreeaant rsachsd with Austria as a r s su l t of tha Hit ler -
Schuechnlgg conversations conteina a l l l t a r y clauses providing for 
the gradual & aas la l lat lon" of tha Austrian aray Into tha Oaraan. 

"Prasuaably th i s a l l i t a r y agraaaant oovsrs: (one) unification, 
of tact ica l doctrine through adoption of s l a i l a r t e s t books, 
(two) Auetrlai. adoption of Oeraan a l l l t a r y organization, {awaw/ri 
(three) gradual Introduction of unlfora weapons, (four) coordination 
of *ar plane. 

"The t l l i t a r y Attache be l i eves that within the r e l a t i v e l y 
near future there w i l l be evlder.ee of a a l l l t a r y a l l lanes through 
the ap-olntaei.t of etar.dlng a l l l t a r y a las lons by each country 
•a the other eosntry. 

"AS a corollary of tha foregoing I t la believed bars that 
further changes In the Austrian Oovernaent w i l l be announced 
shortly whleh w i l l Include the appointment of a "pro-Oaraan" Chief 
of Staff of the Austrian aray." 

evlder.ee
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< > • -

Kerch i .6 , Lar.e, U . ~ . .. l r . l s t e r a t J e l r r a d e , cable i 1 : 
" L l n l e t e r ~>\ ar r s B t a t e d to me y a s t e r d a y that c o n s t r u c t i o n 

of Yueoe lav f o r t l f l c u t l o r . 8 or. ;ernia! f r o n t i e r which .vae I n i t i a t e d 
r>rlor t o ar . sch luss I F ^rocee-"lnr. i U - o s l a v Oovemmtn t no* e v i n c i n g 
a c t i v e I n t e r e s t li. comlnff to i cr«»»er t w i t h 3ta: dard Vacuus Oi l Co. 
r e s p e c t i n g ."<uty on o r u ' e o i l due t'i m i l i t a r y n - c c s s l t y of g a s o -
11m M M r v e t , j c n e r o l i r l c d l i o . m t e d lm o r t a r i of r e c e n t 
I n c i t e , . t s li nortte-r. p a r t 'f tt«' c n r . t r " a t t r l b u t l . . ? t i t s to 
l o c a l n o l l t i o a l rath , r tfca t> I. t r a t l - r i a l c«' i93». 

" . . s s l e t a i t . l i l s t c r f r "-irci-r . . f f a l r s s a i d to me t h i s mornlnp 
t h a t ••ei .er-1 urir.ua s l t u a t l o . , a" :_rs calmor; that " l t l e r w i l l 
;»ot a t t a c i ; : f c ! -">cl o v - i l * r i a ' . l z l n r '->.at such a c t i o n ould l ead 
V> rr: e r a l COalit l ) ! ' . - a ir .rt "t r.Ttar.y, ar d tr._t r^r *111 probably 
bt averts." f T £ • • • . r s a t t - . s t . " 

cnr.tr
urir.ua
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55 

Maroh £6. Ravndal, U.S. conaul at Buenos Aires cabled: 
"According to baat poaalble source, Oeraany la secretly pur­

chasing large atooka of caraala and linseed In Argentina, presuaa-
bly for excessive fees. Shipments since January IS, 1930, have 
been of unuaual Toluae and local ahlppara are atrictly prohibited 
froa divulging any Information regarding theaj." 
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EXHIBIT 4-4 

t, 

Karen £9 . P h i l l i p s , T'.S. embassador a t Rome, c toted the coamur-, 1 oue 
Tn the Tnfornazlor.e r lplom-itlca on chamber la in ' s speech. In r e f e r ­
r i n g to the comaur.lque's warnlnc a c l n s t French In t e rven t ion In . 
Spa in , . ' h l U l p e s» ld : 

•There i s every evMence t h a t the I t s l l a r . Governnsi.t i s 
s e r i o u s l y preoccupied over the p o s s i b i l i t y tha t franco «U" i n t e r ­
vene a c t i v e l y In behalf of the ;panish Gove, noent fo rcoe . Ore 
such I n d i c a t i o n Is the e f f o r t to sp-ed up r.<!« i t l a t l o n s 1th " r c a t 
B r i t a i n , two conversa t ions between - lano «nci r e r t h huvlne token 
pM.ce over the weekend." 

pM.ce
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Hareh 2 9 . 

if 
C*rr, U.S. Xlnlatar at Fragua, cab lad • an—ary of tha Prtaa . 
Ulniatar'a apaach of tha 28th. *ftar notin* tha rafaranea la tha 
apaaoh to futura a lnor l tr aaaauraa, Carr aald "no aantlon aada 
of new aaaauraa though thay ara probabla alnea In addition to 
Chaabarlaln'a suggestion •« Know that Brltlah and Oaraan 
alr.latara think furtfcar aaaauraa and laprorad adalniatratlon 
aaaantlal .* 
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England 

On March -:, Kennedy, U.S.Aabaaaador to London, eablad about tba 
o r l t l s h dealre to prodeed without dalay with discussions wider 
paragraph 3 of Artiela £5. Tba sable addad: 

"Cupb>ln Allaon In conversation with .tdalralty o f f i c i a l s waa 
told that tba Brit i sh are anxious to f i x a H a l t of about 
48,000 tona which thay ballara w i l l glwa a wall balanoad ship 
carrying nlna 16 Inch gun*. Thay faal that tha naxt hlghar 
l og i ca l H a l t would b* about 47,000 tona, providing a balanoad 
•hip of twalTa 16 Inch guns." 
On March SO Hall r sp l l sd by eabla agreeing to procaad at onea with 
tha discussion* under paragraph S of . . r t lc l* £5. 

., typed despatch of febru.ry 26 froa tba Magju laerlcen Minister 
to th* Kegus rafatrad to h i s deepetch \'», 1S£, datad February 14, 
"wharaln i t w*a reported that a secret understanding has existed 
alnca 1934 between the r.etharl'ande ar.d Irttisaaisrifas: Br i t i sh 
air f o r c e s . ' 

Oeraany 

On March SO, Bllaon, 0.8. charge at Paris sent eabla No. 497, A p.a., 
•a follows: 

•A Oaraan friend foraerly In tha dlploaatle ssrvies who 
aaintalns re lat ion* with Von Keurath has Just aerlved here froa 
Berlin. He t e l l e ae that the leaders of ths party ara urging 
Hitler to aove ouickly agalnat Cceehoalovakla in order to take 
advantage of the favorable el tuatlon oreatad by French weakness 
and ->rltieh unprepare 'nass. Their thought i s that whan tha 
Czechoslovak proposal for dealing with a l n o r l t l e s Is known I t 
should be treated aa a sort of Sarchtasgadsn arrangeaent, 
denounced as unsatisfactory, disorders to taka place In tha 
Sudeten country with ar. appeal for the asalatanca of Garaan troops. 

"My informant said that Von Neurath a: d othara ware playing 
for tiaa ar.d counseling that no aggressive action be taken at 
l eas t unt i l after Hi t ler ' s v i s i t to ftoae." 

Italy 

April 1, -Vllson, V.S. consul at Genoa, cabled: 
"Have Juet heard froa reliable confidential source that 

order iaausd last luesday placing fleet froa La Speila to French 
boundary under 6 hours sailing orders has now bdan cancelled." 

St 
* 
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The **lgnlflcance of the -s tabl lshaent 

of the 
"Manchukuo ileaTY Industries l^svelopmant Company. 

The Information supplied the department by Consul Richard F. 
Boyee In his report ent i t led "New conomlc Organization in 'Kanchu-
kuo * *, Yokohama, January 6, 1958, suggests ar. Interpretation of 
the s ignif icance of the eet^bllehaent In Uanchurla of a rew company 
to develop heavy If duatrlss which d i f fers coneldsrably from those 
popularly accepted. The fac t s In connection with the r.ew coa-any 
are as fol lows: 

The Nippon Sangyo (Nlhon Sangyo Kabushlkl :<alsha) Is a 
Japanese holding comoar.y capl ta l l t sd at yen 225,000,000 heads* by 
Olsuka ..lkawa, which controls and manages a large network of indus­
t r i a l and commercla1. enterprises lr. Japan enraged in mining, ship 
busldlng, ship 'ng, f i sh ing , the manufacture of Iron, autonoblles, 
chealcals ar.d o i l s , aarlne prodicts , aatchea, and e l ec tr i c power. 

The South Manchuria Rallnay Coapany la a Japanese eorporatlo 
owning and operating d i r e c t l y , or control l ing through stock owner­
ship the enterprises occupying a key posit ion In t1 e ecor.oalc l l f s 
of Uanchurla. 

« new "Mai.cbukuo" corporation called the "Kanehukuo "aavy 
Industries "evelopsent Coapany" has bser. create-!, with a c a p i t a l i ­
sat ion of yen 450,000,CCO. which w i l l acquire the asss t s of the 
Nippon Sangyo and at the some t lae acquire from the South Uanchurla 
Railway Coapany control and aanageaent of aar.y Imports t raining and 
manufacturing ent-rprlses (coal , Iron, and gold mining/ , the Iron 
and s t e e l Industry, l i g h t aetal manufacture, automobile, a ircraft , 
and other manufacturing industr ies ) . Half of the stock of the 
new company wl i : be held by the present owners of Nippon Sar.gyo, and 
half kjr w i l l bs held by the ""anchukuo" ^overnaent. "r. ..lkawa w i l l 
m u s e aanageeer.t of the combined enterprises contolled by the 
new company. 

The establishment it the new company has been generally 
portrayed as the orenlr.g up of -anchurla to private capital , n t h 
a pmasls unon forelgr cap i ta l , as the reeult r>f the failure of the 
South Uanchurla "allway Coapany to develop the country su f f i c i en t ly , 
and I t s Inabi l i ty to at tract capital for further sxp.v.elon acheaes. 

I t may be eald with a fa ir gteftree of certainty that the 
establishment of the nsw coapany doss not Imply any material charge 
In the opportunities for private capital in -anchurla. Private 
Japanese capita l has always been allowed to participate lr. th* 
a lnorl ty shar s of rost of the enterprises controller" by the 
South Uanchurla Hallway Coanany or the "Manchukuo" Government ar.d 
foreign capi ta l hie bee- allowed in many. I t i s important to note 
that the Supervising Law governing the new company sped f lee that 
control of the nsw company, even as r-garde the deta i l s of business 
and f inancial management, shal l rest with the "llanchukuo" Govern-
aent (which also w i l l own 50 percent of the stock of ths i.ew coa­
pany). Host of the -anchurla: enterprises slated to bo controlled 
ard mar aged by the nsw coapany are "Manchukuo" special companies 
already l ega l ly controlled by ths "tate with the South 'anchurla 
hallway Coapany owning control l ing stock of a l l of tt em. 'hese 
d i s t inc t ions are nlee but Irrelevant sines the "apaness Kwontung 

% ' '" 



6 0 SOVIET ESPIONAGE WITHIN THE U. S. GOVERNMENT 

KXHIBIT 4K 

- - 8 -

.jray controls and Is pract ica l ly synanyaou* with the "Hanchutajo* 
Government or d the South -anchurla Railway Conpany. Contro of 
the -onchurlan interprlses Involved, therefore, w i l l remain centra l ­
ised in the same hands. Private Investor* w i l l be allowed to Invest 
In the o lncr l ty shares of the eubsldlarlee of the now coapany a* 
thev were a l l wed previously to Invest In the a lnor l ty shares of 
companies controlled by the South Manchuria Railway Coapany. 

Kot onl. does private capital aake no gain as a raaal t of th* 
oroutlon of the new coapany; on the contrary,, the s tate of "Kaneh 
(or the «ray) acquires control of Nippon Sangyo's large nstwork of 
Industrial enterprises In Japan. *t w i l l be possible under the new 
set-up to operate these In coordination with the "anchurlar. enter-
p r l s e s . H i s d i f f i c u l t to evaluate the r e l a t i v e Importance of th i s 
factor In the creation of the r.e* coapany. I t say haw* been th* 
principal reason for the change or I t jQa$ have been a eeeondary 
reason. I t car. scarcely have been an Incidental fao t , however, that 
the -.ray acquired as u resu l t of the deal control of large Indua-
t r l a l enterprises li. "Span, part icularly In view of the world-wide 
trend toward Increased mil i tary Influence In Industry, 

Is i t l i k e l y that Mr. Slkawa'a modem and thu* far wary sucoese-
ful business methods and reputation w i l l a t t rac t prlvat* canltal 
more successful ly than the South Manchuria Rallwal Company? 

There Is l i t t l e doubt that Japanese. Investors are exhibiting 
an extreme lack of confidence In the South Manchuria "allway Cosj-
panu. In 1936 the "omoany launched erandlose expansion plana, spon­
sored by th* mil i tary, ca l l ing for an Investment of yen 434,000,000. 
In f ive years li: s trateg ic and other primarily Military enterprises . 
According to a report received from the American Consul In Dalren, 
lr. -arch of 1SJ7, i t appeared that th* Company was borrowing In » 
order to pay I t s dlvidsrda; at the saae t l a s th* Japanese Government 
refused to pay up capital stoc&previously subscribed. *h* South 
"ar.churla ..allsjay Coapany debentures ware unsalable to th* public 
and the newlw, adopted policy of s e l l i n g to the public soa* at l t a 
eh-rea In subsidiary companies had met with r e l a t i v e l y l i t t l e 
sue •«•». 

Th-. essence of the luck of confldaaoe appear* to I t * In 
a l l l t - r v domination of the bualnsss amercement of the South 
ilanchurla "allt ay Coapany and the Vast eSVanslon of enterprise 
sine* 1931 alone s trateg ic and military rather than *conoalc l i n e * . 
The soundr.cse of sxtoi.slve heavy Industries In -anchurla aay be 
questioned at ones upon economic grounds. I t 1* highly doubtful, 
theesfore, that the transfer to new management (control remaining 
the same) of th. h=*vy industries requiring extension In Manchuria 
w i l l at tract private cap i ta l , e i ther "apanese or gore i en, In sub-
Sta: t l o l quant l t t* ( . Nevertheless the -ippon Sangyo and l t a sub-
s ld lar les In J"aoan probably "oesess ressrvss ar.d borrowing pow*r 
which may St milksd for the benefit of th* Manchurlar. enterpr i ses . 
Furthermore, the creation of the new coapany, with h a l f th* stook, 
taken by the Government of "Monchukuo" automatically pumps another 
y*n £85,000,000. of public funds Into manchurlan Industry. I t la 
true, thesi. funds '.111 be ussd by th* n*w ooapany to acquire fro 
the Jouth -onchufta .;allw;ay Ciapany oontrol of th* Kanehurlen 
prises to bs taken over by the new coapany and leave l i t t l e 
marital f i r expansion but since the South "anchurla Railway Coapany 
oi d the new comnary are two socket* In th* earns mil i tary trouaara 
this n sd not detain u*. Th- -iouth "anchurla Hallway Coeipany, of tar 
havlrf b *.. paid off (probably) In "Uanchukuo* bond*, a l l ! posses* 
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aa a rss- i l t of tba daal additional resoureee with wtaiob to axpand 
In Manefaorla or In North China. (Aooordlnc to resent praaa raporta 
tba South Manoburla Railway Coapany haa de f in i t e ly b a n al lotad 
tha taak of developing tha railway*, rounds (roadaT), harbors and 
•lnaa of North China.; I t nay be that t h i s aaa on* of tha aora 
lnportant eonalderetlone of tha daal . 

Why should r . Alkawa ba wi l l ing to aarfa h i s Interests , and 
thoaa of hla eo- lnvsstors In Nippon Sangyo, with thosa of tha aoae-
what nora dubloaa aoonoalo antarprlaaa of tba Sooth Manchuria 

Railway Conpanyt The eharaotar and background of Dr. Alkawa f i t 
adnlrably Into tha naa picture . »e la tba son-in-law of Mr. Kubam, 
Praaldant of tba Japan Iron Foundries and a f omer Cabinet • In l a t e r . 
Mr. Knhara has bean aaaoelatad with Mr. Alkawa In aany of h i s nost 
laportant entarpriaaa and has supplied such of hla cap i ta l . Moreover, 
ha la e loaely aaaoelatad with tha nora reactionary elaasnt l a 
tha Japanese Amy and was reoently santenosd to prlaon for h i s 
connection with tbe attaaptad amy coup of February 86, l t M . 
Maears. Alkawa and Kuhara have bean favored by eubetantlal Amy 
support tor the l a s t few yaara and aawaral of tha aors laportant 
lnduatrlea controlled by Nippon Ssngyo depend largely upon a l l l t a r y 
ordara. There oertalnly appears to b* a euff lc lent aaount of 
a f f i n i t y and Interdependence Involved to explain Mr. Alkawa'e aotlan 
In tha nat ter . 

MS. Alkawa now saeka to obtain Aaarloan capital to aid In 
the expansion echeaea of t h i s large holding coapany controlled 
l ega l ly by tha "Manchukuo" Oovernaent and In fact by tba Japanese 
Rsantung Amy and conducting enterprlsss both In Manchuria and 
Japan. I t la reported that Mr. Alkawa w i l l ooaa ahortly to tha 
OnitecJ Statea for the purpoae of e l i c i t i n g aid In the f o m of * 
e r e ' l t e for aaohlnery, equlpaent and aa ter ia l e , for whleb he w i l l 
exchange alnorl ty Interest shares In tha aubeldlary coapanlee of 
tba Manchuria Heavy Industries Dsvslopasnt Coapany (In no oaee w i l l 
forelgnera be allowed aajorlty lntereat or aanagaaant pr iv i leges 
In any subsidiary) . 

Consul Boyoe b s l l s v s s that Aaerlcans who nay ba approached 
Mr. Akkawa should b a p in Bind the uneoonoalo nature of aany of 

a enterprlaae controlled by tha Coapany, the Amy control , the 
alaoat Inevitable f inancial d i f f i c u l t i e s of Japan In tba next few 
yeara, tha poee lb l l l ty of war with Russia, and other considerations 
which he l i s t s . 

M.M.R. 

2 

FE: Jones: 3MJ 
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American Consulate 
Yokohama, Japan, January 6 , 1958 . 

d i b j e e t : I ' C L ^ I : 0 A rrp-RT ON THE 
H •• sco::oiiT<: c~• 
IN •K^cmfm 

r .̂e Honorable 
The " e c r e t a r y of " t a t e 

Washington 
S i r : 

H e s p e c t ' i l l y y o u r s , 
Richard F. 3 o v c e , 
mserlcan Consul 
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VOUBCTAKT BtPOBT 

wr: ycrnomc OBOANIZATI?M 

St 

Froa: Consul Richard f . Bojrc* 

aaarlaan Consulate , 

Tokohaaa, Japan. 

« g t « ; Tba aneloaura -Japan'a Capital 

V l e a C o M u l I»an B. r h l t a . 

Data of c o a p l a t a l s n : January 6 , 1 9 M 
Data of • « ! l l n f : January 7,19J8 
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Kzy ECQ?:o«rc .OROAVTZATION OF*KAycHincuo« 

T A 3 1 ? OF COWTŜ TS 

S 3 C T I ? N i 

wss1- FOR rtr PQLICT I S BCOKOISIC 

"~DSV£L0?t: ".% '_*T •KANCHinCPO* 

SECTT^N I I 
OUTLIN" OF NT? P W L 

• 

SSCTi"N I I I 

3ACK3RXTNT) OF YOSITTSUK^ AIKA^A AND 
TFK r.TR"» Sit-'-OTO KABUSKIKTIEAISHA 

SECTION IV 

-̂ A L Y ° I 3 OF ZCO; OICIC FACTORS 
IWV?LV :;D. 

srcL a i t -

k • yORATDUK - Jaoftf.1* Capital R»»omro»« 

i i « « . < - M w i H M » w * » # < W j j 
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JgJE »"2E •'•%'. Policy 

IN 
ECONOMIC DEVgLO"PM:»:T CT •liArCVCCTO 

"Manchukuo'e" aeonoalc organization la principally agricultural -
90]( of the populatl->ti la er.gaged In agriculture and SOC of tha na­
tional lncoao la darlTad fro* I t . 

Tha great iaportar.ca of trada ralatlona batwaen Japan,*aenehu-
kuo," ar.d China w i l l be understood whan ona eonaldara tha poor natural 
wealth of Japan and tha axlatanea of abundant raaoureaa and alda 
oonauaptlon narkete In "Manchukuo" and c hlna. (Mltaulblahl - "Japan 
Trada and Induetry," page 623.) 

Tha prVipoee of Japanaaa aeor.oaic expanelcm Into "Manchukuo" 
ea aald to Be "to bring tha two countrlaa Into a coaaon aeonoalc 
ur.lt, to avoid destructive competition, ar.d to u t l l l t a aa fu l ly aa 
poaalbla tha natural raaoureaa of tha two countrlaa." {Japan-«aneh»-
kuo Taar Book 1937, page 840.) 

"Tha South Manchuria Hallway Coapany haa baan tha bulwark of 
Japanaaa p o l i t i c a l and aeonoalc Intaraata In Manchuria for tha past 
thraa decadee," Slnca 19j£ tha coapany haa had eupervlsory control 
a l t ' ar direct ly or Indirectly through aubetdlarlee ober aany e c t l -
v l t l e e , Including rallwaya, workahopa, ataaaahlpa, harbors, ooal 
alr.aa, shale o i l p l a i t s , Iron and atsa l works, ehaalcal f e r t i l i s e r 
p lants , e l e c t r i c i t y , gas, ho te l s , public works, such aa school*, 
hosp i ta l s , a t e , ; alaughter houses, eeaent, paraffin ref lnlngs, 
oeraalca, lnduatrlal fata ar.d o i l s , luaber, storage, exprees ser­
v i c e , gold and lead Blr.lng, reel astata . Insurance, newspapers, 
a t e , e t c . 

Tha vast undsrtaklngs of tha oouth Manchuria*) Railway Coapany, 
which la eontrollad by tha Japanaaa Government, have not baan devel­
oped, or h-ve not davalopad "Manchukuo," to tha extent dealrad. The 
theory upon which the South Manchuria Railway Coapany worked la 
said to have baan avolwed by the Japansss a l l l t e r y authorities In 
"llanchoukuo" and was baaed on the Idea that tha established capi­
t a l i s t s of Japan, such as Mitsubishi, e t c . , should be kept oat of 
"aanchoukuo"j that tha Government ahould ran tha entire project 
through tha South Manchuria oatlwar Coapany and any proftta would 
accrue to the Oovernaert. 

Without giving apeclf lc data to show how far short of the 
original expaotatlona tha South Manchuria "ellway Coapany develop-
•et.t progreeeed, i t la now announced that a change aust be Bade anal 
that c a p i t a l i s t s w i l l be given a chanee to aee What they can do. 

ur.lt
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OUTLINE Of NFJT PLAM 

(Supplied by 
Ninon Sannvo Kabuahlkl Kalaha) 

•IUNCHOIIKU0 Ĥ nVY i::D"aTBIgS CO.. LTD. 
"The urgent nacaaalty of expediting the development of Industry 

In -ar.choukuo, aore espec ia l ly tha heavy Induatrlaa, leaves no room, 
for diacusalon. To balr.g about thla development ar.d to take advantage 
of tha forthcoming abol i t ion of a x t r a - t e r r i t o r i a l i t y r ights which 
w i l l rasu l t In tha transfer of administrative power now exercised 
by the South Kanchurion Railway In the railway sona, our Coapany . , 
has coa* to an agreaaent whereby I t w i l l baeoaa a Hanchoukno corpor­
ation and wi l l aove I t s head of f ice to Hslnklng. 

"This now Kanehoukuo corporation ahall than aarge with a power­
ful national policy corporation planned by the Hanchoukno Oovern-
aant for the ppnpose of developing Industries thara on an Integrated 
aanageaent pr inc ip le , with the 'center In the heavy Industries f i e l d . 
In addition to aanaging the ex le t lng enterprises of our present 
Coapany, the new company result ing froa the aerger w i l l undertake 
the lar>ortart a las lon of control l ing and aanaging tha Iron and 
s t e e l Industry, l i gh t aetal aanufacturlng, automobile, a ircraf t 
and other aanufacturlng industries In Manehoukuo, a l so coa l , gold 
and other alnlng Industries . 

•The new national policy corporation shal l have a capital of 
Ten 450,000,000.00 consist ing of Ton 225,000,000.00 to be invested 
by the Manchoukuo Government, and tha present capital of Tan 225,000,000 
of our Coapany. The now corporation shal l enjoy the pos i t ive support 
of both the Japanese and ^fanchukuo Oovsroaenta with reepeot to tha 
act ive u t i l i z a t i o n of tha asset* to be taken over froa Mr Coaapny 
and of rais ing t u s neceeeary funds and making available other f a c i l ­
i t i e s , t h a t aay be necessary. 

"The following Is a general outl ine of de f in i t e teras agreed 
upon with a veiw to respectln_g tha in teres t s of the ex i s t ing 
shareholders of our Coapany and to provide for the lavestaent of 
private capital In lianchoukuo: 

• 1 . i t the dlaposal of prof i t for ee,ch period, the dividend 
w i l l be determined aa fol lows: 

(a) When the dividend rate for private shareholders i s 
10,-; or under, the dividend for the shares hsld by 
kar.choukuo shal l be one-half thereof, for example, 
i f the private shareholders raoelva a 10*J dividend, 
aanchoukuo shal l rsce lve a 5A dividend, 

(b) «ny prof i t la excess of a dividend of 10/. for private 
shareholders and 5" for Manchoukuo shal l be divided 
squally. Poreexaaple, If private sharholders re- ' 
celve a 12 A dividend, "anchukuo shal l receive a 
7.. dividend. 

• t . In the event of l iquidation of th* corporation, th* resldus 
shall be divided between the private shareholders and 

the Government shares a t the ra t io of tsro to on* up to 
one and one half of the paid-in cap i ta l . Any sxesss over 
one and one-half shal l bs divided equally. 
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3. Tha Mar.choukuo Qovemaont shall guarantee the principle 
ar.d a nat return of 6< per annua on all funds expended 
by the corporation In connection *lth carrying on enter­
prises In ^-Jichoukuo for ten y*ars. In the avant the cor­
poration doas not earn 6.. per annua and It is necessary 
bor the "tc.choukuo Governm-nt to Bake up a deficit op to 
6%, th* Govarnaaat shall be relaburaed In subsequent 
periods out of any earnings In excess of 6- until such 
tins as tha advance to cover tha guaranteed dividend has 
bear, repaid. 

•«. There shall be no ». .nchoukuo tax on profit Bade by tha 
corporation front investments outsidv JJanchoukuo. «lao 
dividends, paid by th- corporation to shareholders re­
siding outside of "ar.choukuo ahull not bs taxed. <*a to 
taxation In rea-ect to enterpriser In *anchoukuo, the 
kenchojkuo Government shall take suitable steps s-> as not 
to Impair the functions of Integrated aaneceeent of 
the corporation lr. the event a cha: ge lr. the taxation 
syctea uro-ild, In the future, caaae an additional burden 
to the corporation. 

"5. fh<* cornoriitlon s'.all n->t be reetricted us to th« dlYi-
dend rate In tht dta.-.-jatl of profits. 

"6. In rerard to th«. marketability of the private shares, 
of the corporation, the "a->arese and the ^ar.choukuo 
governments shall take suitable measures so that fr.e 
exlstl:.? negotiability shall not be impair d. 

"7. "o restrictions rill bv place'! on exiort of dividends." 

I 

H:«47 O—4»-
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The f o l l o w i n g t a b l e l a s a i d t o b» the H a t of e o a p a n l e s r h l c h 
w i l l come under the aanaffaaent of the new c o n c e r n . (japan-Banchoukuo 
Year Book 1938 , nave 9 4 8 . ) 

C a p i t a l (Tan l.OOG) 
Companies Authorized Paid-up 

3ho».a . ' t e s l Vorka 
Lar.chou C o l l i e r y 
kanohuria f i n i n g Oe»elo-jaent 
t'outh Manchuria f ir . lng 

hontunc Uln lng 
ruche-* Uln lng 
Kalpinf? Ulnlng 
liar.churla Lead k l n l n g 
" a n c h u r i a Gold a n l r . g 
Great -ar . chur ia Gold l i 'n lng 
South Manchuria Llirht - e t a l 
Japan-*aneh->ukuo ~agr. elum 
Dowa . .u tomobl le 

T o t a l 

1 0 0 , 0 0 0 
1 6 , 0 0 0 

5 , 0 0 0 
3 , 6 0 0 
5 , 0 0 0 
1 ,000 

3 4 , 3 2 0 
4 , 0 0 0 

13 ,000 
200 

2 5 , 0 0 0 
7 . O . 0 
6 . 2 0 0 

2l9,S?d ' 

8 2 , 0 0 0 
1 6 , 0 0 0 

3 , 1 0 0 
1 , 3 5 0 
2 , 2 5 0 

750 
3 3 , 6 2 0 

4 , 0 0 0 
7 , 1 7 5 

50 
• , 2 5 0 
3 , 5 0 0 
3.FOO 

US,US 
Tht Uar.cho'ikuo Government 1« f u r t h e r a o r e e x p e c t e d t o e r t r u a t 

t h s l^rper p^rt of the ^.ork a p - e r t a l n l h l 1 to the s o - c a l l e d ""an-
choukuo 5 Vear I n d u s t r i a l r lar . , which l a scheduled t o be under­
taker * l t h a budpot of 3 , 0 0 0 a l l l l o n y e n , to the new coapany. 

C o n t r o l l i n g R e g u l a t i o n 

Th. la» parsed by the "Kane' oukuo" Oovernaent t o proTids f o r 
ti.' ..er. rer lme la summarized as f o l l o w s : (Japan A d v e r t i s e r , Deceaber 
3 c , 1 9 ? 7 . ) 

•H"TKK'I!.'0,rvec«Bber " 0 . — The "ar.chukuo Government proaulpated 
today t". u-eevlrir . tr Law of tv . - a n c h u r l a Heavy I n d u s t r y « e v e l o p -
ae t .imp-rny, e f f e c t i v e - e c e n b e r 2 7 . 

"Under t v o a u p r r f l s i o r of the -anehukuo Government, the new 
company • i l l un<*ert..'<e to d e v e l o p \~.e h>.avy I n d u s t r i e s o f kanchukuo 
and a t tv.e »ane tlm p r r j o t - tho economic t i e s b e t r e e n t h e new S t a t e 
a i Japan . 

"Th? Ian e - m s i s t e of 31 a r t i c l e s , the s a l i e n t f e a t u r e of which 
i s t h a t the Government n i l ' g i v e high p r o t e c t i o n to the company's 
i n t e r e s t s and n - h t s , w h i l e thi> S t a t e ' s o n t r o l w i l l bs c o n s l d s r a b l y 
enha. c c d . 

"Scop* ?ut l ln"d 
" 0 1 s t of tr.<- law f o l o*s : 
" 1 , The xar.chuiiuo Heavy Industry &svelopme: t Company w i l l I n v e s t 

a. s t e e l mar. f u c t u r l n r , l l r r . t r .etal . . i n d u s t r i e s , B l n l n g , a o t o r c a r and 
a l r r r a f t manufacturing ai.d coa l a ' n £ g , and w i l l manage t h a s s branches 
of I n d u s t r y , - t a l s j w i l l cc- ..mpor.ered to I n v e s t in g o l d , z i n c , 
lead OMI *io er a i r . l n r . 

• 2 - The company a l l -j'e renu lred to e s t a b l i s h I t s aalr. o f f i c e 
In ( - s i n k i n g . 

" 3 . Tre e apai .y ' s board of d i r e c t o r s w i l l bs compose' of a 
prsbldei t , two v i c e - p r o s i j e r . t s , f i v e or more d l r e c 4 o r s and t h r e e or 
aore ins i t c t o r s , 'ric pr s i e n t and v l c s - r r s s l d s n t s w i l l remain In 
office f i v e ye^rt. -hey w i l l bs appo in ted by the Hslnklng Govsrnaent , 
w h i l e t h . d l r e c t r r s a: d l, e l e c t o r s w i l l be e l e c t e d . 
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• 4 . The coapany w i l l ba capital i sed at 'an •60,000,000. 
Whan neeoaaary the coapany aay obtain peraleelon froa the State 
• l n l s t e r concerned to lnereaaa l t a cap i ta l i sa t ion . 

"8. State control w i l l ba lnoraaaad along the following 
l i n e s : 

"a. The r ight to appoint and f ix the aelarlea and allow­
ances for the president and vice-presidents w i l l be rested in the 
Manehoukuo Govsrnaent. 

"b. The coapany la under obligation to subalt to ths 
He Inking Oovernaent a detai led report oa the easiness prograa for 
each f i s ca l year. 

"c. "lect ion of directors and inspectors, thalr dismissal , 
aodlf lcat lon of the a r t i c l e s of assoc iat ion, disposal of p r o f i t s , 
f lo ta t ion of bon-^s and other laportant aat t srs are to be carried out 
under special permission of ths State Minister concerned. 

*d. The -Hate Minister conosrned i s empowered to sssus aujr 
order considered necessary in connection with ths buslnsss menage* r,j 
aent of the coapany In ca.ee euoh Is deeaed naesssary with regard to 
l t a eupervlalon ar.i* control. 

Officers of s-oaoanr 

The of f icers of the new coapany w i l l be: 

Chalraan w.d President 
Directors 

Auditors 

Toahlsuke Alkawa 
K. Shlmokobe 
T. Shlaaaoto 
! . Tanaka 
X. Taaada 
Baron B. Ito 
K. Tearara 
0 . Asahara 
N. Odaira 
S. Ibukl 
C. Iwata 
T. Kataywaa 
K. Taaada 

\ I 

I 
•UP 
.1* 

ca.ee
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gonttolled by_ J»"*n Industries Ltd. 

C'lhon Sangyo K.K.) 

AS of March 50. 1937 

Japan Ir.-.uetrlot established in 1918 
Capital Stock Subsorlbsd 
nnount paid In 
Old Share* - Tan 50.00 eaoh f u l l y paid 
: *w Shares - Yen 37.90 paid In 
Total number of Shareholder* 
Chairman 0 Yoahlsuke Alkawa 

.T*n 283,000,000.00 
l»»,376.0O0.OO 

8,370,000 share* 
8,190,000 share* 

50,800 

I . Mining Industrie* 

-v. Nippon "iniftg Company (Controlling Interest Held by Japan 
Industrie* - 98<) 

established 1989 
Capital Stock Subscribed Tan 160,000,000.00 
..mount Paid In 130,790,000.00 y 
Old Share* - Yen 50.00 each fu l ly paid . . . 1,300*,COO shares 
Mew Share* - Tan 37.50 paid in 1,700,000 »har*e 
Nuaber of Shareholder* . . . . . . 6,630 
Nuaber of -:aploy*e* so.ooo 
Nippon Mining Coapany own* The Taiwan Mining Co., Nlaaan Stsaashlp 
and the : ichlnan Mining Co. II."n#aTy Induetrles 

A , Hitachi nglneerlng «ork» (Controlling Interest Held by Japan 
Industries - 35*) 

Sstabllahed 1920 
Capital 3tock Subscribed Yen 117,900,000.00 
..aount raid In 73,680,000.00 
Old Shares - Ysn 50.00 each gul ly paid 1,179,000 share* 
Kew Share* - Ten 12.50 paid an 1,179,000 shares 
Number of Shareholders . . . . . . 7,580 
Kuabsr of Jaployeea 30,000 
Hitachi jiglneerlr.g Vork* owns the Osaka Iron Work* k Shipbuilding 
Coapaniss with capital stock of Ten 18,000,000.00 fu l ly paid; and 
8 other subsidiaries Including Iron foundry industry, preolaion 
Instrument manufacturing, e t c . 
B. Hitachi l e c t r l c Power Coapany (Controlling Interest Held by 

Japan Industrie* - «3 i ) 
Jetabllshed 1927 
Capital Stock Subscribed Yen 10,000,000.00 
.dsount Paid In . . . . : 6,890,000.00 
Old Shares 0 yen 50.00 fu l ly paid 100,000 shares 
Nsw Share* - Ysn 12.90 paid in 100,000 snares 
Nuaber of Shareholders 861 
Nuaber of -aiployeee 190 
I I I . Automotive Manufacturing Industrie* 

C * . , 

/ 

n. •*• next page 
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I I I . au tomot ive manufacturing I i . d u e t r i s s 
. . Nlaaa: »utomotl»e " a n u f a c t u r l n g Company ( C o n t r o l l i n g I n t e r a a t 

E s t a b l i s h e d 1933 Held by J . I . - 100*) 
C a p i t a l s t o c k Subscr ibe* Yen 1 0 , 0 0 0 , 0 0 0 
~mour t Paid In 1 0 , 0 0 0 , 0 0 0 
I.'lssa. . u t o a o t l v e - a n u f a c t u r l .g Co. owns the •• leso: . .utomotlve 
S a l e s Co. w i t h ca~l t a l l z a t l o r . of *eri 5,0O>.,OC0. 

TV. Chemical I n d u s t r i e s 

. . . Jopa- Chemical Company - ( C o n t r o l l i n g I, t e r e s t Held by Japan 
I n d u s t r i e s - 100?;) 

" e t a b l l e h e d 1934 
C a p i t a l Stock Subscr ibed Yen 62,OCO,0OC 
amount Paid In 5 3 , 9 0 0 , 0 0 0 
"Id Share* - Yen 50.00 fully oald 430,000 shores 
Mew Shares - Yen 4 0 . 0 0 paid In 8 1 0 , 0 0 0 ehoree 
Number of Smploysss 2 0 , 0 0 0 
Japan Chemical Co, owns 12 chemical ownuf ac turlr.g companies . 

B. Japan C l l Company - (Cor , t ro l l ing I n t e r e s t n e l d by Japar I n d u s t r i e s 
- 60<> 

E s t a b l i s h e d 1921 
C a p i t a l Stock Subscr ibes Yen 1 7 , 5 0 0 , 0 0 0 
Amount Paid In 1 7 , 5 0 0 , 0 0 0 
Number of Shareho lders . . . £ , 3 6 7 
Number of Emoloyeee 2 ,000 
Japan Cl l Co, OWM 40 manufacturing companies In soybear , f i s h o i l 
i n d u s t r i e s , e t c * 

V. F l s h l r g I n d u s t r i e s 

A. Japan Flehl i .g i n d u s t r i e s , Ltd. ( C o n t r o l l i n g I n t s r e s t Held by 
Japan I n d u s t r i e s - 46<) 

S s t a b l l s h r d 1925 
Capi ta l Stock ".ubscrlbed Yen 9 1 , 5 0 0 , 0 0 0 
. • o u n t Paid Ir. 5 5 , 5 0 0 , 0 0 0 
Old Shares - Yen 50.CX f u l l y paid 840 ,000 shares 
New Shares - T-:r. i r . 5 0 paid in 960 ,000 shares 
Number of Shareho lders 3 3 , 4 5 0 
Number of employees 3 ,000 
Japan F l - h l r g I n d u s t r i e s owns 56 s u b s i d i a r i e s . 
3 . S»uth .American F i s h i n g I n d u s t r i e s , Ltd . ( C o n t r o l l i n g I n t e r e s t 

Held by Japan I n d u s t r i e s - 100<) 
E s t a b l i s h e d 19»Z 
C a p i t a l Stock Subscribed Tan 1 , 0 0 0 , 0 0 0 

C. Japan r i a h l n g I n d u s t r i e s <Ussarch I n s t i t u t e ( C o n t r o l l i n g i n t e r e s t 
*»eld by Japar. Induetry - 1C0<) 

F s t a b l l s h e d 1935 
C a p i t a l Stock Subscr ibed Yen 1 , 0 0 0 , 0 0 0 

V I . E l e c t r i c and - u e l c a l I n d u s t r i e s 

n . Nlpponophone C o . , Etd. (Co luab la ) - ( C o n t r o l l i n g I n t e r e s t Held by 
E s t a b l i s h e d 1910 Japan Induatr laa - 5»<) 
C a p i t a l Stock Subscr ibed ar.d f u l l y paid . . Yen 7 , 0 0 0 , 0 0 0 
Number of Employees . . . 1 ,700 
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VI 

B. Victor Talking Uachlr.e Co. of Japan, Ltd. (Controlling Intersat 
•eld by Japan Industries - 68?;) 

"stablished 1927 
Capital ntock Subscribed a i l fu l ly paid Yen 7,500,000 
Lumber of aployeee . . . 1,000 

VII. Plantation Industries 

.,. Japai Industries Hubber Estate Co. (Controlling Interest Held by . 
Japan Industries - 64<) 

:atabllsh»d 1934 
Capital Stock Subscribed and fu l ly paid Ten 6,000,000 
fcunbor of "hareholdere 1,183 
Nu ber of -mployses J,100 
VIII. Other Industries ar.d businesses 

... Daldo katch Company - (Controlling Ir tereet Held by Japan Industries 
— 91<) 

stabllehcd 19L7 
Capital . tock Subscribed a: d ful ly paid Yer. 4,000,000 
Dumber or -m-loytes 4,GiA/ 
"aldo S » t 4 So. at.i.s 7 subsidiaries 
B. Oodo "eal st^te Coup .ny - (rontrol'.lnc Interest Hold by Japan 

Industries - 100') 
Zstabllshe' 1915 
Capital _t:'rk Subscribed fen 5,000,000 
.Jtount . al I: 2,500,000 

C. oakhalli t -aaehli 'or, puny ("orctroll lng Interest Held by Japan 
Industries - 80<) 

tatabllshec1 l?13 
Capital 'to- ubscrlbed Yen 3,000,00) 

D. ChuD "lv l l ru'lnesrlnp Som-?any (Controlling Interest Held by 
Japan Industries - 10CK) 

"stibUsb^d 1^70 
Capital ,-toc* ubsc lbed Yen 1,000,000 

E. I inertal Lumber Company (Controlling Intersst held by Japan 
Industries - 100 ') 

Established 1933 
Capital otock Subscribed Yen 250,000 
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IV 

-UULTSIS OF ECONOMIC FACTORS ITIVOLVH) 

The announced Intention of the Nlhon Sangyo Kabushlkl Kalsha 
1* to invite foreign capital to participate In the development of 
"Manchukuo". Mr. Alkawa le said to be planning to visit the United 
States very shortly to obtain .jserlcan capital. He will probably ba 
accompanied by Mr. Jaaes «. Murray. Mr. Murray Is an .jserlcan cltl-
wen who came to Japan several years ago as Treasurer of the ' lppon-
ophone Company (Columbia Phonograph Company) In Kawasaki. When the 
company was purchased by the Mhon Sangyo Kabushlkl Kalsha In 1935! 
Mr. Murray was rstalnad by the new owners and has sines been acting 
In an advisory capacity to the Company on financial matters particu­
larly In Its dealing with American companies In the United "tates. 
Mr. Murray will therefore assist ^r. ^lkawa In completing any fin-
arclal arrangements which Mr. nlkawa decidss upon but will not engage 
In any of the promoting activities of Mr. <>lkawa. 

Mr. ..lkawa n^eds money or credit totalling several million 
dollars. He wi„-.t* It In the form of machine tools, factory equip­
ment, foundry and steel mill equipment, mining equipment, automo­
tive equipment, and materials. He waats also the latest engineering 
advice aid the assistance of njnerlcan engineers to dealgr. the 
plants, purchass and Install the equipment and get the new Indus­
tries In running order. 

He will pay well for what he buys but he warts all this on 
cr* It for at least three years and preferably for ten years, his 
pDonosltlon is to sxchar.ge shares or debentures of the subsidiary 
companies for the materials, eaulpment and engineering advice 
received. He does not want to issue deb. nturee or make loane which 
matrre In less than ten ye^rs. 

He will propose that all .onerlcar. dollar investments will 
be repr.sei te by shares or debentures In yen; that such yen values 
will be revalued whenever they are rt-purchaset* by the company so 
that the jserlcai Investor will get the same dollar refund, regard­
less of any possible yen depreciation, as his original dollar invest­
ment. 

The guarartee of sjlch an arrangement *111 be made by the 
"Manchoukuo" Government In the form of laws or regulations but not 
by treaties. 

Ko .^merlean or other foreign Investment will be permitted to 
own a controlling Interest In any of the subsldlarli s, and none of 
the forelrr Investment will be permitted In shares of the parent 
company. 

..mcrlcans rho may be aporoaehed by Vr. .lkawa should consider 
the matt r vefw carefully before committing themselves. Th follow-
In! facte are given as b-arii:r upon any plana he m iy cugpegt: 

1. The purpose of -r . lkawa's lnvlfcation to American 
capitalists Is to obtalr fundo or credit which ar- not readily 
available In Japan to carry out his plans In "Manchoukuo." *. state­
ment regarding Japan's capital r.isourc_ s, prepare.! by lee Consul 
Iva: B. White, Is end »ed herewith. The profit accruing ti Ameri­
can Investors Is only incidental to his venture. He would not seek 
.imerlcai capital If he could pet suffl lent capital In Japan. 

Z. The success of the venture In "Manchoukuo" dene: ds upon 
(a) thr economic "osslbl11 tees of Manc-oukuo," (hi the sconomlc 
situation l:i Japan Itself, (c' the suocess of Jdpa lr China 
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(d; the political sup ort of the Japanese ^ray, (e) the contin­
uation of heavy expei.til tures in Japan and "Uanchoukuo" for aunltlons 
and oth r war pur: os. s anil (f; Ur. .lkawa's ability* 

3. There is a great difference of opinion at to what the econoalc 
possibilities of "Uanchoukuo" arc. It le m agricultural country 
and the Japanese Government wishes to keep the market there for 
Japan's own Industries aid does not »leh to establish Industries 
that i-.ll! compet with Its own factories. It seems Inconsistent, 
ther-fore, to establish a new automotive Industry and a new aircraft 
Industry, as jinounc i by the Company, unless It Is being done 
purely for reasons of military def-. ce against Russia. The present 
annual «»tr.x automotive market lr, "U-jichoukuo" is only 2500 units. 
The ann'al consumption of aircraft for civil purposes is very little. 
The prl. clpal industrial possibilities, from an econoalc point 
of view, appear to be the production of lror. and coal as • source of?*" 
supply to Japanese Industries and for national defence. 

This office le not supplied with sufficient data* to report 
upon the economic nosslbllltles of "Uanehoukuo". This data should 
be available In th' Consulates in "Uanchoukuo." Thsre is doubt, 
however, as to *hethir the proposed development Is aore for econoalc 
reasons thar. for military defense. 

4. os the "Munrhoukuo" Government, which is a 50< owner of the 
new company »nd which Guarantees the profits and other benefits 
to Jnerlcan Investors, Is the Instrument of the Japanese Ooverneant, 
the tucceos or failure of the new company will depend largely upon 
th success or failure of prosent economic developments in Japan. 
Practically every jnerlcan or *ngllsh economist or business man with 
intimate knoi-le-Ve of the country agrees in predicting serious 
econoalc trouble tor the country within the next three years, whether 
Japan's mlllt-irv activities in China succeei or fall. «e sconoalc 
conditions in Japar becoae worse, Japan's ability to support "aan-
choukuo- decreases ai.d any guarantees as to profits, to exemption 
of oroflte froii taxation, to peralsslon to export profits and divi­
dends become affected. The auch advertised "Japan-Manehoukuo bloc' 
is only as yood as Japan can make It. 

5. Japan's success In China depends upon aana unknown and 
unpredictable factors. The present military activity is costing 
Japan a great amount of money and the desired economic expansion 
there will cost a t-rsat deal aore. T> e Japanese business aen are 
not believed to be too optimistic, but In any case it Is admitted 
that failure of their economic expansion in China would be ruinous 
to Japan after the great sacrifices they are now Baking. 

6. The Japanese adalt that the prosperity of the heavy indus­
tries of the country since 1932 is largely due to military expen­
ditures. This can easily be proved, an* no attsapt has been aade 
to deny It. It is admitted that such expenditures cannot be supported 
Indefinitely. It follow? that when the expenditures stop either 
by reason of exhaustion or otherwise, the heavy industries will , 
suffer a depression. *• the activities of the now coapany la 
••Uanchoukuo" will be largely in heavy industries and as soae of the 
leading activities of the Nlhon Jangyo Kabushlkl Kalsha in Japan 
proper, which are now taken over by the new coapany, are hoavy Indus­
tries, it Is hard to see how the Uanchoukuo Heavy Industry Dsvelop-
ment Company can fall to suffer when it loeee the support of ths 
war expenditures. 

7. .>• the Japanese "ray officials are so powerful politi­
cally and as their policies are subject to change without consider­
ation of other interests, it is always possible for thsa to aba; don 

i-.ll
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Mr. Alkawa and bla company Juat aa abruptly aa they dropped *r . 
Matsuoka and tba South Manchuria Railway. 

8 . Tba sneceaa of tba venture alao depende largely upon 
Mr. Alkawa'a a b i l i t y to aanua the huge lntereata be baa undertaken. 
Although be baa been auceaaaful to data, hla aucceaa has adalttedly 
bean due In large aeaeure ta condltlona OTer which he has no control . 
I t la one thing to expand successful ly In booa t inea. I t reaelne 
to be aean how he ean do In a depression. Soae, but not a l l , of hla 
venturee bare succeddesV Certainly bla aatoaotlve ventures are not 
a aucceaa and without «ray aupport would have been abandoned. 

9 . The Aaerlcan lnveetor oan buy Japanese Government bonde 
In Mew Tork, payable In U.S. dol lara, at auch a discount that they 
y i e ld hla 10<. The lnvestaent In the new ooapany has only a 
*)C guaranteed y i e l d . The poaalb l l l ty of gett ing aore than 6/. la purely 
epeoulat lve . 

10. The Aaerlcan lnveetor cannot buy any shares of the 
Manchoukou Heary Induetry Dev.;lopaent Coattony but only of the sub-
eldlary coapanlee. The parent ooapany could declare a substantial 
prof i t froa aoureaa not available to the Aaerlcan Investor and tba 
aubledlary Bight only declare a 6< dividend. 

11. Tba Aaerlcan Investor cannot control aore than 49JC of 
the atook of any subsidiary. If the aubaldlary, for exaaple, aade 
aatoaobllee, the naerlean Investor oould not keep the coapany froa 
exporting to aarkets In competition a l t b bla Aaarlcar. plant. *»e 
oould not be a decisive factor In any of the acta the dlrectora 
decided upon. Me could be "frozen out" at any t l a e . 

I t . The eeonoaic aet up to "Jhnohoukuo" la a t l l l a aonopoly, 
the only change being troa the South Manchuria Railway to the 
ftancboakuo Heavy Industry Dewelopaent Coapany. If the ao t lv l t l e s 
af any subsidiary In which an «aerlcan Bight Inveet should run counter 
te the purpose of the controll ing lntereata of the parent coapany, 
they would be curtailed even though I t adveraely affected the aubald­
l a r y . 

IS . AS Japan haa announced upon a nuaber of occasions that 
the terae of treat iea should not be binding upon her when the con­
d i t i ons exlatlng at the t lae the treat iea were aade have changed. 
I t le hard to be l ieve that leas foraal guarantees, aa rapresnted 
by the lasts of 'Manchoukuo* would be conaldere' aa binding her 
If eeonoaic conditions In Japan bacaae eo unfavorable ae to aake i t 
d i f f i c u l t to carry thea out. (7p to now the Japanese Ooverneant 
has newer defaulted on l t a bonde. I t would not do so unless the 
eeonoaic e l tuat lon beeaae hopeless. The s i tuation la becoalng 
•ore and aore ssr lous , however, and I t l e too soon to say that 
Japan w i l l never default . jaerlcan experience In Oeraany, I ta ly , 
Bueala, Spain and other countries and the experience of the foreign 
o i l coapanlae In "Manchoukuo" should be ooneldered In predicting 
p o a a l b l l l t l e e of xaerleat: participation In the new venture. 4 
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Secretary -if Statr, 

Vashinatoji. 

(WAY i 

Taingtao via H. R. 

Oatcd January 13 , 1936 

Rec'd 10:30 a.m. Jan. 1 4 t £ ^ 

r o - .'.{ DEPABTHEKT FRO D03M 

tex ping and Eaakow- plrnsc transmit to Military ' 

AtfcMhr. Ho. I f . January- 13', 5 p»«. 

Japanese amy troops ticglrailng to move west on •' 

*»llttaT« 'TSinstao a i r f i e l d being oleared of debris ar,.3 

•' rocks . Joan acres* the entrance to inner harbor par 

flca."'-'r an-" two fre ighters tr.d one nan Of war tricd'tip 

a<)o''-a t'As .'.vprrAnj, only artillery, seen *a>$ old.77 

;ul;.': -tcr ""ru,>p type, Crect amount of supplies being 

Japanese Consul Ocn.ral expects Japanese 

coar-.vxi.-;? »° >aturn »lthin.#. >:.pnbli. 

«'»""'C 

3osoas 

J 
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Mr. Hawklna: 

I • • returning the kl«te fcaaolre »nlch »m hundcrt to 

*r. f a l l e a dy tha lermen Aabaeaador on 'O to bar SI, 1037, 

and eent to you by Mr. Oayra for ooaaent on •naeabar 93. 

*•» h*w« coae, I Teal, to * r»-.har tajj.ort.nt point 

la our ooamereial ralNtlona »t th 1»ra»ny. :»ap two yeare 

have paaeed alnoa ;>armfcny ceaaert to enjoy •oit - favorad-

u>tlv»a trei.taent in •».!« oiontry; » /#«r ni! nine tt mtha 

ea» tha Janaane Bade their p^oDiaul for tn* reetoratlnn of 

th.it trao'aeat; a year und a half ei-o tha lapiet t lon it 

eiunterwulllnr dtttlee awe. <naounoed; and a yaer rtaa 

elapaed alnoa trade ana raaimed on tha b ala jutl lned In 

tha "raaaury nwpartaent'a releaee of neoenber P3, 1030. 

since >»rB»B-*n«'rl»»n «>*pj«r«l»l reiatlcna f irat r»aoued 

a e'aae or adranoad deterioration o .naldereble t lae baa 

eltpoed away aftknut any nonetruotl»e atap havtna; been 

taken by trtle oountry to pl«oa thea an a oet 'er footing. 

•>ur1n<* thle ttaie, a-sr^'aer, we h»»» »t»i»n the Oeraan 

Ooyarnaant no ano^urai-aaiant whateTar to take each a atap. 

i« did no" ln»Ue or -a; ly U l i e earl ier prop>eale;. we 

have expraaaed. 'urealaea in aavaral oaoeelone In terae 

c r i t i c a l 

tajj.ort.nt
th.it
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o r l t l o a l of I t s onsavtrelal po l ler ; »nd l a the aeaorandus) 
handed to the Oarvan Aabneeador In J u l / to which the 
present .era* n Aloe aeeralre la a reply we of fared the 
Jersnn Jovernaent no incentive to respond even In terae 
oordlal to our oeaaerolal po l l er , ""oh leas with a eoaorete 

und constructive propoeal. 

in theee c lrd»s*<nces I t saene to uo timt siToslderebla 

laportauce la to or attached to the conc i l ia ' t ry language 

la whloh the W * « n Aide tteaolre la written and to the 

constructive navura of I t s feneral tone. I w^uld l l*e to 

e a l l your Attention particularly to the fol lo-lna; 

passages: 

"The .iitriMn Ooernaent shares the opinion 
expressed In '.ha Aide Wcnolre of the .wpartaent 
of l t « ta at July SI of thta year that the acet 
ffT-iret! nation tr#«ta*nt la tha a**t and aafeet 
foundation of International trade. The Jenean 
Oovernaent hae advoeeted and adhered to this -
opinion for d«CHdea. "he application of the 
principle of aoat fu i red rut .Ion tr>>ataent, how­
ever, flade l ta l imitation In the neeeeelty of 
eeir-"rea«rv» t lon of the nation. If leranny 
to-day. In her International trade praotloe, 
does not put thla prlnolple Into e f fec t f u l l y 
I t l e not b*or<ue* she deetree to replace It by 
a bet ter , eo-OAlled 'bllatara.1 ayatea'; It la 
oeo'iuee the ieraan Oovemaant aealnat i t s dealre, 
has bean ooejjalled to tsKe rco area to t»«rn»noy 
•eaauree the drawbacks of whloh It f u l l y r e a l i s e s 
and 'ha detrlaental e f fect* of *hleh have re-

• ^»dly and cl»»-rty been j vtntwd out by 
flelohsbanKprseldent 3P. Icnnchr, the author of 
the so-cal led 'Kew P l a n ' . . . 

" . . .T i e ernan Jovernaent Is ent ire ly w l l l -
lnr to adjust Its trade pnltey 10 the principle 
it free etch- ni-a of .r-ods as s>an us The acces­
sory ore-r* m l a l t a s huve been eeteallshad In the 
other parta of tha world, naaely, wT.bln the 
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f t a l d of general ourrenoy s t a b i l i s a t i o n , so lu­
t ion of the das*, problaa, and enual aoeeae to 
raw an-. «r 1« 1». fli* ,>r»-requisites oannot be 
produoad by Oarawnjr In h«r praaant f inancial and 
so- ooalo s i tua t ion . They auat bo brought about 
by those Itates that heee dlaturbad th» - n u l l l -
urlua within tha othar apharaa. 

*.. .Th« ,Jera«n 'Vivsrnaent r*<rets thi>".-the 
Unl*ed. Itates up to now haa not aaan lta way to 
so-iroerats In finding an lntarla aolutlon vhloh 
» jld nays furnlahad «. ( i M U a t i lodtriiiutlon to 
vita raal lxat lon of l ta rsDsatsdly-dsolsrsd laten-
t lon of Increasing lnt«rn«*loa»l exohnn-re of 
<o.>aa. 

' . . . ijerauny la ready and e l l lira* to «oo->rd 
'.J tua United itatae tha eoiee favorable treataaat 
aa It does to any othar onuntry. . . 

*•.*!»« <«."r»»n 3oT«r:-.»ei.t »nls.. :at <»<, reined 
far-reeohln* aaknowled<tea«nt of the prlnelplee of 
Aaorloan trede polloy, 'i»s repeatedly en<le«v>red 
to pluoe the trad* relr* lone ja*»ean J*:«*ny and 
tha Unltad Jtatea upon a new foundation ^uarantaaliuc 
tha axtanalon of their autual exohnnire of roods . . . 

*. . .Tha leraan Oovemaaat as l l svss to ba In 
• coord with tha 1->vern*Mnr «f tha Jntttd itatae 
thai a Just in-ienoe dt Ui» eo-inoalc ln.-re.ite of 
leracny and tha United I t a t N .in tha aarknta of 
third countries auat ba oiuatad nana* those factors 
aatak o*n sa&re lat<<ri<etlon«l « c u n i « Jeveljpaent 
•ad tha eats Oilshaeat of universal paasa, and that 
tn l s balance *111 ba ec/ilevsd If '.ha aoonoalo 
competition of tn« tec paoplaa la guided by falraaas 
and autual r e a p e d . " 
Jhan ;as Oaraaa -ajwassdir presented tnla tide aaaolra 

to tha AotlttT )*eret*ry on ^atobtr 31, hs asked tfr. aa l l s s 

If hs vt>uld study I t *Uh ayapetbetlo consideration aad 

If hs •« H4 l ikewise pl«*f» asks <u> aff >rt to read not only 

tha l i n e s bat betasea tha l i n e s i s v e i l * . Title lee I r e . that 

as should rand 'beteeen the l i n e s ' , »«a expressed In these 

saaa 

ln.-re.ite
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MM ««r t i on another aooaalon by the Klrat *>•« 

th* :Kiwn •iabaa-y wlw, I un-«raVand, ««* p*an 

with tha Anbaeaador, for .Inaftlng the Aide : » B » 1 

* lre t Seoratary In till* oonverertlon aleo stated 

u«»nj la In a Malil<.in M » tg ,;o oonelderably 

ui» t I t can offer to aak* -.oaaiula an und*r»t 

Iht 'lnit»d s t a t u t.Jwn i t M I In the spring of V 

The tseaorandun of r, »« l l ee ' conversation i l l 

>leekhoff oontlnu**, "•ftar.the above oa**a#e, aa folia 

* . . . . « • said t- i l i ocaorandun va* the rwault of 
own oonvarantlona with Ma lovernaent In Darlln 
ha m recently ther* end w « due to hi* effort* 
try to nreoera tha ground for a uora favorable 
un< eretandUig by UM > r » m lovamwint of tha ool 
of tha United t«t<-« with regard to a sore Ubar 
trad* tandanoy. ?he Aabaeaader aald that h* 
nerhaoe thl* oe wraAdua would urenaw tha way | 
further exohan^a of view* between the two Oover 
which he hooed would be constructive and lead to 
•or* norar-1 trade r»l#tlonahio between toraany 
the re s t of the world. • 

I t te true, of cour«e, ttwt the Aid* ueaolre, 

polnte out, contain* a certain amount of tha old a-

t lon a t t e s t i n g to Just i fy leraany's ireeent pol ic ies 

:oe* not of fer c s e o l f l o a l l y and In de ta i l any 'new 

t lv» baele for rearraJVtlnc •Mraaa-Aaerlvan trad* rel 

Th* nutaerou* <aaea*e* auoted above, however, ettj 

another aspect and aaXe I t oaoeble of another oonatruet) 

I t* »hol* tone, th* reference* to an lntarla aolutlon, 

Hitbaaaador'* *tat«a*nt* surely -i-ovlda «roun<** for th* 
; 

that th* tf*r* 

of Oeraany'a 

lovernaent'a at t i tude toward the broad 

eaarolal re lat ion* with th* Onlted states 

hav* 
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have undarajona an aa»reolable ohenw and that that iovernaeat 

•ay now be ready to aake an af fort , oonalderably ^raater than 

It aada In the «r>rlnK ot V-»36, to re-oh nn »«r- *»ant » l th ua. 

-A, I t aoneara, r»oo*7ilree tnl* aeneot of th» Aide oaolre la 

«uty(a«tlnR, »» '>na of three ->o«»lbl« oouren of notion now 

open to ua, that we aiftht 'nut aside a l l nrffuaont and atteapt 

to. foramlata a nrenoeal etatlna, the tame on whloh wa alght 

raatera oeraany'* aoet-feworvd-aAtlon T l v l l e g a e " . 

ihether or not « • m t a l e fajr, i t would eertala ly eeea 

to ba not tha beet n o l l e / far ua t o devote a l l our attent ion 

to tha unfavorable aatwat of the Aide .'Jeaelre, to ignore I t* 

favorable aapeet, and to ba lnfluonoed by ao doing Into Riving 

an un«yapathetlo r a l l y Milan would eon«titute a rebuff to aueh 

overturaa aa the Oeraan 'Vevemieent nay ba Baking l a I t . 

Tha anlnttnanee of an una/anatnetlo attltuda by t a l e 

Oovemaent la not to tha dlaartvantaite of leraaay alone: I t 

haa unfortunate aoAaeouanoot a lee for ua. Three e f lauedlate 

• liQilfloanaa aey ba aentloned f l r e t i 

a) Of naraaount lanortanoe l a the reaetlon that fa i lure 

on our oar t . to reapoad to leraaa overture* haa man the 

Doaltlon of the aodarataa In wvemwant and bualnaaa In 

Oeraany who are Making to reatmla'tfce party •x trenie te . 

Tha old oeraaa. o i v l l aarvioe la a U l l l a i*e ly lntaot and, 

while l a aany a l n i e t r l e * It haa bean d i i u u d by tha 

i n f i l t r a t i o n at Party naabere, i t a Influence under tha * 

•urfaoe, eaowelally in the Foreign of f l ea where a a t a t i a i 

^ a » 

O—49 7 
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of Fertjr aaa ha** gained eatrajMo, t o considerable. 7hlo 

Influence, no 1* wall known, has Dean exeroleed to teaper th* 

p o l i c i e s of tho Party, and ha* »*•& a oonetant wloaont oaki 

f o r aodaratlon and re s t ra in t . A continue* nogatl** att i tude 

on our part toward* oamnajr and oenaan oYorturaa nlajr* direot i 

Into tho hand* of th* >rty e x t r e a l s t e , and oorrespofxJlnevljr 

weaken* th* pos i t ion of tho nan In tha vartona'alnlatrloa 

alitht Itka to a*a iJaruany'a ooanerolal nolloleacatpod aoro 

haraonjr with our*, and who eould advocate our rtotnt of rt*w 

In aer l ln , aoro e f f e c t i v e l y than wo dan, i f tha* wore provided 

with aon* baaie unon whloh to 49 I t . I t night bo in oar lnter-

*at , on o m oooaelon at l aar t , t o s i r * than eoaethln* t o so on; 

•one • •Munit ion* t o uaa against tha arty son; eoae halp l a 

tho struaxl* l a ohloh tha* faon anon ftreat odd* —' and aeo 

what they oan aaka of I t . 

b) Tho reaction of our oontinued uneynpathetio att l tuda 

upon tha ftaraaa aovarnaont, and nana* U-WJB our roaninlnf, 

trad* with Oeraanjr, 1* to b* considered, f* and* no reply 

t o tha Soman nroooeala of ttarab, 1*34, believing, noao to 

ha nooeaaary. Mautt* our s l l c n o e , tha ( tanas Aovernaent 

haa taken advantage of tha oooaalon •iroTidad by tha exchange 

«f Tlawa botaw a tho two toyvarnaanta on th* H a l t e d queetlon 

of our oonveraatlona of l a s t n — i r with representative* 

of tho w a t l l U * Oover—unt to rata* attain tha quaatlon of 

general /ooaaeralal re lat ion* bat we en ctoraany and tha United 

• U t e a . fh le aoro ooaaa at a Una whan tha »our-Taar Plan 

la ante ring I t * eooond year, i f our doolalon no* la to 
Rlwa 
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t l r e a reply of negative n-.'urt to tha Oersian Ude tfaaolra, 

wa Mjr e n a c t thtt tha i>en»*n Government »111 wait a 

eonelderable t l e e before It rraaente ua alth a a la l l ar 

opportunity Of exaatnlng »h»t i t any have to offer , 

without oureelvee taUng tha i n i t i a t i v e , rurlne; thla t lae 

th* Four-Tear Plan »»•» be counted upon to develop with a 

alnlaua or retard to our foraerty vary (T»it lntereet In 

th* Oeraan u r o t . 

• ) Th* aITartana• batveen our preeent aathod of oerrjr-

lag on trade with Oereeny and our oroolalned ooamerol*! 

pa l loy , »n* tha unfortunate raaotlona of thla a t tu i t i on , 

alao b»er aentlon. U praaant a l»nre P"r* ot tha trada 

beteeen tha United Stat** and Oeraeny la bain; ••rrlad on 

on th* baat* of th* four proeeduree l iatad In th* 

traaaury 0*v«rt»*nt'a preee re leeee of peoe-ber ?S, 1090, 

and In part icular upon tha b«*l» of procedure nuaber t. TA* 

• f foot of thla prooedur* h*« been to oraate 'Inland* 

aoeounte in Oerwen bank* analogous In a l l eenentlal ree-

peot* to w n , end to aeke poaetble * auhatantlal voluae of 

trada of • kind etileh th* United Stat** hold* to b* 

contrary to tha requlreaent* of th* aoat-favored-nation 

prlnotple and ahloh I t haa endeivored to nereuede Uratll 

to ourta l l . tn Oeraan ayaa, and poaalbly alao lp other 

foreign quertera, thla s i tuat ion la daaeglnft to th* 

praatlfa of Merlean ooemerolel po l l ey , In that I t g ive* 

that pol ley e t«o-f*e*d *pp**r*no*. Jtereover, thla 

aathod 
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aathod of oarrrln*- on t n i t l i ao obwleualy dlffarant 

fro* what I t pratand* to ba that I t ennnot bat h*wa aaat 

a ahadow of dlaoradlt upoa our eonnarot'l rollajr in tha 

ajraa of thoaa ranl l lar with' I t at hoa*. In tha abaaho* of 

an a.rattant plaoln* trad* bat«aan tha too oountrlaa on a 

na* b**la, ahleh « l l l not ba achlavad »o Xonr • • • • 

aalntaln our praaant attltwda. I t la 11 m o u l t to a*w any 

raaady to thla a l tuat ioa . 

f o l i a r * to find a aatlafnotory baata fotCour tr«da with 

Oaraany wi l l alao hawa unfortunata u l t lna t* aoaaanuaneaa 

for ua. Two aajr ba dlaearnad In rart leulari 

a) Inoraaaad aoonoala rracaur* oa Oaraany aa oar trada-

«4traa«*nta proaraw dawalera (•• art loularly «tvan tha oon-

••aalona to ba prantad to Ctaahoalowakl* and tha Unltad 

Xliwrdoa aro wlthhald froa Oaraany) wi l l »t pang than Oaraany'a 

raallnc of wMlrelaaant and will- ictwa thla fa*lln« aor* 

baela In Yaat. ona or tha aoat lnr-ortant obj*otlvaa of oar 

prorraa l a to rallawo await uraaauraa— not , *>• Ifar aa I t 

l l a a within war powar—to Inaraaa* thaa, 

b) Finally I t m a t ba raaoanlirad that tha aantlnaad 

dawalopawnt of autarahy In Oaraany . 1 U ; a**« » raturn to 

•ora l lbaral aoawarelal pa l le laa nora tan. aora d i f f i c u l t . 

In prawloua dtacuaalaaia of tha ouaatlon of ohathar thla 

Oowarnaant ahould aaak a baala for toat font of ooamarolal 

a*r**»*nt with Oaraany, wa hawa boon lnc l ln** , I t—\, to 

plana too aoah aarhaala upon tha poaalbla affa*ta of awaa 

an 
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nn *gr***ant upon Qoraany anx*. ton -j«n»r»l iutropaaa altua-

t i o n , and too l l t t l * upon to* actual g«lna afcloh *• night 

•ehl*r* for our trart* th»r*by. 1ta« nairnltuda of th* 

daolln* oMoh our tr»<?« •lta.O*r«»ny h«r »urf#r*d 1* an 

Indication of the t r t t a tht l l i at *ta»a. Hot a l l of th* 

l oa t trad*, of eouraa, oould ba von bao*; aona ;>«rt «*y 

b* paraanontljr «ona, *lth*r to na* doraatlc tnduatrl** In 

Oaraany or to otnar for*lgn aouroaa of «uroljr. *»it g l v m 

tha r***tabll*h*ant of a Jfamrabl* baala for trad* 

b*t**on tha tw» *ountrl«a, nuoh undoubtedly oould bo 

raoorarod. And to th* *it*nt that tha trada nfcloh ha* 

•ucplantad Anerloan fo*)« In tht laroan • • m a t la a hot-

houa* d*T*lop*)ent, I t amy ba «n>««t*d In turn to b* 

•upplantad by, and to dl* out b*foro, an expanding- rolua* 

of haalthy trod*. Th* following flamr**, takan fro* 

Oorawn a t a t l a t l o a , *r« atrlklng *vtd*no*.of tha nagnltud* 

• f our loa*. 

Oonaaa I n o o r f of All OwwriUUl 

(thouaenda or w ) 
1931-33 *». e . i w . o e s apr.oo* 11.90 
193* 4 , 1 5 0 , 0 9 B 940,679 6.78 
1934 4,217,948 E??,PPA 6.50 
l a t 0 no*. 1838 3,138,843 176,089 8.6 
l * t 8 aoa. 1937 3,070,699 800,900 6.1 

a*m>ft layort. *f Coitft 
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a»r«an I i p o r t a o f Cotton 

Total mm a .». 

(thouninda of WD 

1951-!J A*. 
103S 
1936 
l i t t M l . 1936 
l o t • MO. 1937 

."11, «M 
389,78? 
287,708 

108,908 

886,210 
71,133 
78,768 
41,<»«4 
88,648 

* fron U.S. 

78.68 
21,67 
26, P3 
36.8 
81.9 

°w»fl *mr\» n, M* ft—°4m«t 
ISSBI . to vv ?• 

(thouaanda of ItU) 

1931-33 AT. 
1936 
1936 
l o t 9 ana. 1936 
l o t 9 aoa. 1937 

8,736,393 
4,?69,6«7 
4,798,948 
3,467,664 
4,881,981 

338,816 
169,688 
178,001 
128,976 
161,100 

,<To,y, », 

8.08 
3.97 
3.60 
3.7 
3.8 

I n tho faoo of ouoh a atuvandoua loaa of trado, aay 

wo not, oavtnf tho authority aonfarrod by tho Trado Agra a 

Aot at our dlapoaal and aalan antmatad atth tha raaponal-

b l l l t y of '»alng that authority, bo avoiding our duty aad 

f a l l i n g In our truat -non wo not only i o not n k « to 

aaraany r>ropoa»l« of owr Own, out daollno owon to Inraat 

f_ta and aneouraga Oarsany'a orarturaa to uot 

Thaaa eonaldoratlon* laad no to tho vlow that what lo 

o laarly not wantad at tha rraaant Junotura la a ooatlnuanoa 

of rhotorloal arguaant batwaan tha two gowarnaanta aa 

which la tha aora dorotod to tha aoat-favorOoVnatlon 

pr lnala lo or whloh dlaorlalnataa againat tha othar oountry'a 

trado. 
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trad*. Vhat 1* needed now i» a def ln l t* i»eol*lon on tha 

part of thte 3oT«rna»nt whether I t pre fem. In via* of 

tha aany attendant d l f f l ou t t t** and unoartalntle*. to 

a l i o * trad* between tha two oountrla* to eontlnua In I t* 

pr***nt *tat« and probnaly to deollne i t m further, or 

whether I t l« wi l l ing to explore. In Informal Interchange* ! 

with tha Oaraan Government, tha poee lb l l l t y of reaching 

•ova a,Tee*»ent that would bring laprov*a*nt. 

An *#r*eaent «lth Qerwaitr, •akin* ponolol* l»r*e 

lnoreaoea In export* part icularly of a nuwoer of i tapla 

errlowltural product*, «ould not D* d i r i l e u l t to foraulate 

and alght prove considerably eaeler to negotiate than w* 

hav* any Idea of. 

I t l e adalttwdly out of the enaction that an/ agrooacnt 

eould be devleed that would provide tr»rle»n trad* at one* 

with f u l l equality of tr»«,taeat In the leraa* eartet . Th* 

gap between th* tre«tw*nt Aaarletn trade no* enjoy* and the 

alniaaa ahlah th l* Oovarna*nt aould oonalder fu l l equality 

of troataent 1* too great to be srld«red at one Juap. In 

the** olrouaetanoee the United State* l e confronted with 

the eholoe of regaining equality of tr»rtoe«t and of 

r*at*rlng I t* loat trad* In two (or threa) «t*gw*t which 

l a p l l e * eooeptlng 1*** than m i l (quality In th* f l r* t or 

•Inter la* ataga, or of aontlnulag to aalntaln th* , 

powltlen that t t awwt haw* "all or nothing' and la feat 

ga t nothing. 

Ah 
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*n Inter la a./rea-v»nt should of oouraa oontaln f u l l 

•eeuranoae that tha eonriarolal relat ione between tha taa 

eountrtaa «re to oe uoYerned In prlnolpla by tha rula of 

•qual i ty of treatment e-pliad to a l l forae of nontrol of 

trade awl of peyaenta therefor, while Tha tra«.taant of 

Aaerleen trade by 0»ra«ny for wnloh I t t r n l i l M in faot 

ehould rerreeent a eubetanttel arproaoh to enual treat ­

ment In thle unreetrloted aanae »nd hanea oonetltute a 

eubetantlal larroaaaiant o»er i raaant tr»ef»e»t. 

In aery brief out Una «ueh an aaraaiant ittrht ba 

en» leafed a a followe: 

Tha agraeaant would ba ooneluded under tha authority 

of tha Trade kpreeaenta *et and would coaprlee two 

eahadulee and general proalalona aaosrdlng to tha uaual 

pattarn of thla oountry'a trada eareeaenta. 

iehedule I would contain • H a t of duty eonoaaatona 

and a aeoond H a t , probably lonper than tha f l ra t , of 

produete on anion tlerneny would a<rraa to laaua lur.ort 

perette up to a e teo i f lo aaount for aaoh. ;cheflule XI 

would aontaln duty oonoeeelone granted >>y tha 'nltad 

Stataa to Oarawny.* 

In tha penaral pro»lalone tha intted Jtetee and 

Oaraany would guarantee to aaoh other unconditional 

aoet-

"» atudy aade ao-a» nonlha aco on th» baele of 19 $4 flfurea 
ahowed liarawny to be tha f lrat a u ^ l t e r of TOO Iteaie, and 
tha f l r a t , eeo^nd «n^ third au^r-llar of 1,»:«6. f tha 709 
l t e a a , 854 ware dutiable , hf>6 at rataa oaar *B reraent 
ad velorea. 
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aoat-raworad-natton tra>taant tn raapaot of ouatoaa dutlaa 

and ralatad Mttara . Tha u»u»l *r t le la in lonopollaa 

and tha raoantly-adopted provision on exohamre control , 

ae well aa tha atnor ar t lo l e* or our «t-i\<Urd rrovlalene, 

would a l i o ba Vncludad. 

»a refard. nu«ntlt«tl»e reetrlottona th« United Stataa 

would obtain fu l l equality of treataent on a »*et 

• a j o r l t y of tha produota of whloh It 1* normally a ••Jar 

eu p i l a r to Germany. On a eartaln l lat tad nuaoer or tha 

•era Important produota, however, tha ouotae al lottad to 

tha Unltad States In tha Mnterle* period would ra i l 

eonalderably abort of providing fu l l equality of traetaent 

on tha baala of tha representative period formula bat In 

aaoh aaaa thaw would rarraaant • large Inoreaae awar 

aeraany'a preeent larort* or tha roods In ouestlon froa 

tha Unltad s t a t e s . - ^ 

y>^\\ la reoogalted that tha f irat reaotlon of aeny e l l l 

ba that any eo—srolal eareeiaent with (leraany would bo 

bad deaaatlo p o l l t l a a In that eartaln irroupa would oppose 

I t b i t t e r l y whlla tha yenerel publlo would ahow for I t 

l l t t l a anthualaaa. Suoh an a*raaa»nt s ight ba expeeted 

for a parlod to eause tha Administration eabarrsasment.and to 

raf laat adversely upon tha trede-eareewente proyraa. Thla 

a l tuat lon a l f h t , howarar, ba ahort-l lved. Certainly,the 

beet 
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baet p o l i t l o a of a l l , at any t l a a , 1* tha ro l t t toa or 

proaparlty. An at-ramant with U»raa-y, tf at a l l 

ooarrahanalva, oould hold ;roa>t*a of «r»«tar fatna for 

I Marlaan axporta, »nd r«rt loularly *marlo»n agricultural 

• sporta , than an axra«">»nt with any other oountry. t f 

an agraaaant aara eonoludad fol lowtiv naxt autunn'a 

alaat lona, a y»nr and a half would a t l l l raaaln bafora 

tha aapiratVon of tha Trada Agraaaanta aot, and two 

yaara bafora tha praatdantlal alaatlona, In whiah l t e 

banaflalal affaata aould ba lnfluanelnf and aoftanlnf 

publlo opinion. 

In tha contribution whioh It would aalca toward* tha 

oauaa of paaoo • eoar»arol«l afra**e«t with Oaraany «oul« 

a a r l t , and night wall raoatwa, anieb approval toy tha 

Aaarlaan paopla. I t la trwa that tha aj'gaaant haa 

aaaatlaaa boon advanced that aaah an ajrreeaent would tand 

to lnoraaaa Oaraany'* acrreaelvanaaa, and aid har to 

•arry out har araaaent proaraa and ult imately to vara war. 

I f ttila 1* true, than tha baala rhUoeorhy of tha tr .de -

aaraaaanta procren la wrong, aould I t not be nore 

raaaonabla to axpaot that an a«raa«*nt batvaan Oernany and 

tha Unltad State* would ba a factor aaftng for peaaet 

I t would f a o l l l t a t a Oerwawy'a anauiattton of raw aatar la la; 

I t would a a a U t I t t axport lnduatrlaa: I t would ba a 
prowf 

tr.de-
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proef to tha 3#r«>»n raopla th*t the daaooratlo n«tlona arwwj 

not oppoted l o 1 « r i » n j l » walf.ra; ani It would rob tho &J? 

four-tear Plan'a drlTa toaard Ineraaaad autarchy of aoaa 

or I t * ralaon a'atra. 

Xt la reeoamandad that »a lnv*att»-»ta ah»t tha Oaraan 

Ooaarnaant »ajf h«»t to ottT, tnA If that 'Vvernaant aoaaa 

tnollnwd to a»*a a alncaro affort to aaat our point of 

» lo» , that «o aor* out tha datal la of an lntarla afraaaent 

(parhapa alone tha llnaa augjeaatad mora) with tha thought 

In a lM of aoklng publlo announoammt of our lntantlon to 

nayotlata aftar naxt tutuin' t alaetlona. 

*a a f lrat atap In thla -Uraotlon I bellawa that a* 

ahou!4 aalta a raply to tha -araan Oo»arnaant'• Alda Kaaolra 

In frlandly taraa. «a ahould aaold In It any foraal 

raatataaant of our eoawaralal pol le laa and prlnolplaa, 

wMah tha Oaraan Ooaarnaant haa already been lnatruoted 

In ad nauaaaa. wt ahould alao avoid Raking It a refutation 

of atataaanta In tha aide Ueaolre, or a further arfuaen-

tat lon of our rl»wa and poalt lon. If «a ara aver to •end 

our ooaaerolal ralattona with tJeraany, we auet adopt • 

soro ayapethetla att ltuda than that. *a aro playing a 

par* that la unduly eeeare If we wait for #11 of'tha 

l n l t l a t l T a to o* aurpliad by tha party ehleh 1* In tha 

weaker attuatlon and for a l l oonatruotlvo iu*;*eetlone to. 

ooao 
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•on* rro« tha on* l*aat in a povltion to *«*• th*«. 

lnataod, *« thould r«f*r to tb» eonoli latory raaaagao g 

In tha Aid* "••oira and i - r t lou lar ly to tha <Jar«an 

Oovariuaant'a rafarano* to tha e o a a l b l l l t y of an ' l n t a r l a 

aolut lon*, and ahould atata a l a r l j , that a* raarat tha 

rraaant atata of tha ooawarolal ralatlona bataaan tha 

tao oountrlaa, that a* ara not unarming t o e?'op*i**ta> with; 
Hi 

Oar»any In ••axing an lntarla aolutlon and that . If tha 

Oartwn Oovernaant ahould o»i-a to rana* Ita auayeatlona 

or 1936, with oartatn awdtflootton*, »•' would jjl»*' thaa 

• / • ra that to Oonaldaratlon. 

A *u«r*atad rar l j to tha u*i%an Oovarnoant alone thoaa 

l lnaa ta attaaho* harato. 

II 

?AiDarllna:toni*>D 
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Jnnuwry % 1»38. 

•Or. *»JW»» 

X « • returning tha Oenewi alde-iMaolre 
which you went tie on jnoeeuber ^3 together 
» l t h a aeaorandon by ur. 3»rt in«ton. 

Tha - w l t l o n taken In th le aemnrant'ua 
ae«a» to Me en t i re ly eounij. Ther- la auoh 
to be aalfl for the r lea that a c mt'.nuad 
unayanathetlo a t t i tude on our » r t would 
tend to weaken further tha r»«ltlon of tha 
•or* anderatr rl« aer.ta In tha toman ijuruau-
oraoy. Vor.or»r, atian >ur ooneeealona to 
ba and* to tha :talv<-d RlnjtiiM «nd Cnnadn 
aro withheld f roa >en»any, eoononlo uraa-ure 
on Qaraany wi l l ba Lnoreaaed and tiir drlva 
townrde autarchy -111 ha *l»en ttrnatar 
lanatue, r»eu\t» diajeatrloally a>p»e«d to 
what *e are atr lvlng to aohleT* liiniti^i 
tha tmde-agraeaonta ->ro«r««. 

I t l a not tha ln'.nntlon of oourae 
thnt any nubile ateoe ha tnkea to eonolude 
a trade affraraent with 'taraany ir l . ir to tha 
• lpo i lon* In tha f«11 of tnla year. 'o»-
erer the nerl<»d oetwaan now aw' rjirn ;1 -jit 
v e i l ba u t i l i z e d In carrying on Informal 
»nd confidential exploratory dlaouaalonw 
with a rlaa to working, oat uirmp* to the 
d i f f i c u l t queatlona lnrolwa.1. 
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Mr. 3erl lngton oolnt* out thru a 
trade ARpeaaent with Oanaany nold« greater 
p o a a l b l l l t l e e for an rxmunlon of oar »*» 
porta , o a i t l c u l a r l y of artrloultuml ijro-
duota, than an a*r*< iaant with any other 
country, and Umt suoh an n^rnement would 
nrofcably be on lunortant foroe oaklnfi for 
*orld neaoe. ""hoae TOlnti *««*» to » to 
he alao well tnken. 

I f B ia«»»ron*IUB InVloRtln* a r»ndl» 
neaa to enter '.nto exploratory iU*cu»alone 
were given to the *itaan "abneey I t would 
be dealrable to l n f o m then that nuoh dla-
ouealon? nu«t be of an lnfjnaal 'JwJ conf i ­
dent ia l oharaoter. 

s ine* the nubjeot la oi' auoh out-
«tending laportanoe, I beliewe I t would 
be dmlrable for I t to be further d l« -
ouaaed with the lntereated divis ion. I 
bellewe that you wi l l »l«h, therefore to 
•end the f i l e next to 2u, ainoe I t ha* 
not yet been seen by that ) l» la lon, and 
then back, bo "K for consideration of our 
oonment. 

:iarry C. HawXVna. 

TA:HH»JS3 



m 
SOVIET ESPIONAGE WITHIN THE U. S. GOVERNMENT 9 7 

KXHIHIT 8ft 

MMMaHWa 

The United States Qoveraaent nae aeroted oarSful 

atudy to. the Aid* Heaolre l o f t by tba 3arman Aabaaaador 

• l t a tbo Aotlng Seoretary of State on October 31, 19S7. 

Vb.Ha I t oannot eubeorlbe to a nuaber of the content lona 

advaaoed by tbo German Oovernaant throughout the Alda 

Haaolra, It haa noted with aatlafaotlon the Oeraan 

Government's wll l lngneee, given oartaln oondltlone, 

' t o adjust l t a trade polloy to the principle of the free 

ozobnage of goods' and l ta aeeurenoe that *lt la ready 

t o accord to too United States the •*•=> favorable treataent 

that I t doea to aay other country*. 

la part icular , the United Statea Oovernaent haa 

noted » l th deep gra t i f i ca t ion the oeraan Qoveraaent'a 

reneaod affirmation of I t s be l ie f In, and adnerenoe to , 

the unoondltlonal aost-faTOrod-natlon principle. As 

the Oeraan Government knows, the Unltad Statea la 

ooaTlnoed 

Vb.Ha
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2 0 mm 
oonrlnoad that the lntereeta of world trad*, and nenoe of 

the world'e ooaaarolal natlona, ara beet served Dy the 

appl icat ion of the prlnolpla of (qual i ty of opportunity 

and treataaat not only to tar i f f ratoa, but also to a l l 

other asasuraa tbat aay b« adoptad to oontrol trad* or 

payaanta tbarsfor. 

The Unltad Stataa aevernaaat keenly regrets tbat , 

although alaoat two and a half yaara have paaaad alnoa tba 

auepeneion of tba aoet-favored-natlon oroylelona of tba 

Traaty of rrlandablp, Oosaaroa and Consular Rlghte, i t 

baa not yat bean possible to raaatabllsb oowaarolal 

ralatlona batvaan tba two oountrlaa upon tbla bas i s . In 

l t a Aide Ueaolre tba Oeraan Oovernaeat lntlaataa tbat an 

lntar ia solution Bight ba found anion alght furnlah a 

p iaot loa l contribution to the rea l i sa t ion of tba daalra 

of botb oountrlaa to laoraaae t.ielr exohanga of good*. 

Tba Unltad Stataa aotas tbat tba oeraan Jovernsjent a t l l l 

oonsiders the su^,estions aaaa informally by i t in Maron 

and May, 1S3S, aa a basis for the negotiation of an 

agreement of thla nature. 



SOVIET ESPIONAGE WITHIN THE U. S. GOVERNMENT 9 9 

KXHIBIT 87 

The United State* la not unaware of the eoonoalo 

o.\\ 
and flnanalal d i f f i c u l t y * with whloh Oermeny la 

oonfronted. Without coa-tentlng upon tha Qeraan Oovernaant'e 

analyele of tha origin of thaaa d l f f l o u l t l a a , It raooffnltaa 

tha l imitat ion* whloh they pre«ently lipoa* upon Oeraany'a 

poaa lb l l l t l aa of aotlon. In view of thaaa olrouaetano** 

tha United Statee Oovernaent la ready to oooperate with 

tha Oeraan Oovernaent In eeeklng aoaa temporary, or 

l n t e r l a , aolutlon to thalr ooanon problaa, whloh would 

regular l ie Oeraan-Aaerloan ooamerolal relatione pending 

thalr ree*tabll*h»ent upon • fu l l aoet-favored-nation 

baala and at tha aaaa tlaa f a c i l i t a t e and haatan tha 
attalnaant of that and. Any plan deelgned to provide 

f 
auoh a aolutlon, In order to be aoreptable to thla 

Oovernaent, auat be baaad upon an agreement that tha 

ooanarolal relat ione between Oeraany and the United Stetee 

are to b* governed In prlnolple by the rule of equality 

of treatment, applied to a l l form* of oontrol of ooarcero* 

and of ourrant eoanerel*l payaente, end niuet orovlde that 

the treetaent to be aooordad In faot to Anerloan trade by 
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Oaraany during ttoa lntarla parlod ihall rapraaant • 

aubatantlal approach to aqual tr»^tm«nt In thla. 

unraatrlotad aanaa and h*not oonatltuta a aubatantlal 

laprovaaaat o»»r praacnt tr«taant. Tha auggaatlona 

of farad by tha Qaraan Oorernaant In March and Hay, 193d, 

whlla thay nay ba oonatruad aa raapondlnf In ganaral 

tarsa to tha rirat of thaaa condition*, fall ahort by a 

oonaldarabla aarjln of aatlafylng tha aaoond. 

If tha Ocraan Oo»«rn»ant ahould o»ra to. ranav Ita 

auggaatlona, aodlflad In tha aanaa outllnad abora, thla 

Oovaraaant »ould ba plaaaad to aeeord thaa ayapathatle 

eonaldaratlon. 

Dapartaant of Stata, 

*aahlng-ton, 

TAlDarUnftontWD 
18-31-3? 
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core 

th i s telegram 
ly paraphrased 
corsnunieated 
A) 

Hankow 

Bated January 11 , 1938 

Reo'd Bi20 p.m., 12th 

Scorttrry of S ta te , 

Washington. 

24, January 11, 3 p.m. (GRAY) 

fol lowing for War Department from Colonel S t i l lw« l l» 

AY) "Since the oapturc of Hanking the trait 

ai?ay, f ight ing has pract ical ly erased except 

;pu l i n e , and Hie mil i tary chiefs have been at 

a l o s s for a plan of aot lon. The Chinese r e a l i z e that 

they cannot oontpete In a stand up f ight . The Japanese 

real lxc t i^t they are Extended dangerously and they can 

sec an apparent target to strike at that w i l l give thra 

a dea l s ion . Both s ides are in a quandary, the Japanese 

hoping the Chinese w i l l ask for peace, the Chinese hoping 

.xntlon by a ttoird power but determined not to 

qu i t . 

A") On the Chinese s ide only the Reds have a 

.te plan, the esscnae of which i s the adoption of 

arfare on a wide scale aid the Hobllizatlon of 

the masses. This prograa has a strong appeal and has 

alar backing. (EKD 3IWC) The Kvottlntaiig 

leaders Save been forced to take notioe, since they oan 

suggest 
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suggest nothing toctter, but tt«y ape not pushing -

prograa in, a wholehearted »a;-, be«r.u3t i t s sue 

Man the passing of power to -the aeds. Ana -

•upport by the Government has therefore been ertrr 

aeager tr, Sate, (Oiwaf) Prrsent indications i re I 

th is pol icy n i l l be adopted and thr. t tMisrtr v/111 be 

further serious effort to oppose tiie Japanese w 

a r ' 7 . e qurat'on i s , crii , t suooeed? Guerilla rarfar. 

mcc.r.s fc* conclude action By auall unitir scattered ovrr 

wide rxrTr.B, Control 5« ertrruely d i f f i c u l t ^nd without 

aor.e i^oi-rl force which urges on thc . ind iv l ;crte4 

unl ike ly . T55.S neu force has else-/herr been 

supplied by relialbtta frrvbr or p&trtotic 

the re l ig ious element i s ir.o '.Ang and pc.tr: 

as vet largely undeveloped, though ^i-owing atcadll-. . 

t e hoj«< r.r. arouse t** s p i r i t of ne If-oner:) 

oho hat? >em treated a&a bctty by the ir o«n troop: 

they 1-s.yr. by thr enesiy, (EF> .--"AX) Uaicvcr, the -

have been swept in to nasa aoti'-n by propaganda in t>x 

past had the Rrdfl olcim tht.t tlieir plan wi l l d o ' i t m 

(OitAY) 2o supply t h i s patr io t io urge t o s e l f - a a o r i 

which i s e s sent ia l for success they arc depending o 

student type of ag i ta t ion to arouse the people . In 

:rc Chinese troops have ccns l t ted exceoees 

rrsul ts 

pc.tr
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- 3 - ;.24, January 1 1 , 3 p«a« tram Hankow 

p c a v l t j o i l ! be d i s appo in t i ng . I n o t b t r i shere only the 

heavy banc", of the Japanese has been f e l t , there nay be 

onae. The ques t Ion of arming the volunteer* 

la hour r r r a ser ious n a t t e r } arms by the B i l l i o n arc not 

- time foo te r i s a l i o Important and i t la 

doubtful uhether t h i s son be Hone shor t of s ix months by 

the . Based on the fac ts nt present apparent the 

r e s o r t to g u e r r i l l a iicrfere by the Chinese cannot be ex-

p e c t e l to be adopted n i t h entSsisir.sm by the Chinese as 

ouch oorc effeot than t o harass 

or. r : be ab le to keep e. f i r * hold on 

-'•the ocoupled t e r r i t o r y , 

c y f o u r l i j h t Japanese bombers with e igh t 

pursu i t* tlta i n a t 5,000 fee t frora the e a s t about noon 

;bed mpkoa a i r f i e l d h e a r i l y . l i t t l e daraagE. 

raid bn«y. A n t i - a i r e r a r t f i r e I ne f f ec t i ve . 

rplanes i n the a i r . Ho Japanese l o s s e s , 

up* of three i n nedje t i l th pursu i t a l l on 

f l eak . Airplanes turned and f lea off to 

r y . Docs t ; r Department des i re fu r the r r epor t 

i roonnel to Milit-.ry Attach.: 

l l i t r j T Attache be free 

etm deoircvble?" (Em) r 

< 
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A i d e - K e n o i r e . 

Ola Deutsche Begierung t e t l t dla in de» 

| 

Menoire da* Department of State voa 21 .Jul! d.Js. 

Auedruck gebrachte AuXfaauung, dad die KeiatbegUneti-

gung die beete und sioberste Srunclage da* lnternatio-

nalen Handela let. Sle hat dies* Aoffassung jeiirtehntelang 

vertreten and befolgt. Die Anwendang des Orundeateee 

der Meietbegunstigung findet aber litre Qrenee an der 

Hotwendigkeit der Selbsterlialtung der Nation. Venn 

Seutacliland heute in seiner handelapolltlecben Praxis 

dieeen Grundeatz nloht in Yollen Umfange Eur Seltung 

bringt, so geechieht das nloht, well ea an seine Stelle 

eln besaerea sogenanntea 'bilateralea System* aetzen 

oOchte. Die Deutsche Rejlerung hat Tielmehr gegen ihren 

Tunsoh EU Hotaai3nalu>en grelfen BUeesn, deren Schatten-

aelten Ihr wohl bowuflt slnd und deren naontailiga Wir-

kungan. 
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kungen auoh der Urheb^r dea aotenannten "Heuen Plana", 

Belchebankpr<ieident Dr. Bchacht, wiederholt deutlich 

gekennsclcbnet bat. Bin gran4»utsJ loner Get:ensatz zwi-

aohan dea Ton Deutachland angeblici. befolgten "bilate-

ralen System* und daa Iteiotbee^notinunfysayatem beatuht 

iibrigena nioht. Br kaonacsion doabulb i.icbt baeteben, 

wail Deutachland daa audi von den Vcreinigten Staaten 

auf Grund dea Ermacntlgungegeeetzea voa 1«!.Juni 1934 

angewandte Syatea der MeletbegUnstigong ait Tarifab-

reden gar nlobt aufgegeben bat. In Handelaabkonoen ait 

mebr ale 50 Lttndern let Seutaehland auch baute noeh 

an den Qrundaatz der unbedlngten l.eietbegunotlgung ge-

bunden, und zwar 'auch bai denjenigen Staoten, nit denan 

Zahlunge- und Verrechnungaabkoaaen beetahen. Sa nag 

danlngeetellt bleiben, ob die Auffaeeung, wonaob die 

» 
Keiatbegunatlgung sich auob auf die DeYieenautellung 

erotreokt - wenn aucb nnr In dam Prozentaata einar ao-

geaannten 
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genannten "repraaentutiven Periods" - a i t '4«o B * £ j f l M 

der unbedlngten KelatbegUnstigung, wie er eicli n a d ^ H 

ner hletorischen Entwicllung in Wieoe.iwchuft und Praxis 

heute d a r s t e l l t , In Einklang stent Oder n icht . tataach-

l i o h haben d i e Vere.j.u*gten Staaten se lbe t nioht in 

a l i e n s a l t Junl 1334 abgeachloaeaaeo Handelaabkommen 

auf e iner unelngeechranfcten Anwendung der KeiatbegUn-

atlgung in dieeer Auule(,atit; bestanden. Aaoh Deutach-

land IcBnnte in se iner gegenwiirtigen wirtechaft l ichen 

Hotlage t ro tz Anerke.jnuv, dea Grundeatzea einer r e p r i -

aentat iven Parlode vertragl iche iusagen Uber Devieen-

beechelnigungen ohne Elnecnranjqin^ d ieses Grundeatzea 

nioht machen. 

Die Ureeohen der gegen«artig«n Hotlage a i 

der Beglerung der Vereinigten Staaten bekannt. Sle l i 

gen vor .al ien in den unsel lgen Polgen dea Peutachlo 

aufgeawungenen Terea i l l er Vertragea, der Dentsohland 

wesentllcne 
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weaentlicha CrundJaccr. : e i n e r Hohstofi"beoohaffung £•" 

nosaaen una nuclelch untraiibur'c ..u:.l-u. ovr••''- U-.'itungea 

auf r l eg t hat . 2u den .-oi . t u , :.cr. Zunl.iii en itsi.. d-r 

Drucit dcrjenlgen Saglerun./en iuu.crcr Lmdi-r, •lie thro 

AbsatMulrlcte fur duuteci.o 4'urei: rur .tit. r ueaanrterru 

Bodingunfen zu tiffnen b : t : i t waren. Dies- war v i r n i l e a 

bei L.uidcrn dar Pa l l , dei .c. . . eiiub.'r d r .;>.it:'u:,e 

Handel alctiv war an: .1 . u... > .::•:. Drue, uusdbten, un 

sic! , uus der deit i 'chen Aktjva, Lt..e f r uire Kii i t u l t ' o r -

di;ronj;en zu befr led igeu. in ter J 1 r . ; - r : Drue* cr.tatanden 

die Clear inc , - / i rtrjif.e, - i t ll< liiiiduti; ucrj«;ut,;en L*e-

triige zur Folt;c hat 1en, ;]<• Iicituu.,lt.iiu ;']-..11 r ousj 

verwenden konnte, Kdul'e ii: L ank-r . su t sti^en, n i t de-

nen der deutoene Handel s'oouiv war, wic z .B . i t , den 

Vereinlgton Staaten. Die heute in der ,:uiu;eii Welt ver-

bre i ta ten Syate»e der Kontin;.- 1stlerunc, dea Cleuringa, 

der 
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dcr Konpensation U E « . PU.U niciit von Ufuteciiland erfun-

den, Bondarn Deutacl.land aufgezwungen worden. Die Deut­

sche Hegierung i» t diu-cha.ua b t r e i t , iiire Handelopoimk 

mit dem Gnndsatz dee i'reien WarcnuuotuuacheB in Eln-

klang zu bringen, eobald in dar iibrlgen Welt die Vol 

eetzungen hitrrur ge£«bcm Bind, iujd zwar auf dec; 3ebi« 

der all^-eneinen Wuhru!i<;;satabtllalerung, dor jiBBun^ dea 

Schuldeuproblems and dee tjieichberepjntijftan Zugangs lu 

den Rohetoffen. Iiieoe Vorauaaet;>on^*n kiinnen von ieutac 

land in se iner gegaawiirtigun f i iuins- una Wii-tachaftala 

n icht geschaffeu werden. Uie rlisoon von den Staaten h*;r~i 

beigefilhrt werden, die das Gleiohijewicht auX den under 

Gebieten O estort iiaben. 

I I . 

Die Deutaclic Re;;ier.n£ bedouert, daS die Vc 

e i n i g t e n Stan-ten eioh fcieber nicht au e iner Zuaaanen-

arbe i t bere i t gefundeti haben, ua eine 'Zwiucucnlttaung a 

findt 

diu-cha.ua
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i ' lnden, . .elche.zu a r V rwirlclioi JIU- Uirer " 

e r k l i i r t e n Absicht , i< . in t . rnu t iona len Giiteruu8t;jU6cli 

r.u vcrgrBBern, 'untl cl>en Bcitrat ; ^ e l i e i ' e r t h a -

ben w i r d e . 

Werin uacu Jen TKorten deo Aitie-Iieraoire deu 

Handel anderer L'jiuer in Jen Vt re in ig ten Staa ten j j le iche 

a a g l i a h k e i t e n ^ewiihrt word en, sofern iiiuae tanuer dio 

Vere in ig ten S taa tcu i u r c r t t i t s r.Leht l i i ek r iu in i e r en , 

so » t e l l t d i e BeutBche R ^ i e n u v f e e t , d&B d ie Verc in ig -

ten S t aa t eu van Deutcculand nioht o i B k r i n i n i e r t werden. 

Deuiociiluad 1st b i . ro i t , d ie Vereinigten S taa ten so giin-

8 t i g wie i rgeudein Land zu behandeln. Dar'ubor hlnaus b e -

hundel t DeuteeLland d ie V. i o i a i ^ t e n S taa ten cohon j e t s t 

h i n s i c h t l l c b der Zuteilun,., von f r e i v«rfttgbaren Devieen 

f a s t durohweg giinotiger a l s aadere L ind r r . 

» 
Omgekeliit "Unit sioii Deutechland aber von 

deu Vei ' . in ig teh S taa ten d i o k r y a i n i e r t . Hie Vereinigten 

S taa ten 
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Staaten ^ewOiuvi. 

f t i l lo Hirer EinXuhr i ••f.lun..:BV:.rice}:> ffiit 

lande iecofirrinkuiv-sj: ujiVrlo^en, litiiatbe^iujatitpinjj, 

daB 4ie»e binder Biol; iurey.ui . ' 8 EU feiher ancint;«3c'-

ten Anwendung <-•» Oru.JBaties der ieietb•:.;;.moti£ung, 

wel t er atoh aj.f -dl« 2atetiut>g «6a DeVlaen n&cn den 

zeatsatz e lher represent, at iven Pcriodc bealeht , vert" 

l i c h habeii verpfl icnteii Uieetsn. Die Deutsche Ee,:iel 

kann den Orunj tiicht o/iconiien, naruir. «io Vereitiirten 

Staaten nur im VcruiUtnia ssU SjaUtetfilun., die' OewUi 

der UeistbegOnstlgunc earda abhSAgic AiicheiT,' dafl Ueu 

land eofort und ohiie jede SinoohriinJrting dtoaea Gr^ud. 

In dor Praxie durohfUhrt. 

Die Deutsche Regierung hat wiederholt deal 

such gemacht, unter auedrUel-clicher a-oitgeiiender 

der Orundeatze der ameriAaiiio often UandelaiJOlttii, 

Haridalsbesiehungeii Svutcchiands rait den Veroiul/Tten SI 

tei 
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ten *o£ cuio i.eue, weit-n,, >ies „c^ei.. 

reau^atauscjjee 0avtiiixl»letende iroadluc* JM o t e l l e n . S i e 

hat i a A.-«ciiIu3 an ihre Auragua6«A voa niirsi 1>36 aule t s t 

am 51.Mai. 1>;36 in i&rea Er <U-ringen,.KU einau.von der Ane-

rikanieohaii Re;ierung vornciegten yra^ebogen koneitruktive^ 

Vorecnliige a n t e r t r e i t e t , olmo nierauf bia iieute s ine Ant-

wort erhal leu zu habeu. Dieee Sr-cliirun^ea irarden deut-

aohgraeits aucn IBULP noch a l s Verritindluagagrundlage. 

betraohtet . 

I I I . 

We_nn in dem £ide-Kenoire aua,;efUhrt wird, 

da£ e in Auel'uhrrbrrerun^sayetem wio das deuteche den nor-

nalen Tattbewerb s t a r t , ao ao l l ta niclit vergeaaen warden, 

dafl d-̂ r Internationale Wettbewerb primlir diircn die Ton 

* 
rereuhiedenen Re,;i' roagen beachloaaene Devulvation ge-

atiirt worden l e t . Venn aber in de:a Aide-Kenoire behauptet 

wlrd 
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wlxd, dafl die Deutsche Begierung es in ihrcr Hand habe, 

duron untcrschiedlicUe dirokte 3ubsidien jetle beliebige 

Vara auf dritten Ilarkten wettbewerbsfUhl^ zu aaohen und 

damit das Oeaohaft anderer Lander auf dieoen M&rkten zu 

atOren, eo let nociuials uuf folesndea <jln«uwelaent Die* 

Mlttel, die durch die rreiwillige Solbathilfeaktion der-

deutschen gewerblichen tirteohoft aufgebracht warden, 

dienen sun teilweisen Auegleich des gerade von Standpu 

dor Gloicnheit der Wettbewerbebedingungeh ungerechtferti 

ten Wabrungevoraprunga. Von dleeen Geaichtapunkt aua 1st 

die Selbethilfeaktion entstanden und in dlesea Siwie 

ale praJrtlech angewandt. In elnaeinen Piillrn mag der Ver-

kaufer einer deutechen Ware dieea Selbsthilfeaktion be-

anepruoht und gleicoceitig der KBufox der Vara einen Vor-

teil auagenutst haben, den inn sua Beiayiel die Bezahlu 

mlt Aaki-Uaric gewahrte, auf dercn Kuraeeotoltung die 

Deutsche Hegierung lelder keinen Einflufl hat. Durcj 
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Zuaaamaawirkcn dieaer beldam Fuktoren aac; dann eine Ver-
• 

b t l l i g u n g d«r deutacuen Ware elngotreten oein , dia den 

Wahrungevorap-rung des Besieherlandes oder oinee mlt der 

deutschen Ware Iconkurrierenoen dr i t ten L&ndee Uberetieg. 

Die Deutsche Begiexung l o t aber beoEiht ce* e a o n > dtesen -

i n ttbrigen achwer kcmtrolllerbaren - Fallen nacheugehen 

und fUr aofort lge Abatellung gorge su tragen. In jedem 

P » l l e i a t die Deutsche BetJieiung sorg fa l t i g daxauf beducht, 

dafl d ie SalbathilfeaJction dar deutociien ge»erblichan Wirt-

acbaXt dan Character e lner B e i b i l f e zar uberwindung der 

durch Abwertung horvorgerui'enen WahrungeYorteile andarer 

lander behiilt and nicbt darUber hiaauageht. 

IV. 

Zu der S t a t i s t i c Uber dia Auafuhr der Veroinlg-

ten Staaten, Deutac;.lands inU der ilbiicen Lilnder naeh 

Braai l l en i a t folgendee »u be-erlccni 

Pis 
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Die AuBfuhr dap Verelnigtea Staaten naoh Bra-

ailien hat a«it dam Jahre 193* in gam en zusencrannen, wenn 

auch d«p proaentuale Anteil der Vereiaigten Staaten an d 

GeaaateiuXuhr Braeillene etwee geringer geworden let. Wenn" 

bel clnselnen far en *in Buclcgang> der Elnfuhr aua den V. 

einigten Staaten eingetreten 1st, so 1st dleser Ruckgang 

nicht duroh eine Steigerung der deuteeiien Einfuhr In Bra-

slllen veruraaaht worden, sondem rielmehr durcb elne v 

nehrte Einfuhr dieaer ffaren durcb under* Liinder, nit de-

nen ubrigens die Vereinigten Staaten Meiatbegunatigunga-

abJcom-ien haben. Das 1st z.B. der /all bal JKUmaschinen HUB 

Canada, bel Eieenbahnoberbauoaterlal, Lokomutiven und 

Elsenbannwagen ana Orofl-Britannlen und Belgian. AuSerdea 

beateht mehr ale die Halfte der Qeeamtelafuhr Braeillene 

aus den r.jreinlgten Staaten In Varan, die Deutoenland 

baupt nicht Oder wer.igatena nur in verhaltnismaflig be-

achranktea Utafang naoh Sttdanerilca ausfUhrt. Vahrend die 

Yeralnlgten 
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Verainigten St£.*ten Autoaobtle, Benzin, Petroleum, Klne-

r a l b l e , Gummiaaterial, Kundfunkgeriite, Blech, Taf«lob#t, 

I
Fruoht- und Gentiaeeiifte, Teer, Weizen uew. naoh Braz i l i an 

auaftihren, umfa'Bt die deuteche Auefulir nach Braal l ien 

ganz andere Varan, v i e Steinkohle, pharmazeutieahe Pra-

parate , Strata , Hopfen, J e l l e , Leder, Aniliafarben uaw. 

Die in dem Aide-Memoire uu^efdhrten ZilTern 

Uber d ie prozentuale Betei l igung deo Deutuohen Heichaa 

und der Varelnlgten Staaten an der braail ianlaohen Ein-

fuhr a l i a in gaben Ubrigena kein r icnt igea Bi ld , da a l e 

nur von dor Einfuhr s a l t 1934 auegehen. Zur Beurtellung 

der / rage , ob tatsfiohlicb der deuteche tettbewerb die 

aoerlkanische Elnfuhr nach Braallien zurUckgedrlngt Lat, 

l a t ea weaentl ich, auoh die Elnfuhrziffern Braaillana 

i n der Vorkrie^ezett zu beruckeiciitigen. lliemacljergibt 

oicii fols«»dea Bi ldt 

Betel l igung 



SOVIET ESPIONAGE WITHIN THE U. S. GOVERNMENT 

ExHmrT 104 

- 13 -

Betelllgung DegtacalandB mid der Terei.ni.Ktea Stauten an 

dar braalllanlschen BinTunr in 1'rozenten d-r Seaaateinfuhr. 

1907 
1908 

1909 
1910 
1911 

1912 

1913 

Deutacnland 

15.3 

14.9 

15.6 

15.9 
16.8 

17.2 
17.5 

U.S.A. 

12.8 

12.1 

12.4 
12.8 

13.3 
15.6 

15.7 

In den eieben Jahren ror den Veltkriege 1st uleo der 

Antall Deuteoiilande an der broallituiiaciien Einfubr eteta 

grSfler geweceu ale dar Anteil der Verelnigton Staaten. 

Erst dureh den Weltkrleg and die Verhultniese der Nach-

krlegazeit let die deutache Elnfuhr zuruckgedriingt wor-

den und hat eion er«t allmanlii;li w led or arliolen konnen. 

Schon die Oegeniiberai.el.Lung dea deutsch-braailianiectien 

Waxenauetausch.ee vom Jahr» 1913 In HSho'von nuid 447 

Millionen Hark nit den des Jahree 1936 in H8he yon rund 

265 Milllonan Reicnsnaxk orgibt, dafl Von elner unange-

me«senen Steigerung de» deutschen AuBcnhanuela mlt Bra-

ail lea 

Terei.ni.Ktea
Oegeniiberai.el.Lung
Waxenauetausch.ee
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a l l i e n nich:. die Rede sc in nana. 

V. 

Die Deutsche Beglerang litit au ihrea Bedauern 

f e s t e t e l i e n muesen, dad die deutsche wlrteci iaft l toW 

Betatigung In lateli.-aDi?r4.icaiii;>o.ien liind'-rn in der aoe-

rikaniaeuen Preaee und durci: private jr (-aiiisationen der 

Wiljteohaft atandig Angriffen und Vcitfaciitig-iugen auege-

ee ta t l a t , die eine StiUze iu uen Tatsaci.en nioht flnden. 

Die Deutsche Reslerung ,-;Iuubt oi cli rait der Ke^iorong dor 

Verelnlgten Staaten darin e i n i g , da3 a'loii e in gerechter 

Auegleich der wirtacliuftlicheii Intereaeen Deutachlanda 

und der Vereinigten Staatan auf den Marlcteu dr i t t er Lan­

der zu denjenigen faktoren gehtlrt, die der wir tachaf t l i -

chen Bntwicklung and der al igeneinen Befriedong der Welt 

dlenen IcBnnen, und daJ3 dieaer Auafleich eltttfreten wlrd, 

wenn der wirteohaft l iohe Wettatreit der be Ken VTBlker yon 

yalrneea und ^ecenaeit iger Aohtung g e l e l t e t 1 s t . 
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I Mat MCMOIRK 

, The <l*ra»» A«»*aa»<ior uu Juu« SO, -otlug on la«6n*a-

tlonn trum bit liortximattx aad rafarrlaf to an lavlt< tlaa 

«xtaa4a4 tala by toe Uadar 3aar»t«rjr af ittata to dlaauafe** 

• lta Bla ' « nrtar* at tk» coaaaraaUaa* wales effloiala 

« 
of tbo United «Vataa Qavaraaaat wara earrylag oa la. Wna»-

iastaa. a l t* taa Hmatllaa t i k t M M ana «aa FxaaUla* 

Mlaletar *t rlaanaa, aaae oral raaraaaatatlooa to «ka 

Dndar fleoratpry ralalac ta« aaaatloa vbataar tfeaaa eoa-

reraatlsar did not larolva aaaanraata* aad unfair tat*r-

f*reaaa oa taa part at taa Ualtaa Stataa la trada ralatioa. 

octvaen GarMkay and Rraall. Taa Aaaaatador •tatad taat 

Oaraaajr duTta* raaaat yaara Bad toaan tnaaarorlnj to ra* 

baud i t a aaparta to nraall, anion a»4 Tallaa ta l a* ia*olt 

aftar tat v.arld Bar, aj>d tbat It and only reeantly aaeoaadad 

la data* ao and la fact la aaamaat n n a a a l t It a ajro-aw 

oarcaataga la 'ra i l l lna taportatloaa. fMa aa aatt 414 

oat 
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afal lataraata la t r a i l l «»« «k« tiLT-i'<KS r«da bad not 

Man oar Wad at tn« arpaaaa of tat uU.«a tataW T»* 

/ 
Aaaaaaador tula taat a l t Got*/.** at »o« ae*t aaartlljr 

la actor* * l t * Ma aMaelpl • aainteiaeO, b> »»• Oo-mra-

•aat of uta Aattad atatea aa to tb« aacanalt* at aaaaa-

. dtt loaal a «*-f«rarad~aattaa tr*ita*ut and »a ta tea aaad 

far taa a l la taet laa of trada karrlara, ead taat taa 

•Ntarakle ool lola* mem pvroaad ay Saraaay vara lotandad 

amir ta ortala far Oaraaa ax»ort« taa aaaa M i u u « t i 

n i c k had aaaruad ta tat a^aarta of taa uultad Stataa 

aad of o t ter graat aoamterclal aatloaa tajrvuca tna daval-

aatlaa of Utalr aurranalaa. H« loaoludad by aaylac taat 

ala Ooraraseat raaarvad eoarplcta llbarty of nation ta 

taka men aaaauraa aa t t «lbM flno oo. •>oaj.. in caaa 

a a i t r i t l a a of taa ttoveraaent of ..aa Ualtod Stataa mould 

laad liraall ta H a l t Ita tri»oa - i t * Ocrwuiy. 

Aa oral reply ««a at oosa aada ta Uia Aaaataador'a 

ravrataat t l o a . I t t a %m daalrad te ooaflra aad aanllfy 

t M a 
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t*l» r a p l j . 

Taa Aataatwaof haa a*id taat tfca Oaraaa 

Oavaroaaat la in koartr accord a l to to* prlaclplaa 

•aiataiaod t tha ao»«ro«»ot of tha United Stataa 

aa to taa aaoanaltr far *u^t-f«vora4~aatloa traafaaaat 

t M vaa r a m m l of trad* oarrlara. Taa oowarnaaBt 

of taa lint tad Stataa doaa lodaoa attaaa *ra%t i « -

portaaeo to taa i r iac lp la of • •uality af traataoat 

1* la iaiuaUoaal coaaaraa >a tba aoat aattafaoteyy 

aaata apoa aalek a ftaaltfcy lataraattaaal trada aas 

ho racoaatraatod aa a paraanaat fouadatlo* far 

aoaoa. 

Taa Oaranaaant of tba noltad stataa Ma 

oaac aodaavorlag to proaota taa raatoratloa of 

• • 

lataraattaaal trada through th# laaadlata raduetlaa 

of axeaaalva trada barrlara aad aaa adoptad aa taa . 

•oat practloaX aoaaa to tola cad • profrai* af aago-

tlatlaa; 
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t U U i ( Dllataral t n M H I M M U a l t a laalTlaaal aaaa-

M N w i l l . aztaaaia* ta a l l aoaatxlaa akloa ao aet * la-

arlalaata i | > l u t i ts t**aa taa aaaaflt af taa tariff nsar-

tlaaa u i ataar tsaaa alaataajia I * tsaats aagr n—«ry 

(OSom alsara aaaaataa). Taa Balta* (tataa aaa alea araaa 

•a attar aaaatrlaa. aaa •sjaatallr as taa (Taat aaaaaralal 

aaaatrlaa walaa as—taa a arajaalaiaat taflaaaaa aa taa 

•—aja la l aaUatas af taa warta, taa aataajaa aaa astlra 

• * •>•• • ) fllaara* VaVa^^B^BaTM^n v^p Wara^^aTv ^arjf# SB^BW VsarJaaVw ajTâ a Yv^RaVwavapavTaaB* 

aa* UaaraUBBTlaa « aarta taaaa. 

•a l l ta taa aallar af aa—ftaa ahlah ay i l i l j a j aaa 

aaaaaa aaaa ska Os j l r ta j fraa ataar i—Utsa af laialst 

aaa «a aat taaTafara asaatt taa M l aaa aralaary aallaa 

af lataraatlaaal aaaa*tltlaa. taa I I I B I I I U I a«Ua» af 

taa la l ta i Stataa 1 aaaaaa m aaaa taasUaiBB*. aa taa 

aaarslaa. Tm. taitaa Btataa aaaka aoaallty af aaaaaralal 
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e«rt*ln r u t o w b U **) r«oagnl*»d i n » . » l M i . I* f t * M 1 

• 

etbcr couirtrlaa oowailt* of ow or taa.lt jr to buy »n* M U 

l a t t* Unltea State*, sukjaa* oaly to too reculraaaet 
• • 

tbu* couatrlaa a*lck racalra aoa-dlaorlalaatary 

fro* to* Ualtaa Stat .o a W l l M l d loer la lat ta agklBBt U o 
• 

Ualtaa 5latak, aa* *a Voa fciot M t i i an* r « « 4 « a i « t «*«•»-

Uoa. 1* Xaaay af ©aw*. I t i s aat a aavra* aaUay »*" 

1 M « t o t » » i t n i f t r t b « * d * a a I M « «i l>W rtll l a . 

> r t W * . f a l l . . If I t i M T W . .ar*a k. \jritm • Kaaar.1 

lMTMH l a Voa volaaa aad n l M of U t c r a t t l o M l W J l 

froa t-hioh Ma naltaa utatoa aaa tha avrt* w i l l raoalva 

^raatar uaaaflt tnaa •a*la »a osmlk lo froa tar aaaulatlaa 

af aaaalal aevajrtagaa aaaa* alaavlatattorr ttaaa raglawa. 

I t an»t a* aaalfaat taat Htak a pal iar l a aot aotlvataa 

ky k i x t l l l t y ' • or Jaalaaay af tha aoaaoTclal axpanalaa 

af aay oaaa.rj aar daaa I t *«ak unfair *ava*ta«a mar tfc* 

a * 4 « of 4tar.awiBUy. fkk.Baltad SU.%— ,*»»». a*^ tiapata 

M M . M t t f N W w w M M ) . I t aoaa t m i m , * a n « , 

». taat aartaia tyaaa of e m m r t l a l ao l la laa of «taar coiaa-

t i l a a . 

taa.lt
file:///jritm
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t r i ee , for i l i t t n o r n m i tbey Bay o*»* t>e«u ad-pted, 

a«y tend to ueaper and tbwart i ta own aore Uoeral polioy 

2 I 
and Ita i>ru»d oejeotiTeo, aad i t fael* f u l l / warranted In 

I • dlecaealag tola problem wita any gorama«nt la wtiaaa 

t err l t s r l ea It any arlee aad l a aeeklac a eutnally ea t t e -

faetory e l u t l e a . 

Tea Qoweraaeat of tae United Itatee welooaee ti.a Oeraan 

arweraaaat'e repeated expreaaloa of approval of taa pria-

o la l e of aoat-farored-aatloa treatment aad of taa renewal 

•t trade oarrlcre. Certain enpeete of current Oeruaa 

0 1 — u u l a l polloy would appear to make aora d i f f i cu l t tt>e 

applloatloa of taaee prlnclplee rather than to advance then. 

• •nam trada v i t a no at of taa eountrleo of Kurope aad 
wlta eaaa l a otaar parte of t ee world la jewaraad by 

-
oenyaeoBtlea arraa«aaeata under wi.ioe. tut prooeeda of tbe 

eele la Oeraany of the prodnete of tea soi l « industry 

. of taa otatf pert* are rnouired to be »:»:.', wit . limited 

eaeaptloae, far Oeraaa goode far export to and uae lo tea 

territory of tee otaar party. Vita aoae other eouatrlea 

taa eaaa reee.lt le brougkt aeewt without a ooapeneatlea 

reee.lt
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«rraa«raaat oy c«r*an r«s»U*tleo» U a i t t a . tft« VIM of 

taa pro. K d i a j toalr ttxporta - « •« »T«I»E V-' c * ! K « i -

t loa aarki . ^ • • t r u t l o n * aa> tn« trnacfor ad en th« u*0 

la Oor«utny of fuaoi i>iy»bl* to aon-r«*l<10Bta ->o lau*utaa> 

aata mas otaor x c u i i nut d irect ly oo*OMt*4 I t * 

earrant tataraatloaal trod* a»»* boon itasa fat ttw aaaa 

jwso^a. I« 1» «rsu»o t .«t ti>Xi 1» U l « < M to ootalo 

for Uoraaa export* oaly too •*•»• aa>natii«<t* '.ilo.i otkor 

eoaatrloa aava oMtUn* ay 4ornlwln.it w>«lr oiirrmtcloo. 

I t I s *~aa tuo lasa t laar that -nor* tfea sal* of tao 

product* of a oewttry or tha af f*etl*a poeaaaatoa of 

proaorty of l l a aatlon*.!* aan »a attained pair by tha 

Importation of Oaraaa go ma la corresponding valae , 

aouallty of epportaalty for «r*ertar* of otk«r eoaatrla* 

ta aoapota wit* Ooraaa *jtportara--^r-I .. i . * i ta tne ra -

f l i—ante of praatlce derleee tor tae Oentea «a«aaa*a 

ooatrol authorit ies for purposes of n — t r c l a l po l l er , 

Ooraaa ooapeaaatlaai aark praatltee aaaaaja la faat f- rru* 

-*•«• e f f ea t l re oaapowe for oMalaln* *a»aavU«s» mm 

4ornlwln.it
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caaattltoT* of aoa-Qoraaa Mi tDwg* . Taa raatrlat loa* 

4 . 4 ' oa Ifii'uaa of taa bank copoiit* la Oaraaay wt.lok ara 

aaatKaatad *a ooasaaaatloa tuurka raaalt la tha traaafor 

of man a*rk» aaoac raaloaata of otaor ocuatrta* at priooa 

•uon laror tnaa taa of f lo la l parity of tha Roioaaaark wltk 

tola. Taa kt«aaat local Mrtaar af tko Baltoa atatoa 

Oovoraaaat, attar earafol aoailaaratloa af praoaaaraa af 

t a t . k U < u mat la Ooraaa trada oltk tk* u&ltaa Stataa 

la l M t , m l * * that tkoy owMtttata* taa payaaat or ka-

•toaal of a noaaty er graat aa l l l a j for taa laaooltla* of 

ooaataTvalUac tattoo aaaar tko lawa of taa Uoltaa ttataa. 

Ooraaay la not taa oaly aouatry foatorlag oxaorta ky 

ooa»a*aatlaa arraagaaaat* or ay paralttlas l ta corraooy to 

bo M l * at Oaaroolat** prlao* to oortalo aao-raaldoat* 

for raotrloto* a*** , altkeaga i t la oatataaaiac aaoag aoak 

ooaatrloo. I t * assert*, kaworar, raaolra oa* dlatlaatlvo 

a*vaata*a, inooaalataat wit* a ra t * * * af aaaal aoaao-

t l t l aa , taroagk proolalaa for aaaetr* out oaloatlvo alraat 

aakalaloo. la taa f a n of volaatary * * i f -a ld , Oaraaa ta-

*a* tr la* oakiarlao aoaually to aa export subalty fua* 
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«U«k I s ropat*a t i M M M durla*- too owroat yaax to 

1,000,000,009 b U k M U t i , Tai» would aenrtt • «MXo« 

ra»al«7 ca i l l O m n m i i r t i of M I I t * u W aaraaat o f 

taal* t « l M . k t V t U r , lMM**a*, *B4 M M t l dlTMt • * • 

t U l M t l u 1* • i l H i l x aad, »nl la to* faata ara art 

o f f i c i a l l y aaal late*. It la M d w r i w i »amt maaUiaa a* 

alga • • M aaroont aaa vraa 09 p w i l t af tawolca ralua 

B*»a la MM l U t U C t t k * « |*14 « • M t t * COTMUI «C-

aortara to aa«t ooayamiaa la farala* oarkata. 

TIM affaat of tra4a aataoaa aaa* aa a m taw oa-

oarlaoa. aayaaia to aa aaaifaa* l a aalfto l a tra4o to* 

axtoaalTo to ao aaarloo* to aay aoraal eaaaga l a aoa*>atl> 

U<« ooaaltloma. T B M t i M i U u atotlatlaa. aaao to* 

follaalaa. a w w r t i | W at aarUalaattoa at a o f a y ta 

aaaplyia« l a a l l l a a laporta: 

1*34 Oirmmj U . o a * Oalto* 8to*aa S3.0T* ctaara n . 3 1 * 

1*SC Oaraaay ».*4Jl 0*1 to* Itotoa «S.Sa* Olkara BC.aoK 

1»J# OarMMay »S.W* Dal too Stoto* M . U * OtMra B4.M*. 

l o t , 
lftST l i l — ay W.0S< Valla* Stataa ll .Otjl 
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fit* pr.&laa t U U aaaa *jtbilCl«»tlon« praiaata' to tk« 

axaartars of otaer oguatrta*, laoli»dln* tlioaa of tha Oaltaa 

ftataa, saat fea apsraalata*. »y tha u»» of »ufe«ld» p»a-

catera ar«r» r ia l* af trnoa, aa aatxar no* raaaoaaala tfea 

nrtaa at Xaa aaaaodltr orfaraa, ao aattar bo* n l l -

eataallaaa* taa buataaaa ooonaatloa, aa* ta dlaturaaa »7 

WMM adxlnlctratl** M t U l u to mbaldlaa a ooapatlaj 

i»a«Mt aaff lc laat l* t o dtaturk taa aualaaaa. Caayatmaa 

aa aUaetaa «a*M «• tala OaraJrnaiaat ta aa aoatxa** 

ta MM prlaalala af a«uallt* ta *ala« tta Oarvaa 0o»-

•raaaat aaalavaa l t a a l f ta aa attaaaaa. nurtaanaara, 

t t takaa taa aatamiaat la* at t n 4 a aovaaaot out at taa 

oralaaxy aoapatltlva attwaaataaoa aad pl»o«a I t lata taa 

aaatf* af 8a*am»aa> nff la la la ahaaa oaleulatioaa MM 

sat aorraapaa* to taaaa af eaapatltlva oaat. A«alaat 

taa a a a a l a l l l t / af oaaaatlt la* oaaa ta «aa* alraatlaa 

I t ««mld aaaa plala that aaaaatitlon of prl*ata 

aaalaaaa, aapaaaaat aalalr aa l t a a l f , aaaaa aafaaamraloc. 

vttkoat amah *afac*ar* botn tat prlaalalaa a a W t a t in 
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t M trMa V M M r t M N « taa D M M Jtatae aa« M t U 

**d «M traaa M M f l t t %• M « H H M ttititm ara aroagM 

l a t o j M ^ i H r . Hi ratura far Uw traM aaeartMit lM 

ta BTMtl 1 1 1 * taa kgtimmxt, M u l I U tTMa Ma 

aladgM corr«*o«a41a« opportunity. T I M * aaa alaaia w l a l y 

1* t M oparatloaa af taoaa prlvata m i i m M l M l a t l M a 

»at«a Mva M i l t a» Brailllaar-MarlaM *»a4a t» *M »*«t, 

*» axtaM Mat traaa I f tar i f f oarrlarn wara laaaacM. a l l 

tkMt axpMtatUaa aaula aa laraltamtaa I f IMTttM *M*a 

*ara dlapaaMaaM as t r a m l t af tM MM ef a ayataa of 

ooapaaMtlM pfaaaattM aM aarwaaaatal aaa* 1*1aa. Taa 

Oanaa OaraiMiat manly raa l l i ae taa »*MlaM araatM 

ay taa MM af taaaa BMaaaaraa, to«l* ooatlaaaa off art 

• M M »• »• aajaka*MV l i n i U l traaty 

t*Mt a* etaar Ml**l»laa —1—a aafajptaMa * • « • tokM 

acalaat M M ; M*. »l*a taa aaafcaalag of taaaa l a H i w U l 

treaty arraa»«—*» *»• —tarlylag prlaclplaa taaaaalYM 

• i l l > M O M laaparatlva. 

TMra la aa Mala far atataaa&U, a* lap i laat lMa 

taat t M mvarMMt at taa UaltM i tataa a* a M M l a -
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48 
nutttelntf *«• 'traaUUn Tovarnaent In it» trail* r«l«-1 
Utfa» »H» aen>,»jiy B> ii.rmt* it iiiarcl.jn. 4 traaa ««r**-

«*»t »v**d on tun principle wl •... »t-/*Terao• .stiu,, ir»»t-

•ao »»• euuuludad bataaa.. »-t . . l t . l -tataa nne i r m U 

t*a .ad a half year* ago (ind . r t i U wna i. « f lrat » r « i l t u 

po«*x to Join taa Ualted 3tat«» la lt» policy of rscun-

itra«tla» lut«r .*t loa»l trad* on ii>« U l i f of •o^mlty 

of tf«*tn«Bt. ola .Jorariuaanti arc clraotlnj, tuair 

aiforta to aaaur* ta&t tre ; r U i l p l . i uadarl/Jaj tula 

V » n e « a l a .all t* auatalucd, HUB tt.»» tea > . . t l ( l u t t < 

*MHIi i.« ( U l l M Jt> IfcoiJ -..•..-•.; ir»4« relation*. 

.apartaao « of . '.« »*, 

naakln^tua, 

July ?l , l»*7. 

O 


