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3/l/)9 •••••••• •••••••••••••••••••••••••• ••••• •••• ••• 
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b) ADsw8r to ~- 3/7/39 •••••••••••••••• •••• 
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tor tour 110ntbe, that there is now 11001111 chance 
that edd1 tional erldenee 1a needed 

b) Ceirna 1e going to~ to get ldditional 
· ~>&terill froa ltait and llay and coneeq.~eotly 
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for at held ns ordc' 1n OOII1'U - 3/10/39 . ........ .. 
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Fllt' a etat_,t lit Cabi.Det that be .,... .,.,tirel;r to 
bJ,...,; for delq end State llepartlllent 18 &MOWlCCIIMDt 

tbat tbey will contar wi til German Embaaq aeon 
dlacus5ed at 9•)0 ... ting - J/l3/39••••••••• •••••• 

a ) IIIIJr ~ notldns about Traaaury repreaentatina 
goinl! to Quoopa 
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tuture- 3/17/>1····· ············ ···· ····· ··········· 
Confercce attar Caller s1Y88 out Treaeury latter -

2/17/)9 •••••••••••••••••••••••• ••••.• •• •••••••••••••• 
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-.tionac1 Provinces are now under g fi£tQ 
adcd.n1atrat1on of German mthoritiea• - J(l7/J9 

c) Treasury lleciaion 49821: "Countarn1linl! duties 
on imports troa Oerlu%l,y" - 3/lS/39 ••••••••••••• • 
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trOD llarch 14 to llareh 18 1n lira. IO.ota • a 
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a) Oe.rner1 a euggaation that all Qa~ MCUritiee 
1n UnitecS States be pl&cecS 1n eaorow dlacuesed 
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a) Cow ot -randla ooooal'D1nc 
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trtosoitted to lDR- S/ll/)9 • •• •• ••• 

a.c_..u.ucma aa riiSIIl.t ot state ~ and 
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a) ~andwa troa 'rraaau~T to Ftll - 7/10/)9 .. .... . . 
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.Jaauar7 17, 1939 

fth h la ro .... • w ,_,. ••r• .. - of Do--r 17, 
l9JI, la •tu 1" •* • w •oa Ulo tlproa -~,._. te 
'" l17 tllo lkW Doper'-•' oa lan•'-•h oll4 ....,.., Ja7-
•••• llo'"o• Ulo Ulll-.. ........... ....,. 

1. ~ tlproe la tbo ... ......._ olt&al•C tl'oa a. 
n-oo Dhlll• of u.. ....... of J'orolp uc ..... u. c·--· ..... \lao -·· aftllaltll ........ -.awlJ ,.. ....... 
lion rooo•• Cok oa tan•'-•'- aftlla ltll w •• 4o .. , .. -.. 
e\aaUdlJ alwr Ulo ronUo. 

2. ao.owr, Ole -nMaa 4001 ao' appear W a4oq-Wlf 
polat "' U. ruae of po .. lltle .,.,., la Ole Cato. ftproo 
of Oe .... o laftat.a\a 1a Ulo U.l._. ti\&WI an •ltJoo• W •­
a wtur r•ae of error \:baa oro tlproa of •• l~~Yoa\Ma•a of 
_, o•bar oa.a•rt•• llooas10 of aa laooaUn • • awl4 \lao 
forolp oahallgo roa,rloUoal ot ...... 117. Por lu\uoa, U 
baa - to ... atwauoa a~• es1t1\aaUal .-ate of .. roa• 
oapltol -- 1't1801'04 •• llotaa •ro \baa 150 al1lloao -- un 
oo• w Ole Uat-.. l kWI la Ulo pad fa~U -~•. "' U1o10 
tsa4a 414 aot abo• liP 1a --.r tlproa 1taoas10 u. oa U oM lltJ' 
ot Ole -• oa1 ottaoU••lf a. 2 c. 

). ftla aatlMwa of taw tlow of paJMah "'"•• Uta 
two aoutrlaa are alao tlla oo.plliUoa of U. .... r'-•' of 
eo-roe 11114 are Ulo ••• ttaar•• aTotlabla. n - •• Ito 
ro..-.1'04, a..anr, aa.t at laaa• 50 paroaa\ o t --.r trHa 
•UII .. ....., 11 oal'l'l_. • ~ lta.Wr. ftaa awwc ft1sa of 
~\o tNa .. ...., oa ltarWr •rauaau .. a 11 alloll' 25 par­
••• •ro taaaa \M _, ot Colt. ra aalla4 tor to pa7 ,_, 

U. leporta. ftlarot.ro Ula atatoe ftlao ot .. r lllporh fi'HI 
O.NaQ 1a 1"' a .. u Ito ...._ .. la u. llol&Mo ot Pll7••'­
~ tlO - t 15 .t1Uoa. 

(Sgd) H. Worgenthau., Jr. 

lll>W: lra 
l/17/)9 
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T!!B 1IIID!R S!CRI!:l'ART ~ STATI 

W ASHiliOTCII 

Dec1111ber :13, 1938 

M7 dear llr. Presidents 

Some tl.Jne ago you aal<ed Ambaaeador lrileon 

to prepare tor you a mcorand1111 ahCIIIi ng 1 

(a) the amount of capital in"Outed 
by Genoa.ny in the Onited States, 
as well as the &IIOunt of capital 
invested by the Onited Stetee in 
Oei'!Mil;r, and (b) an anal7eis of 
the naw of p8}'1118nts be tween the 
two countries. 

Ae Mr. Wilson did not have tl..me to prepare 

this himaelt we have had euch a memorandiDI pre-

pared in the office of the Adrteer on Inter-. . 
national Bconcaic Affairs here . I .. enclosing 

harewi t.b a copy. 

Inclosures 
llemoran:ha 

The President, 

Faitb.fullJ' yours, 

(Signed) Sumner "ella 

The White HOWle . 
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IEP.AR'n!Eio'T OF StATE 

AllVlSER ON 

I!ft'ER!IATIONAI. ECOt~OIIIC AFFAIRS 

Deeer.~ber 12, 1938. 

"'!GORES ON INVES'll'ENTS AND CURRENT PA YJ.'E!ITS 
UNITED S:'ATES - OJ!RIIANY 

I . Investments 

'I'M follawil\ .. fi'!"Tes refer to l4 tar dates than aitT 

estwtes heretofore published or cade . The t:~&ures 

eoncerniJ>e private investtlents are obteined trom !r. 

Di ckens of tho Finance Division of the Bureau of Foreign 

and Domestic Commerce, t he speci alist in this field. 

I n brio! , Amerir.an investments in Oormany, oxcluding 

intergovernmental debts , are estimated at i713,000,000, 

t.aking obll,eationa at their nominal par valueo; Goman 

inveobrienta in t he Udted States are eati.nlated at 

JllS,ooo,ooo, which is about 16 1/2 percent or tUs e&­

til:&ta of Az<erlcan inverl>nents in Oeruey. Tlking 

present rarket value of Gel":'an dollar bonds as 25 percent 

or par , and llh~rt tel'!D obligations aa 50, the Az<er i can 

invostll!ont would be appraised at $140,000 ,000 plus what­

ever valuo is attributed to direct inveo~~nte having 

a book value or $234 ,000,000. 

Un\ted 

4 

Regraded Unclassified



- 2 -

1. Direct investment, about ••••• ••••• •••••••• • •• • • • $234,000 1000 

2. Long term bonds , par value , about • . . .. .• .... ..• • 380,000, 000 

3 . Short term obli( ations, about • • • •••••..•.•• ••.• • 99, 000,000 

To tal., ab oo. t • • • • • • • . . . • . . . • • . • • • . . . . • . . • • • • . • • • $'713, ()()(), 000 

rntereovernment al obligations 

4. Oenun Oo...,~nt bonds in the 
United ~tete a Treasury. 

a, for costs ot American Azr1rT 
ot Occupation -

bonds • • • • • • • • • • • • • • m, soo, ()()() RnL. 

accrued unpaid 
interest ••• ••• • • ••• 17. 5QS .077.36 

To~ •• • •••••• • •• •• l ,OlS,005, 0?7.36 Rm, 

b. llixed QaiJia awards -

bonds •• •• ••••••• • • • 2, 040,0001000 Rm . 

accrued unpaid 
interest .. .. .. .. .. • 47.940.000 

Total •• •••• •••••• •• 21087,9401000 Aa. 

(for dollar e(plivalent eee note below) 

5. Austrian Gonmment bonds in the 
United States Treasur,r -

bonds •• • • ••• •• •••• • ••• $251980,480.66 

tntereet •• ••• •••••• ••• 25.QQO. l3 
$281 00S J 480 • 99 

Gen:>&n 

5 
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Gtlr'l'., inftstment. !!! the United Stat!! 

6 . Lon! tera inftat_.t of aU lcin:ls, 
about .• •• ••..••••. •• ••.•..•.••••...••••• $100,0001()()() 

?. Short term investment, about ••••• ••••••••• 18.000 .000 

Total, &bout • ••... •.••• •• •••..••••••••••• $118,000, 000 

~ .!!!!. comment 

1. 'nle pnvioua)J publlehed e stiaata ot 
$228,000,000 d irect 11mtstmenta ot -riuna in 
Gtraan;y bas been ral.sed t.o $234,000,000 to include 
direct. inveatunt.s in Austria . 

2. 'nl8 figure or ~JIIO,ooo,ooo ror pa.r value 
ot Gentan long term bon:ls awned in tbe United states 
baa been 1ncreaeed 1'rolo a previous eati.O te or 
$)65,000,000 to include holdings of Auatrian bonds. 
'nlia estimate would mean that present American hold­
inr,a of Gennan bonds arc about 50 parcant of tbe 
total 8J!!ount once awmod by llnericallll 8Jid still out­
etandiq. Some private students t hink that American 
holdings are ~:~ueh smaller. Dr. llr1nkmann, the 
contpet.snt Geman official , in d1ac:uee1on with llr. 
Reuben Clark las t June, accepted tho latter's figure 
ot $)00,000, 000, exclueive of o-e end Youne bonds 
on 'IIIlich partial intereot pe;ymenta are made . Ameri­
can holdi~ga or the lat ter are about .. ao,ooo,ooo. 
If the $380,000

1
000 total be tekel2l, the pre~~ent 11141'­

kat •al"" or ~zerican holdings of Ceman bonds woul.d 
probably ht scx::et.II1rls under t loo,ooo,ooo. 

) . ,. estimate or m,ooo,ooo or abor t. taro 
Gar.:an oblirations ""ad to Americana i a u ot fep­
t.acber 28, 1938, and ehOII'a debt reduction of 
t<?,ooo,ooo in nine ~ontba f rom a haretotora pub­
lished figure or .ll26,ooo,ooo eats..t.ted ae or 
December 31, 1937. 

4. The Gennan Government bonds held by the 
United Sta tes Treasury are exprassod 1n Raj ohsmsrko 
and there is no "ary good way to convert t halli into 
a dollar I!UIII 'IIIlich ean be entered into a tabulation 

6 
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or /zterican investment in Oel'l!l&l\y ae a tigure 
comparable with the amounts of privete invest­
ft'ont . The ru:tount of the Reiohemark obligationa 
was ori.c!inall:r eetablitibed by converting dollar 
tll'ounts into Reichm:arke at 23.8 cents. When the 
"eicbu.ark a."'IW\te are converted back into doll.&rs 
at the current exchaJIIle rat e of 40.)) cente, the 

1 1015,005, 077.36 total indebtedneee for coste of 
the M>erican A~ or Occupation ie equal to 
t 409,)51 , 547.70 and the 2,087,940 ,000 Reichamark 
indebtednese tor ,.·xed claims awards ie eqU8l to 
•842,<>66 ,202, there aztounto being about 69 percent 
sreater than the dollars which would have ~en 
poyable had the dollar not eubeeqllentl;y been de­
valuated . The debt &'(l'ee::>!nt provides ths • the 
obliJ!ations or Gor any to pa.y annui ties on ciJcod 
claims ~~Wards •shall ceaae as eoon ae all or 'the 
payn"ents contemplAted by the t et.tlell'ent of v,ar 
Cl a lms Act of 1Q28 have been complAted and the 
bonds not ti'An r atured evidencing such obli<'atione 
shell be canceled and returned to Oen:4117" . The >&lance­
doe I"'TJ'.(!nt Cor l'lixed claiJaa awards u or <•P-
teaber 30, 1"38 ie only U57 , 697 , &l. 57, but the 
eward a are i .ntereet-bearing and a rew new awards 
m11y atill be mado ao that the amount e ventually 
payable cannot r.ow he de t ermi ned. !'ore over, 
11s t.he Oeman Governmen t bonds held by the Cnited 
!'tates 1'reuury are non- intereet-tearing until 
t he re8p8ctive bond has teccre d,. and bas been 
d~taulted , the amount of the bon<h•, being a S\111 

ot Annuities payable .,.,er a lona period o! tuture 
year s , ie not directly canparable to the figures 
tor private 1nveetlronts . F"r all t hese reasons, 
althou• h the Tntaeury rrust lint &lllOt\lf its aseote 
Raichr.ar!< bonds o! tbe Gentan Coverment equi v­
alent to about $11250,0~0,000 par nlue at current 
ra ton of exchan.~e, • tabulation liotiluj tbio a::ount 
1n the """'" column with " 71),()('()1 000 ot private 
invesbtents would give a distorted picture. 

5. The bonda of the Austrian relief debt are 
alt.o non- interest-bearing M"'Jitiea, the accrued 
unpaid interest or ' 25,000. )) haYing been incurred 
onl,y by virtue or the l'.oover •·oratnriUJt arran~U"enta . 

6.-

7. 

7 

, 
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? . The $18,000,000 ntt.ate ot abort ten in­

Yeet.ent or Oeraaaa 1D the 0 1ted states 1e ae ot 
feptelli>er 28, 1938, and ehowe a reduction ot ~n~ch 
0.1111&1l aeeets ey $21, 000, 000 e1Dee December 29, 1937, 
when ther were estimated at $39,ooo,ooo, and a reduc­
tion ot ~,000,000 1D the two months atter Juae 29, 
1938, when tile estimate was $27,000,000. 

II . B"lance o! Paymente 

Japortant items ~ pt;yo:ente between the OnJ.ted Stetea 

and Oel:'II&D)' tor 1937 c.ay 'te tabulated u !oll011e, on the 

baeie of Depert!:lllnt ot Ca::erce uti&atee , 

Oeman 

8 
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Qtman P!JM!ta to tbt United statu 

1 . Purcbaae ot AMriean exports • ••. •••••• .•• • •••• ••• $126,)43,000 

Interest and amortisation or Gerun boads 

3· Remitted earninga o! .Moeriean controlled 
corporatione in GermaJ'c1 - no esti.mD.te 
avail4ble, probably very IINll.. 

4. l!ixpen41 tures or Ge= tourists on Ameri-

........ 

CQJ"l vessels or 1n the United States • ••••.•..••• 

s. &amine• of American shipping for carriap 
ot exparta to~ •••••••••••••• • ••••••••••• 

6. llov.ent or Capital . 

a. Increue 1n Gem4n balances in 

s,ooo,ooo 

?,000,000 

6,000,000 

American banks ••••••• • •••••••••••••••••••••• 7, 000,000 

b. Reduction of United States balancoa 
and blocked funds in Germany • • • • • • • • • • • • • • • • 40,000,000 

c. Gerrun purchases of American securities .. .. 16,000,000 

Total • • . • ••• . . . • • . . . . . • . • • • • • • • • • • ••. $207,343,000 

Am!r1can Pgymcnts to GermanY 

1. Purchaae of illport.s trCia Ge:rsany •••••••••••••••• 

2. Expenditures of Alllerlcan tourists in Oenoat1;y .... 

3· Expenditures of Al:lsrican tOID'ists for travel 
on Ocrcan vessels ••••••••••••••••••••••••••••• 

4. Pqloents to 0ermat> sh1pp1nc for tl'ei&ht ••••••••• 

Personal reaittances 

6. llovaent or capital 

Sales of German-owned securities in the 

$92,468,000 

l8, 500, ()()010 

20,000,000 

22,000,000 

s,ooo,ooo 

Vnited Stntos • . • . • . • . • • . • • • • . . . • • • • . • . • • . • • . . • 22 .000 .000 

Tot.al. • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • $1 ?9, 968 J 000 

e llost o! tbe el8, 500, 000 expended b7 Allerican tourists in aez-.. 
Ul1)' wu blocbd tundJI of .beriean bank& in Oenaany, tbe so-called 
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In t he case of shipping, it may ~ of interest to go 

beyond the fi.£Ures showing the p83lii8Dts ~tween Germans and 

A:lericans, and Jive 110re inclu.si ve figuTea as to the total 

earnings of German shipping in passenpr and !'re~ht tra!fic 

to and from American porta. Duri.n& 1937 such earnings are 

estimated to have ~n at least $63, 000, 000, itemized as 

follcms: passenger traffic, $201 000, 000 (estimllted expen­

ditures of Amerienn passengers o~); carao inbound to the 

United States, .;22, 000, 000 (paid by Americana); cargo out-­

bound tra. tho United States, ~,000,000 (about $1.5, 000, 000 

paid by Germans and about ;.6,000, 000 by oti>M fore18ners, 

not Americans 1 to German shipping pl.;y1nc to and !'rom Ameri­

can ports) . There would also be a ft!ff mlllion dollars 

spent by alion passenaers on these German linea for which 

no estizato ia available. 

'i'be figuTes tor invelltlaents in the first part of this 

JDOOOrandUOI have ~ bro\ljJht down to recent dates in 1938, 

and notes to items 3 and 7 therain show changes in the 

nominal par value amount of s hor t term capital investment 

between Deceober 291 1937 and September 28, 1938· No 

called •travelaarka• eatebliahed to liquidate the flmds of 
foreign banks ~on by the standstill A&r-nta. Such ex­
penditures did not provide Cle=alv with arcy current dollar 
exehan8e, but ..,,.~ with the ~~Cans of reducing abort-
tom debt of German a to Allericana. 

10 

Regraded Unclassified



-·-
..U.tu ot ....,_toe rr. 8ld.J!P1.11B, toarUt •ZJ•"'"t-, 
et cetera, clllr1llg 1938 - uail•ble. Illlr1DB t.11e t1nt 

tea -tba ot 1938 AMrioan e:rparte to 0erur1r nre 

$891 4081 000 aa ca.parec! With $99,761,000 durinc tb8 tirlrt 

ten aontba ot 1937J imparts nre $Sl1 3Sl, OOO, cc.pared 

With $77,:/!16,000. Since lla;r 6, 1936, our trade figures 

with Oe:rw&ey baTe included trade with Austrian territory. 

1118 tol.lOIIing table gives aonthl;r t14rure• ot trade With 

the ccwMned territory ot <lerwal\T aDd Auat.ria traa 

January 1937 through October 19.3<11 

• 

.. 

••riran 

11 
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&.'IC"ican !morts t.o !!!!! Imr>o[$:1 t:r<e G!mmv 

and Austria 

(In thousands or dollars) 

Exports lmoort! 
!2l1 1m. !2l1 J:2l[ 

JCU1111U"Y 7,562 8,984 8,043 6, 0?9 
February 9, 548 8, 546 6,713 4,402 
llarch 9,749 8, 653 8, 525 4, 664 
AprU 12, 624 9, 672 8,016 4,936 
llq 7,445 8,170 8,022 4, 911 
June 9,149 6,633 8,o6o 4,5)5 

Ju4t 8,103 6,4)8 8, 765 4,393 
A\l811St 11, 377 10, 743 9, 307 5,624 
Septoober 12,090 12,150 ?,873 5, 794 
Oct.Qber g,~28 10,166 s,m 7,28<) 

10 1101\tha 102,122 90,152 ~.1zz 52, 62'7 
NoYGDber 13, 034 8,640 

Decomber !!t,,212 2 .~ 
Yaar ~.,28 2i!.Ytl 
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Stat.ist.ica tor 19.38 tnde b7 c~t.iea with o.r-a;, 
aro not 711t a...U.ble. lioN& h .. 1 in the iJiportant C&ll6 of 

) 
exports or r• cotton, our export& to ~ in the first 

nine months or 19.38 were 214, 000 balee valued at 811, 392, 000, 

compared with 435, 000 bales valued at $301410, 000 for the 

tirat nine months or 1937. Fer the twelve months ending 

Sept.ber :lO, 19.38, the ri&ures were 5791000 bales valued 

at t31, 225, 000 CO!II!>8red with 687, 000 bales valued at 

t4 71 3421 000 in the twelve IIOnthe encll.J1I Sept.ber :lO, 1937. 

For tho 1'Ull year 1937 our cctton oxpoiots to Oenoan7 were 

valued at $50, 24),000. 

Other important Un1 ted States exports to Oen!W1Y 

during 1937 were copper (retinod copper $91904,000, old 

and scrap copper $2, 552,000)J petroleum products (gasoline 

~3,251,000, crude petroleut1 $2, 004, 000, cyUnder oil 

i.4,S40,ooo, lubricating oil $3, 440, 000) . Other export 

it.s which exceeded a value or $1,000, 000 in 1937 were 

in the order ot i.Bportance - scrap iron, scrap brass and 

bronse, tobacco, J)bosphate rock, carbon black, dried and 

evaporated fruita, industrial ucbinery, boarda (including 

planks, and scantlings) , sOdium berate, and aircraft 

including parts. 

OUr principal imports !r0111 Oenu.ny in 1937 were 

potash, $6, 668, 000J pal& kernel oil, 44,644, 000J - ... 

li3,372,000J 

13 
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$),)72,000; iron pipes end tubings, $3 ,1.18,000; wood 

pulp, $2, 788,000; !l}'llthetie alitarin, $2 , 537 , 000; intel'­

mediate coal tar pr oducts , $2,212,000; crude potassium 

sulphate , $2 ,107,000. No other itema reoob tba $2,0' 0 ,000 

tipure Cor the year 1937. 

14 
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I saw thh to the Pree1dent and he ltept 1t. 
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Fo--17 I , 1111 

r w-•tw M'· • Qerw ,..,.. 

It _...._ daW • .,., ....... !81 1118, I ec!YlMd JW 
til&\ I heel -fore .. • frMWJ')' Deoie10D 1h1Aa DOUce of U.o 
upoal\1~ of -t-UiAa nuoa oo oerv.ill iejlona rr .. o • ....., 
...sor a..u .. 101 of U.. faritt .Ao\ of 1810, 

, ... -\enla1llac nu •••• r.qoair .. b1 r- of L... 
..u .. "llu\er" t.l'oqeo\laea \llroollll ftloll \llo llill...V.Uoa tatl­
t.be Obi\ .. ftatoa of 41a\J.alllo ... -...u.. rr- o--., u fiDNM .. 
b7 -.. of ,prl- for ~ ,prodllo\a, ,...ua.larl7 oo\'-
•Dd copper. 

Io•••U&atioa of tbo ow-roftt op-tioo of \lie boner \nu­
aot1ooa lae M\letl. .. \llo frMI111'7 til&\ tbo Ooraa 0.,.,....-\, 111r 
r01\rl c t1Dc l..por\1, fb111& ioport prlo01, Hlulatie& \be .. \llo4 
of Jl011e& for iapww acd ooo\r0111zll tbo d1eptM01 U• of \lie pro­
coodo of po,...t, 1e b01too111& • w.J.•lll• priYU•• or IJ'OA\ 1a 
COODoctloo witb abOoa\ belt u. .. dl>tJ.alllo Ml'e.adiM apon .. trG. 
aera&7 to \be IID1 w 11t.o '••. 

0.. or al>aoit loY--.. u , ltU, JOlt rot.,..... \be •\tor to 
t.be A\toraq Gooanl for aa OVJ.ai•. AMI&\ DMoooloow 1.01 1811, I 
l OOZD .. Ula\ aa CljiJ.aiOO heel liMa o•IIIIUW \1 U.. A\-., 0~ 
tor •J.cDataro. I .. llao 1Ato.,... tll&t U.o .Utorta-.7 ~ .._ 
ail' .. to Iliad tbo opiaioo to 101a ~ooel17. 

0.. 1.-17 !10 18180 l 100ZD .. \Ill\ \lao oplaioo heel DOt 
be• doll.-.. t.o 10• boat •• 'bat..c ... will .. 1e \llo ~pu'-t ot 
J .. auoo o1\ll a _.,..._ 1a t.llo tUo 11011DI tlliot eo aoU• ill U.. 
eo\ tor •• nqoir .. a\ We U.., 1M& oW r • or tllio\ tllio IM\o 
~~' hii•W \bat \lie oplaiae ba wl\lllloU •Ulllr. 11Ulll01 
roWnl .. rr- a......,. 

Regraded Unclassified



Q 0 t I 
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Cw\erw" lac Dld.1t• • Qtnen rm"" 
llJ -aacNa da\e4 lo.uNJ' 281 18181 I e4wbe4 70U 

\bat I bad betoH .. a fr'•&ui'J Deohloo chiq oot14e ot tlwl 
lapoalU oo ot -t.enelliq aou .. .., oerlah ~rte tr .. On-., 
WldW leoUoa 101 ot tlwl Tarltt .Ut. ot UIO, 

fba -teM&1.U.at ""Uea are J'tl<lo&lr .. 1>7 .._ of M ­
...Ue4 "baner" t.nwlaae U oaa t.llrov&ll wh11tb the U!pon&Uoe law 
tba llll1t.e4 ftatoe ot dutiable ~· troe 0.-aJ b flue ... 
by -• or pr 3 3 prl., .. tor .. .naa pndllet e, I)U'Unlarlt ""• 
ood copper. 

::.o 

Illw .. UcaU• ot tba OU!'HIIt opwat1oo ot the baner \rUia­
a cUolla bea M\l at1ed tho !rouury tbat. tba Oei'MA 00'1'.-t., 1Q' 
r .. v tc UGf 1~t.a, t1ll1~a~ 1ej)OZ't pr lo .. , replatiq t1oa .. \bod 
ot l'&liAa tor ieporte aod ooo\rOlllllc t be 411poa1 u ... ot \be pr~ 
eoada ot ptt,:r-t, la b .. t.oeiq a ftJ.uable 11rhUoce or craot. 1a 
eot>Deetloo el tb ab!Nt belt tloa dutiable eoreMM3 .. apor\e4 troe 
a- t.o tbo o.uw 11\atoa. 

Oo or ab!Nt lneeber f8, 1881, 10• Hlwnd Ule •twr t.o 
\be olt.~ O.Oenl tor ao op1eloa. Abo11t DeeeaNI' 10, liM, 1 
l&an~e4 \bet ao op1eloe bad be-. aellalt.W t.o \be Ut.ontay Oeowal 
tor •l.Fat.ve, I .. alao 1ct o ..... \bet. t.Pae .t.tt.oro_, Oeowal d.­
lire4 t.o beed t.Pae op1eloo t.o J'Oil paraooally, 

0o 1.-q 11, u aa, L l&an~e4 \bet t.Pae op1Dloo bad ""' 
be-. dalhw.. t.o 10• blat •• balllc rate1ce4 1a t.Pae Depu-t&Mit. ot 
l~~&Uoa eiU. a _......_ 1c tlwl tue MJ1q \Mt. eo aeu .. 1a tbo 
•tter •• J'tl<ll&ir .. at \bb U... lola eUl r bor \bet t.ba 1\a\e 
De..-n-t •uu•W \bet ta.. op1eloa be elt.Paloald •Ul ar. llabl.• 
.......... rro. o-. 

1141•/ep J/t/)1 

-
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to baft '"- p&.W • ........... .-1w •on'-"- ,__.. I• 

0,.. tM •VJ' tv W'IIIIIP\l• - 111\Wnw.l hoe _, ' M 

tor ....... u.., -- o.tW' .. ..., .. u ..... \0 or tlllo .. u. ol 

,,.Uolllo - b ,., .. lllper\04 ~ or \llol~ rr- 0...,, 

~ IMll lie ..u..-.. Sa ... 1\loa \0 .., ~ ...UOO ..U.wt 

- .. "" .... \0 ..... ..U.\ot -'- Ill .. '""• o\ ... ... 

ot •• ,_ _._ ot \1M Sa poo w.l.llo • .,.... u~u. ot ..vioo 
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tllo -- ot ...,._\ tor tao podo ollall. lie ropoftot ~ ... Sa t 
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Replied to on 3/ 7/ 39 
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Bepl1ed to on ~/10/39 
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• ,,,. ...... c. 

Hanorabl.AI Jleney llorpnthau, Jr. 
Seoretary o! the Treasury 
Waehincton, 0 , O, 

1:;' clear Sir • 

llt.rch 6' 1939 

~ing the put ,.,.,k I ba" been b<abardecl with inquiri.u and proteete 
!l'Cil pereone 1n rq dietrict with re!erenee to a n..,a story o! Jl'ebruar,r 
28th, which ,.,. atory baa lecl t.ha to believe that the officiela o! 
tha Treaaur.r Department o! the Unitecl States ban deliberate~ cantr­
vonecl the lAin o! the United States to expedite eh1pc18nta o! nr IIIWli.­
tione to Gemany and to make possible the delivery into .Aaerican 
markets or surplus Gellll&ll II&IIU!actured goode at total delivered coste 
which are not only leas tban our coste o! production, but upon 'llhich 
the Geman Gow~nt or those acting !or it hD.va paid a bounty contmr.r 
to Section )0) o! the Tariff Act of 1930. 

I retllaed to belien that there could be aey foundation for such chargee 
and eo stated t o s .... eral o! those who contactecl 110 untU there na 

.. -. --------
25 

delivered to .,. a COJ>7 of a letter under data o! li!a)' 24, 1938, 1n which 
Honorable Francie B, s.;,re, Aesietant Secretary o! State, raters epec1.fical-
11 to th1e a1tuation and state& 1n aubetulee that th1e Ul.Aigal be.rter 
contri vanee will be stoppecl onl::Y 1dlm1 tb& Treuury Depart.ent ' a releaae 
ot December 23, 1936, with reference to countervaUing dutios 1s reTOked o 
1'1>1 fllll content& o! the letter above-ntionecl are as !ollotn~ t 

1 I thank you !or ,-our letter o! llq 6, 19)8, with 
re!nenea to the illlportatioo into the Unitecl States 
of tinael lahn !rota Germo.n;r under eerta1n krter 
proceclures 'llhich bave been developed. '!be questions 
tbat seem to be involved are wblotbar the tams of 
such barter transactions are such as to constitute 
subsidization within the ..an1ng of Section 303 of 
the Tari!! Act o! 1930, 
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•u I 1ndic&ted. 1D -:r letter to 7'011 ot October 
29, 19.37, the adll1niatrat1on of thil aeoti.on 1alle 
within tbe jurl.ediotioo ot 'ttw frM•UJ7 n.p&rt..nt, 
and requeate tor the cancaletion of tba Tree•UJ7 
Departlllent1a releue ot Deoeaber 23, 19)6, or tor 
tba 1mpoa1t1on of ootmtenailing ctutiaa, abaald be 
addressed t o tbet Departaent. In the cirouutanoea 
I have talatn the liberty ot reterrina: ~ letter 
to the Secretary of the Treuu.J'T tor appropriate 
attention. • 

Sincerely )'OW'S, 

FraDcis B. ~ (ai&Md) 
Aea16tant Seoreta1'7 

For your illto.-tion I am enclosing herewith a CO)))' of a letter received 
trail the J. . c. lawrence Leather CompaiQ' ot Poabcd:r, »assaclmae tte, one 
of tba many prcteate I have received. 

Wbilo i t 16 true aa Dr. Sayre in h1a letter 1tatae "the questions tbet 
aeeat to be involved are wbat her the tenu ot auob barter t ransactions 
are aucb ae to constitute aubeidiaation within the meaning ot Section JO) 
of the Tariff .let of 1930"1 tc &IV pareon wbo oan read Engllab t.b1a 16 
easily an...red. 

26 

On bebalt ot JVaelf and CIUV thousand& ot paraona in llaasachuaetta wbo \ 
baTe been deprived ot an opportwlit:y to p~ •plo,_nt tor workers in 
that State, I 11011t apbatieall7 protest againat your ~nt pemittioJ 
tbe cootiaua Uon of a practice which 1a not onl;y illegal and very haxlatUl, 
but wb1cb Uleplly and only tbrou&b tho connivance of Tre&aUJ7 Departant 
otticiale deprivea our Govenaent ot 11110~ revenue. 

I sincerely trust that the conditionl coonplained of b7 so m&IV have been 
corrected. and it not will be ,_diately oorreoted. either by Treasury 
DepartMnt ofticiale or b7 leg16lation enacted. b)' The Congreas . 

Trusting thet I 'lJIIQ' be favored with a prompt response tc t.b1a inquiry, 
I u , 

Very truly ;youre, 

~nc"e·J~. ( 
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A. C. Llii'BEIIC! LE.l TliER CO. 

Peabod;y, llusach\l.lette 

llllroh 2, 1939 

Honorable Z.wrence J . Conner;y 
House Office Building 
Washington, D. C, 

Daar Sir: 

Aa ;you .. ,. suppose, we were .. ry ... ch aat.CWlded t.o read the 
news 1tea b;y ltr. Bernard Peterson 1n t.he Boet.on Tranecript. of February 
28th about the atepe wb1ch have been teken in ll'&~~bin&ton, without 
publicity, to eliminate counterva111ng duties on a number of Oon:oan 
producte, including lea ther. 

Thie develo)lll!ent will hav<> a very seriO\l.l ertect on the 
l eather industry in t his neighborhood. Tbe competition of subsidized 
Osman leathers baa been a very troublesane thing for us anywa;y, because 
it baa teken many foreign markets which ware at one time open to 
American leathers , About these foreign oarksts we are, of course, 
powerleaa to do anything, but we should at leaet protect ourselves at 
hOIIlAI, and no pel'lllit those subsidUed laathera to teke awa;y aey more 
business, and consequently employment , 

We protest very strongly apinst thie recent developoent, 
and tb1nJc t.he whole Etter should be gi .. n a thoJ'Oil&h airing, and that 
s teps should be teken as quickly as poaeible t.o restore t.o our indW.try 
t he protection or the counterva.Uing duties. 

Ver-; truly yours , 

A. C. LA'IIRI!HCB LEATI!ER CO, 

(signed) Harold II. Goodspeed 
President 

27 
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Hon. K.nq llorc•\IIAu• lr, 
Saorat&r7 or the rr .. tur.r, 
laobiDcWI>, D. O. 

117 dear llr. S.cra\I.J71 

tor 1 

llarob l , ltst 

I dlo1ra to call to 7t:JaZ aucuO. .., en1cl• ~,....l.Jic 1a 
\be Boo too franocr1p\ tor r ... lld.t.7. '•bnlar7 k8\b, 1A wb1cb 1\ 
1• oW.tad \bat \be rr .. -..rr baa qvJ.•Ur Llld aecnU, •'broc•w.t 
tho co•'-lliac duUoa wb1cb prn1ou.el7 baYI liMn uaooaad 
cdar oecUon 10$ or tlla !uitt .I.e\ q&lAI\ oer\ala aubeidiaad o,....., .xpono, fbo &n1cle 1Adioatoo t.hat. ouch o_oUOD •• taken 
in llocMbar, l S8e, At tlla 1Aa\aac1 ot OoJ'IMD 1At.aroota, Llld that 
Ut.Ua it &D7 publicitr .. ciYOD to the a&~tt.or. It. appeara t.lla\ 
tho t1rat. nou .. ....., ••• kclLIId 1A~trila bad or t.11a uranc,._ 
aan\ -· their dii~Arf O! Oe....,. coodo OD the .l=orie&A 
aul<o\ at ucapU oaaUr low pricll • 

.t.ccordllll to rq un4arot.aDdJ.Dc ot tha pro.,ioiono or aecUon 
SOl or tlla far1tt Act, tile 'trNIUJ7 !lao no d1ocroU oo bllt to 
opply tb" oollDt.-U!Djl d,.u .. wboonar o.rq collD\rJ, pN'oao, 
par\narlblp, oosoc1at.1on, oartel, or oorpor ot1on pe71 or boatowo, 
d1radU, or 1nd1raoUr, &D7 bowlt.1 or arant ~~~ tho ~~aallhct..ra, 
,>roduotion , or oxpor\ ot gooda, and lllCh coodo era '--Parted 1Ato 
t ile GoUld &i.ahe. It dla Allq a tiona coo~,jo,lnad 1A tlla DIYip&par 
article Arl \rue, i t would ap;10-r thot tbl ! roAIUJ7 11 no\ 
carrrl.Jic ""' 1.11• plA.lA -....lata or 1.111 a• 1A ._ ..... 1111 coun\ ar­
Y&UJ.Dc dlltill q&lAI\ cor\A1A Oa....., u por\1 to t.bla COUDU71 

and 11 l.llarob7 caual.Jic .t.aariCAD iD&latrr aad lAbor to bo aubJect.ad 
to Wl!Air co.apatiUoo in dl• do.M1Uc -.rkat. 

In a eaparata uUcl• 1A \be frADocript, tllan ap;.01.ra "' 
diopdcb troa ito ta~tao corrllpODA!Ct 1o41oatl.Jic t.hat. \be 
fri UUrJ -· la!Mdl.Jic 1\1 &Ctioa OD t.Jia cr0\1Dd \be\ the priYI\10-
borl.tr 11lbel<l7 aotbod iDYOlYad did not •- Yi tbln the j)llniw 
ot IIOUOD SOl, Ill.)' l &1,"/ in tbla OOIIAOCtiOO that bo\b tba 
ut1clll to obloh I ban referred 1101Dt. oat that tba Gar-an 
OonrlliiiD\ h diraoUr lA'IOlnd lo \be oubal.47. fba utter ot 
t he two coo\aine tblo e\1.'-\1 

lfbo o ...... Qn,._, baa t1111 rao1Utill tor 
11yl.Jic 1U ezpor\1 to \!Ia Ual\ad 1\1.\M a oooOMl.S 
'""-' nba147. hYval ,.._. ... 0 \Ill o ...... 
0.,-\ torc.S 'bodiAau Llld 1Mu\J7 \o ra1H a 
j)ll!l• ..,.It filM Cor \be hbeldiaU• ot t or&S&a 

~. La\ar \Ill co.-' 1\lill cOII\1"1""'-' a 
pan ot tile abeJ.q. • 
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,,,, -.... ~ ........ 
a. ftH\ .-tlalo a.••• " I .,.... ... llll!M L au.rr, ., .. ...,. ..._., CllU, .. ..,S.,• 

·- ............... ., .. _ ....... " 1a 
pnnloo a 41-' ~ tna 11 to tO ,_ _,, • 
- -., ,.._ \lao Uo\ prioo, IIIIa '"' prioo 
oooo111l• lo eot ..rrlolOII\ to oMo1a \lao llou1aooo, 
t.M Oo,_. .......... -., ._ dbM\17 .Uil41 ... IV u 
M41\loMllO "u par--· --· lllqllr\lrl-all .... \0 r ..... priooo abroad aDd .._.... loo ... ~ 
\lao "fO\rlo\loa ol ~ -... ftloa oro ~ 1a 
\lie twolp Ml'lto\ \11M 1a lorUa, aDd ..... \lao; ..... 
_,.nora .U0 0 ,...tl\ 00 ..U *!ell II I rM\eo \lila 
tw \lie loll oa ---..uoo .a;por\14. hnllonoro, \lao 
o- 11o- ., tr...-\11 pqo ""-" .. w ......... eo 
.. \o -111o •ell ...,...._.. \o ... .._ ~ pl'ioN 1a \lao 
liMrl-...-ko\,• 

lbe\Mir \lao •beUJ u tna ; • .,.~ or pr1'Nh ua ... , 
or bo\111 aDd wllo\Mir 1\ be 41rec\ or 1D41roe\1 U wollld appou 
ti'N a roM.lJIC ot oM\1oa 101 of \lie farltt Ao\ \lao\ Coqreoo 
1o\ ...... \lad ... ~ clu\1 .. ·~1114 ..... eel . ..,._ . .. , 
,...._oil .. ftola d1a\1eo llaft P'ni-17 'M• oollM\ed1 1\ 
··- \0 .. \lao\ 1\ 1o .. \0 \lie , ..... ., \0 •• - -
011o1a ••'-u'•• 4.U .. llllnl4 DO\ be -u..... 

1 .. oro ot -" ta.llol' wl\11 \lao ....... oancq qo\oa 
ot h,..7, _.or w!Uola 1\0 oo coJ!ed 01AlluMI .no• - oal.7 
be .... " -., o- ,..... I\ 1o ., ... rt.,., .. ,.._ \lao 
tire\ • ....,.,.. ar\1al.o abo9..-U..ed \lao\ u laUrM\ 
01111o.1.47 oa o- w; w u be1-. ottoo\ed IV pq1oc 1a 
1al.ae' .no pri ... '* ~ oo\\oa1 ooppor, aa4 oll 
wlalell Uo II,.._, alono tile worlAI oorb\1 u4 roq-alrl'll 

1 C" ol ....._ ;ndM\o \o IIPODd \lao 1aUe' 
1w ..... *1ell oro .. ~u, • a trt 1aw 

\lalo -v, u4 ..U tv tor 1o .. \boa \lao td.r -.rita\ wal.ao, 
to \lao I.VS..\ ol a-l'iou .,. 1 Ilion of ...,nl\1wo ~. 
CloorlJ ow u iaUrM\ •be'CJ .. \laocl u o1\ldll \lao parwlow ot 
\lao -'-111'11 ft\7 pren,.UU ot ooo\1oa 101, apf oor\o1ol7 
1\ a\ looo\ - w1\la1o \lao parwlow ol \lla oo\1..ft111Pl•1 art, 
ftl.ala .. ,.- latoo lapooM a opoolol clulllllt ft\f' oa torolp 
aoo4o lllftr\11 1aw.,. ..u 1a \lao llll1\o4 ...... a\ 1 ... \laoo 
\llalr lair 8Utlo\ ..alu. 

I w.lAI Ofprlltow U liJW wal.l P'" No o\ ,_ 
.... u .. , -·cal-· 0 N1 ·-\loa ef \lao'"- 1'0 oo\100 .......U.. *11 •\\or, ae' \liar.- oMta\o \lao -11v lw 
• t( ' ¢'11 a prhU .. o4 J'OOWa\loa torooll7 oalli'll ..... 
'" ,., _. w-u... 

,..., tnl7 JOWO, 

(l~o4) AU• t. h..._, 
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IIDIIJWIJQI JOB 'IU ru.at DUn 

, W!!''''' DtU.•• • 'k= '; Pt t eM 
IT _ ......_ dated lo_.,.,. 18, l llll8, I ..sn .. d ,... 

tha\ I bed ber.re • • a ~ DM1noe Ciri!lc aoUo. or the 
1apoa1tioD or - t.uwil1Bc l!uUea oa oartal.a iaporo\8 ~ 0ei'IIUV' 
UDder' leoUoD !0! or the 'tuitt Act ot 19!0. 

'!be -tuw.111Bc <!DUee are nqu..J"ed <1 ....- ot -
otJ.led Obenn• -oU<lu tluollih w!Ueb the iaporot.auoa 1ato 
the United St.atu ot <!DUeble aarobu41M ~ Oei'IUDJ 1o N•eMd 
b7- or ~- price• t or cert&ill produo\8, puticular'ly oottoe 
&Dd • pper. 

IDftaUca U oe ot tho cunllllt opuat.ioe ot the barier -
acuou hu MUatied tho 'INa&lrJ that U.e Gueou> Oow.....,t, b7 
M&tdeUec iapor'\8 1 tUiDC ieport pricea, roplaUq tho eetbo4 
or pay1D& tor iaporo\8 ...S -u.lliDc the dUpuiUoa or tho pro­
CO..Sa ot ,.,_t, 10 beat.owiq a ft.Lubl e pri'Wilo&o or -t 1D 
COPDeoUoe nth about halt the dutiable earoh&Ddl .. OZJ)Or'ted ~ 
Oere&IQ' to tho UD1ted 8t.aua. 

0111 Or' about lo...OU 28, lli!S, you reteJ'hd tho eatter to 
tho Attore.,. C:..ral tor an opillioD, About "eoeellu 1.0, 19!81 I 
laanl..S that an op1a1oe bed 'bfle au bal. t ted to the Utoney General 
tor a1pature. I wu &lao intoned that the Attoreay Cet>eral do­
aired to bud tho op1n1ae to you por - • ll,r • . 

oa lazJIJIIJ"f 11, 19!1, I lean~ed that the oj)J.Alon bad aot 
bee d.U'"'red to you but ... be1Bc r a tal.aed 1D the Dep&MeeDt or 
lutice nth a -NDCtue 1D tho ru e eayi.Dc tha t ao actioe 1n \ho 
eatter wu requ1.re4 at th1a ua.. l ou 'Will ..-be· \hat the St.at.a 
Oopon.mt auc& .. ted that the op1D1oa be 'Withhold uaill lr. ~bl•• 
ntun..S ~ G&ft&D.T• 

HC/EB7/cp ~6/&i 
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• • • 1' ...... '· ltll. 

I lane,..... leU• ot llaHII 1, ltlt, "'.o•Uac a o\et-t 
wt• nop"t to U'tieloo appe~~nq 1JI-. ... ,,. '--ipt te:P 

, ... ..,. •• ltat, ~D,l .u .... -~······ .... ·-lac ...,._.,_ 
ottoouaa ~~· troa ca-:r to •• Olatted 8tateo, 

Ill• ~ Depo-t .....- • t ll )'Oil \bat u 11 .. ao u .. 
o ... uoa bat to ~Jll7 OOIIIIt-111 .. ltoUoa uall ... 6eoUon ~ ot t~~o 
taUt Aot ot l tliO *•nor tt 1o aotlat t e4 t bd _,. '-'7 Ol' .,._, 
h aiel or 'lloeto- 411'.etl;r or 1a41rootl:r 11poa tllo -raowr., p1'0-
tuot1oo, or OX}OI't or aoou 1apone4 1Jito tbo 011Hed hat .. t:lllell •­
oU,Oft to replll7 4uUoo ad• Uo tOI'itt An ot 1130, 

"'" antol " 111 --· ...... f'haoo:r1 ' .... :rov lo"u . ...... . 
tbal o- o:xporto to \lao Ulaited 1\ateo .... bolft& •llolclhed lA tloroo 
OIQ'II 

1, 11:r oub ; ._to to IOij)OPteJ'o II' a a tuacl o:rtataal~ 
,.,..,,.. II)' to;t'Oo.! oo=.\:ributtou t 'l'l>a Oo,...... buolulo and tMutry u t 

lahr •tJOMM ll:r eoatrilMIUoaa ~ tba oo ..... a., • ..._,, 

I, IIJ' Mloo ot 0_.. ..... bud1oo l1l t llo Uaihcl Stat .. U 
r daae4 l'l'looo o1 t b p8'n1Ulct\ to of toot tbo l>~loo rotuaU oaa t brolllll 
\lao .,....llo.•• o t 0.... lloAcll aata141 o IN •r -.4 \ll.oll' oalo l1l o ..-...;r 
at a ri"''fl '• 

3 . l!;r oo o• lle4 ~ano1"' treilha la .:>lob lto. ono to to o.,...., 
.... oolt o\ pri ... abotoaUallr ello•o tllo worl-l'lro\ lan l , o4 \llo 
t\\ncl h r l 'focl f'r<oa euell • •o• aa...S to uPo,. .. c....., c oo<la llhl oll a ro 
oolt otter la:"Ol'MUoa tato no 0.1\ocl 8taua ot tar lou til,.. Ud.r 
Ml"k•t -.. ' ue. 

Jlwtdelll ti>1'03U saU0111 ocndt~otocl lll 001'!<0iJIT II -.eu ot \bot 

""-aJ7 baft aot1ot1o4 tllla Jlo)>....-t tllot oull .Uoltl•• t.rua • hat 
llailt 11p l ll dor o Oe=...c l n &f' ~o'l'ocl 1\1111 181 lt~, .,.,.. ;;&14 la O<>:laoo­

Uoa wltll uo ~auaa ot Ge.- aoH• to ..nata eoutrloe, bllt toll ed 
~ • •"-blhb t.b-.t aueh rq&ftU ... ,.. aadt oa ur dtren or tadtr•n •• 
~· \o tbo U.Uocl stuoa. Vater tate ot Jloo-.. I, 1110, \lao QQMa 
0Wo-\ p'fO t o- 1 &1<11,....00 t O tile l1Ute4 • taUt. t h• t lllall tu:Aea 11M 
an, •4 'IOul<l aot , bo n&M \o ptoiiOh -"'• to tllo llaitocl lite too, 

._. pPOOoftnO &oll • • .- clooorl ll.. la t» uuol o" ..,. 7fJIU 
l ot.., , _. 4h ouvero4 bF 'l'l'olu.-ur.r 1a'f04U &aUoca , u4 t on:>ed 111 paM 

• 
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• I • 3( 

~ • ...U tor \U tr .. ...,. •• oo•~ clll\J ordw -caiaet. Oor-.a 
aer•Mn41H t.n .. OD hiM 4, 11111 (f.D. UNO), lllldw ate ot .6ecut. 12, 
11111 \U Genu Go....,...\ con ott1o1el aallllftlloo to \be Uai\ed 1\at.oa 
tbat it bad eull• -~• to \be ottoo\ tbat Doitbolr \be - ot \be 
aorip ud ~ prooe4ve wUl 'be pwait\ed, 1101' wUl tbe pqMat. or a 
public 01' prba\e preai• W nba14J 1 01' tbe ... of o~ Ool'MO Olln'tJ101 
tmd roiobn&rlta fl'eel1 cooftl'Ublo iato toraip INI'I'....,I or roicbearka 
froalJ llWi .. blo lo Go...., 1 llo &llond 1a CCIIIDOOtiOD oi~ ~. diroc\ 
or I.Adiroot uport&UGil ot dutlob1o ioodl troa Gono&JI1 to tbo Uait .. 
Stat .. ot .tao rico, oo tor •• aooh export& tiOD \altoa plooo or -.q talto 
placo oa ~· bade ot asr•-te wbiob were conclud .. oa or attar .lQcut s, 
1936. 0 

On t.bo boob ot thia ueuraaco, ~· 'l'roUIII'7 llepartout 1a 
'l'.D. 4M79, of .UCUt 141 ua, 1ae\1'114W colhotoro ot ou\ou tlla\ 
ootloo\ed co-..--111aa choU .. ao .. aot be collected oa .... obuclioo a­
ported troa GoJ'M117 11 t bo colloo\or CODooroed wore M Uatied '1>7 do­
oonUI'J orlcluoo \bet ~~ oontroo\ ot purchuo or otbor asr•"-' pa.r­
JU&D\ to obicb ~. cooclo nro ex~ troa Oo1"110A7 •• oo\ered toto at\or 
AQ~~uat 21 1911, lloclor U:ie\101 iD0\1'114tiODI1 COIIDt.vftlliOI du\iel -.q 
~till be applicable to \bo olaa aoa ot Goraon .. rcbaDcliao apooitiocl 1a 
r .D. 4WO 1a tbo obluc o ot Mti1tactor7 nidoaoo \bat. \boir a port tr011 
Go%'MA7 •• pureuant to ..., acraoooot ontored iato after Aucuat 21 19!6, 

Cont.ic-.1 1anet1cot1on boa tolled ac tar to oo\eblieb ...., reooat 
i1111to.Dco io wblob t.bo .llltt-Dapilll .&ct., 1~21, ebollld 11o applied to ioporu­
Uoao troo GOl'll&ll7. l1 s '•c ordara aro now ooatehncltnc a&ainat GerMO 
t!Nab tacite ud rlr• t011cilll ot certain cloocr1pt1ona. r , D, ~615 •114 
r . 11. ~1211. 

In tho t all ctf 111!61 .,......._ requoah ""~'" rnoiYed tr011 AooriCIII 
illpor\ OI'I ud axport.oro ellr &d'f'ioo &I \ 0 \bo applicoblli \J Of COIID\Ono.ililll 
dutiel to •roba1141ao ioporW trooe Goraoar pureuent. to 'Nrioua orro.nc•oot• 
doocrlbed 1a tho requoota tor adrleo. In n ... ot tbo YOlllOO ot tboeo ro­
quoet.a, tbo 'l'r•IIIJ'7 lloparto011t. oo Doc.Uor 251 l~~U, lleuocl a proaa ro­
loooo auaariailll aortaic ot ~· prniOII&l.Jo-ucla nU.illl• bo>ldin& tb&t 
cortaic prooeduroa 1a co=•otion w1 th i oporto troa !iorOOoiiJ wonld DOt 1D­
..o1n tbo pa,..nt. or beatowo.l. of 0o11J bol8lt7 or &riD\ YitblD the purrl" 
of 8oct.104 &Oil of \be 'l'arilt Act.. ! bia prea e ralMae Ml cino o1clo 
jiV.blic.it.J. O..o ot tbe proceduroo Dot 1cvolYiOI a bo1lnt7 or &riDt •• tbo 
po,_t of t.bo purobooo price of ioport s tr011 Goraoar 1a wbole or lo par\ 
wi\h t he proooede ot tbo aalo in GorOOoiiJ ot aaroboocliae exported tro• Ulo 
United Stl\ea, prorlcled tbe proa.eda eo 111ed wore coot1.......U, ooaed by \be 
peraoo tor obolo actllal occO\lllt tbo .... rill&Jl aorcba.ncliae wao oold 1a 
OoX'MAJ ud t.bo GOJ'MD cooda ·fti'O purcboaed 1c tb&t C011ftti'J, 

flae -c•t.a ot \be frMalli'J llaportaont. otot.ioaecl 1a Cor81DJ• 
•• wall eo cutou ofticora 1a t.bia eoct1'71 bon 'beoa ODd aro elooalJ 
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•rt'etsl'l ........... .ta ••• ttsrt- ..._ te u., tM ••• rtsnt 
I UJW ............... -- 1 71 .... , 1111! ,_ Ia ........ lt 
.......... ....._ •• .._. .... ..,u • .u. or~ •. .au ,.._ 
... , .. or ...... "- 1awo. ,...., .. 1 •'* ''* wtU ....a ... -
... -.....~-. ... he • .,_.,._.al••t-dW .... 
- .... "' .-. um1111n•• sa .,...,..._ te ttt •• ...-us ... 
piO'IUl_. ot ..., "-- te .. e,..SIIl ,,_.._.. -so "II , .... 
a• ..... 1-\riol oa!M Mn ...,... I llZI'I eoat~~Jl •• - ,._ 
.vtl\l_. • o 11. I - Gal¥ -... ,.. \lat till ..,........, ll 
-ta••' l:r ...... - otrorto te 11\ 1111 \M too\1 ... JUt 11 
-u, ..._ ... .,s, .... 1.- ~tl:r ... taU•:r ...... ,.... 
of •• oltu\l• u taa.r ... toftlo,.._ 

...... 1.7. 

(~··· ...... -. ,.. 
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(Y.L , 

ip!Q,JM Filip Ql M C 'D m 

loUM or eoawrft1.11al .. u .... '- Ia; nt ........ u.,. JO,, 
!arf.tf .&8\ of 19JO, '-' .....,. ot * ,.,_, or -.\owl ot e )Doa\F 
or.,..., ...- * .....-u .. ot ....wu ..,.., ,,. o.......,. 
CoUM\on ot ClutaM 1.uVu\ecl to -• 114' Utlli•tt• ot •ViM 
oonrf.., d11\lallla bipol'\8 troa a...., ..a \o .U..\ HU..W 
a441Uoul CluUee 1a Mnaia ..... 

!0 Q)LLIC!OM or ~ AD Oftlll 0C ; 

!Joe ..._•ilia I'Meip\ or iato.-Uoe ~-. opera\tae 

or eo wUet ._ner" tnuaou- \lll'o.P llldth \be iapenaUae ia\o 

\be 11a1W auto. or ..... IIMdJ. .. tree o...., 11 ,. .. ,.., "'- ot 

preei• prioee tor certeiJI proc!olcw , perticularl,r ootwa Uld oepper, 

wllloll .. u.n .. \be llllruu tllat IUob tran .. ot1ooae im'ol.w t.be pqMDt 

or beetowal or boiiPuu or ~~HGW w1 \b.1JI t.be IM&Dina or a.ouoa )0' ot 

\he Teritt .&ot ot 1930 (o.a,c., Utle 19, .... lJO,) , 

.&eoorcliJicl1, IIOUOD 11 berot.r aiYeo \bet Cluuelllo eerobaD41,. 

1Jiooo..W dil"PCtl,r 01' 1ad11'ectl,r troa 0.r.IQ'o wllloll bee bMD 01' ellell 

be •«M~uireCI bJ or tllronab \be d!epoaal or o\ber proper\T oe • prem. ... 

beaie (rec....U... or t.be eb&ruter of euell ot.ber proper\7 or of \be 

•t.beel or- or e~~oll d!epoeel) , u •wr..s ror ooPPIIJIPUoa or n\1>­

...._ troa .......... tor OODPIMIIPUOD arter \be expiration or tiU.J'V ilqe 

after \be pulllieaUoD of \!Ue Cleoie1on 1a a weltl,r 1 .. u. of !WJORr 

DICIII•, will '- 111\JM'\ to --. N~M•\ or oowawl'ft111na du\lae 

equl w tM .. , _ _. ot Qf' boe\7 or pa\ 4etere1MCI or .. u-w 
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·•· 
.......... ,... ............. ,-. 2 k\loa!Nalw , • 

.,_ ._ •UF fw --•"- • wUWrawl ,_ aat'lt 11 

._.,.~1•- ' "" ~ dlra~ w l.llollNe\11 ,_ Genurt 

u..re abaU 'loe ..u.ew 1a ..sdi\1011 u.., eu..r 411\iee .. u .. w 

.,. deUnlllled .......... u-w ••wl"ftll1ac 4•'-1•• e \ \lie ..... 

~ ................ elleU ...... ~ ud \1M l&ne ••• ., ... 

u.. - 11 ~1. rw u.. .-sa eloaU 'loe ,..._, w pn~~p~ ... 1a 

Mlwu..--. 

APfiUUDt 

I 

\ •. 
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41 
R~ PROPOSED COORT&RVAILING DUTI ES 
AGAINST GERilAtiY 

l.h>rcb 6, 1939. 
4: 25 p .a . 

Pr&sent : 

h •• • Jr : 

Gaston: 

~<bi te : 

11. '4. J r: 

r.lr . Gast on 
lolr . 'I• bite 
tAr . Foley 
Mr . l.:air ns 
Llr . Johnson 

Gent lemen, 1 1 m very aucn dis turbed . I can ' t under ­
s t and this thin~ . ror four mont hs I 've been a~vised 
by t ae Genera l l.:ounse l ' s of f i ce and everybody else 
in t he Treasury tnot ther e i s no if, and, or but 
abou t t his ~uestion or i nvoking count erva i l ing 
duties against the Germans on t heir met hod of doing 
trade . 

And I a sked you ( Johnson) yester day a t t he bouse i f 
t her e i s any qu.estion and it I !lhould go befor e a 
Congressional Co~nittee on it . ¥ou sa i d i t was 
unnecessa ry; you l eft me with t he i mpr ess i on t ha t 
t here wasn 't even one percen t doubt. Now llr. Gaston 
gets the impr essi on tho t you have some doubt. 

>'lell, i.lr . Secr e t ary, Nnt.t I - the impr ession I 
go t was tlu!t all of this gr oup thought it would 
be desirable befor e we put i nto errect the counter­
va i ling duties , t o get some additional pr oof from 
abr oad , f r om llay ana from l1a1t . 

¥ou 1 r e not incl uding me . .. aybe I ' m .••• 

Now, nobody' s t old me t ha t . This t hing h&s been 
befor e me with n posi tive r ecommenda tion for f our 
months , end e i ther you 8eople know wha t you ' re doing 
or you d.m ' t . Now, my oa, don ' t put me out on the 
end of a limb and t hen come a round and t ell someone 
else you need adti it1onHl evi dence t o go b ef or e the 
<.:ourt of Cl a i ms . 

uo you Anow it or don ' t you, and wno will t ell me 
so? N01v, I want t o know. 

Uy God t - fir s t place, you people made a bull b&ck 
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there for two years . This thing went on and 
nobody knew it, end then suddenly after two years 
you t ind out i t's been going on. "hen you tell me 
in llovember that we should invoke this thing, and 

here it is the sixth of Uarah a nd now you want 
additional evidence. Now, whet the hell ' s the 
metter with you people? 

I can speak for myself. 
examination and analysis 
any additional evidence . 
sion a long time ago and 
I don ' t want any more . 

t•e' ve made o very careful 
ot this, and we don't went 

11 e 1 ve come to our concl u­
have gotten it written. 

I want to know, do the attorneys - do they know or 
don 1 t they know'? 

Are you talking now about the Attorney General 's 
office opinion? 

I want to kno~, if we put in Just on Treasury legal 
advice - are the Treasury lawyers reedy to tell me, 
which they have t old me now for four months , that I 
should get out a Tr easury uecision putting in this 
countervailing duty, because they believe the Ger mans 
are dU3p1ng . They 've been telling me this for four 
months, end ! • ve been urging the Presiaent to do this 
thing. Never mind what a nybody outside says . I want 
to know where do the Treasury lawyer s - where do t hey 
stcnd? I'm entitled to know that. I don't want t o, 
after I have gone to the ~resident, be told you need 
adaitional evidence to go before the Court of ~laims . 

Nobody told me that. 

Well , ~r . Secretary, 1 didn't say we needed additional 
evidence to go before t he ~ourt of ~1a1ms . I said 
tha t in connection with M~ . Cairns ' proposed trip 
over there, he could get the information that we 
have to have i n or der to make this thing stand up 
if it is attacked befor e the ~ustoms ••• • 

~ustoms Court , yes . 

Now, I •m asking - let me ask ~airns . We'll t ake -
supposing I s i gn thnt tbin& tonight, Cairns, and you 
as a l awyer - never mind anybody else - are you 
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sstisfied that 1f I s ign tllis thing as of tonight, 
that this will s t and up in the courts? Now, Jus t 
you, ~airns - please . 

No . 

'llhat? 

No . 

You're not s atisfied? 

I 1 d like t o amplify that. 

<'lease . 

I tllink there is enough evidence befor e you to 
Justify, if not r equire , you to sign tbe T. D. 
•he Treasury uepartment can act on less evidence 
than is necessary t o win a case in court. l t hink 
we have suffi cient evidence before tbe Department 
t o make 1t y our duty t o sign a 'f. D. V.e lvtmt, how­
ever, t o win the case in court and we would feel 
happier if we nad more evidence . 
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But nobody' s told me this . I mean for four months 
why haven ' t you been collecting the evidence? I •m 
l ooki n& at the three of you (tole> , Cairns,· Johnson) 
•lilY wait until we 1 r e on the point of signing? "ibis 
has been going on f or f our months . I mean why hasn ' t 
socebody curing the four months bee.n collecting the 
evidence? 

Vie•ve been collecting a l l we coulc get . 

But wby haven't you go t enough? I mean tllis is -
this is a thing of i nternational importance . I mean 
I ' m going right out on the end of a limb because you 
fellows say if I don • t do it I •m not carrying out my 
oath. 

Now, we've settled this thing as f a r as Internal 
kevenue is concerned; Ne don ' t t ake cases any more 
up t o tbe Boar d of Tax ~ppeals unless we•re 90 percent 
sure we're going to win. Now, 1 don't want to do 
t his tbi ng unless I'm 90 percent sure we're £Ping to 
win in the Cour t of Claims . I don't want to~ade a 
monkey out of on this thing . I t's one of the mos t 
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delicate things I 1ve ever been in. •07 wait 
for four months? 
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In the first place, you waited for two years . 
·~his ttung went on for two year5. ue stood there, 
didn 1 t do a:eything. Then suddenly you make thh 
recommendati on . Four months have passed, and now 
you say you need additional evidence . I think 
you' ve left me in one of the worst spots I ' ve ever 
been in. 

~/ell, llr. Secretary 1 I 1m t he one that raised the 
~uestion . ~s I recall, 1 t old you yesterday that 
1 was morally sure that there is a subsidy involved 
here; that the questi on i s as between a premium and 
a profit, and that I was not s ure th.at we had enough 
~roof t o establ i sn t his as a premium before the 
"'Ourt. 

Now wait a 
yesterday . 
never used 
the ~ourt. 

minute . ~ou never said tha t to me 
You never talked about the Court . You 

the word "premium ." You never di scussed 
Now, stop end think a minute, please . 

(Pause) 

You never mentioned 
the word "premium ." 
I asked you, should 
this ttung, because 
like to go before a 

"Court," you never mentioned 
I •ve never heard it used before . 

I go before ~ongress and explain 
if t here were any doubts I'd 
colll!llittee . 

You said, quick as a flash, •~r. Secr et ary, you 
don't have t o explain this to a nybody . • 

I said, •This is not a matter on which it would be 
appropriate to go before • • •• • 

Now, if I'm wrong, don ' t hesitate t o c ontradict me, 
but I can't remember your saying a nything about the 
Court, anyttung about the pr emium . You said that 
if we ' re going t o go ahead with tnis tha t you can ' t 
go to German,y because they h~;te you, but if you 
could make the suggestion that ~r. ~airns should go, 
and he could go r i ght away, you think it would be 
helpful . But no GUestion of uncertainty in this 
matter was r a ised. 
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Tbe way the thing came up 

Now, just a second. This is between Johnson and 
myself, because Johnson - I mean it's not only 
yesterday that nobody r aised any doubt , but 
nobody ' s r a ised any doubts for the last four 
months. Now, if I•m wrong, Cairns, please talk 
up. 

I •d just like to make one observation . 

Sey anything you Hant . 

1 don't believe tnis matter bas been going on for 
two years. I think it has crystallized within a 
recent period. i think wben the press release of 
December 2J, 19J6, was issued ...• 

45 

\ibicn was never referred to tbe Attorney Gener al. 

. .. when that was issued, this over -price appeared 
to be e leg! timate profit . Very recently the over­
~rice arrangement bas crystallized into a system . 

Well now - !larry, now listen, don't wink at me. 

I d 1dn 1 t mea.n to wink n t you delibers tely. 

Now you come out, 11' you don 1 t agree; this is 
terribly important . 

I can s peak . I bey know my position . lly position 
has been •••• 

••ell, come on • 

••• that the llecember 2) .•.. 

I baven•t talked to Harry once on tbis • 

••• that the or de r pe rmitting them to engage in 
tbis barter transaction was a violation of tbe 
earlier order . I so stated 1 t to the legal s t aff 
Rben lt came to my attention, which was four mont hs 
bfter it was inaugurated . nnd when the matter came 
up again we went Lhrough the whole situation, pre­
pr.red a me<IK>randlllll from t be economic point of view. 
And ~ may say in my o pinion i t 1 s 99 percent an 
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economic s ituation and not a legal. 'ihe question 
as to whether it's a subsidy or a bounty or grant­
once the - bounty and grant having been defined as 
the legal division has defined it, we took t he 
position that there is no doubt about it, and we 
still hold to that position tha t there is no doubt 
about it, ana we ' re willing t o be responsible for 
that position. find 1 think it was· e vi olation of 
the December 1936 order from the moment it was 
issued . The mere fact that they increased the 
volu=e of transactions subsequent to the inaugura­
tion of t he order doesn't mean it wasn't a violation 
when it was first started . One transaction consti ­
tutes a violation, in my opinion. It d.1dn 1 t get to 
be Loportant enough unti l about a year or so later. 

But that ' s our position in the economic staff . 

I t hink 1n justice to Mr. Johnson and llr . Cairns 
here, I should explain Just how this came up this 
morning. It was felt that s ince llr . Cairns was goin& 
over ther e and was goin8 to get some materi a l from 
Mr . Wait and from ldr . lilay, 1t would be desire ble to 
defer the order, since he might get some evi dence 
tha t would be very valWlble in the Customs !;ourt when 
it came to proving our cuse, ond that there would be 
less likelihood of his getting the evidence if the 
order 

~ou tried to come in to see the Secretary before he 
went to the ~resident, t o tell him that . 

'IIu! t if' the or der bad been issued before he went 
over, he Might have some difficulty getting the 
evidence. 

~ou- Gaston told me tha t Cairns isn't s atisfied 
yet, Cairns won't take the positi on that he ' s got 
enough evidence to win in the Court of ~leims . 

That ' s the first time it ' s been mentioned in my 
hear ing t bat there was any doub t on the part of 
the legal s taff thot that constituted - tha t there 
was some doubt a bout i t. I may not have overheard 
some of the discussion when we a rgued this thing 
out by the hour . But t o my knowledge, my recollection, 
last fall when we went over i{{ wss never r a ised that 
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there was some doubt about it. Was there, 
Huntington? 

1 discussed it with Johnson; he first bad to sell 
me. 

47 

Your obJections were on a different ground, Huntington -
very real , v ery legitimate. You were questioning the 
first order, on which you IYere quite right. 

I t ' s a question of working up t he case, the evidence, 
the incidents, and the witnesses . 

I want you t o have the saximum pr otecti on. Now • ••• 

Iiut; my dec.r Cairns, for liod 1 s SalCe, what have - I 
don 't kr.ow what the set-up is, but here's the General 
Counsel - what nave you people been doing for four 
months? You knew that any dby this thing would come . 
Why didn 1 t somebody say, •Send somebody to Europe" in 
December or November if you needed additi onal evidence . 
I mean no one has s&iu t;o me that there is any doubt 
about winning . No one has raised that question. hnd 
wha t bas been going on for four months'? Never mind the 
delay i n the t wo years, but from the first time this 
was brought t o my attention, why not build up the 
case ir there are any doubts, why wait until Johnson 
comes to me? I send for Johnson Sunday t o talk the 
thing over, and if I hadn 1 t sent for him - I sent 
for bim on account of the Treaaway letter, but for 
four months what did you fellows ao, Just put it in 
a pigeonhole bnd forget about it? 

hnother thing is - I mean until I r aised the ques­
tion you hadn ' t checked up on llo;r much tne Germans 
are doing tllis thing; end with this thing pending 
I s hould tllink you ' d keep tais thing current - bow 
much business . I mean I've go t 78,UOO employees 
and I can ' t keep prodding each person all the time. 
With this thing pending, .J. should think the informa­
tion as to what proportion of Ger man trade was being 
done t his way would be current. 

And furthermore, with t his thing pending, if there 
a r e any doubts about evidence when it came to trial, 
I' d think it wouid be natural, with the tremendous 
staff you people have got - you ' d be getting the 
evidence . 
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The second portion i s MY responsibility. 
agr ee that we should have done it without 
d irection. But it is my r esponsibility. 
once to show that i t was a l a rge amount; 
three or four men working ~ month. 

I don• t 
your 
We did 1t 

a nd it took 

•oily not keep it current? 

It t ook a lot of stuff . I didn 't think 1t would 
be significiUlt enough. 

•aree people for a week? 

for a Jtonth. They wor.c:ed for a month . We discovered 
it was a nalf . loly ~sition was, supposing it's a 
quarter, a third; it still remained a violation. 

J. disagree wi th you. I think it should have been 
kept current while this t hing was in the air. 

O. rl: . 

I s till - here I am . 
~resident or anybody 
fellows a r e s o snaky 

I ' m not going to get the 
to sign this thing if you 
on t his thing . 

We 1 re not shak)' . It ' s just the conservatism of a 
l"wyer ~<bout winning a case in court . Now, in my 
mind - I brought i t out on baturday in conversation 
with Jonnson; J. brought up the question of proof, 
proving our c ase in the Customs "ourt, a nd in IllY 
mind was t he fact t nt.t •• would bring over lolay to 
testify in order to put on our case . 

But what I want to kn;;,w - supposing I s igned this 
thing tonight; ua ve you got o 90 percent _chance 
of winning this esse? Who tries t hem? llho tries 
them'? "ho ' s the man that tries t hem? 

Justice . 

In what court? 

Customs. 

~he Assistant Attorney General i n New York tor 
'-us toms . 
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dave we a case or haven ' t we, gentlemen? 

I really don't see bow you can refuse to sign the 
order, the T. D. ~ut on the basis of the evidence • ••• 

Have we a case? 

Yr. Secretary, it's a question of that last 10 
percent . 

All right. I 1ll make it easier. dave we a 75 
percent chance of winning? 

I think so. 

I'll say you have a 90 per cent chance. But we 
Just WBJlted to give you all the protection we 
possibly c ould . 

Dut why wait until I stir this thing up? 

llr . Secretary, we've been trying to get that thing 
out of the At~orney General now for three or four 
months. The T. D. was over there before him with 
the request for an opinion •••• 

• 

Ed, that's got nothing to do- the fact it was there, 
and you Anew this thing was coming - the fellows could 
be busy getting the evidence necessary. And why do 
I have to stick my neck out on t his thing and t hen 
you suggest that somebody go over and get additional 
evidence? 

Huntington, when llay was nere he read t hose memos. 
Be read those meoos and he acquiesced. 

I got full statements fro11 h.im. 

That ' s right. 

~ell, I don't know what t o do. 

Well • ••• 

May I make a suggestion? 

I wish you would. 
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Why not lot Huntington go over just a s soon as 
possible and let lllm s ee llay a nd let l:llm see the 
f ellow in Paris -what's his name? 

Wait . 

Wait. And let him call us as soon as he's satisfied 
that he has enough evidence to present to the Customs 
Court, wl:ll ch would be within a C ew days after he gets 
in London. 

•hat did we have llay ov er here for? 

ne went through the whole business, etc ., at that ti11e, 
unless he ' s cha.nged nis mind , since be was thoroughly 
conversant with the view, with the a nalysis, and he was 
in t horough accord with the facts and the conclusion. 
llow, what further evidence there is I don ' t know. 

~io you (Ca irns) see llay when he was here? 

I got statements f r om him . 

What else ca n you get from l.lay by going to ~>urope~ 

When was i.lay here, how long ago? 

November . 

November . A lot may have transpir ed since November. 

1/ell, but can't you use the c a bles? 'nhat is 1t you 
wa nt to know? 

'lha t 1 s the difficulty. .o.here isn't e particula r 
question to ask. 

Sufficiently definite to ask . 

'lhere J.s no need of sending anyone over 1f you want 
t o go in on a 90 percent o r a 75 percent case . 

That ' s al l you ever have of winning. That's all you 
e ver hove of •~nning . 

We want t o g ive you a hundred percent case. 
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There's no harm in sending a lengthy cable t o Kay, 
asking ll1m 1f there 1 s been any c nange whatsoever 
in the situation which was di scussed at length 
in your office . I mean you'll get your reply 
tomorrow as far as that pat•ticular aspect is con­
cerned . 

51 

Send a thousand-wor d cable putting down the 4uestions 
tnat you went. I haven't got time -I 1m not going to 
be in a position that '••hen I •ve gone to the President 
and then he sudoenly seys, "•lell, benry, what ' s the 
matter with you, don 't you know what your mind is 
from d;;y to day'/" 

Although I thl.nk independ&nt of that it wouldn't be 
a bad idea for Huntington to go over there. uut 
inae~endent of that. 

Independent of that? 

I mean assuming you've got a 99, a 100 percent chance 
or winning, I still thi!ll< 1t would be a desirable 
thing for Huntington to go over, though I do think 
under those circumstances he definitely ought to be 
accompanied by one of our economis ts . 

(On pnone) Ask somebody in Ar chie Lochhead ' s office-
1 want to know what f ast s teamers sail f or uurope 
Thursday . . 

l.tanlu>ttan •s sailing ••nursday. 

Sne's slow. 

He ' d have to go on a United States line, withe 
Government order . 

That's a six-day boat anyway . 

! think, in other Nords , if there is a court case, 
the f ac t that he has beun over and he has seen 
'IIlla tev~r there is woul.d make 1 t a 11 ttle easier. 
lbere still is absolutely no doubt in our m.inds 
a bout t his. If tho t isn' t a case of indir ect 
bounty or grant, then I've never seen one . 

1\hat about thl.s using llexican oil? 
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Bill - llexican oil. 

lbat drops ricbt exaetlf into the rest or tbe case. 
~be only difference at all is that they're usin& 
kexican petroleum instead or •merican cotton or 
copper, and as l say, I ao not know the prices 
involved. I understand thef sold tbe oil a t 90 
cents; what a fair price would have been I don ' t 
know. 

Who is there 1n f Our office that's drilled in this 
particular kind or stuff? 

Man named vorkhill bas done more work than Bnfbody 
else. 

Corkh1ll? 

Corkhill, yes, sir. 

Is be tborougblf familiar with this? 

~ es, sir. lie 1 s thoroughlf tam !liar with the general 
question of countervailinc duties, but not familiar 
in detail with what has been developinc the last •• 
months. 

but he knows countervailing duties. 

Be knows countervailinc duties, yes, sir . 

Wba t I suggest you do is this. I don 1 t know bow 
you 1 re {~airns) fixed with your family . Could you 
sail Wednesday? 

Yes. 

I suggest that vorkhill go too, and an economist. 

There 's a man TaflOr Ostrander who, in my humble 
opinion, knows at least ••••• 

Who? 

Taylor Ostrander, who's been working -very 
competeut - been working in that field. 

I tbink you ought to take some f ellow who ' s been •• -
don't you think so? 
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I 1ll be gl ad t o have anybody . 

I thi nk that ' s a good i dea , ~r . Secr e t ary . He can 
l eave him ther e to work it up. 

"ha t I would do is send a cable over t hat this is 
what you fellows want, and t o get it ready. 

I t hink they ought t o mee t i n London r a ther than 
Berlin and have the Ber lin fellow an~ Paris f ell ow 
meet him 1n London when he gets ther e, with this 
infor ma t ion. 

\¥ey? 

Well, I thi nk 1t l ooks a little b etter, r a ther than 
have the meeting in Paris . 

••ell, IVait lives in PariS . ~•by not go to Paris? 

How about Bull1tt 1 s situa tion a nd t he relati onshi p 
of France toward uer many, and all of t he r es t of i t? 

This i s a norma l Treasury oper ati on. We ' ve go t 
offices ther e; 

Our big offi ce i s in Pa r is . 1 1d l e t him go to 
l'aris . 

O.K. 

Do you want !Iea th t o go back with you /lednesday'? 
Could ae be any use? 

Be doesn' t know much a bou t i t we don ' t know • 

You (Cairns) and tnis t echnical lawyer . 

Yes , ~orkhill. 

Cor khill . And one man f r om your (White) offi ce . 

Ostr ander would be the man . 

You•re no t going tnt o Ger ma ny? 

I imugine we ' ll have to go t o berl i n . But ! do 
want ~o talk t o Wai t al one in Paris before I see 
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Jlay . 

Then the three of you get off the boat, go to Paris, 
see Wait, then go on to Berlin. 

I. just suggest that I think the third man would be 
more apt to be a drag than a help on t be par ty . 

J:ou do t hillk so? 

(;orkhill is a very tight old technical lawyer, heavy 
on his feet, with a game leg, and he'd probably do 
more good in the of~ice here, I believe. 

I was thinking - I tllink this is what the Secretary 
had in mind . I don ' t know "'orkhill and I never saw 
him. Hut if there is somebod)' who is fa111ilia r with 
countervailing duties who could develop some phase 
of it after Huntington comes back on the ground, 
it might be extremely helpfUl t o have him present 
when these conferences take place . 

It t s not such a technical subject, Kr . Secr et ary. 

I 1ll let you decide. But there ' s the thing . l:ou 
go 1Vednesday and spend enough time to satisfy 
yourself, ~e~? Don ' t wait until you come back. 
Oive me your report in e cable . It takes you a 
to go over there and a week or so you 're there. 
try to do a little - I mean i"ollow through on a 
example, on a copper one, end oil . 

week 
ilnd 

cotton 

lind apples . 

And apples? Are they doing apples? 

(Nods yes) 

vb, r eally? 

Talked about apples; never found a case. 

That ' s different . 

Now you s bould go, or sbouldn' t you? 

We don't know whose apples they are. 
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H. li.Jr: 

Joi:Ulson: 

'-ulrns: 

lobi te: 

li. li .Jr: 

r oley: 

Cairns: 
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"et me say this . The only thing that I want , 
the only thing l get out or this thing - I don't 
care whether - but thts happens to be one or the 
most controversial and one of the most difficult 
situations, where I personally will be in it. I 
can• t change: I do think that within a lapse of 
four months, if I hod had this responsibility, 
I would have been digging, digging, getting evi­
dence all the time, und not wait until we are on 
the eve of signing. See? 

ole have been collecting 1t right along . 

~ou ougnt to have enough. 

ile haven't done this. 

We haven't gone to .t.urope, but we have been working 
here . 

Is there one additional possibility that is worth 
anything? If you could ge t the Attorney Ueneral 1 s 
decision, that, I think, would be very desirable 
in clearing your hands completely . 

If you don ' t mind, that's in the pot Just now; I 
think the President ' s going to ask for it . He told 
me toaay he would . Wr . Hull has raised his objec­
tions at five minutes of four, and we're right in 
the miast of this thing, and so - I ~ean Yr . Hull 
says be won 1 t do W \1 thing one way or the other; we1 re 
rigllt in tne midst of it. uow you fellows come in 
<~i tn tnis and say, " ole don' t lrnow whether we' ll win 
the case . Isn't it terrible'/ 'ue 1 11 have to go out 
and get some more proof ." 

I don ' t thlnk it's as bad as that :.lr . Secretary. 
1 asked these r'ellows in aerbert Gas t on's office 

' 

this mor ning if this should be held up until after 
huntington had made a check on the ground, end they 
ll&id that they didn't tblnk that it was very impor t ant 
one way or the other; they preferred to have it held 
up until after Huntington went over there and cleared 
a nd then called back. 

Only so that it would not interfere with my work 
over there. 1bat was the only basis for holding it 
up. 
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li . r.I .Jr: 

roley : 

I!.II.Jr: 

Foley: 

ll . loi . Jr : 

roley: 

H. 'l.Jr: 

~oley: 

li . :.I . Jr: 

roley: 

Johnson: 

Foley: 

Jonnson: 

-16-

But if it was desirable to sign the order today, 
these fellows said they didn't teal t hat 

But, £d, you've got the *hole thing; this pressure 
should be from you fellows, to get me to sign the 
or der, and not from me bringing pressure to bear 
on you. 

Well, r.lr. Secretary, ..•• 

I mean you fellows ought to be worriea . Jonnson 
shoula be worried - "uere this law isn't being 
carried out; why doesn ' t Uorgenthau do something?• 
! shouldn ' t be in the position of prodding you. 

1 b rougbt it up - I sa,y tllis merely as a plea for 
myself - I brought this t hing up a month ago, ~t~ 
you said, "Bring it up again on the fifth of llarch, 
bd," and I put it on my cal endar, and today is the 
sixth of lolarch • 

.l'.es . 

Anu I ~d the stuff with me this morning and you 
brought it up ahead of me . 

On account of tbe Treaaway letter . 

vn account of the Treadway letter, tha.t • s righ·t . 

1 still s ay that doesn't say that - what you say 
Just makes it all the more annoying . Knolfing it 
was coming on the sixth of »arch, you should be 
in position to s ay, "Mr . ~orgentnau, everything 
is perfect, we're ready; everything is fine . " 
Insteau of that, on the sixth of llsrch, you suddenly 
say, "#hoops, we better send somebody to Europe 
end find out whether we have got a case or not . • 

1hot was your {Johnson) suggestion this morning : 
sending somebody to hurope . 

l:h.,t 1s wha t I said yesterduy . 

He didn 't tell that to me . 

I didn ' t say •better see whether you 've got a case. • 
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C.aaton: 

H. r.I . Jr : 

r oley : 

ll . !.. . Jr : 

Foley : 

S . li . Jr: 

Cuirns : 

d . M. Jr : 

Ca 1rns : 
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There's no question, on the Treasury 's record, 
that the T. D. snould be s i gned . 

You said, 11'//e 're convinceo , but we weren ' t sure 
we had proof . " 

My God , what ' s-his-name, the lawyer for J lmmy 
<lines, was convinced too . •tho ' s tlis l al'l)'er? 

Stryker . 

Stryker was convinced . oc even cried, he was so 
convinced. 

~aybe ne nad to c ry to convince himself. 

51 

o.K. nell , 1 hope you have a nice 
is the first boat - the Manhattan. 
just as soon as you can, will you? 

trip . ~lednesday 
"Dd get me word 

Xes , sir . 

If I don't see you again, have a nice time and 
give my r ega r ds to the Ambassador . 

Thank you very much. 

... 
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IIEII)JWIOOII FOR TBB Pl!BSlDifto 

CoupttmP 'or Mit• oo aerap Pr94pqt• 

I attach a cop,r ot a letter tro. Repreeootati .. TrO&dWlY ot 

llaeaachuaette, dated lluch 1 , lll&ll, requeetiJii a atateuat coac8l'll1zl& 

articlea app..r1ng in t.h.e Boston h&Mcript tor Pebruar7 28, ch&rcillc 

the h•lllr7 Departloent with daraUctiOII in dut7 in reapact ot the appli­

cati<m or cOWitanalling duties to ottaet auhe1cl1ea on Goi'lllllll axporte. 

In this COilllection I refer to lQ" a..orandWI ot Pebru&rJ 8 , 19!9, with re-

spect to the opinion. ot the Attome;y General on this •tter, which baa not 

;yet been delborad to the TreesUJ7 Doputaent. A COP7 or that ueorandWI 

1a attached. The State Department suas•sted that the opinion be withheld 

until llr. Ruble• returned trom Gero~~~ey . Allo attached is lQ" proposed 

ropl7 to TreedWIJ'. 

In additioa , I aa ettach1Qc e proposed hMSI.IZ')' Dec1G1on &i'rini notice 

tblt dutiable aarcbelldise aparted dJ.recU7 or 1ncl1rect17 troa Garaey, 

which baa been or aball be aequired b;y or throuab the d1epoaa.l or other 

propart7 on a pram,. baaia (resardleea ot the character ot ncb othar 

propart;y or ot the Mthod or .. ana ot such disposal) , 1t 811t&red tor coneuap­

tion or wi tbdrawn from .rehouse tor conauaption alter the G piration ot 

... 

thirt;y da7s attar tba publication or aucb decision, will ba eubjeot to counter-

ftllin&: duthe equal to the net &IIOUIIt ot &111 bount;T or crant deterained or 

eats..ated to be paid or bestowed upon 1te Gportat1.., troa Ger-. The 

pt'Opoled hMIUJ7 Decisioa •• aubaitted to tba Attomq General et the 

t1a1 the requ11t tor an opinion oa thil attar aa O&de. 
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,_._, too a reqwM\ d ~ .u, I ....Ua4 Ilia 1v lnMr 

daW Jot Ml" 11, 11118, ._, U aou.a. 111101 ... -uoa 1101 or tM tvut 

Act or 18110 1a cl~ too be..........,., I peroelncl.., obJ..UC. too 

59 

hi• .,.. .. uoa tbat aclwaoa intoraU. be 11"" too tM o ....... Cloftruoe' 

1D ore~ ... w attorcl t .. t ao..-t aa opportllll1\J' w abaacloa tM procaotve 

1D q,...tJ.oa. 

Regraded Unclassified



C 0 P I 

llltJSK OF IIIPIISDT.t.!IVBS U. S • 

Hon. HeDJ7 llora.,.tbau, Jr. 
Secretary ot the Tr .. aur,r, 
Waab1Dgton, D. C. 

111 dear llr. S.cret&r7• 

... bin&toD, D. C. 

llo.rch 1 , l~S~ 

I cleaire to call to )'OW' attention an article appaarilli in 
the Boa ton Tranacript tor Tueada7, February 28th, in wbich it 
io atatad tbat tba Tr•aury baa quiet}¥ and aecretlJ' abrogated 
the countena1l.il:li duties wbicb prorloual¥ ban been eaaeaaed 
under oection SOS ot tba Tari.tt .let qainat certain aubaidised 
GerMD oorporta . The article iDdieatea that aucb action • • talten 
in Dec .. bar, 1956, at the inatance of a ...... interests, and tlat 
lltUe 1.t any publlcit,' ..., ginn t o the attar. It •ppeo.rs tbat 
tho tirat notice -.ey Jew England induetri .. bad of the arrei~ge­
aent 1111 their diacOTery of a. ...... sooda on the .lllerican 
market at exceptionally low pricea. 

Accordins to ~ UDderstandins or the provieiona ot section 
SOS of tho Tariff Act, the Treaaury baa no d.iaoretion but to 
apply tho countervailing duties wbone•or any country, person, 
pe.rtnerobip, aasociation, cartel, or co.rporetion pays or bestows, 
directly or i ndirectly • ...,. bounty or srant upon the IIOUiutacture, 
produc tion, or export of goods , and ouch aooda are llllport.ecl into 
t ba United Statea. It the allegations contained in tho newepaper 
article are true, it would appear tbat tho Treasury ia not 
earrytns out tho plain -.ndate of the law in aaa .. ailli counter­
..a.il1na dutiea against cartain Ga...., export a to tbia country, 
and la thereby eauatns .Derican ind:uatq and labor to be aubjacted 
to unfair coapetition in the do:autic arkat. 

In a aape.rato article in tho Tranecrlpt, there appears a 
dispat ch froa ita laabinaton correspondent 1Dd.1cating tbat the 
Treasuq •• dofendilli ita action on the around tba t the prhat,._ 
barter eubsidy aothod inYDlTed did not co .. w1 tbin the purrlew 
of aeotion sos. .llo.J' I aa.y in tbia coonection that both the 
articlea t o wbicb I bave referred point out that the Gerlllllll 
Oovorn.awont 1a directly involyed in the aubal.dy. The letter ot 
tho two con to ina tbia atate .. nt 1 

"The Go ran GOTernaent !.a tull tac111 tie a tor 
aiY!ns ita axporta to tba United Stat .. a concealed 
GOT........,t auheJ.d7. S.Yer&l yaara q o the Geran 
Ogyernaont forced buain.,.a and induatq to ra1 .. a 
billion ark fund tor the aubaldlsation of foraicn 
uporta. Later tba Gouna.,.t itaill contrilNtecl a 
part ot the ellbeidy. • 

• 
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'l'be first artJ.ab abo..-Ucmed. quotaa llr. IU.l..1.aa a. 
Cliff, ot tu HOM llarket CJ.ub, u ~~ 

•.tn OYer .. u blo-w ot 0...-a goocla 1•ta ia 
practice a discoWlt ft.J'71Di troa 15 to 40 per ceot, or 
aYen aore, troa the liat price. When tbia pri ce 
oonoeaaioo io not sutt'1c1eot to obtain tba buaiaeu, 
tu Oel'Mil exporter -:r be diracU7 wbaidioed b7 e 
additioD&l 10 to 15 per cant. lloreoYer, exporter& are 
allowed to reduce prices abroad and .....,.... lo10as through 
the repatriation ot a ....... bonda which are lower ill 
the toraip aarket than ia Berlin, and tbua tbe Ge.....a 
exporter& aake a profit ou boDda wb.ich c.....-t .. tba 
tor thoo lo .. on aerchaDdiaa exported. l'llrthullore, tu 
c......., Gofti'I>Jlent trequentl7 s-¥• boWltiN to exporters ao 
aa to enabla auch· expartua to quote lower prices 1D the 
Aaerieao .arket. • 

Whether the auhaidy 1e troa GOYerDMnt or prbate aourcea , 
or both, and whether it be direct or indirect, it would appear 
tro• a readioa ot section SOS ot the Tariff Act that CooarNa 
intended that coW1terY&111oa dutiea should be ilo,poaed. Jloreoyer, 
l.Deawch aa ouch dutiaa have prerlousl7 been collected, it 
eee11s to .. that it 1a up to the Treaalll')' to show oeuse wb7 
such coUI>torYallioa dutiea should not be contl.Duld. 

lou are ot couroe taailar with the """"'ad curronc7 a;yat .. 
ot Gal'MilJ, Wider wllich ita ao-called 0 1nlan4 aarka• can olll;f 
be used to bolT o......., IOOd•· It 1a aT rmderotenclhe troa the 
tirat n .. epeper arUcle aboY....,.Uoned that an indirect 
oubsidT on a ........ exporte 1a ba1.ac effected b7 J)011IIe 1D 
1Dland a&rke prices tor Aaerican cotton, copper, and oll 
which are SS per cent abon the world -.rltat, and raquiriDI 
...,. exporters of theoe products to spand th.o inland 
arb tor OartlllD eooda which are auboequanU7 1Jrpat.ed l.Dto 
thia OOW1trT and aold tor tar leaa than tho ta1r •rket Yllue, 
to the detrs.-t ot .t.aer1oe producero ot coapeti the products. 
Charl7 ouch an 1Dd1rect auha1d7 aethocl 18 w1 thin tho purwiew ot 
the counter..Uine dut7 prDYiaiona ot ooctioa 505, and cortainlT 
it at leut co11es withiD tho purwiew ot the anU-duapioa act, 
which aa )'Ou know 1aposea a apoc1al duapilla duey on foreign 
&oocls illported into and sold 1D the United States at less than 
their ta1r artet ftlue . 

I -ud appJ'eoiate it 1t 7ou would ei•• ae, at JOur 
earUeat coonoi..,ce, a tu11 explaDat1oo ot thoo TraaaUJ'T'• action 
reeard.ini thia •tter, and tberebT obrlate the o-aa1t)' tor 
aT IIUrocluc!JII a pri...Uee&d resolution torallT oe' una upon 
J OU ror auch Wor-.Uoo. ·-·'-Y&rJ --.. JOure, 

(Si&Ded) .t.lleo f. fraadwaJ 
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February e, 19S9 

Countf:rn'ltng Dutiy op Gerean Prpc!uett 

111 DeliOrandua dated llovellber 28, 19116, I ad'rised 70\1 
that I bad before ae a Trea8Ul")' Decision givizle notice of the 
illposi tion of eountervrlli.ni duties on certain iaporta tro. Gerolan;y 
under Section ros of the Tariff Act of 19&>. 

The countervailing duties are r equired by reason of so­
called "barter" transactions through ..W.cb the iaportation into 
the United States of dutiable urebandise !roll Oenlatly is financed 
b)' aeans of preaiua prices tor certain products, particular~ cotton 
and copper. 

Investigntion of the current opera tion of the barter trans-

62 

actions has satisfied the Trea8Ul")' that the GenoM Covern.ent, b:r t 
restricting illporta, 1'1:dng aport prices, ret~~Wtini the 11ethod 
o1' pe;r1ng for illlporta and controllini the disposition of the pro- ,.. 
coeds of p&)'1:1ent, 1a bestowing a valuable privilege or grant in 
connection with about half the dutiable merchandise exported from 
German:r to the United States. 

On or about Hove~~ber 28, 1938, :rou r eferr ed the ~~atter to 
the Attorney General tor an op1nion. About Dec•ber 10, 1938, I 
learned that an opinion bad been aubrltted to the Attorney General 
for signature. I was alao in1'orsed that the Attorney General de­
aired . to band the op1nion to you personaJ..l:r. 

On Januar;r ~1, 19S9, I learned that the opinion bad not 
been delin red to you but was being r eteined in tho Department o1' 
Justice with a 11e110randua in tho file saying that no action in the 
matter was required a t this tillle . You will rcme~~bor that tho State 
Department suggested that tho opinion be withheld until Kr. Rublee 
re turned froro Ge=:r. 
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I ban JOV lAtter ot Jl&rob 1, lllllt , requeniq a nat­

wUb respeot to arUoln QPM.l'I.Ja& 1JI t~e Bonooa 'fNuoript tor 

~&~~.....,. 28, 111M, recudiDC allece4 1Ua141 .. ...a ._iDC praoUoea 

atte"'iDC exports boa O.ftaT to tbe 111Ute4 Shha. 

~e !'rMIIUJ'7 Deparaent a&rMe WUb 70U tbat 1 t baa DO die­

oration but to appl;f COUilterT&Uiq dutiea under Seotion l503 ot tbe 

!aritt Act ot l9SO *•enr it ia aaUatied tbat 8ll7 boallt7 or.,...., 

11 1>a1d or bestowed 41reetl.7 or 1Dd1r..U7 llJIOil tbe -raoture, -

<luotton, or export ot so<>4s t..porte4 1Jito the Ullihd SUha stab are 

au"bjeot to replar cluUea under the Tariff Act ot 11130. 

\'be artiolea 1JI tbe Bolton !'ruooript an4 101lr 1.-"er ...,.n 

tbat Ool'Mil oxporto to tbe 11D1te4 Statu are beiq au"bo141zl4 1JI tllr" 

n.r•: 
1 . By calli p-t• to -rtors rroa a tund orta;lnall7 

oreate4 117 toroe4 oontri"butiou rroa OIJ'Mil "bu.a1Jieaa end 1JI4u.atrT ODd 

later aupporte4 117 oontributiono troa tbe Oeraen QoTeruct. 

a. By Mlea of o- Mroban41ae 1JI tbe 111Uh4 StatN at 

re41loe4 prtoea 111 til pel'll1aa10D to ottaet the prioe re<luotioDI tllroQCII. 

the )>llrahaae or G~raen bond• outside 0.- and their Mle 1JI Ge,_,. 

at a profit. 

3. By eo-oalle4 "barter" tn41DC 1D W!Ucb tapo.rta into Gemall7 

are eolcl at prtceo nbatant1all7 el>on tbe world-aarl<et lnel, an4 tba 

tunde der1Te4 rroa auoh sales uee4 to purollase Oe= goods llhtoll are 

eold attar I.Jipo.rtation into the Ull1te4 St ates at rar l a aa than tbtir 

..arblt ftluo. 

)lll&e1'0Ua inTeatt&ations oonduote4 in Oe- by aceta ot tile 

Tra&ftrT haTe Htiafied tllle Depll.rtDDt that O&lb nbai41eS t'roa a twld 

blliU llP ader a G.rJW> law approTe4 lae 28, ltsll, were paid in OODDIO­

tiOil witb the oxportatiOD ot a. ...... coo4a to oertaiJI ooalltries, blat tailed 

to eetabliah tbat noll ~te were M4e ooa ~ 41reet or adireot ex­

porto to tbe 'OII.ite4 S t ates. 1Jn4er kh of Deeedler I, lllall, tbe Gei'Mil 

Gwe-t-pn to1'116l U auftllOI to tbe 1Jil1te4 Staha tllet auall tw14e ba4 

not, &4 would not, be uoe4 to proaote -"" to tba 1Jll1te4 Statu. 

load prooe4ureo 101eh u are dNeribe4 iD tile artiol.-o and JOV 

lAtter were 41aooTere4 117 'l'reu1lr7 iDnoUpttono, and formed in part 
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tu buia tor til& rr-IOU17' • co~mt.enaJ.l1Ac dutJ ol"4er agaiDat Geran 
JMrcbt.D<Uaa iaeuecl OD lwut 4, 19156 (!.D. ' 8MO) . ODder data of .luguat 12, 
1956, tu O.raD Go.........,t gave ottic1al a aaurance to the lhdted Stataa 
that it bad •taJt.., .......-aa to tbe aftaot tbat naitUr tba Wla of tile 
acri p and bolld procedure will be pera1tted, DOr will the pqMJ~t or a 
public or pr1.,..ta prMi- or oubo14;r, or tba WI& or other German currenc1 
liDd raicbl•rlta trael)' convertible into toraien currone7 or raichuarlta 
tretl¥ ut111aable 1n GarMJ17, be allowed ill coMecti on with the direct 
or 111d1rect exportaUCD of dutiable goode troa Go~ to the 11n1ted 
Stetll of wrico, oo fer aa ouch exportation talcae place or 1M¥ taka 
ploca on the beals of qraeaento wbicb ware concluded en or attar ~t &, 
19156 •• 

On tba baaio of tb.1o aaaur&DCa , tu 'freu11r7 Departaent 1n 
T. D. '8419, or August 14, 19:16, l.natructed collectors ot C\Uitou that 
estioated countena1.1.1ng dutiea need DOt. be collected OD aarc:handiao ex­
ported troa Ga..-nJ' 1t the collector concerned ware •t.iafied b)' docu­
...,t.t.r7 arldenca that the contract of purcbaM or other qra.-t pur­
,...,t to wbich the goods were upc¥tac1 troa 0&..-nJ' •• entered into attar 
.luguat 2, 19:16. Oudar exist.in& l.natructione, countlna1.1.1ng duties MJ 
aUll be applicable to tba cleuaa of Oaraan Mrcballdiea epee1t1ed ill 
T . D. 48l560 1n the abaanea of aetiataetoq rrldance tbat their aport troa 
OenDall¥ waa purauant to en agreeaont antared into attar August 2, 1956. 

Continual investigation baa tailed eo tar to ooteb11ab &ll7 recant 
iaetaaoo 1n wbiob the .lati-DuapJ.ng Act, 1921, should ba a pplied to 1aporta­
tiona troD Oa!'IIIUIJ'. Duapiag ordora era now outstanding aga1nat Oaraan 
thuab tecka and wire fancJ.ng or corta1n doacr1ptiona. T.D. 46615 and 
T . D. 46826. 

In the tall ot 19:16, _.._ r.quoah wore reca1ved troa .&llarlCOD 
illportaro and axportera tor a4rloe •• t o the appllcab111t¥ ot COUDtena.111JI& 
duUea t o •rchalld1ae iaport..d trooo GaraD¥ purauant to ...noua arr&Di•ant• 
described 1n til& r aquaete t or advice. In view of tbe voluaa of tho .. r._ 
quuta , the 'fr•lur7 Deportaent on Decaabar U , 19156, iaaued a press r._ 
laue ...-r1slni certain or the prmoual7..-da rulJ.nga bo1d111& that 
cart&in procedure• 1n connection with 1aoporta troa GanoaD7 would not in­
oolve the pqaent or bestowal or &ll7 bo1mt7 or grant within the purview 
of Section SOS or til& 'fari tr Act. 'fbi a praeo rolaaao • • given wide 
publicity . One ot the procedures oot involving a bouotJ or grent wae the 
pt7J11Dt of the purchaae pr1co of laporte tr011 GorlDIUI7 1n whole or 1n part 
vith the proceedo ot tba eala in Oel11&D,7 of aarcbandiae exported troa the 
United Stetoa, provided- the proceeds ao used were continually owned by the 
paraoo tor wbou actual aceouot the AMricon aorcbandiae waa sold 1n 
Ooruny and tho Gorman goods were purchased 1n that couotcy • 

'rho agents ot the 'fr••llr7 Depertaent atatloned ill OerMJ11 • 
aa wall aa C\Uitoaa otricera 1n tbia co~mtey, ban baon and era c1oael)' 
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.orw.U.a1z1ae prooedur•• 1a o.r.w...a..noc ua4ee to kHP u. ~' 
ftJ>plle4 witll iato:r-\1011 -Mftiq •ell pl'OO..,...ea 1a or4er nat 1t 
M7 4ehl'llille anblr t~~q H<l1&1n tile appUoaU011 ot &IQ' apeelal ]>rO­

'I'idou ot oar cn&n,.. lawa. 'l'baM, u I \lliak 70il wUl realize, an 
not •lJif'- Mttere t o 4etel'llille. liY• Witll all tlla t aota at IIane! tllere 
are unral.l¥ 1ft&\ 41ff1ftl.Uaa 1a aU~tlq to t1t tile aceral1ze4 
proT1a1ou ot oar lawa to tile apee1al o1r-tanoea aur1'0111114J..n& tre.4e 
w1 til tllo .. count ries 'IIIIUoll ban a4o])te4 po)ISD&e oontrol and otller re­
atr1ot1ona on •-roe. I - oe)T Ulllll"e 700& t~~at tile De:pan.nt 1a 
oontiaullT uk1n& ee.rneat ettorta to a •t all tile f acta and Juat u 
e&rllUU7 c4eaTora t o appl7 our lawa pl'OIIpt lf q4 falrl7 to tile taoh 
ot tile altua\1011 u tllq are 4eTalope4. 

Honorable Allm 'f. 'J.'readwq 

Siaoere)T, 

(Sl&Jl84) 11. Xoraemllu, Tr. 

SeontUT 
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COP! 

(T.D. __ ..J 

CQUIITFRVA!L!NG D!JTI!S 011 I!tPQ!!tS f!pll GEIIIAJl' 

Notice of counterva1ling duties to be illposod under Sect1011 303, 
'l'o.ri f.r Act of 1930, b7 :reason of tbe pay~~ent or bestowal of a bount7 
or arant upon tho exportation of certain rroods from Ge~. 
Collectoro of Cuetoms instruc ted t o suspend liquidation of entries 
ooverina dutiable imports from Gol"llll.llf and to colleot estimated 
Additional dutiee in certain csaea . 

'l'l"'&aurf Department 
Ortice ot tbe Comdsaioner of C:U..toouo 

Waahinaton, D. C. 

'10 COLLECTOFS OP CIETOIIS A1iD O'lBEllS CO!ICI!IIIEDa 

The Bureau 1e in receipt of in!onoation concon>11111 the operation 

of eo-called "barter• transactions throuab wbicb tbe iaportatioa into 

tbe United States of mercbandise from Germe.n.r is tina.nced b7 meana ot 

pl"CCJD.I.wa pricos for certain producte , particular~ cotton and copper , 

widob ltlti•ties the Bureau tbot sucb traneactions i nvolve the p81(111Cnt 

or bestowal of bounties or grants within the meaning of Section 303 of 

the Tariff Act of 1930 (o.s.c., title 19, aec . 1303) . 

According~, notice is bereby s iven that dutiable ""rchandiac 

in)Ortod direc~ or indirccU,. frc<a Geraey, which baa been or sball 

be acquired by or through tbe diapocal of other propert;;r on a preailll 

bub (reprdl .. e ot the cho.ractcr of such other propert7 or of the 

... tbod of aeano of such disposal) , if entered for COilOUIIption or with­

drawn troa wareboueo for consumption a/tor tho expiration of t hirt7 ~· 

attor tho publication of this decision 1n a weekly 1asue of TREASURI 

DECISIONS, will be aubJ oct to the pay110nt of countorvailillll duties 

equal to the nat amount of aey bounty or arant daterJD.I.ned or estimated 
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to b&Ye been paid or beatowd upon ita exportation trooo ~. 

Opoo the entrT tor OCIUlaption or ri t.bd.rawl. trooo arebouae 

ror con111111ption, on or atter tile etteotift date ot tbia notice ot 

dutieble •reband.1.1e iaported directl,y or indirectl,y troa Ge~, 

there shall be collected 1D addition to tJ\Y otber duties eatimatecl 

or detal'llll>ed to be due, astt.&ted coUDten&UiDI clutile at tbe rata 

ot 25 per cent.ua ot tile iDYoioe Y&lue. 1'be llqll14atioo of entriea 

coftriD& such ~"" ahall be auapended and tbe tecta ~ 

tbt •nDer ot pqMDt tor the goocla eball be reportacl ~ and 1D 

tllll to till Bureau. 

Coal.aaioaer ot Cuatoma 

APPROVED a 
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Boo. a...,. loi'I•U.., lr, 
8nro\UJ of \be rr .. ....,., 
laebiae\00, D. C. 

»r dear ltr. ..oro\ar71 

•e'd .. \aa, D. C. 

llanll l , ltll 

l ... ao to oall to.,_ a\waUoe u uUch Aj)....-1JII la 
U.o lloetoe fraoearlp\ tor!,. .... ,, lolonuJ l Ull, 1a wlliell U 
La et.aW U. t \1M fr•~VJ bu 11-.!.•UJ ... -.u.z • ....,..w 
U.o eo .. tawUlal cluU.e wt.1ell pr ... i oulJ llaYo liMn ..... ... 
udor HOUOO loOI ot \be !uitt jc\ .. alaat _ .. ,, ....... , ... 
Oanaa upone. !be uUolo 1a41ea\al \llat nell aaU• •• t.ak• 
1a IIM•bar• 19M , a\ \be tanuea of o....., latoneu, aad \be\ 
ll\Uo 1t &03 pal>llol\J .. 11.,.. \o \!Ia eo\\u, 1\ qpean \lla\ 
Ult tiret DOUoo M117 low qlaad ladlllwioo 11M ot \be U!'UIC ... 
ooDt •• \llolr 41H<>YVJ ot Oanea aoo4• oo u.o .&Mrlou 
..r'(o\ at eacopU olllll.l7 low prie ... 

Acoordlac to rq lllld••\aJI<!lac ot \1M proYio1ono of H0\1Ctl 
ZOB or t.bo Tar1tt Act., tho Tr•lf1U7 bee ao dboro\1oa boa\ \o 
appl r tbe -hna1.11D& d\1\ho wtaoaonr &03 _,..,, ~-. 
par\norob1,11, auoo1a\1on, eu\al, or oor~UOD 11&11 or katow1, 
d1root.J.z or lDdiraat.lz, UJ3 bo\¥!t1 or IJ'U\ llj>OO \llo ....t'&o\we, 
~roducUoa, or lliPQr\ t>t &oodl, oDd eucll 100d1 ..,, leporw.l toto 
U.o U.l\od Bt.at.••· It \ba alloaat.loAI coa\a1Dod 1a \be DOWpa;>N' 
arUola aro v.ao, 1\ wwU a ppear t.ba \ U.o !rMilll7 11 DO\ 
e&rrJI.Qc oil\ tho plala _.\a ot t.bo law 1a a u oooi.Qc COIID\ tr­
.,.lllac otuUoa qaion e.na.1o a.,.... eapor\1 to \1111 co•\1"7, 
ud ll t.barolo cauio& .LuriO&A io<tua\1"7 aad l.allor to be eubJoc\14 
to u to1r CMfll1U oa 1o tho do:lu\1c eutet.. 

lD • oope.raw uUolo 1o \be haaoar1pt, \beH a ppeue a 
4ia,118\cb tree 1\a 'alllioc\Oe e<>rroepOQ4•t. 1D4101\ioa t.bl\ \1M 
fro .. ...., aa ••ti!Ddllll 1\a aau. oa \be arCNP4 \llat. tho prhat... 
llort.ar ftllei41 eo\llocl la.olnd 41d DO\ - olt.blD tho paniw 
or eoouoa 101. 11q I .., 1a U.h ........ u011 that llot.b u.o 
arUoloo to Oieb I b&w rotorr od poio\ out \bat. \be a orau 
Oon~\ 11 41rooUr 1D.olwd 1o tbo eubeUJ. no latter of 
lilt h o coo\oioo tllie eta~• 

'TIIo a,.._ Gow-• •• hll taeiUU11 tor 
&1"f'ial 1U ~ \o \M llalW ka'- a ooe_l .. 
....__, ••• .,. llneral , ..... ... \M a-
eo.r-\ .two .. belieoe• aDd 1M!I8\1"7 \o ra111 a 
bl.lllea ..-Itt-.. tor \1M abl14haU• ot for~ 

~. Lat... \be co..-• 1\oolt ..V1W\od a 
part ., \Ill ..... ., •• 
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C 0 l I 

.... ~ ..... ----
n.. tlrat uUela aloe" ar\ioud ...,w. llr, 11U laa I, 

curt, at u.. a- .., ... , Cllall, u •JU~• 

0
Aa ·-- ...... at o..-. ..... ••te La praeU.. a u-t. ....,llll '- 11 .. ~ per _,, 1111' 

"".ora, tNoo \lie U.t. prt.e., llloa We prl" 
OOt>e .. &loa b al)\ allft1eiea\ \o ob\e.1a Ule but.a.u, 
t ile a .,..a upor\el' ~ 'be 411'MU7 - eJ.dbed 111 LD 
add1U oa&l. 10 to lS per _,, llor-, -1'\era aro 
allo•ed to reduce prleao a broed LDd ,._.,.. 1011 .. t.llr.,..P 
t ho ropetrl.at 10D of 0 ti'MII bool4a wbich UO lower 1D 
t hl t or &icD au1c&\ \ball 1D Berlin, and \IIIIa tile 0&r8LD 
u por\el'a .U• a pr ofit 011 ho114a which ....,_, .. U.. 
t t11r tile 1 .. • OD .. rahaad!aa u port.ed. l'lart.henl01'&, the 
Oora&ll eo....,. .. ,., rrequr~ J>e7• boulaUea \o o«poriara ao 
aa t o FAble 811Cil u poru.ra t.o '1"0\a lftv prle .. La t.he 
Aaerlcaa •.rke\. • 

Jlletller tho au'beld7 b tl'oa Oo.e-t. or ~r1ftto .......,.., 
or hotll, •lid llllather 1\ 'be dlract or 1Dd1r ect, 1t woiAld • PI'e&r 
tro;a o r .. dl.n& of .. au o" aos or tbe t ar1t·r J.c t ~.bet eo,.roaa 
1uh od" \ bat co~mte""U1Q& dutl .. lboiAld 'be t.poud. lor eo.,.r, 
iooo.A cb ao ouch du\1 .. hn o prn1ou;al7 'be., ocllMt.,. , 1\ 
u ooa to • tho t U. 1o up \o tbo f ,...,.UI'J \o abo• oeuoo -.117 
oucb oo1111ter ft11JJI& dutloo abould DOt be OOD\laued, 

lou aro or cour .. f...U.... wl\b tho ..,..._. eurronc7 171\aa 
·or a ...... ,, IIDdor whlch 1\1 ~led 0 1DlLDd aarta• caa 0111.7 
ba uod to ba;r o..-- 1<>041• It 1o ~ _,_ate8dla1 hoa \loa 
t1rat ••••J*per arUolo aboY-.aUoead that u ladl.rect. 
n ho1d7 OD Canu uporta 1e 'belllc a tfact.od 1>7 J>e71DI 1D 
1ol&.Dd aarlto pr1cae tor .U.r1C&D oot.t.aa_, coppor, aDd oil 
which ara aa per • .,, a bon th• world •rt•t, •1111 raqu1r1111 
.li!ldoaD -J'\Irl or \b .. & pl'odUI)\1 to I)'IDd thl 1Dl&J>d 
Mrh t or C.rMD 10odo wbioh are o•baaqueo\17 ~ed 1a\o 
th1o ooru,r •1111 eold for tar laao \baD \loa fal.r r rkot ftlue, 
to t.b d t trU.t. of A .. r1ra prod,..ara of oaejla\1\ln ~odllot.o. 
CioarlJ .,.oil &II 1Ad.l.raot. 111'beld7 aathod 1a within \be j,)W"Win ot 
t be - tarwll111c du\7 proy1o1ou or aocU.oa 101, .....S oart.o1Dl7 
1\ a\ 1111\ co- ritbl.a \be .,......1 .. ot \be &~~ti~inl aot., 
• bleb •• 70" mo. l.oopooaa a •PM1&1 ~ •uv oa rorelp 
coodo iat>ort.ld la\o LDd ao1d 1D tba IID1ted Stt.taa a\ 1111 \ban 
\ holr ta1r Mrlla\ .al••· 

I .-lei &JIJII'Mla \o 1\ 1! 7011 ~4 11n .. , a\ 1•• 
.. r l1oot ooa..a1ooca, a tu1l upl&Dat1oa of \be t r .. wur7'• Q0\1oo 
rqardlq t.bia M\ter, ADd t barolo7 o~\1 tbo oMaaa11,7 tor 
'If "11t.Jwullaa • pr1Y!.l .. ld roaolutloa torrll7 calliq upo4 
70u tor ouclo a ro .... u oe, 

f l 
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.... ,,u.., 

D.al'·· l's I ;a 

I ..... ,... letMe el ._. 1, 1 .. 1 ...... U. a ... ._. 
wltlo ... ,... .. antal N ~ Sa .. ..._ ....._,. ,.. 
r.u.aq •· lta, "•"he .u.,... ... ,., .. _. ._a. ,.._.._ 
att-lac ~ ...... ·- ., ....... , ..... , ... 

fU l'si I .. ..,. ..... ..,.. _.. 7W .. , lt Mil ao U.. 

"""<& ._, "' ·~~1T •-•- utca ~~ .. _..,. '-'loa 101 ot -. 
tustt Ut ot 1• •• •• l\ ta oatld't" tlad ., '-'J .. .,.., 
b a1a or .__..,.. Uhctly or le41naUT .,,_ '" __,..-, ,.o­
.. attoa, w a.,.n ot .,.oU ~ .. Sato •• hlt .. ttat• ~- aN 
tt.\!on to rqlll.u 411Uea Ul!n tl>o 'riU'Ut Ut at 1110. 

n. antalaa u u. INtoa ,.. .. _ "'eat_.. ~"u ..,.._, 
...,, ._ ~ ta •• ... , .. ftaMil- \&ac aMiU~ ta ,_ 
W)'CI 

1. IT ••» ·-"' t o ~nua t'P a a ,... ol'l1SaallT 
..... ._. "' ,.,.... -tl'liNti•• t110a ~ ......... aat tadUti'J' .U 
l ater .. ,,., , .. ,,. aoa\rlh\loae trea tU 8a...a a.. ...... ,. 

lo IJ oalN ot ··- .. rell.aa41•a ta •• IIIIU .. 6te- ., 
r.-... ,..,_ ..S\11 ,.atNtoa &a ottlla\ •• '"" ......Ucu tiU'oqla 
U.• Jll"b<l•• at o- kab nut•• a r _. ._.,. oala ta •-=ar 
•• • s..nt. 

•· If •• ··u .. ...,..... ti'Mlaa ta ,..,,,., ta..erte tato oa....,. 
are oa1• at prlaaa ......,\u\l.U,. •n• Uoa worl._Kat laftl, _.­

,... ••a .. ""'• •••• aal ...... to J'tU'Ilbate GaJ'IlOIA , .... llllltaa "" 
aaU otter ta.,.rtaUOII u to tll• Oatt .. at•u• at tar l • • • til~ t~aalw 

~ ......... 
I """ la-'lfaUou eoaolloHel 1a D• Ill' a.. ..-•• ot tM 

fl'euur - lla\latl" tlola .. ~, .. , .... ~u .. ,_ • ,.... 
llaUt 'Q ..._ • •-· • law • ..,,..... ,_ •• 1 .. , - tat• Sa I .. " 

''- •• * ..,....u .. ot o.- ,... "' -.~. -m .. , "'' tati .. 

te ..-lolialo ••' - ~"' ........ oa _, u .... aw Sa41lflla\ -
...... to tile llaltel ... ,... liM• .. ,. at ....... 0, l tiO, aa liN" I ow-• ...... ,.~ Mftfta .. , . •• oattwt , .. , .. *' •• ,..... w 
....... -.lt ............ ,_,. _ .......... , ..... .... 

._. lfH II , .. - .. - _l.,.. ta , .. •Ualu ... ,._ 
~- 41-•= .. "'l's • ..,. s.~u .. , _. ,..,... 1a ,... 
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\he ••11 t or Ule tr._,r•a oo•\el'w.Ulac di>\J Ol'der .,uan Oonaa 
.... eMD4! .. 1aeuod oo 111M •• 11111 ( f.D ... 110). DD4or •~ ot .loapat. 12, 
1111, \he Oeawoa ao.,.......\ , .... ottlcial aealll'aooa to the Dal\od ka\ .. 
t.bu 1\ bad •w• _.,... •• to \ be attoo\ U..t. a alt.ber t.11e uo ot t.11e 
ecrlp aod 'b<lcld proo..,.u-e will bo pora l ttod, DOr wlll tho JMO¥ .. D\ of a 
publlc or l""l•t• proaJ.•.,.. oubelq, or tbe uao ot o\hu Cla .... n cWT•n07 
•ad rolobo .. rke treol7 coa.-r\lblo la\o tor al cn ourrooa7 or rolcb..arka 
tr .. l7 llUliu blo i n aerMATt be allowed ln COMOOtiOD dtb \hO dlroct 
or l ocUroo \ Uj>Or\a ~loa or dutiabb aoD41 troa a ..... D1 \o \ho Daltod 
Stat oa o r ~r1oa, eo tar u aucb axpor\a\loa taku plooo or _, tako 
JloCO o.a \ho bull or .......... to • bleb . . ... oacoludod Oil or attor Auauot a, 
19&6 • • 

:la \bo b .. lo ot \b1a aoW\11'""""• \ba fr•our7 ~par\aut ill 
T.D. •a.N, ot ....,...,.., l c, li51, laltruo\od coUoc\oro ot ·- \bet. . 
oa\l.utod coUII\enall1aa dll\1 .. a ood DOt be coUoa\od oa _,.oblu>diH .,._ 
;>o rtod troa Ool'all7 1t t ho ...,u..,wr coacoraod wa:o • tlerbd b7 do­
MD\arJ OYidaaao \bet thO COD\roc\ or purch1100 Or o\h ... _,ro-' pv-

1\I&Dt \o Wblch tho IOodl wore ... pollllll. froa ao ...... 7 -· •terod into at\er 
Allluat 2, l i N . Ulldor mot1ac lalnuo\loaa, colllltonot.ll.l.ni dutloa • 7 
atlll bo appllcablo to tbo ol&1101 ot a oreoc .. robaJ>dloo opocltled la 
T .D. UNO 1a t ho abaooco ot oo\lotact orJ nldoaao \bat \llelr .aport trooo 
001"11&117 •• purauaot \o an oar o...at entorod law attar Auauot 2, l9N. 

Continuul. lnnot.lca\lon 11111 railed • • tor to ootoblioh U7 roooat 
1netanca 1D wb1Gh t ho .lntl-Dwlplac .&ot, liU, ehould bo applied \o laporta­
Uoat troa Ooraan7. 1) ...... ordaro oro aow Oll\otondi.na aad ut Go ..... 
tbuab \a olio and wlro toaciq ot c.rtoln doeor1pt1.ou . r . D. 46815 alld 
r .D. •eell&. 

In tho t a.ll ot l~N, ~ roq~>oeto nro rooohod troa uorlcac 
Uoj)Orhrl aod oxportar• tar .,_.e ae to \ be •~plloebUlt7 of COUilhn&lllac 
ofu\iee \o .. robondlle I.Jopor\od troe ClerMAJ pur1111nt \o ...... toua • rrua•oote 
dooc:rlbod 1a \ba roqueno , ., ... odrlee. In Yift' o r Ule 'fOlaN or \boao roo­
qi>Oeie , tho Troa....-7 DoparWoot oa Doceallor (!, liM, heaed a pre., roo­
lloeo ~loi.na cari&lll of tb.o prorl01>1l7-eodo ralillc• boldi.na tbet 
corta1c proooduroe 1n co..,.octlon •ltb 1aporu troa GerMAJ wollld not ln­
oohw t bo paJMct or bee\owal or U7 bol&lt7 or crant rlthln the pcrYiow 
or Sootloa 8011 ot \be Tarlft Act. ! blo pro11 rolouo • • &inc wide 
I'Uhlici\J . Ono ot t btl proced..rea no t ln •ol•lnc " bount.T or crant n o tbo 
.P07000\ Of tbO purcba10 prlco Of liii)Orh trOll aarMD7 la wbolo or 1D put 
• U.b tbo procoedl ot tbe aalo ln Co,...IIJ o r .. robato41ea exported troa tho 
Un1tod Stat .. , provided \be procoedo eo uaod wore oont11>11A117 oWIIod b7 tbe 
voreoo tor ,.,,.,. actllal acc01>0t \ho .&aniCilJI aorcboadho wu .. ld i.e 
Gar11U7 and t he Garaan 1oode ...-. p~>tcboood 1n \bot C0111lir1• 

Tba aaon\1 ot \be fro&al>r7 Dopor\IMG\ atoUoaod 1n Gor8&Jl7, 
u wall 110 cuatoM otflc:ore 1n t bh coiiDtrJ, baYO - .. n and aro oloool7 
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·•· 
.....UU•IIIC .-..oa•••• Ia hrs.a..a..rtaa \Pt:olN to ~ .._ Da,an..t 
affll .. wtta Woa .. l• -·-• .. nell . ........... la oNw tMt It 
.,. ... ..ua ,.., ... taiiiJ -'" - applllatla of U7 a oolal PI'O­
'fltlaa or ..,. •••- bw. ta.oo, u 1 ~lu ,.,. ..u1 ... u ,.., ... 
ut .,..... -- to --·•· .._ wtn all •• t eta at ....,. .-.. 
... .. ~ .... tifftwltl .... ·~-...... fit .... ntl .... 
JI'Owiolou at _,. la• to tllo o,..lal ol ____ JC ... ioe ,.,.._ 
'ldta ~000 o.-tJ'l .. WillA llaft ....... -.co OODtii'Ol lillol o\a.P­

atrloUoa• • •-"•· I - •11 ...,.... , .. " "' tllo Dopai'Wat la 
-UnallT IOilt1ac _ .. , otfoPU to aot all \be t aoto aaol Jv.at u 
..,..,u, on4_..,a t o a pplJ.,.. leola p.._tlJ _. lalJ'JF to til• t..U 

ot \Ito el .. U• u \IIIIIJ aJ'O olntlo,.&. 

-..."1• M1a ~. ~ ... .., 

(Slpet) I . _,_..,_, IPo 

,.. ...... ., 

..... or lopJ'OO•t •UWN 

.. 
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(, ...... _.....J, 
HMt+•J&IIP pmp 01 JW19P1 rg ,.,C 

loUM or eo•wnaUiq nU•• w '-~ ..... IIHUoe JIO), 
Tarif f u\ or l9ll01 "r .,...,. ot \IMI ~\ or llel'-1 or a ""•• 
or .,...t llpOI& tbe •.,o*Uoa of Ml'\ala 10od1 troa a.....,. 
Colleotore ot C...'- iuvucted \o _,... ll41o.l.ci&Uoa of •'rlN 
oo•trllll duUallle illport. traa a....., Md \o eoll.H\ ••UvW 

ac!41Uoul duu .. 1a Ml'\aiJl -·· 

to Cllt.LIC1011 or CUS1'0111 .&1111 OftDI5 OJICIIIale 

file .,._,. b 1a neeip\ of l ate ... u oe -~ \M operaUoa 

ot oo-...Ued ._ ....... tnuacUou t.lu'o111b w!deh \be illpol'\aUoa taw 

\be Dolt.<!. 11\atc• or •rc~•• traa a....., h t1v·Md 't'- ot 

prMI.• prio .. tor urt&lD pro<!uch , portioularl.J' catteD aDd oopper1 

•JUab eat.1ef1aa t.be lly;rMo t.bet auob t.raol&cUoa.e 111Y0lw tile ~\ 

or b .. towal or boUDUes or CJ'I'Il\a wHbia tbe Manilla ot leoUoa )0' ot 

~· Ta.r1tt Aot or 1930 (o.s.c., Utle 19, •••· 1303) . 

AcooM1Jtal3, ooUce 11 berel'7 11••• tllat duUa bla .. rchoDCiiae 

l.a;)ortad 41rect13 or 11ld!roctl3 troa Clen&Z~T, whlob bat beea or aball 

be aooatd.J"td t.,. 01' tbrou&h t.bt d1tpo .. l or ot.ber propeJ'1¥ 011 • ~­

baeia (rec....:lNt ot t.bt ch&n.cur a t •ucll ot.ber pro,el'\7 or ot t.be 

.. \bod at,...... of wob d1tpo~&l) , 1t ..,t.ere<l tor oo- Uoa or W'l.tb­

dl'&ft troa warebouM tor co...,..;>tl on otter t.be expiraU oo ot tbirt¥ d.o,rt 

ottu t.bt pubU•Uoo ot tbi• cl&oiaioo 1o a .. •lcl.J' iuue or 'lii!A61lll! 

DICIIIOU 1 w1.U be tu'bJac\ to t.bt P"tt'&Dt of oa\81\ei'YaiU.., c!uU" 

oquei \o tiMI oat ._1111\ ot UV' 'bo.,.\7 or IJ'U\ 4etera1Md or aaUaai.H 

(6 
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te ....... ,... W -· I .... lte ljll .. \loe h.a ... lj?o 

.,_ u.. .._ ,_ a zct'• w at', _, ,._ ... au •• 

tMt•h1 o -.r:Mrl'" I &I W a..nlr W IMino~,.._ lu ..,, 

...u .. 1M ... ... 

.. , .... 
: 
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E .. .. . ~~ :? '11 .. , .. ,, 

• & 1 ~ J .. 1 10 i·ft: :-:: 
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( f l ! t: ~ f 2 = ~ I - ~ I e. f t i I 
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1 r f .: . i ~ i f ~ ~ ! f s E t & r ~· f i 
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·•it~~f ... =-~l : ~ e.-:-f .. .. 
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""' an .. a I 1 Ul P' el Ia Haw, Ml, 1 ...... - liJ 1ftMw 

..... lau arr •• 1-. *' U an&a ...__.,.a at • '-'II 

... , af lNO u MW1 , ..... M llllllli'Jt l ,_..._. • aiiJaaUa .. 

IWI ...... \Ua _.., .. R If w-t.Ua M 11- \1 tM lw laoa A\ 

La ..... \1 .,_.\loa\ GDeie9otW--\ .... ,_\lal\r \1 ........ llll Ira 

La ,..u-. 

.. 1·--

.......... l/llfll 
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11 .... 11ar7 •rc•U.., lr. 
horo\1.17 of \!Ia Tr..-,., 
h oaiac\ollo D. C. 

11J ciMJ' Mr. lec:re\Q)'t 

r r n a 

........ , •• c. 

llanll l , lNI 

1 cleo1ro t.o ..u t.o 7fllriZ ·•~uoe aa anlc:h appeariaa 1a 
U. llol\oll fr&nocr1p\ t or '•*7, lo""'-rJ tau., 1a oii.Uh 1' 
11 ot&tecl \at \!Ia Tr......,. bu •II.LftlT ud -...u, ,....,..._.. 
U.o M•t.no.Ulac hUN wblell pr.,.i oulJ' ba.,. Min aaooaMcl 
uclar aa.U"" 101 of \lae Tar1tt .Act -.a lan ..na.1a .,..,.W... 
Oo..-a upona. fba ...Uc:lo U..U•ta• \laet ftoll aoUoe.., \ak­
u Dunbar, lNI, at \lla 1111\allll ot o,....., 1ataroote, ud \lla\ 
UtUo 1t M7 puh1J.c:U7 _, p..a to \Ill M U.er, h I JIPMI'I \a\ 
U.o tire\ DOU., aq 111 ... 1•"' 1Ddwotr1u bad of U.. .......,.._ 
,..,, •• Ulolr ciJ.IOO'f'AI'J of 0....... rood• oa tbo Aurloao 
MJ'Ita\ at. ucepUo~ 1"" prl .... 

.Ac:oordiDc t.o 11J lllldaratndllll of U.. proY1a1ona of &MUon 
101 of U.. Tar1tt Aet, t ho froa1tUJ7 baa no ciJ.acratJ.on 'blat t.o 
eppl1 t be - t ona1U oc duUaa "'*'- _, _,..,, ,..._, 
portnorablp, auoo!atJ.on, oorWl, or - pereU on P'l71 or llaat.o.,., 
d1racU, or 1a41 ... o\4', _, bolan\7 or ana\ ...,... \Ill aallhc\111'o, 
pr ocluoUoa, or Oltpol't of aooda, al>d w c:h IOI>dl .... ~ted ut.o 
t.be ll!Ut ocl t:tot.... It tho .u .. a u o ... coet&iJlocl 1a tlla n-papar 
ertlch ara \Na, 1\ ~ a ppear U.t tbl f r ou'III'J 1o DO\ 
C:II'I'JJ.na ow\ tbo plala ...... to ot \bo law La UINI Uc _, ... _ 

YIUJ.na cluUoa Alaine \ cer\ain o.,...,. a por\a t.o WI eo..,\1'7, 
oacl 11 t.hareb7 aau•ill& AaerJ.eu le&aa\1'7 ud labor to be Mli>JMtocl 

t o utaJ.r -"" ""' J.n tho doaaU e .... ~ret.. 

Ia • Mp&rat.o arUcla 1n t ho buoor1p\ , \ boro a ppoara a 
clbpatcb hoa 1\a ~oll1Jict.GII oorroape.d•t Wl•U.. \loa\ \boo 
Tro&a'III'J ou lateUJ.na 1 te &CJUoa oo t.lla IJ'OU'I t1oa t. t1>a prlw t.o­
bor t&r 111beJ.q .. t.llocl J.n...U"' ciJ.cl DOt - wUILI.a t.lla j)OII"t'1• 
ot aaoUoa 101. Ia¥ I .., 1n \lila ...... cuoa t bet bo\11 \bo 
art lcloo t.o wllloll 1 haft rotarrocl point "' t.bot. U.. o,....., 
Oowor-\ 1a 4J.U0\11 J.a.ohocl J.n ~ba IUbeidJ• fbo lat.tar ot 
Ulo \ wo ooot&J.na t bla at&'-\t 

Ofba o ...... Go.-\ llao hll taoU1Uoa t• 
a l'llaa 1U uporta to \be lla1\ocl lt&too • oonoealocl 
O..u ., n11a141. loftral ,_.. • .,, t.11o o­
eo..-t torool IIUJ.aou ud 1111118\1'7 to ra111 a 
bUH• ..n tW t~ \lae •baW• t.J.• of t or as.a 

.q It... La \AI' \be lift-\ 1Ualt a..vi""" a 
~ ot t.llo IIUaUJ •• 
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COli ... ..., .... --
""" lln\ uUila aile• ••U... ... \aa Ill', Wlll lAe 1. 

curt, at \M a- •rite\ Clu, u ..,...., 

... o...r-• .... et o .... '"" ••• 1e 
pn oUH • 41-\ ftl'71111 ,_ U w .0 per oeet, • 
onE -•• rr- \M U..\ ,llll'lHo liMa \lola prloa 
aoftt .. alOil la ao\ ..rtlalee\ u abtall \lla W.laaaa, 
tbe Oonaa axpoJ'\Er ._z 'be <llraa\17 INN141e .. b7 u 
&441UOD&l10 \0 la par -'• ller_, aponara are 
alloweol \o r .... • pr~ · - • ....S ~ laa ... \IanNI& 
\'be ropo\rl&Uoa ol Oora~~ bollola wbleb are 1- 1e 
\be f oroip -.rl<a\ \Ilea 1a ler11a, .... u... , ... a­
Upor\arl aan a protl\ oa boa4a wlllcla oo..,oa.aot .. \INa 
tor \be 1a81 oa Ml'ahudJ.M export... ~ •• \1111 
GerME Go-t rraquee\17 Pl7• boua\1 .. u apor\ara eo 
u \o -'DU ... 11 apor\Era \o .,ao\o 1Mv priaM 1E Uta 
Aller l ou a rltet, • 

Jbetllor tho evllo1d7 la boa Qooro-\ or p1'1wte 11011r0ao, 
or bo\11, and wllo\llar 1\ be direct or ladiroot, 1\ wollld appear 
tro• a ra&dlaa or sacUoa 1505 ot \llo Tar1rr .t.ot \II& t Coaar .. a 
lotaod .. \be\ oo•t.e""111Ai: duUoa abollld lle ~.... lloriO'for , 
iou iNcb •• auob dutl•• ba'fo pr on o,..17 b..,o oollaotad, U. 
ooou to M \lilt it. 1a up \o \111 frouur)' \0 ebow oauao IIIII 
auob co•tarwllill& dutha tbo'l&ld Dot be ooatl ...... 

lou aro ot couraa taallar wUb tba ....., .. ...,.....,., AJ•U. 
or a • .-,, ...Sor wblcb it• •• on) I .. 01elaad ........... ~ 
bo uad ta 111q a ...... , ....... It 1a E7 .-d•rla-dtea rr- \be 
tlrt\ Do .. p&IIJ' arUcle aboor.-Uoa .. \be\ aa laollr .. t 
oubold7 oe a.,_ .xporW la be1E& ettocW b7 P171JII 1e 
l.a1ud -.ru pr1CM tor ._rl.., eott.oa, copper, ....S oU 
wlllcll an at per c•t a bo.,. t1>e wor14 Mrtot, ....S raqulriJII 
•"-- ...,.rtara or \llaaa pi'Oduo\e \0 opWIII \ba 1a1aad 
Ml'ka far a. .... ,..U wllleb are nbeequc\17 'EjfttM lito 
\lila ••UJ aad •ld tar t.r lou \ME \ba fair -.rl<ot wl11a1 
to \bo ••trU..t oiA .. riaa prod•ar• ot aoapaUU .,. produoto. 
ClaarlJ ,,... ... la41raa\ •bcid1 eotbod 1a w1\b1E \bo punln of 
\bo _,_Ula& ds\7 ~lalou of .. ouoa 1501, o.ad car\&1Dl7 
1\ at lou\ ..... wl\ 11111 tba panln ol \be .,.,1~1aa eo\, 
wblch •• rou IIAow 1.-poaaa a apaalll hloplAJ fu\7 oe toreip 
..... llpen .. 1e\O .... aold 1e Ul• 0.1, .. Ita, ... , le•• \bell 
t bolr talr aartet wl~•· 

l ..U aj)j)I'Mlata 1\ 1t 7" -u &1.,. ea, at,_ 
earlioa\ -.1-•• a tlll1 ..,.. •"U• at \M ~·· MUOA 
r•ardia& ~· •twr, aDd tllar oto' •""'• Uta • - .. 1\7 tor __.otd,. a prl'fll ... rwaoli&U• tarall7 ..UU& 1QIOil 

JOt tar Noll latar.Uoa, 'arJ \ral7 ,. ••• 
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~·.aa 

,.,....,.,. • • mmaJe 

' '«"'''! ' ""' ' • • wo bt·M 
., ., • ., o ••w ._.,_a, u•, 1 ..sn ... ,... 

~·~ 1 bad~ .... .. a~ llee•et• li.U. DO\I.M or u.a 
a,oatu- or _.._na1UII& c~~ouce • -~ ·~ tJw a.ndll' 
..... kouoa IOZ or u.. TarUr ...,, ar l tto. 

1M -t..na1lbc c~~~u .. - ...,.".J'ad .7 ,._ .r­
ooUe4 "MrWr1 -.:U< ... tbroucb w!lltll U>o lapol'taUaa 1atlo 
\h lJaiW ltawo or dllt.loblo ~ hw a....._, 1o Nnmu• 
117-or~- .n- tor eort.o1a ,....110t.o, parll..,laJ'l¥ eou• 
Mil _,..r, 

laYNt.lpUaa or U>o OQI'I'OII~ OJ)N'aUoa or U>o ......... 1' ---

82 

ecUoao ha& aoUatled tho !'lrMaal'7 U>a~ U>o <lol'lwl Gowram~ 117 • 
,. .. t.l'lc~& 1aJ)Ol'W, filWIC lapon prleoo, r.plaUq tile aetbo4 ,. 
of Jlll11aa f er 1aporta Mil -W.Uiac U>o 41opoe1U. of U>e ~ • 
..... or Jlll1&0&\1 1o beotlowial • ...UIUibl o pr1'1'1lol e or iJ'Ul\ 1a ' 
-eouoa 'f'lU> abotl\ balt tllo dut.loblo a....,an61oe .apol'tecl hw 
a....._, to tbo 11tl1 w llta '"· 

011 or ebw\ .. ......., ze, 111U0 J011 rd&J'HCI tile aatwr u 
lise , ,......., O.Oorel for aa opirloe, lobo\&\ Dousbel' 1D1 Ltae, 1 
laenaod U..~ aa op1a1aa bad bee ... llaltt..d to \he Utol'llq Geotrel 
for eltlll&tioro, I ao aloo iator-.<1 U>e\ doe Attoftq Geaere1 .s ... 
a1rod t1o MM 11M op1a1aa w 7" ,..,. 117, 

011 I~ n , uae, 1 leaned U>a~ tile o,.UW. bad aot 
ben 4ell'f<r ... w 1"" 'lloat _. be1q reta1Jiecl1a tho De~ of 
lla&Uoo 'f'ltll a~ 1a tile file &&:ria& tlaa\ DO ecU.. 1D tile 
•Uor .. rwqu1rod a\ t1a1a u.e. You o1U .-be· that the ltau 
~' ..auooW tlaa~ tile op1D1oa be 'f'ltbllelcl uaUl .... ,..bloo n-.... ,.._ a.,...._. 
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• 0 , 
7 

......... ~··· Ql 

..... ,.~. 
I lleft ,.... ~ttw ot lidO 1 0 1Nt0 ......-tl .. a • ._,_ 

wttll I'M;Mt to an l e laa ·~,_1'1 .. la "" ... ,ca ~:>' r. 
,~......,. •• lht, ......,t! .. .u..- ..... u .. ... ... lq ,.. .. ,_ 

atfootlJic a;oorta rP • ..__, t. •• .. U .. k at .. , 

tb• t'PMewPr Dot,._ ...- • til J'O'I ""' U "*• ao u .. 
oretloa bu' to a~plr oouater..t l t a& dat t •• ..a~ S..tloa 103 ot ~• 

f .. r ttt • • • of lt~ ••- It la MtlLf l M •~• •r toutr or.,...., 
11 1.1 4 .,.. Nl1o- U reetl7 or u dlr• U r •- t ile _,.....,_, ,_ 

••ttoa, or u,.n ot ~ 1a,..rt .. uso " ' Oait ..... , .. tilt• are 
n bJan to l'...,.ta7 .,.tt1a ,.... \loa l utt t Aat or l taO. 

!lie n tsol ea 110 \loa ...... IPMaol't t oa4 10v ~tt•• •liiP• t 
\bat Oalll!ll> IXfOI'ta to \Ill ~lt- Sh\ 11 are baltla • htct ...a la , .,.... _ .. 

1, 17 010 ~,7aa\a \0 -"1" t r • a t\la4 ol'f.&1u117 
,,..., .. 1>r r oree4 oo:.\l'th tiOilo h v a 011'11 ;o k.lllllll uc Wu\P7 u 4 

leur ... , ,..,.. .. "r ecat n'-'Uaaaa trQa t lla Oel'M& 0..•-•• 
a. 111r ea1 .. ot o- ..-uoa ta 'Ill llalt .. 5 \at .. at 

"'••e4 ,..taaa -t tll ,.:r:r.taatoa \o otf M\ U.• ; rl .. ...,.etl oaa , ..... .._ 

\ba pue. ... oro- ...... oa\tldo aw ., ... " " " ala La krznr 

at • ~rant. 

a, 17 ..-ll .. ,..""'.,.. t l'M1 .. 1J: '<llloll t a , on o 1D\o oa...,... 
ara eol • •• pn.., .,..,5_ Ual17 aloo'ra \Ill wor l - n at le" l • aM "" 

"""" 4 u 1ftt 1'1\ ..... oh • •• • u.c \o ,.,..t.a•• o ..... a coo4a ll!ltall are 
•14 otter 1a~n.uoa 1Ato tlo• Oa1\e4 . , ., .. • • tar 1• .. tll "la \loeu 
aar lra\ ..._,. .. 

83 

a-..u• '"" "uaattoDa ooo411ot e4 ill o . .... ., 11 . ..... ot till 
........, Mft MtlOf lM \ll1a Dtp-\ .... , lUll -..a&Uu ,_ a ,.... 

loatl\ ap • 4er a 0..,.._ la w ·~- 1•• re, ltM, _. pl14 la •-• 
tlaa 'Ill~"" eQOr\aUca ot o.r- .... \o _.. - trt eo, ""'tall .. 

to 111UUU U.a\ noll , .,..~.,...,. . .. •.., 41...n of' tlldlf'lft -

porto "' ••• aanee ha' " · v ..... ,. ot DtMoolo .. 1, l tM, •• ._. 
ew...._, ..... t oNal ... a .... " I O • • Oa tte4 .... Ulll' .... tuMt ... 

aot, -.4 ~· .. ,, "• ,.... • .-•~ • rort• "' •• ... , ..... , .. . 

.... , ..................... _ l .... la .... eft11lal ... J'OU' 

l atter ,... 4taoonre4 "r ,_.,., la.,..t1pl1 ... , u d t oft004 la ,_. 
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• I • 

.- 11U11 tv \lie "-_,,, -~ .. _. IN• ap.1aft Clenu 
-t' U• ~ • ohiM •• late (r.l • .-o). elMer .... ., -....u, 
11 .. , \lie Genu Oovwu•• pn ortlolal •-• \0 \lie Dal\14 1\1\11 

t.~ao• U. bad '\Ill• -- \1 \bit ott"\ \bat n1l\ber \lie- ot \lie 
t01'1p u4 "'* prMiftH wUl be p8a1t.W, - w1ll \be,.,._, of a 
publle or pr1•t.e proal.• • ...-w,, or \bit •1 ot ~ a......, eurra~e7 
uo1 rel.--rll• fhel7 - ....Ullle la\0 hre1p -r-7 ""' ~ 
t'J'Hl1 oUlhellle 1a o • .....,, lie all .... la -..uoa w!~ \lie tirM\ 

or iodine\ lllj>OI'\IUoa of doUAlll• aood• h-. o ..... .., \0 ~~ Dal\14 
S\ltea ot Aaer1oo, 10 fu u t ucb IIIPOJ'\1\loo \llt .. p!Aooe or ~ \1111 

place OD t.bo bu1• ot acr•-•• wlllob were ooael.., .. oe or at\er .&ucut S, 
l i M. • 

0.. ~ bub of ~~ •• ...,...,.., \lie tr•n17 .o.....-t. 1a 

t . D. 4M11, of A..,..t. 14, 1aa, i.Dit...,..\14 oollaot.oH ot .,..._ \be\ 

oaU.-t.M eo-...-111aa duU•• ..... DO\ be cDllacw • _.elludiee 11&­

por t. .. hoe oo....., if \ba oollee\01' coooeru., ...,., M\1tf1., lo' .. .,._ 
...... .,. e'lid-• \bat. t.be ooot.reot ot plll'obue or other .,..,,_. por­

tlllllt. t.o wblch t.be aoodl ..... axpo ... rr.. a ....... , -· ....... 111\0 ., .... 
1U1Ut. E0 ltle, elMer uioU.., 1anruot.lou0 COOII\II"a111aa dot.iH ~ 

aUU be applle&ble \0 t.be DlA•••• ot a- MrcbiD418• •peeitl .. 1a 
t .D. nao 1a t.be ,.._,, ot •t.1afactol7 ..n.•- \bet. ~r aport hoa 
Gei'MDJ •• pui'II1&J1\ t.o 1D 11r•-t. •t.ar .. ll>t.o attar ......,, f 0 liM. 

Cont.1Dul llrroatllaUOD bae r.u., 10 w to elt.ebUall .., rHoat. 
lMt.aDCI iD wbloll t.be I.GU-JN.plal 11\0 181!11 abaoalcl be e ppli .. to 1.,.rt.a­

t10111 hoa a ....... ,. D f'N erdere ere - .....,, .. AlDI •1u• o.,.. 
t.bDb t.aoll• ao4 wire t-lal ot oel'\&la 4eecrl.~>Uou. t.D • ..au aDd 

t.D. 418a • 

.tD t.be f&ll ot 1~, _..., nqiiNh Wll'l rMiiY .. h01 Aaer111D 

lei)Ort.era ao4 lllj>OI'\Irl e. ...,.., •• t.o \ba •l'plloebU1 t.J ot OCND\an•111111 

duUaa t.o •I'Gb•Dclile ~W hoe o......, p\ll'llllnt. t.o ,..rio• arJ'IDI•-" 
doocrlbM la t.be raqwttt.l for a.dYlOio Ill Ylft Of t.be 'fOl- Of t.b111 ro­

qlMit.lo t.ba fre&51ir7 Depar-t. aa DH-.r u , liM, 11111., a prau r o-

lla .. -na1o1 o~ ot ~ pre'lioulJ.-cl• relilll• llol41Dc t.blt. 
cort.a la ,prooedoi'H 1a -•t.loo wUll l apo.J'\1 h-. G..._ ...WS DO\ 1a~ 

ftl.Ye \ba pa)'MD\ or llllt.o..l ot .., be1at7 or II'ID\ rlt.bll t.be pur..t ... 

ot laoUoo aoa of t.ba britt &c\. flll1 prHo relauo •• 11Y• w1cl1 

~'11bllc1\7• O.e of tbe prooeduru 110" la• ol'lilll • 'bollftt.l or ll'tD\ •• t.be 
P11801l\ Dt ·\bl puroba11 price ot irlport.l haa G..._ 1a wbola or lD jllr\ 

wl\b t.ba 1!1'00..., or tbe Mle 1n ~>•~ ot MI'Oblricllls azported hoe U:e 
Oo1t., 11\lwe, pro'licl., \lie prooe.., eo ,..., ..... ••U..U, .... lQ' \lie 

per.,. tii/IJ' wlloe• aot.>aal , .. _t. t.ll• -lcao Ml'lllaelcU•• - aol4 1a 
a....., uc1 •be o ..... 1ooc1e were J"~Nba...S 1D t.Mt _..,., 

tbl ., ... ,, ot t.be ,...,,,. Dapar.._t n.u ..... 1D a • ...,, 
•• eell u -""'- Dtf1cera 1a W• -\J'70 bne MOll Mil are elNelJ 
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u. Da1\ed St.o\u of .. ,..baDdl .. r.. Ooi"MMQ' b n•·r• "' - ot 
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or b&•w-1 of bouat.iu or cr-at.o wil.lda tb& ....,ial ot lioct.ioa )0) or 

tee !arut .&o\ .r 19)0 (o.a.c., t.1Uo 19, .. o. l303) . 

l eoordia;lT• DOt ioa 11 b&rob7 11¥01l \hat duUabla &~roli>Adi" 

111por\oCI 41ro~t.l.7 or: 1lld1root.l.7 troa 0oi"MMI1, • h1oll baa bMD or &ball 

b& aoqlli""' 1>7 or ~ tile 4bpoaal of oU.r prepar1i7 011 • pJ"IIIlr 

buU (reaua.a. ot tb& ebanot.er of well otb&r rro,:u\7 or at U. 

110tbo4 of .. .,.. ot .uoll 41apaaal), 1t at.e""' tor .......-pt.ioa or w1~ 

4ro• t'to& W&I'OIIMlM tor OODMIN;>t.1011 att.or U. osp!Nt.ioa ot \MrV dl,r& 

att.er U. potbllrUoe at \IIU doobloa 111 a -..lr.17 1 .. uo ot !1'11111.., 

Dl c:IIIOII, w1ll b& wliJM\ to \llo P'\PO&\ of -t.e..-1lial duUa& 

oqul \o U. .. t. IUIO..n of """ llor\7 or vaat. 4et.ol"'l111&4 or oa\lalt.el 
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Coyat•milllf Dltlee • G!lMJl Pro4pote 

I attaoh a oopy ot a latter traa Repreaeotat1Te !Taad-.y ot 

Kaaaacbuaetta, dated Marob 1, 1959, raqueotln& a atat .... t caooerntac 

arUclea appearill& 1n th& Boatoa 'l'razlurip\ tor lebnaary 28 , ollaq1nc 

the Tr..,au,ry Depo.rt.nt with dere11oUOD 1n duty 1n rupeot at the appli­

caUon ot coomtorn111D& duUea to ott..- nl>e1dha 011 OeDI4D ~e. 

Ill tbio ooueoU<m I rater to -., -rudua ot lebnaary 6, 1939, wUll ra­

apeot to the oplDlOD ot the Attol'Dey o ... ral OD tbia attar, Wllloh bu 

not yet b.., deliTared to \be !'reanry De~t. A oopy ot that 

....,rmulua 1o attaolled. fte State DeparliMDt n&&&ated that the 

opinion be w1 thbeld a til IIJ'. JtublM returned troa Oeraaq. Aleo 

attaohad la -., propoeed replr to Tree.dwq. 

Ill addlU<m, I aa atUoblna a propoaed Treaaury Deola1011 

1n41reot~ troa Oeraaq, Wlliob h&a boan or allall be acquired 'b:r 

or n.l'OQ&ll ne diepoaal ot other prope~ ao a premua 'baole (recud· 

1eee ot the oiiAt.l'eohr ot euob otber property or ot t h& utbod or 

•ana ot euob diopoaal), tt ctered tor oouuaptlao or wttlldra• hca 

warellouN tor oon._t1011 attar the npiroU<m ot tlJ1rt:r daye attar 

tbe )lll'blioo.Uan ot ... oil daolelon, will 'be eu'bJaot to oOWihrnlllD& 

4uUea equal to tbe net _, ot azq 'bowaty or c:nnt deterallled or 
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fbo propoae4 ~ Deelal• ._. ... ~~mue4 to tile .f.\~1'11.,. IJ-nl 
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letter 4ate4 RoT.-b&r 18, 1938, \lUI\ lf aotloa 111l4er S.OUoa 80! ot 

t bo Tariff Aot of 1"" le 4etol'llille4 t o 'be aoooe&aJ7 0 I peroelT.t ao 

ol>jootiOD t o ble &~~~~~•Uoa tbat a4Taae lato~Uca •• liT• ~ tbo 

Ool'IMA Oon~t 1a or4ar ~ attor4 \bat IJ~ ... oppor\111llt:J' 

~ t.ban4oo tbe pl'Oc-..e 1a Cfll .. u ... 

JDcloeurea 

BO:o lotno4 S/6'M 

Ia1Ualo4 bf ., Enr. IIID .AL 

• 
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u. ......-... or a.- boa4a oonaiu o..z...., ... t»u aa1e 1a o..-, 
d . -tit. 
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~~GI.. 

-~-...... 

l~rch 1 , 1939 

Hon. Henry Morgenthau, Jr. , 
Secre tary o! the Treaeury, 
ilaehington, D. c. 

•IY dear Mr. Secretary: 

---

I desire to call to your attention an article appearing in 
the Booton Transcript tor Tuesday, February 28th, in whi ch it 

94 

1s stated that the Treasury has quietly and secretl y abrogated 
tho countervailing duties which previously have been assessed 
•1nder section 303 or the Tariff Act against certain subsidiud 
Gorman exports . The article indicates that such action was taken 
1n December, 1936, at the instance or German interests, and that 
lltte 1t any publicity was given to the matter. It QPpears that 
the first no t ice many !lew England industries had or the arrange­
ment was their discovery or German goods on the American 
market at excepti onally low pricee. 

According to my understanding or the provisions or section 
303 of the Tari ff Act, the Treasury has no discretion but to 
apply the countervai ling duti es whenever any country, person, 
partnership, association, cartel, or corporation pays or bestows, 
directly or indirectly, any bounty or grant upon the manufacture, 
production, or export or goods , and such goods are imported into 
the United States. It the allegations contained in the newspaper 
,article are true, it would appear that the Treasury is not 
carryil16 out the plain mandate of the law in assessing counte:r­
vaW.ing duties against certain Gennan ex'porta to this country, 
and is thereby causing American industry and labor to be subjected 
to unfair competition in the docestic market . 

In a separate article in the T»anscript, there appears a 
dispatch from its Washington correspondent indicating t hat the 
Treasury was defending its action on the ground that t he private­
barter subsidy method involved did not come within the pUl•view 
of section 303. I~ I say in this connection tha t bot h the 
art i cles to which I have referred point out that the German 
Government i s directly involved in the subsidy. The latter of 
t he two contains this statement: 

1 'l'hs German Government has full tac1l1 ties tor 
giving its exports to the United States a concealed 
Government subsidy. Several years ago the German 
Government forced business and industry to rai se a 
billion mark tund tor the subeidization or toreign 
exports. Later the Government itself contributed a 
part or the subsidy.• 
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The first article above- mentioned quotes Hr. William H. 
Oli ff , of the Home l~ket Olub, as sayi ng: 

'An overseas buyer of German goods gets i n 
pr acti ce a di scount varTing from 15 t o 40 per cent, or 
even more, t rom the l i st price. When this price 
concession is not sufficient to obtain the business, 
t he Geroan exporter maT be directlT subsidized bT an 
additional 10 to 16 per cent. Moreover, exporters are 
allowed t o reduce prices abroad and remove los ses t hrough 
the repatriation of · German bonds which are lower in 
the foreign market t han i n Berl in, and t hus the German 
exporter s make a profit on bonds which compensat es them 
ror the loss on merchandi se exported. Furthermore , the 
German Government frequentlT PaTS bounties to exporters eo 
ae to enable such exporters to quote lower prices in the 
Ameri can market,• 

Whether the subs idT is troo Government or private sources, 
or both, and whether i t be direct or indirect, it would eppear 
trom a reading of section 30:5 ot the Tariff Act that Congres s 
i ntended t hat countervailing duties should be imposed. Moreover, 
inasmuch as such duties have previously been collected, it 
seams to me that it is up to the Trea.sury to show cause why 
such countervailing duties ehould not be continued. 

You are ot course tam1lar >I1th the managed currencT sTstem 
of GermanT, under which i ts so- called 1 inland marks• can onlT 
be used to buy German goods. It is OT understanding from the 
first newspaper article above- mentioned that an indirect 
subsidy on German exports i s being effect ed bT P&Ting i n 
inland marks prices t or American cotton, copper, and oil 
which are 3:5 per cent above the 11orld market, and requiring 
American exporters ot these products to spend t he i nland 
marks tor German goods which are subsequently i mported i nto 
this country and sold for tar l e ss than the f air market value , 
t o the detriment of American producers of competit i ve products, 
Clearly such an i ndirect subsi dy method i s within the purvi elf of 
the countervaili ng duty provisi ons of section 303, and certainl y 
it at least comes ltithin t he purview of the anti -dumping act, 
which as TOU know i mposes a special dumping duty on foreign 
soods i mported i nto and sold in the United States a t less than 
their t air market value. 

I would appreciate it i f you would give me, at your 
earliest convenience, a full explanation ot the Treasury's action 
regarding this matter, and thereby obvia te the necessity t or 
my introducing a privi leged resoluti on f ormally calling upon 
TOU for such informat i on. 

Very 
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llanll 7. 1939 

Sir: 

Aa explehe4 ~o JOlt onr the ~elepUDe ~oclay, a 
e1tua~10D llaa arl.-D wlllok neoaaeltatee the ~1•~• a.ad­
I.Jl& to luropa ot oena1A otttolala ot the '1"Nuvr ~part­
..,., OD a a1 .. 10D ot poaat taponanoa, It le oouatdere4 
ktlhJ.T dealral>la that a rapreeeu~atin ot ~he ~~t ot 
1uaUoe aooca:pa117 the repre...,taUne ot the !rea.ftrr ~part­
aaut oa tkte ateatoa . It te llellne4 tlaa~ ~he pan• lien 
q11allt1e4 tor the pvpoee ie Baa. IaNter 1 . OUTer, Aae1etau~ 
Attol'U7 Oeueral 1A ollt.rp ot Outcaa, ._Tort, lew Tort. 

b new ot \loa eboYe U will lie appraale~ed 1t llr. 
011nr- lie autborhed anA d1reo~e4 to proo- at ... .,. ~o 
Loud011, ID&lan4, lerlh, Oe- ( "J ft1 ot Bollaa4), Pari a, 
J'ran<>•, and euob other po1Ah 1A bropa •• MT be neo••a&r7 
tor the parpoee ot OUTTI.Jl& 011t ~1111 a .. t.,..n~. Tba Trauurr 
~partment wlll, of oouree, retalNr•• 7our ~part ... \ tor tbe 
eXp«Daee 1Do1deut to Mr. 011Yer1a ~rip. 

Tbe lloD.orable 
Tbe Aito1'11e7 Oeueral 
Deparblen~ ot 1uaUoe 
Wu~Oil, D. O. 

Ver7 ~rul7 7our1, 

(S1pe4) ~>. Morceu~beD, 1r. 

Se<>ret&rJ ot the Treuur7· 

98 

Regraded Unclassified



llarcb 7. l9J9 

Sir: 

At tiM r.queat or \1M S.or.\&J7 or tiM Treu1U7, tiM 
AUOI'M7 O.•re.l lou autbor1M4 U4 41r.ote4 Baa. We'bahr 1. 
011'Nr, Aaa1atani Ai10rtle7 O.ere.l 1D obar&e or Cuat ... , ... 
York, ... York, to aoccap!IJQ' ~ia\el.T oertaiD orrtoi.ale or 
tiM 'freuiU7 De~\ to Lolodoa, lll&laJ>d, llerliD, 0.-, 
Pari a, J'ralloe , and ncb otbar poiDh 1D ~pe aa ~ 1M necoea­
...,. oa urc-t otr1o1al lNaiDe .. or \111.1 De~\. 

Ae •r. Ounr 1• &OiJI& oa \Ilia a1u1oa at tile ~ue1\ 
or tile 'freuiU7 De~t. 1i will be aj)pre01ate4 1t ,..,.. will 
oauae to 1M 11aue4 to Ilia a pea1port to \ra'Nl ill Die'..,•, l'l'e.Doe, 
U.IS&Il:J', lleJ.c1-, and Bollan4. '%'1111 tranl 11, aa atate4 , to 'be 
upoa otr1o1al 'bui1Deaa or \1111 De~t. 

a, 41reoUon or tile S.oret&rJ. 

ReepeotfullT, 

(Si&Jle4) ... B. lloRe)'DOlda 

Adain11tr&t1Te Aa1i1tant 
to tile S.oret&r7. 

• 
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llarch 7 , 1939 

Welles came in to eee the Secretary at 9115. 

Welles said that he eaw t he trent page ot t he 
Tlmee announcing the Secretary'• post er, 1 Does lt Con­
tribute t o Recovery• and that he l i ked it very much. 
IUI ,Jr euggested that he read Walter W.ppmann's article. 

Mr. Welles then said, "I understand that Mr. 
Hull epoke to you yesterday. 'l'here wae ao•e m,l sunder­
atandlng about his not bel~ able t o get you bef ore 
noon. • IUI,Jr replied , 'Well, that ' e unlaportant. I 
dld apeak to hlm, but he elmply will not take any posi­
tion :!'or or against tne German oounterrail1ng duties. 
(Phone oonvereation between Secretary Hull and Secre­
tary Worgenthau is attached. ) 

Continuing, HX,Jr said, 1 When I had lunch wf..th 
the President, I asked him to get the Attorney General's 
ruling. I also lett with him Congressman Treadway ' s 
letter . I have been told by t he Bureau ot Customs, 
:!'our months ago, that I must invoke this law and it I 
do not 1rt will be very d1:!'ticult tor me to explain why 
I have not . • Mr. Welles said, 1 I can see your position. 
It ia obligatory tor you to do it, but it puts this 
country in a terrible position. • 

•I told the President tha t I had talked to you, • 
llr . Korgenthau said to Welles, 1 and I urged you and him 
to please let me live up to the law. I urged him to 
get t he Attorney General to give me a ruling. I am 
gol~ to ask you not to again say to t he President please 
do not do this, but I will tell you now that i t I do not 
get a ruling :!'rom the Attorney General until FridaY, I 
will do nothing ln the meantime.• 

Mr. Welles t hen said , •we are now workl~ out 
ln a aatiataotory way, through the Intergovernmental 
Committee, the refugee problem and that will go by the 
board ae a reeul t ot thle. Also , :tor us to take this 
otep now may throw a complete skid under the wheels on 
what England and France are trying to work out , but o:!' 
courae 1:1' the law la obligatory •• • • • Secretary 
Morgenthau interrupted t o eay, •I muet carry out the 
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law. I cannot , as a Jew etop and think 1Ie thie 
good or bad for the Jewatl I have told you thie 
before, Sumner, t hat the minute I find -rself doing 
1t , I will resign, I want you to know t h1a. It 
1e terribly important to me, but you must remember 
that I have the law to obey.• 

At this point l(r, lfellea brought up the 
subject of Braz.il. He said, "I had a bad afternoon 
yesterday. OUr friend' Aranha is i n a solemn 110cd. 
When you and I saw him t he last time, here at your 
offi ce, Johnnie 'Hanes told me that Jease Jones had 
agreed to a ~.6~ rate on tl}e Export-III!Port Bank loan. 
Now his letter specifies 4~ i nterest. Pierson would 
not agree to ~.6~ , and, t herefore, Aranha is very 
sour and I believe be has eve ry reason. 1 llll ,Jr aa1d, 
1Aa I understand it, there are three proposals (l) 
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t he t19,000,000-plus Export-Import loan; (2) that he 
want a credit to b\11 merchandise here, and (~) the • 
letter from Aranha to me on a Central Bank. • 

Wr. Welles then gave HW,Jr a revised draft 
of cur letter to Aranha and hie letter to us which 
had a everal i mportant changes in it . The Secretary 
could not take t he time to go over them then because 
he was due on the Hill at 10 o ' clock. Kr. Welles 
said that he could have untll tomorrow and the Secre­
tary promised to go over i t t his aft ernoon and get 1n 
t ouch with h1m then. l(r, lfellee did point out that 
1f t he Secretary did not agree to the changes , the 
whole thing would go by the board; that he really lald 
great s t ress on the changes made. 
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Jlaroh e, 111311. 
4 :00 p.a. 
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HUJr: Hello . 
Hull' a 
secret ary: Secretary Korgenthau? 

HliJr: Yea. 
Hull 's 
secretary: Just one eecond, please, air. 

HUJr: Well, can't you put b1m on? 

HJ.IJr: 
cordell 
Hull: 

HlJJ'r: 

H: 

RJJJr : 

H: 

H: 

!WJr: 

H: 

lf!.!Jr: 

H: 

Hello. 

HeDJ7? 

Yea . 

(Pauee) 

Sorry to bother you, but I tried to get you 1n the 
forenoon and they poured in on me here until I couldn't. 

Yea, Cordell. 

! don't know -- no, no -- I t hink -- ot couree, we go 
out ot -- out or one oriels into another here 1n this 
place. (Aside to someone in hie own ott1oe: Sit down, 
Henry, it's nothing private . ) This -- I know the d1t­
t1cult1ee you've got on t hat Customs t hing, ~ou know, 
with Germany. 

Yea. 

I w&e s~ing to one ot our trienda a while ago that the 
ch.ances right now ta•or the paee&ge ot the lud low 
Resolution. 

Yeah. 

And it'a due t o the ettorta ot the pacifists and all 
other types to try to exaggerate eyerything about our 
attitude towards Germany and her attitude towards us 
at this time. Speeohea oritioal ot each other and 
threats, and you may have noticed thia morning, yester­
day this tallow Goebbela warned the British about their 
disparity in goode and eo on. You sew that? 

Yea, I did. 

Then, that spirit, now, ie •ery rite, •ery keen, and I 
don't know-- it'e the worat --what I ' d like to aay ia 
that it is the woret poaaible time t or anot her acute 
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HUJr: 

H: 

HJ.IJr: 

H: 

HUJr: 

f! : 

f!IIJr: 

H: 

Hl!Jr: 

II: 

HliJr : 

R: 

HllJr: 

II: 

HJ.IJr: 

H: 

IIUJr: 

II: 

l OJ 
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thlng, t hat they .auld perhapa construe as a further 
atep on ohoklng thea down. 

well here's t he t hlng. You see, your departaent hae 
blocked me 1n carrying out the law now t or tour aonthe. 

Yea, I know, we've all had our dittloultiee about it . 

And I 've -- I don't wan t to be demanding or overatated, 
but I have taken an oath to uphold the law. 

Yeah. 

And tor t our months I-- I've been not doing it. 

Yeah. 

And now Congr~eeiiAJ\ Treadway hae oo•e 1n wi t h a Tery 
etitt letter demanding to know why I don' t do thie. 

Who 1s he intereeted in? Who's haTing him t o do t hat, 
do you know? 

I don 1 t know. 

Yeah. 

Now, it 's j ust a quest ion whether between Treadway and 
the A.F. or L., who are very active in ralaing th1e 
question 

Yeah. 

Whether I want my hand e f orced, and then when I go up 
on t he Hill, what exouee am I going t o give when ,.y 
own department advieed me t our monthe ago t o --

Yea, well, I -- aa I said, I knew you had your dit f i­
oult1es - -

Well , and 1t'e just a queet1on or carrying out the law. 
Now,fwetr1ed to be cooperative, and we 1Te postponed 
this thing, and now 1n oomee th1e letter tro• Treadway 
which 1e a -- a very d trect and very roroetul letter 
demanding an answer. 

Yeah. 

You know who he 1a7 

Oh, yea, r.eeerved w1th h1•. 
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HIIJ'r: 

R: 

BlUr: 

M: 

R!.IJr: 

R: 

R.::Jr: 

R: 

IUIJr: 

R: 

HliJr : 

R: 

R11Jr: 

R: 

Rli.Jr: 

R: 

Rli.Jr: 
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And I Juet don ' t want _, band forced on a thing l ike 
thie ~ Treadway , or by Uatthew Woll . 

Yeah. 

And both of the• are -- are pr eul.ng •e very bard, and 
I have no excuee . I can't go up and eay ••ell, I 
haven 1 t dena thie baoauee the State Dapart.ent aeked 
me to poetpona it . • And--

Yea, well, I -- I Just fel t that I should get that 
phase before you, although I b~ven 't tailed to realize 
your dittioultiea, you understand. 

And on t hese German matters, I always have leaned over 
baokwarde in trying to give them more than a equare 
deal. 

Yeah. 

And -- but here' a th11 Cueto•• Bill and the cuato111 ' 
l awyer e.dvi aed me that there'• no '1f' or •and• and 
that t he l aw is being broken. 

Yeah. 

So there I am, and I 've t aken my oath. 

Yeah. Well, t hat's--

I mean, I appreciate your troubles too, but the w_, I 
feel 11, 1t I tried to adjust 1111'elt to a' gobd t1me, 
the longer I wait. ~e woree it geta. 

Yeah, exactly. Well, you do the beet you· can, Henry. 
I know you ' ll do that whatever -- · 

Well, here's --here ' s - - I've got two things. One ia , 
the Pree1dent, I t.h1nk, i nformally asked the Attorney 
General not to g1ve 11e an opinion on aocount ot the 
position you'•• taken, and 1t you could 11ft that. 
tha t would be helpf ul. 

Yeah. 

' And then before we do get out the Treaeury .. v., •• •··~ 
I ' l l give you plenty of not. i oe. 

Yeah. Well , 

Now , I don't know, the Treasury -- the Attorney General 
may not give me a favorable opinion, but a t leaet I 
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H: 

HMJ'r: 

H: 

HI!Jr: 

H: 

!OOr: 

!' : 

Kl!Jr: 

H: 

lOS 
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tblnk I '• entitled to one, and it you could te11 the 
President that it 1 a agreeable to-- to 11ft that • 
embargo and let the Attorney General do whate• er be 
eeee tit . 

Yeah. 

You aee , that's the next move. 

Yea, 
a end 
down 

ot courae , it thoae lawa enable the people to 
our lmporta trom Germany generally have cut 

to llttle or nothing, you know. 

But --

Reletlvely speaking. 

But I 'm Just a policeman, and lt'e not a pol1oy matter. 

Well, you handle lt now wbate•er your Judsment euggeete 
ln the light or all the tacte. 

Well, thank you very much. 

Yea, and thank you. 
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_., 
t:ongrtfS of tbe 11nfttb 6tatd 

,.,_ ol.Bcprdaltatita ............. , 

l!onora'blt Henry llcreenthou, Jr., 
SocrttatT of tho 'l'reunry, 
feohi~on, D. C. 

liT dear llr. Secrotar,rs 

llarch 7, 1939, 

-----.... ._0.. 

Ohar&eo were Dada 1n the Booton btn1nc 'l'ranacript of J'e'brv.aJ7 28, 
1939, that tho 'United States 'l'reaanry hAa d1trecarded and/or repudiat ed 
Section 303 of tho 'l'ariff Act of 1930. !rh1o tariff prOYhion eallo for 
the 1mpoo1t1on or a counterTaili~~g duty on all ill!portat1ont O'!\lel to tho 
'bw.nt1oo, or cronta , offered 'by the country or or1Cin• 

lied Clolnn"'!l' undoubtedly in ita barteT &rl'anc<'"Ontt hao offered ell 
lll::llner Wid kinde of lnduee:~enh , boo.1ntieo Md grants to get ito goode abroad. 
Germany covoto American oil, cotton ond copper , and will go to evor,r extreme 
'by way of payllljl bountioa to get same by payment not ln a~onoy, but i n O..man 
products - iron and non-ferT0\18 motel, stool and iron conotruction , eheet 
metal , opt1c8l goode, wooden ware, glaaa ware, ceramlee, cheeieale, ~aper, 
colluloot , printing, leather goode, clothl.Dc, Jewelr,r, oportllljl goods, to;ra, 
and. auaical 1natruments . · 

Dr. f llhelm 'l'onnonberg, ?trot Secrotar,r or the German J'a'bauy, aod 
Dr , Borot lricka , Oeman Co=ereiel Attache i.n ahlcoco, and - Connlar 
Aguh art todeaTOriJ>C to soake epecit1c 'barter deale wlth tara cooperathet 
and aercnntlh tetabliehnonta here in tha 11n1tod States, by •"J' of offertnc 
Reich tara uehinory, poultey nettint; aod 'bar'btd wire, in exchange for 
k:lerican wheat , lard aod cotton. 

I reeontly drew the attention of our d1etinguiehed Secretar,r of State, 
Cordell Bull, t o the tact that ouch 'barter arranceDOnto ny in the faee of 
hit well tooted, oucceoaful praeticea of reducing t arltf 'barriers by recip­
rocit;r treatleo. I said we should lolljl plloWie befor e entering into an:r 'barter 
doalo with IUitiono l1ko t he Reich which hal upon ito handa tho 'bl ood of 
thouoando of IliOn, •omen aod children - pitiful Yictimo of lta insane he to 
and. cruUt;r. 

!rhh tame !l4tion baa been in eon t1nuoua detaul t upon ito oovere1F 
and corporate iodobtedneu to American bondhold.tro. Such da!!Wlting nation 
ehould not 'bo encouraged and repaid by bo.rter arrengeaonto. 

T • 

107 

• 

Regraded Unclassified



Honorable l!am7 llor&-ntbau, J r , Pace two. 

In reaponao, Socretaey of St a te llull wrote • Wider date of Karch 3, 
1939, ao tollowal 

"liT 4aar llr. Cellorl 

I haTe road with INCh lnh rea\ your leUer of Jebruary 
:!3, 1939, oppoaiJlC \he eonGlua1on of any barter &rr&JlC-h 
with Oenoazr.y. TOll 8&7 be oure \hat I IIJ)prec1ate y""r support 
ot the trade acrooalllh procrea aa t ho BOlt proll1a1nc ••\hod 
ot enal>Unc trade to now more treeq. 

Ao you know, tbh Oonl'liiOont hao boon .. olcinc, part1cula4' 
tb.rQU&h tho trade aar•-nt. procraa. to 1mpron tho condi tiona 
under whleh international t rade can mOTe. boe eftor to han 
boon directed not alone at tho romoTal of opoc1t1c obotaeleo 
to particular c-1t1u, but oleo t oward reeotabl1ehlnc oo 
far ao pooo1bh tho broad bub of ec-reial e(Ual1ty tor all 
rore11:11 auppliore of a g1Ten .arlcot. Barter tranaact1ono are , 
in general, direct "!dance that trade 1o being eo~ad to 
114Ju.at 1toolf to another t ype of ec•ere1al poli¢7 and tho 
bU)'oro are not tree t o oeleet between toro1sn auppl1ero oololT 
on consideration• of natural economic ad~antace. 

While aoolcing to !.proTo tho opportun1t1eo for trado , thio 
OoTernmont hao not at tempted to enter into opoc1!1c trading 
t ranaaetiono. I bol1"o that 111 general t hla 1o \he wheat 
pol1e7 for u.e to follow, leaving 1t to pr1Tate intereata to 
arr~ tho 1nd1T14ual tranoaet1ona 'IIIlich ll&lce up our t otal 
roroign trade. It co•• w1 \bout oqtng, of eouroe, that all 
laporte into thia cOUDtlT, whether arrauced on a free •xch•nce 
baob or on oo•e apeeial baaia , are tullT oubJeet to all exiat­
lng duti es and euat noao r~at1ona. 

S 1 neor.U7 yours , 

Oor doU Bull" 

Tou wUl n?t o in t he letter that Secretary !lull wr1too that "It goeo 
without oa,ytng, of cnuroo, that all 18porta into thh country, whether 
arr&n«od on & troe exchant;e bado or on some opechl baoh, are fulq 
oubJoet to all exiatinc 4utieo and eu.etou rogulat1ona.• 

'!hio doeo not .. ttle \he 'l"Oi t1on. !he ehargea ude oga1not 7our 
lleportMnt by tho Booton ...,..,!ng !ranaerlpt are too important to disregard. 
Tou are 'fp&rontlr charged with 11ftlnc tho counterTaUing dut1oo 011 

otii'II&D 1JIPOrtat1ono into thlo COuntl'L and itth iildili it ponlbio tor 
.brtrf"can U)>Ort ero ot oil , cottOn , COP!"'r, wheat and lard to e>:ehange 
,...., for & nry wide T&r1et7 o! Genoan produeh which, 1n turn, are oold 
i n thio country &t pr 1ceo allftsedlT tar below tho coat or tho Aaor1can 
m&d.o cood.o. 

. •"' 
• 
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Jlaoo' 1,....t.r1ea li&Ye 11..,. 41reote4 at .. aalc1ac whetb.or ,..,. baw &1>­
roptad tll .. • c011ah~1DC <llo\lea 'llhiall leoUoll li03 or tlle 'l'aritr .&ct 
or 1930 re(Uiroo Oil COOde liJ'O'CI&bt intO tbJ.o CCIIDtrT 011 a oullolq baalo b7 
the cOWitrT of or1c1n. . 

109 

!he lh>1te4 ltat01 :Burow ot roreip and :Ooa01Uo Oo..,..roe, I a in­
fonaed, bat h ouod a o~cial circular c1T111C detailed 1ntonaat1CD concerniac 
o.naan barter roculat1ollo, and rotor• to a loac l ht or O.naan producto 
&Yailalllo for -rt to tlle llllihd Statoo ill J>aii'Oilt 117 barter of cotton, 
•beat, larA, copper, etc. 
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_,_..,... ..&. J. 

~of tf)t 11nfttb 6tatts 
-.,. oC .llcprna.tatfta ............ , 

Hnnoro.blt llo1117 Kor~:ent.hau, J r ., 
SeerotAIT of the T'reuUJ7, 
J eob lnt;ton, ~· C, 

l&aroh 7. 1939, 

-----

Char c .. a oro lla4a 1n tho lloo t oa .... nlac fraucrlpt of J'ebrua17 21, 
1939, \Ut tho United Statoo 1'reaoUJ7 bao dlare&ardod OD4/or ropadiated 
Soc tlon 303 of tho 'farlft Act of 1930, !hb "tarl.tf prarloloa cello tor 
tho lapool Uoa of a countoi'Ta1l1ac t!A\7 on all l..lip>rtatloaa ~ t o the 
bounUoa, or craata, otterod b7 tboo count'7' of orl&:ln. 

Jed G<oraSZQ" un®ubto~ la lta barter arraac-nto bao otfore4 all 
~n~r Ulld ldn4Ao Of 1nt!Ace:oenh, bOQCtloO aDd &f&llto to pt ita &Oo4a allroe4. 
Germ~ co ... to Aaerlcan oU, cotton ....., copper, ....., will co to woq ezt..­
b)' • &II of pe,yinc bountloa to cot o- 'b7 ~at not ln ..,...,., 'but i n o..­
producto - iron and non-forrowo .. ttol, ateol and iron coaa\rucUon, aboot 
ootal , optical coou, woodan ware, cJ.ao• aaro, cor•lca, cllealcela, ~. 
collW.oao, prlntlo&, leather pb, olothln&, Jaaalq, aporUac po48, ••• 
and auolcal llllt...,..Jlta. 

Dr. WUula fennberc, J'lrd leo"'-7 ot the a.--..,...,., aa4 
Dr. Baret hlcka, 0..- o-rol.al Attac!M 1D Clhio-co, .-4 --r Oouv.1ar 
Aj:onto uo a...taportac to Mb apecl.tlc baner cleala aUb f .... cooperaU.,... 
and •rc=Uh aatahllalaoenta boor• !.A tboo V..Ue4 ltatoa, )IT - of ofterlal 
Belch ta.na eeehtne.,., pouHq -Ulo& .-4 loaJo11a4 wire, !.A .,...h._ fOJr 
M.rleM wbeat, lard ....., eottOL 

l recaat)¥ 4rft tboo att ... u oa ot - Uatl~ ICMI!'alew,r el ...... 
Cordell IIW.l, to the tact U.\ e..oh llerter _...__..,. t1T Ia .. t-el 
h h wall teo\104, auocoeafl&l pnoUoaa ot redMle& Urift 'Niale.ra 'r -lp­
rcclt7 treaUoa. l aal4 aa ab01ll4 loac ,_. '*'- -'orlal late_. -.w 
d .. lt wlth DA\lou l Uoa U. •!.ell a!ll• 11M...- Ua IYie4a the Mae& 'Ill 
t houaaau of .. .,, ·- IIDIIl ohU4r• - pl\lfl&l 'liatblo of lta '-.... 
and cruU V• 

!!Ua - -'loa bu ~ la _,, M ._..., ...- 1\a •:• 

~~:r::·~ ~==~aa.;.!o/7.!.-; ~·!:':'"a ::V ¥Ue& • • 

. .. 
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In reopouo, leoro'-7 ot It&t. llull wote • ..... r 4ato ot llarob 3, 
1939, aa t ollowos 

"ICT ileN' llr. O.llors 

I ban r- wUh ~ interoot 7<1V letter ot hbrua17 
23, 1939, oppo•inc the eODClueion ot MIT "-"or ~h 
with o..-.. T...a 11017 be ouro that I "PPreela&e 700>r 11\lpport 
of the tra4e ecn-to proCJ'- .. tho -t proalolac ••tho4 
of onabllnc tra4e to now •ore h'eol7 • 

.lo you know, t hlo !Jo't'o,_t bao booa ooeldac, partlcul_. 
tbrau&h the tra4e OCN-ah proeJ> .. , t o UlproTe the co...UUo111 
Wider whlch int..,..tl011al t r..te ca ...... !!Ieee otforte htlre 
been directed not oloDO at the rlllOY&l ot opecltic obotaeleo 
to particular cOIIDOditloo, but eloo toward reeotabllehlac oo 
far aa pooolble the b r oad b aalo ot eo-rclel ot(UA11t7 tor ell 
forei~ ouppl i ere ot a clwoa aarket. Barter tr~D~actiono are, 
In genoral, 41roc t nldeD.Ce that trado lo bolJIC coapollo4 to 
NiJuot lholt to ano ther tTPO of eo!Slerclal pollCT and the 
buTero are not tree t o oelect between t ore1£1l ouppllero oolelT 
on eonoiderationo ot natural eeonoalc adwantec-. 

lblle eeelclng to iaprowe the opportunltiee t or trade, thh 
GOTernment baa not a t temp ted to enter Into opeeif1c trading 
trr.noactlono. I bellewo that in general tbio 11 the wheat 
pol icy tor uo to follow, leavinG it to priwate latorooto to 
arr~ t he ln41wlduol tr~n~actlono 1tl lch aake up our t otel 
foreign trade. It &<>•• w1 thout 117I"G , o! couroe , that all 
ll:oporto i nto thle count~, whetl'>..er MrMged on " !roe exchMge 
b,..le or on ooDle apecl&l baoio, are tully subJect to all o:dat-
1ng dutie" and cuRtn~• re~lationa. 

c~rde \l !lull" 

You •Il l n?tA i n the letter thftt Secret~ Hull wrlteo t bet "It eooo 
~! thout c~v\ne, of enuroe , that ell lapOrte Into thlo countr.r, whethor 
nrranged nn n ! r oe exchant;e bach <>r on 101'11 tpeciel baoio, are fully 
oubJect t o all exiotlne dutiae and cuatomo resulatlono.• 

!hit dou not aettla the 'IUeatlon. The char~~:u a adl &«ainot ;<our 
Jopartaent by t he Booton IYen l n& Tranocrl pt are too iapOrtant to 41oroeard. 
Y>u ~r• a pparently charged with llftlnc the eounterwallinc duties on 
~ennan lcportaUono into thlo Countr.r, anc\ with ma:dnc it poesible for 
A: ... r1cen oxporte"'• ot oil , cottnn, COP!'"fllr , wheet end lard to excb.a.Dc• 
""""' for a Yer.r wid.~ Yerlet7 of German produete w!lleh, \n turn, ere oold 
In th is countrT at prlceo all~o-4.17 far below the coot of the Jaerican 
· oaJe goode . 

• 
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~~o ... ~~e ~· a n , h • 

._, ~" .._. ._ ~ .. • .._ ..... r ,_!law.,._ 
roph4 &Mae ....a-s1111c 61U.. *1* lenS. - ell tM e.rut Mt 
ot 1930 ~tree • ~ 'Ill' •• tate Ulla -.t17 • a -.«;r lleele 111r 
the cCIWil17' ot orlc1ao 
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!'he 11aUe4 1\at .. Ia IR fill ~..&II nUa 0 1r-11, I • la-
to .. ad, hae tanH a epeol.al alnalar cl..U. .. ,&Ua4 leloN&Uca -enl• 
o. ...... barhr riCQlaU-, 11&11 ret- te a 1a-. 1let fill hi • pi'Oilacta 
D&tlable tor aport to Uae VaUe4 1\at" ta ..., t 'lllr \anar ot coUoa, 
wheat, lar4, copper, eto. 

t '110\lld I!PPI'•ot-., aa4 IV' people ta .. Ton woal4 •prectate, • 
expraeaad wonl ot 4aatal "- 7""' coacaru._ -.. -.,...,. ol llftlAc et 
the p ... al'T p.....-leloa ot leo\lCil aoa ot tile ~~witt .. , ot 1 ... 

y...,.. .... .,. lnal7: 

~ ...... t~ 
-.u~LCWTW• 
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• Treaeury Department 
Division ot Monetary Reeearch 

oe te,_.::3flO.:.::.f.::.39:..__!938 

To: Uiss Chauncey 

RegartUUng the attached letter 

hom Senator Treadw~ : 

I t probably does not require 

an answer, but I an not cert&in. 

~J_ 
~ l/X.~ 
~"') 

• 

Ill. WRITB 
Branch 2058 - Room 206 

\ 

' ' I 

( . ... 

t 
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, ! I , 
T. T RCAOWAY 

_... ___ .._ 

- ---.-~ 
~ of ~~epi"lll' llabl•dfi!Kr.. ,..,. ., .... 

,_ I# · ~ 

Maroh 9 . 1939 

Ron. Henry Horgenthau, Jr. , 
Secret ary ot the Treasury, 
\fashington, D. c. 
Hy dear Hr. Secr etary: 

---

I thank you tor your prompt and detailed reply to 

my le t ter ot March l et, rela tive to the articles 

appearing in t he Boston Transcript regarding subsidies 

on Gorcan expor t s to the Uni ted Sta t ea . 

I t appears from your letter tha t the Treasury 

Department bas ~taived t he collection of countervailing 

dutios on the assurance ot the German Government t hat 

certain subsidy practices would be discontinued. Ot 

course there always remains the question ot whether 

this agreeoent is being adhered to both in letter and 

spirit, and I reali~e t ha t opinions may ditrer as to 

whether certain practices are in viol ation thereof. 
""'cJJ. ~ ,.,_ 

I am glad. :tJ) lllaY.e your ae euranoe t hat your 

Department is continually scrutinizing German-American 

trading and is earnestly endeavoring to apply t he law 

as lai d down by the Congress . 

sincerely tm::.n,~ 

" ? ( 

: 17 
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IN RE: CONNERY AND CELLER LE'l'TEI\.8 March 10, 1939· 
10:00 A. M. 

PRESENT: 

H. M.Jr: 

Foley: 

H. H.Jr: 

Foley: 

H . ~! .Jr: 

Foley: 

H. !(.Jr: 

Foley : 

H. M.Jr: 

Foley: 

H. U.Jr: 

Foley: 

Seoretary Morgenthau 
Mr. Hanes 
J(r. Gaston 
Mr. Gibbons 
Hr. White 
14r. Foley 
Mrs. Klotz. 

(Secretary's Ottioe) 

Come on nov, what have you got' 

Here 1e a reply to Connery which 1e patterned attar 
t he Treadway letter and here is one to Caller. 

Where is the Connery let t er? 

In the back. 

What I want tor the present is the Connery l etter. 
I will sign t hat one. You say it is about the 
same as the Treadway letter. 

·Yee. 

(Secretary reading letter) 

And ie Connery a Republican or a Democrat? 

He ie a Democrat . He 1a t he bro ther or t he 
Connery vbo \fas in Congress and whose na.ce vas on 
t he Wage and Hour Bi ll . 

Hov many more have you? 

Here 1s the Celler letter. 

Does Celler wan t us t o do it or doesn 't he? 

, 

He is the same as Connery. He quotes a letter trom 
Hull there which ie dated t he Jrd of 14arch ot t h1e 
year. (The Beoretary reading letter). 
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li . M.Jr: 

Foley: 

!{loa. Klotz: 

li . M.Jr: 

Poley: 

H. M.J r: 

Gibbons : 

Gaston: 

H . I~. Jr : 

1/hi te: 

H . l~ .Jr: 

White : 

H. J.!.Jr: 

Gaston : 

li . M. Jr: 

- 2 -

Where is t he Treadway l etter? 

I do not have it; I can get 1t. 

I have it. 

You hold on to those two tor Cabinet please. 
(addressing Hra. Klotz) 

· -s I ' --

Hra. Klotz, will you get together tor me, a copy 
ot my letter to the President at 11arm Springs . 
That is No. 1. I want a copy or that. I wrote 
him in November and just about a month ago, I 
gave him another memorandum. I brought 1 t to hi a 
attention again this month. I wrote him 1n 
November -

And in February. 

I wl'Ote him early in February and I contacted him 
this month, the 5th or March. Will you have that 
plus this . The main thing that I want to be able 
to say when Welles goes attar me, is, 1 All right, 
I have waited four mont hs; I'm not going to walt ' 
any longer", but I want to show the President I 
brought it to his attention back 1n November. I 
am doing this all to keep Steve out of jail. 

This fellow was a lobbyist tor the Ame rican Federa­
tion ot Labor. 

He 1e t he man that stirred the thing up originally. 

And you. 

The illll)orts sho~< that the transactions, under the 
barter terms, apparently are larger, but that io 
just a preliminary. 

!·!ore than sixty per cent. 

Yes, it looks like it but that is preliminary. 

You go on. 

You want me to go on? 

Definitely. The understanding ls tor you to go. 
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Vhlte: 

H.M.Jr: 

White: 

H . !~.Jr: 

lfhi t e: 

H. M.Jr: 

llhite: 

Mrs . ltl otz: 

Hanes: 

H. M.Jr: 

Hanes: 

lfhite: 

H. M. Jr : 

llhite: 

H. M.Jr: 

-3- 120 

Did :rou know that Aranha had ret'ueed to eign &liJ' 
paper• at tirat until the7 promised him thia loan. 
You ma7 know that. 

No, I did not know that. 

Batore Hull came here or batore Welles came hera 
the7 had a ver,. long eeaaion and he retused to sign 
anr papers. 

Betore Vallee came where. 

Here Frida7 morni ng. 

The morning Vellee eaid he had auch a bad night 
that he could not aleep. 

I suppose eo. The vbole thing vaa thrown overboard 
and .lranha vas going baclt v1tbout anything. 

Bmart bo7. 

Did you find out whether the rate was tinally ch.anh~l 

I don 1 t know. 

Did you hear, Harry? 

The remark vas dropped inadvertently by Callado, 
vbo said the7 had a terrible time. v1th him -
he retused to sign anrthing. 

•. 

You say he retueed to eign. 

The recaark was made to me under the illpreseion 
that ve ltnev all about it. 

One thing that tickled me when ve were over there 
talking, .lranha eaid one thing - it did hot quite 
check with some ot the goesip, he wanted a cer­
tain thing and he said it in tront ot the Btate 
Department, and Welles aaid, "Well, we are so 
anxious to have it go through that we will pay 
him out ot our contingency tund and hire a plane 
to a end him down. • 

(The Secretary engaged in telephone convereation 
with At torner General Frank Murph1) 
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H.M.Jr: 

Foley: 

Gibbon a: 

Foley: 

H. •r.Jr: 

Foley: 

H. M.Jr: 

Foley : 

K.M.Jr: 

Poley: 

H. M. Jr: 

Foley: 

What don that aeant 

He doea not know anything about it. 

Probably has never eeen it. 

He does not know what you are talking about. 

Who wrote the thing? Vas it Bell' 

121 

Written in his department. Written by a tallow 
by the name or Townaend. 

Why don ' t you call up thia tallow, hie eo-called 
legal adviser l:emp and t ell him the story and 
say you want to be helpt'ul and that I ea1d to you 
to give 111m the back history on this thing. Call 
up !temp and say •I want you to know about thie 
because when thie thing breaks it 1a goi ng to be 
bad• and I think the chancea are nine out or ten 
I will sign 1t myself but there ia one chance I 
might want you to s i gn it. I think t he way we 
will do it is Just the way we did last time. We 
will let it come out or the Commissioner or 
Customs' otr1oe and not oome out of this office 
at all. Just let it come out or t he ottice of 
the Commissioner of Customa. 

After you ge t the At torney General ' s opinion­
after you ge t a release on t he T. D., would you 
hold it before you publiah i t . 

Yea. 

Because I think it we publish 1t, 1t 1e going to 
make 1 t much 110re dift1oul t. He wUl not be able 
to ge t t he informati on he would otherwise get. 

Bumner Welles saye the Briti sh and French are 
going to do something between the lOth and 25th 
or March. All right, I will take 1t at face 
value and I will give you until the 25th of March, 
but I want you t o tell me that you now say as of 
the 25th of !~arch, you would like to see this 
thing go, I will say to Sumner Welles, "I will 
wait until t he 25th or Maroh•, which gives these 
fellowa fifteen days . I e that 0. Itt 

All right . 
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H.M.Jr! 

Poley: 

H.M.Jr: 

Poley: 

H. M.Jr: 

'llh1te: 

H. M.Jr: 

White: 

Poley: 

H. M.Jr: 

White: 

H. M.Jr: 

- 5 -

They will be o•er there in au or eeYen da7•· 
I will giYe them until the let or April. 

We will hear from them within a veelt. 

122 

1 All right , 8111111er, I wi.ll go you tiYe de.ye better; 
I will do it on the lst or April'. 

That is tine. We will probably get some other -
some more correspondence. 

But he 18 going to III.!Uce the plea - and what ve 
might do is begin writing letters from now on, 
and then ve can eay, 'In Y1ew or these lettere•. 
We will say to theee people, 'Nov, very, Yery 
confidentially, tor we don't want to put it in 
vriti.ng, but ve want you to know there are people 
on the way over to cheok on it; if they tlnd what 
we thi.nk they are going to find between nov and 
the first ot April, we will do th1e thing, but 
this is tor you and nobody alee•. 

You will tell them that. 

Verbally. 

Including these three. I think these three ehould 
be - this letter may not satiety them. 

That ie right , but that 1a the next thing - the 
next time we hear from them. 

If thie does not satiety them -

I should be inclined to think before we moYe 
again -

I can not attord a leak. I don't want the Oi!rmans 
to know this a tuft. I am going to ask Steve 
Gibbons to go and eee these people personally, 
but ~ would wai t a little bit longer because I 
want to g1Ye these fellows all or the ohanoe I can. 
The Pree1dent eaid if ve did not catch as many 
ae one out or ten Oi!rman ap1ee, that were here 
before the World War, we are not doing any better 
now. He eaid, 'There is eYery reason to belieYe 
they are spending just as muoh money and there are 
just aa many here now as there were before, but 
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Vh1tel 

H.M.Jr: 

Gi bbona: 

H. K.Jr: 

- 6 -
123 

.. are DOt oatohiDc &D7 ot thea. • 

fh11 letter 11 be1DC aa ... 1'14 verT quiokl7. 
Couldll 1t w give thl u1ual aa ... r to thh letterl 
"!hat 70u are 1nVIIt1gat1ng and eo on•, and thin 
del&T thie letter about a week or ten 4&7•· 

I would anewer thn and it thl7 oome baok, thin 
8teve Gibbone oan go up there and eee theee people 
and ea)', "Juet la)' ott the reat ot the 110nth and 
we v1ll prom1ae JOU eometh1ng.• 

Yee, we oan get them to do that. 

o. ~. gentlemen. 

(Meeting oonoluded) 
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liAR 1 0 1939 

~ diU .... c-.t'71 

l ban 7011r letter ot •rcla 6, 19)9, oAoloolac a letter h-oa 

tho &. c. L&wroDce I.Mtber Co, to 7"" coacU'Iliq allo&ed ~o1d1oo oll4 

dwopiq pract.ioeo atf oot ua or,>Ort.o h-oa ~ t o ~· 111\lt.ed 8\a­
•hlclo ..... ~ &III>J eot. or ..... •tor, appearlac 1D ~ loatca !raaa­

crlpt. t or FabNA17 21, 19)9. 

,._ Treo011r7 De~t baa tak• t.1oe ,....1Uoa t.Mt 1t lloao 

no dlou otioa but to apO)l7 c01111terft1.Uac dotlaa IIKer Soc\loa )0) ot 

the 'hrltt Act ot 19)0 •bana•or U 1& M\lotied ~t &D7 bouat7 ar 
arant 11 paid ar boetowed d1roctl7 or 11141rootl7 \lpoD tho .....tootvo, 
product10110 or &XjiOI't ot &oodl ~ iato ~ Unitocl Stot01 Yhlola 

are nl>Joot to recuJ,u dl&tioo '*'- tu for1t1' Act ot 19)0, 

'noe article 111 ~ lootca Trauorlpt &Del 101&1' lott.or ooapot 

t.bat c;......, u;>orto t o tba United St.At01 aro l>oiq oW.oldi~ed 111 thnto 

""•1•• 
l, B7 ouh pa7Mfttl to export.oro trc. a t'llacl or1&1Dall7 

cr•ted b7 forced COIIItrlJ>vt.iou h-oa 0oraJ> buoiaOII aDd !.aduf.rr aDd 

ictar IN;Y,>Ort.od 1>7 COiltr1ftt1caa h-oa ~ 0oraJ> GoY.,_t, 

2, l7 aalH ot Ooran aorcbaadho 1D ~ Olllt.ed S\atol a t ro­

doced prlcoo ·dtb perabl1oa to of foot tho prioe redvot.iou tbroll&b ~ 
pl&l'CUII ot Qorao.n boadl ovtaido 0orii&Q1 IUI4 ~air 10lo 1D 0oi'MQ1 at a 

protlt, 

) , 17 n o oll ed -...rtor• t.radiq 1D Yhlab 1a;>ort.1 lato Oorw.JI7 
oro &Old at pricoo .W..t&DtiallJ' &bon ~. worlcl_..ut 10'fal, &114 ~ 

tuada dorhocl troll IO&cla aolao uod to poardaue Oorii&D aoodl llbicll aro 
aolcl attar ia;>ortotloo 1Dto t.ha United Stoto1 at tar laoa ~ their 

oarltot YaW., 

lfiiMrou a .. •ti&&Uoa• coadvct.ed 1D Ooraa111 b7 .,_to ot ~ 

Traaavr han eatbtiod t.Mo Deperta&11t tbot cub .W.o1dlao troa a tllad 

bu1U l&p IIKor a Ooraaa l&'& approYocl I- 280 19) 5, ftft paid 1& COilii&G­

t loa wi~ tM upertatiCIIl ot a...... &ooda to cort.ala c-uloo, but 
taUod to oa\ab11ab that ....,.. par-to wero - oa 0111 d1not or iad1r'on 
ox~ to tluo llait.ed 8totoo, Uador olato ot Dec.-.r 6 , 19310 tba GerMa 

Qoy.,._\ p .. Conal &IOOiftftO& \o t.ba llalt.ed Stotu \!lat. nell t'lladl had 

Dot, &Dcl ..WS DOt, be uod to ~to uporta to tb1 Ualt.ed atotoa , 
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....,. J>I'O"dU'• - u are 4-llte4 1a tile anlclN ud 

1av lAot\<lr ••• 4boo••M b7 1'roaAr7 J.aftat~Uoaa , ud tOIWM 1a 
part \be Mila tor tile 'l'heNI7' • -t.u'ftll1ac nt7 ordG' aplut 
eer-a .... c~~aii41M 11.,... aa hM 4, 19)6 (!,D, 41)60), hll.,. data or 

tqut 12, 1936, tbe a..-. _, P" ot1'1c1al ••- - to tM 
011\K Statal t.llat 1.\ IM4 "taka _....... to tM ott .. \ tllat MitMo 

U.. ... o or tile aarip ud boM pi'OCMVO wU.l 'N ponUtK, _. wU.l tM 

.,.,_.,or • pllbllc or printa ~-or niN147, or t.11a ..... ot o\!Mr 
c."""' currf'll07 and ro1cllaoorta trool 7 coawertlblo toto t~ -..0007 

or r • t cll.....-ta trMlJ ~at1UN1b1o 1a Ooroloul1, bo d1owM 1a -uoa 
•itll tllo diroot or iadizoot oxpor\1\ioe of dllUoble poda troe a.r..117 

to tllo Ulltacl Statal or -1•, ao tar u IH&Cb •port~Uoe talcioe plAooo 

or 007 t.alto pl&oo oe t11o boola or aero-to *lela -. -olaiM aa or 
attar l~t 3, 19)6,• 

OD \be bolla ot t111a aaavaaoo, tllo 1'roalllll')' llapa..-t 1a 
't.D. 41!479 , ot J.~t 14, 19)6, iao~W oollaotoro ot o.ut.oaoa \bet 
01tlat.M .-tornil1ac dllUM noo4 ..at bo oollaoW OG .... ctyndtao u­
portM troa Ooroloul1 1t tho collect«. oo.-...d -o .. tlatiM 117 ~ 
MDt.lrT O'Oid•u t.b&t tllo -tn.ot ot par ...... or o\!Mr •II'• t par­

ouaat to wbJ.cll tile aoo4o • - aporW troe r..r..., •• entarM 1ato 
att.r A"CU• t 2, 1936. UDder onntq J.aat,a.,act.icu, -tornil1a& 4,... 
t1eo a&7 otill bo appllcab1o to tllo clauoo or a....aa oorcllo!adlao opooi- .. 

tiM 1a ! , D. 48360 1a tllo obiMftoo ot aaUotactor, rtidoaoo thst tlloiz 
oxporl troa CorloaDT woo paroll&Bt t o aa •aro-t oatorM iato art... 
~....,.., 2, 1936. 

Coau-1 1a ... ot1&1ltiOD baa ta.UM ao tar to oat.ol>l.ilh &111 

recoDt iaataaoe 1a wllicll tbe J.Dtt-n.ptaa Act, 1921, ollO\lld bo a pj>liM 
to iajiOrletiou troe Geno&.~~¥• ~lq ordora are DOW 0\ltot.e!ldh& ocataot 

c.ra., th11811 tecta aa4 wtro fMioiq or o ... t.ota c1ooor1pU oao • T . D. 46615 
ancl t , D, 46826, 

ID tM ta.U ot 1936, .,._,. ...... roqwoota •oro rooai'Oecl troe 
J.aorioaa 1aportora aa4 uport.aro t or ad'Oic:o u t o t ho applloa.l>Wty or 

Coua\or'Oa.Ulq dlltioo to aord!endl ao ia;lorlM troa GeJ"'&II7 ,...._t to 
ftr'iCU onaaa-to clos oribod 1a tbo roquoats tor ad'Oloo. ID 'Oift or 
the ""laooo or tlloao Hqi&Oota, U.. !rooaur, llapar\aMt 001 ~~a..- 2) , 
1936, illllM a pi'OII S'oloaao .-riaill& certola or tllo pr ... 1oaa}T Mdo 
rv.l.lqa hol.cl1aa that ctztoill procMuroa ill coomeotloe with taporla troe 
a.r..a, "0\lld DOt illYOl'OO \1M p&JOODt or boatowol or &111 bowa\J or P'""' 
Witllia tM parr1n or Soctioe )03 of tho ! tzltt J.ct, TIIJ.a pr .. a rolooao 

WU &1'0• w:l.tlo pooblia1t7, 0.. or tllo proaedarol ao\ ill'001'0ia& I a.-ty 

01' II'Oil\ - · \be pa:r-\ .r \1M poarallooo prioo or ~· troe Oer'llaa7 
ill wllolo or 1a part witll tlla prooeMa ot tllo Nlo 1a GenOil7 of Mrcllaa­
cliaa ~ troa tllo Uai\M Sta\oo, pt-O'O:I.tiM \1M proeoodl oo \liM~...., 

COD\~117 ......s '117 t11o par- tor wboae ••~ • .., .... , \1M J.Mri..., 
--....s1oo ... aolcl ill GenOil7 Uld tllo c.-a ,aocll • ...., poii'Oil&IM 1a 

t.ha\ -U'}'. 
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_,_ 

....... ~ .._ tl I I 5 ? t ... ...._. Ia.. Cf 
.. ..U u ..-e ..,._. ill ... I It ..... ,_ ... - •IX!ir 
aaw'w"'ll ,.1 5 w Ia IIMt 7 '- ..._ '- llxiP • I 5 t 
..,, ................ IIIII# ''II ..... J#ll 5 W JJJ ........ , It 
., .....,., • ..., r a. • a s- -. ._uaataa ~.., ••• 1•1 ,... 
~ et - Rl1- law. a..., • t -... IW w&U _ .... , -
-~-, .... -. .... '•, ..... .u .. ,....., .... ... 
an MW ta, .,.., uttudtue iaatt $11'11 '-fit .. 1 "1"1 
~ .t _. lde tetM lflflel ell ' II WI 51~.'1 ... 
•itll .... I a'lriaa .......... If JW 9 p I ' :Ill ... -
.vs..u- w w. I - Na, - 1W tMt .._ .. ? l ill _ .. _u, -.11:1'11 .....-& wftw w ta ... aU -. ,.... ~ J-' u 
--'11 I owe" .,.a,- J.Ma PWV~ ... ras.a, '- .._ IMtD 
., tat ... u. ..... - ... 1 •••• 

... a.- I. c:na • ..,, 

,_, .., ,_., 
(Sisncd) li . Murgeulh&u.Jt: 

I• 

• 
• 
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117d•~IIP.C.U.n 

1 ..... ro• le\te~ or knlb 7, 19)9, -nllac .u .... 
n~MtLdL•• ...s du.ptac pneUMa atteoUac IIJIIION tr. a • ..._, w tba 

11l>l\od St.a t..• oll\ob weN tile au~J .. t oat a .... OWJ7 a-r1AC 1a U. 

Booton Z'nnl"' Traru:or1p\ to~ 7obf'aU7 28, 19)9, 

!be 1'7oou11J7 O.portama\ baa t.akft \be poa1Uoe \bat Lt bao 

DO dlaonUoa boat \o applr oo•t•na1l1"' du\laa Ulldo~ looUoa 30) or 

the 'hrltt .t.c t or 1930 ·-... ~ 1\ 1a .. u.n~ \bat .., llo•t.J or 

p1Ult la paid o~ boa\oood dl nc\11 •~ l..Uno\11 ..,.,. U.. -oar .. tuo, 

pNd~>oUoa, o~ upon or cooda iiii)OM.ed tato tba 0111 \od Ita tea obi• 

ue aui>J .. t to n~tll&Jo duU., adu the fa~tft .&c\ of 1930, 

The nUola ill the loatoo Z...ni"' fMN~or1pt •"" :J'Olll' l ot\er 

•uu .. t that OorMn o>q>Oru to t• 0111\ad 1\at.ta are bal"' a11boid1aod 1a 

t brwe ..,., 

1, II)' oull po,.....ta to o>q>Orun r,_ a ,_, or1clull7 

cna~ 117 tore~ oo11trlbo&Uoea C... a.~ buaiOMoo """ 1""utJ7 """ 

lata~ auppo~ ll7 OOIItrlbuUoea troa the 0.1'11&11 Oon,_.,, 

2, II)' .. loa or O.rt1011 oan!>uldiao ill tile 0111 tad Ita tea a\ ,.._ 

lluc~ price a rl \!> po NL .. t oa to ott .. t the price rod""Uoea throucb ,.,. 

punllaat or a. ...... baM• outa ldo a.~ aad the1~ eala ill a.._ at • 

profit, 

) , B)' ao ad t ~ •t..rto~• t.Nd.l"' ill o 'olob laporu lato a.._ 
ore aold a t prl0111 aubat.aaUall1 allon the oo~ld-Mrlttt lanl, aad t• 

"""'' dor1nd t'roa web Mho ...... to pW'Cheoo 0.1'01Jl cooda Obtcll .... 

oold alta~ ioponaUoe illto tile Ollltod ltataa a t t'ar l ou thea tbair 

OO&Jttot Tlllua. 

•-..- lll.,.aUpU oaa oondoao\ed 1a Go~ 117 apata of tile 

Tn1141uJ7 t.. ... aauart~ t bia O.portoont \.'IAt oull aubald1oa C... • """"' 

built 11p ader • a.....,. law appJ'O'IM 1 ... 28, 19,, "" r-td ill __ ,_ 

Uoe tl\b \he ooponaUoa or Ooi'Mn cooda \o •nail> -trlu, lid 

taU~ to aatabll a b \hot wob po,JIIODU ,., .. .ada oe aar dine\ or 1nd1No\ 

upona to \be Ollitacl lltot .. , Ooodor da tA or DMM .. r 6, 19,, the Oo.­

Ooaa._t ,,.,. ro""'l ........... \o the ODl tod 11\at .. tbot .,..!1 ,_.., bod 

110t, aood 00-.ld 00\t bo _, to p.-\a IIJIIIO~U to tba tiD1 \ad 1\e\eeo 

J.2 1 

.. 
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._. ,........,.. .-ll N are .... r1 ... 1a \M ar\lela ... 

JOV l ott.-r .. ,.. ft._... ll' ,........, l.aftaUcaUou, ... fo,_. la 

pan \M •t• tor \M 'I'Nual7'• -'-nallial dGV oNor ..,uan 
o.- •• ' Uoo 1 ..... oaal- 4, 19)6 ('1'.11. 41)60) • ..._., .... ot 

J ..,wt\ 12, 1,6, \M o.,... ~-' ,. ... oftletal aa- w \be 

hited auteo tlla\ 1\.,.. •toaa _.......to,. otroo\ \a\ ul\Mr 

U. • • or tlla aorip ... ._. pi'OMCI- ldll bo poNU.W, aor 9111 * 
paJMat or • pGlolla a r ,.tftte pr.al• or .u.tq, ... \M - ot o\Mr 

o.-.a ,,........., &ad rt,i...._J'III f'rMlJ' -.rUiolo laW forwtp ..,....., 

or ralo.._I'U r ,..q ..Ul halolo 1a o....,, bo au aMI 111 -uoaa 

oltb tho tiroot or la41rwot aportaUoaa ot d\1\labla aooot. ~ o......, 
to tho !Jnl \ed Ita\ .. ot U.rloa , 10 tor aa ••b aJqJOrtaUca tea.a p1oae 

or aa:t tollo plaoe oa tho -.11 or aa-u ohlob WIN ~lldMI oa or 

at tor A\lllllt. 3, 19)6. • 

0. t.bo baale of W .o au-, \M 'freuw7 Do~\ 11 

r .D. 484?9, ot A\llllolt 14, 19)6, 1u\raoW oolloo\ore ot .... '- \Ia\ 

oatlutad oooatonallllll dutloo .... 110\ bo •lloot.od oa oeNhutiM.,.. 

ported rro. o...., 1t tho ...u .. toll -mMI "'" oaUal'lMI ll' ..._. 
_ta,. 191"- tlat U. -tren of,..,....., or ot.bor &1ft n\ ~ 

_,t w o!Uoll U. 100'1• worw oaportatl ~ o......, .. nto,.. late 

~tfter .t....,..t 2, 19)6. IIDdor .,.ilt.lal 1ut....Uou, 10\atoroallltll d-. 

U•• M7 aUU loa oppll•lll• w U. ela1111 of O.rau oerobaadlM opH1-

t1M ln f . D. 4t~ l .a tho •"-•- ot •Uotuw17 191.._ tla\ \loalr 

u pon troo o.roe., •• P"""""' w u .,,..._, • to,.. law after 

.1.!11111\ 20 19)6. 

Coa\11-.l. l11T11UpUoa baa fiU MI 10 for \o 11tabllob 1117 

ro00101t. laot.MII l a olliob tho .t.nU-Duapl q .le t, 1921, o!loul• bo ~ .. 

to laportatlou fi'OII o......,. Duap1111 ord• re ,.... now ooatotalldllll lllli U\ 

O.rau ~ to.U aad • lrw f11a1111 of 11rt.a1a dlllripUou .. T.D. 4661' 

aad f . D. 46126. 

Ia \bot t all of 1936, 11-J'OWI l'lqiiH\1 nn ro .. l ftd fro. 

.l.aorlou llportaro 111d uportero t or adYloo u w tho oppl1oobll.1~ of 

IOiatoroallitll dll\111 \o •rollaatiM llpoi'tatl fi'OII 0......, pllrl"""t to 

n .rlo111 •J'NIII-D\1 dloortbacll 111 tbo l'lqiiOIV t or adYt•• ta .s .. of 

tbo •ol~a~ or tbtll l'lqllloto, till TrMeu17 Deporteellt 011 O...bor 23, 

19)6, 1••- • pnoa ro1- e_.-tllq oerVll of \be pr..to•l.7 aada 

r..Uap boldlq \Ia\ oerVll proeoduroo la --ntoa .S\111 ...,rta ~ 

O.ro~!Q' oo...U oo\ laYOlft t.11o pa.~\ or -teal or 1117 -'II' or ,..., 

ol\hla t1a purrl .. of DoaUoa )()) or tlw Tarlrt .lat. 'l'hla pi'HI nuaao 

ua 11....., d da .,uwuv. 0111 or t ho proao<IUNO ao\ 1aYolrl111 • bo•~ 

or ll'Ut .. t1a pa,_.\ or tbt puraboao prloe or llooi"U ~ o......, 
\a •bole or la port n t1o \ bot pro....,. or t1a oalo la o......, or .. ...-.. 

411• oliJIOrtacl r..- u.a 0n1 tad au t.11, pJ'OrldM \loa prooa ... eo _. ..... 

-tli..U, Olald 117 t.11o parwoaa tor 1 llo11 aotual aoeo~at \loa U.rl­

MI'Illudill 1111 oolA1 la 0......, aad \M 0.- Cooda WIN ,.... ...... la 

, ... ,~. 

.. 
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TO 

TREASURY DEPARTMENT 

INTER OFP'IC E: COMMU NICATION 

Seoretarr llorgentb&u 

E. 8. Foley, J r . 

DATE MAR 1 0 1939 

Re1 Iapo.sitiop of Germap Cowtern.ilinc Dutiea 

131 

I u att.cbin& •terial relatl.,.. to tbe proposal tor the illpoei­

UOD ot coUDterraili.Dg dutiea on 0...-n •rcbaDdiae procured throuch 

barter &rl'lliiCIMnta, aa tollowa1 

1. s_,. statement aett1111 torth tb& hlator:r or the 
O..raen coUDtenailluc duq utter1 

2. ll•orandwo explaining tbe present aubeidT eyatea 
111 0..1'!111.1l71 

3. Proposed r. D. announcill& tbat countervailing duties 
will be iaposed; and 

4. lloJDOrandua explaining procedure tor exact1111 counter­
ftilill& dutlea after proposed T. D. 11 iaauad and dia­
cuaaiil& tbe probable procedure tor att.cldng tbe order 
in the courts . 

At tsc hlllen ta 
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l-~sta• pte"'''!', .... ,...,., pt "" ..... 0 --

"'''¥ '* ., .. 
S.ctioll 30.3 ot tile Taritt .lot ot 19)0 pt'GYidea tor tbe ~­

t.ioll cl coUDtanail1111 duU.a ............ tilere 1a paid or be.tooolcl 

.UZ.ctl7 or 1Ddireotq u;r bo..t;J or vet. upo~~ tile MDIItaot.are or 

productJ.011 or ez:port. ot u;r dut.i.abt. art.iole or MrCllaDdiae ....,... 

facture<! or produoed. ia a toreip COUDtr)'. 

Ordtr of lUM 4· 1936 

On JUJI8 4, 19.36, tbe tr.uur, ialnled. 111 order IIIDOUDCiac tile 

application of coUDternil111g dut1eo t.o oerta111 Ger... producte. 

"""" dioolo.UC tbat. ez:port.a .h-011 Gei'U!\T t.o tile tlll1 ted 8tet11 of 

p&rliCNlar .._!itiea _.,. be1D& ..w.d 'l!r tile t ollowinc tbree d.-

(1) P&1Mnta of direct. cub bountiaa 'l!r Ger... 

1Dduat.rial uaoo1at1ona. 

(2) Scrip t.Dd bond prooedllrll . 

(.3) C\IITIJ1c;r ....tpoa.Uone. 

The firat. dence require• 110 -ot.. 

Tbe M oood prooedlll'll i.Jrrolwd tile "" ot oertaia t ..... !p­

owned 0.1'11111 boad ooupoa.a t.Dd .. curitiea. The toreip creditor 

reoai•ed aubetllltial.JJ' leu t.ball par ia Coraip ucb""PI tbe 

Oenoen debtor paid hil CUll obJ.i.p t1011 ia u.rU iat.o a GerMD -I 

aad tba dit!ereDOI ... .....S t.o aid uporta . TbeM prooadllNI a p­

peared t.o tJa rr.uur, t.o -.at. t.o tbe baat.owal of a bo\lllt.J or 
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In the cue ot the third c!Arrice, oontrolled .arlus were liNd in 

pqaent for goode exported !Toll Gel'MJIT. Tbese ll&rke were purcb&aecl 

b7 Allerican exporters at substantial discounts . It was t be Treas,...,. •s 

view that a bount,y or grant was bestowed ill tbe UIOunt of t be discount . 

The Tiewa of tba Treaallrf were euboitted to tba State DepartaeDt 

in tha Spri"i of 19.36, 8!ld on April 2, 1936, tbe Secretaey of Stete 

adTieed the 'l'reaellrf that, in h11 opinion, tbere was considerable 

doubt witb respect to tbe IIOWidlleae ot tba TreuU%7'" legal position. 

OD April 15, 1936, tbe Gener&l. CoUDMl of tbe Treasury concluded ill 

a toru.l opinion that a bount,y or grant was bestowed witbin the • ..,.... 

in& ot tba statute 1D all three e&sea .. ntioned abon. 

On April 16, 1936 , tbe Secr•taey laid the ~~~&tter before tba 

President, together witb tbe letter troa Secr•to.IY Hull, deted Aprll 

2, 1936. Tbe oaatter was retened b7 tba President to tba Attol'D8T 

General, wbo adrlaed tbe Secretaey 011 June 2, 1936, that the Treaaury 

Deciai on subeequent.l.J' iaeued on JuD8 4, 1936, was witbin tbe ~ul.re-

•nts ot aec~on 303. 

Thereafter, during tbe s-ot 19.36, a Gerw.n 11isaio11 waa i n 

t his countrr to protest tbe ordu ot J~U>e 4. Tbe Genoen GoftrMSDt 

later aoquieaeed in tbe order b.r acreei"i to diacoDt.inlle tbe three 

procedures dealt witb therein. The llliaoion aougbt from tbe Bureau 

auueations of ~~~ethoda of h•ndli"i their exports wh1cb would be witb­

in tbe law. Tbe•• were consiatent.l.J' retuaed. 

Thereafter , tba BureaU receiTed n.-rou..t inquires trOOt J.Mrican 

l.aportinl, exporting 8!ld banld"i iDtereate aall:in& 'lbetber Tarioua 

b;nlotbat.ioe.l procedures t;r1ng up Ge,_., Iaporta to tbiJI countrr w1 tb 
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tbe export ot Aaerican products and inTOlYinc old boldinga ot llllrka 

would bt w1 thl.n thAI law. 

Pre~s Release ot Poce~P,r 23 . 1936 

On Dece11ber 2J , 1936, the Treaaur)' Department issued a press 

roloaeo holdi n& t hat certain procedures 1n connection with imports 

troa Ge.,.ony did not involve the pay11ent or bestowal ot aey bounty or 

grt.nt within the purview of section 303. For present purpoeea , the 

princlpt.J. aport procedure appro"od inTohtd the pt1l0ellt or the p=­

chase price in whole or in part wi tb the proceeds or the sole in 

De,_.,y ot ~~ercbandise exported tro. the United Stttes, prowided that 

the proceeda so used were continuously owned b)' tha person tor whose 

:!34 

actual account the American urcballdlae ns sold in Geman,y and thAI • 

Cenllln i ood8 we re pure based in tllat countey. 

December 23 , 1936, to PN!scnt Time 

It now appears tllat the picture ~~ radie&lly changed since the 

iaS\l&IICO Of the press release Of DeCelllbor 23, 19)6. The principal illlport 

proc.durt above described baa beeOlle a attndtrd deTiee for fintncln& 

ia:><>rt4 t roa Genaani at reduced cos ta . On Jul.)' 15, 19)8, tbe United 

~totes Dep&rtaent of eo-erce publis hed Speci al Circ-l.lar llo. 426, ou~ 

l\nl111 tilt procedure tor t!>e infoM&tion of M>eriean traders and &!Tin& 

an !:ngUab translation of the controWng Ge noan regulations . Thl.a 

publication, recant indications of the surprl slna volume of trade 

carried on under the procedure, and new inforlll!l Uon from our Treasur)' 

Attache at Berlin beve led us t o reexuine the matter i n t he light ot 

the current situation. This reexamint.tion indicate• that what seemed 

in Dec .. bor, 19.36, to be onlY an opportuni t7, in a llaited class or 
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oueo, to uWiae -roial protite to otreet b1ah 0.1'11&11 prio .. bq 

been deTeloped illto a IQ'&~tic dnice wbich b operated to .,..,diM 

exports to the OIU.ted Stetea. 

A re(Ulated ovel'-price 11 paid oD tbe two .looerice.n artielee ,_ 

extenainlT ueed ill the procedure. On oottoD the ovel'-price 1a wUtor,.q 

33-l/J%, and on copper it ralliel 1'r<>ll 50 to ~. TINe tbe selected 

_.uues perle,. tbo tlmctioll ot a opeoial Md1ua or exobe'II'IJ ill 

realit;;r, they 8li0Wit to a for• ot money and are utU1Md ao auob ill 

addition to dollare and .arlu!. Tbia onr-price turtbera exporto l:!r pel'­

aittin& a reductio11 ill the coat of tbe purcbaoina 1111rk. In e1eence it 

is a aubeUtution tor a oelectin or d1ocrili1JI&tocy deTalu&tioll ot tbe 

Mrk. 

Poeeiblt future Jotiop 

Before "'V' action 1a t.alu!n, we obould sec""' a 110re dotelled 

doacr1ption of pr!18ent practieoe and additional evidence of tbeir uoe. 

Speoial i~qui.rT along these linea baa been aade ot Enri.n G. 11-.v, TriU1117 

Attaebe a t Berlill, who bappena to be in tbia country at tbia time. 

I t and wban 1 t 11 propooed to lllllr.e "'V' ot tbe present preot.icea 

tbe buia ot Tre&oUJ'7 action 1.8poaing counternilln8 duties, tbe procedure 

t ol.l.owod before the iaauance ot tbe order or June 4, 1936 ~t ..U be 

uaed again. Tlaua a letter would 110 to the State Depart.Mnt l.ndicat.ill& tbo 

Treaaurr• a Yiewa, and, when ita reaponae aa recei ved, the TreaaU%7 would 

adYi.. the Preaident that, UDder all tbo cirCWIItancel, be aJ.&bt want to 

secure the opill1oD ot tbe Attoi'IMT General before filial action waa taken. 
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2 ... verHI4p I!J'e!rty !ht Pr•••• hba14f , ••• 1a Cls=p 

U114er ourra~ recul&Uoaa ot Clft'lllall pel'DMJiial au\llorUlu, 

\be t&pOMaUCII or INb-Ual -t• oZ ~ a. .... produch iato 

tbe United Stat•• baa eo• w be t111a11o..S tllro\llh the •41ua ot eo­

called "bnnor" anuc-to. 1'M ••-Ual t .. WJ'ea <d all UaeM 

61'1'&1l8 ... 11te u eet tonll 111 Speotal C1rculer Bo. ~e, 1aaue4 by tile 

Ullited St ates De~t or C-ree ca 41llJ 11, 1938, 11A4 GUier r.­

llabla W oratloa before till ,,........,. De~at, area 

(l) the proapecUYa AMrlclll l.aponer oZ a.~ 

&oo48 °~8° Olle <d a l1JI1te4 llGiber <d IWida <d M J'CIIan• 

41ee ( ootton or copper 1n 110et, it not all, caaea) t or 

4ollare e t the ""r l4 price. !he ldn4 <d .. rollan41ae to 

be e4101 tted lnto Qe1'1ll81lY tor tbe l)llrpo" <d tbe •baner­

..,.t be approT..S b:r Uae Oel'llall iaport coDtrol '"\llor1Ue a, 

on4 .,.ch appron l 1a atr1ctl:r lialte4 to • Yery taw ldn4a 

or &ooda. 

( 2) fhe MrCban41ae 1e ehlpp ed Wo a..-r, b&rtlle 

t her efore beta eol4 to a Qer.en l>"J'Cil&eer r.r tree ..rk8 

(whloh, u appeue below, are ~atal:r blootH) •t a 

prtce aubatant1al1J lllc)ler tban the ,..-t equ1 Tal•t ot Uae 

total oon to the YeDdor, 1t aueh con 1a calculat..S at 

t he cvrmt ott1c1al rate ot exollaqa. 'nile apreed or 

.,.berprete• (OYer-price) 1e llllifoal:r sa-lll!l' ill the -

or ootton. It baa ~~- leaa llllitono Inn .-ll:r peeter 

111 _, 1n na .... ot copper. Ia ftftJ'T- tM 

prtoa t o ba paid bJ tbe QenoeD ya4ee IIUit receln 
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prior approT&l b)' ne Oeran iJipor'$ OOII,rol author1 Ueo. 

(:1) !he -· paid ~ the o- Ttllld .. e.re reqllired 

t o be paid ill to apeoial aoooUIIto ill O.men blllka, cere, 

u UlltiOIIed al>on, tbe;r e.re 1>al4 •• "lllocload• or coDtrolled 

twl4a tor the aooo1mt ot the noapaoti n .UOriou I.Jiporter 

Mationed ahoTe. 

( <&) lihatenr tb• toraal 11111 tatlou upoo t ho ue ot 

auch c011trolled t\mda l>:r their .UOrlolll 01111er ae:r lie, their 

Olll:r prootical Wle 11 ill ~t tor O.J'IIISII &QOda to lie 

oh1ppe4 to t hl tnli ted States. Tho ld.lld8 ot aooda tor 

11!l.lch noh _...t ~ be •de e.re H atr1ote4 t o tlloll 

oat forth ill detail ill a liat publiohed b;r tbe Ool'Mil 

exobup cont rol author1t1ea 011 l1ll:r 19, 1938. l!xoluded 

troa thio 11ot e.re , ill acoral• 

(a) ArUclee 1114 ca-41t1 .. ill 11!l.lch 0.-

1111 a Tirtual illterD8t1011al liOIIO))Ol)' t o OUCh 

ext111t t bQt their export at the curH~~t hip Oer... 

pricee H qllirea ao uaiatuoe . 

(b) Oooda ot 111!11oh the.re 11 a ahortap 

ill 0.- eo t hat their export 11 DOt taTOred 

b:r the Oel"MMl OonJ'IIa&'. 

(c) Oood• c<8p0ae4 ot tore1111 -teriala to 

such n lara• extct t hat their export 11 ob jectionallle 

t o the O.l'llell oon ........ t bece\&le ot the 4ra1ll ... 

:.3r 
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CJ<IJ'IIUT'I for.ip M.lanoee *ioll .ul4 ....aU r­

tbl purobUI Of \Ill Mhriall IIU4 in tlw•­

f acture. 

Til• not renU of \lie al>o'l'o 4eoon'bl4 qn• woW.4 - to 'be 

tbat, to tbou Wbo &Tail tb .. olna of u, tbe srent of • Tal¥'blo 

pri'fil86• ie be~ 'beat01':94 'b:r the Go!'1111111 Oonruent in OOJIIIootioa 

witb no exportation tl'<la Oenca117 to t ho VI>UI4 Stet .. ot tho Hleotl4 

lr:inds ot Mrolwldiae on,_ratl4 in 'be ·~• -tionl4 lilt. It a_p­

pears t bat, br reetnoUna 1aporto, f1xina illport priou, rocu!atin& 

t ho ""''bod ot ~ t or illpone, and oontrollina the diopoaltion of 

t he proooe4o ot pe:r11011t, the ~tor:r qn• ot tiM OIJwm OoTeJ'Il• 

c:eDt boo pro'fidl4 a 11e1111 Wbore'b:r •-41\hl (cotton and copper) 

1111table tor the purpoeo -:r be 11&14 •• a opooial ae41ua ot uobon&• 

t or oonnrtill& 4olluo into arks 011 tbo 'beaia ot an ••811%'14 premua 

ot aorl<e, on oonditioa tbot tbo total arltl reoolnd, inolll41na tbo 

preol1W1, be 11114 tor \llo puroll .. e ot tile lilted aood• to be uporte4 

trcm Oll'liiiDT to the llllitl4 8\ato1. 

138 

!be po&rpo~oa and UlldorJ.:riDg 0111111 ot t he reculator:r 117at• eppeor 

to be 1aaetene1. It tba roault ot tho qn• 1• to -eti\ upol"tl 

in an 111101111t •iob -:r be det11'111ne4 or oiUM\84 and in nob -•r 

t hat the aoo41 -:r be 1old to tho Vllitl4 Stetoe t or l oll \llan 1101114 

otberwl .. , be pooelble, 1t - oloar tlwt tbare 11 a bO'CIIIty or IP"""t 

tritbin tbo -1na ot our ooantornilin& 4at:r 11•· flw t11t111"11 ot 

the •r•t• Wlliob &in to \Ill-· ... iaponor oenlint:r .. t o tlw 
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p,..SUII rate a~ t41ioll Ilia dollar• will lla ooaYorted illto -. '111 -

uae ot co""" or oopper u .. illtenMdiate &114 •-i&l M41• ot 

couolulion ~llnt ~. proai.IDl crMted ill ~~ t om ot arte ~o be ue4 

tor proaot ill& uport e 1e a prot it Oil t ile sale ot ~ll• oott.on or copper 

ill Oel'llfll1 b7 tllo -r1oa iaponer, fttller ttum a nllei4)' on tile 

azport ot Ge1'M11 soc>d•• 

Silica tbe ueual and ordillary renlt ot tile qat• 1n ita ~ 
• 

operation eeem. to be tile peJaBDt or lloatawal ot a boant7 or crant 

upon tbe export ot Gel'llllll a.rcband1M ill t ile tom ot an unred -

ill IW"Ial t or tbe Germrm exporter ill add1 Uon to tbe eqll1 ftlct ot tbe 

illnetment ado b7 ~~ Juoer1oan iaportor ill transaction• dJ.rooti4 100le)¥ 

t o peyllant f or ~a 0- aood&o 1t Would - clear tllat IUOb &OQd.o 

'lhlob aro dut1allla ~er tba 'l'ar1tt .&ot ot lt:!O aro eubJoot t o co•ter­

'flilill& duUoo ador oootioa 303 ot tllet .&ot (0'.8.0. UUo 19, eoo. 1303) 

ill tbe UOUDt ot tbo proai.IDl. .!!!!:Ill! "• ypited S)atoa , ( lJOS) 18'7 0'. 8 . 

•te; Niobolot y, 'OA1t!jl Sta$oa, (191!1) USI 0'.8, Ml (ltu) S8 Op • .&"7· 

Cc • .at. 

• 
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3 _ Proeoeed f.D.•nwnmmpg t.b&t Coupttry&iliw Dut.i•• will be t.poed 

(T .D. l 

COOIITERV.Al!.ING DOTIES ON IIIPOR!'S FROll OE!IKANY 

llotice of countervailing dutJ.ea to be apooed Wider SectJ.on 303, 

Tariff Act of 1930, by reuon of the ~nt or bestowal of a beuntJ 

or p-ant upon the exportation ot certain sooda fr011 Gel'lll&'1)'. Collec­

tors of Ouoto:oa U..trueted to auopelld liquidation ot entries ooverl.Dg 

dutiable imports fro• Ge~ and to collect oatiated addl.tiollll 

duties 1n aertain casas . 

Treasury Depart.aent 
Office of tbe Co..J.aaionar of Custoaa 

Washington, D.C. 

The Bureau ia 1n receipt of information coneerni.ng tbe operation 

of eo-called •barter• tranaaetJ.one tbroucb whic:h the aportation into 

the United Stetes of merchaDdlse from Gel'll&liY 11 financed by 118ans of 

premium prices for certain produota, particular~ cotton and copper, 

which utiatiea the Bureau that auc:h transactione inTolVII the ~nt 

or bestowal of bounties or 10ranta within the 41eaning of Section 303 

ot the Taritt Act of 1930 (o.s.c. , UUe 19, aeo. 1303). 

According~, notice 11 hera bot gi"en tbet dutiable ~~erchandiae 

imported direc~ or illdirec~ fro• Gel'llll1,1, which baa been or ohall 

be &cquired by or throuah the disposal of other cooda on • pre&11.a 

baeia (ragardlesa of tbe obaractar of ouch other good& or of tbe 

118t.bocl or _,., of ouc:h diaposal) , 11' entered tor eona1.apt1on or 

withdra.wn from nrehouse tor conauaption attar tbe expiration of 

thirt;r c!a;ra attar the puhllcation of this daeilion 1n a -~ i .awa of 

TREASCIIY DECISIONS, will be subject to the p&,Y10GDt of countarnillng 

duties e<tu&l to the oet a110unt ot aey bount;r or vent datormiDed or 
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eatiat.d io baft bMD paid or 'beatoooed upoD it. u:port.at.ioD traa 

Ge~· 

Upoll tM &llUT tor CO~W~aptiOD or w1tb4rawl haa arUoiiM 

tor corutUIIPtion, on or att.er tile attaoti•• d&W ot We DOtioa of 

dutiable MrobaDdiM iaported dinotq or i.Ddireotq troa Gen&DT, 

there ab&ll be ~oted 1Jl a4dit1oD to us:r otbar duties eatiat.d 

or dat..niAed to be due, aatiat.d coUDt.arn.111Jll dutiaa at tile 

raw ot 25 per -tla ot tile Urroioa 't'&lue. Tbe ll'l.w:latioll ot 

entriaa 00\'&riA& INCh MrObaDdiM aball be 8U8p&JIIIed &Dd t.be taeta 

concern1n& tbe J~&J~Der ot pqant tor tba cood• aball be reported 

proaptq &Dd ill tull to tile Bureau· 

.t.PPICiflllh 
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4 _ MemraDIIIa Exol•1 nl "I Proc.dure tor Exacting Countern.Uing DuUeo 

gter PmOQsed t,p, \1 Iaauad and M•cvsing tbt Prqb!hlt 
Proeedure tar Att.Agking tbt Ordu 1n tho Cqw=t1 • 

'lihen the proposed oountervaUing duty order bea been signed 

by tbe Couiaaioner ot Cuatou and &pproTed by the Secrat.arT, it. 

wUl be tuecl tor publication in the Federal Register and publiabed 

in the next isaue or the •••kl3' TRUSURI DECISI ONS. Froa 4 to 10 

deys must elapse bet-.een the date of approval and the date of publi­

e:>tioo in tREASUB! DECISIONS bec:auaa thet. pupblet 11 publlabed each 

Tburaclq and matter to be included tberein auat be forarded to the . 

printer not later than the preceding llond~ 110rning. The order will 

beCO!I8 otfactive on tho ) lat ~ after t.b8 date of publicaticn in 

TW.suRI DECISIONS. 

Besinning on the effective date of t he order, all collactora ot 

custo.•a wUl collect, in addition to reSU].ar estimated duties, eeU­

""ted countervailin& dutiea equal to 2S per cent. ot t he invoice value 

of each abipoent of ""'rci\Mdise !rQlll 0erl>BoD;1 wbicb it subJect to 

regul.Alr duties under the Teri!f Act or 19.30 and which ia entered for 

constapt.ion or rttbdrawn troa '!fRI"!Iiouaa for consUIIJ)tion. An investi­

gation will tben be lll!de in respect ot each such ahipoent to deteJWi.na 

wbethor i t ..as or is to be paid for tbrougb a •barter" transaction 

and, it such is the ca110 , the Secretarr of the Treasury rlll then llllll<o 

a declaration of the ....,unt of subal.d;f, 11bl.cb rlll equal the dollar 

equivalent at 40 cent.e par ll&l'k of the ditferenca bet-..en t be Genan 

premillll price and tho •orld lll&l'ket price for the sood• aold in Oerlll&ll1 

'l1:r the Aaerioan J.port.er 8 ngaginS in the •barter• tranaac~on. 'l'bia 

declaration rll1 be forwarded to the collector of cuatou COI'lcernecl, 

' 
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1lhD will act the,..oa lQr .uiac a toral aaeaa-.t ot tile 4Mlan4 

....... ot u cout.na11111C duUee 1D hie fiDDl COIIplll&Uon of the total 

dutleo 4~>• oa the t.portaUoo. lbea th1e co-pRl&Uoa 1o ..U, ..., 

ueeu d~>U•• collected will be reiWided &Dd the hporter will be 

called upoo t. PDT arq dlf1c1eacr • 

.1.n 1111!)orwr who obJects t o tbe au••-•t of couwl"fa1l1ac 

4atleo .a:r. rl thla 60 dar• alwr the l ln&l coJIV<ltaUoa of duUeo 

bT the collector, file a wr1 tteo proteot etoUnc blo reaeono tor 

tho obJection. In th e a'beeJ>Ce of ouch proteot wl th1D the 60-4&7 

por1o4 , the aoo .. ueat of the oOUDtenalliq dutieo will 'bee .. • fin&l 

ao4 eoocluaiYI upon all pereoa e . It a prot .. t 1o filed, U.e con­

tor lo required to rnlew bh aotloo w1 thlo the ncceedinc 90 dqo 

ao4 upoo alflrelac hie o._touon be ... t tranaait U.e protut &Dd 

all the &CCO~IIC paper• to Ull t1Dl ted St&WI Cuet ... Cour t, where 

tllo Mtter rlll 'be tried 'before a d1Y11loa of three ,111dceo. !be 

United Statea will be repre .. ated '117 tbe office of the louiotaot 

Attoraer Oenaral 1D cbarce of cuoto•• 'liUpUon. !be cuotoao covt 

'beo Jv1o4lct1ou to dltere1De tbe legality of the ccunterYaillnc 4~>\J 

order, 'bolt 1t hee -·decided 1u lpP"'lla !lnpr l\!f1a1ec Co. Y, Opl tM 

§~too, (1911) 1 Ct. Cuot. Apple. 242, U.at the oovt ..., aot 4o tera1DI 

the correc tnou of the ......,t of cCiltltena111DC 4v.Ueo p&T&'ble. It 

.., onlJ decide whether the qotea upoa which U.e 001lOWI"fa111n,s 411.'7 

Drdor lo 'baNd lDYOlYeO thl p&T8111t or beotowaJ. of D b01l0tJ' or CJ'&At• 

loa appeal llu fro• the cnaotoao oourt to the Qui ted s towo Court 

of Cuotoao aa4 Pateat .&ppeale &lid 1D rare 1Dataaoee a .- ""' C0 

froa tbe latwr court to the UaUed Stowe lhpre .. Court. 
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a 11 uual tor a 7e&r or -" t o elapoe 'between the date a 

l>rot .. t h recel'l'ed 'b;r the cueto•• court all4 the 4&te of trial all4 

3 to 6 aonthe uouall7 elapMt 'betnea the 4&h of trial and tho date 

or deCl tlon. It ia poatl'ble , howeTer, !or & e&te to 'be tried and 

decided within 3 or 4 nekt after the protu t 1t recei'l'ed 'b;r tbe court. 

It 11 pooti'ble that 11t1pt 1oa of tho cOW>terT&11111l; duty order 

ni&M 'be 1nU1at ed rithln a da7 or two after itt af!ecti're data 'by & 

protut ap1not a r efusal o! tho collector to 4el1nr IM!rch&~>dioe 

without depoolt Of the eot!..at&d COWitOr'l'&lllftC dutieo &Dd that & 

4ech1oo &i&t>t 'be raached at & nr7 earl7 date 1>7 tbat procedure. 

'fhlo procedure 1o rare l7 followed. In n ew of the co~lexit;r of the 

lOll M4 !acto to 'be tried it oeaao unlikel y that a Judicial 4echioa 

In roopect of the coWltenalllng duty order c&n be expected unt il & 

year or aore aft er ito pro~gatlon. 
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Pereonal. and 
Confidentiat 

Dear Henry: 

THE UNDER SECRET'-'"' OF" STATE 

WASHINGTON 

llaroh 11, 19~9 

I deeplf appreciate What r ou were good 

enough to ear at Cabinet meeting yeaterdaJ. 

I am aand1ng you tbeee taw linea to let rou 

know that I am most gratefUl. 

Beli eve me 

very e1noere11 

The Honorable 

Henry Vorgentbau, Jr., 

Secretary ot tbe Treaeury. 
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GE:~ COUNTr.RVAILING DUTIES 

~oley : 

F.II.Jr: 

FoleY: 

EXCERPT FROU 9: :SO GROUP IIEE:TING 

KARCH 13, 19:59 

• • • Fels called up Saturday morning and said they 
were going to ~elk with the German Embassy early 
thie week about the achece, the barter scheme and 
tell them unless they stopped it that countervail­
ing dutiee were going t o be imposed. 

That le right. What happened ln Cabinet was this: 
The President himself brought it up and used the 
memorandum which I gave him last Uonday. Using 
that, he brought lt up and be tO?k the entire 
blame tor holding lt up, on himself and said that 
the etate Department had asked him t o hold it up 
tor va rious r easons, and that he had concurred. 
But that now, he wee going to ask the Attorney 
General t o give him a ruling. The Attorney Genera~ 
said, ·~ can g ive you one tomorrow that will be 
favorable•, and he said, "No, I don't want lt 
until two weeks trom Monday•. I sai d , "And 
suppose the State Department continues to object•. 
He eaid, •we w1ll give thPm two weeks trom Monday•. 
And I said, "I t hink I am entitled to an Attorney 
General's opinion•, and Frank Uurphy said, "You 
will get it•. So the President said, 0 Ho, ! don't. 
want it until two we eke trom Uonday 0 • Then the 
President eatd, "You Cftn tell the young aen up at 
the German Embasey tbie ie coming; it they want 
t o change their ways it 1e all rlgbt, but 1t 1s 
in the bands ot the Attorney General", and he 
said •aenry bee been worrying about going to Jell, 
and now we w111 le t Frank Uurphy worry•, and 
Frank sald, "I will give it to you tomorrow•, 
and he said, "No, not tomorrow.• 

I dld not eay a word about our boya being on the 
water. I thought it better t o let it ride. 

I think that is right. I dld not tell Fete when 
I talked t o hlm. 
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Gibbons: 
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Well, ! haTe not said anrthing. So eTer, thlng 
broke but the President took the initi~tiTe. Re 
took the entire blame on himself t hat the thing 
was held up and also told us that Homer Cumm~ngs 
had it, and had i t, he thought , s ince last fall. 
But I corr ected that. So he said, 1 Tell the 
German Embassy it 1e now in the hands of the 
Attorney General'. 

Nell, the conTereatton took a funny t urn. Pete 
said be wanted a memorandum from ue giving all the 
details so tha t they could be fortified when he 
talked to the German Embaeey, and I said , 'What 
more do you want than the tour-page memorandum 
we gave you last tall'. 

Ocl.ober 3lat. 

Yea. He said, •Just ~ minute•, and he turned to 
hie associ a t e and came back and he said, •well, 
we want something nasty•- he wants somethi ng t hat 
will distinguish the facta that you gave us last 
tall trom the explanation the German Embassy gave 
us two years ago, but he ea1d , •r don't think t hat 
is necessary because the decision baa been made 
tha t we are go ing t o go ahead and all we need t o 
do 1e tell them that•. So he said, "I don't 
think that background 1c necessary•. And I said, 
'Well, we want t o give you all we have ao you 
will be fortified when you talk to these tellowe•. 
And be said, •well, l et me baTe so and eo - ge t 1n 
t ouch with your men•. So I euggeated that he come 
over snd talk with 8111 Johnson today or tomorrow. 

I would let it be between tho State Department 
and Johnson. They have sot all ot the facts. 

Hasn ' t the State Depar tment put you on the spot? 
Connery eaye he baa this letter on the State 
Department. 

I know. That is all right. I t old the State 
Department please not to write any eore letters. 
The Pr esident told eleven people t here it was hie 
responsibility. But this 1a all right- we are 
All right now. 

They have been throwing it back 1n our lap. 
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I told th~• that at the Cabinet. It le al1 ri&bt. 
Tbe Preeldent bae deolded we go ahead. He eald, 
'Two weeka rroa to4ay we wlll get the rullng•, and 
he ueed ay memorandum whloh I gave hlm laet wealt. 
He Jaet etarted the Cabinet r1~t orr wlth thl• 
thing. Tbat 11 what he etarted Cabinet orr 'l"lth, 

George. 
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J o.!oa R. 11oy1o , Oo:.;>iaalonor of Cuoto:Jo , today aont tho followins to1og..., 

<o ell Ollitod Stntos Oolloctora of CUatoca : 

'TO ,\LL COLLECTORS OF CUSTOliS 

!l'ho Stnto Dcpr.rtuODt b~vl~ today ndvlaed Transury Do)X'.rtnont 

that In view of t ho rocont oill t">'y occupntlon of tile Provinces of 

lloi:onln , l!ornvl r. :.nd S1ovlllda of Czochoalovokie by Goroc.n r.=d 

fcrcca IU'Id tho O.IHUDption o f control ovor tt.oao nrons by OornM 

cnthori tloa , tho State Dopnrtr.:cn t, whilo not roCOiOll<ino; nny 1o,<N. 

b:Ls.is tor the 1\l.urq>tlon o f so-c.'"lllod 'lrotcction OY\!r th11 terri toey, 

ia conatrnined by force or tho t o ro{;Otn..: clrcu:ntf'l'.ncea to r oj'r.rd tho 

nbovo-~1ontionod Provincoa ns now bolng Wider t~.o do facto r.dlJini~>­

trc.tlon ef the Gorr.o.n t'llth ,rl tloa , predue~a of areas :'lontlonod 

o:oportod fro:> n.~y eou.~tr:r on or eftor lll\l'ch 18, 1939, shall be rc>­

co.rdod ... product• of Gorr.ony for the purposes of tho :-.nrldn; prc>­

vlslono of tho Tnriff Act of 1930 Md for dotor :olnlllh ll!>P11cr.bl o 

r"toa of dut;o-. Olvc lr:portora fill posliblo nu tioo . .&p' ly provlalono 

nrtlclo 822(o) CUoto::ta RO{;Ulntlcna 1937 In detcr:!inlng clnt os of O:J>oo 

port<!.tlon. 
J AlaS I!. lo!O YLE 

Cor.:..isaionor of Ouatooa. " 

The lot t or o f tllo Aetll'l(! Socrctnry of Strte , to which rof~ronco 1a ::ade 

In tho nbovo tclogrl'l: , Ia c.a follows : 

"'lru-eh 17, 1939. 

Nr denr l4r . Seerotr.ry : 

In vie• of tho r ccol>t o111t c.ry oecunt>tion o r tloe Provincoa 

of lloho:Jln, llornvill nne! Slovakia of Ouchoslovnldll by Ocl".= err.od 

foreoa M4 tho naau=mtion of control ovor thoae nrons by Oorr.tM 

r.uttor1 Uoa , tho Dop•.rtoant , whil~ not rceocnhlng my lc.;nl bnal a 

for tho nasw:ptlon of so-e!ll lod 'protection' oYor tHa t erritory, 11 

conotro.inod by force of t ho foroaci~ clr cu::ato.ncca to r c;;crd tl:c 

nbc.vo-pouUonocl Provincoa ns nor. boil'~{; Ulldor t he !!. ~ o.duin1o­

trnt1or of the Ocr= <1Uthcr1tloa, 'l'ho Dopnrt:.lCmt of Strto , tllorc>­

forc , t Orcelv~a no obioc~ton ~o tho Troaaury . under such r~~,u<tlon• 

C'.a 1 t .fly ittsuo , rog~d1ng aa GorlNl for euatone pwpoaoa , 1ncl udln« 

tho o"'•l1cr.t1cn o f r :>.toa of dut loa , .;coda ccouns f roo t ho Provinces 

of :Bohren, l!or:>Yi n and SlovQk.l n. You will 1<1 tor bo advhod '" to 

th<!. ProYir.ee of Co.rpo.thc>-U'anlno or Ruthcn1n. 

The Bonorn.bla , 
Henry l.lort:onthau , Jr ., 
Socrotni"J of the Troc.aury, • 

-oOo-

Slncoroly your• • 
S1Jl,!!UlR iill.LES 

.lc tln& secrct<U'T. 
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tcrJr: Hello. 

Operator: 

Hl&l'r: 
Sumner 
Welleo: 

l!!'.Jr: 

1: 

Kr. lellee. Go ~ead, 

Hello. 

Hello. 

I have people here, but I thought that you wa.nted to 
talk to me right away. 

Yea, thank you, Henry. I've juet been talking to 
the President 

!!llJr: Yea. 

'If: 

HUJr: 

ll : 

Hl.!Jr: 

I!: 

Hl.!Jr: 

I• 

HJ.:Jr: 

1: 

l!l!Jr: 

1'1 : 

Hl.!Jr: 

At QY press conference at twelve-thirty today I've 
got to ~e a stateocnt, which 1a or a political 
character. 

Yea. 

And I want to be autbori~ed by you -­

Yes. 

To eay immediately thereafter when the queetion oomea 
up again es to our trade Qnd financial complioattone, 
that I am informed thllt the Treasury Department will 
make an announcement to cover that subJect 1n the 
immediate t u ture . 

lell, what -- wha t are we going to eay? 

lell, whatever you eay could be eai d tom~rrow. 

Oh! 

lhat I bad 1n mind wae the statement that Feie d1e­
cueeed with you yesterday ragardtng the etatue or the 
Ctechoelovak Agreement. 

O.IC. 

And the Preeident, at Cabinet tbie afternoon 1& going 
to ask Uurphy to eend hlm today t hat ruling on the 
countervailing dutiea. 

I get you. 
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l'llJr: 

W: 

HJ!Jr: 

1'1 : 

'!!:Jr: 

•· 
'l!.!Jr: 

'1 : 

Hlo!Jr: 

IF; 

'll.!Jr: 

11': 

'!I.!Jr : 

1 : 

Hl.:Jr: 

RUJr: 

151 
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So that tbe two t h1nga can *cli ck 1 i mmedi ately after 
the s t atement that I ' m going t o make today. 

You don't expect us to say anyt hi ng today . 

rtot today . 

What. I mean -- we have unti l t omorrow mor ning? 

Yes indeed. 

Well now, as I understand lt, since Her bert Fel a 
left her e l ast night we've had no communication-­
(Ael de: Have we had L~v comcuni cation?) Oh, Harry 
"'hlte ' s her e ; he said, *'!eo," he lu!.d heard from 
Herber t Fei e. I d idn't know t hat . 

Dr. Fele i s here wi th me now. 

Well , I di dn' t know. ~e -- he h~e talked with White. 

I want to - - I want to make eurc what our own thouSh t.e 
are and what t.be Prc£1dent agreed in principle to . 

Please . 

Our feel i ng was t hat we should not take any step 
which " "uld 1nf e r recogni t.ion or t he ncqui ei Uon of 
Cz e-choelova.ki a . 

Yes . 

An.d that the Treasury Depart ment eho,l d celte it clctr 
tha t 1n view or the mll ttnry occupat ion or Czecho­
slovakia, the tek1ne over o r control in thet co~~t.ry 
by Ger.~any 

Yeah. 

That aft er a certain d~te -- whatever the time t hat 
you feel i e the ~inimum --

Yeah. 

Goode coming from tha t ares will be r egarded o.nd 
olaeeif led as German goode and subJ ect to German 
t r eetment . 

I eee. 
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lf: 

qt!Jr: 

11: 

iG!Jr: 

r : 

II : 

lll !Jr: 

1 : 

'!l!Jr: 

1 : 

Hl!Jr: 

HliJr: 

W: 

I!!.!Jr: 

W: 
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That ae soon ae we can hear with rega.nt t o the other 
countr1ea the t have pa1d benet'1 ta W1der the general­
i~stion proviaione, we would announce that we wer e 
negotiating euppleaentary agreements with the•. 

They wouldn ' t be affected. 

Yea. So that they would be t~~n cere ot. 

Oh, grand: That 'a grand ! 

Does that seem to you all right? 

Well I -- yea -- I thought that it ~uld eeem moet 
unta1r to -- BelgiUl:l should be penalized because we 
canceled this treaty thie Cucbo. 

Well, I'm a hundred per cent in accord, and if we do 
announce that we cancel it, of couree , that implies 
recognition of the conquest. 

Well now, do I understand that Feis baa told our 
people on r.hat basta they want ue to work? • 

(Aside: Rave you bad an opportunity of telling them 
on whet baeia you want them to work?) Not as yet. 

Well --

But he will get in touch with your people immediatelY 
after he leaves me. 

Yea, and if be would -- he'c not-- I think lf he 
• ould -- tel l hlm t o call up -- I've got White 1n 
here with me. 

Yea. 

But lf he would call Ed Foley. 

Foley? 

Yeah. 

All right, Renry. 

See? 

.Ul right. 

Regraded Unclassified



l!W'r: 

If: 

lll.!Jr: 

1: 

HUJr: 

1 : 

Hl!Jr: 

1 : 

H'..!Jr: 

W: 

HUTr: 

1 : 

F.JI.Tr: 

1 : 

"Wr: 

1 : 

H'..!Jr: 

'I! · 

l!l.!Jr: 

W: 

!Q.!Jr: 

I · 

RliJr : 

1: 

- '-

Jle call Ed Foley. 

All rlaht. 

Le t me understand 
otatement at noon? 

Yea. 

you're go~ to aake th1e 

Don't expect us to follow 1t up with anyth tng botore 
t omorrow. 

That's rlaht. 

I8 t he t risht? 

That 's absolutely risht . 

And --

I'm calling in Tb?o,eon ton18ht to tel l h1c that the 
1mpoait1on or the countervail1nS duties is going t~ 
be announced immedia tely -- in the immediate tuturo1 

Did you see Thompson las t night? 

No, I put it ott until I knew exactly what the 
President would approve. 

Ri5ht . 

So I'm eeeing him t onlaht. 

Well oow, whatever we do we'll have a chance to cheok 
1t. eaa1n with you -- with your people. 

That's risht. 

See? 

Yea i ndeed . 

Well, I mean, we' ll hAve a ohnnce to work 1~ out and 
then submit 1t to the sta te t or your npproval. 

Fine, Henry . 

0 . It? 

'!'hank you very muoh. 

'l'hank you. 

Good bye . 
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Preunt: 

llarob 17, 1939 

llr . Lochhead 
llr. Foley 
Dr. 1l'b1 te 
llr. Johnson 
lira. ltlotr; 

1:40 p. m. 

~Jr: Row do I address you {Johnson)? Row 
are you, Adlll1nistrator? 

Nr. Johnson: lly name is mud! 

Rll.Jr: Do the lawyers talk to you? 

llr. Johnson: The lawyers are all renouncing 
t hei r titles. 

llr. Foley: The memorandum ia •coming up•. 

Rll .Jr : •sunny side up•? 
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llr. FoleY: This is t he letter -- proposed letter 
that State will send t o you , which will be the bas1e for 
the action by Customs. 

Rll Jr: I could kill that fellow, Cellar. Re 
gave out~etter today in which llorgentbau says there 
1s nothing to t his German dumping . 

Mr. Lo~ead: I was 
gent lemen that t his crew you 
bee handled it eo quickly. 
today we have this. 

just 
sent 
They 

complimenting these 
over on the other side 
arrived yesterday and 

Rll Jr: They give my letter out. 
I mean t~ller letter. 

It's all right . 

• 
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llll,~r: Now, 11aten. ! hie h a Yeey n1oe 
letter, w1 one Yery 1.portant axoeption -- "!he 
Department of State, therefore, peroeiYea no obJeotion 
to t he Treasuey, 1 eto. 'lh)' g1Ye me a double negaUYet 

Mr. Foley: After all, the Cuetome ia under the 
Treaaury Department and they can't recommend any action 
that you should take ae to matters under your Juriedic­
t1on. It's merely oomity between the two Departments. 

llll,Jr: Comedy? 

Kr. Foley: C-o-m- i-t-y. 

Mr. Johnson: I cay say the last sentence 1s 
about all they wanted to give us. 

llll Jr: Can't you get this worded a little dif­
ferently~ 

n1ze aa 
we have 
to baae 

Mr. FoleY: They don't want fo~lly to reoog­
German t hie new territory. On the other hand, 
to have a8 much a8 we oan get from them in order 
our aot1on. 

llll ,Jr: You people satisfied with th1eT 

Dr. 11h1te: That one phrase troubled me, but 
there 1e no way out. The phrase-- they don ' t obJect 
18 kind of oold, 

Mr. Johneon: 
Sudeten case, too. 

Kr. Folex: 
be dictation by t he 
might resent. 

That's what they eaid 1n the 

I th1nlt anything more than that would 
State Department and eometh1ng you 

llll ,Jr: Could you put it tbie way: The Depart­
ment of State, therefore, adYiaee the Treaeury. 

Dr. 11h1te: No. 
tiona. 

They are g1rtng you inetruc-

llll.Jr: Well, if you gents are aat1af1ed, it'e 
all right with me. 
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_.,_ 

llr. Fol!r I think we got ..,re out of thea 
than I waa expeo ing. 

HI& ,Jr: 'l'hen , ~n do we IIOYeT 'l'o1110rrow morn-

ingT 

Mr· FoltYt Tomorrow. 

~· J9hneon: 'l'hat date will. be the 19th instead 

of the 1 th. 

Kr. Folex: 'l'hle 11 the proposed not i oe that the 
Commissioner sende to the different Colleotora. 

Hl&,Jr: Let ae ask you a queation. It th1a ia 
here ( letter trom Stat e Department) why don ' t we do it 

toni ght! 

Dr. White: 'l'he only reason why , I understand, it 
ia not bei ng done tonight ia they wanted t1rat to i nfer• 
the German attache. Otherwise t here 11 no reeaon. 

W',Jr: 'fhat t hey are informing the Garmn attache 

ia aomet ing entirely different. 

llr. ~ty: But theY thought t he thing should be 
announced ai aneoualy, but that's entirelY up to you, 
Sir, and we would prefer to put t hat on the wire tonight, 

wouldn1 t we? 

Ur. Johnaon: Yea. 

Hli.Jr: In tho f i rs t place, it aeema to me, two 
thing a: thle goea out tonight . 'l'he other t hing - - they 

have nothing to do with each other. 

Mr• FoleYI Ko; t hey are entirely independent 

ot eaoh oth8r. 

Hl& ,J r: What 

Mr· Jobnton: 
was being deferred . 
Joint. 

do you think , llr. A4minhtMtorT 

I t old Ed I oould not see whY thia 
It abould be aeparated r ather than 
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lir. Lochhead: 'l'bat' s right, and thh ehould 
come first. 

Dr. White : This let ter , you haven't decided, 
if it is approved whether it is to be released. That 
letter you merely receive personally. The instructions 
go out today -- cabled today -- whether you want to make 
that letter public. 

IDI Jr: Xes, I think eo. Thh ought to go out 
tonight 'Fof'to1110rrow1 s papers. The other thing, we can 
do it toaorrcw; g ive it out here at noon to morrow. 
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Dr. White: In view of tha Cellar letter, I would 
give it out t omorrow. 

IDI .Jr: The point I am getting at , I think it's 
bad publ~c relations to do the t wo t ogether. 

Dr. White: It's much more effective. 

HW.Jr: liuoh more sfteotive. 

~. Foley: In view of what Cellar d1d this morn­
ing , the sooner we get this out, the better. 

IDI.Jr: It 
I w1ll do ia this: 

annoys me -- what Celler did. 'fhat 
I will bring t h18 to Cabinet. It 
will come back and call you on the 

say it ' s a ll right and get 1t on 
I get a clearance I 
phone Just on this; 
the wi rea. 

lir. Johnson: In t he meant i me, we oan check with 
Hackworth on the possibility of getting it dated todaY 
and everything. 

IDI Jr: I told the Stat e Department or the Presi­
dent thatt~ie ie going to be handled Juet like Sudetenland. 

lir. Johnson: This 1s mechanically the same as 
Sudetenland. There is one error 1n the memorandum. We 
aay the 17th and it th1e ie released , it will be the 18th. 

oOo- oOo 
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RE cll.lNGES Ill DUTIES APFECTI IIG IJIPORTS liarcb 17, 1939 . 
FRO:I OCCUPIED CZECBOSLOVAKIAII PROVINCES 4:30 p. m. 

present: 

H.II.Jr: 

•h1te: 

I! .II . Jr: 

•a1te: 

vas ton: 

•hite: 

H.II . Jr: 

I! . :A . Jr : 

th1te: 

B.U. Jr: 

•oley: 

ftl1te : 

llr. Gaston 
loir, Foley 
Mr. ~bite 
lira !Clotz 

Now, I got Welles to s ign this , nfter he got a 
memorandum from somebody over in t he Tr ade Section 
telling him not to do it, to hold it of f for another 
week - some fellow over there. 

l!awkins . 

-ha t? 

l!awldns . 

l!awkins wt'ote hlm a memorandum not to do it. 

!lot to do thls? 

Not to do this for another week - sor.tething 1n r egarC 
to shoes . 

tlhoes. 

He ' s got some shoes coming. 

ls this going to be held up for a week? 

It ' s going out tonight. 

It's been considered. 

·•e decided it. it•s finiShed, it' s done . That's 
it rigllt there. 

You ' ve got it. 

If I hadn't bad it come over th& way I did, they 
would have b.eld it up for e weelc. !low, will you 
keep all of this, and then when it ' s through give 
it back to llr s . Kl otz, with e lit tle explanatory 
no te for my diary . Please . 

Yes, sir. 

well tben, it's all done. 
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roley : 

•hHe : 

~OStlln! 

Gaston: 

n.~. Jr: 

Gast vn: 

li. !4.Jr: 

~us ton: 

:£8 

- 2-

ies , but now I've - but I've got to initial things 
etc . , etc . And the ht torney General will have t he' 
other thing over here at nine tomorrow morning . 

Well - I mean on what basi s are you ignoring the 
request for a week f rom Welles? 

He ' s not ; Well es ignored it. 

I see; I didn' t underste no it . 

Look, •Kith t his letter cua~e a mea~orandwn from 
li!iWkins , ... hicb uelles sbowed me, asking tbis be 
postponed for a week . And ne let the President 
see it and the President salo, 0 llo, go ahead, sign 
it .• but toe beliuty of it W!IS having it then and 
tbere . I aon 1 t know wha t telles would have d one; 
but nawk1ns a sked f or a weeK's pos tponement. 

And I told helles that bis letter would be released 
with ours . lie said, 110 .1(. • 

Uo you want to see i t ? 

Yes, v er y much. bit down, people, end be easy. 

(Begins to r ead press release, 
attached hereto) 

Do you have • •• • 

·•e nave to check t nis letter llgainst tbe actual text. 

'lnat 1s what I was tnlnking. 

Is this f or morning newspapers? 

No . Get it out for immediate r elease. uoesn•t 
make a ny particular difference now, except they 
cLn announce it on the r adio . 

"hat do you tbink is the best way? 

uetter make it i~edlate, I think . 1bat takes orr 
&11 restrictions on itS bocoming koO'Nn to importers 
as soon as possible . 

I went to just tell you now int eresting tnis is . 
Now, ror instance, I told t he ?resident - ned a 
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secono - this mor ning what we've done with the 
banks; ana the Pr esident starts out at Cabinet -
he said, "You'll be interested to know what I 
told the banks; t hat is, what the Secret ary of 
the '!reasury t old t he banks . " ~>nd he 11ent on to 
explain. 

And tnen he sai d , "Now, I understand we ' re going 
to give them thi r ty days • notice on this q uestion 
of •• . 11 - whatever you call it, sovereignty, some-
thing like that . So I said, "l'lell, I•m sorry, Wr . 
~resident .•• . • Oh, before the meeting I had two 
minutes with nelles; l saio, •welles, here ' s the 
letter; take a look a t it and see if it's all r ight. • 
He said, •Well, I haven't seen it before and I 
apprec i ate your showing it to me ••• • -so forth . 

~o when the President got on this thing he got right 
off on the wrong foot right away on t he thirty days • 
notice. I sa i d , •If you don't mind, Mr . Pr esident, 
let's take i t in the order in which it would come . 
lolr . nelles has a letter before him which I think 
he 1 s going to s end me . iiaybe he 1 d like to read it . • 

So Welles said, "Yes, thanks to i.lr . r.lorgent hau I 
Just got the letter; I wo uldn ' t have otherwise had 
it. " He reaas it, a nd I re~d from the memorandum. 
In other words, I h.ed myself all down pat . It worked 
Just like clock-work end I had the explanati on a nd 
was &ble to r ead the th ing . I mean because of my 
calling you people to have it, I had the stuff . 
Welles didn' t kno• what it was because he'd been 
on sometbing else . •-nd tile stuff being in good 
or oer just flowed - you people getting it to me at 
two - the wbole thing flowed, and I ·was &ble to get 
the very complicated thing tnrougb Just es smootbly 
as possible . I mean it all ~orked out beautifully . 

You fellows did a nice Job. But Welles - his people 
hadn't given him e thing; he hadn ' t even s een this 
letter . So when I came out to call you, I wrote 
v.elles a li t tle memorandum and said, "l •ve tsken the 
liberty of asking your office t o aend this over t o 
you. " Be said, •That' s fine . " '.l.hen be s tayed bellind 
and read it . 

But the whole thing, you see, putting you people on 
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••h ite: 

H.ll.Jr: 

"nita: 

H.li.Jr: 

~aaton: 
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notice, then having the memorandum tor me ••• 
• nd the President didn't have the technical ~plana­
tion, >lelles didn't have it; I had it, fortunately. 

hnd we didn't have a single minute to lose; Just 
got it under the wire, and we were worldng right 
through. 

•bey insisted we go over there t his morning, 'llbicb 
took up some time . 

Well, the difference is that our s tuff was ready, 
it was in nice shape, and I r eally was pr oud of my 
organiza t ion; and everybody else fumbled around. 

• bey worked this morning • 

You say the President made an error with r espect t o 
t hi rty dcys • notice? 

He thought in this or der we ga ve tbem thirty days ' 
notice . 

Did be mind tha t we didn1 t? 

No , wben he knew what it was and r explained it to 
111m. I Just read from my memorundum, that's all. 
I bad explained t o him once before. That's wby, 
~nen you tried t o catch me up - I had already 
explained to bim that the thing was a question or 
being in transi t or a consular invoice, and I had 
said that we gave no notice this tice; but he tor 
some reason or other thougnt we gave them t hir ty 
days ' no tice. 

Well, Bill Johnson just got o latter from the 
exporters ' Association urging notioe, und so rorth. 
Probably be many more letters l ike it. 

"ell, this goes now. Any reason wilY this shouldn't 
go , aerbert? 

llo, no reason. The only t hing i s that • e have it 
signed •Acting becretary or St a te" in this and•in 
the le t ter it's Just signed •Acting becr e tary. 
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He s igns it - bow is it signed? 

It ' s not how he signs it. l t's the designation 
underneath. 
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lie ~igns it •sumner Welles, i•cting Secretary, 11 a.nd 
we have it •sumner Nelles, hcting Secretary of 
lita te .• 

V•ell, cross it out. 

Except this is on the uepa rtment of State stationery, 
ana it would be necessary there where it isn't here . 

I don't thinK i t ' s necessa ry . 

It ' s only a pr ess release anyhow. They use hS much 
as they want of it. 

I thinK it's more timely t o let her blow. Tb~ only 
thing I think I would do is this: I would senn over 
a package of tllese fifteen minutes in advance to the 
~ress Section of the Sta t e Department . 

Pr ess Section of 6tate . 

I meun I' d give them here, then send a package over 
to Stnte~ we're giving it to our boys, but I 1 d send 
some to Commerce and sooeto St a te. 

"e want to be sure, too, t na t Johnson has go t Moyle 

uell , fro!ll now on 1'111 out of it. I'll leave it t o 
you r ellows . "ut this is nice work. And the other 
t ning will be over at nine t omorrow morning. 

We•ll heve that ready. 

••ell, tomorrow's cables roll, don't they? 

That ' s right. But he's gone- Johnson said, "I'll 
s end it ." I said, "No, you don't; you go out to his 
a purtment ." 

Old be? 

~es . 
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roley: 

a.II. Jr: 

Did somebody bave to bold bis band? 

I •m not sure. 

Be sure he doesn ' t die until atter be signs it . 
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JCl unJDUU mt•n, 
Fr14q. llarob 17, 1939. 

'""""Borneo 
lo. 1&-79 
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'""'" J!. llo)'le, Coaoi11ionor of Ouatono, todq oent tho followi~ tolOCl'.., 

10 .U1h>lto4 Statoo Colloctoro of Ouatonel 

•!10 ALL COLLIOTORS or CUSTOIIS 

The Stato Dopartnont hsoi~ todq advieod froaeury Dopnrtcont 

tbn.t in view of the recent c111 t1117 occupation of tho Provincoo of 

Bohccin, llorarla and SloToltia of Caochooloval<ia '1>7 Oeroen arced 
forcoo and tho 01eur;pt1on of control over thcoe areao '1>7 Oel'tl&n 
llllthor1Uoo, tho State Dopartncmt, whllo not rceocn111JlC u:r logt>l 

beoh for tho aoow:ption of oo-called protection over thio torritoq, 

1a eonotrainod by force of tho forecoit>e cirCUDotnncoo to rocard tho 

ntovo-nontionod Provincoo ao now boing un4or t he de facto A4cl.Die~ 
trntion of tho Oer:>cn Ollthoritioa , produch of aroae contioned 
oxporto4 !roc DZl¥ countr-y on or after llarch 18, 1939, ohall bo r~ 

garded ao product& of Goi"I:IIUI7 for t ho pUI'pOIOI of tho Dal'ld~ pr~ 

rlaiona of tho 'i'arlff Act of 1930 and tor detorcinil>e eppl1cal>le 

r"too ot duty. Give icportoro all pcaoiblo notice, -'PJ>l7 provioiono 

article 822(~1 Ouato:>a llll(i\llationo 1937 in detol'l:lini~ datoo of _. 

portation. 
J.AIIES H. 110~ 

Cocniooionor of Ouetoco. • 

!ho latter of the Actinc Secrot1117 of Stato, to which roteronce 1a m4o 

lo lbo ntovo tolocroc, 1a eo followol 

"korch 17, 1939. 
liT deer llr. Socrotory& 

In rlow of the r oeont nillter7 occupation of tho ProYineeo 

of Bo~ia. lloraYia <!111d Slonlda of Caochoolovoltia by OorDI>n ai'IIOd 

foreoo end tho 601111Cpt1on of control ovar thooo areal '1>7 Ooi'II&D 
author1t1oo , tho Dcpertoct, while not rooo,;nidng 6D7 lei~~ bnale 

tor tho n11ucpt1on of eo-called protection oTOr thio ter ri tor,-, 1o 

constrained by force of the torogoi~ circllllotnnceo to rocord tbo 

nbovo-contionod ProYineoo ao now boi~ undor tho do facto a&11Di~ 
trntton of tho Oert>Cl 011thor1t!oo. !he Departcent of State, thoro­

fore, porcelToo no obJection to the 'lroewrT• Ullder ouch rogulnUon 
ao It ooy ioouo, rocf'J'dlnl; 81 Oen:um tor .-.otopo p-orpoeoo, 1nel1lllinG 

tho Qjlplieatlon of ratoo of d.uUoo, goodo cooing Iron tho ProYineco 
ot llohoaia, llotoaYia and Slovakia. Tau will lntor be 114Y1ood 81 to 

tho Pronnco of Oarpat~tli<J'alno or lluthonla. 

!he ll:>norable , 
llcnry llorcontbnu, Jr., 
Sccrotery of tho Trec.aury, • 

61-rol.T )'OIIno 

11111:;:1 DLLlll 
Act1~ lecroinl')' ot St" t o, 

-oOo--
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!D'SI'TIY DIP~ 

Pre•• Serrlee 
lo. 16-80 
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fh• followi"C T ... t>I\D7 Deehion to be pllbl1tM4 1.11 tho llareh ~ iaiiU8 of 

TR3!S1lJlY D:OOI5IOIIS ""' i .. ue4 toda;r b7 tbo Oo•hoionor of Ouotomtt 

(T. 'D. 49821) 

OOM!li\VAILIIO llU'l'I:&S OJI IIIPORTS J'BOII OJRIIAJIY 

llotlco of countervt\lUDt; clut181 to be hqlOHd un4er oec-­
Uon 303, Tnriff Act of 1930, b7 reaoon of tbo !)C1111111nt or 
beoto•el o f n bount;r o r gnmt upon tho qportn.tloll of eertl'.in 
podt fro• Oe""'.llT• Oollaetoro of Cuttoca inttNCted to 
ouopond li'lllidnUon of ODtrieo c""orinc dutioblo lloporto !roe 
Oo"""":J' .,d t o collect ooti~~ntod llddHionnl dut1u 1D certoin 
C.."l8C ie 

'l'R3ASURJ D::PAR'N!JIT 
ODICI or !Ill OOIIII! SSION:&R or 00510115 

11athincton. D. C. 

TO COLLECTORS or OUSTOIIS AllD OTHERS OONCZRNID: 

Tho lluronu 1a in recoipt of intor m&t1on concorniDC the 

opor ntion of to-celled •bnrtor" trononctiont thro~ which tho 

iaportnUon into the United St ntoo of morchendho from Oorm=;r . 
h fil1l>J>Cod b;r .. .,, of "~""' pr iceo for cortt\ln producta, 

l)CU'tiollo.rl;r cott on mel copper, which onUtf iot tho :auroau thet 

ouch tronoact1ono iDToho tho po:r-ont or bootowDl of bountioo or 

crenta wlthill tho aonoiDC of section 303 of tho 'l'nrttt Act of 

1930 (U.s.c. titlo 19, ace. 1303). 

Acoordincl;ro notico to horob7 ctvon tbtlt ciUtil\blo aorclll'.ndiao 

i=POrtod diroctl;r or indiroctl;r from Oormtlll;ro which hno boon or 

•ball bo acquirod b7 or tbroucb tho dhpo tlll of othor coed• on 

o pr01111um baoil (roctordloll of tho ebl'\l"CCtor of ouch othor &<)Odo 

or of tho Mtbod or II)ODI of ouch diopolel), if ontoro4 for COD­

....,tloll or wHhdr....,. froa werchouoo tor conoiiiiPUOI> nttor tbe 
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o:zplratlon of Ull rtJ dqo n!tor tho publicAtion or thlo dechion 

In n woelcl7 iooue of TIIUStJJlT 111CISIOII8, will 'be ou'bJect t o the 

peyment of countervailing dutlee equnl to t he not ~~mwnt of 

rol'f 'bounty or cr=t 4eterminod or Gltim&ted to have 'been paid 

or bootowod upon ito e:zportatlon from OormAII)'. 

Upon the entry for conoumption or w1 tbdrawal froD wc.rcbouse 

177 

tor oon~~~:~ptlon, on or etter the oftecUTO date of thlo notice , of 

4~>Uablo DlrchAIIdioo U:ported directly or lndlrectl;r froa 0ol"l:W1)', 

thoro obs.ll 'be collected in addition to aey othar 4utleo estlcntod 

or 4otorained to 'be due , estlcr.tcd countorvailiDC dl>tloo nt the 

rnto or 25 por centum of the lnvoico value, The liquidation of 

cntrieo covering such cercbandlao obnll bo ouopon4od Md the 

fMta concerning tho CliUlller of p•,y:~ont for the goo4a oball 'bo 

roportod proClptly nnd in full to the Buronu. 

Ul'IIOV!Ih IIArcb 18, 1939 

lll:3T IIORG3!1'fi!AD, JR., 

. Secretary of the 'l'reamry. 

JAIIIS H. 110~ 
Coaoioolonor of Cuotono . 
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• to t ho abon frCI>S1lr7 file opiaiOD of tbo .t.ttomq Oeueral wHh roopoc• 

Poe!IIOO tollOW II 

IIN'cb 18, 1939. 

Tho llonoro'o1o , 

The Socrotor7 of t ho Troaoury. 

1/.:1 dear llr. Soere ttll'71 

Rotoronco 1o cado to )'CUI' ~ocorendw:o to tho President , 

lbtod llo .. on'oor 28, 1938, In which ;roll outline certain ;>racticos now 

pro'OI!.ilirc in Oertl8ll7• l'l14 to your roc~t intorml roquost r.:.r U/1 

opinion u to who thor tlloso pr nctieoo require tbo lq>e>Si Uon 'oy the 

Troaoury I>CpCrtgont of countor-.a1110C dutloo under ooctlon 303 of 

tho Torlff .t.ot of 1930 . 

You at ato in your oouoranduc thl\t tho f ollowinc pro.ct1coa 

now provo! 1 in GortlliDY: 

"(1) Tho p ro opoetlvo Acerican it1Por tor of Gorcan 
coodo 1"t~ws 1 one of a llcited mmbor o r kind• of oorcbo,.. 
dloo (cotton or copper in coot, It not all . eaooa) for 
dolloro nt the world prico. Tho kind of n erebondiao to 
'oo ..Witted Into Oerc.en7 for tho purpo ao of tho 

1
bnrtor

1 

auot bo oppr ovod by tho Go roan iq>ert control autho r! tics, 
11114 ouch oppro'Oill 1o atrletl7 lied t ed to a .. ory tow kinds 

of coed• · 

0 (2) fho oorehe.Ddlao Ia tblppod Into Gor"""7• baric& 
tborotoforo been sold to n Gon>M .,urcbaoor for troo ca.d<o 
(which, no rppous below, arc ia.:od1&tol7 blocked) at a 
w le>o ou'ootont1all7 highar tbM tho onrk oqul..,lent of t ho 
total coot to tho vendor, it ouch coot 11 calculctod at 
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tbo C11Z'rent official rate of a xclwlco. !hh oproad or 
tuorpra1o 1 (ovo..-prlea) h un1fom17 ~l/3f, in tho 
cc.ao of eo t ton, It hal be., leu un1 tom but v.ouall7 
voater in acov.at in tho eaoo of eoppar . In no17 cneo 
tho prleo t<> bo paid b)' the Gerl:llll nndoo av.ot rocaiva 
prior 1\pprovol b7 tho Gercan 1cport control ov.thoritiol , 

"(3) Tho aark1 poid by the OOman ... ndee are r,.. 
qulrod to be paid into epeciol aceov.ntt in Geman bnn~. 
whoro , a1 r.entionod abovo, tbo7 a.ro hold ao 'blocko4' or 
oontrolled funds tor tho aceov.at at tho proopoctlve 
Accrico.n iaporter oentioned aboYO, 

•(4) lhatner tho toraol l1o1to.t1ono u.,on tho u.., 
at ouch eor.trollod 1'v.nd1 b7 tboir ..,.rlcan owner :tlll7 be , 
their only practical v.oa 11 In pq1>811t tor Ger:te.ll co<>d• 
to bo obi oped to tho Uni tad Stateo, 'lho kin<lo of &Qodo 
!or •hich ouch pq1'011t DOT be cado ore r ootrictod to 
tbooo oot forth in detail in a 11 a\ pv.bllohod b)' tho 
Goro&ll oxchollc• control nv.thoritleo on JUJ.7 19, 1938, 
Excluded fro:t thia list nre, in conerlll: 

•(a) .Articles and coo:;>Odltiu in which OOrrany 
hae a virtUlll intcrnatloll&l DOnopol;v to ouch oJO­
tont that their oxport at t ho cu.rront hlch Clemen 
prieoa roquirea no aea1 ato.nco. 

"(b) OOoda of which thoro 11 " ohorto.co in 
Goral'lft1 eo that their export 1o not to.vorod b:V the 
OOronn Govornaent. 

•(c) Goode coapoaod of forolcn ~torialo to 
ouch a luge extent t hat their oxport io o bjoction­
o.blo t<> the Ge%""'-"" OOvo:rncont bOCIWOO of tho droin 
on Cleroon:v'• foreicn balanceo which would rooult 
froa tho purcbeae of tho cetorlalo v.ood in t boir 
CoDDuf act v.re • • 

179 

l'roa a ov.b1oquont cecorendv.a, datod Janv.or7 liO , 1939, it 

appoero that the following exa::;>le wi U oorvo to Hluotrato how tbo 

prooo.•t Goraen practieoa oporatol 

An .A::toricon icporter dooiroo to icport into tho United Stotoo 

frau Gortllllly cortcin Geraan eaaeral • Boforo thlo cen be dono approvnl 

of tho tranoaction av.at bo obtained !roc tho Gorr».n oxchonge control 
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01tborlUeo, without. •boae appro•al notblnc c ... be o:q>ortad !roo~. 

!bls q>oroval Ia obtalnod , end \Uidor "" 1\rrenco,.,nt "!'proved b;r tho 

ao,.,... 1"1'0rt control eutbor ltloa, ntl>out wbose opprOYol nothiJ>c e<m 

be lt:r>Ortod Into G<>roony, a Ooraeo agent nctl"« tor tha Atloricm So­

porter bu,ya Atlerican cotton at l.he world price tor $1,000 8D4 aeU.. it 

In Oorcao;r for 2,500 RolchBDP.rka (tho world price a t tho provaili"6 

rato or oxclwlco of 41' cents) , plua a pr ociUD of ~l/3f,, DOJrtoc a 

totol ealoa prlco of 3,333 Relchacnrks, tho equlvrlent of $1,333. nh 

solos arlee hru bean fixed In advance by the G<>roan !aport control 

t111thorl ties , and tho G<>man purcheser of tho cotton Ia roqu!rod to 

pa;r it Into a opoclal account In a Goroan bmk In free Gorocn no.rlcs, 

which iDDCdiatoly b ecooo blocked and frozen and thereafter, tor ell 

pract! cal purpoaoo, oro uoable onl;r b;r tho ADerlcan icportGr in tho 

purchase of c~~:~or&a which tho Goraon exchange control a11thoritlos il<rlo 

authorhod to be o:q>ortod troo Gon>a!lY• no .AoorlcNl laportor thoreupoo 

~s cor.eraa tor $1,333 (3 ,333 Rolchocarkl) aDd lcporU thea into tho 

U!dtod Stntea. Thua , for c&aeraa which coot tho .Aoorlcan lgportor 

$1,000 t ho Gor""" o:q>ortor 1a paid $1,333; with tha roalllt thot the 

Oorc.n oxportor 1a on&blod to cocpoto uatnlrl.;r with , &nd probably 

to undoracll. J.cericou cer.era ClUlu!"ecturor• • wbtlo the exportation 

to Ooroony ot Aaorican cotton Ia corroapond1"61Y roetrlotad or clll'­

tallod. 

Section 303 of t he Tariff Act of 1930 (46 Stat . 6871 u.s.c, , 

Sopp, Vll, title 19, ace. 1303) roadar 

Wfhenovor QAT country, dopon4oncy, colony, provinco, or 

othor poll ttenl aubdirlaton of covornoent , poreon, pertnol""­

lhlp, ateoclaUon., cartel, or corporation •hAll Pltf or be­

stow, dlroctl;r or 1 ndiroct17 , aD7 bouni7 or crant upon tho 

n&oufaeturo or production or oxport of any article or norc:llon-­

lllso aanutacturo4 or produced in 1uch colllltr;r, depondanc;r, 

colo07. prorlnce , or other poUticel au1>4JYiaion of pernDOCt, 
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and such crticlc or ..crchend1se is dutinblo under the pro­
rlaioM of this Act, then upon tho importt>tion of e:n:t such 
nrticlo or ""rchandiso into the United Statct , 'llhothor tho 
,,.,., shnll bo 1mportod dirt.etly tr011 tho country or pro­
duction or otherwise, end whether such artielo or mcrehan­
diso is lmpurtcd in the same eondi tion es llhcn c:.xportcd 
trm tho country o! production or hns boon cht.ngod in con­
dition by romnnutecturc or otherwise, thoro shell bo l evied 
nnd pnid, in all such cnscs , i n nddition to tho duties other ­
wise imposed by this Act , o.n additional duty O(iual to tho net 
•J:>Ount of SUch bounty or grent, however tho SMIO bo pcid or 
bcstO'IIIld. ThO Sccrott'.ry of tho Trcr.sury shnll from time to 
t1m0 ucertdn •.nd determine, or cstimr.tc , t ho ne t amount 
of e11ch such bounty or grant, end shall declaro the net amount 
so datcnoinod er cstill!.ated , The Sccr<itrry or the Trcesury 
shall Dnko ell r • gulnticns be ~Y doc= necessary f er the 
idonti!icetion of $UCh articles &nd J:l:)rclw>disc end for the 
esscsar.~CT~t rn d collection of such edditiolllll duties. • 

181 

In M O?inion , cl£tod June 2, 19)6 (38 Op. 489), the Attorney 

General hnd orcasion to consicler cortcin prru:ticcs then prcvl'.iling in 

Germany, including t hnt of currency I'Wlipulrtions by tho Gcrmen Govern-

mont throuc:h "controlled" , ••rrozcnn , or 11bloekcd" mr rk nccounts known 

os "Ask1 mnrk r.ceounts" nnd "Dt!.rtc r m:-.rk r.ccounta", r.nd hold t hem to 

constitute "tho p<;yncnt or bcstownl , directly or indirectly, of bounties 

or gnnts upon Gerr..m exports" within the I!ICc.ning of tho r.bcvc-quotcd 

section of tho T~~ri!f t.ct of 19.)0, "elllling tor the imposition by tho 

Yr<osury llopl'rtmcnt of countcrvcilin& duties• unclor thrt statute. 

Comperison of the present G<n:II'J\ prretieos end t.'tos~ consid­

trcd in tho r.bovc-mcntion~od opinion of tho Attorney GcnoJ:sl sho'o!S thnt 

they .•re idonticcl in purpose and effect . Adopting the l•.nguo.ge of 

t~'t opinion (pp . 497- 498), tho pr6sent precticos, like t he former, 

•r~o * ~ * for the benefit of Gerntn exporters end cnnblc them to ex­

port thuir goods so P.S to be in a position to compete with our demos­

tie products • • ••; under t hem, •Export tr~~nsr.etions ero completely 
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controlled by the German govel"!lllel\t which pend. ta onl,y such exports .., 

it deem.s to be in the German interest, and the devices described are 

means by which the German government enables the Corman exporter& to 

Ol(J)Ort nthout incurring l oes"; "the German authurities also compl ete­

ly control 1Jnports into Gemaey, permitting only tho•• which ar e 

deeo:.ocl for t he benefit of that country•; and, manifestly, "The llhole 

policy indicates a desire to encourage exports trotJ and discourage ill>­

ports into Gel"llltocy. 11 

The same opinion, after discussing the facta there involved, 

ccntinued in part : 

"I h>.ve no dnubt that the script and bond practices and 
also tho currency manipulations con•titute tho payment or 
bestol'lal, directly or indirectly, of bounties and grants 
upon Iooman exports calling for t hs impoai tion by the 
TrcMury Doportment o! countervailing duties . • " " 

" * " * the whole aim s t'C'I118 to be t<1 vest in the Ger­
man government absolute control over exports; tho deter­
mination o! whether the particular export is to t he best 
interes ts o! Germany, the ~etermination of how much de­
prccint.ed currency is requirt'<> by tho exporter in order to 
cnablo h1Jn to place bis goodB in t his country in coopeti­
t.ion with s1cdlar goods here, and the ncco:sary manipula­
tion to accocmlish the end deaircd . • • • The intent o! 
tho pract ices· i s to assist Garman exporters and the results 
carry out that intent. ' l!or:,ver the same be paid or !»­
stowed' i t is plain that there is a bounty or grant paid 
or besto-:red 'directly or indirectly ' by the Oanoan govern­
ment which has established the uehinery !or tho benefit 
ot the Oaman exporter and llhich assists h1Jn in the opera­
tion ot it. " 

Since t~.o Corman practices now prevailing arc identical in purpose 

And ortcct wi tl> those discussed in tho above-mentioned opinion of 

tho l.tt ornoy Otncrnl, it follO\"'s that t hoy likowisc call !or the 

IJq>osttion by tho Treasury Dopnrt ont or countervailing duties . 

182 
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Fro• other dAta andlablc, it appc.ars t.h&t in n>C81bcr 

19J6 tho Gcman Oovornmcnt """ advised, with yo•~r approval , that cer­

tain practices then proposed by the Cen:w~ authorities to govern 

the oxchllngc of proceeds of t.mcrican goods sold to Oormana for German 

goods sold to Amot'icans would not call fer counten-1\iling duties , 

An cxMination or those practices, however, showo a fundamental 

dit!crcnro botl<cen them and the practic e now under consideration, 

'lho !cnoor contcopl..tted that both the sole of tho J.ecrican £OOds 

and the purchase of tho Gen..an goods concerned wcro to be upon an 

uncont~ollcd IIW'kc t •at the current f air Gcnoan cpon-r:£rlcet J)l"iccs for 

such goods" , while the latur involve• a controlled mukct for botb 

Ao<.rican end Gcman goods and ' as to American eooda' prices arbitrarily 

fixed by tho Oormcn Oovorn~t. The practicnl oftcet of tho present 

practicco 1a t he 01\llle 1\9 that which would now tram the imposition and 

collection by the Ocrcan Government of a special duty or impost upon 

Alloricnn goods and the ,U,.cqucnt usc or the tun~" thua dorivod to 

subsidito Gcrmnn oxoorts to Accrica in order to cNlblc German exporters 

succossl'ully to coc:.;>ctc in the ,..,_,.kcta ot tllio country. In so tar as 

they im•olvo il:lporta into Oenw1y of Aacrican coocJ.s, such importa arc 

rcstrict<d to essontinl raw oatorinl• which Gct'11411Y does not produce 

in quantities sufficient to supply ita needs and which, thorcforc, li!Wit 

be imported, Instcnd or permitting t hese rcw materiels to be purchllscd 

at world prices nnd paid for in foreign exchange, as is custanary in 

intcrnationnl trndo tho German Government requires them to be pur-
' 

eh.o~od and po.id for under tho prccticcs outlined. Thus burdensome 
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111p0rt r. atrictions nrc illlpoaed upon t.aocrican eoo<~a end at the suo 

UJDO auboto.ntial subsidies arc bestowed upon Oonaan eoo<~a exported to 

thia country. 

It 1a 1!\Y opinion, therefore , t hat it 1a tho duty o.f' the 

sccrcto.ry ot tho Trensury to :lmponc countc.rvnil1na duties under sec­

tion JO) ot tho 'l'nr1.f'.f' Act of 19)0 upon such goode illlportt d into tbia 

country !1'<111 0o!'IIIMY llll aro af.f'ectod by tho prcct1ccs out1.1ned in the 

aboYo-aocntioned acmorandUIII o.f' November 281 1938, end tbl t tho proposed 

Trcoaury Dcc1a1on, copy o.f' which accocpenied the IICIIDrandua, ia appro­

pricto in .f'ol'lll to corry out tb2.t purpose. 

Rcapoct tlllly 1 

FRANK WRPt!r 
Attornoy General, 
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a£ COUiiTI!BVAILING DUTIES AGUJST 
G£i111AIIY 

.. r eb 18, 1939. 
ll•2J • •• • 

Present: 

role)' : 

8.li. J r: 

roley: 

li . li . Jr: 

Foley : 

B.loi .Jr: 

'Nhite: 

ti .II . Jr: 

Mr . Gas t on 
ltr. l' olay 
Yr . Wbi t a 
olr . Johnson 
Yr. Gibbons 
llrs l{lotz 

' 

Be hasn 1 t initialled it? 

No . 

•ell, 1 want to read tba At t orney General's opinion ••• 

Yes , sir . 

••• before I do this, please. 

•bat' s the carbon. i be origtnsl is being photo­
s ta ted . 

uant me to read it a loud? 

~h, I can r ead it . 

• 

"Reference is made to your memorhndum to tbe Presi-
dent • . • 11 - so forth and so forth. 

•:tou state in your memorandum •••••. • Where is it? 

"Froa a subsequent meaorandWI, dated January 20, 
19)9, it a ppears that the following example will 
serve to illustrate how t be present <>eraan p.ractices 
operate: 

"An American importer desires to import into the 
United States from Germany certain uerman caaeras • 

Is this f r om our memorandum? 

A good deal, most or it is r~om a • •• • 

hnd 80 rortb. nell, that ' s • •• 

• .. 

~lell now let's see . • Section )i>) of tbe Tariff 
Act of 19Jv r eads: '•benever any country, dependency, 
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colony, province, or other political ••• • - well, 
that's not ••• • 

186 

•In an opinion, dated June 2, 1936, the httorney 
General bad occasion to consider certain practices 
tnen prevailing in vermany, including that of 
currency manipulations by the Uerman ~overnment 
through 'controlled, ' 'frozen, 1 or 'blocked' mark 
accounts known as ' Aski mark accounts • and 1barter 
mark accounts, ' and held them to constitute ' tne 
payment or bestowal, directl y or indirectly, of 
bounties or grants upon German exports' wi thi.n tbe 
meaning of tbe above-Quoted section of tne Tariff 
Act of 193J, 'calling for toe imposition by tbe 
~reasur~Department of countervailing duties' under 
that statute. 

•comparison of the present German practices and 
those considered in the above-mentioned opinion of 
the Attorney General shows that they are identical 
in purpose and effect." • 

Now he 's getting down to business. 

"Adopting tbe language of' tnot opinion, the present 
practi~es , like the former, 'are for the benefit of 
German exporters and enable them t o export their 
goods so as to be in a position to compete with our 
domestic products'; under them, 'wxport transactions 
are completely controlled by the German government , 
wh1ch permits only such exports as it deems to be in 
the German interest, and the devices described are 
means by which the versan government enables tbe 
German exporters to export Aithout incurring loss'; 
'the ~erman authorities also completely control 
imports into Geroany, permitting only tnose wnich 
are deemed for the benefit of that country'; and, 
manifestly, •:..he mole policy indicates a desire 
to encourage exports from and discourase imports 
into Germany . • • 

(~ibbons comes in) 

Sit down, Steve . I'• r eBding frum the Attorney 
General ' s opinion; it just ca•e in at 10 o'clock. 

•From otber data available, it appears that in 
Uacember 1936 the German Go•ernment was advised, 
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wi th your approval, that certe1n practices 
then pr oposed by the German authorities to 
govern tile excnange oi' proceeds of llmericsn 
goods sold to Germans for verman goods sold t o 
Americans would not call f or countervailing 
duties . An examination of tllode prac t ices, how-
ever, snows a f undamental difference between tllem 
and the practices now under consideration. The 
former contemplated tllat botll the sale of tile 
American goods and the purchase of the German 
goods concerned were t o be upon en uncontrolled 
mcrke t •a t the current fair ~erman open-market 
prices for sucn goods, • wnile the l a tter involves 
a controlled market for both American and Ger~an 
goods end, as to Aaericsn goods, prices a rbitrarily 
t'ixed by the German vover0:11ent . •be practical effect 
of the present practices is the same as that Kbich 
would flow froa the imposition and collection by 
the German Government of M sphcial duty or impost 
upon hmerican goods and t ile subsequent use of the 
funds thus derived to subsidize Uerman exports to 
Ame r ica in o rder to enable uerman exporters suc­
cessfull y to compete i n tht merkets of this country.~ 

lhis is a good opinion. 

l t• s a good opinion. 

"In so f ar a s tlley involve imports into Germany of 
American goods, s uch imports ar e restrict~d to 
essential raw materiAl s watch Ger~any does not 
produce in quantities sufficient t o supply its 
needs and whicn, t herefore, au.st be illported. 
Instead of permi t ting these raw llEteri als to be 
purchased at world pr ices end paid for 1n f oreign 
exchange, as is customary in internati onal trade, 
the German Government re4ulres them to be purchased 
a nd paid for under the practices out lined . ~bus 
burdensome import restrictions are i mposed upon 
American gooas and a t the some time substantial 
subsidies .are bestowed upon German goods expor ted 
to this country. 

"It is my opinion tllerefore, tllnt it is the duty 
o i' the Secretary ~f the 'J.reasury to impose counter­
vailing duties under section 303 of the '.l.'ariff Act 
of 1930 upon such goods imported into this country 
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from Germany as are affected by the practices 
outlined in the above-mentioned memorandum of 
November 28, 19J8, •• ,ft - that •s our memorandum, 
the memoranoum of November 28, 1938. 

'!'hut's the memorandum to the Presi dent . 

" ••• and that the proposed '!rena ury Decision, 
copy of which a ccomp&nied the memorandum, is 
appr opriate in form t o carry out that purpose." 

'lnen they 1 11 say, "And why did be wa1 t so long?• 

but look at1 t he date of the Attorney General's 
opinion. 

•ney 1 11 say, "Why did the ;.ttorney General wait 
so long?" 

>es, not " 'lihy old oecretary llor gentheu wait?• 

Lock it in the safe . 

Ine only thing is tnis "to your recent infor ma l 
re<tuest ." He put th~t in there, I suppose, to 
save himself, because of all the delay. 

! didn't make any - I didn ' t osk him for anything. 
l asked the President . 

t 

l•ell, this men bas only been in tnere " shor t time. 

All that see:lls to me to ind i cate is that you called 
hi m up end said, • .. 'ha t &bout tnbt opinion?" 

~tarteo ' in November; then in January you have a 
memor andum - e recent request. 

Just quote J.l Smlth, say , "Let ' s look a t the record." 

li e can't. 

I know. 

ae called me 8 few minutes ago . I asked him if he 
had a ny objection to our releasing it. He said no. 
but you were entitled to thot protection. 

Regraded Unclassified



b • .I. Jr : 

Foley: 

Glbbons: 

Foley : 

n. .... . Jr: 

J~an~on: 

d.J . Jr: 

Jonnson: 

wnlte: 

!! . '!. Jr : 

<(lotz: 

1\lott: 

ulbbons: 

Klotz: 

• ni te: 

H. , Jr : 

•nlte: 

roley: 

Junnaon: 

roley: 

a.:.t . Jr: 

-5-

Now, bas ~r . Gibbons initialled it? 

No, he basn•t seen it. 

ilell, • • • 

189 

That exact T. D. was before tho Attorney General , 
referred t o in that opini on. Sai d it1 s in for,. 
t o curry out this purpose . 

You (Johnson) initialled it? 

"' tt yes . r i rst in1 tinl. 

1hat 1 s the uportant one , tno firs t one. 

l out ' s the one that says it1 n right. 

You mean none of the o tners ~re necessary . 

" lint the pen when I s i gn tnJ.s? 

Yes . 

Better onail 1 t to ill tlor . 

l•hn t did he say'/ 

Mail it over to Hitler. 

I 1 d mail socetning else t o ni•. 

Apparently ther e ' s been a change of opinion 
somewhere, because the bt a te uepMrtsent has sent 
ove r a draft of r e vocation of the trea ty - are 
you familiar with it? -

No. 

- ... Czechoslovakian trea ty, which would 

ilh!lre do you want t o put the date? 

''igh t after tbe word "c;pproved . II 

!.larch 18 . 

uo you need 8 time? Jonnson? 
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•!me? No, sir. 

lime not necessary . 

No, sir. 

Well , I don't 
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Ttlis would prevent goods fro:n Belgium from get ting 
in at the lo·•er duty that ·ne first t hought . I don ' t 
know whY they're doing this, but there may be some 
reason for it. ue bad decided not to do this yes­
teroay. I mean the concensus there "as tha t tbey 
were not going to do this. 

•bis will make it apply - for instance, the articles 
wnicb were in the C%ecnoslovak1an trade treaty will 
now be applicable, you say, to Belgium? 

1hat is, the higher r ates wil l be applicable, even 
though the goods come r rom Belgium; t bat• s my 
understanding . 

That ' s just what they weren't going to do? "no? 
Did we have anything to do with it? 

:le haven't been asked . I don 't see where you have 
anything to do with it except so fBr as you are 
represented on the Trade Agreements. 

•Vell, they're not going to do that today, are 
they? 

I don't see bow they could do 1t today. One of 
the younger e~en fro!ll <>tete Depart:nent brought tnis 
o ver and t alked to me about it. 

Mr . Welles just called me. be bad evidently beard 
a rumor I wasn' t going to do this countervai l i ng 
duty t bing until llonday; he wanted to kno" .men I 
"as going to do it. I said I was going to do i t 
between 12 and 1 today. He said, •That's Just what 
~ wonted . " He said, •something came up - I beard 
you weren ' t going to do it until llonuay . " 

•~o , " I s a i d, "it ' ll be done between 12 ,nd 1 . " 

Regraded Unclassified



roley: 

q •. Jr : 

. <.Jle:. : 

. -.. .... 
: J -.: .. : 

ri . • Jr : 

u . ..: . Jr : 

.... J: a 

' <>ley : 

191 
-7-

no s&ia, " ThBt ' s f ine . 

! think i t' s impor tcnt to pour it on r ifht now 
just t> S ha rd a s we can. 1 t hink if ther e e r e ru1y 
ocher th i ngs He can d o, Mr. Secre t a r y, NO should 
do them immedi a t el y . riow ~bout conside ring can­
celling th" mdl contrac t .>1 th the North Ger man 
uloyd Line? You s aid th" t came up 11 t Cabi net 
)est erciey . 

llo - oolu up the bo .. t . 

··ell, .tne) could Shi l, d elivt r tnose CJc i l bags " t 
"' vrl : if ther aou • t aEolive•· t neo , cancel then . 

unJ sh.;uld tuey ct:n~~l t he.· . 

··:~;. tiJUlo we :n~b31u1~e the G<.r~~< n ste~mcnip line? 

vn wn~ t ta~;o:-y? 

->n toe tneor y t iley acn 1 t cooper" te ; wE t s kea tile~:~ 
to s urrenuer t he r:te i l bL,;s , t hey don' t surrenoer 
tuum up - no t g i vinp cooper ! tion. 

>h..,y cht~ngea thht . 1he Provi dent t ol d t hem t o 
sena a l l t he .nal l bsgs to t he flmerlcan "-mbassy in 
• ari s , ool d tnem f our day s , go t hr ough tne m&il. 
... vialutly tney ' re no t going to d o l hto ones on t he 
-onht. t t t.!l t.na ·;:~Jsn i~ton; onl) ro i ng to t~.te ~ccumu­

hLive mail now in '""' Yor.t . It ' s wha t tney c6ll 
intern~:. tional post of fice . 

•ntern&t ionhl rost~l ~nion . 

• nu I con • t .mow en wna t grounds . But I tel l you rma t 
you migh t do : as.t llac wno is to~ fell o• who <Utndlcs 
Intern~!io~l Postal Union in the ~ost Offi c e . 

1 tv l keO to Vincent wiles, the ~elicitor; be ' s 8 

eood friend of mine . 

It would r eac t on t he Am6rican l inea ; of course, ! 
suppose tne r.mer i c&n U ne3 huul the mail from 
Ger many t o the United St o tes ; then t hey would 
im~eaiutely c~ncel t he cootr~ot . 
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And LaGuardia -be's very interested in this thing. 
I wonder if La~uardia 1 s considered cancelling tbe 
pier leases to the North German Lloyd Line. 

Well, I don't- the President isn ' t thinking of 
tbut . I mean in the first place- Harry, be wanted 
us to look up, g ive him an e9timate - the President 
of all tbe German and Czecboslovakian balances and 
securities in this country, if possible. 

~ t• s nothing we can get from statistical information, 
but we can s ee what we can find out tnrough other 
channels . 

Yes, and this thing taat you're l•oley) menti oning , 
if you don't mind - it's all - keep on tilrowing 
suggestions at me -

! ~as just tilrowing them. 

~t~t ' s all rigot; he's thinking in terms not of 
cancelling those contracts, but or - so that you 
be thinking about it - he SllYS he hliS the power 
under an old law in a national emert;ency , as it 
applies to ueroany - no.v wcit, just please let 
me fi~sh - which woula give him the authority to 
put in escrow or what you call it, all German 
securities in the United States . Now, it was the 
Vice President that brought that up; he said, "You 
can't get a dollar out if you've go t American 
money in Germany. "hY should • e let them take 
it out?• · 

lne Presiden~ said this question of ~lien property -
only as it applies to property. lou (•oley) might 
be studying that. '•bat goes :so much further -
r mean wh&t you suggested . ould be a pin prick 
compared to this - plus tying up all their steamers . 

Yes. 
Ke SLid to LeahY, who was Acting becretnry, •supposing 
you got an order to hold up the bremen as sne was 
going down by ~andy Book and she didn ' t stop. What 
'Mould you do?• 

hdmiral Leahy seys, •Sink her, sir." 

So that's ho- much you lcnOW in t erms of now be's 
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tblnking . ~o you can j ust chew toat very 
carefully and confidentiallY 1n your own room. 
But ht< 1 s thinking in t erms of t aking all German 
property. 

ihat i ncludes bank balances? 

Lve rytbing . 

" 8 ha ve your permission to find out from the 
various b~nks •••• ? 

Yes, but be very careful not to tell anybody 

1 1 11 only ask hrchie ••• 

I mean, Steve, be careful it doesn' t get out of tbe 
'l're~osury . 

•hat ' s a good suggestion for ~avuardia . 

••nd that also means t.ermnn property, inventori es, 
everything that Germans have title to . 

Hight. lie thinks there is some s ts tute under which 
he can declare an emergency Just us a ppl ies to 
vormaey . 

~tiking f aces . Punch thom in the nose if you went 
to, but don't make f aces . 

• aon't want t o s ay - but I •m glad you brought it 
up, bdcause it gives me a chance to show bow the 
President is t hinking . 

Yr . ~ecretary , I suspect it may ba better not t o 
make any inquiries . 

I 1ll tell you something . If you ask Miss McGuire, 
you 111 find the 'NO rlC' s been all done . 

'.l.be A. G. Just called me and said the Presi dent 
has asked him to investiga t e these emer gency 
powers and to l ook a t the Neutrality ><ct and tho 
Tr sding with t he bnemy ><ct and 8l l the r est of it, 
and he asked me 1f I would t alk t o you nod see what 
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ideliS you b&d and if I would work w1 tb him on 
tbe thing and help him out . 

:94 

! told him yesterday at Cabinet that - said who 
obould be talk t o? Now, another person who 
knows all about t his is Uanny Bell . I mean going 
back to wnr t imes . I meen he ' s just a fund of 
inl·orma tion . bee? 

Uh-hub . 

Iost ' s all worked out and in a portfolio with 
·regard to Japan; so just change the name from 

Japan to Germacy and it applies. 

I suspect if you r econsider t his ••• 

hs 1 say, I think you'll find it's ell been done. 

11e 're in good shape; we've got mecos . 

l:)ut this thi ng thet we're talking about is taking 
over a l l German property in the United States. 

! wonder if you think that any inquiries of this 
kina will v ery quickly get around to somebody. De 
so many bankers tbat have to know, ~nd bank balances 
r..re :oo li<,uld and securi ti.ea so •••• 

~ersonally - toe ~resident has asked me to do 
tbls every six months - I don't lay great stress 
on it . ~he stuff we' r e uoing oere- if there' s 
any thing, do it within the •reasury end w1 th the 
"ttorney Gener el, but not outside. 

11e couldn't get anytn1ng except desultory intor=­
tion, unless we went to bonks. 

llet it wi tnin the Treasury only • 

You might frighten it away . 

About t he Treasury decision: j ust simply a line 
at tbe top - start witb a line &t the top ~hicb 
says tba t •The following Treasury deci sion was 
issued today by the ~ommissioner of Cus toms"; and 
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,then af t er s e tting out t he Tre~>aury decision we 
say, •The opinion of t he Attor ney Genera l wi t h 
r espect t o the a bove Dec i sion is ns follows . • 
ihn t ' s a l l there is t o it . 

Dotween 12 a nd 1 . 

1Jon 1 t forget, di scri mi na t ory uut1es .. .. 

lmd Jotwson bet ter be arouna to nelp ensNer eey 
..,uestions . 

Comlttrvailing duties do not nit f r ee goods, dis­
criminat ory dut i es do . 

~ e • ve go t to be super-careful not to let anything 
le&k . 

Ob yes . 

I t 1 o a terrible - lookinb for these bank balances 
I think woul d be a dangerous ••.• 

I thi nk you 're r i ght. It doesn't 

1hey could go out over -night . 

les 1 i t ' s not so good . 

• • 0 • 

Not only t hat, but a l ot of this Germnn stuff 
tnat ' s nere is Ger ma n r efugee s t uff, or prospective 
refugees; al though t hey do say thot Goer ing b&s a lo t 
or for ei gn b&lances nere . 
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fho followinc Tronauey Decision to be publ1abe d In tho llnrcb 23 1s8\\e of 

tiGASURY D!:OIS!ONS • •• ioaued tad~ '!>y the Oomclnloner of Ouatoe>a: 

(T . D. 49821) 

OOUNr:!li\VA!LIW rutU:S ON !IIPOR'I'S J'ROII OIBIWIY 

llotlce of eountervnl linc duties to ba lmpoaed under aec­
Uon 303, 'l'nrl ff Act of 1930, by r eaaon or the pa,vmont or 
beatowal of n bounty ~ r grent upon the ozpor tntlon of c erto.in 
cooda f rom Oort.•.ey. Collectors of euatoca lnatl'\ICted to 
ouapend Uqulclc.tlon of entrie s covorin& du•lcblo l..,.rta froa 
Ooru.ny l:lld to collect eatlm:-.ted e4dl tlo!llll dutlu In certnln 

C."\101 . 

'!'RtASURT DU>.t.R'BISIM' 
OFFICE or Til! COIIIIISS!O!IER or CUSTOMS 

llo.ahincton. D. C. 

TO COLLECTORS 0 F CUS'IOMS ANI> OTiGRS COliCSRNED: 

Tho Buronu Ia In receipt of lntorretlon concornlnc tho 

oporntton of eo-coll od Uba.rter" trBnanct1 one t brouch whi cb the 

b!J>ortl\tlon Into tho United Stntoo of morchondllo froa Goroz>nY 

1a f1no.nco4 'by mer..na or orcmhm nrtcea for eert.nln producte , 

'Xlrtleulnrly co t ton m d cop!)&ro which aetlon .. tbo JIUN3U thd 

IUCh t.r:.:nac.ctiona lnvo l•o tho po_,nscnt or beat.o•nl of bounUca or 

Cl"Mta within tho moonlnc of oeetlon 303 or tho Tnrl!f Act of 

1930 (u.s.c. uuo 19, ace. 1303). 

Aceordlncl y , notl co Ia horoby clvon tbnt 4utl~blo .,oreho.ndiso 

hoportod directly or indi r octll' from Goi'I>M:I'o which hn• boon or 

shell bo ocqul rod by or t hro•.>eh tho 41tpooN. of other cood• on 

a })rCIDI\111 baoll (rogtt4lesa of tho ehllroctor or ouch otbor good• 

or of the .. tt-.od or "'""'"of ouch diopoaal) , If ontorod for ooo­

OQptlon or withdraJm troD warchouu for conou..-pUon 'lftcr tho 
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expir ation of tbi rt)' d&T• ~.tter tho publication ot tbio dociaion 

in n woekl:r ilouo of TREASURY I!EqiSIONS, will bo oubjoet to tbe 

peyeont ot eountorvtlilinc 4utleo oqunl to tho not ftllount of 

an'f bount)' or rrant 4oteradnod OJ>. eotl1lllltod to have boon paid 

or bootowod upon 1 to exportation from Clel'tiMT• 

Upon the ontrr tor cono=ption or w1 tbdrawal troa wnrchowoe 

for coolll:IPtion, on or after tho offectlYO date of thio notice , ot 

dutia ble •rebandioo imported dlreetll' or lndlroctll' from Gen>llll7• 

thoro oboll bo eollocted in addition to enr otbar dutloo ootl=ntod 

or dotormlnod to be due, eotlDP.tod counter-.alllftC duties nt the 

rnto of 2& por centum of the invoico vnluo. Tho liquidation of 

ontriot eovorinc ouch cerchtlndise olulll bo ouopon.dod and tho 

tneto coneornlnc tho aumer ot l>l'¥'00nt tor the soodo ohe.ll be 

roportod promptly o.nd in full to tba :Bureau. 

APPIIOVJih llareh 18, 1939 

I!ENliY IIORG::JITHAD, JR., 

Secretary ot the Treatur.Y• 

J.ui!S H. IIOYLll 
Coc:oholonor of C>atooo. 
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fb<1 opiiUOI> of tbe Attomey Oe..oral w1 th roopoet to the aboYe !reU!.U'J' 

!)oe!IIOO follOWII 

llorch 18, 1939, 

~bO llonorllb1o, 

The Soerotnr;y of the Trocwr;y. 

14' dellr llr. Soeretl\l'y: 

198 

Rofercnce Is cade to 70ur Mcorand\110 to th~ Pro$idont , 

uted lloYOnbcr 28, 1938, In which ;you outline certain praet1cos now 

pro~l\1l1r4 In Oeraan;v, rtld to your .. c01>t lnforcr>l rcqucot f~r ey 

op!llion aa to whether thooe p r nct1ceo ro~uJ re Um !apool tion b;y the 

Trouur)' Depnr tnont of countorn1l1DC dut1oa W>4or acction 303 of 

the T~>rlff Act of 1930. 

You ato.tc In ;;our necoranduc tht\t tho following pr nctlcea 

now provt\11 In Gortw>;r: 

•(l) Tho p roepect1vo Acer1ean \cportor of Gornan 
coodo 1bu;r• 1 one of a Ucited nucbor of kind• of oer chl>n­
dloo (co tton or copper in noat, It not o•ll • cases) for 
dollar• at the wor ld or!co . Tho kind of o erchcnd1se to 
bo odr,llttod Into Gerne.DY for thO purpooo of the 

1
bnrtor

1 

auot be approved b;y the GcrcM !aport control author! t!ea, 
1\Dd ouch cpprcvttl Is atr1ctl7 l1a1 Ud t o a Y Ot7 few kind• 

of cooda . 
• (2) Tho ocrchandlae 1a tipped Into Gor<*IY• heYIIlC 

thorotoforo 'been sold to n Oor.>M , urchaoor !or troo cam• 
(which, na eppoara below, are !o:..edlotol;y blocked) at a 
w1ce oubatcnt!ally bigber thnn tho cnrk oq.Uvalont of thO 
tot al coat to the nndor, If aucb coot 11 e~leull!tod at 
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tM current of!icial r ate of o:rchMce. Tb!a oproad or 
' uborproie1 (o'rOz-.prico) is unHomly ~1~~~~ in tM 
cnao of cotton. It baa been l ou unitorc but uaually 
1roater 1n aoount in tho caso of copper . In evor,y cnae 
th<l price to be ]>Oid by tho Cl<lroe.n vendee auat receive 
prior approval by tho Cl<lraan iO)>ort control nuthoritioa . 1 

"(3) Tba carka pili d by the Cl<ln.1an vendee ar e r .. 
qulrod to be paid Into spocial accounta In Oercao bnnks , 
where , 1\1 centioncd nbovo , they o.ro hold aa ' bloekod ' or 
controlled funda for tho account of the pro apect lvo 
ADOrienn laporter ncntioncd above . 

•(4) 'l'bntevor the for::>al lic.Hatlona upon tho uao 
of ouch cont rolled funds by tholr ~rlco.n owner !lQI' be , 
their only practi cAl use 1e In p(I)'Cetlt for Gor:>an &<>oda 
to be ablp<.ed to the United States. Tho kind a of good a 
for wh.leh ouch JY\V<:ent cr;;v be code 11r0 r oot r lcted to 
thoae aet f~rth in detai l in a Hot publlahocl by tho 
Ooroan oxel.m;;c control author! tioa on July 19, 1938. 
Sxcludad froo tbla list ere , in ,onerr.l : 

•(a) .lrticloa and co~.:locl1 tioa In which Oorr.e.ny 
haa o. virtual ir.tcrnlltio:wl oonopol)' to auch ox­
tent thnt their oxport nt t ho current high Oon1an 
pricaa r oqui rea no asaiatonco. 

•(b) Goods of whi ch thoro ia a lhortngo in 
Oorceny so that their o:rport il not fnvorod by the 
Oorann Oovcrnccnt. 

•(c) Cooda coepoodd of forelcn M tor ll\la to 
OU<>h a lo.r1o extent that tholr oX'IIOr,t II objectior>­
llble io the Oe,.,......, Oovernnont bectlllOe of the drain 
on Oer"""T'• fo,...ip baianco• which would roault 
froa tho purehaso of tho caterlala uaod in tboi r 
r:.onutact.ur-a . • 

7roc n aub•equont ceoorand·U!:I, cSato4 JuUAry 3l, 1939 . it 

"1>•-• that t ilt> followill{t e:r=plo will aerve to illuatr l\te how tho 

proeant Go~n pro.cticoe operata: 

159 

An .lDorlcon it1portcr deoirea to il:rport Into tho United Sto.tco 

frou Gort:any certci n Go roan """"raa. Boforo thl• enn be dono approvol 

of the tranaaction aust be obt ained froc tho Oor aan e:rchm>e• control 
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r.uU>orl Uea . without whooo tlpproVIIl nothing cnn be ollj)orted froo <l<lrcen7• 

fhl• q~proval ia obt&lned, and under "" 1\rre.ngocont llpprovod by the 

0oraan 1::1>ort cont rol ,...thor!Uoo, without <lbooo approval nothln;:: enn 

bo !C'lOrted Into GertiNITo a Ooroan acont &eting for tbo .Aoor!cm b­

portor bu)'o Acerlcon cotton a t the world price tor $1,000 and aeU. it 

In 0ol'081\1 for 2 , 500 Roiohoouko ( the world pr!eo nt tho provalling 

rota of excbll!l&C of oiO conto) , plua t1 pr eo!un of 3'3-l/3f,, celcln;:: e 

total oalco price of 3, 333 Rolcho!:ltll'ka, tho oqu!vrlont of $1 , 333. Thil 

oolco orico lu:o been fi xed In advor.ee by the Oorann 1011ort control 

r.uthor! tloa, ud the OoMI\Jl purebaaer of the cotton 1o required to 

POT it i nto " t~poclnl account In 11 Ooman bnnk In t roo O<>roan TJArl<o, 

•hlcb itiOCdiat oly b ocor:oo blocked end fro•en and thor..,!ter, for all 

pro.ctlcol purpeaoa, are uoable only by tho .Ailor!cM !r.:porter In tho 

purchase of ce:.leraa which tho Oarmn oxehcn&o ee~trol authorities baVO 

authorhed to bo oJ:ported tror:> Gernany. Tho Al:lor loM !::IJ)Ortor thereupon 

'bQp e~~r.er&a tor $)., 333 (3, 333 Rolebs=rko) and lr:>porto that> into tho 

llni ted States. Tbuo, tor car:>erl<l wbi eb coot the .li>Orl c1111 lr:>portor 

$1 ,000 tho Oorr:;on oJ:portor 11 p•.id $). , 333: with the r oouH t be.t the 

Goruan Ollj)orter 1a oMblod to cocpeto unfairlY wi th, nnd probably 

to undorooll, Al;lerletlft car.era Dtlllufocturora , whilo tho oxportaticn 

to GorDt'lly of .l.ooriean cot ton to co rreapondlngll! rootrlctod or cur-

tailed. 

Section 303 of the \'arltf .t.ct of 1930 (46 Stat. 687; u.s.c., 

Sopp. Til , titlo 19, ooc. 1303) rendol 

tl'f'henovor o.ny- country , dependency, colony, province, or 
othor politicnl aubd1Y1aion of governcent, pereon , portncr­
ahlp , asaoc1at1on, cartel, or corporation 1hl\ll PBY or be­
otow, directly o r 1 n41 r ootly, &1\1 bountY or cront upon ti>G 
canu!acturo or pro4114t!On or oxpor t of 8111 a r ticle or oor cbon-­
dloe mnu!actured or produced In ouch oountry, 4opc>doney, 
eolo117, provlnc• • or other poUtleal oubdhUiol> ot ,..,V....,.,..,~, 
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Md auch nrt icl o or m:;rch•.ndise is dutinblo undr r the pro­
viSions or thl.s Act, then upon tl>c importlltion ot cny such 
o.rticlo or ...,rehe.ndiso into tho United StGte~ , whether the 
erma ah•ll be imported dir<.ctly from tho country or pro­
duction or otherwise , end whether ouch nrticlo or mcrchen­
diso is imported in tho slli!Y.) condition co "han exported 
rroo tho country of production or hco boon ehcngod in con­
dition by rcllU\l\u!t.cturc or otherwise , thoro shell be lc..n.od 
and pt.id, in ell such cases, in c.ddition to tho dutiu othcr­
wisu illlposod by this Act, an odditioMl duty equal tn the net 
rnount or ""el> bounty or grant, however the atJOC bo pdd or 
best.owcd.. ntc. Sccn.t.-..ry of t he Trc<E.ITY aholl frolll tilllp to 
tiJt'> csccrtoin r.nd dct-~rcinc, or c.stiArt-', tho nc t mount 
ot cnch such beunt-7 or grant, end shall dtclr.rc the net a:!:ount 
so detcnoinod or <:stil!>atod . Tho Sccrctrey ot tho Trcr.auey 
shill ,.,..l<o ill r gulcticns 119 ,..,Y dO<= nccosocry for the 
idontificrtion of such articlu and ""'rclulndiao tnd tor the 
r~s, asmcnt end eoll~etion ot auch cdditi~ncl duties . • 

ZOl 

In en o?inion, nrtc.'CI Juno 2, 19.)6 ()8 Op . 4$9) , the Attorney 

Ocnornl h.•d <>'cos ion to eonsi<\or cortr.in prMticcs then prcvnUing in 

C~mllll"/, including t hct or currency l'lMipulrtiono by the GcnMll Govern-

~:~Cnt throuch 11controllt:d 11 , "frozen", or 11blo<:k<d11 m.rrlc nccounts known 

u "Aski J;Ark accounts" rnd UJ!~cr m.."r1< recounts" , r.nd held thc:o to 

conatituto"t.ho ;><7f1Cnt or bcstmml, dirCctly or indirectly, of beunti<a 

or srr.nta upon Gem= exports• within the MC:IltlinC o! ~ho cl>ovc-quotod 

atction of the Tnri!r Let of 19.)0, •erl.lint Cor the il:!position by tho 

l'"r<:ru~ury lloprrtmcnt of eount.orv~il1nll dutioe• under thr~ st..tute. 

Comprrison of the present Go1llr.n prr.cticcs Md thoso consid­

<•'"ld in tho r.bovc-montion<e! opinion or tl¥1 Attorney Gcnc:cal s ham! that 

lhoy •re identic<~ in pt>rpo"c nnd ortoct. Adoptinc the lan!!'l~go o: 

lhnt opinion (pp. 497-498) , the pr.sont precticos , like the former, 

•cro • .- • tol' tho: benefit of Gcrwn rxportors r.ncl cnnblc them to ex­

port th<lir goods so p.s to bo in a poeuion to cootpt'tc rlth our domes­

tie products * • ••; under t.hc:l, •t:xport trr.nsrctims ere cocple-tcly 
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controlled by the German government whicl> peroi ta only such exports as 

1~ deems to be in the German interest, nnd tM devices described are 

.. ana by whicl'l the German government ennblee the German exporters to 

export without incurring leas"; "tho Oeman authorities also complet e-

11 control imports into Geman;y, permittinf, only thooe which are 

deeJr.<l<l tor tl-.e benefit of t hat country"; and , lll&llifestly, •The whole 

pollc)" indicates a desire to encour"le exports trom and diocour"€e ~ 

porto into Oennt.111 . • 

The same opinion, after discussina the !acta there involved, 

continued in port : 

"1 ht.ve no ooubt that the scri!>t and bond "ractiees and 
also tho currency m~~ipulations contt~tuto the payment or 
bestowal , directly or indir ectly, of bounties and grants 
upon norman ex-9Qrt8 call ing for the 1J11position by the 
Treasury llel>"rtnent or counterveUing clutica . < " " 

" * * * the whole a1:l seems to be to vest in the Ocr­
ClAIR rovornmont absolute control over exports; the deter..: 
minat1on or wh3ther the particular export ie to the best 
interests of Ccrm&I1Y, the ~etent.inr.tion of how much de­
pr<>ciated curr<>ncy i s required by the exportu in order to 
enable lW1 to puce his goods in tlia country in CCOIJ"'ti­
tion with sil:l1lar &Oe<'s here, and tho ncceesary r.wdpula.­
tion to aceocplls!l the end desired . • • • The intent o! 
tho practices ie to assist Ccrmnn exporters and the results 
carry out that intent, •J.:at:cver the :IDIO bo paid or be­
stowed 1 it is plain that there is a bounty or grant paid 
or bestowed •directly or indirectly' by th~ Corman govorn­
CJCnt w!:ich has csteblishod tho machinery for t he> benefit 
ot the German exporter and whicl'l aosicts hi~ in the opera-
tion or it. " 

Since tho Gorman practices now prevnilinc arc irlontical in purpose 

and otroet w1 th thos<: discussed in the above-mentioned opinion of 

tlll Attorney Gtnorol, it foll=a that they Ul:owiso call for the 

iq>osition by tho Treasury Depart.:ont of countcrvaUing duties . 

202 
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Frol!l other dJ:.ta ayaiJ.ablc, it appears that in Doecmbcr 

19)6 U:o Gorman Govormcnt .-.as advised, with your approval, that ocr­

tun practices then pt'Opotcd by the GomM authorities to rovem 

th. exchange or proceeds o! J;morican goods sold to O<nllllM for Oc"""" 

Goods sold to •...aricll.l\s nould not call for count~ldling dutits , 

An ex$lr.inntion of those practices, llowavcr, ahOWll a f'un<lamantal 

cll.!!crcnoo bct..ccn them and the practie s now under consideration. 

The ! onoor contco))lated that both t!Y.> salo of the J..mcrican eoods 

and tht purchase of tho Gcri'.an goods conec""d wor<. to be upon an 

uncontrolled ma.rl<c t •at tl-.c current fair Ocnun o;>en-n:ri<et prices for 

suer goods•, whUc the lt.tt< r ~lvos 11 controlled ~rk< t tor bot h 

American and Ocroan goods and , C$ to AJO<:rican roods, pric.- arbitrarily 

fi;:cd by the Gorman Oovorn,.,t . Tho practical c:r.rcct of tho present 

practices is the sr.ol ns thr.t which would flow from tho imposi t ion and 

eoll<:ction by the Gcl'!:'.an Government of " sp<'C1al duty or impost upon 

A:oor1cnn roods aM the subsequent usc of th~ funds thus dcri'l'Cd to 

subsidho Ocrmnn c.'<J)O"!"t.& to """rica in orde r to cncble Gcm&n exporters 

successfully to eocpeto in the =r.rkc ta or thi:s comtry. In so far a.s 

they im-ol• o icporta into (ien:l.any of l#ricu> aoodS, such aport& aro 

restricted to oosontir~ raw catorlals which Ocnuzu' dOCS not produce 

1n quant1.t.1cs sufficient to supply its nc,ds nnd which, therefore, l!lllSt. 

bo imported . Instcrul. of pcnl'.itting these rr.w J:lllt.crinla to be purchased 

at world prices on<! paid for 1n toroign oxchangc, .a io eustQ!IIMY in 

inkrnAtional tr•.d~, the Gcnnan Oovci'IUI>)nt rcquiron them to be pur­

chased end paid tor under tho prttcticca outlined. Thus burdensome 
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illp0r1. r <.strictio!la aro 1&poaod upon l.morican aood• o.nd at tbo Ulllll 

tiJIO su'bstMtial subsidies an: bcst<m>d lJPC!' Oot'llan aoode exported to 

this country. 

It is 1J1If opi.nion , thorcforc, tlu!t it is tho dut.T or tho 

Secretary of tho Tronaury to 111\por.o countcrval.ling dutica undor sec-

Uon JOJ of tho Tariff Act or l9JO upon such goode 11Pportcd into this 

country fl'<ll!l Ocno.-:ey aa Aro affected by tho prncticoa outllncd in tho 

al>crro-aentioncd I!OCitOl'e.nd\111 or 1/ovC'lllb<'r 28, 19.38, e.nd thr t tbc pl'Opoacd 

Treasury Decision, copy or which <cccOIJI!l'lldcd tbc ......,ranc~un, is oppro-

printc i .n fonu to cnrry out thPt purpose. 

Respectfully, 

F1WIK l'IJRP!rt 
Attorney Ooncrlll. 

• 
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llarch 18, 111:111 

The Attorney Gener al ' a eeoretar:r, ll1u &.gardne r , 
oa~e over and gave the Secretary the Attorney General' • 
opinion bearing the date ot llarob 14th. 

Since the Secretary wanted to releaee it with 
hie statement to the preaa announcing the iiiJ)oei t1on 
or oounterva111ng duties, The Secretary wanted the date 
on the Attorne:r General1 e opinion changed to today ' a date, 
otberw1ae 1t would loolt aa though we held it t or tour days 
and did not take any action. He wanted to ehow we were 
wa1Ung upon the Attorney General and as eoon ae he got 
hie opinion that it wae all fixed. 

ll1u BWIIgardner came i nto lira. lloh' ott1oe and 
obanged t he date on the opinion to agree with t he '1'reaaul'7 ' • 
pre88 releaee, viz: llarob 19, 19:19. 
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~-.Ql 

It you appr«e, I should l1lce to ban publiabed, 1n ac-

cor<lance with U. S. o., t1Ue 5, eeo . 305, rv opinion to rou or 

llarch 11., l939, transmitted herewith, conoernin& the question 

whether certain praot1oea now prew.1lin& in 0.~ require the 

Utpo/11 Uon by the Treuuey Departlllent or oOIDltervailins duties 

under aoct1011 303 or the Tariff Act or l930· 

Please let a mow whether you ban tz>.7 object1Cll1 to ita 

pobl1cet1Cll1 . 
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W Atinpm.J.Qt 

The Seore~ ot ~he Treuurr. 

11:1 deer llr. Seore~U7= 

RefereDoe ia ade to -,ou:r ...,ZOG4,. ~o the Ptoea14 .. t, 

207 

elated llonal>er 28, 1938, in 11h1ch :rou outlino oerta1n praotlcee now 

pronillnc 1n 0..-, an4 to :rour recuont intonoal request for rq 

opinion aa to whether tboeo praotioee require the lJiqx>litlon by the 

Troaaury Department ot counterrailillC duties under eeotion 303 of tbe 

Tariff t-ot of 1930. 

You et<>te in your lllel:IOl'8lld\D that tbo foll011'11>8 praoticea 

ooe pr eYail 1n 0.~: 

"(l) '!'be proepeoti ... .&Mr108A Uq>orter ot C...,. 
soocsa ' b\l)'a' ODe of a llll1te4 ,..,.., ot lc1JI4AI ot .. ro--
41M (oott.-. or copper in _t, 1t not all, oaeee) for 
4ollare at the world price. 'l'he ldll4 ot .. rohen41M to 
be 14111tte4 1nto 0..--ny tor ~ba purpoee ot tbe t bar\er

1 

nuat be approre4 b)' tba o.,...... I.Jiporl> .... ~rcl autboriti ee, 
8114 cruch ap~ te at rtotl7 Ull1~a4 to a Yel"'f fflrl lc1JI4AI 
ct goo4a. 

•(2) The .. rob&D41 .. i a 11bipped 1n~o a.-, b&Y1DS 
tboretotora "- ao14 to a O.l"lll&ll puroboMr for tree ll&l"lte 
(which, ae appeuoe bel -, are I.Jalle4il\~el7 bloolce4) at a 
Price eubetanU.al.l;y blgh8r t han ~ba ll&l"lc: oqu1Yal&nt of tbo 
tot al coa~ to tlul y81140r, i f ouch coat ia oaloulate4 a~ 

• 
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the ourNDt otrioial ro'- ot uo~. Thia ·~or 

•uJMrpreia' (mar-prioe) ia ..UOZIIJ.7 'J'J-1/1/> 1a tu 

GUO of oottCD • z.t llu bee aaa UllifODl bill IJhallJ' 

poeater 1a ......,, 1a tbe - ot oopper. In an17 ouo 

tbo price to be paid b7 tM 0...... T-.. - rooeiTo 

prior apprOY&l b7 tbe a.- t.port ocmtrol alllboritioa, 

•(31 Tba •ra paid b7 tu a.- Tm4 ..... ..­

qllim to be paid iato ape.oial aooOIIIlh 1a O.m.n bODlte, 

wbere, u Ml>tiCDed abmo, t.be7 are bald u ' l>lool<e4' or 

cootrollod tunda for tbe aoooamt of tbo proepoot1To 

Aooerloan ilq)orter Ullticmod abcn'o. 

• (41 Whatonr tbo t~ limitaUcza \11)011 tbe uoo 

of wob ccmtrolled tunda b7 tbelr .AMrlcan """"r 11a7 be, 

their ool7 practical uao ia 1a popent far Co>waD coo4e 
to bo obippe.d to tho 11DJ.ted Statoa, 'l'ha Jr:iado of coo4e 

for Wbich ....,h -t -:r be •4• a.. raatrioted to 

thoao oat forth 1a dotail 1a a liat publl&Md b7 tile 

a.r.on ozob•nso control authoritioo ao 1uly 19, 1939. 

lb:olu4e4 r..... tbia liat .... 1a sODer&l: 

• (a) Articloa and cOIIIIOOditi .. 1a Wbich Oen1111Y 

baa a Tirtual iatomaticmal IICIIlOpoly to INob c­

•ent that their export at tb.o current l>ish Go,_ 

pric .. requlroa DO uaiatanco. 

• (b) Ooo4a ot 11hioh thoro 1a o. ehort&&e 1n 

Gemo:A7 80 tbet tuir oxport 18 DOt foTOHd b)" tile 

Ool'lllllll GonlUIOJ1t. 

• (o) Ooo4a -od ot foroip •terlala to 

auoh a larp oztent that their export 1o objootica­

ablo to tho O.ran GcrTaniMDt booa..ae of tbe 4ra1D 

00. 0.-• a forelp be)ADooa Wbicll woul4 roault 

trca tho purollUo ot tbe •toriala uao4 1n their 

MIL~.· 

Jr.. a aui>Hq-t -andlla, dated 1anuary 20, 1939, it 

appears that tho tollcnriAa ~· will aono to llluatroto - tile 

proaoot Go,_, pracUooa ope.ftto: 

All AMri- t.port ... ot.eiroa to ~ intO the Qnlted Stataa 

1'l'CIIl Go- oortaiD a.- -roe. Betoro thia oan bo 4Cilo apprCJY&l 

or t b.o trouaotlcm - t 1>o obtaiDed trca tho a..- ...,. oaotrol av-

• 
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8114 luoh anlw or ~ u -lallle _.. •he -
rtllOIII of •Ill• .&n, ... \1(ICa •he ~uca ot ~ .­
aruo1e or •:Mba41• law the liUW a..._,........,.._ 
- aball be la))CIIl"H4 clirMUT t'l'<ll tba -·17' ot­
dlloUOII or otbarwl•, a4 ...,....r II1IOb anlw or - - ­
d11o 11 lapoMecl 1a tba - -ell UCII U 'Ill& IIZJOZ'\ecl 
trca the OOUil\17' of procl110Uca or bu bee ohenp4 111 oca­
dlUOII '07 ..-llt&nlll'W Oil' o\~M, 'bare aball be lertecl 
ud paid, 111 all euah -·· 1a ~u ... • o the 4uU .. other­
WiN lapolecl by tbi.l .tot, an ~UCII&l d'"7 ~-.1 to tba net 
..,..,, ot euah bounty or grent, hohTer the -be paid or 
beetowecl. '1'ba Secret&J7 or tba 'l'reu11r7 aball t'l'<ll tiM to 
tiM u.,.rlaill a4 clatemine, or eetillllte, the net -• 
ot eub euob 'bowlt,. or grent, an4 aball uolare \he net -t 
eo 4ete1'111necl ar eetilllltecl. '1'ba Seoretary of \he !'reu1a7 
lball alot all regulaUODa be ~ 4ata neo......,- tor the 
14•Ut1oet1CII ot Buah an1olM ,.... ....-ue ,.... tar tho 
U M-t a4 oolleoUOD of Buah eclcllUCII&l 411Ue1. 0 

Ill an oplnlOD, cletecl 1-....2, 1936 (38 Op. 489). tba AttarDeT o..r.l 
• 

bacl oooa11011 to oCIIelder cerla1A praoUoee then pren.lllll& ln Ge-, ln-

acoo\11h 0 end "ll&rter .ark acoount1", a4 bald •- to oc:lletltu\e " the 

PQMX~t or 'beltoal, cllreotlT Oil' lndlreotlT, of bo,..Uel or grente llpCII 

Gtomon IIZJOZ'\1" -nns.a tba -'"8 ot tlae .--...ne4 M0\10D .ot tho 

'rarltt Act of 1930, • aai!IJl8 for tba iJq>oelUOD by the tr.e.lur7 Depart-

_, ot oOUDtel'ftll1ns clo\lel" llll4ar tlaet atatute. 

~- ot tlae _., o..-.. pro>oUoee end tbo8• CCIII14-

ore4 ln the all.,...e-uoaecl opln1<11 ot tba Anoruy Oeural ·- tlat 

t 'bo:r are 14entlcal 111 pur.-e an4 etten. A40PtliiC the J.an81laP ot 

tbat oplni<ll (pp. 497-4981 , the pree•t praotloel , like the to:mer, 

•are • • • fOil' tba b....tit ot oc- a:porten 8114 ... 'b1e t- to u­

pon their &oocll eo u to be 1n a -1\lCII to ~· wUb .,.. -

U o Pl'04uot1 • • • •; UDder •-· "bpan trauaot10ill are ca.pletalT 
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~h0rit1ea, without - appronl notb.l.ll8 can be .xporte4 rr.a Ge~. 

!111• apprmal ia obtaine4, an4 Ull4er an arr&~~&-t approore4 by t!M o.r­

""" I.DipOrt control authoriUeo, Without - aJ>pl'On.l. notb.l.ll8 can be 

JA;Orte4 into Ge-, a Oe.-n "C"'t acting tor t!M .._rioan l.aporter 

bllJS Acer1ean coUC111 at t!M worl4 price tor $1, 000 an4 eella it in Oer­

OtJJJ:f ror 2,500 Reicb.emarka (the worl4 price at the preve111ng rate ot ex­

challl:• ot 40 eente), p1ua a preal.Ulll ot 33-1/l', IIIJlc1na a total sales price 

or 3,33.3 Reich.e:llarka , the equ1T01ent ot $1, :3:3:3. This sales price hao been 

fixed in a4vance by t!M German iml'Drt c011trol authorities , ond t he Gel'IOIUl 

porcllaser ot tb.e cotton 1a re<tuil'ecl t o PIJ' 1t into a SJIIC1e.l accoUDt in a 

Gerr:IOII bo.nk in tree German lll&l'ka, which iJimediately bec<De b1ocke4 and 

tro,... and tb.oreattar, tor ill praotioe.l purpoeoo, are uoable ~ by the 

J.ar1can l.llporter in the puro- ot c ... ra.o miab. t!M Ge!'MD exchange 

ecmtrol authorities have authorize4 to be exporte4 from Germany. The AIDer-

them ioto the Ullite4 Statee. Thus, tor cam.oru which coat tho .laer1ean a­

porter t l ,OOO t!M o.r..:n e:r;porler i a paid $1 , .333; with the result that the 

ee,.,. exporter 11 a~~ahle4 to ._te un.tairly with , and probably to ..,der­

sell, American olllllera JDanutaoturers, while tho exportation to Genw>Y ot 

.boeriean cottCil ia oorr.apan41.ngly raatrictecl or ourtoile4. 

Sectim :30:3 ot tba Taritt .A.ot ot 19:30 (46 Stat. 687; U. S. 0. • 

SUw. VII, title 19, .... 1:3031 readlt 

"'heneTer ezrr co1111try, deJIOildeaoy, colQI1l', prortnoo , or 

otb.ar politioel. sub41Tilloc ot gC>Tanmeat , paraoc, ~or­

ship , uaooiatioo, oarhl, or oorporaUon allall PIJ' or ba­

otow, directly or indirectly, urr boltllty or grant upOD tba 
llllnutactura or prodWitiOil or eli;POrt ot aJ17 article or urchan-

41ee -ut'ltoturad or prod1MIM in aWII> ...,..try • 4opead&Ol' • 
OolQI1l', prortnce, or othar po11tiee.l aub41Y10iCD ot a.,..._t, 

Regraded Unclassified



- s -

0111trolle4 bf tbe a.- .......-t wllioh ~te Clll7 e'CIOil upone u 

1t doom& to be 111 tbe ClemD 111'el'llt , - t be Gertoee 48ooribe4 are 

mecM by wbiob tbe O.!aOll goTel'DII8Zit ....,blee ~o 0..-n uponer. to 

export without 111oii1'1"1Dg loes• ; "the Oerun autboriUea a1ao oom­

pl etoly oontrol taparts 111to O.Na117, Jl81'111tt1Dg CIIJ.T tboae wlll.oh..,.. 

4.-4 tor t be benetit ot that CO\ZtrT' ; -· 1111111teotly, "'1'be llbola 

poUc1 indioatoe a desire to enoou;raae export• trGa all4 diocourage u.­

port• into Oo.-nJ. • 

'l'ho 18M op11l1C11>, attar diaouaeiDg ~e taota there inTolTe4, 

•1 beYS no doubt that tho soript and bOIId preoUoeo and 
aloo tbe oll1'1"ency manipule.Ucme conat1 tute the PQ~~ent or 
bestowal , di rectly or 11ld1reotly, ot bo\Ztioe end grants 
upon Ooman exports oalliDg tor tho 1JIIp0ait1on bl tho 
Tret>llll"1 Dopartmant ot countern1.11Dg dutiee . • • 

• • • • tho wtlol.o a1m 80 ... to be to ., .. , 111 the Cor-
111011 SOToiiDII*lt absolute control oTar e.xporte; tho dater­
llinatiCD ot wbetber tha particular export ie to the beat 
inhreoto ot <JerMnT, tha doteminaUCD ot boor 11woh do­
preoiate4 oqrreq i a required by tbe CJ~Drter in ardor to 
cahla h1a to plaee hie goo4a 111 thia cOIDtr)' 111 c~i­
t1Cil with aiaUar gooda bere, and the neoele&r)' ...Upala­
t i Cil to acccapllah tbe eD4 desired. • • • 'fha 1Dtftt or 
tbe prootioea ia to usiat o.,.,. e.xportar• an4 tbe rt~eul.to 
carry oil\ that 111tct . •-., .. tbe - ho paid or be­
etowe4' it ia p1a111 that thllre ia a host)' or srant paid 
or beet.,.... ' 41reoU ;r or 1D41rlot ly' by the 0.,_,. &OTorn­
llODt which baa aetabU ahe4 the -ohiury tor tho benoti t 
ot tho Ger.n exporter and wlll.oh uaiate hiJI 111 tbe opera­
tion or it •• 

Since tho o.man praotioea " "" preT&iliDg are identical 1D 

j)Ul-poeo and etteot w1 tb thoae d1aouaee4 1D tho abo.,.-t1cc.e4 op1Di011 

or tho At t orney Oenaral, it toll.,.. that tho1 liUwill call for tho 

lapoo1t1011 b)' tbe '!'reuur)' Depe...-t ot oOUilterftillllS duties. 

211 
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JTCD o'b.r 4a'e a~le, 1t qpee.ra tbat in Deo-er 

~,2 tt:_ 

1936 the O.nllell OOYel'llllellt wu adrtaed, with rour apPr<Jft]. , 'ha' cer­

tain prsot1oea then proposed by tb. 0.:t'IIIAI1 authorities to gonrn 

tho oxoh&n6e ot prooee4a ot Alllerioan goo4a eold to O.l'llllllUI tor a.,.,. 

~ aold to Juoer1oana would not oall tor c01111tena1lJ.114 c1ut1•. 

loll IIUili.J16t1Qil ot thoaa practices, boweTer, ehowe a tunclalumtu 

difference betw.en t- 8l1c1 the pracUcee now \:14or cono1d0l'ati oc. 

Th4o t on::er coct~ted that hoth the sale ot tha k.ericu goo4a 

&lid tbo purchaeo ot the O.n.n goo4a concerned were to be IIPOC 8D 

\lllOOOtrolled .,...l<et • at the currc1t tair Oel'Mn open•.,...l<et prices tor 

auoh goods", while the latter involTea a controlled au-ket t or both 

Amer101111 and German goode 811d, ao to Alleriotn goodo, prices arbitrerily 

tixod by the German 00YerlllDal1t. The precUoal otteot ot the preaent 

precticu 1e tbo - .. that which WO\Ilc1 tl"" rrca the 1opoe1t1oc 811d 

colleot1Qil by the o.Dm> OOYe,_t ot a epecial duty or l.npoet IIPOC 

k>er10811 goods 8114 ' b. allbseq11811t uae ot the t\:140 tbua 4er1Ted to 

eube141z. a.,_, ~· to .blartoa in order to 8111ble Ckl'Ml1 .xportera 

auoceoa:tul.ly to ccapete in the arl<eto ot thia 001111try. In so tar ae 

tbo7 inToln ioporta into 0.- ot k.ericc soo4e, auoh ioports are 

reatr1c'e4 to oeae11Ual raw m t ariala which Ge- doao not produce 

in Qlllll1t1t1ee outticient t o suPPlY its needs 8114 Which, theretoro , must 

be illlported. Inataec1 ot pemittil18 tbeoe rflW Ntoriala to be purchased 

at world pricea and paid tor in toro1811 oxobaD&o , u ia oust_.,. in 

1ntorneUonal trU., the Ge..., OOYe.......,t roquiroa t- t o be pur­

oboaod end poJ.d tor 111>4er the preot1cea outllned. 'l'lluo burd-
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~ n1trioU ... are 1lq:' oeol ._ AMri- goc>U 11114 at tile -

tiJOO 1u1>et&Dt1&1 11Uba141 .. are b .. ~ ._ O.mu goe>U export..t to 

t bla COUll t 1")' • 

213 

H 11 'Ill op1ll1cm, thent-, tbat 1t 11 tho 4utT ot tho 

seoreto.rT ot tile 'l'reaeU1'7 to "-• oo111tene.1ll.llg duUe1 llll4er sec-

11"" m ot tho Tariff Act ot 1930 - auoh goode iaporteol 1J1to thls 

ecnmtr)' trca a.- aa are attecteol hT the Jll"'Otlc .. outl1l1e4 1l1 tbe 

aboTo-UC111e4 -.orand~a ot B~e.b•r 211, 1938, ud that tile propoeed 

'l'reUU17 Deo181CII1, OOPT ot 11111oh aoccap&D.leol the ...,rud,., 1e appro­

priate 1l1 torm to oar1")' out that purpoee. 

ReepeottullT, 

• 
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~ 
replJ reter to 

DEPARTMENT OF STAT!: 

WASHINGTON 

March 18, 1939 

M7 dear Mr. secret&rT: 

I r ater to ~ letter ot March 17, 1~3~, with regard 

to the ex1at1ng e1tuat1on 1n CzeohoeloTakia, Recent 1n­

t oru.t1cn reaching the Departaent ot state 1nd1catee that 

the Prortnoe ot Ruthen1a (C&rpatho-llkra1ne ) h no longer 

under the control ot the czeohouowalt oc•ernaent and that 

Hungarian m111tary torcee are 1n oooupat1on thereof, While 

th1a Government doea not recognize t hat any legal baa1e 

ax1ato tor the changed atatua ot Ruthen1n, the Departaent 

1e obliged by ex1et1ng oirouaatancee to oona1der that that 

par t or the Czeohoelovalt Republic 11 now under the de taoto 

ada1n1etret1on ot the HUngarian author1t1ee, 

The Departaent ot state, therefore, perceiwee no ob­

Jec t i on to the Treaeury, under euoh regulat i on• aa 1t N-3 

1aauw, regarding ae HWlgal'1&n tor ouetoae purpoeee, 
1nolud1ng 

'!'he Honorable 

Henry Morgen thau, Jr. , 

secretary ot the Treaeury. 
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1nolud1ng the appl.1oat1on ot Ntee ot dut1ee, goods ooll1ng 

trom the Pro•inoe ot Rllthen1a. 

81noerel 

Asecr~ 
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TREASURY DEPARTMENT 224 
INTER OI'J'ICI: COM MUNICATION 

DATE .... Cb 181 l9ll9, 

s1crot.ery lloraentllau 

. ""'" £, H. Fohy, Jr. , .lcUn& General Co\111 .. 1 

For Jour intoJ"MtiOD 

I opoko 111 t.olopllooo t.o lllmt.iJI&t.oo Cairruo in Poria t.llio attenooD. 
He orr1vod t.llero oolT )'ooterday &lid llanco hod 11 tUo t.o r eport. Walt 
to w rltll t ho ar1w- but C&1rua t.olked b7 toloplloDo yooterd&J wit.ll 
~7 1D Borlin . 111.711 do1Dg ., .. work in Berlin tor Cail'llo and rill 
.... t o Poria oileD Walt 1o bettor. At 19 llllii .. UOD Cail'lla and the 
otllero oUl oot ao to a......., nut weolr: but rill u.J.t t.be1r ocUYitJ.oa 
to Puia Olld Lol>doo. .lo JOU ouautod, the wino baYO bolD not1t1od ot 

tllis •han&•· 
llay intorllod Cairruo that t.lle Gera.na lr:Doo ot tho propoeod iaananco 

or tbe T, 1), three d&1• ago ao that tho action t at.n toda1 1o n.o great 
aurprieo to thea. 

Cairne roporta lluasol1D1 o1ll lllllr.o a apeecb on llo.rch 24 ohan it 
ie anticipated that ha will annoUI>ce hie intention to ao into .Ub&Aie . 

O..ina and tho otllara are etay1Dg at the St . /UIB llot el . They 
have booked paaeq:o on tho s. s. lfaahinatOD aailina .lprU 8. .le travel 
to tile Un1 tod Stat .. 1o hea..y, tllla ia the aor1h ot upro,. ot"""or 
upon ohicb they will be oblo to obtain accCNIOd&Uona. 
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Mucb 18, l~i 

Secretary lloraentlau 

£ , H. foley , Jr. , Acting General Couneal 

fgr xour 1n!or•t1op 

Attacbod 11 a COPJ of the lettar f'roa tbe Stata Depart.Mct 1n 

ri~iud tO' liutbenl& (C&rpetbo-Utraine) , a.Dd • copy of tba tal~gn~a 

. bleb Jo1D1011 1111t to tbe Colloetora Of C:.U.tou, For CuatoU pvpoaaa, 

~oocl1 coaiQI f'roa thie ar• will be tr .. tad attar aldni&ht tol11gbt 

U llln&&riaD, Jo Cbo;.Q&8 1D rates of dut7 1e 111volved, but tbe auldng, 

or cour eo , auot indicate llungarinn or1c1n. 

(Initlaled) b. H. F., Jr • 

• 

225 
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(Sool) 

Ill ropl.)> rotor to 
I:U 

lb' dau llr. Soeratal7• 

' 

DIPAII!Dii! or ST.I!I 

llt.reb 18, 19lS9 

I rotor to rq letter of llt.rcb 17, 11159, oitb. rocard to the 

oxi•Unc olt,.tloo 1n Csocboolovaltlo. Recut. lntora&tloo roach-

1:>i the O.partaeot or State .Lodic.tea that tbe IToYI.Aco or lilltben1a 

(C&r~tb.o-Ukra.luo) 1o no loncer under tbo control or tbo Caocbooloftll: 

226 

Gonrnaoot IJid that llwlgaria.. llillta17 toreoo o.re 1n occupation thereof. 

Jhile title Qovorruaent dooe not recognize that all¥ locol bade oxiote 

tor the cbancod otetua ot Rut benl.a , tho O.p&rtaont 1a oblicod b)' oxiot-

1no ctrcwuteneoa to consider that that. po.rt or the Caocboalo ... lt Republic 

1a D01r IIDder t.be do r&cto adalnbtratloo ot t.be &oauiu &utboritloa. 

Tbo Dtpartaent or State, tborororo, porcoiYoa no objoctlon 

to tbo Tr0U11J7, Wider 1\ICII rogulat.iODI 01 it. .a:J laauo, rocard1nc 

•• lllmco.rl&o tor cuatou purpooea , lncludlnc the a~pllcat.lnl> of rat.ee 

ot dut.laa, &OOda oolllnc tro• t be ProYioeo or RlltbeiUa. 

Tbo Sonorablo 

(Sigood) S...or lolloa 
Act.inc Soerotal7 

lla:u7 lloraocthau, Jr., 

lltcr•t.a17 ot t.be frOUUJ7. 

• 
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To oll Collector• or Cua- lla.rch 18, l9S8 

Stete O.puteent bovi.Dg today &d'fitecl Tnu1117 Deput.ment tbot 

1.o n o o! tbo recent a1llt&r7 OCCUJl'ltiOD or the Prori.Dce ot Butbollia 

(Co.rpatbo-Ukraine) b7 llungari&D a1llt.&r7 !ore .. &'14 the .. ....,uota ot 

control o.,.r the .. are&e b7 tbe llungari&D &uthor1Uee, tbe Stet• DepartaeDt, 

wb.l.h aot r ecopllaiJI& &ll1 l"Cal buia tor the cboJIIecl etetu or Butllezlia 

h obll.cecl b)' uiotiJI& cir.....,teacee to coatlder tbot tbot Jl'lrt or the 

c .. eboolonk Republic ie now under the de tecto tdai11.11tret1on ot the 

llln&ar1an eutbDr1t1aa, producta of tbl ar• aentionecl exported !l-oa &ll1 

eo110tr7 011 or &Iter lll.rch 19, 19S9, ellell be r"Cardecl •• product• o! 

llln&UJ tor tbl purpoaea ot the u.rl<iD& pro'fitlono ot the Tariff J.ct or 

19W and tor detei'II1Jii.ac eppllcable ratee or dut7. Obe bportera all 

poul.ble DOUce. J.pp!J pro'fiai.ODI article 1122(1) 0...~ RocuJatlooa 19S7 

l.o de~ datil uportetioa 

(Sl&necl) I, R. JobDIOI1 

J.ctJI>c Co.-i11l0111r CUatou 
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TREASURY DEPARTMENT 

INTER Ol'l'ICE: COM MUNICATION 

llarob 1.8, 19)9 
Seoretal'7 llorpntbau 

..... E, H. fole)' , l r., ActiDC Oeneral. C_ .... 

f or ygv W'pJWtlCW, 

Attacbacl ie a OOf17 ot tb. letter hal tbt State D.pertmeot iD 

"prd to JIUtbtDie (Cerpetbo-11kreiDe) , aDd • cow ot tbt tale~ 

' 

•hicb JohDaoo eent to tbt Coll.ectors ot Onate... for Owo- pvpoeee, 

goode COlliDe hal thl.e a... will bt treatecl attar 111dll1cbt toDicbt 

aa BW~&erleo, lo cbeDce iD retee ot du~ 1a iDYolnd, bDt tba ..n::tD&, 

ot couroe , •uat iDdioate lllmcarlan orieiD. 

• 

228 
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Io ropl7 refer ~o ... 

lCf 4- Kr • S.0Nh.l71 

Z29 

I rottf' to rq l oUer of )faroh 17, 19~V, wUh rf&Ud to tho 

m •UD& el.,..UCD 111 CsochoalOftll:la. Reo•t totoratloa ree.cll-

llll C o Do~t of state 11141catea t~t ·tho ProTlllco of lluthOIDJa 

(Corpotllo-Ukraillo) 11 110 lcmcer lllldor tho oootrol of tho Czeolloolonk 

Gouruont OZid t hlt B~~~~&ari&ll •llUaJ7 torcoa aN 1A ocoupatioa thONOt. 

nile thlO Gonrlllllllt dou 110t rocopl.ze that 8»:1 lepl llatlt mete 

tor tho Chall&od thhl ot RuthOIDJa, tho Dopartllat 11 Obli&od liJ met­
lAg olro\lll.ltallooa to oonaldor that that part ot th• Ozoohoelonk Ropublio 

11 """ Wl4of' the do tuto adii1Jl1atret1ca of the BWI&Uiu author1Uoo. 

'tho Dopartllont ot State, th8rotoro, ,.roo1n• ao objeoUoa 

to t ho 'l'rouury, ador auoh rople.Uoa• ao 1t ,.q l .. uo, ~ 

u l!1m&ar1u tor 01111: ... purpoaoa, 11l4JlUdllll tho ~pUceUCD ot retoe 

ot duUu, &DOdo ooaill& f"roa tho ProTlllco of lluthOGia. 

Tho HOIIOf'ablo 

IIIU'J lloractlaaa, :Jr. , 

S!.DOoralT ;roura, 

(Staned) -or Jolloo 
ut1111 Booreto.r)" 

soo .. tuJ of •• !'r......,. • 

• 
' 
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To all Colloctol'l ot CU.to- !larch 18, 19!9 

State Depart.MIIt la'fina tocl&7 adrlaecl fr•IU!'7 Deputaeot ttat 

1J1 rl• or the rec111t llilltar)" occupaUOD ot tile ProrlDce ot Rutheni& 

(O&rpotbo-Ulr:raine) 1>1 &Drarl&D llilitar7 torcea &Dd the a11uapUo11 ot 

coot.rol oyer tho .. ar•o h7 the Hqari&D autbor1Ueo, tho State O.partaent, 

wbllo not recogniliDC &111 1ecal bub tor the c:bo.Qgecl atat ua ot lil&tbeni& 

1a obU.ctd h7 u1aUIIC circ...tancea to coll&idar ttat ttat part or the 

C•ocboalo..U Republic io now tmd.er the de tecto ada1niotrot1on ot tile 

RWlilaria!l authoriti11, products of tho or• •&Dtionad uporttd trc• &111 

co1111tq on or .rtor !larch 19, 19!19, aball be r ecardtd u prcduc:to of 

..,.&r1 tor the purpoa .. or the -.rld.ai prorlaioaa ot the Taritt .let ot 

19:10 &Dd tor det..-.1D1nc appllcablo retea ot duty. Gin iaportero all 

pou1ble notico. .t.ppl7 pro'rlaioDI article 822(t ) Ouotou Rtculatioiul 19!7 

lA dotol"111D1nc dot .. uportation 

(Signed) r. a. J obnaOD 

.t.ctiiiC CoM.laiJioner C:U.tou 
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!!WIMP JITIIN g;mag•s mtp ,J .JJ-.11 

s.cret&%7 llorc.,.t~u took ~ attaobK -l'U41m ad a ttaoJ.elata 

10 tlJe C&bSJ>et ... tillc "" Fr1Q7, llaroh 17, 1939. Tba Preaid.,.t atarted 

ort the aee~ w1 th a d1aCIWie1oa ot O.rMA 1aft.l1oa ad oooupaUoa ot 

c .. ebotl~. 

S.cret&%7 llol'lbt~u baJod..s .lct.iq S.creW...,. ot State Welle• a 

Wt ot tbe attacbed letter which repreaentat1na ot tbe Treuury ad State 

caputae11t bad aeree<l abould ~ 1111t b)' State to ~ 'treuury. .&cti.D& 

Secret117 Welles aa1d that be bad been ,_ble to ciTe attentioll to ~ pro­

posed l etter, but would read 1 t . Tba Prea1dent auccosted tbot 1de !acto• 

be inlerted o• 11M 9 ot tho letter at'ter tba word 1 tba1 ad batore ~ 

.. rd •ada11>1strat1ou• . With th1a cban,e t he letter wu approYed. 

S.cret&1'7 llorcent~u tba• read trot. tba attached _...,.,111 ad attacb-

Hnt.s . It waa qreed t~t occupat1oa ot Bo~a, lloraTia aJid Sl~ b7 , 

a.,..., ai'!Md rorcee would •ot be recopieed on a lepl baaio b7 tba llD1 ted 

Stotes, but t~t tba frw.aiiJ'7 would regard cooda coaiAC ft<8 IUCb &real U 

o......, tor Cuatou pupooes, t•cludi.llg ~ application ot rate1 or duv. 

S.cretaey llorcent~u atepped out or tba C&bSJ>et lleettnc ud telepboDed 

tr. fcl07 the chan,~ .-de 1n ~ proposed letter b7 tba Prelid&Dt. secret&%7 

llorgentbau s1J3geated tbot llr. Fole7 call llr. llallea' otnce ud baft tba 

letter rllll ott oa State Depart.M•t staUoueey ad •••t to lr. llellea at 

the Cabinet leetin&. .t.ccord1..,q, lr. Fole7 called lr. llaokllorth, wbo 

eauaed tbe letter to be prepared 1J111 sent oYer to tba lh1 te Rouse. .& --

....m, ot protest a1cnecl b7 11r. lluld118 &CCCIIP"Died tba proposed latter, 'but 

lr. lallea d1areprded the proteot aD<l 1n tba preaence ot 5ooret&z7 llorpl>tbau 

- ' Regraded Unclassified



\ 

tiP"~ l ott.er. 

eo-1 .. 1oau Jlo7a tlln .at t.bt a\taoMct to1ocna aohi.U, o11 

CoUoctora of CutoM Dt t.bt ellalp 1D rwpeo\ of ..,.._ -u, tz. 

tho p:orlllou of Iowa, lloraft& IUid lllofttia, IUid lr. Clutoa z-1• ... 

tll!o WorMtice to t.bt pre••· 
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... 
~------~------~_j~------ ' 

.., , ... 1M ........ . 

1ou9tu7 •ws-~.a teo~~ \M a\ta.W _...._ .., a\h ' w 

'"till CaW»\ -t.llll- hi~ ....... 17, 19,. tile "-1-.., ........ 
otf till _u.., wUII a ti~• •t 0..... ~- ... -.taa o1 

CaHIIMleftllia• 

S.eN\&>7 ~··...,.. uua, ••n\&>7 or 1\aw r.u.. • 

233 

u.t\ .r \be a tta.W la\\er wh1oll ,..,.....,._u.._ of \M ,........,. - 1\a\a 

.-. beeS ...... •lloal. be ... , ... 1\a\e w \M '-1117· Aet.iJII 

loort\aJ7 loUe• eald tllat be 11M """ -lila w ci .. at\eaU• w \be ,.,._ 

, .... letwr. Inn .. uld ,.... u . !be PM•td•t • ...,., .... '""' ... reno• 
lll luo,..... • 11M 9 ot \be le\\er at\er \be wrd "t..le• .., before \M 

SeeN\&>7 •ws-\bea \Ilea ,.... bolo \be a\ta.W _......_ ... a\\aelo­

_\1, It •• ...... \bet oooupaUoe ot lobeai•• loft'ria oad lloftllla 11r 

DtiDIII araed forMe would ao\ be noopl ... • • l.op1 l>ull 11r ibe llal.W 

51&\11, ""' ibe\ \M !ftulu7 would ............... ..a, ,_ .......... .. 
a...., tor C...'- r=rw••• iaclwli., \be ..,uau.oe or ra\ae or -.. 

IMr.\uJ .,...u.. . ...,.. oa' ot t.IM C..h1Mt ... u., ad te>s't t 

It, Folt7 tile ....,. M4e 1a \llo propoeed lot\or 1lf \be P'Md-t. hoft\&>7 , 
llol'l•u..& ••••W \be\ lr. l'olq ..u .... I.U••' ottt .. oad !left u.t 

lo~lu ,. ott .. 1\ate .,...,.._, •taU .. .,.7 oad _, \o lr. r.u .. " 
llo Cia"-' ... u.,. ....~ . .... l'o1a7 ..Ued .... ...... r\bo .. 

- \!>e lo\\er w be,...,.,_. ... _, oftr \o tlla llllta lo-• .t. -

....._ of pto\81\ 81 ..... 'b7 l r, llniiUNo I.IIIIP I ad \M ,..,.. ... la\Wo but 

lr, ltlleo 41""111Ned \be pi'O\ee\ ... 1a \be priiKK of ... N..., ...... \lila 
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..,... ... ,.._ .... 
c ....,. __ ..,s. ._-' • ......... a ....... ell 

aou-wn ot OU._ e1 * ...... 1a a pn\ el .......... ,_ 

\M ,...sa- ot II' 'a0 ...... _. •-"•• ... lr ... ._ rei au .. 

\!Ill iai-U• ._ * ,._. 

(~Ut~l a. a. ••• •• 

• 
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-lD reply refer to 

DEPARTMENT OF STATE 
WASHINGTON 

Lt 
llaroh 1?, 1939. 

111 dear llr. Secretary: 

In Tiew of the recent aUUa:ry oooupaUon of the 

Pro•1DO .. of Boheaia, llore.Tia &Dd 8lo...U1e. of Oeeoho­

alonltia by Oerii&Zl e.:raed foroee and the U8UIIption of 

control onr th .. e ueu b)' oe:rae.n e.uthorS:u .. , the 

Depart .. ni, while not reoog11idng any legal bub for 

the u.uapti ou of eo-called •p:roteotiou• onr thie 

tarr1to:ry, 1e oouetre.illed by foroe of the foregoing 

oiro\lllete.no .. to regard the e.boTI- ment1oued ProyiJloee 

aa uow beillg 1111dlr the u_ ~ e.da1D1etre.t1on of the 

peroeifte no objection io ihe treuu:ry, Wl48r ll\llllh re~ 

l &tiou u 1i ae.y 1e.,_, :reprding u Oe:rme.n for ouet01111 

purpoe .. , iDOluding ihe ~~ppl1oe.t1on of re.i .. of dutile, 

goOde ooaing f:roa the ProYino .. of Bohea1e., Kore.Yie. 1114 

Tho Honorable 

S.ury llorgutb&u, Jr., 

horetuy of the treuury. 

81oT&ItJ&. 

• 
... 
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stonk1&. 

1110• ot oupatllo-UU&iM or 

11Doerel 
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l ~ 
.aoulli 8iaretar 
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_,_ALCOlU I 

~ oa-ART~o~Dn 

-~·NCn"'M 

ll!lollRANDUJI TO SECRJ:T.t.lll' llliiGD'lJWh 

llaroh 17. 1939. 

con 
We ban thr•• probl- which " o.re worlr.lar oa/ourrentl.J with 

tht Bt.ah De~· 

I 
!ut+etft or laporte trot Canhoalmk'• 

•• ban cbo.red with the state Depart.-nt, 811bJect to app!'Oftl 

b110\I aDd llr. Wol.1u, a draft ot a propooed letter (copJ attached) 

&IIDOIIDClar tbo charllled atatua ot Coechoal o.alda. U thla latter u 

d pacl nbat.antl.al.l1 1D. t.hla tora it will ltl"ft u tho buia tor 

instruction• tro• the eo.tiaaionar or Cueto .. to all Ouotoao o!ficera 

tb&t pl'Oduota ot tha o.raaa involved (all o.raaa 1D. Csoehoalovtld.a 

except Rutbanu) , attoctin u to goods sported on or attor llaroh 190 

~ will bo 

(a) a.quired to bo -.rked to 1Dd1oato Gol'IIIUl oricinJ 

(b) SubJect to biCMZ' rata• ot dutJ a pplicable to a.,._, 

cood•; 

(c) atbJoct to cuato• ftlaation u Gai'MD cood•· 

237 

l propooacl dratt o! c-iaaionert a inatrlletiOD8 wbieb las baOD tentatb~ 

eleuacl with tlaa&te llopartooant it attaebad. 

Unlike tha Allatrian oaao, but l1ko tho 8\ldetOD oaoe, tho onl;r 

&root periOd will bo that ginn to coed• 1D. tranait. 
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'fbe state Departaet .,... .. wi\b ,.. tbat iba propoeed aoU011 

wUl Dot diaturob tbe &pplicaUoa ot reduoed ratu of du\7 utabl.Ubed 

purau&llt to tba CaecbDelow.ldall trade qr-..t to 1ood1 troa tbird 

coUDtriaa eucb u Bll&:iua. 

It 1a propoaed tll&t tba llti&r of nouticaUoo ot clwlc• 

iD r .. pe.n of c .. cboal.ow.ld.& w1ll be dated toooorrow. X..ediltaq 

1lj)Oil rec&ipt of tbil latter tbe ec-ia&iooer of C...toM w1l.l rel-

1111 iDitrucUOCII. 

n 

It 11 our \llld&ratandlna: that tba opiDiOCI ot tba .lttoX'Ill7 O~~tarel 

approrlnc tba propnled T. D. &IIIIOWioiQ& count&r'rlliliDc cluU11 oo 

dutl.abll iaporte troa GarMJ17 tiD&Ilced t brou,b 1 ll&rtar1 tr&Da&cUolll 

rlll be reoaiTed toooorrcnr aonU.Q&. Upoll racaipt of tbia opiDicm, tll& 

!r••1117 Deoi&iOD (col'7 attacbed) will be &iped lV tll& c-l.&&iOD&r 

ot .. to• aDd approncl lV ,..... The ,... duti• w1l.l appl;f to &oodl 

antared or witbo!r&Wil &tt&r tba GPir&Uoa of 10 dqe attar tba ord&r 

b publiabed ill Ti&&SIJill DiCIBIOII8. 'fbe d&tl &f poablioatiOD w1l.l be 

fhuro4&1, ll&rcb 2S, 1t U 1a aet to tba prilltar llo~ aoJ'Dina:. 

It 1a ov Ulldarorta""l na: tb&t &DDOUDo-llt to tbo pr•• of tb1 

propoaed cOUiltan&Uina: duiJ action w1ll be a&da IV :fOU a1ault&llaoull7 

w1tb 7our &llll01ao•et ot tba aoUoa ill rupaot &t tho ciiUI:ed ouetou 

atatua ot ioodl troll iba Coeo...,.JOftlr:SAD &ra&l• 

238 
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m 
qge!tpel.qy!Hy !nl•p•• ip Tht• Oo-wz 

Followl.Jt.l liP 7IYIIZ ftqiiiNt, tM Federal lleterre 8aBk bu iato~ 

uUd the 11&41DC lfew York lluka to wi tbbol4 i aportlllt ol .. ruoee ilrfolwl.Jt.l 

Catoboalon.ldt.n acooiDtl Ulltil ~. Maroh 20. In tbe -u.., " aro 

co.,1d•r1DC the action wbich tM GoYe.,....t 'lllq tate to p.rotect 1 te illtereate 

aod tbl 1Jltereate or tbe ""'rican c1 tiae~~~. Olle auueatioa 11 that lluka, 

~~rotarqe bouaea, ate. eboul4 be nqu1re4 to r ua deteiUd report. or balaDoee, 

ooCllrlUea, etc. which tbe7 aro bol41DC tor Caacbolloftlda'a aeOO'Gilt &lid 

oooUo• to bold euch propertJ aat1l tlartber 110t1oe. !bere aro otMr poe-

oible .. thoclo or deeliDC with tbe eituatiOD wbioh aro 11114or OOII414erat1oe, 

such U the 1JIIpo81 tiOII or general toreip oxoballge OODtrol which will p81'-

a1t ua to do&l Dot 01117 11ith tbe Csecboaloftldu o1t uat1ca but with tmT otbar 

related situation wbich aight ariee j or 111poe1t1oe or rore1p exoballp 

oootrol l1a1 ted to Cllobolloftldu aaeeto ill tbie o.....,tr7 • 
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2~u 

IJ 4eU lr • leftnUTI 

o.- aaillo71Uee, taw Dt;1 1 ••• ftU. Mt 7eup11tlic _, 

lepl bule tor tile • e u .. of -allot .._, .. u .. o-

till• tenltery, 1e o..ti'UMt 'lllr folrM of, .. t oropS.C ou-

o•••-•• to ftpft tile __ ,lo ... Pft'l'iDHI U - 111 ... 

a4tr t~ Jl:.~ratles of tile a.raaa atM1tlel. t'lll 

" 
Depv t.en' of ltlte, tllonf•n, ponolfte .. o"~"U• to t111 

!Htonq, ._..., .. ll nplaU• • 1t.., U.., ~lllc 01 

a.- tn ...._ _... .... 1Mlllllilll t11o lfPlleaU• of 

ra-. of ...... , ......... tna tllo Pft'l'iMII of lllllllala, 

... __ •• .... h _, 0 • •• 
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----------------~2~4~1 ... ________________ __ 
TELEGRAM 

Cloo.Aoe =•----------
oPf1C1AL IIUSINI"*--OCUIOV'Il-N'II--ITIT IllATa 

JlJ. QI,LJC!OIII! or COS!,_ 

flit Mat. Dopo.r'-"t ba..U, toslq ad'l'i ... "-""7 ~ *' 1a ..s.. el 

_ \ a111tu1 occnspatloa or t11a ho91a .. or ....,., loJnta ... ~ 

e:.cbollonki• 'b7 a....., u..d fOZ"Oeo uti ta ......,Uoa or ..vel - \b!M 

1>7 0._,. eutboritl .. , tbe llteta a.,an..t, ftUe BOt noopill1ac Ulr 1..-1 

tor \bo Ua118pt101l or ao-oallK protaoUoa C>ftl' tbill t.nitoJ7, 11 -tftiMd 

IIIU& ...Sor tba M-1••otnt1ce or tba a.- eutboriu.., ,....uoto or..._. 

oou• uport.d rna u:r -trT ce er attar ltt.Nil 18, 1939, •ball 1ae npe do4 

~ta of Cle1'MIIJ for tbe purpooeo of tbe MJ'It1q pJ'OYi.t ... of tba !aritf .ao\ 

19)0 &114 tor deta1'111a1111 applioeble ftteo or cbat;;r. Cli ... ~ .. all pouilllA 

AwlT pJ'OYiot ... artiolo 822(•) Cut.. a..,w.u ... 1m 1a detam1J11111 

-
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(t,D. ) 

oo9'T'pttkliQ Willi o• IIPQR' ,.. 9R'P 

loUco or oo•wnaiU., oN\1 .. w lie ....,...... -.. e.au .. )0) 
tantr J.ct or 19)0, 117 ro••~ or \lie pa,._\ or lleot.o-l or a loo•\7' 
or cnat ~ tllo upona\loa or Mr\ala 1004• rr. a..._, 
eoUootoro of Cu- iu\naO\ed w ,...,... U~ulda\1011 ol ..vt .. 

00nrtos duUoblo t.poru fn~e a.,_., ud to oollHt oot.l•W 

ddlUoDAl dilU t e 1a oor\ala oo•••• 

Trou...,. O.part. .. o\ 
Otlloo of tile c-1oo1oau ot Cua ­

llubl.ar\ol, D. O. 

TO Q)LI.IC!OJ8 or cueTOU .IJID O'IUIIS OOICII "t 

Tile 8\ll'OOil l o 1a ,....lpt of laloru\loa -nolaa tiM opora\loa 

ot oo-oollod •~oarwr- t ...... ouou tbroQCn w'doll t.no lapor w \loa law 

1M Vol\ed S\eteo ot •robu4iao r.- 0.1'110111 h tl•· .. d " - ot 

puioa ~1ooo t or .,...a...la ~-rod~~ eta, partlcr.llt rl)- cottoll • nd ooppor, 

llllcb an l o!ho tllo lllll'oou tbH •ucl> t.noo&c\lou !mol'" \IMo peJMD\ 

or boato•l or boW>Uoa or II'&OU w1tb1a t.ba MAOia& ot booUoo )0) or 

~a ~arm .r.ot. or 1930 (o. D. c., uua 19, •• • · l.JO)) • 

.t.cco...U...l.Tt ooUeo 1o bnob7 s1nn \.. .... \ duUal>lo Mro»aU• 

la"Oru-1 dl .. et.lT or 1ad1root.l1 t roa a • .......,., oblcl> baa ""n or oball 

bo ooq Jirod by or tl:>rouil> t11o dhpo .. l ot ot.ber ,.rol>"tV 011 • pnod• 

lui& (,..c...-..leN ot t11o obar~o•u of aucb ot.bor ; ro, ort7 or o! t11o 

10\bocl of .. ..,. or 811oll cUar;o .. l) 1 lt ont.oN<I tor oo'*"'l't.\oll or w1\l>-

4rne ~ 1101"0bo\lOO for OOIIOUII~\100 attor 1.118 Ol f'lr&\lon Of 1.1111'\7 daTO 

&f\or L ... i"'bUCUDo of \IIU daoioJ...a 1J1 o .. ekly ioOUO or 't!!IISOJI! 

t iCIIIOU, 1I1U be n'bj.ct. to tiM papoat or co.a~..-lliDI duUoo 

oq.U to lobo ,.., ...OUD\ of " liT bo.a\7 or """'' t ot.<tra.lao<l or ooiJ.U\<04 

I 

::.42 
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0 

-·-
• .... - JM&S.d w -.. .......... lU Qilli"'w.\loa ,._... f• 

0,.. Ule .. V)' t• IW &Q'~M W witWrf.wl hea ..,.._ 

til' .-... u.. • • on- u. otr .. u• •"' ., u.u .. "- ., 

~·~I s 1__, Urw\17 er lMUeo~ ,._ ~~ 

w,. ~1 M ..U..~ 1a &441\l. • \o &If o\M1' d~U.o ooU.\ed 

or 4tWJ11iaod 1e "- clllltt oaU.\ed " """"""U81 duu .. a\ ~ rale 

of U per -- ot \be ia*• 'ftl•• no. ll'I\IU&Uc• et oo\ri.H 

-..uc •• -•M"''M 1M11 loe ... ~ .... \M t&ot.t •• 

w -r et ~t. tor \M ,.-. Uoll loe rei*"W'' . .... ~ ..a l8 

t&U "' - ...... 

c:.-1NiGMr of ou-

• 
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-~ ..... ~.·.,.., .. _.,.. -....-.... 

DEPARTMENT OF' STATE 
WASHINOTOH 

* In repl)' refer to !!arch 24, 19~9 
Ell 

My dear Mr. Secretary: 

The Department ot State hae been informed 

b)' the Lithuanian Miniater in Waahington that 

h1a Government haa formally ceded the Memel 

Territory ot Lithuania to Germany. 

In vie• ot the Minieter' e etatement, the 

Department accepts as a t act the tranater or the 

Territory in question to Germany. The Department 

ot State, therefor e, peroeivee no obJection to the 

Treaeury, under such regulations ae it may ieoue , 

regarding as German tor ouetoma purpoeea, including 

the appl ication or rates or dutiea, goode coming 

trom the Memel Territory. 

Sincerely roura, 

The Honorable 

Henry Morgenthau, Jr., 

SecretarY ot the TreaaurY. 
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Treaeury Deparuaent 
Divia ion ot Wonetery Reaearch 

!larch 28, 19)9. D&tet _ ___ __:__.:.;:..;_ ___ l9ll8 

s.eretarT llorpnthau 

a. o. White 

1. The appended letter was sent to all 

CoWicil, 

,.... ot whom forwarded it to ue. 

2. The State Department is preparing a 

""'!'il&tion ot all the con-eepondence which hae 

,_ received cocaenting on t he action taken with 

to Oen=an i aports under the barter arrange-

I 

• 
' • -

• • 

• 

Regraded Unclassified
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..... tti.P~1'-

TO VSMMP..S OP 

26 BBAVBR sTffi~~~~JiC?.UNCIL,;::?-

lleroh 22, 1939. 

'l'bll acUon ot the Tr••ll1'7 in lalpoolas 

a counterft111118 duty ot 2:1 per cent ad ftlor• 

on imJ>orto tX'QI1 Germany 11 r-rded wi til general 

approftl . 

The cauaea wblch llavo broUS)It tbia about 

are brietl:y rewiewed in the a ttache4 memorand\llll 

011 lbe subject. 

247 
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$a~ t;(Q~ 
P.lJU.PBlWII OJ' TII.ItJIAM RIOnnD c ~ / 

1 

ftlOII: berican •b&ee)', Berlu, oer-.n1 

DATI: April 19, 1939, noon 

10.1 259 

Jo. ' 1!1 JROII IIIA'rB rat 'l'RIASURT. 

: 48 

A f ew da)'e ago I had a tali wHh Bers~, the 

Director of the Commercial Polio)' Section of tba K1nietry 

of lconoaioa. Be asked eoaewhat pla1nt1.,.1)' what Oel'IIIU.J 

could do to 111&1Atatn i tl! e:r:porh 111 the face of the 

25 percent oounterTatllng dut)' •handicap'. Bergeann 

e&id it waa 1Aconce1Yable that Ger-.ny would at thh tiM 

adopt the eolut1on of a total d.-luatton of the mark , 

Berg--.nn adm1 Ued that aOIBe thought had been giTen 

by the Kin18try of loonoaice to auoh dertc .. ae malt1Dg 

• tree g1fh" of mercbandiae to e:r:porters who were regular 

l•portera of Qel'III&A goods. Bowe•er, he supposed that 

auob a procedure would run afoul of the ouatO!IIB lawa in 

the United Statea. 

Teet erda)' I talked m th Bers.ann ap.tn. Be re­

marked that the oount~ailing dut1ea would not preaumabl)' 

affect duty-free goode, which be eaid a ccount for about 

40 percent of Qerlll.n e:r:porta to our countr)'. (Th1a 

relll&rk I construed aa an adm1uion that U le&at in 

oerte.in tnete.noea, duty-free goode had receiud esport 

bounttee tn the paat. In the fUture auob goode might 

reoehe &ddt ttonal bOIIIIU•• eo that their sal• 1.n 

the Untied States might be extended to pro•ide German)' 

w1 tb necua&r)' foreign exchange) . Be t old ae during 
+he 
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~lle OOilYei&UOil that U effort w01114 be aa4e bJ Geri!UJ 

~o .. u tor tree toreip exoh&D.p ••e of tile coOib atoll 

11&4 b .. a.· uporh4 ewer 11llaa4 aooowah ill 111le pae11. 

lftor11 woulll abo be uAe, lle 1&14, to uport coo4• oa. 1ille 

bade of pa,.et par111J ill tree axott.aa.a a all par111J ia 

1 etaau ePerr-&rlta•. [!u laUe are bloolte4 arb wbJ.oll 

et a.oe baiJla bloolte4 ••• r-iae4 ta a .tnale owu1rellip. 

Tlld 1a, ~a.dllolllere, ballkbc or o1illar ia11eeeh wo'lll4 be 

uke4 11o ~· 1"'or11ce of oenu goocle eo 1illa11 111le1r 

blooke4 ore41h c01ll4 be 11¢4&11&4. !llere llan ll01i baa 

a&nJ well 11rueactica.a up to tile pr .. at. J 
The 111llea.4 accOIDlt pr oce4111' •' lla4 a.ot J&t 'baa 

oucale4, Bers•UD ~&14. Tll&J wee antUna ta.for•Uoa. 

fro• Waahtna'• 11o a.aoetata whnller ae a praoUcal 

uUer tra41Jla coul4 eUll be cca.4uo11e4 w11ill well acoOIIIlh . 

lA •tn of 1illa 3!5 pvcaa.t COWI11e.a1111lg 4uU .. , h!l ... er• 

be euppoee4 tt woulll be YVJ 41ttioul11 to Mite uea of 

auoh a •J•t•. At tile preect U•, a.o afton woulll be 

aa4e t o r&YiY& BrtrJreena. l a aua&a11101l Of &ll 
1M&r1c&ll 

aark• which woulll eall at a llteooua.t, ta. •1 .. of 111la 

pre .. a.t 11eatoa, lla aatll. 

L&e11 a.igbt Berg .. •DD lafi Barl1B t o go 1io 810Yalt1&. 

Slo'l'altta, u •••• 1e a.ot able io 11a1ta up Oan&B g<i04• 

to the anaa.t to which oax nJ waau to UpGI!'i th ap1-
oal1iaral 
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cultural. aD4 Uaber prodlloh. 'the probl• waa an enr•ely 

d1tt 1cul' one, he eaid, tor whioh he had found no eolutian 

to daU. There could be no aaey aoluUon by Oeru.ny -

gaging in deTelopa•t work and inTeetaent i n 8louk1a 

in parment tor raw aateriala , eince the opportun1t1ee 

tor inuetaent there ware leu t han the oppor tulli U ee are 

in Rllll&.ll1a. In the laUer country, he said, there hae been 

a thr1Tillg •noraal• t r ade which waa more or leu in balallce. 

Thue inTeetaent and deTelopaent work were needed, 

•e aade reterance t o the treaty with R~a~&~~ia, and 

said 1i wae a 1 ehaer accident• that ita &llllouno•ent • 

coinoided wi th OaechoeloT&kian •eTenta•. Laat • o••bar 

the negotiauana tor the &iJ'eeaent had been be&Wl, and 

some two or three daya before t he ••••nt• agreeoumt bad 

been r eached by Wohltbat 111 Buchareet. Bergall&llll eaid it 

waa not true that any ulUaatua waa giTtll t o Rua&nia. 

He eaid t hat the t ear ot Ruaania tro. Hungarian irredenU• 

regarding TranaylT&IIia oauaed Rull&llia to want to conclude 

the tre&iy, ill the belief tha• thereafter Oeraany would 

reairaill HUIIgary troa any agpeuin aoUo11 toMrd 

TraneylT&IIia. Berg..an~~ alao denied -;hat no aeoret 

auppleaentary treaty wUh RuaaDia bad been aada. Or igillally, 

he aaid, 1t had been plalllled tbat the treaty waa to be 

kept .. <ll'et but it wae de•ed b ett er to publiah the 

Berg--.nn 
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••• .. till ne1; 4a7 1;11&1; ta o_,. ~-· 1e a1; 

pr u o1; ut:r- fe:relp ezebnc• .Ulq .. ,.. •• :r-tell 

Ua1; in Jell..U., Klllr&T1& 1;1le el'-Uoa -· DOt Jft 

e.ouh, el noe tile Caeoll faoto:rt .. llall 1D go.ral n ooli:e 

of raw •t.riale 111lff1o1at to na u .• fo:r quite a 1dl1le. 

l iD or Mlla.t.a. 

Gill!. 

U'tl 'l R 

I 

' '· 

Regraded Unclassified



TREASURY DEPARTMENT 

IHTD OPYtC:. COWMUHICATIOfC 

..... April 21, 1J3t. 

, 0 SJ:ORJIWY IIOBllllmWJ, 

Dr. !aru>uberc, 1'1r.t S.al'e\u-7 of U.o o......, bbaoq, called at 07 

o!tlee thh 110ralac to clhcu .. U>a ouh\u4.1.ac aouto"aillJIC clutT onlor 

aca1111t 0......, ~rh. Be ·~- Ulat he waa fiLl1J' ... u.orl- .,. hh 

p el'lUitnt In all U>at he would ..,-. 

Ho tlrot aaD4 llhoU.or 1t woul4 bo po oolblo to clear lJil>or~uo ... ritb­

oot lllo lddltloDal 26 por ooat 48poolt 1f U1&7 .... fiuace4 aololJ In 

clollaro or fl'eo reloho-o. I ldrl104 hia Ulat thlo hod boon thoroacbl7 

conolderod but no prectinal procedure hod boon 4"'hed, 

fannonborc Ulan oa14 the\ hio po,.,...ot 1o coodnce4 the\ u will horn 

e&Uon, &D4 Ulat 0...-.q 4ooo aot waa\ U.io roouU, 1!11 carofal oto>47 of 

lllo order, the .U\oraq OeaoroJ.'• opaloa, u4 U.o precUcoo llhloh oceao1oD04 

the order hao ooUoflecl ht. the\ U>aro ro~ao ao practical ..., for 0.­

to aootot hor n:porh to U.o IJal'-4 Sta\eo wiU.out lacurriac couato~U.,. 

duUu. Bo ·~- U>a\ if ahi-a\o to which tholr to~ aoouraacoo I04a 

thrcuch tho Departaeot of It&t& oloarl7 applied could bo olaand throqjl cuo­

toao wHbout tho 38 per • ..,, ld41Uoaal 4opoo1t, 0.~ 1o proparld to 

ropo&l an4 prch.lbU OOIIPl•wlJ, •taur, if aoooo0&1'7•, all clooreoo, ....,U.. 

lie.,., &D4 precUaoo 11114or which the •u.rtor• procedure • -· be .. carrl.t 

on; to prohibh offoe\11'017 aq praoUco or procedure for offoottl .. U.o 
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.Usad•..,~• to 0......, uporto re..UUas !1'011 ov dollar 4eft.lv.at1oa; 

ODd to prnoot oxporh to tho 0..1 ta4 Statu W1lou tho traooacUooo are 

11.....,o4 oo1e17 In free axe~ &114 wl thout price -..lpul&U oa of &D7 

253 

tillll· Be 414 not ll&loo H clear, bolt I UD4erotoo4 thue propooal o to rel ate 

to duUablo •ercban41oe, o1Dco free coo4e are not oubJect to couotornll\JI& 

d,u.t,i.ee,. 

Tannooberc '"...,_ anxloue for ao o&rl7 nopoaoo to hie propooalo I!Qt 

atoto4 that be, of ooureo , 414 not expect &D7 rop17 troa ao to4q. I IDOde 

It clear that , in rq opinion, ca.ploto .....-ocaUon ot tha or4or coul4 a ot be 

conllderod IInce 0.~ could not now otop or recall euboldleo appl71as to 

po!ldo bo7ond ih coatr<>1. 

Sneral UJMio 4uriac the coanr•Uoa Dr, 'f&oaooborc ...-rkod that 

unlen we wonld &11\181 \hat h1a COYI~Dt propoHa \o act in eat1N &oo4 

!ollll bh YIIH could ban DO purpou. 

!a reply to rq lnquirieo 'f&oaeoborc ootiaotod the yoluae of dutiable 

German Import. Into the Un1 ta4 Stateo recentlY t l naocod w1 thout ouboldiu 

at 40 per cent of the t otal. 11ot 01t~ta<l that thlo Tol.,.., pluo • thlr4 

o! the rem&1Dder, or a total of 60 pe :r cent of the paet. "YOlUM of t rade , 

could be cont1D11od on a ne>-ouba147 baoio if the 25 per cent dopoolt wore 

ollsinatld. !'be n-.!Aia& 40 per cent, be &&14, 1o loot bOJOD4 rocoYOry, 

Iince 1 t cannot. be c&rrled on w1. t.bout aoae aaa1atuoe. 
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Dr, Herbert Fe1e ; 
Ec-'-0 A4T1M1'1 
DeJ)IU"t•nt of St ate. 

Dear Dootor r e1a1 

Ma;r 3, 1939 

In OOGJP11anoe w1 th your requut t o Kr, w. R, Johneont 
Aot1ng Deput y comm1111oner of Cuetoae, I eno1oee a oopy or 
bia report or a oonnraat1on llhloh t oolt p1aoe on April 211 
1939, between h1a and Dr. V1.lhtl.Ja !annenberg, t1ret eeort\ar;r 
ot the Oenu.n Embal l)' oonoernlng t he oatltan41ng !rea11117 
order (! , D. 49821.) rlth reepeot to oo~mterTa1l1ng dutlu on 
German 1mportat1one. 

Enoloe\ll'e no. 19869 

VliAIVJI.Jihl ~29-39 

(81sned) B. Morgenthau, Jr. 

B, MORO&N'I'IU.IJ, JR. , 
Seoretar)' of the !reaaur;r. 
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aE tOU!I1!:iWAILI NG DUTI ES 
,o.G.U!IS':' G:RJWIY 

Mar ), 1939. 
3:50 P. ~! . 

pre sen~ : 

?oley: 

R.!l. Jr : 

Johnson: 

Hr. Foley 
Mr. llh1te 
!!r. Cairns 
Hr. Johnson 

( Follow1.ng tuo Pl'ragraphs w~re dictated by Hr. Foley 
1n ouo'l".ary of the discussi on \lh1ch took pl ace before 
actual recording or the conference begnn :) 

We unnt to reolnd you or t he otter made to Bill J ohn­
son on April 21 by Dr. Tonnenberg, the Co~erclal 
Attache of the Gernan Em~aaey , as to the alteration 
or t he countervailing duty order regarding Geroan 
exports . While Dr. Tannenberg has not been pushing 
!lr. J ohnson, Runt1ngton Cairns and l{r. Johnaon have 
naked for i nstructions as to tho d1spos1t 1on of the 
otter eo that they may kno~< how to deal \d th 
Dr . Tannenbcrg should he conteot them age1n. 

ThA princ i pal question to be decided i s whether the "" 
otter on the part or the German Government should 
be treated as Treasury rout ine or, i n vi ew of the 
internat ional complioationn connected with the order, 
the otter should be treated as a matter or general 
covernoentnl policy. The action to be taken i s some­
what complica ted by a s1cilar otter troa the Nether­
lAnds regarding a counterva1linC duty order applying 
to exports froo t he llctherlande . 

(Ac t ual recording or the conference proceeds as 
!'ollove:) 
\le ~ve a T.D. 1Cposi ng countervn1ling duti es a;;a1nst 
the !letherlands outstanding at the preeen: uoe, and 
on otter oade by the Netherlands. 

l~ay I interrupt you a minute? i/htlt io the orter tht>t 
tho Fir~t Secret ary or the German Embna&Y made? I'm 
not clear. ilhat dl d he do? 
The Firat secretary ot the Ge rman Embassy, Dr. Tannen­
borg, onme to my offi ce on Friday, April 21 , and 
et atod that by authori t y or hie Government he wan 
authorized to state that GermAnY i s prepared to 
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R.!·!.Jr : 

Jol:.~aon: 

H.l!.Jr : 

Johnson: 

H.!!.Jr : 

Foley: 

H. H.Jr: 

Johnson: 

I!. !!.Jr : 

Poley: 

Joh.~aon: 

Foley: 

H.M.Jr: 
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repeal and prohibit com~letely today, it necessary, 
all decrees, regulations, and praoticea under vh1oh 
the barter procedures have been carried on; to 
prohibit etteotively any praotioe or procedure for 
o!teetting the disadvantages t o Gorman exports 
resulting !rom our dolla~ devaluation; and to 
~revent exports to the United 8tatea unless the 
t ransactions are financed solely in tree exchange 
and vl.thcut price manipulation o! any tind. 

That ' a •..• 

That 's a complete capitulation 1! it' s carried out 
in good faith. 

Well, have I got a copy or thatt 

Yes, air. I was reading !roo oy memorandWJ to you 
dat ed April 21. 

1/ell , has he asked about an ansvert 

No communication since he called. 

1/ell, what wuld you do normally? Supposing this 
was X country, what 1rould you do t 

\Je would mod1ty the order so that i t t.-ould not a'Oply 
to direct eh1pmente made after the e!tective date 
o! the ()erman assurances. 

Let me have that. I 1m going ov~r to the Presi dent 
soon. That vl.ll be another one. 

llow, there's •••• 

I have another copy here. 

There 's one thing that you might bear in mind, and 
that is that Ostrander , Doc White ' s mnn, hae been 
in Berlin with May, and will be sailing on the u.x•••: 
o! May, so that he'll be back here around the 
fifteenth or the eighteenth. 

Yes. What ' s he doing over the~et 
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Foley: 

lll!lte : 

Foley: 

R.H.Jr : 

Cai rns : 

?oley: 

il:ll.te: 

- 3 -

~t, l<no~ whether he' ll be at•lo to contribute 
nnyth1ng or not. But having been on the ground 
and hav ing gone over the situati on, he might have 
oome i nformation t hat you might want to wai t ror. 

Thoro is one other pertinent tact . 

\'/hen io he sa1l1ng' 

'!'he sixth. 

257 

!lorely one other fsct tlvlt may be pertinent. That 
1e, Y~ reports that the exportere h3ve received 
advices not to g1ve any in!orcation to anr of the 
officere of the Uni ted State& Treaeury Department 
or anY other American ofti ciala, with respect to 
tneoe oattere, which maY not be ••.• 

or course , May and Ootrander 4on 1t ltnOV ,.bout 
Tnnnenberg1 s v1eit to Johnson. 

Annonberg? 

Tannonbor g. 
Tannenberg. And those or4ers msy heve been g1ven 
at the time the T. D. vas isoued nnd no aot ton has 
been taken with respect to thOse orders. on the 
other hand, i t may be that theY have a4d1t1onal 
information that would thrOW eooe light on the 
good rat th of the German Government . 

Johnson po1nto out , and th3t'e Calm•' poo1tion 
too, that we are not 1n a poe1t1on to oft1c1allY 
queation the good faith of the Oel"CIIUl oovern:sent. 
If they take th1a poa1t1on, then ve can only 
eX8CI1ne t he a1tuat1on a ttar we have agreed, but 
certainly cannot assume that theY will not 11ve up 
to the i r agreement ahead or t 1me. so i t

1
8 a ques­

tion as to whether you wnnt to walt until he cooes 
back - the r e may be some n4d1t1onal intormntion 
but thero w1ll probably be no oh&nge 1D your 
analyo1s - or whether you 1mnt to take action nov 
without va1 t 1ng for your milD to como book. 
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Foley: 
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I think it ia also a question aa to whether thla 
is to be handled aa a me r e routine matter ot . 
Treasury adm1n1atrat1on. 

Or, because ot the i mponderables involved, treating 
it aa a matter or government policy rather than 
Treasury routine. 

Well, we 1l l ask the Pres i dent ot the Un1ted s•atea, 
it he 111 have time enough. 

258 

\/hen are you (Calma) going to get busy as my spo.kes­
can over at the Mun1tiona Board and get into that 
atuttt 

I'm ready at any t ime. 

Vell, will you start it t 

You have a letter addressed to Huntington designating 
hla to act . 

I signed every blankety-blank letter that t/aa put 
on my desk. I haven't got any letter. 

They never have any meetings - onae a year, tt~ice a 
year. 

I t was attached to those PllPere you gave to IO.sa Chauncey 
to toke home. 

I've been prepari ng myself. I've also been vait1ng 
tor the letter. • 

o. x:. 
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I read the a ttached memorandum from Johneon to 
sumner Wellee, today, and I aeked h.im to adviae •• on 
i t, first in hie oapacit7 ae Under-Secretar7 of B'ate 
and, eecond, what would he do if hi were Becretar7 of 
t he Treaauey. 

He told me t hat the f1ret thing he would do 
would be to aatief7 h1mselt as to whsther the Germans 
could l ive up to it. He also eaid he would give 1t 
careful coneiderat1on and let me know. 

I t old h1m that I was partioul&rl7 a nxious to 
continue a:~ polic7 ot giving the O.rmane more than an 
even break. 

259 
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Dr. • a'lora, "'"' S...0'-7 ot .,. ..._ -...,, .-llot. •• • 

otn.o '"' ...u. "u- ... _.._., -~u., ••,..... 
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'"*'...,' la all ._, ~ ..U -.. 

1o ttn•....,. ..._ u ..u lot ,.ealuo "11- s.o,.""'"-1'1~ 

•' ._ ••.UU.-1 a ,or -· ....... ll ... - n I Mlolr Ia 

&ollon -. tno "'*~· I _ _. Ilia ... , _., w 1oooo ..,., JI'IJ 

,.,..,. "'"' .. ., ... uoo1 ..-..,. 1oooo •oot..a. 

T u- .,_ -. ... , ldo -= • lo _..... ... , ll ..Ul .._. 

'11.-u, M - wUil - ._..,. ••- ll .., •- - 1'1...,, IIIOUtl-

•U•, ,. ... , .,,..... a- •• -• _., -•· llo ~ ,..., *' 

IIIIo --. - ........ ........,.., ,.w ..... - ·-"- ...... -·-
... •rt.r 1ooo .uon .. ldJo ... , - • '" • JlftOUool- tor • a 

" ...... - ,...n. " ........ ··- ....... ._..... -- , ... 
a.u... ., ,_.,. -... lt ••a " " *'* tloolr t.-1 ao= 111 -

..,.... t~oo ••u' 'ot , .. ., ~ owll .. ..u"' 11...,. euu; - • • 

""nu.o.• ... a.,_ _, ..Ut&.-1 ..,...,, • .,. __ lo .,. , ..... 

l'l)ool .............. -.1...., ....... ll ,all' =·· ..... 
"-· .................................... ---··· ..... --.-ft .. 

tel " , ......... ' ., ...... " .. ,__ - ............. tw ., ...... ... 
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.,.,,1111 
(J1&ntdl w. R. lohnson 
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!S"fr'Atl 
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""' hnftU7 ot •• .._ ........ b ••••• ,_, Al!l .. 

J)opol'J o-laolOMr at a. ..... , *1•111 !Clot plaH • ApU G. 

I .. .,. tl_ .... !aa .. oau- laftl..t •• •• 11 • ...,. ot ... ,. 

.. 1\ 1a - ._., tllla! •• •!!• ~~ .,..,riokl)o 'to ~ .. lt ,.. 

""111 l)epo!)' o-laa1our ot O.Otou lat._. •• .Ua! lwnki'J ot !ta 

o- .... ., !to! lt !toe- '"'•= ... -• • 1!a •• laU1aUft tat .. 

•• aoU• u w1U doUIIPl !M .,.....,_ *1M .... 1! _..,,.1'7 t• !tia 

'"-' to "-"• -•-'liD& tu\1 .. ·~ '-~rta, at •1• 
llotw ! .. •Uot1 .. tllla! !to Mj ... 1-.lllo ..... 1- llilft la toft ..._ 

--utaa -····· ....... ,_, to ... rln! ..... ..., ot •• 

'- .,..._, ..U ot - .Uo 1! olod taa! -1• .-lt aan !o 'to 

'""-lr tboe-Oeow 
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Personal and 
confidential 

1111 dear llr. 8eoreta17: 

DEPARTMENT Of' STATE 
WASHINGTON 

1187 10. 19:59 

' 

276 

The Department haa atudied With attction 1be 

eeaorandua transmitted by the Treaeur,y in regard to 

tbe oonvereation between Dr. W11hela Tannenberg, Piret 

Secretary ot the Gel'llan Emb .. ay, and llr. W. R. Johnaon, 

Acting Deputy Commissioner ot cuatomc, which took place 

on April 21. 

I have dieoussed the queatione involved with the 

Secretary ot State and it ia our thought that the mat­

tar e.1ght appropriately be handled it the Acting Deputy 

COQmlaeioner ot Cuatoae intormed the Firat Seoretar.r of 

the Oel'llan Embaeay that 1t the German Ooveraaent on ita 

own initiative takea euoh action aa will abolieh the 

praot1oee which made 1t mandatory tor th11 Oovernaent 

to 1epoee countervailing dutiea upon Oel'ID&n exporte, and 

thie Government wae satisfied that the objeot1onabla 

The Honorable 

Henry llorgenth.u, Jr. , 

Se~retary of the Tre.-ur7. 
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praot1eea haTe in faot been abolhhel, thU GOYei'DIIeftt in 

auoh eTent would rae o1Acl the order 111poa1JI& the oOWiter­

>'&111ng dutiea. 8uoh atat•ent to the Piret Seoreta1'7 of 

the German Embauy would of oourae malta it olear that ac­

tion would han to be t~en by the Gel'llan Gournaent uni­

laterally and upon ita own in1tiatiTe and that no agree­

ment between the t wo GoTermaenU wae inTolTed directly or 

1nd1 reotly. 

A8 moat recently deeoribed in telegram No. ~0' of 

&7 2 from our Eabaea;y in Bel'lin, there &PP•are to be 

firmly establ1ehed in Geraan7 an all-per...aa1Te direct 

and indirect eyetem tor tacUi tat1Jlg export a. Even if 

the German Go>'ernaent wUhee to exel!pt ita export& to 

the United 8tatea from the eftecte ot thia a;yatem, there 

would remain the queetion of how ettect1Tely Germanr could 

prohibit, W1 th reference to export• to the United 8tatee, 

the d1tterant practice• and prooedure• tor enabling German 

produota to oo11pete on a pr1oe baeie 1n foreign oountrua. 

It would appear that 1t muat be difficult to deTi .. auu:r­

anoee that the Genoan •7•t• will not reault in bount1ea 

or granta on Tarioua artiolea Which would 1n the tuture 

make the latter aubJeot to oounter...e111Dg duUee under llao­

t1on 303 on groun4a different from thoee oo•arel in the aa­

auranc .. g1Ten b7 the Gel'llaD GoTernaant i n AugUat 19~ or 

Whioh would be ooTered in add1U onal aeeuranoee directed 
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toward the praoUce• oo••re4 b7 the a oat recant c0Wltel'­

va111DC 4ut7 order, 

The qu .. t1ona ra1ae4, both .. regarda the particu­

lar ,. .. urance 11ent1oned b7 Mr. Tannenberg and b7 the 

more general aepeote of the Geraan •J•t .. , are largelJ 

ot detalled and teohllical l egal ohe.raoter W1 th1n tbl 

t1tl4 of legal interpretation of the reeponaib111tiee 

ot the 8ecret&rJ of the Treuur7 under the aandat o17 

teru of 8eot1on ~. an4 I t1n4 1t 41ff1oult, Without 

the nece••&rJ etud1ea, to e a 4ef1n1te 

•• 
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.... ...,. Yell !II .f.IDI !Wf 

.lltlloll&llit la &ppou'Gt tbat tb&H i .a aUll tu.l7 

.. t&blUJ>o4 ia 0.~ a qat• tor taoilitUI.Dg &X»>rt& 

whloh ie eo all penaain u to Mko U dlttioult tor tho 

0....... 00Yol'DIMI1t attaotinlT t o dorloo uuurea to ~t 

ita oX»>rt• to tba unito4 Stat .. rra. pr .. aat praot ioaa 

0114 prooa4urea wbioh I>&Yo keD a4opto4 to ... 'ble O.l'Mil 

pro41lo\o t o o~o OD a prioe IIdia abroad, uOYortbal ... 

we roo-a tl>e t ollowill&: 

'l'l>at tba Aoti.Dg Daput7 c-i .. iODor of Outou illto,.. 

tho nret Baoratar7 ot tba o.r-n ..,.••1 that 1t tha Cler-

would aboliah t ba praotiooa wbiob aa4o it un4ator, tor 

tbia OOnrDU~~~t to iapoaa ao\llltonailing duUoa upOII Ger­

MD axporte, ud t bie OOYel'IIMilt wu oaUot1a4 that tha 

.obJaotiQD4bla praotioae 1>&4 ill taot bean aboli a1>14, tbia 

OoY&rmllllt ill ROll annt would ~~~ tl>a order llqloai.Dg 

tho ooatan&Uing duUaa. Suo!> nat-t t o uo nret 

8aorat&r7 ot the o.r-n ~a&&7 would ot oo..rao aol<o " 

oloar tbat aotiOD would !>an to be """ bJ tl>o O....U 

0oYOX'IIIIMlt 'GililahrallT IJl4 1q>CIIl ita OWII WU&UYO &ad 

tJ>at 110 a&J'O-t botwo811 tbo two Qoya%'1111&11\1 ftl iATOlnd, 

d1raotl1 or indireotlT• ~ho 7iret Soorotary would turther­

..,ro 'oo oauUODo4 tl>at all<>u.ld tbia OOnruaAt ~ tha 

•-tanaililll dut1oa uudar tJ>• o~tuo .. .. , forth , 

ouob aotioo oould uaturall1 not liait the ~paoa1b111t101 
ot 
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ICy dear Kr . Seoretar7: 

DEPARTMENT OF STATE 
WASHINGTON 

• ., 16, 111311 

In aooordanoe with our telephone oonTereation, I 

aa eending 70u herewith a auggeated aeaorandua to be 

addreeaed to the President b7 the 8eoretar,- ot State 

and b7 7oureelt with reterenoe t o the iapoeition ot 

counterTa111ng duties upon ~raan goode. 

You will eea that th1e aeaorandua tollowe Yer7 

oloaal7 the linea indicated in .,. l etter to 70u ot 

283 

Ma7 10. The 8aoretar,- or State hae signed the maao­

randum and it 1 t meet a vi th 70ur appro Tal , I would aug­

geat that it be aent to the Preaidant without further 

delq . 

Bel18Ye me 

Enoloaure: 
Meaorandua tor the 
Preetdent, 

The Honorable 

Your a 

Henr,. Morgenthau, Jr., 

8eoretar,. or the !reaeur,., 

• 
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• ••••••••••
••••••••••

••• 0 • •••••••• • 

In the ~tter ot · 

GeriiiiU1 Oounten&1Ung Dut1ea : 
••••••••• 0 0 • •• 0 •••••••••

• 0 •• 0 ••• 0 •• 

PRESENT: 

lraahlngton, D. C. 
Frida7, ~y 19, 1939· 

fhe aboTe-entitled matter oaae on tor 
d1aouaeion at }145 o'olook P.M. 

Huntington Cairns, Esq., Aaat. General Counsel. 
w. R. Johnson, Eeq., Acting Deputy Com31aaioner 

ot Customs. 
Dr. Wilhela !annenberg, let Secretary, German Embassy. 

IIR. CAIRNS: I believe you saw Ur . Johnson on 

Ayril 2lat, Dr. Tannenberg. He atud1ad very carefully the 

matter t hat you took up with him and aubmltted a report 

and r ecommendation to the Treaaury, and we have been studying 

1t aince . Ot oouree, we have to interpret t he countervailing 

duty atatute i n accordance with 1ts terms and 1n the light 

ot t he contr olling Judicial deoiaiona. 

It lhould be underatood, I think, at the beg1nn1og 

ot our talk thil arteraoon, that t he rea:'-llt ot the oonver­

aation doea not 1n any way imply negotiation or agreement. 

I think the beat thing tor ae t o do·ia t o atate, in awamary 

to1'11, the oonolue1ona that we haYI reached, interpreting 

aeotion J03 aa I have Juat indicated. 
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The tirat concluaion ia: 

It t he Cle1'1111Ul Government, on ita own initiative, 

took auoh aotion a• would abolish the praotioea which made 

it aandatory tor this Government t o impoae count ervailing 

dutiee upon German exports and thia Government was satietied 

that t he obJectionable praotioea had, in tact, been abolished, 

thia Government, in such event, would modify the order 

imposing the countervailing dutiea. 

The aeoond conclusion 1a: 

It should be understood that t hat aotion would have 

to be taken by the German Government unilaterally and upon 

lts own initiative and that no agreement between the two 

governments is involved, directly or indirectly. 

It also should be understood, and this is my third 

and laat aummary conclusion, that: 

Should this Government modify the countervailing 

dutiea under the circumstances aet forth, eucb action could 

naturally not limi t t he responaibil1tiea of the Secretary of 

the Treasury under section 303 in t he event that other 

praotioea resulting in bounties or grants are utili~ed by 

German:y. 

Now, Ur. Johnson, do :you want to add an:ything to 

tbaU 

MR. JOHNSON: I think the nat ural q,ueet1on ot 

Dr. Tannenberg would be what we mean by aod1t:y1ng t he order. 

IIR. CI.IRNS: I think J.:r. Jobnaon made it clear to you 

that it would be Lapoaaible to reaoind t he order. Did you 
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exPlain that to Dr . 'f&~~nenberg at the laat conterencet 

UR. JOHHSOIII Yea. 

DR. 'fANNE!fBERG: r... or cour .. , I would Uta to 

set it entirely atraigbt ao that I will undaratand what you 

mean . 

UR. Cl.IRN8: Yea. We wiah it to be entirely clear 

to you. 

DR. 'l'ANNE!.'BERO: At our conference - - ot couree I do 

not remember t he date , but at our conference, atter we 41&­

ouased the scope or the decision, I inquired whether we could 

obtain a modification or that decision it that procedure to 

which the Attorney General's opinion objected would be 

abolished. Our opinion baa been, according to our own atudf 

ot h1a opinion and deoUion or the '!'reaeury Department, that 

the opinion ot the Attorney Oenernl waa directed exclusively 

to the so- called Inlandall:onto procedure; nacely the sale ot 

American products to Germany at the German market price, 

which was above the world market price, and t he uee or the 

proceede or the aale tor t he payment or merchandise brought 

into this country. '!'bat ia what I always understood, and 

t bat ia what I made clear, that t hat ia the baaia or the 

Attorney General'• opinion, and, coneequently, ~ auggaetion 

was that it we eliminate that procedure, there 

opinion, be no turther vounda tor iii])OUng oounterva1llng 

dut1ea on Oar88D iii])Orted goode. 
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I.!R. JOHNSON: Pardon me, Dr. 'rannenberg. 'l'hat 1a 

the real reason tor point number three here . 

DR. TANNENBERG: Yea. Now, I aa1d that the principal 

question w1th wh1oh we ara concerned 1a t he general twenty-

f1 ve per cent deposit on all dutiable German goods. I said 

we did not want to argue about t he dee1aion itself, We have 

applied this procedure aocording to our own understanding or 

the deo1a1on ot the Treasury Department, during t he past two 

years . ' e have been under t he lmpreaaion that thls procedure 

o~ ua1ng the proceeds or the sale or cotton and copper i n 

GerOBny tor payment or German goods to be i mported to this 

country waa done with the approval or t he Treasury Department, 

and I aaicl "Now, the At torney Genernl has made hie deoision, 

we have nothing to say so tar aa the decision is concerned; 

all we are interested 1n is t o find a methocl or doing trade 

with the United States, under which the remaining trade can 

be carried on as unmolested as poaaible .• And! said, 'It we 

repeal those decree& and orders which eatabliahed t he 

Inlandakonto procedure, and 1f we do not make u3e of that 

procedure any more, then, in our opinion, there would be no 

furt her justification tor the application of countervailing 

duties. • 
I understood at the tlme trom what A~ . Johnson 

empbaal~ed that, or oourae, our d1aouaa1on wae not on re­

scinding the decision, but our d1aoua110n was on a problem 

aa t o whether t he requirement or depo11tlng twent7-tive 

.... 
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per cent or the counterYail1ng dutiea could be d1epeneed 

w1 tb on our a .. uranoe t.hat the Inlandall:onto procedure would 

henceforth be no longer ueed. That waa the question. 

UR. JOH!ISON: Yea. 

DR. 'l'ANNENliERGs And I referred briefly to the 

countervailing duties imposed upon dairy producta !rom the 

Netherlands and the deolelon which waa baaed on your t1nd1ng 

that tboae dairy products were aubaldlzed by the Dutch 

Government, and I referred to t he tact that thet daclaion 

was repealed on t he auurance or the Dutch Goverflllent that 

henceforth no f urthe r subsidy would be granted. 

It t he Attorney General now !inda that a preal.um 

pald on American ootton, as he puts it, or aa we put 1t, the 

use or proceedS or sale or cotton 1n Gerlll&~ above t he world 

marke t prtce, i mplies or involves a grant or a bounty 

within the meanlng of eection 303, than we aay 'All right; 

let ua abol1ab the entire procedure.• We started the pro­

cedure on the aaaumpt1on that t he Treasury Depart aent had 

approved it. We never would hove started 1t 1! that bad not 

been t he oaee. It the Attorney Genercl now !1nds that th11 

1s a matter wh1oh involves the bestowal or grants or bounties, 

then, or oourae, we ~ant to diecont1nue the entire procedure, 

and !1nd out whether 1t would not be possible to carry on 

trade between the two countrlae on a etralght dollar or tree 

re1obeaarll: baa1e. 

'l'hat waa my auggeatlon at the t1 ... 
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IIR. JOHllSON: Pardon me, Dr. 'l'annenberg. Did I not 

understand you correctly in that conversation to go just a 

little further than you state now, and to state that 'your 

Government was prepared to take measures to insure that all 

exports to the United States would be financed on a wholly 

f r ee exchange baeis? 

DR. TAN~~NBERG: Yes. I said, that i n my opinion, 

thi s pr ocedure was the only basis under which ultimately the 

i~rter received a certain discount on the purchaee or 

Ger~n goods. It that ie el1o1nated the only basis tor doing 

trade i s to pay in dollars or in tree reiohsmarl<a, and, 

consequently, when we repealed those decrees , the only basis 

tor carrying on trade ~th t he United States would be to 

provi de for payment in dollars or reiohsmarka . 

IIR. JORl\SON : Free rei ohamarlts. 

DR. TA!Il;"::NBERG: Free reiohsmarlcs, and, of course, we 

would be entirely willing to proVide e nd see to lt thAt 

Ger:JIIln goods are sold in this country only against dollars and 

free reiohsmarks . 

IIR. JOHNSON: Just as a matter of my own information, 

do you regard the so-called dividend marks as tree reichamarka? 

DR. TANNENBERG: I personally would. For instance, 

t ake t he case of Gener al Jl.otora. Tha t is not a matter of !1JY 

concern, but take the case of General Uotora. They sell 

r ubber to Germany, that is, to their Opel Works . They ship 

r ubber w~\ch they buy in t he world'• market into Germany. 
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It i a put into tiree, and their tir e• are put on the care in 

Germany. They reoe1•• no foreign exchange for rubber . They 

receive payment 1n reiohamarke on their own account, and, 

as far aa I know, they are of the op1n1on that th1a ia t heir 

o-.n money for wh1oh thay put in •eluable raw ~~&terial. In 

other words, they put gold into Germany and they ought to 

be able to withdraw 1t at any time. Now, ae I said, we cannot 

PaY for the rubber 1n dollars. We pay for 1t in r eiehamarke. 

The reiohamarke are credited on their account, and are held 

in Germany. 

WR. CAIRNS: Exouee me a ll1nute . Who owns the OpeU 

Works' 

DR. 'l'ANllENBERG: General ILotora. 

MR. CAIRNS: So they receive payment tor t he rubber 

in the form of d1videndet 

DR. TA.!WENBERG: No . 

MR. JOHNSON: Dr. Tannenberg 18 talking about one 

account General t!otors bas 1n GermanY, and I was talking about 

another: But let ue pursue th1a first account . 

DR. T.t.Nt.J:NBE:RG: Y.. . Of course, the Opel 

an independent entity. They paY for the rubber that they 

reoe1ve from Gener al ~tore, althOugh t hey are a sube1d1ary 

of General COtora, and, conseQuently, there are account• in 

Germany upon which the proceeds of sale of rubber to the 

Those are merchandise aocounte of 
Opel Worka are credited. 

Gener al ~otors in Gera&nY• 
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UR. OAIRN81 I a there an o• er prioe on that r ubber? 

DR. T.\IJNV-'IBIRG; Mo . 

MR. OAIRN81 That rubber ia purohaeed by the Opel 

lorka at the world market price. 

DR. TANNENBERG: At the world market prioe . 

!JR. JO!ClSON: And 10 cred1 ted on the ap.,1 booket 

Genera l motore would get marks to pay tor the rUbber on t he 

basia or two and a halt oarka per dollar on the coat to General 

! .. otors or t he rubber, and no proti t a t all in the tranaact1on. 

DR. TANNENBERG: I had a talk tb1a morning w1 th the 

representative or General Motors. That is the reason I 

mentioned rubber first. 

UR. JOHllSON: llr. Carrollt 

DR. TA.~PENBERG: No; no t ~. Carroll. I t waa 

Ur . Stemm. He mentioned these accounts to me, and h~ aa1d 

' Those aooounte are gold marks so tar as we are concerned. 

We ship the rubber to Oermanr. We recai•e the purchase 

price in reichamarke at the r ate or rorty cents to one 

reichsmark, and this is moner wb1oh 1a forty-cent •r!ts to 

us.• To the beat of my knowledge t here ie no over price, 

because I do not 888 wh1, under thoae cirouastances, the Opel 

Works should pay any over prioe on the rubber. 

IIR. JOBNSOII : Well, t here is a very good reason •h:,...., 
they ahould. . It t hey send in rubber to the value of a 

hundred dollarl, at 8 cost to t hem of a hundred dollar• , 

and get credit tor two hundred dollars wor th of rei cheaarke , 
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wbich could be expor ted 1n lllerohandiee and eold to this 

country at, aa;r, a hundred and fifty dollare, t hat would 

offset eome of t he other reooveriea wh1ob they could not 

make !rom Germany, and there would be a ver y etrong induce­

ment to take credit at an over price in that connection. 

IIR. CAlliNS : .Lre tbe reiohamarka that they receive 

1 blocked1 f .Lre the proceeds utili~ed only f or the purpose 

of exportet 

DR. TAli!IENBERG: No. 

IIR. OAIR!>S: .Lre t hey free to · take t he re1chsmarltaf 

DR. TANNENBERG: They cannot , because t hey can not 

get any foreign exchange. 

YR. CAIRNS: That 1a an additional inducement, ie 

it not? 

UR. JOHNSON: !.!ay I explain !D:f under standing of thaU 

Ther e i a no "block". As far as the account atande, the Opel 

booka merely have a debit, but as Op~l aeta aside that money 

and tranafera it rroa ita own title and poaaeaaion to the 

tltle and poaaeaaion or General ~otora in Oeroany, l t will 

then be "blocked" as a forei gn holding . I s that correctt 

DR. TAN!~NBERG: Yea; they ~ould be. Of course, you 

ha ve to unders t and this, t hat every credit ln Germany that 

belongs to a foreign creditor cannot be withdrawn, and in 

that reapeot 1e •blocked• . It cannot be withdrawn, becauee 

no foreign exchange is available tor those credi ta. 

11 the reason. 

Tbat 
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Ill\, JOHliiON I HoweYer 1 t 11 contr olled, 1t 11 wllat 

n call a 1 bloclted1 acoount. 

DR. T~NE!IBERG: Y... I n the broad aenaa ot the 

word, 1t 11 ' bloclted•. There'• no doubt about that. But 

as to your other queation, 1t General Kotora would receive 

a higher pri ce tor the rubber than the world market pr1ce, 

would then the opinion or t he Attorney General apply in 

any way? 

YR. CAIRNS: Yea; it would. 

IIR. JOB!ISON: Clearly. 

DR. TANNENBERG: Conaaquently, I am not talking 

about such account. I said, if General Motors ablpped rubber 

to Ger~ny, and i f they received the world aarket price 

for their rubber, becauee we can no t pay them in foreign 

exchange, and their money is held in Germany because or 

that l ack or foreign exchange, then I reel they could take 

it out 1n the rorm or goode without any interference on 

the part or -- now let me aay the Customs here. I mean 

without violating any or the rules and regulations o! the 

Customs Department. Thei r position 1e that •we ablppad 

good raw material to Geraany; we oan not receive torelgn 

exchange; wh7 can we not talte out tbls money, these 

reiohemarl!.e, in the toX'ID or Gernen goode, lt we ~~&toh the 

world market pr1oe ag&lnat the ho,_ aarltet price or German 

goode'" 
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IIR. JOHNSOJI: IT 0D17 polftt right there 1a that that 

aituation is one that would reqUire either a spot oheok or 

some sort or an investigation by our Trea1ur7 agent troa 

time to time. 

DR. TANNENBERG: Yee. 

MR. JOHNSON: Because, as I see it, there is a atrong 

inducement there to operate on a pre~um basis, Y1e-a- v1e 

General Kotors and Opel; it would be a etrong inducement tor 

General l!.otore to liquidate u much as poaeible ot i te u.rk 

assets through the medium ot exceee credits tor shipment ot 

goode into Germany. • 
DR. TANllENBERG: But I understand the oplnton ot the 

Attorney General clearly applies to any such transection. 

As I Bald, we discussed a case thia morning where the7 shipped 

rubber to Germany and received t he equivalent in reichamarks 

and the world market pr1oe in the torm ot credits in Germany, 

and where they desired to liquidate these reichsmarks by 

tak.l.ng out the German merchandise they can use 1n their own 

factories, like wheels tor Chevrolete, whioh, atter all, ia 

a ?ure barter or merchandise against merchandise, only that 

the world market price tor rubber is credited to tbetr account, 

and that account 1a liquidated against German merobandiae. 

UR. CAIRNS: The case you l~ve given 1s not wiUhin 

the scope ot the Attorney General'• opinion. 

DR. TAl1llENBERG: No. 
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MR. CAilUII: And auWII1ng that no other aubUdy 

enter• into it, either by way or exoaaa goode or otherwise, 

section }0} would not be applicable. 

DR. TA.~NENBERG: Yee. Uy answer to that question 

is that I would consider any sucb account as a tree 

reichemark transaction. 

WI\. CAIRNS: But J!r, Johnson had in aund, I think, 

a different oaae. 

MR. JOHNSON: Opel declares dividends, which are 

credited in an account in Oersany to General ~tors tor such 

use as General ~otors may desire to make or the marks. 

DR. TAN~~BERG: Yes; and there my i dea is this; 

General Motors invested a very substantial amount or money 

1n Germany tor t he building and completing ot the Opel Works. 

That money was invested in tree relohamarka. That 1nvest­

oent in Germany, ot 'course, flxlsted .l,n the form ot plants 

and industrial output. Now, that concern declares dividends, 

Yhloh are credited to General UOtora ~· their ahare 1n the 

protlta ot t he concern. 

J.IR, CAIRKS: lo!ay I aalt you there whether the OerllllU\ 

law ragulateathe amount of dividendi payable. 

DR. TANNENBERG: Yea; a1x per cent. 

J.IR, CAIRNS: No mora than six per cent? 

DR. TANNENBERG: No more t han 11X per cent. You 

see, any d11r1denda in excess or a1x per cent must be invested 

Regraded Unclassified



205 
- 13 -

1n ~rlUJI seourl ties under the law. An.d, of course, they 

are not part and parcel or dividends. So the dividend which 

Opel declares i s a limited dividend, which 1e credited to 

Genera l Uot ore in Germany, and here, aga in, my opinion i s that 

1a money wh1oh does not involve payment of a premium or the 

bes towal of a grant or subsidy by the German Government, 

because it is a re t urn on the original dollAr investment ot 

~neral UO tors. Your questi on, ot course, implies that 3eneral 

..otora or Opel might go abead and declare a elxty per cent 

u.l.vidend . 

UR. J OHNSON : No, Dr. Tannenberg , my question ie 

aimed solely a t olarif1eat1on ot your uee of the term •tree 

r eichamarka•. 

DR. TANNENB~RG : Yes. 

MR. JOH::SON: I wanted to make sure that you were 

not excluding dividend mark traneae tions and transactions 

ln mar ks received by a resident ot the United States from an 

inheri t ance in Geraany, or things ot t hat eort, which, to 

ay concep tion of t he matter,ar e "blocked" funds and not 

free reiohamar~s . but which are equally held a t a fort y cent 

value by t he owner who is resident out8i de of Ger~ny . 

DR. TJ.NW!:NBERG: !Jay I say th18, tha t I 1':0uld 

include , aa a matter of our discussion here today, in the 

"free reicha~rka• all t hose moneys tl~t ere legi timately 

derived from either sound investments or the sale of goods 
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in Germany at world .arket price• and are being used by the 

original owner !or his own aooount, and wbioh are held in 

Gernany simply because or the !act that no foreign exohange 

18 available to e!!eot t heir tranefer. 

Now, in the inheritance caee, an American citizen 

receives a certain legacy, we will aay, !rom a German estate, 

five thousand marks. That is hie own money. v:e can not 

transfer it, beoauee we do not have the necessary foreign 

exchange. Consequently, a l l he can get is ooney in Oer~ny, 

'lbiob be can use in German;y. Now, why ebould this man not 

l eaving aside our own consideration in Germany, but !rom • 
your point or view, -- why should not .this man be in a poeiti&~ 

to liqu.idate hie original holdings by German goods, just as 

in the oaee o! General Motors? And the same is true i! 

somebody ships merchandise to Germany and receives the 

equivalent or the world market price and the present r ate 

of exchange. Why should he not be able to liquidate t his 

money !or his own account by t he purchase of GerCI&n goode? 

The objection which I find in t he Attorney General ' s 

opinion to our previous procedure is t hat i! a premium ie 

paid, ae he said, above the wor~market price, or i! t he 

purchaeermakes use or the Inl andekont o marke t price, which 

is above the world market price, t hen t hat diff erence in 

his view, would be a bounty or grant • 

.IIR. CAIRNS: Doctor, may I aok you a question to 

cl ear up one point t here! 
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11!\. 'I'ANliENBIRO: y ... 

JU\. OADUIS: When aurplua dindenda are lnnatad 

in Gover nment bonde, tboae Government bonda are not marketablet 

DR. T ANNEJIBERG: y ... 

I!R. CAIRNS: Suppoae Opel p!Ud a dividend ot 6o 

per cent and 54 per cent waa invested lh Go•erlllllflnt bonde, 

how wo uld that extra 54 per cent be controll edt 

DR. TANHENSERG: I can not give rou a detinlte 

answer, but as tar ae I remember and know our law, it muat 

be held ln a porttollo. or course, I can not give rou anr 

further 1ntormat1on on that . The ldea 1a t hat concerns ln 

Oeraanr that make a prot'lt ot more than 6 per cent, "'hlch 

1s considered reasonable, should inves t t he coney ln German 

bonds, because they realize this profi t aa the result ot 

extreme aot1v1t1es on the part ot t he German Go•ernment. 

As I remember l t, t here is a detinlte proportion wblch muat 

be held by the aompanr tor account ot their etockboldera 1n 

deposits, and t hey may not be used tor a long period ot time. 

It, tor instance, there would be a compan7 in Oeraanr that, 

in order to aae1st exports, would declare a dividend ot 6o 

per cent, that caee, ot' courae, would not be covered by our 

remarks . I am speaking ot all legitimate reasonable trana-

aotlona , ~era t he moner --

UR. CAIRNS: rree commercial traneaotlcna. 

_,.. • .,.. Yea - - ~re the 110ne7 ia ai11Pl7 
DR. TA)It,,..,.,..,~: 

• 
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~eld as a result or the laok ot foreign exchange, and where , 

1t we had the nor-.1 foreign exohangea, the tranater would 

be i~~ediatelr erraoted. 

MR. CAIRNS: Ia your question anawered, Mr . Johneont 

IIR. JOHNSON: Yee. The next point I have 1n llll.nd 

comes under number three or your oonclusiona as to poaaible 

future deTelopmente. I think it is clear froa our knowledge 

ot the economic situation in ~rmany and the difference 

between the German price l eTels and the world price leTele, 

t hat there is every inducement tor traders to avail themaelvee 

or subsi dy devices ot all kinde. Por example, on diTidends 

or inheritance marte, thoae are frequently held by people 

who are not interested in importing German goods in regular 

channel• ot trade, and they would like very much to sell 

those marks a t very substanti al discounts . That i s not 

feasible a t t be pr eaent tice, but t here are transaction• 

t hat come so close to t hat t hat a practical ~n cannot very 

well tell the difference. 

There are also eituat1ona, auoh aa we encountered 

in the importation or ethylene dlbromide t roa Germanr. in 

which a ooapany in the United States was subsidizing the 

export ot e thylene dlbromide trom Gern~ny as a rather 

i ntricate ~an• ot liquidating certain ~k accounta. 

In those aituations, in the interest of both 

Governments I bel1eTe the activiti es of our repreaentatiTee 

in Geraanr should be facilitated in eTery way possible. At 
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the preaent tiae, they very definitely are not being 

facilitated. How, that ia Just a tact tor practical con­

sideration in th1a matter. I think there ahould be 

e11phasized at this point the deeirability ot facilitating 

tnvest1gatione, in order that operation• can be en the baaie 

ot understood facta, with ae much ot the element ot rumor 

and mie1ntormation as possible eli minated. 

DR. TANHEh~EP~: But may I aay, in regard t ~ 

KR. JOHNSON: Do you recall t he reference to that 

Netherland• ordert 

DR. TAHNENBERG: No. It was recent, you know. 

!JR. JOH!ISO!I: Ot courae, th1e u not any matter 

that is appropriate tor negotiations, and I am not talking 

about any t erms and conditions at all. 

OR. TANI~NBERG: Yes. I mean ao tar aa t he work or 

t he Treasury attaches and Treasury agents are concerned, we 

can adYiee our Government ot your wiahes because we bad no 

ldea t hat what you said --

MR. JOHNSOtl : You might not e•en call them •wtahea" • 

They are a~erely obeerYatlone on the ei tuatlon. 

DR. TANNENBERG: Yes, I understand. 

L~ . CAIRNS: Are there any queetlone you wish to aek, 

or ia it entirely clear to you? 

DR. TANIWBERG: I was Juat wondering wbether I 

made myaelt entirely clear in ao tar aa my opln.lon as to 
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reicbesarka 11 ooaoerna4. 

MR. JOHNBO!II Y .. l I tb111lt eo, 

MR. CAI!U181 Y .. ; I tb111lt 7011 ben. 

DR. TAliNEliBERG: You 11ent1oaed the .. le ot aocounu 

in Germany to others. It 11 clearl7 understood t hat 11 

covered b7 Attorne7 Oeneral 11dBc1e101ot June 2, 1936, wherein 

he held that all euch moneye or accounta sol d to other• at 

a d1acount would inYOlYe beltowal ot a bcunt7 or grant .n tb1n 

the meaning ot notion 303. I wae speaking s i mply ot reiclb.la~U·ko 

ored1 tl in German7, orig1nall7 owned b7 people who obtained 

t hem legitimately and that were realized upon legitimate 

transactions in Oerman7, ae, tor instance, the proceed• ot 

sale ot rubber, i t t he sale• were etteoted at world market 

prices . 

I haYe two questions, and the firs t, or course, 

would be with the understanding that there is no agreement 

on any matter, but an exc!Utns e ot viewa as to what 1111ght 

properly be done. Wou~d t hat mean a modi fication of the de­

cision ot M&rch 14' 

MR. J OHNSON& I think I can state that b7 way of 

illustration. Bounties haYe heretofore been peid on certain 

products ot a certain countr7 expor ted to the United Statee . 

We ere eatietied that einoe a certain date t he pa,.ent hae 

been diaoontinued; t herefore, a new notice will state that 

the order will not appl7 to d1reot ablpments of the Uni ted 

States mada attar t hat date. 
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DR. T.UNEMBERG: Yea. 

I.!R. CAIRNS: We are now eathtied t hat t he Go•ernment 

in that country hae in taot already eliminated payment or 

sub81d1ea. 

DR. TANNENBERG: !low, 1t we would repeal the 

Inlandakonto procedure, t hat ie onnoel a l l orders and decrees 

es tablishing t hat procedure compl etely, would it be reasonable 

:o aesu:• that t hen counter•ailing dut iea would not be imposed 

upon dutiable German merchandise i mported into this country, 

wnere payment ie made in dollars or i n tree r eichamarks, aa 

I have defined them? 

J..:R. JOH:lSON: That 1a true, but I think your question 

is r eally whether the 25 per cent depoeit would be requi red. 

DR. TANNENBERG: Yes. 

MR. JOHNSON: Yes; and t he aeoond point i s equally 

true . Our answer to that would depend upon certain other 

thing• t~~t are not included in your question. It you 

cancel your decrees and order s &nd aboliah the Inlandskonto 

procedure today, t here ~uld still be money in Ger many 

belonging to residents of United Statea, derived from the 

sale ot merchandise in Gercany at a premium. Ia that true? 

DR. TANNE~~ERG: I t may be eo; yea . 

I.IR. JOHNSON: Any merohand1Be tinanoed w1 th that 

money would benefit Just as much trom a bounty or grant as 

though the prooedur~ had no t been ·aboliahed. 

t rue? 

Is not t hat 
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Jllt, !& .. liN RGI ror 1nnan~, lf w 110uld leaYe 

al1de tor tbe .oaent ou aet of oa••• I be'le 1n a1nd, 1f w 

would not onl:r abollah tbe Inlandakonto procedure ooiiJ)letel:r, 

but would also 41aoont1nue an:r peralta or forbid tbe 

payment of merohand1as imported into the United Statu 

subsequent to April 22n4 out of the old Inlandakonto, would 

that satisf:r :rout 

WR. JOHNSON: 'llh7 do )'OU uae the word 1old1 t 

DR. TANNERBERG: Becauae :rcu refer to 

procedure . 

WR. JO!rnSON: That 1a r1ght. 

DR. TANNENBERG: You eee, we d1acont1nued the 

procedure, and there can not be an:r new Inlandakonto eatalolllab 

YR. JOHNSON: Ie your question •wnat would be the 

result 1f you took effective measures to prevent the exporta­

tion of goods to the Un1 ted States l"bich are to be paid for 

ot herwise than 1n dollars, free re1chsmarks, or so- called 

d1v1dend marks, and so forth, of the kind we are talking 

about?' 

DR. TA.NNE1<BERG: Abaolutel:r. 

MR. JOHNSON: Is that oorreotl:r restating :rour 

queet1cn? 

DR. TANNEN:IERG: Yes • 

MR. JOHNSON: There would be no reason tor an:r 

depoait of eet1~~ated counter'lailing dutiea on exports lea'l1ng 
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Germanr after that new eltuatlon eZleted. 

lo!R. OURIIII Doee that anewer row- queet1ont 

Ill\. 'lAliNEHBERG: Y11. 

lo!R. JOHNSON: lbat t here U no reason tor doing 

would not be done. 
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DR. TANNENBERG: l!y queetlon is th1a1 Would 1 t be 

announced ao t hat the importer would know - -

JiR, CAIJilfS: Ot course, we would luue a 'lreaaw-r 

deo1al.on. 

DR. TANNENBERG: I mean would 1 t be mod1t1ed to euoh 

an extent that in all euch tranaactione as you have described 
• 

no depoei t or 25 per cent countervailing duty will te requJ.redq 

lo!R. JOHNSON: I am not aura that we are talking 

together . It would be i mpractical, as I see it, for us to 

J.oeue anr announcement that no official ~epoeit would be 

reqUired on transactions financed in a certain manner, tor 

the reason that our exploration or the matter led us to t he 

conclueion that we can not tell prior to any entry how it 11 

financed , 1! there are tso syetem1 ot flnanolng or more then 

one ayatem ln vogue. Therefore, to &ll mlnate the deposit 

reqUirements it would be neceeeary to eli minate the trana­

actlone altogether. 
J.:R, CAII'U:S: WOul~ 1t be alll!)ler 1! rou stated -

DR. T.AJU!ENBERG: Yee; but I a~ean 

lo!R. CAIRIISI Let me make this auggeatlon; would 1t 
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be aimpler it we stated the language or the modified oounter­

va111ng dut7 order that would be iaauedt 

DR. TANNENBERG: Yea. 

YR. JOHNSON: Assuming the taote to be that t he 

German Government had taken ettective s~epa to preclude an7 

shipments to the United States tinanoed otherwise than on a 

t ree exchange basis, the countervailing dut y order would be 

~hat the Treasury Department, having satiatied itself that the 

bounties or grants which occasioned the iaauance or the T. D. 

and so on, have been discontinued with reapect to goode 

exported troo Oerman7 to the Uni ted Statea, on or atter a 

stated date, collectors ot cuatoma are hereb7 instructed 

that t he provisions ot T. D. 49S2l shall not be applied to 

1mportc trom Germany export ed after the aaid date. 

I.!R. OAIRtlB: Does t hat ole.rif7 i t ? 

DR. TA!It:ENBERG: Yes. 

l!R. JOHNSOt:: That is in rough terms . 

&R. OAIR.~S: That is our ouetolll4ry form ot modif7ing 

a previoue countervailing duty order. 

J.:R, JOHHSON: There 1s one 11 ttle difference here, 

end that is that I do not see that we are in the direct or 

i nd1reot importation situation here. 

JI.R. CAIRNS: No . 

YR. JOHNSON: we have an entirely d1tterent problem 

t n- ~·ny via third countries . with reepeot to goode imported rom ~r·-
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I happen to !mow of an old transaction where ~l per cent or 

~be invoice price waa paid ae a aubtid7 on automobile• troa 

the Opel Worke and shipped to Spain. Thet were destined to 

Spain as the ultiute destination. U one or those oars came 

to tbe United States, it would be our obligation to collect 

e aubsidt equal to the ~l per cent. That sort or transaction 

is not covered bt the outstanding countervailing dutr order, 

and, therefore, it would not have to be covered bt the ~d1tied 

order. 

DR. TAN:lENBERG: So tar ae our exports to the Un1 ted 

States are concerned our aesurance that no eubeidy will be 

paid, directly or indirectly, still stands; the Inlandskonto 

procedure was, ae I eaid, undertaken by us with the idea 

that it had the full approval or the Treasury Department. 

Otherwise, no subsidies have been paid on exports to the 

United States; the subsidy fund which is being collected in 

Germaor does not apply to the United Stat es and there is not 

a single case in which it was used. There 1s no other 

so that I think those are exceptional oaees, where aoaebod1 

IIOUld undertake to export that oar from Spain to the United 

States . 

wa. JOHl1SON: well, perhaps, I should not have used 

that illustration; but today we have gloves coming from 

Belg1Wll, that are made from German materials which are 
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probably being subs idized on exportation to Belgium. 

DR. TANNENBERG: I do bot know, There is not a 

single oase known to me. 
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UR. JOHNSON : I beli eve that t o be the situation; 

so I am t alking about something that is really a tactor i n 

t he future. 

DR. TAN!~NBERG: Yea. But everything I said in our 

previ ous conference, and I wish t o emphaaize it, was to the 

ettect t hat ':fe were acting in good talth. It we say this 

will be el11111nated and we will do our trading on the dollar 

and reichsmark basis, that will be done, and we have no 

interest in devising any subt erfuges. We wanted to make 

it a straight proposition, because all we are interested in 

is seeing that importers and expo~both can carry on the 

t rade t hey desire to continue as unmolested as possible, 

and 'Oonaequently it has been my auggeet1on from tbe first 

e10men t that we 'ri nd a way b;r which American importers and 

German exporters and vice versa, can carr:r on trade w1 t hout 

interfer ence en t he part ot either Government and with as 

little molestation as poss i ble. That is the proposition I 

made to v~ . Johnsen at his conterenoe, and conaequentl:r 

my question is how you would proceed and what would be the 

decision. That is also a matter or concern to the i mporters 

and exporters, because imports and exports cannot be carried 

on 1t people do not know what t hey have to expect. 
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JDI, CURN81 U w raaob the atage oonte~~plated 

by the iaauance or a 8041tying !reaaury deoieion, ot courea, 

it will be given the publicity that auch a treaaury 4eciaion 

would ordinarily receive. 

DR. TANNENBERG: !hen an American impo~ter , tor 

1netance, who buya German merchandise, and paya in United 

States dollars would definitely know that that would be 

exempt trom any countervailing duty on the baaie ot that 

decielont 

)IR. JOHNSON: Yea. 

DR. TANNENBERG: And i t be would, ot course, use -­
t 

!!R. JO!!llSON: You aee, Dr. Tannenber g 1a talking 

from the point or view ot what the German Government may or 

ao.y not dO. That ia hia oapaoity, to represent hie Government. 

101. CI.IRNS: Yes. 

YR. JOHNSON: And I am talking rrom the point or 

v1ee or administering section 303. !hat section ia not l imited 

to governnental activities, and I know the astuteneas of 

importers to rind mean8 or using these "blocked• runde in 

Germany 1r. waya, which, by reaaon or the price 41tterent1ala 

in Germany and on the world market, to my mind, are apt to 

involve auba1d1ea. 
Kl\. C#.IRN8: I think Dr. !anne berg understands ir 

t here are any oaeee 1n which bounties or aubaidiea are paid, 

directly or 1nd1reotly, we auat impose countervailing dutiee. 
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DR. TANNENBERG: I tully undoratand that 1t r. rour 

duty to apply section J03 whereeYer you f ind it, but I 

understand that our diecuasion concerns the decision or 

March lS, which, as I said, is based on one procedure which 

the Government established in Germany, and ao I say that if 

the German Government removes that procedure, then I feel that 

there would be no further neceseity for applying that decision 

of )!arch lSth. 

KR. CAIRNS: That 1e correct. 

liR. JO!nlSON: 'l'be situation tnday w1 th a man dealing 

unequivocally in tree exchange ia that he knows that he has 

to depoelt 25 per cent additional, and that some day he will 

get it back. Under the modifying order that you have been 

diecueaing, he wouldtnow t hat he did not have to put up an 

extra depoeit in the t1rst place, and he would know that we 

would not come atter h1m tor anything later. 

DR. TANNENSERG: Yes; I understand. The last 

question I have is this: Aa you know, there have been maD1 

cases where ti!'llls bought merchandise in Ger::aanr last year 

and the beginning ot this rear, prior to the iseuanee of that 

decision ot March 18th, making the purchaeea on the assumption 

that they could par tor t he merchandise out ot the Inlandskonto 

ln Germany. Now, those contracts ln a great number ot casee 

provided tor delivery at subsequent datee. ~erchAndiee ls 

coming in, and may come i n 1n the tuture, under transactions 
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aade last year. I referred to thoae tranaactiona when .. 

olaaa1tied the• aa preY1ous oommttments. Now, il there 801 

way ot aasiating importers to pay tor theae puroheees out or 

accounts they atill haTe in Germany in tranaactiona that .. re 

entered into before Maroh 13' 

HR. JOHNSON: We have had that question on several 

occasions and the anewer baa been unitor•ly that the erreotiTe 

date must be on the basis or entry or withdrawal, regardleee 

o~ the date or anJ oo.m!tment; eo that no exception could be 

made by reason of the commitment having been made prior to 

any Treasury announcement . That is a very general fundamental 

principle of our ouatoma practice. 

DR. TANYEX.SERG: My idea baa always been that, ao 

far as these transactions are concerned, tor inatance, had we 

had an understanding that t he Attorney General would conaider 

that method ot payment a bounty or agree ment within the 

meaning ot eeotion JOJ, we would have i mmediately taken stepa 

to discontinue it, but certainly with a proviso to inJure 

&oerioan importers and German exporters 

Now, tbie deoiaion was handed down suddenly and the importers 

were eurpriaed by the sudden aot1on and oould not take &ft1 

steps . There were quite a number ot importers who had pur­

ehaeed Ge~ goods under t he under standing that by the aale 

of cotton in Germany they might reall~e a certain discount 

and now they find that they had to ·pay 25 per oent more , 

• 
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~~cb, in 1ome oases, ia qUite a bardabi p on the importer, 

and I waa wondering whether in view or the t act that we 

are indeed willing to repeal t he entire pr ocedure and to 

come to an understanding under which German merchandise is 

sold in tbia country or is brought into this country on 
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the basis t hat we discussed, whether an exemption could not 

be gran ted in excepti onal cases. 

~ JOHNSON: The question reducee itself to tb1a: 

Does the prior oo~tment, with lack or knowledge t hat the 

t ransaction would be held to involve a aubaidy, alter the 

character of the t ransaction eo t hat the Treasury Depart ment 

could oay 0 Th1s is not a subsidy because the man did not know 

lt was• ? Stating the question in that way, the answer is 

clearly no. Therefore, i t we reach the uneocapable conclusion 

that the date or the commitment does not affect the character 

ot t he transaction, as involving a subaidy or not involving 

a aubai dy, it necessarily is not a taotor. It is not a factor 

that t he Treaaury could consider, becauae the law says that 

it &nybody is given a grant or a bounty, then th~re shall be 

assessed, collected and paid an eqUivalent countervailing dut y. 

The sole exception to that is the thirty-day grace period, 

which 1a now a matter of statute, where there ia a n established 

and uniform practice . 

UR. CAIRNS: There 1a no authority in any officer 

to waive the proV1a1one or section 303. 
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DR. TAN!IEIIBERG: But doee not the law apeak of a 

period of time of at leaat thirty daY•' 

~!R. JOHNSON: Wee it you with whom we dleoussed that! 

DR. TANNENBERG: No. 

MR. JOEU;SON: Well, it waa with eomeone else . The 

law aaya that no adlll1n1strati ve ruling reeultlng l n the 

eolleotlon of higher duties than have been imposed under a 

uniformly established practice shall be effective until after 

t hi rty days after publicntion ln t he weekly Treasury dec1s1one, 

UR. CAIRNS: Section 6 of the Customs Administrative 

Act cont ains the following provision: 1 No administrative 

ruling reaulting in the i~sition ot a higher rate ot duty or 

charge than the Secretary of the Treasury ahall find to have 

been applicable to imported merchandise under an established 

and uniform practice shall be effective with reapeot to 

articles entered for consumption or withdrawn trom warehouse 

tor consumption prior to the e xpiration of thirty days after 

the date ot publication in tbe weekly Treaaury Decisions ot 

noti ce of such ruling.• 

DR. 'l'ANiiEIIBEP.G: 1!y question wae whether, 1 prior to 

t be expiration of thirty days,• that would not give you so~e 

leeway in extending that period to make any reasonable 

exception. 
UR. JOHNSON: It would be prior to forty days or 

tltty or alxty or seventy. You see, you have your mandatory 
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pro~ieion in aeotlon 303, and the exception to lt, which 

prertouelr wae tra41 tlonal, has now been orratallze4 ln 

the statute as thirty 4aya. I am aura that the statute 11 

not suooeptible or oonetructlon eo a• to gl~a more than 

thirty 4aye grace . 

DR. TANNENBERG: There ls no general authority tor 

tbe Secretary of the Treasury to make exemptions in in41~i4ual 

cases of hardship? 

IIR. 

IIR. 

WI. 

ltnow or, and 

States Code: 

JO!il:SON: Oh, no. 

CAIRNS: None at all. 

JOHNSON: There ls only one 

that 1a ln Title Jl , section 

authority that I 

236 of tbe United 
• 

"When there 1a tiled in the General Accounting Office 

a claim or demand against the United States that may not law­

tully be adjusted b7 the use ot an appropriation theretofore 

made, but which claim or demand in the Ju~ent or the 

Comptroller General or the United States contains such elements 

ot legal llab111t7 or equitJ aa to be deserving of the con­

slderatlon or t he Congress, he shall submit the same to the 

Congress by a apeolal report containing the material taote 

and his recommendation thereon. • 

)IP.. CAIRNS: That 18 not applicable to this a1 tuatlon, 

though, anr more than section 61!. 

MR. JOHNSON! It the moneys were paid and a olala 
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on the SJ'OWld of equ1 table rellet were aubal tted, I thlnk 

t he Coaptroller Gener al oould aot on lt. It would han to 

be after paywent, of course. 

DR. TANNENB!:RGI That would be after paflllent of 

the depoli tf 

UR. JOHNSON: After payment of the l iquidated 

countervailing dutea. Refund or l i quidated countervailing 

duties paid cannot be paid from the appropriation tor cueto21 

r efunds on any grounds or equity. I referred you to t hat 

only to indicate t he clear lack of authority in adnlni strative 

ottioers to grant equitable rellet. 
• 

DR. TAN!:ENBEP.G: I do not thlnk I have any furt her 

questions; but is 1t possible tor me to have the pointe 

that you have referred to, tor my own uset 

LIR. CAIRNS: Yes ; you maY have a transcript or thla 

entire conversation, if you would l i ke t o have i t . 

DR. TANli'EliBERG: Yea, I should llke to have it. 

You do not have tha three points available? 

advance? 

J.!R, JOHli"SON : Could you l et hlm have those i n 

YR. CAIRNS: Yea. I ehall be glad to do that now. 

(Whereupon at 5:15 o'clock P. M. t he conference 

was concl uded.) 
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!B&UURr DDAMIIIft 

Ott1oe ot the General Oouneel 

• •••••••••••••••••••••••••••••••• 0 •• 

In the aatter 
• 

Oeraan OounterTa1l1ng Dut1ee 
0 •••• 0 0 •••••••••• 0 • 0 •••• 0 ••• • 0 0 0 •••• 

PRE8EHT: 

Waeh1ngton, D. c. 
We4nnday, June 21, 1939· 

!he above-entitled aatter oaae on tor 
turther d1aouaa1on at 3130 o'olook P.K. 

Huntington C&lrna, Eeq., Aeat. General Counsel. 
W. R. Johnson, leq., Aot.1ng Deputy Oo.Uaa1oner 

ot Cueto••· 
Dr. W1lhela !annenberg, let Secretary, German 

Embauy. 

IIR. CAIRNS: llr. Johnson, wh1le you were away, 
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Dr. Tannenberg telephoned me and ea.1d that he wanted to 

oont1nue the d1aouaa1ona wh1oh were 1n1t1ated at our laet 

meeting. I told h1m that I wanted to deter any rurther 

d1eouea1on ot the matter until you returned !rom New Orleana. 

Dr. !annenberg 1e now here; I do not know what po1nta he 

wanta d1eouued, but I told h1a that we would be glad to 

oona1der &nTth1ng that he wanted to bring before ua. 

DR. TANNENBERG: Arter our laet oonterenoe here 

on Kay 20, we 1ntormed our Government tully about the 

11tuat1on here and about t he .. uere that we dUouued, 

and n atteiiJ)ted, or oouree, to aalte your poe1 t1on ae clear 
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a1 pon1ble. In the •anu .. , we raoa1Yad 1n1truot1ona n-oa 

our OoYarnaent , and I wanted to adrtae JOU that, aooor41ng 

to thlae 1natruot1ona, we were aaked to adY1ee the Treaaur7 
Depar taent that t he German Oonrnaent regreta that t he 

Trea1ur7 deo1a1on of March 18th haa made the Inlandakonto 

procedure 1mpoaa1ble for all practical purpoaea, and that 

under the o1rowastancea, a.nd 1n Y1ee of the 41acuea1cns that 

we had, the German OoYernment 1ntenda to 41acont1nue those 

practices and will 1uue a circular decree to the Exoha.nge 

orr1o .. that handled the Inlands Acccunta, that 1a, that 

auperrtaed the I nlandakonto procedure , that hennerorth t heee 

praot1cea w111 no longer be uaed, and t hat no longer will 

an7 per1D1 ta be granted b7 t he German Oonrnment, or should 

be granted b7 the competent author1t1ea 1n GermanJ. So, aa 

I under stand 1t, the entire praot1oea which were the subject 

or the Attorne7 General'• op1n1on or March 18th are to be 

41acont1nued. 

~q queat1on now 11 aa to a contfnuat1cn or our 

41aou .. 1on 1n the eame fr1endl7 ep1r1t or autual aae1atance 

u to hoe •• ahould go about 1t 1n reaching the reault that 

JOU announced. I aean the ao41t1cat1on of the order, •• 

JOU explained 1t. 
IIR. CAIRNS: When do JOU expect th1a decree to 

beooae eftaot1Yet 

DR. T.ANNENIIERG: Illlaa41atal7· 

IIR. QA.IRNS: Toda7 or toaorrow, or Juat ehlnt 

• 
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DR. !AJDIUW: •• han to adYlae ov tore1p 

otnoe ae \o whe\her \he M\bod \hat I ncg .. hd will be 

ea\1etao\OrJ to \he On1\e4 ltatee GoYern.ent, beoauee, ae 

rou will re .. ~er, 1a the etate .. nt that 70u 41otated at the 

beg1nn111g of our laet oonterenoe, rou aa1d that 1t the 

Gerun Gonrn11ent W11laterall7 \akee euob action u will 

abolleb the prao\1oea oo.plalned of in the Attorner General'• 

oplnlon, and lt the !reaeurr Dep&r\Mnt ne eatletled that 

tboee praot1oee ~ been 41eoont1nued, the oo1111ter'l'a1llng 

dutlee would be -dltled, and, •• JOU ea1d later, the OOW1ter­

Ya111ng dutlea would be no longer appl1oable to Geraao 

1.porta u troa the date \he praot1oee han been abollahed. 

Now, rou w111, of eouree, unders tand that lt we proceed 

aooor41ng to what I ea1d, we would 111te to know that that 

aotlon would be entlrelJ in aocordanoe w1tb what rou ea1d, 

or would be eat1etactorJ. 

Ill\. JOHliBOII: You want to ltnow 1t 1 t would 

eatletr uat 

DR. ! AN!IEIIBERG: Y .. • 

1111. JOBIIBOIIi !hat no oounter'l'a111ng duties would 

be requiredt 

DR. '!A.IIIIEIIB!RG: And, 1! I UJ a44 there, I ebould 

111te to ltnow 1n to wbat tor• it ebould be put and bow 1 t 

ebould be brought to the attention ot ;rour Gonrnaent here . 

Ill\. JOIDIBOI: I wonder if we oould be of auUtanoe 

to 70u bJ •ucae•t1ng eo .. ot the queet1on• that we wouJ.d 
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b&Ye to oone1cler, ae tollon1 

1. Do .. the Gei"Un Oonr-nt oont .. rplate abolhhlnc 

the prooedUl"e onl7 to the extent that new peralta 

wil l not be srantedt 

2 . lhat would be t he etatue ot outstanding persl. te 

oo'fering traneaotion• which ha'fe not been oo.­

pleted b7 the exportation ot the aerohand1ee to 

t he United 8tate1t 

3· What would be the statue ot tunde in Inland 

aoooWlta i naotar aa tha pouibilltJ ot their 

utili~ation tor financing export• to the United 

Statea ia oonoernedt 

4. What would be the att itude ot the Geraan 

Oo'fernaent towarde other torae ot a1ei1tanoe t o 

exporte troa GeraanJ to t he United Stateat 

!hoae are the queetiona that, it aeema to ae, would 

oo11e up i-41atel)'. Do 70u thlnk ot &DJ otherat 

JIR. c.t.IR!IS: llo; I think thOae oonr the aubjeot. 

'l'heJ are the aaJor queetione that " would have before WI 

111111e41atelT• 

Ill\. JOH!ISOII: OUr proble& would be to interpret 

the etteot ot the oonteaplated action in1otar a• t he applica­

tion or our taritt lan ia oonoerned. 

DR. TANNEMBERG: Ye1. 

Jill. QAIRHS: Let ae aelt a que1t1on at thU point. 

The oonh-.plah4 aoUon would, I take 1t, oonaht not onl)' 
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or the 1uua~~oe ot the cleoree wtUoh rou MDUoD, but would 

alec be coupled w1 th the tor•l auuranou or the OoYel'llMDt 

that the practice• had, 1ll tact, been 41aconUnue4 __ 

aeeurancee e1a1lar to thoae g1•en 1n the 1936 oaae. Ia 

t hat oorrectt 

DR, TAIINENBEI\G: Y ... 

MR. JOHNSON: Ot oourea, whateTer 1e done bJ the 

Gerll&ll Oo•erlllll8nt would be co11111un1oated to the treaeurr 

DepartMilt through our State Departaeot. 

MR. laiRIIS: You reoall that before w ao41t1ed 

t he counterTa1llng dutr order ct 1936, tb1e Oo•ernaent 

rece1nd the fcraal auuranc .. ot the Geraan OcTernaent that 

the practice• g1T1og r1ae to t he 1936 Trea1ur7 dec1e1on had, 

i n tact, been 41accnt1nued. 

DR. TANNENBERG: Yet. Now, at I aa1d, cur in­

atructione were quite apeo1tic. They etarted ott 11th the 

atateaent that t he Oonrnaent regret• that the Inlandakonto 

procedure under the decia1on hal beccae i~ll1ble tor all 

practical purpoae1, and the Oc•ernaent eanta to draw the 

necell&rJ ooneequence1. That il, theJ laid the Oc•ernaent 

1ntende to abolilh 1t, that il, to 411cont1nue the practice, 

and 1ntende, Jult a• pre·YiouelJ the entire procedure eu 

put into fora bJ a runderlael, aeaning a circular decree to 

t he Foreign Oontrol Exchange Otticee, to 1netruot the 

Foreign Oontrcl Exchange Ott1cea epec1t1oaUr thet no peraitl 

e111 henceforth be granted bJ tiM Oc•ernaent , nor 1bould 

5 
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be oone14ere4 bJ the P0re1aa Control &xobange ott1oe1• 

fbat 11 the ~ ot our 1nltruot1one. 

llow, JOU allted a few 110r1 ctUII t10n1 an4 I lhould 

like to alk JOU thlll Ie it JOur idea that our atateaent 

ehould be brought t~ the attention ot the United 8tatee 

OoYernment by a note to the State Depertaentt 

IIR. JOHII80R: I think that would be the procedure 

to be followed. In formulating tho11 queat1ona, I had in 

alnd that I reallJ d1d not underltand JOur authorized 

1tateaent. It appeared to .. a1 though there would be 

continuing tranaactione under peraite now outetand1ng, 

perhepl tor a long period ot t iae. 

DR. TAHNENBERG: No; no. You eee, t here aar be 

ca1e1 where the German goode came into thie countr7 prior to 

April 2.2nd, and 1t the iaporter hal not yet paid, he will 

' 

paf out ot hie In1andlkonto; he et1ll hae t he In1ande account 

1n Gera&DT, beoauee those entriea or thoee transacti ons are 

no t ooYered b7 the Treai\IJ"J deo1a1on, which d1d not becoae 

ettect1 Ye until atter April 22nd. 8o it n take th11 oaee 

where the Mrcband1ae -• brought t o th1a countr7 before 

Apr11 22n4, a nd the Ulporter had e1xt7 or ninety 4171 within 

whioh to pa7 , he would paJ out ot hie own Inlandl account 

tor that aerohand1ee beoauae that caae doea not tall under 

the deo1e1on or Maroh lSth. 

MR. JOI!li80R: But no new peral t would be U eued 

eYen with reepect to thoae old tranaaotione, notw1thatand1ng 
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that no oounterYa1llq duUe1 would aoorue .... en it a. persH 

were inued. Ia that 7011!' undaratandillgt 

IIJl, !~1 I would •.:t that, ill liT opinion, 

in all oaaea where the aerohandiae had entered prior to April 

2Jrd, the importer oan not pay out ot the Inlanda aocoUDt in 

Oeraa117 under the old practice, which, aoccrding to our 1n­

toraat1on had the approTal or the Treaeurr Department. I do 

not know whether there are at111 cue• reuinlng where the 

importer tod.:[ at1ll owee eomething to hie OeM:I&D exporter 

tor aerohandiee alreaq del1•ered prior to Apr-11 2Jrd. I do 

not know, but there a.:t be ind1T1dual ca1ee where the Aluric.n 

purchaler had n1netr 4&)'1 and where toda7 he would be 1n a 

poait1on to pay out or Inlanda aooount tor merchandise 

which olearlr ent ered the United State• prior to April 2Jrd. 

IIIR. OADUIS 1 Would he paf ror 1t under the old 

barter ayateat That u, would he aell cotton in Oerll&ll1 

atter the iaeuance or the decree, in order to obtain runde 

to P.:t hie n1net7 4.:[ aocountt That ia your question, is 

1t nott 

IIIR. JOHNSON: I wonder 1t I could a tate 1t a 11 ttle 

ditterently. In the peat, we encountered traneactiona in 

which the Inlandeltonto procedure waa Uled to PA1 old aer­

ohandiae debta . Now, I take it, under the language or rour 

atateaent, that i t goode had been iaported into the United 

Statea prior to April 2Jrd, but no Inlandeltonto procedure 
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ba4 'Heo arraJIC84 k Jla7 tor lt aDd. there 1e ai the pree .. t 

t1 .. 110 peraU OlltltaD41q IIIIMr 11b1oh pa)'llent ooud 'H u4e 

tor tboee podl, thea 110 penn lOUd hereathr be sra~~tl4. 

DR. !AIOIDBIII01 ru; beoauee 1t hi 41d aot ooD­

traot or •Up!Jlah that paJUnt out ot the Inludl aoooUDt 

eboul.d 'H udl or era~~ ted, thea , ot oouree, thet 11 not part 

and parcel of the or1g111&l oontraot, and he ooul.d not at th11 

Uae oo .. f orward aDd. 1&7 1 !h11 11 aD old trueaoUon 111 

wh1oh I lboul.d be able to ue the llllan41 aoooUDt1 • I refer 

to t hole oa111 where the .t.aerioan 1aporter bougbt the aer­

ohan41ee in Oer.a117 nth the UDderetaD41ng thet J)a7Mnt 

woul.d be aadl out of the Inlandl aoooUDt UDder that old 

171tea and where he et1ll owe1 the aone7 and where under the 

original asreeaent he oould ll&lte pa)'llent out ot the In'lande 

aooount. 

MR. JOHIISOII: And a peral t hal alread7 been 11eue4 
• 

tor that purpoee! 

Ell\. !.AJiliENBERG: ru. 

MR. JOHIISO!Il: Begardleu of &117 other dlnloP..nu, 

tboee traneaoUoa• woul.4 'H tree ot oounterYaillng 4uUu! 

DR. t.t.llliElllBIR: re 1 • llo•, 70u aen Uoned thO ee 

oaeee mere 110 •t1pul.aUon wa1 u4e al to pa7aent out of 

Inlandl aoooUDt; I •a~~ mere the Oerun 1aporter aooepted 

dollar or free re1ohla&rk pa)'llent, or, under the oontraot 

between the two pertiel, pe7a1nt had to be -.41 1n dollar• 

or 111 trel re1oh-Uo 
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Ill. .JOBIIOia le; I lla4 lc 111D4 'bolo •ran• .. uou 

1n whioh ~1 o:q~~o' M 11&1 'llro.p aw Iel•Nle aoooaa,, 

a.od lla4 bporto4 tiw Ml'ob•Nit • • 'but; 11a4 80, rot o'bta1M4 

thelr porlll t. 

' 

Ill. !UICM8 'MI I do DOt lalow whether there are a11J 

auob oa111 111 old.•toaoo. 

MR • .TOIDIIONa I do aot know, 11 ther, but I 4o !mow 

that 1n the paet IJ:oh!!CIIII:oato ~11t1 wre porlllttod tor 

.erohand111 tran•aoUOAI tor whiob DO perait had beea 1uued 

at the t1ae the soodl arr1•ed 111 the United 8tete1. 

Ill. !AJIIIEIIBERGI But, u I un4erlta!!CI the prooodllre 

ae 1t -• uaed dur1na the palt two ;rear•, wbla the .. rob&DdJI• 

na bought, the 1IIJ)Orter, ot oour11, aUpulated that he woul~ 

aake ~at out ot the Inlan4e aooount, and thea he obta1aed 

hie perlll t aD4 wnt ahead. 

MR • .TOBldOJI Porhapl I oan lllke a:r poillt aore ollar 

bf ••11111 that tha 11ltorMt1oa that we han 1D41oatea that 

t he oottoa barter prooodure tor Inland• aocount •• uld to 

p&f tor .. roban41ee troa C&eobollOYall:ia purohlaed betore 

Ootobor U, 19:58· 
J)R. !AiliEIIBIIIOI I do aot mow ot a111 auob oa••· 

a . .TOIDIIONI !hat would 1D41oato that the porllltl 

oould 'be obta1ao4 attor the contract had 'booa aept1atl4. 

I aipt rotor rou to a 4eoroe ot the Geraa.o OoYeruoat pro­

Y141q tor a tortr per oont Olll"l'eAOJ proal• tor torelp 

noh•np NOli ft4 1a p&181Dt ot 1nY01oll pa7ablo in Ocooh 
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orowne, where the .. rahandlae had bean eold prior to October 

11, 19311, wit~ a prortao in the decree thlt the currency 

premiua would not be allowed it the aooount were aettled 

through ootton or oopper barter. 

DR. TANNENBERG; But still I do not think that thie 

hal any etteot upon the present question, because, as I aaid, 

1n my opinion, there are not ~~any oaeee outetandlng where 

t he 1aporter at1ll one tor aerobandlae thlt wee brought into 

thia oountry prior to April 22nd. 

)IR, JOHNSON: I wanted only to indleate rq under­

standing ot thlt atat ement, whioh 11 that i t would be quite 

olear that no permit would be 1aaued 1n those oases. 

DR. TANNENBERG: Where there waa no understanding 

as to payment out ot Inlands aocount. 

MR. CAIRNS: That ia oorraot. 

MR. JOHNSON: But where there waa no perllit issued 

tor payment out ot Inland& aooount, although the private 

partiee to the tranaaotion aay hive intended to obtain a 

pe rll.1 t l.a tar. 
)IR. CAIRNS: No; I underatand that Dr . Tannenberg'a 

conception turna on Whether or not the partie• have agreed 

thlt payaant would be made trom the Inland• account at the 

t ime the tranaaot1on was entered into. 
)IR, JOHNSON: But I rater you back to the original 

atatement with which he pretaoed hie reurta. -­

IIR· CAIRliiS: Yea, let ua clear it up. 

.. 
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llll. JOIIIIIOI I 'ftla' DO DeW peru te W01114 be 1111»4, 

Dft, 'fAJJMCMpe Plil 'ftla' 11 the' pDeral ltate•Dt. 

u 

JIR, OAIRIII But 4o I Wl4eret&D4 thet 1t the partlee 

to the traDI&OtiOD &p'le4 that 1t woll1d be paid troa the 

Inland• aoooWit a Dew peru t wo111cl be 1nue4 atter the 4eoreet 

DR. 'fAJIIIE!IBERG: .U I Wlderet&Dd our 1Detruot1one, 

tro• a oerta111 date Do Dew peru t1 would be 81"&Dted -- DODe 

whatiOIYiro 

liiR • .TOHIIIIOI: Regar4leu ot tbe dati ot the order. 

MR. aA.DUII : Or the Wl4e.rlt&D41n& ot the partie e. 

DR. 'fAIIIIDIBI:RGI lo Dew peru tl IIOII1d be 81"&nted 

troa a oerta1D date. I thiDlt the queet1oD wae &D academe 

one. 

MR. JOHNIIOH I Perhape 10, 

DR. 'l'AJINEIIBERG: Whether 1n oaee Where the partlee 

hid oontraoted tor pa,aeDt out ot Iol&Ddekonto, t he aeroh&D41ae 

ooaiq 1o prior to April 22nd, aDd cere the purohleer etill 

OWII the purohlle pr101, IUOh 0&11 110111d be IUapt troa 

oounte"a1Ung duUee, eno 1t the Oonrnaent todl7 woll1d 

et1ll ll"&Dt a perut. I th1Dk that 11 a rather ooaplloated 

eituat1oo, &114 aa I read our general 1netruot1one, tro• a 

certain dati oo pel'lli U will be ueue4. I think that 11 

whet the queet1oo 11. 

MR. JOBHIORI 11J purp011 wae to lbOW thet I un4er-

etoo4 that the eapbaa11 11 oo oo new perute. 

lift, 'fi.IINDIBIRGI Yll, 
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IIR. J01Df8011 !hat would 111ply to - that J)a7Mnh 

oould 1t1ll be ~ ~r old pel'lll h on new bua1ne11• ~ 

u.ke 1 t 110re lpeo1f1o, I baTe 1n alnd the que1Uon 11b1oh 

hal been preeented to ue a1 a oonorete one. An Amerioan 

importer hal oontraoted for a ooneiderable quantity of Oeraan 

merohan411e to be paid for throll8b Inlandl aooount, 

del 1Teriee to oo.aenoe in June, 19}9, and oontinue for 

1neral JDOnthl thereafter. llow, I auuae that a penait hal 

been granted for that traneaot1on, and wa1 granted perhlpl 

eeTeral 110nthl ago . 1r1th that 1n alnd, I stated t he queetion: 

llbat would be the atatua of funda no• in Inlanda aoeount 

with referenoe to their uae in payment for aerohand1ae to 

be exported to the United State•' 

J)R. TAIINENBERG: I would have t o aalt thlt question 

epeo1f1oally of the German GoTernment. 

MR. JOHNSON: It 11 an euantial part or any answer 

f roa ua 11b1oh would clarify the lituat1on ror you. 

DR. TAIINENBERG: Ye1. Now, of oourae, we auat 

preaWie thlt peralta were granted, let Ul 117, up to todl7, 

a nd for traneaot1ona that aay reeult 1n the 1~rt1tion or 

aaerohan41ee 1n the next few 110nthl, and there ia nothing 

epeo1tio 1n our 1n1truotion1 to oo~er that point. 

hove to olear up the intention of the Geraan Government 1n 

regard to those perllli ta tbat ban bean granted up to th1a 

t1aae. That 11 your eeoond queet1on, al to what ehould be 

dolll or aa to what tha Oeraan Gonrllllllnt 1ntendl to do with 
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tbO&& peralh that are oahtan41ng, but baYe not been 

co•pleted. 

MR. JOBIISOII: I think I 111gbt u.ke the atate .. nt 

1n oonneoti on with that queation, that it p&Jaente continued 

to be permitted under old contract& although no new perll1te 

are granted, it would be neceaearr t or ua t o collect counter­

Ya1ling dutiee on the i •porte that rece1Yed benefits under 

t he perllit, and that it would be Yer1 41tt1cult to aegregate 

tbOae tranaaotione eo aa to wa1Ye the aaaeaa .. nt or the 

eeuuted &441 Uonal duUea on other tranaacUona. 

MR. caiRIIS: You oan appreciate the a4111nletratln 

41!!ioulty we are oollt'ronted wi tb in that aituetion. 

DR. T.liiNEliBERG: Yea. Now, the uin ettect ot 

declaring .that deoiaion inappli cable ae !rom a oertaln date, 

and the tirat e!tect, la to 41epenae with the depoeit ot the 

twentr-tive per cent estimated counterYailing dutlea. EYen 

it there are caaea where a perll1t baa been granted up to tbia 

tl•e -- eYen 1! there are a nuaber or caaea, could we not 

proceed on the eame prell1eef Tboae oaaea ln which peruente 

out ot Inland& account are ude tor aercban41ee entered 

subsequent to April 22nd would be aubjeot to the deoiaion, 

and rou would, ae I underatand it, collect counterYalllng 

dutiea in auch caaea . 
JIR, JOHNSON: And it would be neceuar1, ln connec-

tion with t he collecti on of counterYatl1ng dut1e&, to aecure 

the collectl~n or the counterYa111ng dutle& b7 requ1r1Dg a 
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depoait or the eat lmated additional dutiea. I do not aee 

how it would be poaaibl e to seleot these oaaea in which 

countervailing duti es are going to be aaaeaaed, 10 ae t o 

limit the r equi rement or additi onal deposita to those oases. 

MR. CAIRNS; You are stating to Dr. Tannenberg 

that we will have to continue to collect the eetimated 

additional dutiea in all oaaea? 

MR. JOHNSON: That seems t o me to be the case as 

long aa aooe shipments are subJect to countervailing duties, 

unleaa we can work out a WI$ or segregating the casee a t 

the time or entry, and ao tar we have been unable to devise 

any workable ayatem tor doi ng that . We have in one or two 

instances or t ransactions solely between one American and 

one German worked out a procedure under which the es timated 

additional duties could be avoided. 

MR. CAIRNS : But the procedure in those one or two 

oases is not suitable aa a general proposition. 

llR. JOHNSON: No; they are peculiar· arrange,..,nta 

in which they can satisfy us in advance that no countervaili ng 

dutiea will be involved. One involve& a large German 

th involve. a .u~~lier to cbaln stores chemical concern; ano er rr 

ln the United States . 

DR. TANNENBERG: What would be your idea as t o a 

aatistaot or y arrangement under auoh o1roumstanoea? 

MR. JOHNSON: I dO not aee how the Customs Adminia­

traotion could sa!el y eliminat e the deposit or the estimated 

additional duties 80 long as there will be future exportation& 

.. 
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troa hraaDT Wl48r old pera1 te, 

Do .. the hll"lll& Qonl'IIMnt han a 

reoord ot all euoh traneaot1onet 

JlR, TA!IIIJ:IIBERG: Ot course, we oan obtain troa the 

Foreign Exchange Control 0tt1oe and throuall the banlte it w111 

be po11ible to get all the oaeee where pera1te baTe been 

granted. Bow auah t1111e it would telte, I 4o not know. 

KR. J OHNSOR: Pera1te under wh1oh traneaotiono 

oould hereafter be carried ont 

DR. T.urNEHBERG: Yee. 

Kft, OAIJUIS: You th1nlt euoh a lllt could be 

turnUhed uet 

DR. TANNENBERG: Yea; I th1nlt eo. I th1nlt we can 

get a complete list. You •••· our foreign exchange offices 

axeroiee control oTer apeoitic d1etr1cte, and those ooTer 

the enUre Germany, and I do belle•re t hat we can get a llst 

ot all thole oaaea in which pera1 ta were granted and mere 

the aerohand1se haa not 7et reached the United Statea. 

IIR. JOHNSON: So t hat we could l1a1 t our requl.re­

aent ot a441t1onal depoaita to lh1paenta fro• thooe Oeraan 

exporterat 

DR. TAJINENBERG: Yu. I aean we could get a U ot 

wh1oh would be aa ooaplete ao huaanlr poeeible. 

Kft, JOBN80R: One d1fticult7 in that connection ia 

that, aa I underatand u, the pera1t 11 1uued to the 

Aaer1oan iaporter, an4 1t u probablJ not known to the 

15 
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O.raan Exchange oontrol autborit1ea at the t1ae mo nll bil 

the exporter. 

MR. ~IRJIB: In eTery oaae 1a the persi ttee the 

importer, t he American importer, tor ouetoaa purpoee•' 

MR. JOHNSON: We have difficulty there in that 

the importer ot record who appeara in the customs documents 

may not be the purchaser of the merohand1ae. Many importa­

tions are made in the names ot ouatoma brokers and I would 

aesume that the perai ttae would bil named 1n the invoice aa 

the purohaeer. 

MR. ~IRliB: 'lould the German exporter be nued' 

MR. JOHNSON: No; I balieTe that 1a frequently 

unknown to the German exchange authorit1ee. Is not that 

true, Dr. Tannenberg? 

DR. TANNENBERG: I doubt whether he ia known 1n 

every oaae. I doubt that, but ainoa I have to cable back, 

anyway, we could inquire as to whether a l1at of those casea 

can be turniahed which would bil complete. 

MR. CAIRNS: And as to preoii81Y whet the Uat will 

abow. 

DR. TANNENBERG: Yea. That would be a Uat of 

permits granted on all transactions where the merohand1ae 

bee not reached the TJn1 ted Statu prior to April 2Jrd. 

ID\. JOHNSON: And the QJIIOUnt aTa1lable under each 

auoh perait and the naae ot t he permittee. 

... 
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Ill. t•ncwaoB: low, lf " 41aooatlau the eatlre 

praot1oe, DO perll1 ta would be 1uue4 aa ot a oertain date __ 

I aean 1t we U'l'l a geural auuranoe that DO per111ta llbat­

IOI'I'er will be 1e1ued aa troa a oerta1n date, then we would 

have a nr:r general dead line aa to all tran1aot1one 1ub­

lequent to tut date. That 11 the tiret point. I aean a 

det1nite and general dea411ne. 

'then, the .. oond point, a1 I undentand it, would 

be a lilt ot the tranaaot1onl or a lilt ot peraitl whieb 

ba•e been granted up to that point ooYering traneaotioa. 

that ba'l'e not been ooapleted prior to April 2Jr4, and b:r 

1 ooapleted1 I aean where the aeroban41ee bad not entered 

into the United Statee betore April 2Jrd. that will take 

oare ot all the peralta that haYe been iuued up to t b1e 

time, and it we oould turn1eh 1uoh a liet, would not that 

be a auttio1ent guarantee to :rou, it :rou haYe thia list 

aYailable, that all illpOrtaUona tor iaporter1 on that 

lilt will be exaained 1peo1ticallJ, 10 that :rou oan 411penee 

with the tnnt:r- t1Ye per oent depolit' 

IIR. JOHNSON: If it were praotioable under that 

lilt to i4ent1t:r the t.porten, I would agree with :rou. I 

would raile tb1a que1t1on, thougbl There 11 a ooapan:r in 

New York -- I aa not 1ure that I reoall the naae -- the 

Continental Iaport - -
Jill, TJJIIIEilBER4I The Oont1nental !aport and 

l~rt Corporation. 
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Jill, .TOBIIIOI1 !be Oon\laent. 'l ll!po"' and aport 

Corporation, 11h1ah, •• I 11Ddernand lt, h the pera1Uee, but 

1a not the parob.aeer, DOr 1aporhr. lt h an agent tor the 

purohaaer or 1aporter, &114 1te - o1o .. not appear 1n any 

ouatoae 4oollllent. 'lb.oee pel'lll U could not be oorrelated 

on tb.le 814&. 

DR. !AIIIIEliB!RG: But, aa )'Ou ltnow, the Continental 

Export and Iaport Corporation hu an asenor 1n Berlin and 

the)' ooul.d turn1ah ua wUh a ooaplete llet ot the traneaotlone. 

MR. QAIRIIB: Are there &D)' other broker a or 

ln41 vidual.• a1a1larl7 e1 tuate4t 

MR. JOHII8011: Ia there a Pioneer Iaport Collpall)'t 

DR. !.A.IIIIENBEBG: Yea. Ther han no perml. t under 

the Inlandakonto procedure. 

MR. ~IR118: Are t here any other• i n a poe1 t1on 

a1a1lar to the Continental Export and Import Corporat1ont 

MR. JOHNSOII: There 11 one other -- the .ber1can 

!ra41DS Corporation. 

DR. 'fAIIIIEIIBEI\0: Yee. lla7 I explaln how that la 

4onet 

In the oaae ot 

the peral t 11 granted to 

eo-called ootton barter traneact1ona 

the 1n41rtdual iaporter, and the 

aooount 11 oarried 1n t he naae ot the 1n41Yidual laporter, 10 

·~- account who the purchaser ot the the)' would ltnow troa kUG 

SOOdl 11. 
In the oaee ot the oopper barter traneaoUone the 
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Continental Export an4 lllport Corporation aoted aa the q.nt. 

Ther reoe1Yed the perldt and oarr1ed the aooount tor t he 

1ndiY1dual purohaaer 1n a ao- oalled aub-aooount and onl;r 

the Continental E:r;port and X.port Corporation had this 

general permt. 

The Amer1oan Trading Co•panr wu a au~agent ot 

the Continental and, ae tar ae I know, the Allerican trading 

Co!lpaD7 aar haYs had a eub-aocount under the Continental, 

but 1 t wae not an independent account 111te the Continental 

Export and Iaport Corporation. 

1111.. JOHIISOII : Don the Chaee llat1onal Bank hen 

any perm t t or the aocount ot ao•e other 1111porter in tbe 

Un1 ted Stat eat 

DR. T.A.NNENBERGI I do not know. 

IIR, JOHNSON: Or the Guarant:r Trust Collp&n;rt 

19 

DR. TANNENBERGI No; I do not th1nlt ao. I me&n to 

atate that the general rule 1• that the ootton Inl&nde &ocounta 

are oarr1ed 1n the DaM ot the !.porter, and I know ot no 

exoeptlon. In the oaae ot the copper Inlande aocount, the 

IIAln aooount waa under the beading ot the Continental Export 

and I111port Corporation, oonaUt1ng then ot aub-aocounta 1n 

the npe ot the 1ndirtdual 1111porter. 

JiiR, CAIRNS: Are t he aub-aooounte known to the 

Ger•an GoYernmentt 
DR. TANNENBERG: They are tnown to the Continental, 

b .. the Dautaohe a.nlt, beoauee tbt and, ot oouree, are kept • 
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ConUnenta1 did buaineaa exoluei ... ly nth the Deutaohe Banll: 

end all the eub-aooounta are in the Deutaohe 11an11: in Berlln. 

8o that could be nry easily gotten. or oouree, aa you nll 

remember, I told you that we had to limit tho copper 

traneaot10nl beoauae or the 111111 ted demand in Germany tor 

copper. We limited 1t to a oerta1n amount or oopper, and in 

order to control the importation or copper, t he Continental 

Export and Import Corporation wae liable and in order to 

make that control or the importation or copper atill easier, 

we had only one bank handle thoae traneaot1ona in Berl1n, 

t he Deuteohe Bank. Othernee, we would haTe hundred• or 

aooounte wb1oh we could not control. There waa a det1n1te 

20 

amount or copper that we desired to import trom the United 

Statea, and to make that control possible the Continental 

Export and Import Corporation enjoyed an exolua1 ve pos1 tion 

in t hat reapeot, and 80 did the Deuteohe Bank; 80 that we 

could at any tioe obtain t:rom' t he Deutaohe Bank a statement 

ot how muoh copper baa now been eold 1n Ge~ny. So those 

copper ea1ee could be regulated, and I think it would be very 

eaay tor ue to obtain that into~t1on. I am also convinced 

t hat there wae not a aecond company t hat bad aDY a11111lar 

poa1t1on to t hat ot the Continental Export and Import 

Corporation. The A!ller1can Trading Company 1s an old New York 

t1rm. I do not know hew long 1t baa been 1n existence, but 

Co t 1 t 1 a. an agency tor Yery small 1t waa ueed by the · n nen a · 
tranaaot1ona; eo there may be a eub-aocount under the naae 
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ot the .AMrioan 'fra41llc Oo~, but 'IUI4er the hea4.1ng ot 

the Continental bpon &D4 I.port OorpoNUon. 

JIR. JOJIJI801: 'fbo11 1ub-aooount1 111141r the -

ot the Aaerioan !racUna Oo11J1U7 are tor eMll traneaoUonet 

Ill\. TAIJNUBZRG: Yu. 

IIR. OAilUIS: Will the Ger~~an Gonrnaent be able to 

adYill tb11 GoYerDIIIent whether or not there are ID1 other 

corporationl in a eia1lar poeltion to the Continental lzport 

and liiPOrt Oorporat1ont 

DR. UlllfEIIBERG: Yu . 'fbere will be no d1ttioultJ. 

AI I ea1d, I aa t1~7 conYlnoed there 11 none, because I 

have been dealing onl7 with the Continental. 

XR. CAIRNS: But the German Government will be 

asked about tbatt 

DR. TANNENBERG: Yu. 

KR. JOHNSON: There is one other point 1n connection 

with tb1e queeUon of getting intoru.Uon ot that kind 

troa the Geraan Go·nr~~~~~nt, and that 1a exeaplH'ied b7 oil 

traneaot1on1, which, ae I und.eretand, were not regerded ae 

within the Inlandakonto procedure, but wb1ob, in our view, 

·~- ooun•erva1Ung dutiee are concerned, involYed, 10 tar &I ~ • 

the ..... oonlideratione . The co~n:r in the United State• 

eold oil to Gera&DJ at a preaiua price and purcheeed aer­

oband11e tor iaportation into the United States, namel7 

pipe. 'lould the balaDOII aYa1lable tor euob i~rtat1one 
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be ot reoorcl 1a ~, 10 'ba' ~•e ,l'l.lllaoUoa• oolll.d 

be lepoep,e4t 

IlL !AIMDW1 *7 I tirl' I&J 'hlll Oa Ull 

balil ot our 41IOUIIiOill, " adY11ed Olll' CloYei:'IIMnt 'bat, 

un4er the op11l1oa ot the Attorne7 General, llhioh would be a 

guide tor 70111' aotion, JOU would conlider IJI,T prea11111 

paid abon the .laer1oan or world urket price or Aaerioan 

produote in Cler11a117 u a bountr or grant within the a11.111q 

ot 8eot1on :303· 

MR. J'OBJIISO•• lhen that prea11111 ie tied up with 

export• to the Ulll ted 8tat11. 

Ill. 'UJIHDB&RG: Y11. !bat it 1.11 Aaericu raw 

product or 1117 .laerioan product 11 •old in Germa117, w1 th a 

eubetantial oYer-price, and with the prooeeda ct eale, 

inolu41ng the oYer-prioe, uaed tor the plll'ohaee and pa;yment 

ot Gei'III&D produote to be iaported to the United Statu, the 

Trea1ur7 Depart•e11t would f eel that th11 trueaotion would 

be eubJeot to counternillng duU••' We haYe eaid that, 

aoooMing to JOUI' opinion, baaed aga1A on the opinion or the 

Attorne7 General, the urket in Ge~r 11 regulated to euoh 

an extent that todaJ there 11 no tr .. open aarket price tor 

Azler1oan raw product• 1JI Gei'IUJI7, and that ooneequent17 

it an 1..,orter 1ell8 Aaerioan ••rohl.ll41" in Ge1'M117 and 

real1&11 a lubdantial onr-prioe, 1\'en it 1 t ebould oollpll'e 

with the 4oallt10 pr1oe ot a 1iallal' product, the United 

8tat11 Gonl'IIMnt would oou14er that prea1ua a bountJ 
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111 thin the .. aru.na ot lection )OJ. Are n abaol utel,7 clear 

in underatan41ng that that 1a rour opiniont 

MR. JOHliSOif: Yea; but 117 queetion waa not qUite 

along that line. It ie ae to whether the intorsation ia 

available with respect to the balanoea in Germanr under 

tranaact1ona which are not Iolande aocount tranaaot1one, 

ao that 1ntoraation concerning t hat could be turniehed to 

ue aUU.lar to that which we han Juat diacuaeed with reapect 
to cotton and copper. 

DR. 'l'AliNENBERG: Oh, I underata.nd ;you. I Juet 

wan ted to ll&.ke it clear the t we under a toed about that, that 

euoh traneaotiona are a.lao covered, whether they are called 

Inlanda account traneact1ons or not, a.e covered b;y the .., 

opinion ot the Attorne;y General. Aa I understand it, you 

mean whether auoh transactions were carried on betcre, and 

1! carried on in the meantime whether the;y cduld be tound 

out ln order that we could add those oaaee to the list which 

I aa1d llll.gbt be obtainable ln Oerii&DJ't 

KR. JOHNSON: So that that llet would not be 

1111.1 ted to the Inlandeltonto procedure, but would enoo~~paea 

all tranaaotiona involving premlu. prioee, however arranged. 

DR. 'l'AJINENBERG: 'l'hat, ot oouree, I would have to 

f'lnd out. 

KR· JOHNSON: I do not Jtnow whether a peralt 1a 

involved, auoh aa 

but I believe the 

ia used in the Inlandaltonto procedure, 

aratea 1 , enUrelr 41tterant. 
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MR. OAlRD: Do JOU bow, Dr. 'l'annenberg7 
DR. 'I'AIIHEIIBI:RG: 

an independent oil oo~ 
I bow ot two or tbree oaeee where 

went to Oeraa07 and obtained a 

certain price tor ita product, or took pipe line in Berlin, 

and that traneaotion wae, ot oo~~ree, eubJeot to the approval 

ot competent German authori tiee, beoauee there wae a ve1'7 

aubatantial aaount involved. We retfrred that account 

Olll'lelvee to the toreign aln1ater. '!'hey ehowed the reoeipte, 

and, in general teraa, covered all their transactions and, ot 

oo11ree, euob traneactione wollld be known; but in regard to 

&ft1 other li.allar traneaotiona, 1t an over-pr1oe waa involved, 

I would have to tind out whether those oaeea oollld alao be 

tlll'niehed and the neceaeary information given aa to the 

amount involved. 

MR. JOHNSON: '!'here ia another 41ttioulty that 

~ccure to ae. You aentioned or etreeeed the American 

material•, and our intoration ind1oatea that there have 

been IOM barter traneactione in wbioh dutiable goode have 

been iaported into the United Statee and payaent therefor 

aade in Geraan1 troa the proceed& ot eale ot producta ot 

other oountriee. We bad eoae d1acuaeion at our laet 

meeting 1n regard to rubber, and it wae ay understanding 

that •• were diecuaaing a theoretical tuture arrangement in 

which DO over-price ..... involved, but I did not understand 

0
-e-prioe had been involved in the put you to 1&7 that DO • .-

Bel•ian rubber wh1oh waa aold in on importation ot, &a)', o 
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Oera&ll7 all4 the Pl'OOH4a ueed to 1*7 tor SOOda ehlpped to 

the United ltataa. 

DR. !~: I referred to tran.aotioae between 

General llotora and ita lubl141ar.r in Oeraan:r, the Opel 'Iorita , 

and, ae :rou will reaellber, I llid I had had a 41aouuioa e1th 

a repraeentatiYe of General Motor& ot thoee aooounta that 

t he.}' had in Oeraan:r, and I elid 'I u oon•1aced -- although 

I do not know detin1 tel.}', I u ooaYiaced that Oeaeral Jlotore 

41d not eall that rubber at an OYer-price to ih eubai41ar.r 

in Oera&ll)'1 • 

MR. JOHNSON: It would it 1t could, ia order to 

rea~iza .ore tunda troa 'blocked' aooounte. 

DR. !ANNENBERG: But you know the1 could not uae 

theee aocounte. !hey furnished rubber and the1 had to 

aooept reichall&l'ta , and thoae aocounta l111ply piled up, 

and now they are colllng forward and I&Jing 'We turnlabed 

you goode in Oer.an:r; wh.}' not gin ua a perlllt, U' we 

liquidate theee account& b7 taklna the German Mrcban41se 

and it we can not get foreign exchanae· 1 '!'bat would be 

eaall:r &Yiilable b:r getting in a aan tro• General. Jlotora and 

letting hla explain to ue what price be reali&ed on that 

rubber. 

MR. JOHNSON: !he traneaotion I tad in lllnd 41d 

but 1t 41d involYe the sale in not involYa General Motors, 

tro. Place a other than the Unl ted Oerii&IIJ ot uteriall 

proceed& tro• the aele of such 8tatee, with the u .. ot the 
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.. roh••41aa to t1aaaoe allpOrb to tta. UDUe4 8'-toe. 

Dll. ~.lJOiaiBIIIGI lhat, )'O'Il laa, WieSer 'he podt10D 

'hat the ~•a•v:r bo1e1oD hee takeD ill rapr4 to these 
1 blooked1 aoooWlh, )'O'Il peraUtad the uea ot the .. ' bloob4• 

aooounte b:r the or 1g1Dal. Aaer1oan 01111er, on the theor1 

that in h1e pereoD t he ~n•:r reprtaenttd the tull Yalue and, 

ot oourae, 41d not oonta1n a bountJ or grant within the 

meaning ot S.otion JOJ. 

MR. JOBII80R: ProY14ed the7 were not der1Yed troa 

the ealt of aerohao41ee of Aaer1oao or other orlglo at an 

onr-prioe. 

DR. !.UINEIIBKRG: Yea; I uoderatand that, and lt 

wu tbo.. oaeae that I had in alnd; I aean the oue of 

General Motor a, where theJ turnilhed rubber to Geraan7, and 

obtained rei~~Uaarlta , btoau .. n can not pay the foreign 

exchange, where the7, the American oorporatlon, a&J want to 

reatore th1a .one:r troa GeraanJ 111 the fora of goode. 

MR. JOBIISOll: ~ pre .. nt queation la llAlted 

on17 to 1;h1a: Could the Geraan Gonrn.ent 1Dtora ua whether 

t here will or there will not be the poaa1b1U t7 of ahipaent 

of Gera~~ produota to the Un1ted Statu, with paJMnt ~ 

froa tha prooeeu of the aale 1n GeraaDJ, at • prea1-

pr1oa of produotl of other thaD Aaer1oan or1g1nt 

DR. !AIINIJIB!i:RGI I do not ltnow that I quite un4er-

ataD4 :rour qualtion . 
Oould I 11 Ya JOu an auapla of 'llbat 

I han 1a a1D4t 

26 
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DR. f.tJINEIIBERG: Y ... 

MR. J OBliSOII: BuUer froa Denaark 

an American importer an4 1old in <lel'li&Jl:r at 
11 purchaeed b:r 

a prellli ua pri oe. 
The Danilh eell er of the butter, ~- 11 the wuu original and 

oont1nuou1 owner of thole ll&l'ke, il permitt ed to uae thea to 

pay for aerohan41ee to be ah1pped to t he United states. 

DR. TANNENBERG: That practi ce would be 41aoont1nued. 
That ia included. 

MR. JOHNSON: But are there an:r a't'ailable tunda ao 

DR. TAllliENBERG: I do not know. 

MR. JOHNSON: That would be an additional question. 

I m1gbt 1ay that 1t is our underetan41ng t hat 1n the past 

eome import ations have been financed in a a11111lar manner -­

not i nvolving butter. 

DR. TANNENBERG: Of oourae, I do not know of an,y 

auoh oaae where an American importer bought farm producte 

and aold theae farm products i n Germany at an over-price. 

In thoee copper tranaactiona, a portion of the copper 

ah1pmant, a1 thougb 1t waa ah1pped trora New York, 1181 have 

come froa Ari zona or Just aoroaa the border, or i t aay have 

come froa eo me other place • We do not know where the copper 

broker• got their copper, but we bought copper in New York 

and eh1pped 1t to Germany; but the.t 11 a retDOte case. 

here in New York, and lt wee a1mpl:r bouaht the copper 

ah1pped fro• Rew York to Oer&an1• 

We 

... 
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MR • .rouao•: !he oa1e I b&Ye lll llllld lDYolna 

an AaerlO&D UAutaoturer llho bae a branch plut ill GeN&IlJ 

and wbo liQ)Orted Mterlale illto O.MIImJ troa elllwhere tbao 

the llnlted Stat .. , ud \17 rea1on ot tho .. lllpOrtationa .,.1 
permitted to uae the fundi let up 11 their purobale price 

to paJ tor aerchandlae exported troa GerliiJ17 to the On1ted 

8tatee. Juet bow auob prelllu.a wu inYolnd, I do not tnow 

at tb1e u ... 

DR. 'l.'.lo'iiiEIIBZIIG: .la I laid, it we would dllcontinue 

the praotice ot the Inlandl account in general, ao tar aa 

the Un1 ted 8tatea ia concerned, and Uaua no further perlll ta 

tor paJ~~nt out ot euob Inlands aocount irrespective ot 

whether they were eetabliehed by the l&le ot American or 

other raw materials, aa long aa they contained & aubatant1al 

over-prloe --

KR. JOHNSON: And all«? abolUh any ayatem euob aa 

tbat conrlng the o11 or any aia1lar 171teat 

DR. UNNE!IBERG: Yea; I would inoluda that . 

KR. JOHNSOII: You atatad 1t in JOur own ter11s 1n 

a l1ttla different taahlon, but it I undaratood JOU 

correotlJ, JOU 1uggeated that adequate aeuurn lllght be 

taken by the German authorities to inaure that a2POrte to 

b paid tor otberw1aa the United Statea would in no oa1e e 

than with tree exchange· 
... ~.a~ rree azobangat DR. 'U . .H .............. : 

KR. JOIIIISOII: Dollar• or tree raiohl.arta. 
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were diaouaain& .. re oonaidered aa tree rei·~---·lta ..... ~ aa long 
a• ther .. re uaed b7 the oricinal creditor -­

KR. JOHIISOIII !he di Tidend llal'lta, the old hold1nga 
marlte , 

KR. OAIRHS: I want to inaert a oautionarr atatement 

at th1e point, You understand tbat any aot1on that we a1gbt 

talte predicated upon the llat which :rcu tb1nlt :rou II&J' be 

able to turn1ah ua will depend ent1rel:r upon the character 

ot t he 1ntormat1on contained on tbat llat. 

DR. T411NDB!RG: Yea. 

KR. CAIRNS: I Just wanted that underetood. 

DR. TANNENBERG: I tullf realhe tbat we can not 

reach a conclusion toda;r, but it ia onlr to explore the 

ground aa tar aa poaa1ble, eTen at the riak of tiling up too 

much ot rour time. 

KR. JOHNSOH: Hot at aU. 1fe are auggeat1ng that 

t he llet llalted to holder• ot Inland& account• would not 

coTer the entire situation, unleaa tbere ware no other 

traneaotiona ot the 11:1nd that I haTe auggeated, outside ot 

t he Inlandlltonto prooedure. 

DR. TANHEHBERG: Would 1t not tao111tate our dU-

ouaa1on it I had the language ot the tour pointe that :rou 

Juat dictated at the beginning ot our conference, and then 

get intor.at1on tro• 8J Gonrn~~ent in regard to these 

Tarioua pointe, 1nolu41ng the 11at! 
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IIIR. J'OIIlfiOII 

apur ot the 110-nt, &114 I aa not aw-. thet I oould re•llber 

thea ot tban4. l'e 0811 get thea t roa thla reoord. 

DR. T4MIIENBERG1 l'ould 1 t be poulble to han theat 

Jill. JOHN80111 I aa not aura t hat ther ooTer every­

thing elle that we haTe dlaouaeed here toder. 

DR. TAIINEIIBERG: l'ould 1 t be poaUble tor you to 

g1Te ae tboae tour queaUona, e1ther toaorrow or the de)' 

atter to110rrow, or wbeneTer you aer t1nd u oonTeD1ent, 

beoauae I would like to haTe 1 t aa ooaplete aa pou1ble when 

I aak ar queat1ona ot the tore1gn ott1oet 

MR. JOBIISOII: You MJ oerta1nlr have those questloaa, 

but I u not sure that they cover every point that •e haTe 

a1noe dlaousaed. I mar have auggeetad other queat1ona 1n 

ad41 t1on to tboae tour. J'or example, I u not aure that 

those tour questions would ooTer the oase ot the o11 eoapany 

or the branch plant that 1aported goode troa plaoea elsewhere 

than the United Statee. 

DR. T.liiiiEJIBERG: l'ould 1 t be pou1ble tor you to 

exeap11tr the question, then, and JUit g1Te 1t to ae 

1ntoraallJ. I do not aean today. 

MR. JOHNSOII: You .u.y han thoee tour queaUona 

toda)' beo.uee we oan han the• wr1 tten out 1lllllad1atel)' • 

MR. CAIRNS: There MJ be other points that •ere 

aa4e eubeequentlr to those • an4 a atud)' ot the reoord will 

dleolo .. that . 
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IIR. JOJ11180JI Let U pt tbo11 tour qlllltlODI DOlo 

(Quilt lou t1)114 u4 gh'eo to Dzo. fuoeobng. ) 

llll. JOU80J1 b autbor1&e4 ltate .. ot that rou tirlt 

made ie lla1te4 in ite aotual eoope, beoau11 it 11 oont1DI4 

etrlotl7 to the Illludlkonto procedure. It 4oee not oover 

oertaln poeelbilltlee olearlr llthln the freaeury deolelon, 

DR. TAINKRBERG: Yee; tor lnotanoe, the oil. 

llll. JOHIISOJ: x... fhe freaaury 41o1e1oo oonre 

all traneaoUo111 1nvolY1ng prealua prlo .. , ao4 I han not 

thought ot aD7 better terae ot oontra-41etiootioo thaD 

thoee you euggeete4; oa.el,y, paJMnt in dollar• or tree 

reioheaarke. Bet11en the teo there ie a oonelderable tiel4 

in whloh traneaotiona involving prealu. pr1oee might be 

poulble. 

DR. TAIINENB!RG: Ot oourae, we got thU authorization 

atter we explained tully your point or view, to Just oone14er 

all thlll uthode ae i!lpraotloable, u lllpolllble, and iuue 

no longer aD7 peralta and 41reot all or the oo~tent 

authorltlel to iesue DO turther peralte, but atop and 411,­

oontlnue the practice oo!lpletelr, beoauee that etateaent 

whloh I gave to 70u 11 an anewer to our outline, that the 

Treaeury dloielon 1nvolve1 or oo!lprl••• not onlr the oottoo 

Inland• aooount and the oopper Inlandl aooount, but all 

other eiallar aooounta derived troa the eale or produote, 

foreign produote, 1o Oermanr, at ao over-pr1oe. 
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IIR. J0111180J1 But 1D aohal ruu1t u 4ou not 

rao111tate tM oo-.on uncleretan41q, beoau11 1t 11, 1n teru, 

dlrterent troa those oonteaplated b7 our '1'reaeur7 deo111on 

and etatute. It 11 stat ed 1n terae or the granting or 

peralt a, whereaa our 'l'reaaur, deo1a1on waa 1n term• or 

premium pr1oaa. How, the two UJ be 17non:r-ous 1n actual 

German procedure, but 1! that 11 true, we dld not know 1t, 

and therefore 1 t 4oea not oonr the thld that we haYe bad 

under oona1derat1on, 1n teraa that we underatand, at least. 

Ie 1 t JOur underatandlng that traneaotlona can not ln•ohe 

prealua pr1oea unleu aoae ltlnd or peralt 11 Ueuedt 

DR. !.l!INEJIBERG: Yea • 

MR. JOHNSON: We dld not know that that 1a ao. 

We had no 1ntormat1on or that ltlnd. Therefore, an aeeurance 

that permits wlll not be 1seued 11 not synonymoua to ua wlth 

aeeuranoee that premium pr1oee wou1d not be allowed. 

DR. !AHNENBERG: J.~ you know, tb11 procedure wae 

atarteil atter our delegation oaae baolt from the United Statea 

and explained how 1 t worked. It was etarted by 1natruot1q 

the local tore1gn exohange control ott1oea to 1aaue pera1te, 

because, 1t we bad allowed the eale or .t.mer1oan cotton or 

copper or &n7 other .t.mer1oan raw product ln GeraanJ without 

a pera1t wlthln this aean1ng, prlcea would haYe gone eky 

hlgb. J. permit or the r orelgn J:xohange Control Ott ice waa 

rd t keep the prloe down and abeolut elJ nsoeaearJ 1D o er o 
d ooneequently, when we a4Y1aed keep 1t at a oertaln leYel , an • 
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JOU ia 19)& lbat ootton in OeNU7 aold in relobaiMJ'b at 

a dafilll ta O'l'er-prioa, at eo IIIIOh higher, tor lllatanoe , Ulan 

oottoa JOU would bUJ aplnat foretsn exobange, we abo wed 

that there were defilllte prioe tluotuatlona 1n Oel'llaiiJ in 

t he reiobamark price of cotton, and in order to uo1d that , 

thle procedure would dl'i'l'e the price or American co t ton 

wa7 up, becauae no American importer would ahlp cotton, 

and t'l'erybo4J in 0el"'IWW1 mght perh&pe eubatl t ute eoaethlng 

ella for Aaerioan ootton. '!'he Pore18ft Exobange Ot:!'l oe 

rece1'1'ed lnatruotione to exerolee control o'l'er these 

tranaact1one, and the prloe waa de:!'lnl tel7 kept down to 

33-1/3 per cent , 1n order not to make American cotton too 

expena1ve tor our German eplnnera, and, conaequentl7, 1n 

all of theee traneaotlone , the control o:!':!'lcea, Foreign 

Exchange Control O:!'tioea, exerolead a oertaln euperYlalon 

oYer theae tranaaotiona. or couree, when, today, the 

Oo'l'erllllent adY1eell ua that no further perlll1 ta will be 

granted and that no turther peralta can be granted b7 

t heae roreign Exchange Of:!'1cee, 1t aea.ne that the entire 

practice 1a ooapletel7 dlecontlnued, becau~e 1t 1a baaed 

on the tunot1on• that were 1eeued by the OoTernaental 

author1 t1ee. 'l'heJ bad a right to srant the perlll1 te, and 

now that right ie and will be w1 tbdl'awn under our proposal. 

But that 1• not the naoeaaary KR. JOHNSONI 

1 r take 1t you do aean.1ng in i nt ernational ooaaunloat one. 
'--A• I 4D not know, whether 1t would oo'l'er not know, and I ..... 
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&D1 pera1t for, for eza.ple, that oll traaeaotlon &D4 one 

or two o\here n :ba-re 1D 111114. !bat 1a IV reaeon for 

1ndloatlq the po .. ible lu.deQII&OJ ot the ierlllnolo&J. 

Ill\. 'fAJI!IEIIB!RG: Y .. ; I W14eratan4, and I ahall 

inQuire ae to what 4ef1nlte propoaal oan 'be .. de. 

MR. JOHliiOB : '!'he thing I underetood tbe 1101t 

olearlJ wae ;rour etateaent about l1111ting the tranaaotiona 

to dOl lara or tree reiohaaarlta. '!'hat don exolud.e tbe 

preaiua prioeet 

DR. f&IOJBllBE'RO: Yea. 

MR. JOHll801f: 'lueat1on 11\aal)er rour reallr oonre 

a 'blg tleld. 

DR. !AIIIIENBERG: And ;rour idea 1a, •• llr. Calma 

euggeeted, that the atatement ae to pa;raent in dollars and 

tree reiohaaarlta would ooYer the laat po1ntt 

MR. JOHIISON: I han forgotten the e:raot war JOU 

atated lt, but lt aeeaa to ae it did. 

Ill\. 'UJINEIIBERG: Ma7 I augseat tbet I take thU 

utter up, and then, aa aoon •• I ha•e reoe1Ye4 1natruet1ona, 

I allall aalt tor an opportun1 tr to oont1nue our 41acuaa1ont 

Would that be agreeable to :rout 

MR. CURIIB I Yea; that will be perteotl:r agreeable. 

!hanlt ;rou, Dootor. 

(Dlaoueaion adJourned at ~~~5 o'oloolt P.K.) 
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RL ~OUNT~VAILINO DUTi lS ~TTlRS July 11 , 1939 . 
14:3v p. ro. 

Present : 

II . . Jr : 

.I.~ . Jr : 

h.> ley : 

Jvmason: 

K .. I . Jr : 

unite: 

ll • ..I.Jr : 

Mr. 
l!r . 
llr. 
:.lr . 
!!r . 
!!r . 
:.tr .. 

Foley 
Guston 
\'I bite 
vuffielu 
J ollnson 
:.Ianning 
<>tinebower 

·11 right, ltit 1 s nave • r~port . 

Fir s t , on umbo r ttu. t ' s been importee. f r om "'enzig . 
'!he shlpm~;~nt is I.(Uite smell , ' nd not r• ~:reet deHl 
of .. mber comes in from Lionzig . ..nd aflor tal.< t P.g 
it ove r •e uav~ cowe to t ue CJnclusion tart it 
ought. t o lie tree. t eo in tll" rq;~l: r .way LDd t llat r,., 
srecir.l tre~ t.~ent saoulo te ~aue of this sni~oent. . 
•. ccarchaill~, it is SU&6"Std tuu~ L l~tt~r l., 
.. rittl:n t o t ue ~tate uep .. rt•ll•ltt infuroin~ tbeJI of 
toe n cts, r. na taen if tut re .. lY colla~ b~c.c a vor­
>.ble , an or uer .11ll be put out imposin;; c :>Unt•r­
va 11.106 a uties, wnich woulu t.r..cc effec t t 11J.rtr 
days ~; ftjjr it tppe&red .in th(. ~edorr.1 htigist e r . 
J:>ut we'a r1nnu1e .it just the samL woy wt nt ndle 
o ther ml ttera o f tnis kind; t nt t h , t here •auld 
be nod evit.tion so f a r &S eliminution of the 
t nir ty d~ys ' notice ls concerned . 

~ s tnvre so~etalng for ce to sicn? 

lio, there is no tiling for you ~ o s ign. I cehn 
the l etter to tnt! St ate -.e..,trtccnt ct~s not Lt:en 
pr., phr~d . 

This was pr ept red on o different bt.sis , <. no "e 
r eve r sed tha t t ills mor ning . l t will be rrit ten, 
come o vor in tne r egulor way tomorro~< • 

Is everybody in the Tr easury satisfied on t nis? 

On tn.!.s uecl s i oa? Yes . 

'-a r e t o s ay &n;'tbing, llr . <>t inebower? 

.;tinLbower : Tluit ' s per fectly &11 r lgnt so f t. r u .e 're concerned . 

li . A . J r: nel l , if 
sign it . 

you ct.n get me>. lttter aft e r lunc11, I ' ll 
,,e• 11 send it o ve r by hLnd tnis afternoon. 
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And tbe otller utter 1S in regard to a chall8e in 
tbe law to t.ke care or aituations where the goods 
are not or the country or origin that's imposing 
the subsidy; and you might discuss that, Bill. 

I ' d suacest you Just read !rom tho draft or the 
letter to the President. Puge 2. 

this is a letter tor your signature to the President. 

"I wish to call to your attention two typical exaJI­
plea of situations which have recently developed 
in wnich the present language or Section )03 ot the 
Tariff hCt or 1930 does not provide for the levying 
of countervallin& duties on iaported foreign articles 
or merchandise upon which foreign countries have paid 
bounties or grants. 

•(l) Bulgarian tobacco has been imported into Germany 
and from there exported to the United States with tht 
assistance of a ueraan export subsidy. ~ince the 
tobacco bas not been produced in Geroany and bas not 
been processed in that country, it is not an article 
or merchandise manufactured or produced in uermany 
and the provisions of ~ection )03 do not apply since 
that section does not cover situations where the bounty 
or grant is paid or besto~ed by a country other than 
the country of manufacture or production. 

•\2) Paragraph 1763 of the J.aritf t.ct of 19)0 places 
raw silk o.n the free lUt. Raw silk 1S produced in 
considerable quantities in Italy and expor ted to other 
uuropean countries. •he Italian Government pays a 
bounty upon suco exportation. 'lhe Italian raw silk 
1s manufactured in, say, '-n&land into textiles and 
silk articles ot many types. •hese are exported to 
the United States. However, since the bounty was paid 
on tile raw silk, and raw silk is on t he free list, the 
provisions of oection JOJ are not applicable, notwith­
standing the tact tbat the raw silk has been processed 
into articles wbicn are dutiable when imported into 
the United ~tates.• 

tnoae are the • •• 

•110 do I write it to? 

.. . ar e the two si tua tiona. 
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Fol ey: 

d . ·• .Jr: 

Ahite: 

I:! . ~ . Jr : 

•oley : 

d •• !. Jr : 

roley : 

un! te: 

n . :.! . Jr : 
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l et\.e r to the President, wnickl we were discussing 
when we came 1n here. 

" vn, I wouldn ' t bother the Pr esident with it 
"b)' bothllr the President w1tb it? lie said : be 
made tae s uggesti on, be want s this sor t of t hing 
done. Why not let ' s just go ahead and do it? 

"ell , the legi s l ati on then wo uld go from her e t o 
the oudget end let the vuuget send it uown in the 
r egulr.r way. 

" h)' s end 1 t to the President? 

I nave some reservations about t ht t seeon<i thing . 
I tllink 1 t needs " l1ttl .. more exuiru:tion. 

All right. nell, when it's r eady, let _e ~w. 
>he President specifica l ly a sked f or this thing . 

ihet•s t he one on tne silk . 

'•ell, be said that kind or thing. 

'!bat kind of thing . 

olell, t hat specifi c illustra t i on, ~ s it t.,>plies 
to free goods, r aises a c.uustion wllicn uppenr s t o 
me to r un counter to both our polic;r sna possibly 
the whole Justi fication for countervailing duti es. 
I t hink it needs a little more reexe~tion . 

~11 right, sKip it for todliy . 4hen you boys 11re 
ready, let : e Anow. 

out let Ur. Bull know t hat .e ' rc thinkin& about it, 
will you? 

ti tinebower: Xes . 

ti.M. Jr: And t ba t thing - t he Pr esident specifically a sked 
f or it It goes counter to wha t Mr. dull said tnis 
uoorning; thought - ne wiShed '·e ' d l oosen up on tha t 
s tuff a little bit. 

Stinebower: I've been thinking nbout that. 

H. l! . Jr: He told me tha t. But the President specifically sai d , 
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"What about if t he English bought t he same silk, 
manufactured the goods, sent 1t from uublin here. 
Could you t ake care of it?" 

I said , "No, we coul dn't. ••e're working on some­
thing to bl ock it.• 

"I want that done." 

I don't know wnether he sai d ~ngland . He said, 
"If England or France bought t his particul&r kind 
o f silk, canufac t ured t he fini shed product, sent 1t 
o ver here, enytning we could do to stop it?• I 
said, "No, s ir . • 

" lulll I g ive llr. ~>tine bower 11 copy of the l egislation? 

llefinitel y. 

And then you (Stincbower) cnn be thinking about it, 
l e t us Anow what your i dees ere . 
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Ill tile •tter ot 
GerMD CotiDteM&Uine 

llutiea 

••aohington, D. C. 
Tunde.y, Auguat l, 19)9 
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... SUif .. d!'NII! 

Oftloe of \laa Ob.l of Oouaol 

la tllo MaUer 

Genu Ooutol'ftlll., Dt.u .. 

ProHa\1 

...ld"C'oa, D. c. 
,.....,, Mcut 1, 193!1. 

!be ~..-.atltlo4 .. t tor .... oa for 
f~Lrther Uocuoloa at 1130 o'clock P.M. 

Dr. !uua'Mrc, I '0.114ontu4 JOil are r a.4T t o Uocu.oo tlul 

Genu -tol'ftlU., ct:r •ttor tvtlulr . 

Dr. !DDMD'Mrc• 

Too. low I t ol4 :r- _, I aab4 for \!do ••U"' tlult "" lul4 

u oppo..-!\7 to th.a• \!do .. nor witll -'bert of tM lllJL1otr:r of 

looM-toe, UWr ftl' laot ooatoro..,. at *lch wo ropono4 w ~t 

U cpt 'M 'MUer 1aatM4 of coa\111111"1 oar 1ato1'11Dl 4oll'MraUou 

b:r coalllo t o aU towa u4 UoOilu tllo uuro flol4 aD4 a4w1oo nou 

pa\1- of .,.. llialotr:r of Jooaolllco .tlo oro 1a charCO of oar 

..,orh to tM 111a1 W Ito\ .. of :roar poonloa t'all:r aa4 of oar 

poolUoa. 11- w _.. 1t a ralo t o pt toptllor ..,-..q o.,.z:r 

ol.a -- u w - the lllaf.o\or of Jco....Uco ...Ul7 coaoaaut 
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to """ llr. BarMek aa4 llr. lo~ ..,er bon 00 \lao\ ,.. 001114 

f'tlU7 41oouo \M pn'lllo• \loa\ .,. II&To aa4 \laoJ - oTor a\ \lao 

1>oc1Dil111C of ~. I \lalak \lao 10\la of ~. ta \lao •-U• ,. 

II&To 41ocuao4 ITOI7 :plaaao of ov \rato nlaUoaa vl\b \ha Uk1\o4 

S\a\oa. '!llq lato.-.4 u a-\ \lao a\U\..to ot ov OoTOn.o\ b 

\looM •\\on aa4 w baft ~ b4oo4 a toll aa4 cOIIpl'tiiMaolTO 

u4on\aa41ac of nr...,. prolll- . So tar aa wo an coocarao4 w 

aro .,..., laqw \lao\ .,. lao4 \lala occaaloa \o ellpla1a JOV pooltloa 

\o cnar lao• a\laorl\loo aa4 ov owa too. !loon vaa •• \bloc ,,.. 

Ul"'lT oloor rl&l>\ a\ \M oa\lo\ \lao\ ov lao• oa\honUao nalho4 

aa4 lr:uw tn.a ov l"'por\o \lao\ \lao o.t\14 8\aho OOTtnM&\ w1l14 

o'bl4o 'bJ \ho 4oohloa or 'bJ \ba oplaloo of \bo .1.\tOI'IMIJ Ooural ao 

tar aa \M IIIUII4 J.oooaa\ prooo4ul"' h ooaaorao4. 'fo wore o4'fioo4 

'bJ "'"' ,.,. cnn-· \hot vbllo \lao Oorau ao ......... rocro\1 ""'' 

\lao u ollloa .,.. \akn, 1\ 11 eaUnlJ wllllOC \o 4raw \lao pracU-.1 

oo100luloa u4 41oooau- \ho laha4 J.ocou\ proco4vo oaUralJ. 

o.r 1oo\ lu\ruoUou \ho\ I ne4 \o 7011 la ov lao\ coatoro,.. wa 

Maa\ to 'llo \ho oa\laorl\J to atrtoo ;rou \hot \bo o~>Ura pi'OC04a.ro 

'fill 'llo a'llollobo4, J.a I \r\14 \ o upla1a to JOO vboo I woo bon, 

tho\ 1o \lao wq I u4ontoo4 \bo lao\rucUoo aa4 eo, 1o otfoct. 1\ 
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1o •aat. I .,p1olao4 to tho two -'llora of \bo IUala\17 ot Jooaaa1oa 

. ;roar pool U oa oa4 \ho quaUoaa oa4 \bOJ aa14 laaotla\017 \bora la ao 

quaUoa ,....,, \ho ooUoa \hot \lao Oorau Qoy....-a\ baa 4ohralao4 

\o toa. IU praoUooo ol>lob to.-4 \lao 'lldh of \bo .Utonq 

OoMrol '• op1aloa 'fill 'llo a'b0Uobo4. !loo olii!Plo at \Or la aa to \ho 

fora. 

• 

Regraded Unclassified



llr, Oe.1 ru 1 

Tn oq "will lie', h baa aot :rot ..,. .. , 

Dr. !-allercr 

37u 

lleJ I auwer \hat q~~A~otioa h a llhllet H rill lie allolhhecl ri th 

the DJII!.erotud!ac \hat !lao 'bee .. ~--A ~• -1• of our 41tCN.II1on her•. 

low, Jv.ot to c:he :1""' ao aoewr t o what :rou oa14, I wao ia!o.-.4 

that ao ~nli\1 tor- Ialaa4 A.a0011ato han lien 11- o1Du 

llarob 11 u4 \hat what hu lleell coati- 11 a UO[IL14aUoa of the 

aoccnl8tl that es:letecl oD. llarch 11, 

llr, Johuoar 

Dr, !-allercr 

I d.o aot - · I th1all: tb.lt oa oao or the other of \hoM 

acccnlato ~ple -.;r haYe coD.t1DD.t4 to purcheoe cottoa aa4 cet 

cred.U tor their prcceed.o 1a O.raq. !hat -.;r ha1'1 ., ... coati­

after llarob 11 uod.er n\ltu41ac penaitl bllt ...... perCh for .., 

Ialu4 A.ac...,.\1 han _, bouecl eo \hat attor March 18 there hal 

teklace. I ,.. aloo ednoecl thet ov Oon......,t tall:r ud.en\004 

:rnr poll Uoa ia r_.-4 to the tature 'beelo of tro4o ri th tho 

UD1\M ltatee u4 WI haft cou 1ato e,..r:r quA~tUoa thet woo rahecl 

here, W. hawe tcnlll4 ao auwr t o aa:r queoUoa ae4 we han thell 

d.rafted. a ota\-llt ot the Oera& 0o1'1rUOilt Cillh 1D rq op1a10& 

ooataiu aa auwr to all ..-ouou thet wre raioecl !len. Of 

covee, thet otat-at 11 teataUn. It U h to 'be n.lllo1Uecl to 

• 
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tho llalto4 lta\ea enua.at la tho ton of a Mta u b&l to~ ... 

tho qpreft1 of ov o..,.,_, at ~. "'' I • .......,., u aloac aD4 

vlth tho u4on\aD41q U..t J'1l1l traat lt ao a hntotin 4raft of 

OIU' 14111 ~ro I aboQU bo oalT too cJ.a4 to raa4 lt to :rca. ~c, 

'OJI4orotaa4111C of -t b&l boon 41ocna.ooo4 botWIIa u h that lf 

0..1'11&111 oraaho a oortala otoh of faoh wlt.lcb vlll ron.U ill tho 

abo11o-at of tho pro-. 4oalt vlU. la tho .t.ttono:r Geaoral'• 

oplaioa of lfuolo 18, that \boa, tho Oaito4 Stotoo GoYIRMJlt, that 

h, tho !l'roa8v7 Dopartaont, oa 1h ova laltiatho, vlll 4oclara 

tho ooutol'ft11111C 41lt:r 4oo1oloa lupplloa'blo. With that '111141..,. 
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otu41q I ab..U UlDo to toll J01l wlt.at we ~ ... 4ratto4 hoH, .VJoot t 

to tbo appro•ol of nr GoYoraoeat. Ia OIU' pro•1ouo 41o.u.ol oao I 

oa14 t~t we, of couroo, hU DOt ooncurro4 lll tho opiaion of tho 

.t.Uonq Gelllrai. Ov 14oa to t~t tho tra4o •tho4o that .,. appl1o4 

ia 193? aa4 1938 4o aot fall vlthia ooottoa 303 aa4 tbio 14aa, of 

oOIU'IO, we waat to -.J.atain. I 4o aot ...,.t to oollTtJ' tho 1~~pnoo1oa 

that wloatl'llr I toll ,.... to u a4Jdooioa of •-thiiiC ..tlicb 1o 110t 

1D ..,cor4 vi tb tho laW of tho OaHo4 Ito too. 'Bdo, ao I oaU. 11 

a t•tatift 4rott of a o\lt-at 1>7 tho .. ....., GoTe~at ..tlicb 

wo WQ14 roeo--' to bo lll'o .. nto4 ao a 110to of tho Ge...., Gon~t 

to tbo IIO'ro~nt of tho Oa1 to4 Statio: 

l!lw Ge....., l)oToJ'8Milt b&l tol<oD ooto of tho pooi Uoo of 

tbo !l'roaii1LI7 Doparl••' of tho u.u to4 Statio of Marcb 18, 

nat aa4 tho op1Jdoa of tbo Utoner Geaora1 of tho ... 

uto 'IPI" -.tcb u.at 4aoto1oa lo -o4. 'Boo Geraa 
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.... 
'"---·· tvu.eno ....... Mea ..,rl ... ot u.. ,_ 
\loa\ \lao a.w._., of \be Vau .. 1\o\H lo reoolw4 

\o aM4o l1r \be lepl. ooul4uaUou oot fonh la u.e 

oal4 eplaloa of \be 4\\onq Ooaoral, !lao Oo..a 

GonnMat 4oolroo \o o\a\o, la Wo oo-uoa, \hat 

U.o •u.oto of tl'a4o 'IIIlich lD \be oplaloa ot U.o 

4\\onq Ooaoral la .. ln U.. l>ootnal ot a \outJ or 

craat wtu.la \be ••••ac of oeo\toa 303 of U.o ValW 

1\a- !al'itf 4ot of 19a0 la Uo ooaol4ol'o4 oplaloa 4o 

aoi tall wtu.la \be ooopo ot \hot pronoloa1 U..t U.ooo 

aoool'4aaco wt U. aa -.ntaa4lac roaoho4 l>otwoa tu 

Clo .. o...-ato ot tho Oa1 to4 Statoo aa4 0ol"M&1 lD. tho lall 

of lN61 \hat 41u'111C the latol'ftaiiiC two JO&I'I thoJ wro 

a:ppll .. lfr U.o ~ &thoritloo ao wll ao AMricaa 

upor\on oa4 ~ laporton la otrict o\oonaaco ot \hat 

,....niaa4.lac oa4 \bot U.oJ W oota\Uoho4 a o- 'oulo 

tor a oi..UlJ iac,.....lac oa4 oacoaoofal ascho•p ot 

•noaa ,... proacto tor Oo..-a pro4uoto . 4o • rooalt 

ot U.o uo1o1oa ot U.o 'h'ooOIU'J J)opartMnt of U.. 

v.u ... liaioo ot llaroh 18 oa4 \ho pool Uoa talcoa 'lllr 

U.o Go••-' ot \ho llllltM ltatoo ill .._.-4 turoto, 

tllooo •U.o4o of tl'a4o la U.o co-roo \otWHD 0ol"M&1 

u4 \be Ual\o4 liaioo ha'l'l, tor all prootloal parpoooo, 

~ 1..,..onlo, 11u \o tho fact \hot tho ....... ._ 
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..... 
..-lac tMII \hoH \!'Me •t.bo4a -. 'M\h \he .t.orlcaa 

l.-rhr u4 \he a....., npor\er 11 U&\e4 lir \he 

lapool\loa of ooaa\orwaillac ta\loo, \bo Ooraaa Oonre­

••• 11aa ropoale4 1a thelr oaUro\7 \he •tho4o of \...U 

4oalt w1 \b la \he oplalOll of \he 4\\orMJ Ooaeral of 

ManA u. 
"!laMe •\ll..S.O -al7 bowa u \he lalaM 

""-' Prooedvo, that h, t.bo oalo of .t.orlcu 

pnbo\o la 0.- a\ a n'M\uUall7 ~r a. ...... 
lalu4 .....,., prloo u4 t lla uo of .....a. proooe4o of oalo 

tor \he J~aPe•' of Ooraaa po4.o ban 'Mea l...,....a\e4 aa4 

oo\a\lloho4 la Oora&a7 lir w1r\'U of \!Ia •••oral 4ocrooo 

of \he Ielah lllalo\r, of .leo-co of (\baa follow t.bo 

4ahl of \bo ftl'lO'U 4oorooo ). !bo uorooo of tl>.o Ielah 

lllale\r, of Joo-•• a\on -ra\M u4 \!Ia e4alale\...,.. 

Un ropl.aUou apporlablac tl>.oroto ban -· repoale4 lir 

\lao Uoroo of \ILo Ielah lllalo\r, of ..,oliOIIice of ( lot u 

0t17 lop\.-.r 1, 1939 ). !be 0.....,. Oon,...at ILu tl>.o 

lla•r llarowi tl>. \ o \rl"C tho \ut of \he ea14 uGroo to 

\he aU•Uoa of \he Oon-' of tl>.o Oal\e4 '"'""· 

4o a ronl\ of \ILlo oouoa \!Ia lopl Jlbo••• tor \ be oo­

oa11ol Ialud. .t.c..,....t prooe4vo io v1\ll4roVO oftooUft 

lop\ea'Mr 115, 1939 u4 tho praoUoal .,. • .,.uoa of trau­

MU- 'MoM apoa \!Ia prloolp1oo oo\elll1oiLe4 1a ""'' 

proooftH UoooaU.-4 u tr.. \bat uto. 
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'la 'riw of U.o 4oohloa u.u ...,._ lir \he 

o. .... Gonl'aMat u4 \he ......... , .U.. l!r U to 

.U. U offeoUn \bat oto\o wlll -. rootor.4 la 

\llo \ro4e rola.Uou -.hooa Go....aqr 0114 \he 'Dal\o4 

1\a\oo tddch uioto4 prlor \o \he luacvoUoa la 

\llo lllahr of U36 of \he o.....Uo4 1A1e114 .iccou\ 

prooo4aro aa4 ao U la 4oftae4 la \be aoto of \be 

Go...a o.n ..... at of .tapa\ U, 1936 oollich bat 

H\alao4 Uo ftll41 v aloe hrlac tho porlo4 of \be 

nloto- of \llo -•llo4 lalao4 Ao-\ pHOol:uo, 

•tu Go....,. Gnon.a\ vll1 roplah Go....,. 

o>:perh \o \llo 'Dill \o4 8\otoo 111 ooaforaUr Ill th \he 

prlaolp1oo ooto'llllahe4 '117 l\ la \be\ aoto. MarolT 

la oi'Ur 4oflaHol7 to ola.rlf7 \llo oUu.Uoa "poa 

wlllch \bero alroo47 ""'" oo.ploto aooor4 \he Go....,. 
0 • 

--•' 4oolroo \0 .144 \ba\ -l7l"C vl\11 \he 

vlU.o of ...;..rloao cro41\oro U vlll coaooa\ t o \he 

uo of oatil boW"CC ..U.\alao4 1IJ or occ ...W.C to U... 

la 0.- lf orlclaall7 u4 oo•U-17 ov-' 1IJ 

\ll.a for \be paro11aM la .....,1• or la port of Gonoa 

,..., to -. ,..,.noa 11J u... tato \be uauo4 ltotoo 

for \helr ova • • ..,.., u4 la \llolr ova -· 

•.u Nt!U"4• odoUac laluol Aoc-\o \he Gonoa 

__ , eu\oo \bat • porm\o for \llo oota'IIU-D\ 

of - ~~ --·· - -· la ....... , ... Morch 11, 

1Nt .... \bat "" nell far\U>' pond.h vlll -. lO ...... 
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liT t.a.. oo,.., .. , o....., •U.OrtUeo, !h. o....., 
O.ft..-.at tanller ota\eo t.Ut \ho .. ,al of OQ\­

o\u4tac lleleaoeo la Uat\&4 1\ateo 1&111114 .Aeoouh u 

of llept .. 'ber lit h ••U•tet at roloho-..a ('blaBI<) 

llllioh 11 • oo.....,.unq o-.11 -'· AI u 1o 1.a 

t.U iateroat of U.o .Yertoaa core4Uon to llqatd.ata 

th••• re.tatac 'balaaooo t.a.. o......, Oo•e,....a\ will 

craat U... pel'lliooloa teo ue 'balaacoll fer tu JIIPIIl\ 

of 0....., pi'O<Iaota uUl D&Ma'ber 31, 1939 with \ho pro­

wieo t.Ut t.U .., ... , ... , Uatte4 ltatoo Ou\0• of!lclall 

are &4'1'1- of ,.,....,. 1e4lwi41lal trauac\loa l.a .ohioll 

cor la part for the ,..,_ .. , of \be 0....., 10odl. Jzq 

'balallol re.taiac ill Illlu4 .Aecouh atter Dlo .. 'ber 31. 

1939 will ao loacer 'be an.l.la'ble for t be pv-• of 

O.naa cood.a· 
"!be Genaa Go.,..._,, ,,.....,, "'-' \hi OOQahrn.illll& 

4ath• t~~pGoa4 11P'" all 4ll\la'blo 0......, 10odo -,. \hi 

hell loa of the IJa1 te4 11\a .. o 'l'reUV7 Departa10t of 

llaroh 11, lt3t will 'be reallftd u froa the 4ah of \hi 

411ooa\l- of tbo oo-oalle4 llllall4 Aoocout proce4DH 

&hill a'bO ... 

"!U o. ...... llo ........ , tiiJ"\hai'IIOI'I .,,....... the 

t.U\ , ..... relaUO .. 'be"'"" 0.- 11114 \hO Uat\ed IIepa 

'"'"will 1..,... 1114 that the Oo.,.,....at of t.U Uatte4 

3 t !> 
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-"'-' • poolu .. •• • JIU'l\7 wUh \Ut of al l \U 

o\Ur aaUou of U.. wrU Wt aloo will oollaboroto 

la ....,..,. ... to roo\oro to OoNU7 oa u.o .U.rioaa 

aara\ U.. U--lloaoro4 OOIIpOUUft poelUoa ... loll 

nloto4 'Mforo U.. llnal11aUoa of tho 1Jalto4 1\oho 

llollar ulloneba b. ltaa-lt:H. 1 

!laat 1o U.. ilroft of U.. 1\at-a\ aall I ~ o44, wUh 

roforo- to U.. .... u .. of U.. _,, w oaa llofb1to17 toto ... 

.tao .,..., U.. total. -.t of Ollht11J14Uc Ialaall jaco.at 'M'"nOoo h . 

tho ,.,. ,..u.- of u.. llb.lot1'7 of •oaoa1co 414 .. , ban omlalll o 

tho act1101 tlproo olaoo thq ba'rO to p - aa4 llaoo tho aoto bao 

tho ac\1101 flpro. '!he ldoa of •atsoalac tho t1cvo h t ill>\ the 

total llalaaoo 1o oo oaall coaporo4 to tho ro•latac tro4o llot-

U.. two oou t rtoo U..t we C&ll oao117 a4Yioo U.. 1Jalto4 Stahl CutOM 

omolala of .., traaaacuoao la ,..loll u.. r..Salac 'balaaco h uo4. 

Ou Uoa 1o U..t thoao .U.rloaa Ulponoro .,..o oUll ban their ro­

-.!alac llalaaooo 1a tho I.alu4 ~to alloal4 baft a froo porlo4 of 

...- wlWa ...Soli t o Uca14ato U.ooo ac001Uito. I aa ootlrol7 will­

lac to tt1_.o t.b.at if ,.... bawo .., other ldoa. Ov nc;geaUoo ,... 

to otop tho pracUooo 4ot1a1tol7 ao of loptoallor 1& aall thea pw 

U.ooo .U.rlooa ...Utoro who oUll b.aYo roaatalac llalaaooo troa 

pro.t ... treaoaotloao aa oppor~t7 t o liqa14at o tb.ooo, of oo.roo, 

ral>Joot to tb.a !roan1'7 Dooloioa of Maroll 11, ltU, oo \hot tb.q 

will lilaft to .,., tb.a -tormUIIC .. t7. le aro oaUrol7 willlac to 
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cooperate la or4er to aD \llooo -• bon \e u.. QU \e4 Sutoo 

' 0...\eM offtolalo oo \loa\ troa lep\•ller 11, w - ,.,...,. to a 

tree •z+np of ,..u. 

la \b.o laot 41ocull oa wo aoloo4 _, W01Il4 \1 \110 a\\1 \1l4o of 

tho Cloreaa Cloft..-at \own o\bor fono of aulotu oo to aspor\o 

ftoa Clo- \e \be UaUe4 1\a\eo, 

too. l aa4t 1\ aaUrol7 clear \bat 1o tho pupooo of tho 

otate••t biro la \bo acto, W. upnulJ otato \ba\ liT \bo 

al>oll-\ of \11oM praoUooo w rootore4 \bo o\eto of attain , I 

• .,. \bo otaft&o of \llo U• \ofON tho lJI&liiCV"Uoa of \bo lalaM 

.t.ao-t ptooe4=o, that lo, oa tho \loll of tho aoto of ~at u. 

1936 aa4 w azpronl7 otato bore that \bo Clo..., Oo•oruoat will 

n&'lla\• Clonu asporh to \llo U.l\e4 'atat<o• 1a coa.toralt7 with \llo 

prl..,lploo oo\altlhbe4 liT U la tba\ aoto. !bat 1o a oloar atato­

••t ...._. lt 7l1l roo4 \llo aoto · 7011 will 1'1114 _, w aaU. \bore 

ao \ o \llo •tbo4o of pa:rM•t for Clo..., aspona to \llo 1Ja1 te4 

Ita \eo. 

IIJ', JobaoOII 

!roanr7 Doohl oll .S47t ooatalao la lto firot paracrll* • 

elMo paraJillrall of tho ooaaaUol part of \bo Clo..., aoh roforre4 

'"· tlloro are - •''"" \bat are aot .,Uto oloor to •· nrot, 

ao \o \llo uo of tho piOOIMI troa \lie all• la Clor- at aa o­

prloo et probDtl tree o-.atrl .. o\llor \llo& \llo 11a1\e4 1\atoo. 
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\be o\loor 4a7 I ba4 la IIIJ otnoe oen&!a paU-• ...., ,.,.. 

t..,Urlac alwo.t Mrtala truaao\lou la whiolo 10o4• troa \lorN 

oouat rleo, \he Uoite4 8\a\oo &ad two o\loero, w r o ool4 la 

0.- 1llr \he .... OMPUT &114 u 1 u4oro\oo4 troa th .. o 

,.,.n••• the prooe .... nre plaCNI4 1a ou llllu4 .t.ooCI'IUlt, tho 

o•erprleo raactac troa 25 to 40 peroeat ... paa4lac '11)0" tho 

pro4u\ laYOl .,.. &ad ~ prooee4o -..lac ue4 to 1>rlac o. ...... 

Mrollall41H to ~ 1lal. '-' Stat••· 

y..,. lalow ~•• 4eor"• •-' *1olo l opoloo 4o DOt llliH tho 

lalaa4 .t.oocroaat proce4Dr• t o .._rloaa ooUoa or .._rloaa oopper or 

.._rlo .... :pro4uto .. OQOh, It tho•• 4eoro.. oro a1oolloho4 thoro 

h ao lepl .... h tor a:q OQOh praoUoo ....,. 1t 7010 rotor to a:q 

lll4ln41lal ou•• we _, t o Mloo U oatlr o\7 clear 1a tho DOte 

thAt tho practical ~xecuUoD ot trauaoUou ""-' "po" t he 

prbclple• eota1>Uehe4 ill ~t proce4Dre oro 41ocoaU,... u 

vi O 

froa s.p--..r 15, llot oal7 4o we &&7 tho l epl .... 10 but .,. &Mod 

axpreu\7 that tho praoUoal -uoa ot traaoaoUou 1oaao4 •pea 

the priloolpl .. ot ~' proo~ 111&11 -.. 4toooatl,... .. troa 

that 4ate aa4 l ll IIIJ oplaloa, aa4 .. U to oloor\7 ...... ntoo4 1llr 

.... .,... .. 1 talb4 wl th hero, ho-tonh ao peralooloa rill -.. 

pftll tor the tale of pro4uto aa4 tho .,. •• of tho procoo4• tor 

\he paJ'M&\ of O.rMa 100'• to -.. axpone4 to tho U.Ue4 State•. 

!bat to _, ,. _, .. to Mloo oleor wlth thl• a441U .. h the 

otat-Jlt, the\ w roo\ora the l epl -1• -' repoel tho .. 

Uo,...•. 

• 
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low •• Uaa\ - po1a\ w ,...neu17 41oouo..t \llo ponl'btliq 

of hural llo\ua 1aporUac proaoh ta\o a.,_. .... nporuac 

a...,. COo4• of a~ftlaa\ ftlao, U "'" rov u4oro\a41ac \hat 

Uaa\ ooal4 M oarrl..t oa oal7 la noll -.r \Ill\ haoral Mown 

vo..u r ... l .. la a..._ tor u.a ,.......... ot coo4• for-" 

_..a ~Talaa\ oa Uaa fort7--t Mill \o U.. worl4 prioo of 

tu pnola.o\1 l11p0not law •- llr haeral Not;n. 

Dr, ta-\orcl 

!lla\ ll Wla\ 1 oal4, lrv.t ~ 1 1144 biro 1 101-onho4 \lao 

••-P of haol'al lloton whoa 1 all4o tbo\ oht-at. 1a. tbo -

U• 1 baft 41aOVJiaM \lao quaUoa w1 tb till pat liMn troll General 

Notoro ... n talbd about tbo ru'b'blr aoooua.t. !lao ru'b'bar aooout 

11 a 4ollar traaaaottoa. 1ll o\bor wor4a tb17 RPP17 h,..q w1 \ll 

rull'blr aa4 olltala \lao 4ollar oradtt 111 latobarkl. !'1117 raooln4 

a a.t olaaark ora41 t mtob ll fr.el7 oon•orU lllo late forolp 

orohnp. liMa \biT -n..t coo4• troa a.- .... oa..t part of 

tlaolr 41n4all4 ... ....,., to pq for \hoao cood• wo wht..t oo a part 

~' la 4ollan to ooftr \lao f oretp raw •tarlal porlloa. Uaat 

w ba4 \o l.,.r\ all4 \lao\ ... lllllat la.to \heir prooluot pd. for 

Uaa\ forelca wobt- portion of \lao ]IOIJ'oboll prloa \1117 uad \he 

I'Ollllltr ora4U. Coo11qu11t17 tbo\ to a atralsbt dollar orldtt at 

far aa 1 uAan\pd Uaa 11 toaUoa aov, ao \hat lf \hl7 JIVobolad, 

tor lao-• ..,..lt tor· Uaalr C.O'fi'Oll\t tor t1ao axpart arka\1, 

\lao ..,..la are •• 'blia& aa\arad 1ato \lao VIIi \ad lhhl • tM7 PG7 

110 pore•' oa\ of \hair 41 w14all4 aooCN&t &114 110 porooat, \he 
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tonlp ..,..,... penloa, ..n of U..lr "'"-r --•· loot 1t 

w .....U llaft • - ....,.. 0..1'81 llotoro tvu.Uo raw aatorlala 

to O.n.~~F u4 rooolftl a ~'• O.aoral llotoro wlll roooho a 

oretU wtaioll lo \bo oqoal 'l'aloa\ ot \bo Mortoaa arb\ prtoo 

ooaTortet ta\o letollarb at '<l _,, 10 \lila\ \lila oro41\ wlll ao\ 

ooatala aa o....-prtoo, If w ahooal4 ~ froa O.aoral llotoro oonosa 

ru ~''• \lila\ lo of ocrano oalT a \MoroUoal oaoo, -.ohen t.!lq 

....U..._ a Ia!_... O.raa lalaa4 llarloot prtoo, ,.. wlll .. , allw --.. 

\e- \lila\ oro4U tor \be parollaoo of o. .... coou. !laat to..,... 

\lila\ till prtaolploo, Mt \bo lop]. ton. W.t \lie -\oah of \lila\ 

prooo4uo ao Ul'lalao4 1a \ho J.Uoraq llnoral1o optaloa to to M 

Uoooauaaot. 

llr. .r ok&Mal 

..... , tatoraaUoa I 11an rooo1Tet lll41oaW \lila\ \be O.raaa 

o.-• oo\antuot a protMUoa .,..,a tor oortata Mortooa 

owao4 o..,..too at ?6 poroaat of till ltM pnotaoUoa 1oTOl, Jn 

a.plo, \lie 11311 protMUoa 1 .... 1 ... '<l,OOO uno. - for \lie 

protMUoa oanoa\lT of ao.ooo alto a torolp nunp an-tloa 

waU 'M _.. for till taportoUoa of \lila , .... ual forolp p1'0411oh 

tor till -'aohrl of \Ill ao.ooo aal\o, hr Ull" .-.. pnot&OUoa 

oTOr till ""'" of ao.ooo aalto \ho oo_., ... ..u ...... to ft-• 

..., liQOr\1 wl\h ezobenp fro& oatol4o a...._, 
to Uo I a ,. .. oepl\al .__, la .. ..._. 

la otur ..,.u, 144 

It ... _, ...... ,_ 

o\u41 .. \llat, 18 -uoa wltll u.. naaaohc of -~~ o SUllo 

aao4o4 for u.. protMUoa aNTI \lie ""'"' aa 09'11'Fi0 • ... 'Mlac 

380 

Regraded Unclassified



.. 

-1 .. 

allow4. lew :roa »-.. -. 1\ ol .... \Mt tu\ ...,.],4 ..,. 

41oooaU..&. 

Dr. !ulloa'Mrc• 

I .., oq Wo, 1 do oot bow ...,.th111C ~-• \lla utaill ot 

lila\ •ella• n\ ••n •Z'OllaaU•• h ooaillc tato o.- u4 \lla 

tonip o:r;por\lr ncoiYII \lla Cloraa blu4 MJ"at pnoo -

pi'OCo.U ot oalo will ..,, 'Ill 'UI4 t o ti-• o:r;po:r\1 to tho llai\14 

S\a\11. 

Mr • .Joll.uoa l 

Jor iutanco. llru1Uaa oo\\Oa Ul I utlDUI ialaaol arb\ 

pnoo, 'fila .. ue:r rocoiYOo h.io proooodo ot oalt ill Clonllll MJ"D. 

!ba\ of oour11 doe• no\ e!!eo\ our oxporto \ o \ht Uai\14 8\1\tl 

llll\ 1 _, to ..a Gl .... vi\h nopoot to ov oxpor\1 to - llai\14 

dtal\ with 1a \M opbioa of - At\o:rat7 Cloalral are 41oooaU­

oaUn17. !bat io our btoatioa o! poUiiiC it ill thlo M h. Yo 

381 

an wriUac 1.a 1 t oroip ~· Yo tried to u:prooo ov ~to 
ol .... l7. » J aa14, ou .,..Uro\u41"1 11 oatirol7 oloar. "~• ,.., to 

proooa\ to 
7 
... a oloa:r u4 1raWt ., • .._., ot wt>at wo are williac to 

, .. 
.... .Joll.uoal 

Ia - ,_.,, oottoa. tor eu~~Pll, 11.u - ilq)O:r\14 la\o 

Qo,...q ..,a!ao\ Jalull .a.oo-• ~ u4 ..,a!aot to:raip oz•"•P· 

t 
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lu thooo neooo where foro!~ ••chaAre vao allotto~ bJ tho Relchob&ak 

for tbe liiJ)OrtaUon 1.Dto 0.r.&Q1 of cotton aDd t ba cotton wa1 reeol4 

In O.r•nr at a 33 1/31- onrprlce, tho O.nan ao .. .....,.,.t hao bJ ••• 

.. an• uproprlato4 tho 33 1/3~ onrprlct or boo tuo4 tho t r&Aoac­

tloo lu ouch W&J ao to preclude an lodiTI~ual profit on tho tran•­

actloo. 

Dr. 'r&AJ~&uborc :_ 

Ao far ao I UA4orot&A4 I t thia cottoo voo taport64 toto GoraaQJ 

fro• a ll oTor tho vor14 an4 fro• tho Unitt~ Statoo. 'rho people that 

coul4 pa7 for the cotton ln Belche.arke pa14 an o.erprlce of an 

aTtraco of 33 l/31- aa4 that cottoo wao ool4 t o tho oplaaor In 

O.r•nr at thot price or vi th tho uov.al co-rolol prof! t that tho 

oottoD broker or cotton laportar obta1ae4. 

Mr. Johooou: 

A ._r.r eaell profit of one or two percent. 

Dr. 'r&AJ~&nborc: 

A T&l'7 o•ll profit 1D th o cotton trod• an4 In tho caoo of 

J'apa.a.••• cotton we paid an o• erpTlc• of eoaeUae• •o pereent; 1D 

the ca11 of Jraalllan cotton wa pa14 an o•erprlct of 15, 20 &D4 25 

percent; la tba c••• of cotton fro• lo41a we pal4 an oyerprtee of 

Mr, John10n1 
lt VOl ., lotoraatlon that tho oottoo troa Jc7Pt an4 India 

val 1101>Cilt vi th toroiC" oxchaUCO· 
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.... ··--····· 
1 .u w .. JRJ.u aon .. • · '""'" J.aat :r-.r .... ..w ~aow 

4o ,.. llu4lo \Moo a.plloa\e& •-u-. •· Pa'M\ 0&14 w 

laaw to lllpon ear oo\\oa ...... ftl'lou 41ttona\ ••~ Wl4n 

lOIIJ.• w l•n oo\\oa wUia tonica ez-..,. or oa a .. _...uoa 

'-all or 1a a aloart .. .,.._ or la ooao o\laor - 4ope.,1Jic 

•• \be .,..,.., 1\ -•s.- routoo II JII'OII\, 1a or4o:- \o 

,., la1a oo\\oa \llq ~~- \Moo owrpnooo oo \loa\ -'bodT oaa 

..- a -liPlo }II'OfU 8114 \be oe\\oa 1o Wft,p\ la\o o..._ a\ 

•• ...,.., altora prlo11. !loa\ 11 ...,., 1 ..... "'"' a......,, \be ••\.11 
.... 1 - 1a O.NU7 laa\ ,-.ar. 
•· Joll»oal 

!loa\ lo, \llq wal4 \larow U la\o a pool aa4 olaal'&e a unU'ol'10 
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prloo to ilo. op1aaar .... allooa\o \Ia&\ \o \ho YoDiloro a\ wlla\o'for 

\be ooo\ - plao ,..,..,.., \be arpa wao la \lao pooU 

Dr.. . ..... 
!loa\, la ... ral, •- \ o 'M \lui oot1p. 

Mr. JoUHa: 

1e u .., tomca .... h .. .., .. , ... _, ta\o u.at pool \lui -

....U cat 1 1/1 arb por 4ollal' of ooo\, plu lalo 1 or I ,..., .. , 

protU, !loa\ loo4o ao to \be ooooD4 pola\ \loa\ _...._. \o ao aa 

,_ nM ,_.. _,__ - \M poraluloa \o .,... tonlca uollu4ll 

4ortft4 ,_1M ..,..n.uoa et eo- proaou. !Po,... 
11 
.. 

11 
-•· 

toa UW a ~ ..... , 11 & F olllola tor - ,..an laal .-.4 ° 
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• 
opeolal tJpe of .AIIorlaaa lloru, .._ fov or fin 7....,. ""' 

\M\ .. ...,.., ........,, u arunctal lM\Mr plaa\ tao.,....., ..a 

illpOr\o .Yorloaa ooUoa for uo la 1 h o"" plaa\, :ror oo•U• 1\ 

hu ••• penH \14 \o roW a la lw York \ho 4ollar 'bolallooo aooralac 

f ro• \ho oalo of lh olwllioalo la \M Oal\14 1\a\oo u4 \o uo u.ooo 

4oll.&ro vi tllo1l\ \1lr'll1ac til .. b\o tho le1oho'Malt \ o JOU'chaal tho 

lloru u4 ooUoa *lob U alllpe \o o.,....., u4 uoo ill ih """ plaa\, 

jpllllJ'Ia\1.7 \bore to ao onrprloo oUuUoa thoro a\ all -· thoro 

oo14 fn. a.,....., \0 tho lla1\o4 1\a\oo tho 4ollaro wro perlli\\14 \ o 

1lo ro\ai- l a \hlo oOIIIl\rr u4 aoo4 for \ ho JOU'chaa• of a row 

aa\orlal \M\ woa\ \o O.r-. 'fho -fao\llror ul4 olloll\ 90 per-

384 

oaa\ la hlo ...,. pro4v.cUoa u4 oo14 \ho o\hor 10 poraoa\ a\ o nrr 

01lho\aa\lal onrprloo, ~oaU7 \ horo woo ao IolaD4 .tceov.a\ illTol n4. 

low u to M\ olaar \o • ..,.thor llle oTorprico WO'Ol4 ho dJroc\17 al­

looa\14 \0 \M MMfH of tho -no \o \ho Qoi\14 1\a\ao or -thor 

thoro _. oaM - 1a a......, of \altillC tho\ prolliu troa Ida. If 

11o ro\ai- \M o'forprioa H to cloor, ...tor tho A"ornq O.OOral'• 

op1111oa, tlla\ Wftl4 11o u - a nlloi47 11 1f bo opera\ 14 aa 

lalaA .tee-\ ao4 U WOIIl4 M-

llr. !aaaeabora• 

Jot.\, Mr, Jollaooa, to ao\ Ua\ 1 ro\bor oi.,.W cuol If "" 

WOIIl4 41
1 

la\0 the paa\ w mill' fla4, of ooaroo , lllCh oaooo. Oar 

o\1\-\ ·~ to tlla\ wo aboUoh 1a aoo4 fait.h, fla1l7 u4oro\aa4laa 

7fiV pool \loa, tlla praoUooo 1ooor11114 -., t.ho A\\onoJ O.Mrol la hlo 
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eptun. !~!at - \bat lila o. .... ~~on.._.t oball aot allow . 
noll praoUoeo to prn.tl; oball Mt le.a l\o u.a to ..., -

l)l'II0\1-. It thoa, after tho hoUVJ llooloioa baa l>Ma uolue4 

ia.epplioa'ne, w 4boo._N4 a cuo 1a which b. •o• -· t11a ao...,. 

i11p0rter reoei._o a 'bout7 of crut \bat .. o01ll4 ""' aaUoipoto JOil 

_, 1le .,... \bat w '""114 oolla'borah ana ia n.oh iMh14aol -•· 

lb' i4ea la Mlr:Uc t.hlo otat-at ... to coanao• JOil \bat beN ..,... 

pMr&l a\\i\Me h ....... .a. !lleoo praoUcoo ... a'boUolaM lA 

\ba1r ooUnt7 &M it thoro ... ur iMl'r14aol -• .. caa follow 

10 poront, nooino aa onrprlce &M throW U iato tho oolo of hlo 

&Oo4o ia tho U.Uo4 Statoo, tho cOQIItonalllDC iluUoo op~. 

Jlr • l ohAO OA I 

1o. !be oT•rprioe, •o far u I mov. vaa aot ule4 for the 

poarpou of pu'Ohaa1ac &Oo4o tor olqlOr t iato the t'a1 h 4 State• bolt 

tho norprloo,.. ncoin4 oa •roh&Ml•• pvoba.oo4 nth .the pro­

.,..... of hb prior upon• to the U.Uo4 ltatoo. low TOll -tol'­

lao4 \bat ao a oiacal&r eaoo bolt 1 '""114 Ul:e to N7 \bat theN baa · 

Me& rooeatlT Uocuoloa b conab trMo elroloo 1o Go.....,, ftl7 

aoUn U"""ool_, of wrlriDC a prooetan -tlT oloac that Uao 

w1 th tho th ..... t t.hot u voa14 aot toll wi t.hla tho or4or of laot 

llaHh ... 1 '1f0"1114 ua to • ., - u it ., optaloa that u WOill4 

olearlT toll \hen. 

Dr . t!iili_a ... lllrc• 

.. 1 
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onU 4o \o oo• - oftrc- the offoot of \be 4ollar 4oru•Uoa 

&114 - plau heft 'bMa n.bai\to4 AJI4 fro. who •• 'IIIlo otok all 

WI ba'fO to 4o la OUl7 out the tr.Uaotloa0 qep .no 4ollart &D4 11aJ 

tho oottoa aa4 aoll the cotton at .,. O'l'trpr1oe. hell a t1tuat1oa 

1o olearl.J ooftro4 "07 7011 otato•at. lie ua4orttaa4 tbet 1o part of 

our otato.at &114 .....U aot loe pondtto4. I\ 1o .no pr-1nc1plo of 

the thhc 'llll1cb 1o aboUiba4 &D4 1 ODil toll 7ft \bet at\or March u. 

pHplo - to • u4 &&14 .nat wo ,....ntaa4 .nat .no daruuUoa 

of \bell uaaoacUou 1a 'llb.at tbe AUOnt7 Goaoral W&ll\14 to ....... 

41tconU-.4 &114 'llll7 aot 4o 1t two .... .no lahl" aa4 1 o4rtoo4 -

tho lalu4 AoCO'Illlt proco41lro coata1u a 4ofh1h pr1oc1plo. 'lllat 

pr11l01plo 1o tho wh of the AUonq Go ... ral 1o op1a1on. It tbet 

op1a1oa oaaaot 1oe ro.oYo4, 1f the Olllte4 State• ab14oo b7 tbet 

op1a1oa &114 wo waat the o01lDto"a1111lC 4uUto ...,.....a .non .no 

pr-holplo hal to bo abolloho4 u4 \bet 1o 'llllat wo W&llh4 to oq. 

llr. c.truz 

1\ 11 7tt0r wlow .nat the oaoo o1to4 "07 Mr. Johaooa 1o rithla 

\be pr1..,1pla. la 7our laot otat-nt 7011 pn .no ooooaca of ~· 

..... 
1 M7 co turthor. 

You •nUoaa4 .no caoo of .no lluiC&Il oil, 

1lbaD wo t.u.d. abOUt 1\ hero ·- UM aco· oo•b047 ha4 tbo 14• 

of 'baJillC \be -por Muio&ll oil aa4 ooll11lC a t tbo AMrlc&ll oarlo:ot 

... -nee .,., be roa11oo• a 4ofiDUo ... ..-
price. lobo47 P&7' aa -, • 

_ _...... f ·~- lluiODil oil .&1oh to4a7 11 cbMpol" 1a 
Jr1oe oa the ..--0 0 

-

t ho worl4 ..rut -• tbet ..rat 1o larcol7 clooo4 apiDOt 
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Jipi- on. tt 11 fllllT reelhet ~' .. ......,- w111..,. 

,. .. uw "' ... 
llr • .Jelulaoa l 

1 lla,. o• o\ber po1a\. '!bat .,.. •• to oar\da 1- 1a 

70V -raa4u wi \1:>. rotornM \o U>.o proao rol ... oa or ra\l:>.or U>.o 

•Uar 1aol4oat to tho proaa rol ... o of llocoa'Mr 23, lt36. 

llr. C&lru a 

• 414 aot rotor to \be pnao rolooaoa 'Mt :rov aoto 'Mpa 

vl\ll \be o\a\-t tllat \l:>.e prooo4Dro ooa4oao4 h tho J.Uoraq 

kaeral'• oplaloa wa tho rooal\ of aa u4trotaa4lac 'M- tho 

Mr. Joloaaool 

1 \1:>.1111< u ... , t o aq tloot aArlot roooh'o4 • lafor•Uoa 

Mr, .J oilatOOI 

au.un\aa4lac" to u ooaaottt a 1111atoral ac:roo••' aa4 aa 

7ft rooall u.en .,.. ao ole••' of ..,_u.uoa. !'bore _. •rolJ 

• "' ... , tor oor\da tato .... uoa . , \loot u-. 
Depart•at _.u 1\ clear u.at u doe• aot upUato wi \1:>. foroip 

onatrl•• oa tariff auon. 

••a _ 0 ..... o vUil a4'fiOO r..,.1n4'J 
t o u 7.U 14• to - • 

Mr • .r.uo•• 
•tato..-Uoa ..-t ..... • . I 'MUtTtl \loot U tho aeoa• la 11hldl 
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Dr. taaMallerca 

tea. 

llr. o.ii'UI 

-11-

t ... l'a'N,.. uq tutller -•Uoo.t 

Mr.:-. • • ... 
llr, !aunllerca 

t .... ncce•Uoa 11 that \hla ehcnal4 .-..4 that u.o .. •UMI4a of 

traa. wn 1_....'-4 u4 4nelept4 1a ecoor4al>c• vlth the 1Jlfo.­

Uoa ....,.1'N4 117 tile 0.....,. o.......-at 1a ltM! 

llr, JObMO&I 

l •nl7 aalot4 1f that 11 the .... , of ,.,... ata\1-t, 

lr, !a&M&MI"II 

u 11 tha ...... 71'· 

.... Dnal 

n 1e ... .., ol ..... to -· 

lo vlll oou14or \Ill• u4 o~oah v1\h ,.. pro.ptl7. 

Dr • ._. ... ,. 

llo7 I oal7 ..- oae ncce•Uoa. !hell two patla•• fro• the 

1Ua1atl'1 of JooDOalOI _., co -It ...,, walt to O.rM&T• Of 00'1&1'1• 

U wosl4 f8Aii1Uata ov.r 41acut10&I craatl7 1f I COill4 tall< aboat 

-\ani" ,.. ha'N to uq u4 parllapl worll: ""' 4ataU• of .,... u4ar-

ata841&1· 
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•. , ...... 
.,., &ate will 'MiJ ..sn 

Dr. !uauaberca 

'llae7 wu\ \o lea'N letvU~T 1t poul\le, •. ~-··· 
Of'"' .... , 

Ill'. Oa1rua 

"'-' h u.. &t.ll! 

Dr. ,._ .... , , 

U io MrtlT a ..,...uoa I ...,., t o -.let, Yo ha,.. tall.,. ov U• 

..... l\ 11 tl.tflcsU to co-.l.cah a,eoo 11111 &114, of """"'• " 

lt 7ft ...,, to ooael4ar t ho •Hor u4 lf rou caa coau- our 411-

neeioa 4viac \ho oowee of \hlo week, 1\ will ._ p-oa\17 appreo1ate4, 

Ill', Oa1rua 

1le will 4o cnar beo\ \o procee4 P"""P\17, 
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